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In its budget released on March 28, 2018, the Ontario government outlines
enhancements to incentives for business to encourage innovation and improve
competitiveness. Specifically, the budget proposes to enhance the Ontario
research and development tax credit (ORDTC), Ontario innovation tax credit
(OITC), Ontario interactive digital media tax Credit (OIDMTC) and to increase
investments in various funds.
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ORDTC
The ORDTC is a 3.5% non-refundable tax credit on eligible research and
development (R&D) expenditures. For companies that qualify for the ORDTC,
the budget proposes to increase the 3.5% rate to 5.5% on eligible R&D
expenditures over $1 million incurred on or after March 28, 2018. The $1
million threshold will be prorated for short taxation years and the enhanced tax
credit rate will be prorated for taxation years that straddle March 28, 2018.
This enhanced tax credit rate would not be available to businesses where
eligible R&D expenditures in the current taxation year are less than 90% of
eligible R&D expenditures in the prior taxation year.
OITC
The OITC is an 8% refundable tax credit for small to medium-sized companies
on eligible R&D expenditures. To enhance the OITC, the Ontario budget
proposes that if a company qualifies for the OITC and has a ratio of R&D
expenditures to gross revenues as outlined in the table below, the OITC rate
may increase accordingly.

Ration of R&D to gross
revenue

OITC rate

10% or less

8%

Between 10% and 20%

Increase from 8% to 12% on a
straight-line basis as ratio of R&D to
gross revenue increases from 10% to
20%

20% and above

12%
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For the calculation of the ratio, both R&D expenditures and gross revenue must
be attributable to Ontario operations and would be aggregated among
associated corporations.
The enhanced rates will apply to eligible R&D expenditures incurred on or after
March 28, 2018.
OIDMTC
The OIDMTC is a 35–40% refundable tax credit available to qualifying
corporations for expenditures related to the creation of eligible interactive
digital media products. The budget proposes to extend the OIDMTC to film and
television websites purchased or licensed by a broadcaster and embedded in
the broadcaster’s website. This will apply to websites that host content related
to film, television or internet productions that have not received either a
certificate of eligibility or letter of ineligibility before November 1, 2017.
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Additional funding
The government will renew, enhance and extend the Jobs and Prosperity fund
with an increase of $900 million over the next 10 years as follows:
•
Investing an additional $500 million in the New Economy fund over the
next 10 years.
•
Continuing to invest $30 million in the Forestry Growth fund over the
next three years.
•
Continuing to invest $120 million in the Food and Beverage Growth
fund over the next three years.
•
Creating a new Venture Technologies fund with an investment of $85
million over 10 years to help high-potential fast-growing firms with
venture capital funding. This new fund will complement the Ontario
Scale-up Vouchers program.
•
Creating the Transformative Technology Partnerships fund with an
investment of $50 million over the next 10 years to help accelerate the
development and commercialization of transformative technologies
such as artificial intelligence and 5G wireless communication within the
province.
•
Investing an additional $100 million over 10 years in the Eastern
Ontario Development fund and Southwestern Ontario Development
fund.
•
Creating a new Greater Toronto and Hamilton area fund to invest in
and support small and medium-sized businesses in the Greater Toronto
and Hamilton area with a commitment of $100 million over the next 10
years.
•
Investing an additional $5 million to the Communities in Transition
fund.
•
Strengthening the Economic Development in Northern Communities
fund with an additional $85 million over three years.
Commercialization of intellectual property
As a number of countries and provinces have implemented tax incentives for
the commercialization of intellectual property, such as the patent box, the
Ontario government is exploring the effectiveness and feasibility of tax
incentives to commercialize intellectual property in Ontario.

To discuss these incentives in greater detail, please contact your Deloitte tax
advisor or any of the individuals listed in this newsletter.

Deloitte LLP
Bay Adelaide Centre, East Tower
8 Adelaide Street West, Suite 200
Toronto ON M5H 0A9
Canada
This publication is produced by Deloitte LLP as an information service to clients
and friends of the firm, and is not intended to substitute for competent
professional advice. No action should be initiated without consulting your
professional advisors. Your use of this document is at your own risk.
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Deloitte provides audit & assurance, consulting, financial advisory, risk advisory,
tax and related services to public and private clients spanning multiple
industries. Deloitte serves four out of five Fortune Global 500® companies
through a globally connected network of member firms in more than 150
countries and territories bringing world-class capabilities, insights and service to
address clients’ most complex business challenges. To learn more about how
Deloitte’s approximately 264,000 professionals—9,400 of whom are based in
Canada—make an impact that matters, please connect with us on LinkedIn,
Twitter or Facebook.
Deloitte LLP, an Ontario limited liability partnership, is the Canadian member
firm of Deloitte Touche Tohmatsu Limited. Deloitte refers to one or more of
Deloitte Touche Tohmatsu Limited, a UK private companies limited by
guarantee, and its network of member firms, each of which is a legally separate
and independent entity. Please see www.deloitte.com/about for a detailed
description of the legal structure of Deloitte Touche Tohmatsu Limited and its
member firms.
Please note that Deloitte is prepared to provide accessible formats and
communication supports upon request.
© Deloitte LLP and affiliated entities.
To no longer receive emails about this topic please send a return email to the
sender with the word “Unsubscribe” in the subject line.

04

