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The Québec Taxation Review Committee  
makes public its report 

 
A medium-term perspective and long-term reflection 

 
Québec City, March 19, 2015 – The Québec Taxation Review Committee’s 
proposed reform focuses on a medium- and long-term perspective and presents 
suggestions that should sustain future reflection. In the medium term, the committee 
recommends that the government revise capital gains taxation. In the longer term, it 
recommends that thorough reflection occur on the very foundations of income tax by 
examining the implementation of a dual income tax system. The adoption of the 
suggestions would require coordination across Canada. 
 
A medium-term perspective: a revision of capital gains taxation 
In the medium term, the committee recommends that the government revise capital 
gains taxation. The revision would require Canada-wide coordination to avoid capital 
gains realization simply shifting outside Québec were Québec to act alone. 
 
The committee recommends the elimination of the partial inclusion of capital gains 
and its replacement by the recognition of the real capital gain, i.e. the capital gain that 
takes into account inflation. In the case of capital gains realized at the time of 
disposition of property owned for less than one year, the capital gain would be taxed 
like any other income. Beyond the one-year time limit, the capital gain realized would 
be adjusted to take into account inflation. 
 
The committee recommends that the non-taxation of the capital gain on principal 
residences be maintained but with two tightening measures. The first measure would 
seek to exclude gains stemming from speculation. The second measure would limit 
the exemption to a lifetime amount of $1 million in order to tax part of the gains 
stemming from stellar returns. 
 
As for the existing cumulative capital gains exemption applicable to the sale of shares 
in a business, or of farm property or fishing property, the committee recommends its 
replacement by an additional registered retirement savings plan (RRSP) contribution. 
Indeed, the exemption is intended to recognize that for the owner of an SME, the 
value of his enterprise constitutes the capital that will enable him to finance his 
retirement. The committee is of the opinion that the lifetime capital gains exemption is 
not an appropriate way to encourage personal savings for retirement. 
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It recommends the abolition of the preferential treatment accorded stock options 
granted to employees. Such treatment is linked to that of the capital gain. Since it has 
been proposed in the medium term to abolish the partial inclusion of the capital gain, 
it would be logical to also abolish the preferential treatment accorded stock options. 
In anticipation of coordination between the provinces and the federal government in 
this respect, the committee recommends in the short term that Québec harmonize its 
provisions with those elsewhere in Canada as regards public corporations in order to 
avoid high-income taxpayers moving to the other provinces. 
 
In Québec as in Canada overall, the treatment of capital gains is subject to specific 
rules that are more favourable than the general tax regime. The committee’s 
recommendations target the comprehensive revision of capital gains taxation in order 
to treat more fairly capital gains compared with other sources of income. 
 
The funds generated by this change in the taxation system would allow for more 
extensive revision of tax expenditures and, therefore, to fund a bigger general income 
tax reduction. 
 
Long-term reflection: the examination of a dual income tax system  
The committee recommends that Québec examine the implementation in the long run 
of a dual income tax system, following the example of the Scandinavian countries. 
Such a system could make the taxation of income more favourable to economic 
growth and a higher standard of living. 
 
The committee wishes to emphasize that more detailed analyses should be 
conducted to determine whether this avenue is the one that should indeed be 
emphasized in the long term. Such a reform would demand extensive preparation. 
The collaboration of the other Canadian jurisdictions would be essential. 
 
Certain experts have argued in favour of the establishment of such a system in 
Canada. In particular, a dual income tax system simplifies the application of the 
taxation system. It is more neutral in the treatment of income and the realization of 
capital income over time. It takes into account capital mobility and avoids the erosion 
of the tax base. 
 
Additional avenues for reflection 
Again in the medium and long term, the committee is inviting the government to 
establish processes of reflection on two other possible tax reforms, broadening the 
field of consumption taxes and greater reliance on eco-taxation. 
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The Québec Taxation Review Committee 
At the conclusion of eight months of deliberations, the Québec Taxation Review 
Committee is making public its final report, entitled Focusing on Québec’s Future. 
The committee presents its deliberations and reflections in the six volumes of the 
report and formulates 71 recommendations to the government leading to a major 
reform of the tax system. Chaired by Luc Godbout, Director of the Département de 
fiscalité at the Université de Sherbrooke, the committee comprised specialists in the 
realms of taxation and public policy and representatives of the business community. 
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