
2006 2007 2008

Federal2 General/M&P/Investment 22.12 22.12 20.50
Small business 13.12 13.12 11.50
Investment – CCPC 35.79 35.79 34.67

British General/M&P/Investment 12 12 12
Columbia3 Small business 4.5 4.5 4.5
Alberta4 General/M&P/Investment 11.5/10 10 10

Small business 3 3 3
Saskatchewan5 General/Investment 17/14 14/13 13/12

Small business 5 5 5
M&P 10 10 10

Manitoba6 General/M&P/Investment 14.5 14 14/13
Small business 4.5 3 3

Ontario7 General/Investment 14 14 14
Small business 5.5 5.5 5.5
M&P 12 12 12

Québec8 General/M&P 9.9 9.9 11.4
Small business 8.5/8 8 8
Investment 16.25 16.25 16.25

New Brunswick9 General/M&P/Investment 13 12 12
Small business 2/1.5 1.5/1 1

Nova Scotia10 General/M&P/Investment 16 16 16
Small business 5 5 5

Prince Edward General/M&P/Investment 16 16 16
Island11 Small business 6.5/5.4 5.4/4.3 4.3/3.2
Newfoundland General/Investment 14 14 14
and Labrador12 Small business/M&P 5 5 5
Yukon12 General/Investment 15 15 15

Small business 4 4 4
M&P 2.5 2.5 2.5

Northwest General/M&P/Investment 14/11.5 11.5 11.5
Territories12,13 Small business 4 4 4
Nunavut12 General/M&P/Investment 12 12 12

Small business 4 4 4
M&P: Manufacturing and processing; CCPC: Canadian-controlled private corporation.

1 This table provides the corporate income tax rates (federal, provincial and territorial) announced up to
May 10, 2006.

2 The income limit for the purposes of the small business deduction (SBD limit) has been $300,000 since
2005 and will be raised to $400,000 as of January 1, 2007. The business limit must be allocated between
associated corporations. The SBD is reduced progressively on a straight-line basis for CCPCs where their
taxable capital used in Canada varies between $10 million and $15 million. The corporate surtax (4%)
will be eliminated for taxation years ending after December 31, 2007.

3 SBD limit: increased to $400,000 for taxation years ending after December 31, 2004.
4 SBD limit: $400,000, since April 1, 2003. The general rate is reduced to 10%, effective April 1, 2006.
5 SBD limit: $300,000, since January 1, 2002; $400,000, effective July 1, 2006; $450,000, effective

July 1, 2007; and $500,000, effective July 1, 2008. The general rate is reduced to 14%, effective
July 1, 2006; 13%, effective July 1, 2007; and 12%, effective July 1, 2008.

6 SBD limit: $400,000 since 2005. General corporate rate reduced to 13%, effective July 1, 2008.
7 Threshold and ceiling for small businesses: $400,000 and $1,128,519 since January 1, 2004.
8 Rate on active income: increased to 9.9%, effective January 1, 2006; to 11.4%, effective January 1, 2008;

and to 11.9%, effective January 1, 2009. Rate for SBD limit ($400,000): reduced to 8.5%, effective
January 1, 2006, and to 8%, effective March 24, 2006.

9 Reduced rates are applicable as of July 1, 2006 and July 1, 2007, and the corresponding SBD limits
are: $450,000, $475,000 and $500,000.

10 SBD limit: increased to $350,000, effective April 1, 2005, and to $400,000, effective April 1, 2006. 
11 Rate applicable to the SBD limit: reduced to 6.5%, effective April 1, 2005, and reduced by 1.1% in each

of the coming five years, including 2006, to reach 1% in 2010. SBD limit: $300,000 for 2005 and subsequent
taxation years.

12 SBD limit: $300,000 for 2005 and subsequent taxation years. For Yukon, the SBD limit will be
$400,000 in 2007.

13 The income tax rate for large corporations is reduced to 11.5%, effective July 1, 2006; the 4% rate for
small businesses is under deliberation.

Corporate tax rates1
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1 The top marginal rates on dividends have not
been included in this table. The May 2, 2006
federal budget proposed various changes to the
existing dividend tax regime. Under the proposal,
effective January 1, 2006, the gross-up of “elgible
dividends” is increased from 25% to 45% and the
dividend tax credit will be increased from 13.33%
of the grossed-up dividend to 19%. It is uncertain
at this time if the provinces and territories (with
the exception of Quebec) will make any changes
to the provincial taxation of dividends. The combined
top marginal rates on dividends, when available,
will be included in an updated edition of Quick
Tax Facts at www.deloitte.ca.

? This table cannot be used if taxable income includes
Canadian dividends.

? Tax was calculated using the information available
up to May 17, 2006 and incorporates proposed
changes announced in the federal, provincial, and
territorial budgets. Tax includes federal, provincial
and territorial tax (and surtax, where applicable),
but excludes minimum tax.

? All provinces and territories are using a “Tax-on-
Income” system and apply provincial and territorial
tax rates to taxable income. Tax for non-residents
is calculated at 48% of basic federal tax.

? In calculating tax, only the basic personal non-
refundable credits, both federal and provincial/
territorial, have been considered. The non-refundable
credits for EI and CPP/QPP contributions, the
northern resident deduction, low income tax
reductions and credits and refunds of GST and
provincial sales taxes have not been considered. 

? This table does not include the Ontario Health
Premium. For the 2006 taxation year, the premium
will vary from $0 for individuals having a taxable
income of $20,000 or less to a maximum of $900
when the taxable income is $200,600 or higher.

2006 — Federal, provincial and territorial income tax for individuals 

TOP MARGINAL RATES (%)1
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Deferred income plans — 
Maximum annual contributions
Year RRSP RPP*
2005 16,500 18,000
2006 18,000 19,000
2007 19,000 20,000
2008 20,000 21,000
2009 21,000 22,000
2010 22,000 Indexed
2011 Indexed Indexed

* The RPP annual contribution limits apply
to defined contribution pension plans only.
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International tax treaty rates1

1 Tax rates (in percentages) applied by Canada to certain payments to residents of selected countries
with which it has signed international tax treaties. Refer to the applicable tax treaties, since certain
exceptions modify the tax rates.

2 Certain payments are exempt from withholding tax.
3 Rates vary according to the ownership percentage, and whether the payments are made to an

individual or a corporation.
4 The treaty does not apply to Hong Kong.
5 The amended rates (in parentheses) are contained in the treaty dated June 3, 2002, which has been

signed but not yet come into force. The new rates will be effective on January 1 of the year in which
the treaty comes into force.

2006 2007 2008

Rate Exemption Rate Exemption Rate Exemption
% $ millions % $ millions % $ millions

Federal1 – – – – – –

Saskatchewan2 0.6/0.3 20 0.3/0.15 20 0.15/0 20/n.a.

Manitoba3 0.3/0.5 5 0.3/0.5 10 0.3/0.5 10

Ontario4 0.3 10 0.285 12.5 0.285 15

Québec5 0.525 1 0.49 1 0.36 1

New Brunswick6 0.25 5 0.2 5 0.1 5

Nova Scotia7 0.275-0.25/ 0/5 0.25-0.225/ 0/5 0.225-0.2/ 0/5
0.55-0.5 0.5-0.45 0.45-0.4

1 Capital tax on large corporations is eliminated as of 2006.
2 General exemption of $10 million and additional exemption of up to $10 million. Rate reduced to 0.3%

on July 1, 2006 and to 0.15% on July 1, 2007. Capital tax is to be eliminated effective July 1, 2008.
3 The 0.3% rate is applicable on taxable capital between $10 million and $20 million. The 0.5% rate is

applicable on taxable capital in excess of $20 million. Subject to a balanced budget, commencing
July 1, 2008, the rate will be reduced to 0.2% on taxable capital between $10 million and $20 million
and to 0.4% on taxable capital in excess of $20 million.

4 Rate reduced to 0.225% for 2009. Elimination of capital tax in 2010 should the fiscal position of the
province allow it. 

5 Rate reduced to 0.29% for 2009. Partial reduction of the exemption where paid-up capital is between
the amount of the exemption and an amount equal to four times the exemption.

6 Capital tax is to be eliminated starting in 2009.
7 Rate reductions are effective July 1 of each year. Lower rates are applicable on taxable capital in excess

of $10 million (no exemptions). Higher rates are applicable on taxable capital between $5 million and
$10 million ($5 million exemption). The capital tax will be phased out by 2012.

Capital tax (for corporations other than financial institutions)


