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HIGHLIGHTS

The government has achieved its objectives announced in 2014.

— Public finances have been balanced since 2015-2016.

— The recorded surpluses have been reinvested in public services, particularly
education and health, and in reducing the tax burden for Quebecers to improve
their quality of life.

— In addition, the weight of Québec’s debt has decreased and planned
investments in public infrastructure have increased.

The March 2018 Québec Economic Plan provides for the continuation of measures
needed to strengthen the funding of public services and support Québec’s
economy. More specifically, the plan provides for:

— maintenance of a balanced budget;

— additional funding for education and health services;

— support for economic development in all regions;

— measures to improve Quebecers’ quality of life;

— an increase in public capital investments;

— a $10-billion debt repayment over the next five years, while continuing to make
deposits of dedicated revenues in the Generations Fund.
CHART 1
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(1) Budgetary balance within the meaning of the Balanced Budget Act, after use of the stabilization reserve.
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QUEBEC’S ECONOMY IS GOING FULL THROTTLE

Québec’'s economy is going full throttle. Growth in real gross domestic
product (GDP) accelerated from 1.4% in 2016 to 3.0% in 2017.

— Economic activity has not been this strong since 2000.

The factors that drove economic growth in 2017 will remain in place in the coming
years. Real GDP is expected to increase by 2.1% in 2018 and 1.7% in 2019.

— Québec’s sound fiscal position will continue to support consumer and business
confidence.

— Families will benefit from the robust labour market, wage growth and the recent
tax cuts by the Québec government.

— Growth in investments, which are seeing a strong resurgence, will be
supported by high business-owner confidence in Québec’s economic outlook.

— In addition, exports will be supported by the good economic performance
of Québec’s major trading partners.

CHART 2

Economic growth in Québec
(real GDP, percentage change)
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Sources: Institut de la statistique du Québec, Statistics Canada and Ministére des Finances du Québec.
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MAINTENANCE OF A BALANCED BUDGET

U Québec’s financial framework
A balanced budget is forecast for the period covered by the financial framework.

In 2018-2019, consolidated revenue is $109.6 billion, with growth of 2.2%, while
consolidated expenditure stands at $108.7 billion, with growth of 4.5%.
In 2019-2020, consolidated revenue growth will be 3.4% and consolidated
expenditure growth, 2.6%.

In addition, deposits of dedicated revenues in the Generations Fund amount
to $2.5 billion in 2018-2019 and $2.7 billion in 2019-2020.

The government plans to use $1.6billion from the stabilization reserve
in 2018-2019 and $936 million in 2019-2020.

TABLE 1

Consolidated summary financial framework — March 2018
(millions of dollars)

2017-2018 2018-2019 2019-2020
Own-source revenue 84 527 85923 88 595
% change 2.2 1.7 3.1
Federal transfers 22 669 23674 24 764
% change 12.3 4.4 4.6
Consolidated revenue 107 196 109 597 113 359
% change 4.2 2.2 3.4
Mission expenditures -94 817 -99313 -102 066
% change 6.5 4.7 2.8
Debt service -9 237 -9 380 -9 422
% change -3.0 1.5 0.4
Consolidated expenditure -104 054 -108 693 —-111 488
% change 5.6 4.5 2.6
Contingency reserve — — -100
SURPLUS 3142 904 1771
BALANCED BUDGET ACT
Deposits of dedicated revenues in the Generations Fund —2292 -2 491 -2707
Use of the stabilization reserve — 1587 936
BUDGETARY BALANCE " 850 — —

(1) Budgetary balance within the meaning of the Balanced Budget Act, after use of the stabilization reserve.
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O Change in expenditure

The economy’s strong performance as well as sound management of public
finances enable further investments in public services, particularly education and
health, to improve the quality of life for Quebecers.

Mission expenditures grew at an average rate of 3.0% between 2014-2015 and
2017-2018. The target growth rate for 2018-2019 is 4.7%.

For the following years, expenditure growth is determined on the basis of revenue
growth.

CHART 3
Growth in mission expenditures
(per cent)
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EDUCATION AND HEALTH FUNDING:
COMMITMENTS HAVE BEEN MET

The government has made education and health a priority.
U0 Education

Through the Québec Economic Plan, the government has taken a number of
significant steps to enhance educational success by, in particular, better supporting
children and students.

— As of September 2018, 3 100 additional professionals will support elementary
and secondary school students in their learning paths. Another 1 000 resources
will be added to teach and support postsecondary students.

— In 2021-2022, the education system will have an additional 10 200 professional
staff.

The government committed to an annual growth rate of 3.5% for spending on
education.

— The March 2018 Québec Economic Plan confirms that the target has been met.

For 2018-2019, growth in program spending on education is set at 5.0%.
Expenditure amounts to $18.9 billion.

— That includes additional investments made since 2016, totalling $897 million.

Moreover, from 2016-2017 to 2018-2019, spending on education will have
increased by 4.3%, which is 0.8 percentage points higher than the initial spending
target.

The spending target will be held at 3.5% growth for the coming years.

CHART 4

Program spending — Education et Enseignement supérieur
(per cent)

,

Target: 3.5%
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O Health

Through the Québec Economic Plan, the government has taken a number of
significant steps to improve access to quality services, particularly for vulnerable
persons, including seniors and people with an addiction.

The government committed to an annual growth rate of 4.0% for spending on health
and social services.

— The March 2018 Québec Economic Plan confirms that the target has been met.

In 2018-2019, program spending on health and social services is set to grow
by 4.6%. Program spending primarily ensures funding for health institutions and
physician compensation.

— In particular, spending by health institutions has increased by 5.3%. This
significant improvement in health services was enabled by the fiscal room freed
up by the compensation agreements reached with the medical federations,
which will hold growth in the cost of medical services below 3.0% until
2022-2023.

From 2016-2017 to 2018-2019, health spending will have increased at an average
rate of 4.0% and growth will be held at that rate for the coming years.

— The increase in funding allocated to health and social services institutions will
be used, in particular, to implement various measures to support the work of
Québec nurses.

CHART 5

Program spending — Santé et Services sociaux
(per cent)

2016-2017 2017-2018 2018-2019 2019-2020 2020-2021
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ADDITIONAL INVESTMENTS UNDER THE MARCH 2018 QUEBEC
EconNomic PLAN

The strong performance of the economy and the improvement in Québec’s
financial position enable the government to make additional investments
of $3.7 billion in 2018-2019 and $4.7 billion in 2019-2020 relative to
the March 2017 Québec Economic Plan.

— These investments will strengthen funding for public services, spur economic
growth and raise Quebecers’ standard of living.

The March 2018 Québec Economic Plan announces, in particular, the following
additional investments by 2022-2023:

— $1.2 billion to foster success in education and higher education;
— $3.6 billion to improve access to quality health services;
— $2.3 billion to support Québec SMBs, including $259 million in 2018-2019.

TABLE 2

Measures in the March 2018 Québec Economic Plan — difference relative to
the March 2017 Québec Economic Plan
(millions of dollars)

2017- 2018- 2019- 2020- Cumul.

2018 2019 2020 2021 6 year" Page ref.
Education and higher education — 163 204 227 1181 C.3
Health and social services 136 255 603 866 3575 C.5
Tax measures for families and seniors — 202 125 92 638 Cc.7
Further measures to support families,
seniors and communities 72 203 306 371 2088 C.45
Additional support for Québec SMBs 36 259 372 472 2318 D.7
Fostering economic development in all
regions 150 42 68 84 417 D.111
Fostering business investment and
innovation 136 145 253 230 1059 D.45
Meeting labour market challenges 50 104 147 161 796 D.107
Reform of the school tax system — 499 679 682 3220 C.43
Other measures 268 178 128 97 809 D.195
Subtotal 848 2050 2884 3281 16100
Measures in the November 2017 update 1340 1664 1767 1917 10991 Nov. 2017
TOTAL 2187 3714 4651 5198 27 091

Note: Totals may not add due to rounding.
(1) The additional investments include investments for fiscal years 2017-2018 to 2022-2023.
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PUBLIC CAPITAL INVESTMENTS

The improvement in Québec’s financial situation allows the government to raise
investments under the 2018-2028 Québec Infrastructure Plan (QIP) to a record
level.

— Investments under the 2018-2028 QIP amount to $100.4 billion, an increase
of $9.3 billion relative to the 2017-2027 QIP.

The increase means that, from now until 2028, the government will be injecting
over $10 billion a year, on average, into Québec’s infrastructure to:

— meet infrastructure needs;

— step up major strategic projects, particularly in the education, health and social
services sectors, the road network and public transit.

These substantial investments will be made by:

— giving priority to public safety, replacement of outdated infrastructure and
economic development;

— remaining within Québec taxpayers’ ability to pay and achieving the debt
reduction objectives.

CHART 6

Investments under the 2018-2028 Québec Infrastructure Plan
(billions of dollars)

2018-2028 QIP: 100.4
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QUEBEC IS ON TRACK TO ACHIEVE ITS DEBT REDUCTION OBJECTIVES

U Debt reduction objectives

The Québec government set debt reduction objectives that have been included in
the Act to reduce the debt and establish the Generations Fund.

— For the 2025-2026 fiscal year, the gross debt must not exceed 45% of GDP
and the debt representing accumulated deficits must not exceed 17% of GDP.

The gross debt burden has decreased for the third year in a row. As
at March 31, 2018, the gross debt will stand at $204.5 billion. As a share of the
economy, this is equivalent to 49.6% of GDP.

The ratio of gross debt to GDP is forecast to be 45.0% as at March 31, 2023. The
debt reduction objective stipulated in the Act will thus have been achieved.

As at March 31, 2018, the debt representing accumulated deficits will amount
to $115.1 billion, or 27.9% of GDP. The objective for reducing the debt
representing accumulated deficits will be achieved in 2025-2026, as stipulated in
the Act.

CHART 7 CHART 8
Gross debt as at March 31 Debt representing accumulated
deficits as at March 31
(percentage of GDP) (percentage of GDP)
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O $10 billion in debt repayment within five years

As at March 31, 2018, the sums credited to the Generations Fund will amount
to $12.8 billion. In accordance with the Act, the Fund is dedicated exclusively to
repaying the debt.

The March 2018 Québec Economic Plan provides for the use of $10 billion from
the Generations Fund, at a rate of $2 billion a year from 2018-2019 to 2022-2023,
to repay maturing borrowings on financial markets.

Revenues dedicated to reducing the debt will continue to be credited to the
Generations Fund each year, but a portion of the assets will be used to repay
maturing borrowings, as provided for in the Act.

The $10 billion debt repayment within five years will reduce the interest charges on
the debt. As of 2018-2019, every Quebecer will reap the benefits of the
government’s debt reduction efforts.

TABLE 3

Use of the Generations Fund for debt repayment
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Book value, beginning of year 10523 12815 13306 14013 15004 16269
Revenues dedicated to the
Generations Fund 2292 2491 2707 2991 3265 3502

Use of the Generations Fund to
repay maturing borrowings — —2000 -2000 -2000 -2000 -—2000 -10000

BOOK VALUE, END OF YEAR 12815 13306 14013 15004 16269 17771

Budget 2018-2019 |
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INTRODUCTION

The government implemented the Québec Economic Plan as early as June 2014.
Through it, the government has been able to restore sound public finances and
achieve budgetary surpluses, enabling it to provide substantial support to boost the
economy and improve public services and quality of life.

The plan has been effective.

— Québec’s economy is going full throttle. In 2017, it saw the highest growth rate
in nearly 20 years.

— The economy’s strong performance drove robust job creation. Since May 2014,
222 600 jobs have been created.

These favourable conditions and the sound management of public finances have
enabled the government to reduce the tax burden for families and further invest in
fostering educational success, improving health services, reducing poverty and
supporting the economy in all regions of Québec.

— These initiatives are contributing to the improvement in Quebecers’ quality of life.

The March 2018 Québec Economic Plan provides for maintenance of a balanced
budget in 2018-2019 and subsequent years. The improvement in Québec’s
economic and financial situation and use of a portion of the budgetary surpluses
achieved allow the government to announce additional investments for the benefit
of all Quebecers.

This section provides an overview of Québec’s economic and fiscal policy
directions and the means taken by the government to continue its sound
management of public finances." It discusses:

— Québec’s fiscal policy directions;

— The five-year financial framework includes revenue and expenditure
forecasts.

— The good performance of the Québec economy is translating into
substantial revenue growth.

— A budgetary surplus of $850 million is forecast for 2017-2018 and a
balanced budget is forecast for subsequent years.

Unless otherwise indicated, this document is based on data available as at March 14, 2018. In
addition, the budgetary data presented throughout this section for 2017-2018 and
subsequent years are forecasts.

| Québec’s Economic and
| Fiscal Policy Directions A3
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— The debt continues to fall thanks to the maintenance of deposits in the

Generations Fund.

— The Québec Economic Plan provides for the use of $2 billion a year
from the Generations Fund, as of 2018-2019, to repay maturing
borrowings. That is, $10 billion over five years.

— The debt reduction objectives will be met by 2025-2026, as stipulated in
the legislation.

Restored fiscal health and debt control create fiscal space for increasing
infrastructure investments.

— The funding earmarked for public infrastructure projects is being
increased by $9.3 billion, to a record level of $100.4 billion.

— This represents an average annual investment of over $10 billion for the
next ten years.

— The new initiatives under the Québec Economic Plan, which aim to improve the
quality of life for Quebecers. The initiatives are aimed at, among other things:

A4

ensuring quality services and infrastructure, primarily in education and
health;

giving all Quebecers more quality time thanks to better access to services
and better support;

raise everyone’s standard of living thanks to a strong, sustainable economy
in all regions.

Budget 2018-2019 |
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1.  QUEBEC’S FISCAL POLICY DIRECTIONS

The March 2018 Québec Economic Plan is an opportunity for the government to
reiterate its fiscal policy directions and align them with the current economic
situation.

The government has achieved its objectives announced in June 2014

— The budget has been balanced since 2015-2016 and the recorded surpluses
have been reinvested in improving public services and reducing the tax burden
for Quebecers. In particular:

— the government committed to annual growth rates of 3.5% for education
spending and 4.0% for health spending;

— the March 2018 Québec Economic Plan confirms that those targets have
been met. In 2018-2019, education spending will grow by 5.0% and health
spending by 4.6%.

— Québec’s debt has decreased and planned public infrastructure investments
have increased.

The economic and fiscal policy directions provide for the continuation of the
measures needed to improve public services and support the Québec economy
while maintaining sound public finances. In particular, the plan provides for:

— maintenance of a balanced budget;

— delivery of quality services, particularly through additional funding to increase
educational success and improve health services;

— support for economic growth and for economic transformation through
measures in favour of businesses, especially SMBs;

— measures to improve the quality of life for Quebecers;

— an increase in public capital investments, particularly to implement major
strategic public transit projects and accelerate the upgrading of schools and
hospitals;

— a $10-billion debt repayment over the next five years, while continuing to make
deposits of dedicated revenues in the Generations Fund.

| Québec’s Economic and
| Fiscal Policy Directions A5
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O Government revenue and expenditure

In 2018-2019, the government’'s consolidated revenue stands at $109.6 billion,
making it possible to fund:

— the government’s mission expenditures, that is, spending for the government’s
primary functions, which stand at $99.3 billion;

— debt service, which stands at $9.4 billion;

— deposits in the Generations Fund, which total $2.5 billion.

CHART A1

Breakdown of the government’s consolidated revenue
and expenditure, 2018-2019

(billions of dollars)
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11.2 <
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Federal transfers
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expenditure
Mission 108.7

expenditures( 111.2

[d Generations
Fund
2.5

Debt service
9.4

Note: Totals may not add due to rounding.
(1) The missions represent the government’s primary functions: Health and Social Services, Education and Culture,
Economy and Environment, Support for Individuals and Families, and Administration and Justice.
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1.1 Recent developments in the Québec economy
U The strongest economic growth in nearly 20 years

Québec’s economy is going full throttle. Growth in real gross domestic
product (GDP) accelerated from 1.4% in 2016 to 3.0% in 2017.

— An economic performance that strong has not been seen since 2000.

The acceleration in economic activity was supported primarily by renewed
household and business-owner confidence, which was driven by the sound
management of Québec’s public finances and the steps taken by the government.

— Household consumption expenditure and the residential sector were buoyed by
strong job creation and wage growth.

— In addition, there was a strong resurgence in business investment in 2017,
reflecting investor confidence in Québec’s current and future economic
conditions.

Québec’s economy is expected to continue performing well in the coming years.
— Real GDP is forecast to increase by 2.1% in 2018 and 1.7% in 2019.

— The forecast growth rates are similar to those for Québec’s major trading
partners.
TABLE A.1

Economic growth
(real GDP, percentage change)

2016 2017 2018 2019
Québec 1.4 3.0 2.1 1.7
Ontario 26 2.7 1.9 1.8
Canada 1.4 3.0 21 1.7
United States 1.5 23 2.5 2.2

Sources: Institut de la statistique du Québec, Statistics Canada, Conference Board of Canada, IHS Markit and
Ministere des Finances du Québec.
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U Québec — a hub of job creation in Canada

The acceleration in economic activity in Québec led to strong job creation in 2017.
Since 2015, Québec has been a main hub of employment growth in Canada.

Since 2015, Québec’s contribution to total job creation in Canada exceeds its
demographic weight in the federation, which is 22.9%.

— An average of 90 200 new jobs were created in Québec in 2017 compared
to 2016, with 65 400 of them being full-time jobs.

— Queébec created nearly 27% of all new jobs in Canada in 2017.

— Québec was among the provinces with the highest job creation in Canada
for the third year in a row.

B Québec’s unemployment rate reaches historical low

Québec’s unemployment rate has dropped significantly in the past few years,
falling from 7.7% in 2014 to 7.1% in 2016 and 6.1% in 2017.

— The unemployment rate in 2017 was the lowest rate seen since the first
Statistics Canada Labour Force Survey in 1976.

— The unemployment rate in Québec thus fell below Canada’s unemployment
rate.

CHART A.2

Breakdown of job creation
in Canada, 2017
(percentage share)

CHART A3

Change in unemployment rate
in Québec and Canada
(per cent)
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Source: Statistics Canada.
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Source: Statistics Canada.

Budget 2018-2019 |
Economic Plan |



SECTION

The government is on track to achieve its target
to create 250 000 jobs in five years

From May 2014 to February 2018, the Québec economy created 222 600 jobs. More
specifically:

- 19500 jobs were added from May to December 2014;

- 41300 jobs were gained from January to December 2015;

- 88000 jobs were created from January to December 2016;

- 94100 jobs were added from January to December 2017.
Job creation kept pace with the acceleration of economic activity.

- Based on the employment growth seen in recent years and the projected growth
in 2018, the government is on track to meet its commitment to create 250 000 jobs
over five years.

Employment trends in Québec
(numbers of jobs)

4 300 000 4 263 600 jobs in February 2018

4200 000 ~ =7

4041000 jobs
in April 2014
4100000 — AT /\ /—
+19500 | +41300 +88 000 +94 100
4000 000 jobs jobs jobs jobs
2014 2015 2016 2017

Sources: Statistics Canada and Ministére des Finances du Québec.
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1.2 Recent developments in the budgetary situation

In June 2014, the government pledged to restore public finances in a sustainable
manner. The plan implemented to that effect has been successful. The budget
remains balanced in 2018-2019, for the fourth year in a row.

The acceleration of economic growth and the improvement in Québec’s financial
situation enable the government to maintain a balanced budget this year and the
years ahead and continue implementing initiatives to strengthen funding for quality
public services, support economic development and improve the quality of life for
Quebecers.

1.2.1 Maintenance of a balanced budget

Keeping the budget balanced is a crucial condition for Québec’s economic
development and prosperity.

— It makes it possible to secure stable funding for public services.

— It requires responsible management of public finances and demands that
expenditure be balanced against changes in revenue.

— It enables gradual reduction of the debt burden for the benefit of all Quebecers,
present and future generations.

— That contributes to higher consumer and business confidence, which leads to
faster economic growth.

The March 2018 Québec Economic Plan forecasts a balanced budget for
2017-2018 and subsequent years.

— A budgetary surplus of $850 million is projected for 2017-2018.

CHART A4

Budgetary balance," 2012-2013 to 2019-2020
(millions of dollars)

2191 2 361
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(1) Budgetary balance within the meaning of the Balanced Budget Act, after use of the stabilization reserve.
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U Québec’s financial framework
A balanced budget is forecast for the period covered by the financial framework.?

In 2018-2019, consolidated revenue is $109.6 billion, with growth of 2.2%, while
consolidated expenditure stands at $108.7 billion, with growth of 4.5%. In
2019-2020, consolidated revenue growth will be 3.4% and consolidated
expenditure growth, 2.6%.

In addition, deposits of dedicated revenues in the Generations Fund amount to
$2.5 billion in 2018-2019 and $2.7 billion in 2019-2020.

The government plans to use $1.6 billion from the stabilization reserve in
2018-2019 and $936 million in 2019-2020.

TABLE A.2

Consolidated summary financial framework — March 2018
(millions of dollars)

2017-2018 2018-2019 2019-2020

Own-source revenue 84 527 85923 88 595
% change 2.2 1.7 3.1
Federal transfers 22 669 23674 24 764
% change 12.3 4.4 4.6
Consolidated revenue 107 196 109 597 113 359
% change 4.2 2.2 3.4
Mission expenditures -94 817 -99313 -102 066
% change 6.5 4.7 2.8
Debt service -9 237 -9 380 -9422
Variation en % -3.0 1.5 0.4
Consolidated expenditure -104 054 108693 —-111488
% change 5.6 4.5 2.6
Contingency reserve — — -100
SURPLUS 3142 904 1771
BALANCED BUDGET ACT
Deposits of dedicated revenues in the Generations Fund -2 292 -2 491 -2 707
Use of the stabilization reserve — 1587 936
BUDGETARY BALANCE" 850 — —

(1) Budgetary balance within the meaning of the Balanced Budget Act, after use of the stabilization reserve.

2 A balanced budget is being maintained following the use of part of the stabilization reserve

for 2018-2019 to 2020-2021. This reserve, which consists of budgetary surpluses achieved,
amounts to $5.4 billion as at March 31, 2018.

| Québec’s Economic and
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B Budgetary surpluses used for the benefit of Quebecers

Sound management of public finances and the acceleration in economic growth in

recent years have resulted in budgetary surpluses. Since 2015-2016, the surpluses
have totalled $5.4 billion.

As of now, a portion of the surpluses, that is, $3.0 billion, is being used for the
benefit of all Quebecers. Among other things, it will go toward easing the tax

burden for Quebecers, improving their quality of life and strengthening the funding
of public services.

CHART A5 CHART A6
Budgetary surpluses allocated Use of the stabilization reserve
to the stabilization reserve
(millions of dollars) (millions of dollars)
$5.4 billion
A
' I .
2 361 $3.0 billion
2191 AL
r N
1587
850 936
479
2015- 2016- 2017- 2018- 2019- 2020-
2016 2017 2018 2019 2020 2021

The stabilization reserve stood at $4.6 billion at the start of 2017-2018 and
$5.4 billion in early 2018-2019. It will be brought down to $2.4 billion at year-end
2020-2021, a sufficient level given the government’s sound financial framework.

TABLE A3

Stabilization reserve
(millions of dollars)

2017-2018 2018-2019 2019-2020 2020-2021 2021-2022 2022-2023

Balance, beginning of year 4 552 5402 3815 2879 2400 2400
Allocations 850 — — — — —
Uses — -1 587 -936 —479 — —
BALANCE, END
OF YEAR 5402 3815 23879 2400 2400 2400
Budget 2018-2019 |
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1.2.2 Main adjustments to the financial framework

The improvement in Québec’s financial situation and the acceleration of economic
growth in recent years enable the government to keep the budget balanced and
take new initiatives to improve the standard of living for Quebecers, enhance public
services, support regional economies and support the transformation of the
economy.

U Change in the budgetary situation in 2017-2018

The monthly report on financial transactions as at December 31, 2017 shows a
budgetary surplus of $2.9 billion.

Ongoing implementation of the initiatives announced in the November 2017 update
of the Québec Economic Plan, and the projected results for January to March 2018,
raise the forecast budgetary surplus as at March 31, 2018 to $1.7 billion.

Taking into account the new initiatives being announced, the March 2018 Québec
Economic Plan still forecasts a balanced budget in 2017-2018.

— A budgetary surplus of $850 million is forecast in 2017-2018.

TABLE A4

Change in the financial framework for 2017-2018
(millions of dollars)

2017-2018
MONTHLY REPORT ON FINANCIAL TRANSACTIONS AS AT DECEMBER 31, 2017 2900
Initiatives in the November 2017 update
— Easing of the tax burden on individuals" -322
— Reduction of poverty —41
— Investments in educational success and health -129
— Support for regional economies -86
Subtotal -578
Government’s contribution to the ARTM for operation of the REM® -733
Support for the taxi industry -250
Other results projected for January 1 to March 31, 2018 359
PROJECTED BUDGETARY SURPLUS AS AT MARCH 31, 2018 1698
Initiatives in the March 2018 Québec Economic Plan -848
BUDGETARY BALANCE — MARCH 2018 850

(1) A balance of $322 million still has to be reported in the results between January 1 and March 31, 2018. The total
reduction in the tax burden for 2017-2018 announced in the November 2017 update is $1 083 million.

(2) Réseau express métropolitain. Details of the contribution are presented in the budget paper Electric Mobility:
Sustainable Development of all Transportation Modes.
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O Adjustments to the financial framework
for 2017-2018 to 2019-2020

The acceleration in the economy and sound management of public finances result
in positive adjustments to the financial framework for 2017-2018 and subsequent
years relative to the March 2017 Québec Economic Plan.

Overall, adjustments related to the economic and budgetary situation total
$3.0 billion in 2017-2018, $3.7 billion in 2018-2019 and $4.7 billion in 2019-2020.

The adjustments are attributable to the following factors in particular:

— positive adjustments of $964 million in 2017-2018 and $761 million in
2018-2019 to own-source revenue owing, in particular, to the good
performance of the economy, which generated higher revenues from corporate
taxes and sales taxes;

— reductions of $631 million in 2017-2018 and $378 million in 2018-2019 in debt
service due to, in particular, lower-than-expected long-term interest rates and
savings arising from debt repayment;

— positive adjustments to federal transfers primarily stemming from an
equalization adjustment payment in 2018-2019, leading to an impact of
$576 million in 2018-2019 and $1 089 million in 2019-2020;

— the use, in 2017-2018, of available amounts from the Contigency Fund, initially
set at $879 million, as well as reorganization of unallocated administrative
expenses, particularly for retirement plans and capital assets;

— the use, in 2018-2019 and 2019-2020, of a portion of the stabilization reserve
as a result of budgetary surpluses.

B Québec Economic Plan

The improvements in the financial framework since March 2017 are reinvested to
improve Quebecers’ standard of living and quality of life by:

— improving educational success and investing more in health;
— supporting the economy and its transformation;

— meeting labour market challenges.

Taken together, these additional investments amount to $2.2 billion in 2017-2018
and $3.7 billion in 2018-2019.

— Investments of $1.3 billion in 2017-2018 and $1.7 billion in 2018-2019 were
announced in the November 2017 update of the Québec Economic Plan, in
particular a $1-billion reduction in the tax burden annually.
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TABLE A5

Québec Economic Plan — Adjustments to the financial framework

(millions of dollars)

SECTION

2017-2018 2018-2019 2019-2020
BUDGETARY BALANCE — MARCH 2017 — — —
ADJUSTMENTS TO THE ECONOMIC
AND BUDGETARY SITUATION
Own-source revenue 964 761 1083
Revenue from government enterprises 255 -70 -112
Federal transfers
— Equalization adjustment payment — 576 1089
— Equalization and other transfers 640 877 1122
Program spending
— Use of the Contingency Fund and spending reallocation 1110 — —
— Use of fiscal room — 100 350
Other consolidated expenditure -663 -596 —404
Debt service
— Adjustment related to the economic situation 631 317 458
— Savings related to debt repayment — 61 130
Use of the contingency reserve 100 100 —
Use of part of the stabilization reserve — 1587 936
TOTAL 3037 3714 4651
QUEBEC ECONOMIC PLAN
Education and higher education — -163 -204
Health and social services -136 —255 -603
Tax measures for families and seniors — —202 -125
Further measures to support families, seniors and
communities -72 —203 -306
Additional support for Québec SMBs -36 -259 -372
Fostering economic development in all regions -150 —42 -68
Fostering business investment and innovation -136 -145 -253
Meeting labour market challenges =50 -104 -147
Reform of the school tax system — —499 —679
Other measures —268 -178 -128
Subtotal -848 -2 050 -2 884
Measures in the November 2017 update —1340 -1 664 -1767
TOTAL -2187 -3714 -4 651
BUDGETARY BALANCE — MARCH 2018 850 — —

Note: Totals may not add due to rounding. The detailed adjustments to the financial framework are presented in

Section F.
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Change in revenue and expenditure in 2018-2019

The March 2018 Québec Economic Plan projects a balanced budget for 2018-2019.
The 2.3% growth in own-source revenue is below the 4.7% growth in expenditure. The
spread is mainly attributable to the measures implemented in the last few years without

comprising program spending levels.

- Excluding the revenue measures, particularly the decrease in the bottom personal
income tax rate from 16% to 15% and the impact of the reform of the school tax

system, revenue growth would be 3.7%.

- Expenditure growth excluding, in particular, extension of the RénoVert refundable
tax credit, would be 3.8%, which is in line with revenue growth before measures.

Change in revenue and expenditure in 2018-2019
(millions of dollars)

2018-2019
Own-source revenue excluding revenue from government enterprises 81 591
% change 2.3
Revenue measures and other factors affecting revenue
— Decrease in the bottom tax rate from 16% to 15% -955
— Reduction of the contribution to the Health Services Fund -155
— Reform of the school tax system -499
— Other measures in the March 2018 Québec Economic Plan -152
— Other measures and factors affecting revenue 118
Subtotal -1 642
Total revenue before measures 83 233
% change 3.7
Mission expenditures 99 313
% change 4.7
Measures related to tax-funded expenditures
— Extension of the RénoVert refundable tax credit 129
— Supplement of $100 per child for the purchase of school supplies 112
— Introduction and enhancements to the tax shield 72
— Other 31
Subtotal 344
Deferral of spending by certain bodies and special funds 351
Mission expenditures before measures 98 618
% change 3.8

Note: Totals may not add due to rounding.

A16
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2. THE QUEBEC ECONOMIC PLAN

Implementation of the Québec Economic Plan has led to economic upswing and
the creation of 222 600 quality jobs since May 2014. Combined with responsible
management of public finances, the initiatives taken have strengthened the funding
of public services and supported economic development in recent years.

The strong performance of the economy and the additional revenue thus generated
enable the government to announce further investments under the Québec
Economic Plan.

— Moreover, the savings on debt service achieved through use of $2 billion a year
from the Generations Fund, as of 2018-2019, to repay maturing borrowings will
also be reinvested in improving public services.

The March 2018 Québec Economic Plan provides additional investments of
$2.1 billion in 2018-2019 to:

— fund the government’s priority missions that are education and health;
— improve the standard of living for Quebecers;

— support economic growth by further supporting SMBs, meeting labour market
challenges and supporting the economy in all regions.

These investments are in addition to those announced in the November 2017
update of the Québec Economic Plan, which total $1.7 billion.

Taken together, the initiatives provided for in the March 2018 financial framework in
respect of fiscal year 2018-2019 represent $3.7 billion more relative to March 2017.
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Overview of investments announced in fall 2017

In the November 2017 update of the Québec Economic Plan, the government
announced additional investments of over $1.3 billion for 2017-2018 and $1.7 billion
in 2018-2019, representing $11.1 billion over six years.

In particular, the following initiatives were announced:

— a $6.3-billion reduction in the tax burden on individuals, flowing from a decrease in
the bottom tax rate from 16% to 15% and the introduction of a supplement of
$100 per child for the purchase of school supplies;

injection of $2.6 billion to reduce poverty;

- $1.1 billion to improve educational success and increase health funding:
= $337 million in education and childhood,

= $107 million in higher education,

= $630 million in health and social services;

$667 million to support regional economies;

- $544 million to ensure Quebecers have a higher income in retirement.
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2.1 Investments under the March 2018 Québec
Economic Plan

The strong performance of the economy and the improvement in Québec’s
financial position allow for additional investments of $3.7 billion in 2018-2019.
These investments, totalling $27.1 billion over six years, that is, from 2017-2018
to 2022-2023, strengthen funding for public services, spur economic growth and
improve the standard of living for Quebecers.

The March 2018 Québec Economic Plan includes the following additional
investments in particular:

— $1.2 billion to foster success in education and higher education;
— $3.6 billion to improve access to quality health services;
— $2.3 billion to support Québec SMBs, including $259 million as of 2018-2019.

TABLE A.6

Measures in the March 2018 Québec Economic Plan — difference relative
to the March 2017 Québec Economic Plan
(millions of dollars)

2017- 2018- 2019- 2020- Cumul.
2018 2019 2020 2021 6 year” Page ref.

Education and higher education — 163 204 227 1181 C.3
Health and social services 136 255 603 866 3575 C5
Tax measures for families and seniors — 202 125 92 638 Cc.7
Further measures to support families,

seniors and communities 72 203 306 371 2088 C.45
Additional support for Québec SMBs 36 259 372 472 2318 D.7
Fostering economic development

in all regions 150 42 68 84 417 D.111
Fostering business investment and

innovation 136 145 253 230 1059 D.45
Meeting labour market challenges 50 104 147 161 796 D.107
Reform of the school tax system — 499 679 682 3220 C.43
Other measures 268 178 128 97 809 D.195
Subtotal 848 2050 2884 3281 16 100

Measures in the November 2017 update 1340 1664 1767 1917 10991  Nov. 2017
TOTAL 2187 3714 4651 5198 27091

Note: Totals may not add due to rounding.
(1) The additional investments include investments for fiscal years 2017-2018 to 2022-2023.
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2.2 Measures to ensure quality public services

For 2018-2019, the improvement in Québec’s economic and fiscal position enables
the government to allocate $1.4 billion in additional funding for public services
relative to the March 2017 Québec Economic Plan. The March 2018 Québec
Economic Plan provides:

— $372 million in health and social services to, in particular, improve access to
services in all the regions and increase services for vulnerable groups;

— $322 million to enhance funding for education and higher education with the
aim of improving educational success;

— $368 million to, in particular, stimulate the economic development of Québec’s
regions and reduce poverty.

These additional investments will bring program spending growth to 5.2%
in 2018-2019.

In addition, the sum of $499 million is being granted to school boards further to the
reform of the school tax system.
TABLE A7

Program spending by major portfolio, 2017-2018 and 2018-2019
(millions of dollars)

2017-2018 2018-2019
March Additional March March  Additional March
2017 amounts 2018 2017 amounts 2018
Santé et Services sociaux 36 764 105 36 869 38 169 372 38541
% change 4.2 4.2 3.8 4.6
Education et
Enseignement supérieur 17 882 187 18 069 18 559 322 18881
% change 4.2 5.4 3.8 5.0
Other portfolios 17 067 -27 17 040 17 502 368 17870
% change 1.8 1.1 2.6 4.3
Contingency Fund 879 —266 613 536 542 1078
Fiscal room — — — 250 -250 —
Subtotal 72 591 — 72591 75016 1355 76371
% change 4.1 4.6 3.3 5.2
Reform of the school
tax system — — — — 499 499
PROGRAM SPENDING 72 591 — 72591 75016 1853 76869
% change 4.1 4.6 3.3 5.9

Note: Totals may not add due to rounding.

(1) To assess growth in 2018-2019 based on comparable spending levels, the percentage changes for that year were
calculated by excluding, from 2017-2018 expenditures, transfers from the provision for francization attributed to
the Santé et Services sociaux portfolio ($12 million) and the Education et Enseignement supérieur portfolio
($79 million) and including them in the 2017-2018 expenditures of the other portfolios.

(2) Represents program spending growth before accounting for the impact of the reform of the school tax system.
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3. FISCAL OUTLOOK

3.1 Five-year financial framework
This section presents Québec’s fiscal outlook for 2017-2018 to 2022-2023.

— A balanced budget is forecast for the period covered by the financial
framework.

— A budgetary surplus of $850 million is projected for 2017-2018.

In 2018-2019, consolidated revenue is $109.6 billion, with 2.2% growth. Growth will
be 3.4% in 2019-2020.

Consolidated expenditure stands at $108.7 billion in 2018-2019, with 4.5% growth.
Growth will be 2.6% in 2019-2020.

The financial framework provides for a contingency reserve of $100 million
annually as of 2019-2020.

Over the forecast period, the financial framework provides for the deposits of
dedicated revenues in the Generations Fund required to achieve the debt reduction
objectives by 2025-2026.

— For that purpose, deposits in the Generations Fund amount to $2.5 billion
in 2018-2019 and will total $2.7 billion in 2019-2020.
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TABLE A.8

Consolidated financial framework, 2017-2018 to 2022-2023
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023

Consolidated revenue

Personal income tax 29115 30549 31974 33250 34594 35909
Contributions for health services 6 049 6 028 6 168 6 291 6 430 6 567
Corporate taxes 7 900 8 028 8 060 8 168 8 352 8 537
School property tax 2242 1817 1706 1779 1863 1948
Consumption taxes 20299 20921 21418 21910 22433 23078
Duties and permits 3947 3797 3979 4117 4215 4 365
Miscellaneous revenue 10240 10451 10820 11243 11708 12077
Government enterprises 4735 4 332 4 470 4786 5021 5264
Own-source revenue 84527 85923 88595 91544 94616 97745
% change 2.2 1.7 3.1 3.3 34 3.3
Federal transfers 22669 23674 24764 25296 25621 26 001
% change 12.3 4.4 4.6 2.1 1.3 1.5
Total consolidated revenue 107 196 109597 113359 116840 120237 123746
% change 4.2 2.2 34 3.1 29 29
Consolidated expenditure
Health and Social Services —-40240 42062 -43768 -45455 — —
Education and Culture —22572 -23781 -24645 -25446 — —
Economy and Environment -13833 -14374 -14338 -14232 — —
Support for Individuals and Families -10113 -10372 -10489 -10675 — —
Administration and Justice -8059 -8724 8826 8888 — —
Mission expenditures -94 817 -99 313 -102 066 -104 696 —107 294 -110 480
% change 6.5 4.7 2.8 2.6 2.5 3.0
Debt service -9237 9380 9422 -9532 -9578 9664
% change -3.0 1.5 0.4 1.2 0.5 0.9
Total consolidated expenditure -104 054 -108 693 -111 488 -114 228 -116 872 -120 144
% change 5.6 4.5 2.6 2.5 2.3 2.8
Contingency reserve — — -100 -100 -100 -100
SURPLUS 3142 904 1771 2512 3265 3502
BALANCED BUDGET ACT
Deposits of dedicated revenues
in the Generations Fund -2292 2491 2707 2991 -3265 3502
Use of the stabilization reserve — 1587 936 479 — —
BUDGETARY BALANCE" 850 — — — — —

(1) Budgetary balance within the meaning of the Balanced Budget Act, after use of the stabilization reserve.
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U Mission expenditures
In 2018-2019, growth in expenditure for the government’s missions is set at 4.7%:

— 4.6% for Health and Social Services, which includes primarily the activities of
bodies in the health and social services network and the programs
administered by the Régie de I'assurance maladie du Québec;

— 5.0% for Education and Culture, which consists primarily of the activities of
educational institutions, student financial assistance, programs in the culture
sector and immigration-related programs.

TABLE A.9

Mission expenditures
(millions of dollars)

2017-2018 2018-2019 2019-2020  2020-2021

Health and Social Services 40 240 42 062 43 768 45 455
% change 3.9 4.6 4.1 3.9
Education and Culture 22 572 23781 24 645 25 446
% change 4.3 5.0 3.6 3.3
Economy and Environment 13 833 14 374 14 338 14 232
% change 12.1 3.9 -0.3 -0.7
Support for Individuals and Families 10 113 10 372 10 489 10 675
% change 55 3.3 1.1 1.8
Administration and Justice 8 059 8724 8 826 8 888
% change 20.1 8.3 1.2 0.7
TOTAL 94 817 99 313 102 066 104 696
% change 6.5 4.7 2.8 2.6

(1) To assess growth in 2018-2019 based on comparable spending levels, the percentage changes for that year were
calculated by excluding, from 2017-2018 expenditures, transfers from the provision for francization attributed to
the Health and Social Services mission ($12 million) and the Support for Individuals and Families mission
($75 million) and including them in the 2017-2018 expenditures of the Education and Culture mission.
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O Shares of revenue and expenditure in the economy

The shares of government revenue and expenditure in the economy generally
follow similar paths.

From 2008-2009 to 2014-2015, deficits were posted due to higher growth in
expenditure than revenue.

— The share of expenditure rose steadily until 2013-2014, when it stood at 25.9%.
In 2018-2019, revenue and expenditure as a share of GDP are each 25.3%.

Within the next five years, the shares of both expenditure and revenue in the
economy will gradually settle at 24.7%, a level comparable to that seen
in 2007-2008, before the last recession.

CHRAT A7

Change in share of consolidated revenue' and expenditure
in the economy — 1999-2000 to 2022-2023
(percentage of GDP)
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(1) Revenue takes into account the use of the stabilization reserve and excludes revenues dedicated to the
Generations Fund as well as the contingency reserve.

Budget 2018-2019 |
A24 Economic Plan |



SECTION

Financial framework for the General Fund and consolidated entities

Financial framework for the General Fund and consolidated entities

(millions of dollars)

2017-  2018-  2019-  2020- 2021-  2022-
2018 2019 2020 2021 2022 2023

GENERAL FUND

Revenue

Own-source revenue excluding revenue

from government enterprises 56054 57891 59923 61721 63669 65789
% change 2.2 3.3 3.5 3.0 3.2 3.3

Revenue from government enterprises 4 302 3872 3955 4186 4 336 4484
% change -9.1 -10.0 2.1 5.8 3.6 3.4

Federal transfers 20249 21044 22816 23493 24097 24549
% change 9.0 3.9 8.4 3.0 2.6 1.9

Total revenue 80605 82807 86694 89400 92102 94822
% change 3.1 2.7 4.7 3.1 3.0 3.0

Expenditure

Program spending —72591 -76869 -79682 -82294 -84908 -87 563
% change 4.6 5.9 3.7 3.3 3.2 3.1

Debt service -7220 -7160 -7023 6887 -6644 —6492
% change -4.3 -0.8 -1.9 -1.9 -3.5 -2.3

Total expenditure -79811 -84029 -86705 -89181 -91552 -94 055
% change 3.8 5.3 3.2 2.9 2.7 2.7

NET RESULTS OF CONSOLIDATED

ENTITIES

Non-budget-funded bodies

and special funds'" —44 -339 -817 -598 —450 —-667

Bodies in the health and social services

and education networks 100 —26 -8 — — —

Generations Fund 2292 2491 2707 2991 3265 3502

Total consolidated entities 2348 2126 1882 2393 2815 2835

Contingency reserve — — -100 -100 -100 -100

SURPLUS 3142 904 1771 2512 3265 3502

BALANCED BUDGET ACT

Deposits of dedicated revenues

in the Generations Fund 2292 -2491 -2707 -2991 -3265 3502

Use of the stabilization reserve — 1587 936 479 — —

BUDGETARY BALANCE® 850 — — — — —

(1) These results include consolidation adjustments.
(2) Budgetary balance within the meaning of the Balanced Budget Act, after use of the stabilization reserve.
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3.2 Change in revenue

 Revenue growth in line with economic growth

Own-source revenue excluding revenue from government enterprises consists
chiefly of tax revenue. lts growth reflects the changes in economic activity and the
impact of measures introduced in the budgets.

In 2017-2018 and 2018-2019, consolidated own-source revenue excluding revenue
from government enterprises is up 2.5% and 2.3%, respectively.

— Revenue growth primarily reflects the tax relief and economic support
measures implemented through the Québec Economic Plan, including the
decrease in the bottom tax rate from 16% to 15%, elimination of the health
contribution, reform of the school tax system and reduction in SMB
contributions to the Health Services Fund.

— Were it not for those measures, own-source revenue growth would be 3.8%
in 2017-2018 and 3.7% in 2018-2019, a rate in line with economic growth.

Over the forecast period, revenue growth will keep pace with economic growth.

CHART A.8

Growth in consolidated own-source revenue excluding
revenue from government enterprises
(per cent)

1 Consolidated own-source revenue
1 Consolidated own-source revenue before measures and other factors affecting revenue

—¢— Nominal GDP for the fiscal year
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Consolidated revenue growth in line with economic growth

Growth in consolidated own-source revenue excluding
revenue from government enterprises
(millions of dollars)

2017- 2018- 2019- 2020- 2021
2018 2019 2020 2021 2022

Own-source revenue 84527 85923 88595 91544 94616
% change 2.2 1.7 3.1 3.3 3.4

Less: Revenue from government enterprises 4735 4 332 4 470 4786 5021

Own-source revenue excluding revenue from

government enterprises 79792 81591 84125 86758 89595
% change 2.5 2.3 3.1 3.1 3.3

Measures and other factors affecting revenue

growth®

March 2018 Québec Economic Plan —_ -152 —249 -345 -331

The Québec Economic Plan — November 2017

Update — -13 -54 -98 -156

Decrease in the bottom tax rate from 16% to 15% -971 -955 -887 -905 -923

Elimination of the health contribution —731 —754 —759 -759 -759

Reduction in contributions to

the Health Services Fund — -155 -198 -229 -281

Reform of the school tax system — —499 -679 -682 —681

Elimination of restrictions on input tax refunds for

large businesses® 22 -115 —-220 -336 —435

Fight against climate change —

carbon market 785 497 509 507 554

Past economic plans® 86 3 122 145 118

Other 418 499 600 721 869

Subtotal -436 -1642 -1815 -1981 -2025

Own-source revenue excluding revenue from

government enterprises before measures 80228 83233 85940 88739 91620
% change 3.8 3.7 3.3 3.3 3.2
Nominal GDP growth 4.1 3.5 3.3 3.1 2.9

Note: Totals may not add due to rounding. Save for some exceptions, the amounts correspond to those
published in the budgets and fall updates.
(1) Main measures affecting consolidated revenue growth.
(2) This measure applies to businesses with taxable sales of over $10 million.
(3) Includes the measures in the Québec economic plans of March 2015, March 2016 and March 2017, as
well as those in the fall 2014 update on Québec’s economic and financial situation.
(4) Includes mainly the investment income of the Generations Fund.
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Change in the General Fund’s revenue

The following table shows the revenue of the General Fund according to the reporting
structure used in the monthly report on financial transactions.

Change in the revenue of the General Fund
(millions of dollars)

2017-2018 2018-2019
Own-source revenue excluding revenue
from government enterprises
Income and property taxes
Personal income tax 22193 23 238
% change -2.2 4.7
Contributions to the Health Services Fund 7 362 7 382
% change 2.1 0.3
Corporate taxes 5914 6 038
% change 12.1 2.1
Consumption taxes 18 945 19 578
% change 5.6 3.3
Other revenue sources 1640 1655
% change —4.0 0.9
Total own-source revenue excluding
revenue from government enterprises 56 054 57 891
% change 2.2 3.3
Revenue from government enterprises 4302 3872
% change -9.1 -10.0
Total own-source revenue 60 356 61763
% change 1.3 2.3
Federal transfers
Equalization 11 081 11732
% change 10.5 5.9
Health transfers 6 211 6431
% change 4.5 3.5
Transfers for post-secondary education
and other social programs 1701 1659
% change 4.0 -2.5
Other programs 1256 1222
% change 29.4 -2.7
Total federal transfers 20 249 21044
% change 9.0 3.9
TOTAL 80 605 82 807
% change 3.1 2.7
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3.3 Change in expenditure

Consolidated expenditure consists of mission expenditures, which are tied to the
delivery of public services, and debt service.’

U Mission expenditures

Mission expenditures consist primarily of program spending by government
departments and spending by special funds, non-budget-funded bodies and bodies
in the health and social services and education networks.

With a balanced budget and the responsible management of public finances in
recent years, the government is in a position to maintain high, stable growth in
funding for public services.

Growth in mission expenditures is:

— 4.7% in 2018-2019;

— 2.8% in 2019-2020;

— 2.6% in 2020-2021;

— 2.5% in 2021-2022;

— 3.0% in 2022-2023.

Annual growth in mission expenditures averaged 3.0% from 2014-2015 to 2017-2018.

CHART A.9
Growth in mission expenditures
(per cent)
4.7
3.0 3.0
I i 2.6 2.5 l
2014-2015 to 2018-2019 2019-2020 2020-2021 2021-2022 2022-2023
2017-2018

Government expenditure is subject to a rigorous budgetary process involving several government
entities. The companion document Budgetary Process and Documents: Public Financial
Accountability provides an overview of the key steps in the process, in particular, determination of
the cost of renewing government programs and determination of spending targets.
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Q Economic weight of spending

Between 2007-2008 and 2013-2014, the economic weight of spending on
government missions, that is, consolidated expenditure excluding debt service as a
percentage of GDP, rose from 21.4% to 23.0%.

Between now and 2022-2023, this spending as a share of the economy will remain
flat at near 23%.

— At the end of that period, mission expenditures as a share of the economy will
remain higher than in the early 2000s.

Stabilizing the weight of spending in the economy will:

— prevent high spending from becoming a heavy tax burden that would
undermine Québec’s tax competitiveness and restrain economic growth;

— maintain, in the event of an economic slowdown, the government’s ability to
finance measures that may be needed to continue providing quality services
and support the economy.

CHART A.10

Change in mission expenditures as a share of the economy —
1999-2000 to 2022-2023
(percentage of GDP)
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A comparative look at changes in mission expenditures1

Forecast spending growth in Québec is similar to elsewhere in Canada.

Like Québec, the governments of British Columbia and Canada are forecasting higher
growth in mission expenditures in 2017-2018 than in past years, at around 6.0%.

For subsequentyears, that is, 2018-2019 to 2020-2021, Québec’s mission
expenditures will grow at an average annual rate of around 3.4%, which is similar to
the 3.7% and 2.9% growth rates forecast by the governments of British Columbia and
Canada.

Growth in mission expenditures

(per cent)
m2017-2018 ©2018-2019 ©2019-2020 ®=@2020-2021
6.5 6.7
6.0
4.7
Avg.
Avg.
3.4% <K 1 37%
" (28726
Québec British Colombia Federal government

Sources: Department of Finance Canada and Ministére des Finances du Québec.
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1 Mission expenditures correspond to consolidated expenditure excluding debt service.
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Q Program spending

Program spending consists of spending by government departments and is mainly
tax-funded.

The forecast growth in program spending is 5.2% in 2018-2019 and 3.4%
in 2019-2020.

— The economy’s excellent performance and sound management of public
finances enable further investment in public services, particularly for education,
higher education, health and support for the economy in all regions.

— These investments will help improve the quality of life for Québec families.

Annual growth in program spending averaged 2.4% from 2014-2015 to 2017-2018.

CHART A.11

Program spending growth“)
(per cent)

5.2

2014-2015 to 2018-2019 2019-2020 2020-2021 2021-2022 2022-2023
2017-2018

(1) Represents program spending growth before taking into account the impact of the reform of the school tax
system.
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U Program spending by major portfolio

Program spending is forecast to increase by 4.6% in 2017-2018, 5.2% in 2018-2019
and 3.4% in 2019-2020. In particular:

— program spending growth for the Santé et Services sociaux portfolio is 4.2%
in 2017-2018 and 4.6% in 2018-2019;

— program spending growth for the Education et Enseignement supérieur
portfolio is 5.4% in 2017-2018 and 5.0% in 2018-2019;

— overall program spending growth for the other portfolios sits at 1.1% in 2017-2018
and 4.3% in 2018-2019.

TABLE A.10

Program spending, by major portfolio
(millions of dollars)

2017-2018  2018-2019 2019-2020 2020-2021

Santé et Services sociaux 36 869 38 541 40 076 41 662
% change 4.2 4.6 4.0 4.0
Education et Enseignement supérieur 18 069 18 881 19 595 20 300
% change 5.4 5.0 3.8 3.6
Other portfolios 17 040 17 870 18 764 19 079
% change 1.1 4.37 5.0 1.7
Contingency Fund 613 1078 568 571
Subtotal 72 591 76 371 79 003 81613
% change® 4.6 5.2 3.4 3.3
Reform of the school tax system — 499 679 682
PROGRAM SPENDING 72 591 76 869 79 682 82294
% change 4.6 5.9 3.7 3.3

Note: Totals may not add due to rounding.

(1) To assess growth in 2018-2019 based on comparable spending levels, the percentage changes for that year were
calculated by excluding, from 2017-2018 expenditures, transfers from the provision for francization attributed to
the Santé et Services sociaux porfolio ($12 million) and the Education et Enseignement supérieur portfolio
($79 million) and including them in the 2017-2018 expenditures of the other portfolios.

(2) Represents program spending growth before accounting for the impact of the reform of the school tax system.
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Q Optimizing the allocation of public spending

In June 2014, the government immediately adopted various control and
management mechanisms to achieve its budgetary objectives.

In particular, it placed a cap on public spending for new expenditures.

— The cap means that all new programs must be adequately funded. This is the
case for new initiatives under the March 2018 Québec Economic Plan. The
budget is balanced and will remain so.

— The cap can also mean that no new initiative may be authorized unless savings
equivalent to the cost of the initiative are achieved elsewhere within the
government.

— Lastly, the government introduced a directive concerning program evaluation
within government departments and bodies for the primary purpose of
evaluating every new financial assistance program costing $5 million or more.

— As at October 31, 2017, every department has submitted its multi-year
evaluation program to the Conseil du trésor, as required by the directive.

The government also introduced a permanent program review process to evaluate
the relevance, effectiveness and efficiency of the programs or activities of existing
bodies and implement optimization solutions where necessary.

— Since the start of the Ongoing Program Review Committee’s mandate, the
government has made public a total of 25 planned program reviews.

— They include overhauls, be it major changes, re-engineering, elimination or
the merging of bodies, or optimization.

— The government is also making public, through the Expenditure Management
Strategy 2018-2019, a second program review cycle with a view to instilling a
true program review and continuous improvement culture within Québec’s
public administration.

— The second cycle will include new innovation and optimization projects for
the purpose of improving the quality of services provided to the public,
families and businesses.

Responsible management of public finances remains a priority for the government.
Through the March 2018 Québec Economic Plan, the government is reiterating its
commitment to maintaining the spending control and management mechanisms put
in place in 2014.
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Reviewed programs

The program reviews conducted since fiscal 2015-2016 have generated substantial
savings and efficiency gains relative to several public services. The main reviews are
outlined below.

Review of governance structures

Reorganization of the health and social services network improved the way public
services function, cut administration costs and facilitated access to services.

Re-engineering of the representation of Québec in Canada, the network of Québec
delegations abroad and immigration structures increased efficiency and optimized the
use of government resources. The networks are being rolled out again on new
foundations based on updated priorities.

Grouping of public bodies with related mandates

The merging of bodies responsible for pension funds and plans that led to the creation
of Retraite Québec especially helped to strengthen government know-how and
expertise in pension plans and deliver services more efficiently.

The merging of oversight bodies that led to the creation of the Commission des
normes, de I'équité, de la santé et de la sécurité du travail simplified customer access
to services and ensured better regional coverage and greater efficiency in activities.

The grouping of labour-related administrative tribunals led to the creation of the
Tribunal administratif du travail, thereby generating savings through harmonization of
decision-making processes and greater efficiency in activities.

The folding of the Régie du cinéma into the Ministéere de la Culture et des
Communications enabled the pooling of resources and expertise, resulting in more
efficient service delivery.

More efficient and effective government action

Revenu Québec undertook disciplined resource management and optimization of its
processes, which led to efficiency gains. The quality of its customer relations also
improved.

Improvement of the performance of the Société des alcools du Québec led to
efficiency and productivity gains, which in turn led to lower prices for consumers,
among other achievements.

Revision of tuition fees for international students resulted in fairer tuition fees among
students from outside Québec.
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3.4 Public capital investments

The government pledged to restore public finances in a sustainable manner
through disciplined management. It delivered on that promise and is now in a better
fiscal position, making it possible to raise public infrastructure investment under the
2018-2028 Québec Infrastructure Plan (QIP) to a record level.

— Investments under the 2018-2028 QIP amount to $100.4 billion, an increase of
$9.3 billion relative to the 2017-2027 QIP.

TABLE A.11

Investments under the 2018-2028 Québec Infrastructure Plan
(billions of dollars)

2018-2028
Investments planned under the 2017-2027 QIP 91.1
Increase in investments 9.3
INVESTMENTS PLANNED UNDER THE 2018-2028 QIP 100.4

The increase means that, from now until 2028, the government will be injecting
over $10 billion a year, on average, to meet Québec’s infrastructure needs and
accelerate the implementation of major strategic projects, particularly in the
education, health and social services sectors, the road network and public transit.
These investments will be made by:

— giving priority to public safety, replacement of outdated infrastructure and
economic development;

— remaining within Québec taxpayers’ ability to pay and achieving the debt
reduction objectives.

CHART A.12

Investments under the 2018-2028 Québec Infrastructure Plan
(billions of dollars)
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U Sectoral breakdown of investments under
the 2018-2028 Québec Infrastructure Plan

Over the next ten years, 19.9% of the $100.4 billion in investments under the
2018-2028 QIP will be dedicated to the road network, 18.6% to the health and
social services sector, 16.1% to the education and higher education sectors and
9.1% to municipal, sports, community, tourism and recreational infrastructure.

Public transit will receive 9.0% of the investments under the 2018-2028 QIP, or
$9.0 billion, including $1.1 billion in fiscal year 2018-2019.

TABLE A.12

Investments under the 2018-2028 Québec Infrastructure Plan,
by activity sector

2018-2019 2018-2028

$million % $million %
Road network 2185.8 21.8 20 027.5 19.9
Health and social services 1301.9 13.0 18 677.1 18.6
Education 1025.3 10.2 9 467.6 9.4
Higher education 812.3 8.1 6701.9 6.7
Municipal infrastructure 784.3 7.8 7 296.4 7.3
Sports, community, tourism
and recreational infrastructure 347.0 3.5 1860.9 1.8
Public transit 1096.4 10.9 9 002.4 9.0
Information resources 435.3 43 3514.9 3.5
Marine, air, rail and other transportation 502.8 5.0 3089.8 3.1
Government buildings 447.4 4.5 25079 2.5
Social and community housing 274.3 2.7 23201 2.3
Culture 193.5 1.9 1578.0 1.6
Research 153.5 1.5 917.3 0.9
Other sectors 459.5 4.6 3537.2 3.5
Core funding 10.0 0.1 9900.9 9.9
TOTAL 10 029.2 100.0 100 400.0 100.0

Note: Totals may not add due to rounding.
(1) Core funding is required to ensure funding for the implementation of the projects under study that are chosen and
prioritized by the government.
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Breakdown by investment type

The total investments of $100.4 billion planned under the 2018-2028 QIP are allocated to:

- asset maintenance and infrastructure replacement (42.9%) as well as elimination of
the asset maintenance deficit (15.3%);

- the addition and improvement of public infrastructure (31.7%);

- the core funding for future infrastructure investments that have not yet been
authorized (9.9%);

- studies on prospective infrastructure projects determined by the government (0.2%).

Breakdown of 2018-2028 QIP, by investment type

0.2% ($0.2 billion)
Studies

9.9% ($9.9 billion)
Core
funding

42.9% ($43.1 billion)
Asset maintenance and
infrastructure replacement

31.7% ($31.8 bilion)
Addition and
improvement

15.3% ($15.4 bilion)
Elimination of the asset
maintenance deficit 4

Furthermore, major infrastructure investment projects across Québec are under
study as part of the 2018-2028 QIP, including:

— expansion and redevelopment of Hépital Maisonneuve-Rosemont;

— expansion and redevelopment of the emergency department of Lakeshore
General Hospital,

— development of Promenade Samuel-De Champlain — Phase llI;

— construction of a bridge on the Saguenay river linking Tadoussac and
Baie-Sainte-Catherine;

— extension of Highway 138 in the Basse-Céte-Nord region (Kegaska-La
Romaine and La Tabatiére-Téte-a-la-Baleine segments);

— establishment of a radiotherapy department at Hopital de Rouyn-Noranda;

— construction of a new surgical complex and the bringing up to standard of
certain areas of mental healthcare at Hopital régional de Rimouski.
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U Contribution of partners

In addition to the Québec government's $100.4-billion injection into the
2018-2028 QIP, the government’'s various partners will contribute a total of
$26.5 billion, including $3.8 billion in 2018-2019.

Accordingly, capital investments for projects under the QIP will total $126.9 billion
over the next ten years, $13.8 billion of which will be in 2018-2019.
TABLE A.13

Capital investments, 2018-2028
(billions of dollars)

SECTION

2018-2019 2018-2028

2018-2028 QIP 10.0 100.4
Contribution of partners'"
Federal government 2.1 16.9
Other partners 1.7 9.5
Total — Contribution of partners 3.8 26.5
TOTAL 13.8 126.9

Note: Totals may not add due to rounding.
(1) Federal government, municipalities and other partners.

B Federal contribution to infrastructure

The federal government will contribute $16.9 billion to Québec infrastructure
projects over ten years. This funding, which will be in addition to the investments
planned under the QIP, comes from past infrastructure programs, the Building
Canada Plan 2014-2024 and phases 1 and 2 of the federal infrastructure plan.
More specifically, under phases 1 and 2 of its infrastructure plan, the federal
government will pay the following amounts to Québec:

— nearly $1.1 billion under Phase 1 of the federal plan divided between the Public
Transit Infrastructure Fund, the Drinking Water and Wastewater Treatment
Fund and the Post-Secondary Institutions Strategic Investment Fund;

— $7.5 billion under Phase 2 of the federal plan divided among four components:
public transit, green infrastructure, social infrastructure (community, cultural
and recreational), and rural and northern communities. This funding will be
provided through a single Integrated Bilateral Agreement between the
Government of Canada and Québec. For details, see Section H.
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0 Economic impact of public capital investments in Québec

The substantial public capital investments planned for the coming years will be a
powerful driver of economic activity and job creation in every region of Québec.

Capital investments in all sectors of the economy will help build a prosperous
economy over the medium and long terms. In particular, investments in
transportation infrastructure will facilitate trade, while investments in education will
contribute to workforce training and research and innovation, key determinants of
productivity.

In addition to the government’s investments under the QIP, government enterprises
also make substantial capital investments.

— In 2018-2019, capital investments by government enterprises, chiefly
Hydro-Québec, will total $3.8 billion.

Counting the $10.0 billion planned under the 2018-2028 QIP, public investments
will total $13.8 billion in 2018-2019. These investments will:

— help create or maintain 81 000 jobs, including 50 000 direct jobs;
— generate economic spinoffs equal to 2.1% of real GDP.

TABLE A.14

Economic impact of capital investments

2018-2019
Investments under 2018-2028 QIP $10.0 billion
Investments by government enterprises $3.8 billion
Total investments $13.8 billion
Number of jobs created or maintained 81 000
Impact on GDP 21%

Sources: © Gouvernement du Québec, Institut de la statistique du Québec, Results simulated using the Québec
input-output model and Ministére des Finances du Québec.
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O Anincrease in public capital stock in the economy

Over the next ten years, the level of Québec government investments will average
$10 billion a year, thus remaining much higher than pre-2008 levels.

These investments represented 2.3% of GDP in 2017-2018 and the same ratio is
expected in the coming years.

Investment targets of this level testify to the importance the government places on
public infrastructure. Indeed, the Québec Infrastructure Plan contributes directly to
the increase in public capital stock in the economy, a key determinant of
productivity and economic growth.

— Public capital stock in real terms rose by nearly 25% between 2000 and 2017.

— Public capital stock will rise from 22.5% of real GDP in 2000 to 27.6% of real
GDP in 2018.

CHART A.13 CHART A.14
Public capital investments Change in public capital stock
of the Québec government
(percentage of GDP) (percentage of GDP, in real terms)
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3.5 Debt reduction

The Québec government set debt reduction objectives that have been included in
the Act to reduce the debt and establish the Generations Fund.

— For the 2025-2026 fiscal year, the gross debt must not exceed 45% of GDP
and the debt representing accumulated deficits must not exceed 17% of GDP.

The gross debt burden has decreased for the third year in a row. As at
March 31, 2018, the gross debt will stand at $204.5 billion. As a share of the
economy, this is equivalent to 49.6% of GDP.

The ratio of gross debt to GDP is forecast to be 45.0% as at March 31, 2023. The
debt reduction objective stipulated in the Act will thus have been achieved.

As at March 31, 2018, the debt representing accumulated deficits will amount to
$115.1 billion, or 27.9% of GDP. The objective for reducing the debt representing
accumulated deficits will be achieved in 2025-2026, as stipulated in the Act.

CHART A.15 CHART A.16
Gross debt as at March 31 Debt representing accumulated
deficits as at March 31
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INTRODUCTION

Mindful of the fact that economic prosperity is a fundamental requirement for ensuring
that all Quebecers can thrive, the government took steps to create an enabling
environment for economic development through effective government action and
disciplined management of public finances.

The Québec Economic Plan spurred an increase in investment and fostered
innovation, thereby improving productivity and economic conditions in all regions of
Québec.

Thanks to the fiscal room freed up by its sound economic and financial position,
Québec now has the means necessary to improve services, offer Quebecers a
better quality of life and prepare for the future.

1.1  Sound economic and fiscal health

The Québec economy is robust, with real GDP growth accelerating from 1.4%
in 2016 to 3.0% in 2017.

— Economic activity has not seen such strong growth since 2000.
U Historically strong labour market

The strengthening of economic activity in Québec is reflected in the labour market,
which has performed exceptionally well.

— Since May 2014, 222 600 jobs have been created in Québec.

The Québec economy gained an average of 90 200 jobs in 2017, while the robust
labour market brought the unemployment rate down to historically low levels.

— In 2017, the unemployment rate was 6.1%, an annual record.

As a result, workers have more income, while the average hourly wage growth rose
from 2.2% in 2015 to 2.9% in 2017.

U Rebound in business investment

The acceleration in economic growth and high business-owner confidence were
catalysts for investment.

— Business investment saw its strongest growth since 2012, increasing by 5.0%
in real terms in 2017.

— The growth was driven primarily by increased investment in equipment and
machinery, which rose by 9.1% in 2017.
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L Quebecers reap the benefits of sound economic and fiscal
health

Quebecers are the first to benefit from the acceleration in economic growth and the
improved fiscal outlook for Québec.

The improvement in Québec’s economic and financial situation has enabled the
government to:

— reduce the tax burden by $3 billion a year;

— invest, through this budget, nearly $8 billion more over five years to improve
public services for the benefit of all Quebecers.

1.2 An economic plan for improving the quality of life of all
Quebecers

The March 2018 Québec Economic Plan implements initiatives to improve the quality
of life of all Quebecers. More specifically, they are designed to:

— ensure quality public services;
— strengthen support for citizens;
— support economic development in all regions of Québec.

O Ensuring quality public services, primarily in education and
health

The March 2018 Québec Economic Plan reiterates the government’'s commitment
to providing quality public services, particularly in the education and health sectors.

To that end, the funding of public services will be strengthened.

— Funding for education and higher education is being raised by 5.0%
in 2018-2019.

— For health care services, the government is increasing the funding for health
and social services institutions by 5.3% in 2018-2019.

U Providing better support to all Quebecers to improve their
standard of living

The March 2018 Québec Economic Plan will improve support for all Quebecers.
Substantial resources will be invested to:

— support families, informal caregivers and youth;
— foster more sustainable mobility;

— modernize the justice system.
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Fostering economic development

Maintaining a strong economy is the cornerstone for improving Quebecers’ quality of

life.

The new initiatives under the March 2018 Québec Economic Plan will make it

possible to:

support SMBs in all regions of Québec in the transformation of the Québec
economy;

support appropriation and marketing of innovations by businesses;
accelerate business investment;

continue rolling out the Québec Digital Strategy;

support key sectors of the economy;

meet labour market challenges;

foster economic development in all regions;

promote access to culture;

protect the environment and promote energy transition in Québec;

ensure tax fairness.

1.3 Over $16 billion in additional initiatives

The March 2018 Québec Economic Plan provides for measures totalling more than
$16 billion over five years:

$8 billion to ensure quality public services, primarily in education and health;

$2.7 billion to provide better support to all Quebecers to improve their standard
of living;

$5.4 billion to foster economic development.

The steps taken in the March 2018 Québec Economic Plan represent more
than $38 billion in economic support over five years.

The amount of economic support is estimated by taking into account the
financial impact of the new initiatives and the lever effects on private sector
contributions as a result of government actions.
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TABLE B.1

Financial impact of the measures in the March 2018 Québec Economic Plan

(millions of dollars)

2017-
2018"

2018-

2019

2019-

2020

2020-
2021

2021-
2022

2022-
2023

Total

Ensuring quality public
services, primarily in
education and health

Providing better support

to all Quebecers to

improve their standard of

living

— Further tax assistance
for families and seniors

— Further investments to
support families and
communities

Subtotal

Fostering economic
development

— Supporting SMBs in all
regions of Québec in the
transformation of the
Québec economy

— Supporting appropriation
and marketing of
innovations by
businesses

— Accelerating business
investment

— Supporting key sectors
of the economy

— Meeting labour market
challenges

— Promoting economic
development in all
regions

— Promoting access to
culture

— Protecting the
environment and
promoting the energy
transition

— Ensuring tax fairness

Subtotal

-135.6

-72.0

-916.2

-202.4

-203.3

-1486.4

-125.2

-305.9

-1774.0

-91.9

-370.8

-1819.7

-103.1

-517.2

-1843.9

-115.0

-618.3

~7975.8

-637.6

-2087.5

=72.0

-36.4

-65.5

-30.0

-40.0

-49.9

-150.4

-89.9

-177.9

-405.7

-259.2

-29.0

-19.4

-97.0

-104.2

-41.6

-58.4

-144.5
25.3

=-431.1

-371.5

-60.5

-70.6

-121.7

-146.5

-68.1

-71.2

-126.4
70.0

-462.7

-472.1

-95.9

-127.6

-161.2

-83.7

-81.4

-95.8
79.9

-620.3

-559.7

-47.5

-1211

-165.7

-35.8

-87.5

-60.6
85.6

=733.3

-618.6

-7.6

-109.2

-168.5

-37.8

-108.4

-56.6
88.7

-2725.1

-2317.5

-171.5

-271.0

-616.6

-796.0

-417.4

-496.8

-661.8
349.5

-640.0

-728.0

-966.5

-1044.3

-997.3

-1023.0

-5 399.1

TOTAL

-847.6

-2 049.9

-2 884.0

-3281.0

-3437.3

-3 600.2

-16 100.0

(1) The subsidies granted in 2017-2018 allow for the funding of new initiatives.
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1. ENSURING QUALITY PUBLIC SERVICES,
PRIMARILY IN EDUCATION AND HEALTH

The government has made education and health funding a priority. The
improvement in Québec’s financial situation and acceleration in economic growth
observed in recent years have made it possible to share the benefits of growth and
announce new initiatives for education and health.

1.1 Additional investments $1.6 billion for educational
success

The March 2018 Québec Economic Plan includes more than $1.6 billion in

additional investments over five years for education and higher education to

2022-2023. More specifically:

— $319 million to enhance support for and the success and integration of
students;

— $355 million for the Digital Action Plan in education and higher education;
— $545 million to modernize funding for higher education institutions;

— $98 million for workforce training;

— $75 million to support future teachers doing a fourth practicum;

— $63 million to foster physical activity in the workplace.
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TABLE C.1

Financial impact of the measures for education and higher education,

March 2018
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-

2018 2019 2020 2021 2022 2023 Total
Enhancing support for and the success
and integration of students -19.0 -60.0 -60.0 -60.0 -60.0 -60.0 -319.0
Educational success — -30.0 -30.0 -30.0 -30.0 -30.0 -150.0
Digital Action Plan — -55.0 -750 -750 -75.0 -75.0 -355.0
Modernizing funding for higher education
institutions — 550 -70.0 -95.0 -145.0 -180.0 -545.0
Workforce training — -155 -205 -205 -20.5 -20.5 -97.5
Fourth practicum for future teachers — -150 -150 -15.0 -15.0 -15.0 -75.0
Fostering physical activity in the
workplace — =30 -150 -150 -150 -15.0 -63.0
Business plan of the Institut de tourisme
et d’hotellerie du Québec — 05 10 -10 -10 -1.0 -4.5
CEGEP technology transfer centres -20.0 — — — — — -20.0
Subtotal -39.0 -234.0 -286.5 -311.5 -361.5 —396.5 —1 629.0
Measures announced in fall 2017 19.0 60.0 60.0 600 60.0 60.0 319.0
Other 200 115 227 246 253 253 129.4
Financial impact excluding school tax — -162.5 -203.8 -226.9 -276.2 -311.2 -1 180.6
Reform of the school tax system — —498.7 —-679.3 -681.6 —680.5 —679.7 -3 219.8
FINANCIAL IMPACT — —661.2 -883.1 -908.5 -956.7 —-990.9 —4 400.4

(1) Including the measures announced in November 2017 and reallocations of expenditures.

The different measures for success in education are presented in the budget paper

Education: A Plan for Success.

C4
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1.2 Additional investments of $5.4 billion in health

The March 2018 Québec Economic Plan allocates an additional $5.4 billion to
health and social services by 2022-2023. More specifically:

— $4.3 billion for access to health care;
— $541 million for social services;
— $499 million for seniors.

TABLE C.2

Financial impact of the additional investments in health and social services,
March 2018
(millions of dollars)

2017- 2018- 2019- 2020- 2021-  2022-
2018 2019 2020 2021 2022 2023 Total

Improving access to health

care services —-64.0 -381.0 -751.0 -996.0 —1041.0 —1086.0 —4 319.0
Social measures -23.0 -102.0 -102.0 -102.0 -101.0 -111.0 -541.0
Measures for seniors -18.0 -84.0 -84.0 -84.0 -107.0 -122.0 —-499.0
Subtotal -105.0 -567.0 -937.0 -1182.0 —1249.0 -1 319.0 -5 359.0

Funding flowing from savings
in the agreement with the

pharmaceutical industry — 195.0 195.0 195.0 195.0 195.0 975.0
Subtotal™ -105.0 -372.0 -742.0 -987.0 —1054.0 —1124.0 —4 384.0
Fall 2017 measures 1050 1050 1050 1050 1050 1050  630.0
Other -135.6 12.0 33.7 16.5 86.0 166.0 178.6
FINANCIAL IMPACT -135.6 —255.0 —603.3 -865.5 -863.0 -853.0 -3574.4

(1) Including the measures announced in November 2017 and reallocations of expenditures.

The different measures for health and social services are presented in the budget
paper Health: Accessible, Quality Health Services.
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2. FURTHER TAX ASSISTANCE FOR FAMILIES AND
SENIORS

With the steps taken by the government under the March 2018 Québec Economic
Plan, Quebecers will enjoy a better standard of living thanks to additional tax
assistance of over $800 million over five years.

— Nearly $300 million will go toward families and support for parents through
more childcare assistance and new assistance for the purchase of a first home.

— Over $100 million will be allocated to improving support for informal caregivers
and volunteer respite services, as well as independent living for seniors.

— Nearly $230 million will be allocated to encouraging labour force participation
and improving the living standards of workers.

— More than $170 million will go toward eco-friendly renovation work through a
one-year extension of the RénoVert refundable tax credit.

TABLE C.3

Financial impact of tax measures for individuals, March 2018
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Support for families — —43.4 -50.4 -58.7 —68.1 -78.5 —299.1
Support for informal

caregivers and seniors — -19.0 -19.5 -20.4 -21.7 -22.6 -103.2
Encouraging labour force

participation — —43.0 —44.7 —45.7 -46.8 —-48.0 -228.2
Reduction in the tax burden — -1054 -1146 -1248 -136.6 —-149.1 -630.5
Extension of RénoVert — -128.6 —42.9 — — — -171.5
TOTAL — 2340 -157.5 -1248 -136.6 -149.1 -802.0
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2.1 $300 million to support families

The March 2018 Québec Economic Plan includes measures to continue the
government’s efforts to give parents time and create a quality environment for
children.

The government is enhancing the tax assistance granted to families who pay
childcare expenses. Families with children attending a non-subsidized childcare
service will see more of their childcare expenses covered.

In addition, tax relief will be introduced to support Quebecers looking to purchase
their first home, as promised by the government.

Taken together, these measures represent nearly $300 million more over five years
to improve families’ living conditions.

TABLE C.4

Financial impact of the measures to support families
(millions of dollars)

2017-  2018-  2019-  2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Increase in the limit applicable to
qualified expenses for the
purposes of the refundable tax
credit for childcare expenses

— Increase in the expense limit
to $9 500 for children under
7 years of age — -144 -16.1 -174 -186 -19.2 -85.7

— Increase in the expense limit
to $13 000 for children with
disabilities — -0.4 -0.5 -0.5 -0.6 -0.6 -2.6

Indexation of childcare

expense limits — -0.6 -58 -128 -209 -30.7 -70.8
Introduction of a first-time home

buyers’ tax credit — 280 -280 -280 -28.0 -28.0 -140.0
TOTAL — 434 -504 -58.7 -68.1 -78.5 -299.1
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2.1.1 $159 million for the increase in qualified expenses for the
purposes of the refundable tax credit for childcare expenses

For a number of years now, the Québec government has been working to develop
a strong childcare system consisting of subsidized and non-subsidized spaces that
addresses parents’ needs relating to work-life balance.

— Parents can thus choose the type of childcare service that best suits their
needs and their child’s age and conditions.

In the case of subsidized childcare services, a portion of the cost is borne directly
by the government. Parents pay a reduced contribution to the childcare provider.

Families with children attending non-subsidized childcare services must pay the full
cost of such services. However, they can reduce the cost by claiming the
refundable tax credit for childcare expenses. Childcare expenses that qualify for
the tax credit are subject to an annual limit applicable on the basis of the child’s
age and condition:

— $9 000 in the case of a child under 7 years of age;
— $11 000 in the case of a child with disabilities;

— $5 000 in all other cases.

SECTION

Refundable tax credit for childcare expenses

Individuals who incur childcare expenses to enable them to work, pursue studies or
actively seek employment may be entitled to claim a refundable tax credit for childcare
expenses calculated on the basis of family income.

- In the case of a low-income household (income below $35 345), the applicable tax
credit rate is 75%. The rate is gradually reduced to reach 26% for better-off families
with an income of $157 525 or over.

Qualified childcare expenses for the purposes of the tax credit include expenses paid
to an individual, a babysitting service, a boarding school or a camp. Qualified expenses
do not include the reduced contribution payable to a childcare provider by the child’s
parents.

An eligible child for the purposes of this tax credit is a child under 16 years of age or a
dependent child who has a mental or physical infirmity.

To ensure that families with high childcare costs during the year have the necessary
financial resources, the government makes provision for advance payments of the tax
credit to parents upon request.

| The Québec Economic Plan:
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B |Increase of $500 in the expense limit in respect of children under
7 years of age

Since the last increase in the limit applicable to qualified childcare expenses paid in
respect of a child under 7 years of age, to $9 000 in 2009, the cost of
non-subsidized childcare services has risen, especially in major urban centres.

In addition, parents who have a non-standard work schedule have less choice in
childcare services and are more often in need of a babysitter at home, which can
cost more than childcare during the day.

To provide better support to parents whose children attend a non-subsidized
childcare service and give them more time, the March 2018 Québec Economic
Plan raises the limit applicable to qualified childcare expenses paid in respect of a
child under 7 years of age from $9 000 to $9 500 as of the 2018 taxation year.

— This measure represents a gain of between $130 and $375 depending on
family income.

B |Increase of $2 000 in the expense limit in respect of children with
disabilities
Non-subsidized childcare services that receive disabled children who have special

needs or require special equipment to accommodate their disability can ask the
parents to pay a higher childcare rate.

To provide better support to parents of children with disabilities who attend a
non-subsidized childcare service, the March 2018 Québec Economic Plan raises
the limit applicable to qualified childcare expenses paid in respect of a child with
disabilities from $11 000 to $13 000 as of the 2018 taxation year.

— The increase in the qualified expense limit in respect of children with disabilities
represents a minimum gain of $520 per child and a maximum gain of $1 500.

B |ndexation of the limits applicable to qualified childcare expenses
as of 2019

As of the 2019 taxation year, families will benefit from annual indexation of the
limits applicable to childcare expenses that qualify for the refundable tax credit for
childcare expenses. More specifically, there will be annual increase in the qualified
expense limits, namely:

— $9 500 in the case of a child under 7 years of age;
— $13 000 in the case of a child with disabilities;

— $5 000 in the case of a child under 16 years of age or who has an impairment.

The annual increase will account for future increases in childcare rates."

The childcare expense limits will be indexed each year according to the indexation rate for the
personal income tax system.

Budget 2018-2019 |
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SECTION

Giving parents the freedom to choose

To give parents the freedom to choose between a subsidized and a non-subsidized
childcare service, the tax system tries to ensure neutrality with respect to the net cost
of childcare services.

For example, for a couple where both spouses have equal incomes totalling $100 000,
the net difference between the rate for a subsidized childcare service and the rate for a
non-subsidized childcare service is $0.83 per day.

Comparison of the net rates for a subS|d|zed childcare service and a non-
subsidized childcare service, for a couple -2018
(dollars per day)

Subsidized childcare Non-subsidized childcare
service service .

Difference
Work income Gross rate  Net rate® Grossrate  Netrate® in net rate
50 000 8.05 6.08 36.54 5.24 +0.84
75000 8.75 7.37 36.54 9.78 -2.41
100 000 11.85 9.44 36.54 10.27 -0.83
150 000 19.35 15.42 36.54 14.94 +0.48

(1) Couple with two equal incomes and a 4-year-old child.

(2) The net rate factors in the impact of the federal deduction for childcare expenses and the Québec
refundable tax credit for childcare expenses.

B Meaningful assistance for families

By way of illustration, a couple with one child and two work incomes totalling
$30 000 could see an increase in the refundable tax credit for childcare
expenses of:

— $375 in the case of a child under 7 years of age;
— $1 500 in the case of a child with disabilities.

TABLE C.5

lllustration of the increase in expense limits for the purposes of the
refundable tax credit for childcare expenses, for a non-subsidized childcare
service — 2018

(dollars)

Child under 7 years of age" Child with disabilities®
Work income Current Enhanced Gain Current Enhanced Gain
30 000 6 750 7125 375 8 250 9750 1500
75 000 5400 5700 300 6 600 7 800 1200
160 000 2 340 2470 130 2 860 3380 520

(1) Based on annual childcare expenses of $9 500.
(2) Based on annual childcare expenses of $13 000.
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B Financial impact of the increase in the limits applicable to
qualified childcare expenses

The increase in the limits applicable to qualified expenses for the purposes of the
refundable tax credit for childcare expenses, as well as annual indexation of the
limits, represents a financial impact of $159.1 million over five years and will cover
more of the childcare costs for nearly 800 000 children.

— The increase in the expense limit to $9 500 will cover up to $36.50 per day for
parents with a child under 7 years of age who attends a childcare service on a
full-time basis.

— The increase in the expense limit to $13 000 in respect of children with
disabilities will cover a daily childcare rate of $50 where the child attends a
childcare service on a full-time basis.

— Annual indexation of the limits applicable to childcare expenses will provide
better coverage of future increases in the childcare costs paid by parents
whose child attends a non-subsidized childcare service.

When fully implemented, the measure will represent nearly $51 million more per
year in childcare expenses reimbursed to Québec families.

TABLE C.6

Financial impact of the increase in expense limits for the purposes of the
refundable tax credit for childcare expenses
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Increase in the expense limit
to $9 500 for children under

7 years of age — -144 -161 -174 -186 -19.2 -85.7

Increase in the expense limit
to $13 000 for children

with disabilities — -0.4 -0.5 -0.5 -0.6 -0.6 -2.6
Indexation of expense limits — -0.6 -58 -128 -209 -30.7 -70.8
TOTAL — -154 -224 -30.7 -401 -50.5 -159.1
Budget 2018-2019 |
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2.1.2 $140 million for the introduction of a first-time home buyers’
tax credit

The costs associated with buying a house can be a burden and a disincentive for
first-time home buyers, especially young families.

To facilitate access to home ownership and reduce the debt load for people buying
their first home, the government is announcing the introduction, as of 2018, of a
non-refundable tax credit for first-time home buyers.

O $5 000 in recognition of certain expenses

This measure offers eligible first-time home buyers a $5 000 tax credit amount as
of 2018 in recognition of the incidental expenses not covered by a mortgage, such
as inspection fees, the duties on the transfer of an immovable,? notary fees and
moving expenses.

O Combined assistance of $1 376
The Québec tax credit, combined with the federal tax credit,® could provide eligible

Québec home buyers with up to $1 376 in tax relief further to the purchase of their
first house:

— $750 through the Québec tax credit;

— $626 through the federal tax credit.

This measure represents a cost of $28 million per year and could help
47 000 Québec families purchase their first house.

TABLE C.7

Financial impact of the first-time home buyers’ tax credit
(millions of dollars)

2017-  2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Introduction of a first-time
home buyers’ tax credit — -28.0 -28.0 -28.0 -28.0 -28.0 -140.0

2 The duties on the transfer of an immovable are commonly referred to as the “welcome tax” or the

“transfer tax”.

8 The federal first-time home buyers’ tax credit is also calculated based on an amount of $5 000.
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Eligibility for the tax credit

Eligibility requirements

To be eligible for the new first-time home buyers’ tax credit, a buyer must have
purchased a qualifying home and not have owned a housing unit in the four years
preceding the year of purchase.

The tax credit can be shared between spouses where both spouses are first-time home
buyers. In addition, the purchased home must be located in Québec and serve as the
buyers’ principal residence.

A disabled person may claim the tax credit even if the purchased housing unit is not the
person’s first home purchase. However, the new housing unit must be better suited to
the person’s personal needs and care.

Qualifying homes

Qualifying homes include:

- single-family homes;

— semi-detached homes;

— row houses;

— mobile homes;

- apartments in an immovable under divided co-ownership (condominium);

— apartments in duplexes, triplexes, fourplexes, or apartment buildings.

The new first-time home buyers’ tax credit will apply to housing units purchased on or
after January 1, 2018.

Examples of typical expenses

A buyer who purchases a housing unit for $250 000, for example, could face up
to $5 000 in incidental expenses:

- $550 in inspection fees;
- $1 200 in notary fees;
— $2 250 in duties on the transfer of an immovable;

- $1 000 in moving expenses.

The purpose of the new measure is to recognize the incidental costs tied to the
purchase of a first home. However, the tax assistance provided will not be based on
those costs.

Budget 2018-2019 |
C.14 Economic Plan |



2.2 $103 million for informal caregivers and seniors

The March 2018 Québec Economic Plan includes additional measures to support
informal caregivers and seniors.

Additional support will be provided to informal caregivers and to individuals who
provide them with assistance, in order to:

— recognize the important contribution made by informal caregivers who do not
reside with the care recipient;

— create a greater incentive for individuals who provide respite services to
informal caregivers so that they can have more time for themselves.

The tax assistance granted for the acquisition or rental of property intended to help
seniors live independently longer is also being enhanced.

Furthermore, intergenerational cohabitation will be encouraged by allowing
grandparents housing a grandchild of full age pursuing studies to claim the tax
credit for persons living alone.

TABLE C.8

Financial impact of the measures to support informal caregivers and
seniors
(millions of dollars)

2017- 2018- 2019-  2020- 2021-  2022-
2018 2019 2020 2021 2022 2023 Total

Greater support for informal
caregivers and volunteer respite
services

— Refundable tax credit for
informal caregivers of persons

of full age — -10.0 -10.0 -10.0 -10.0 -10.0 -50.0
— Refundable tax credit for
volunteer respite services — -0.7 -0.7 -0.7 -0.7 -0.7 -3.5

Enhancement of the refundable

tax credit for the acquisition or

rental of property intended to help

seniors live independently longer — -6.3 -6.8 7.7 -9.0 -9.9 -39.7

Granting of a tax credit to
grandparents housing a
grandchild pursuing studies — -2.0 -2.0 -2.0 -2.0 -2.0 -10.0

TOTAL — -19.0 -19.5 -20.4 -21.7 -22.6 -103.2
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2.2.1 $54 million to provide greater support for informal
caregivers and volunteer respite services

Informal caregivers make a remarkable contribution to society by caring for
relatives. It allows the relative to stay at home longer and enjoy a better quality
of life.

The tax system already recognizes the contribution of informal caregivers, in
particular through the refundable tax credit for informal caregivers of persons of full
age and the refundable tax credit for volunteer respite services.

Some caregivers are not able to claim the refundable tax credit for informal
caregivers because they do not co-reside with the relative to whom they provide
care. In addition, certain individuals who volunteer their time to support an informal
caregiver do not have the required number of hours of service to claim the tax
credit for volunteer respite services. To recognize the remarkable gestures made
by informal caregivers, the government is making the tax credit conditions more
flexible, effective January 1, 2018, by:

— broadening the eligibility requirements for the refundable tax credit for informal
caregivers who do not co-reside with the care recipient;

— reducing the number of hours of service to be provided in order to claim the
refundable tax credit for volunteer respite services.

These enhancements will allocate $53.5 million more over five years to informal
caregivers and individuals who volunteer their time to help an informal caregiver.

TABLE C.9

Financial impact of the measures to enhance the support for informal
caregivers and volunteer respite services
(millions of dollars)

2017- 2018- 2019-  2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Enhancement of the refundable
tax credit for informal caregivers

of persons of full age —  -10.0 -10.0 -10.0 -10.0 -10.0 -50.0

Enhancement of the refundable
tax credit for volunteer respite

services — -0.7 -0.7 -0.7 -0.7 -0.7 -3.5
TOTAL — =107 -10.7 -10.7 -10.7 -10.7 -53.5
Budget 2018-2019 |
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U Enhancement of the refundable tax credit for informal
caregivers of persons of full age

To be able to claim the refundable tax credit for informal caregivers of persons of
full age, an informal caregiver must co-reside with the care recipient. However,
many individuals care for a relative in need without necessarily co-residing with the
relative.

To recognize the contribution such individuals make, the government will broaden
the eligibility requirements for the refundable tax credit for informal caregivers of
persons of full age to enable informal caregivers not co-residing with the relative to
whom they provide care to enjoy this tax assistance.

Informal caregivers who do not co-reside with the care recipient will be entitled to
an amount of $533 as of January 1, 2018.

Eligibility requirements for the enhanced tax credit for
informal caregivers not co-residing with the care recipient

The care recipient must have a severe and prolonged impairment in mental or physical
functions and a certification from a physician that the care recipient needs assistance
to perform activities of daily living.

A certification issued by a physician or nurse practitioner will be required to attest that
the care recipient meets the eligibility requirements for the tax credit.

The care recipient may be:

- the father, mother, grandfather, grandmother or any other direct ascendant of the
informal caregiver or the informal caregiver’'s spouse;

- the child, grandchild, nephew, niece, brother or sister of the informal caregiver or the
informal caregiver’'s spouse;

- the uncle, aunt, great-uncle or great-aunt of the informal caregiver or the informal
caregiver’s spouse.

The tax credit may be claimed only if the care recipient does not receive support from
an informal caregiver who co-resides with the care recipient.

— The tax credit is reduced at a rate of 16%, based on the care recipient’s net income
over $23 700.

If the tax credit is claimed by more than one informal caregiver who does not co-reside
with the care recipient, the tax credit may be shared between the caregivers.
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Refundable tax credit for
informal caregivers of persons of full age

The refundable tax credit for informal caregivers of persons of full age is granted to
informal caregivers who house or co-reside with an eligible relative (the care recipient),
as well as to the spouse of a person who is at least 70 years of age and is unable to
live alone.

Housing or co-residency component

In 2018, the maximum amount of the refundable tax credit for informal caregivers of
persons of full age is $1 185. This amount consists of:

- a basic amount of $652;

- a supplement amount of $533 that is reduced on the basis of the care recipient’s
income.

Spousal component

An informal caregiver who cares for a spouse who is at least 70 years of age and is
unable to live alone is entitled to a tax credit amount of $1 015 that is not reducible on
the basis of the care recipient’s income.

Informal caregiver

An informal caregiver can be the child, grandchild, nephew, niece, brother, sister,
father, mother, uncle, aunt, grandfather, grandmother, great-uncle, great-aunt or any
other direct ascendant of the individual or the individual’s spouse.

The spouse of an eligible relative may be recognized as an informal caregiver where
the care recipient is at least 70 years of age and is unable to live alone.

Eligible relative (the care recipient)

An eligible relative for the purposes of the refundable tax credit for informal caregivers
of persons of full age is a person, other than a spouse, who is housed by the informal
caregiver or co-resides with the informal caregiver.

The eligible relative must be an adult (18 or over) and have a severe and prolonged
impairment in mental or physical functions that renders the relative unable to live alone,
as attested by a certification from a physician.

However, if the eligible relative is at least 70 years of age and is housed by the informal
caregiver, the relative does not have to have an impairment in mental or physical
functions rendering the person unable to live alone, provided the person co-resides
with the informal caregiver.
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B |llustration of assistance granted

The enhanced refundable tax credit for informal caregivers of persons of full age
not residing with the care recipient represents $533 in tax assistance in the case of

a care recipient with a net income of $23 700 or less.

As with the amounts for the housing and co-residency components, the amount of
the tax credit is reduced by 16% for each dollar of income that exceeds the

$23 700 threshold.

Furthermore, as of a net income of $27 031, an informal caregiver not residing with
the care recipient ceases to receive tax assistance, whereas an informal caregiver

residing with the care recipient continues to receive a basic amount of $652.

TABLE C.10

lllustration of the refundable tax credit for informal caregivers of
persons of full age — 2018

(dollars)
Residing with the care recipient

Net income of the Basic Reducible Not residing with the
care recipient amount amount Total care recipient
23 700 or less 652 533 1185 533
24 000 652 485 1137 485
25000 652 325 977 325
26 000 652 165 817 165
27 000 652 5 657 5
28 000 652 — 652 —
29 000 652 — 652 —
30 000 652 — 652 —

B Financial impact

Opening up the refundable tax credit for informal caregivers of persons of full age
to more claimants will benefit roughly 20 000 informal caregivers and result in a
gain of $10 million annually for the new claimants.

TABLE C.11

Financial impact of the enhancement of the refundable tax credit for
informal caregivers of persons of full age
(millions of dollars)

2017- 2018- 2019-  2020-  2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Enhancement of the tax
credit — -10.0 -10.0 -10.0 -10.0 -10.0 -50.0
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O Enhancement of the refundable tax credit for volunteer respite
services

Informal caregivers generally have onerous responsibilities and sometimes need
someone to help them take care of an eligible relative.

The tax credit for volunteer respite services allows individuals who provide over
400 hours of unpaid home respite services to informal caregivers during a given
year to claim a tax credit of up to $500. This assistance gives informal caregivers
quality respite time as well as breaks their isolation.

— An informal caregiver has at their disposal, for recognition purposes, an
envelope of $1 000 for each care recipient of whom the person is an informal
caregiver. The person may attribute, at their discretion, up to $500 to any
individual who provides the person with volunteer respite services.

However, the requirement to provide at least 400 hours of volunteer respite
services in a given year is restrictive, as it is equivalent to one 8-hour day of respite
services per week for 50 weeks.

B  Adjustment to the maximum amount according to the number of
hours

To provide greater flexibility and further support for volunteer respite services, the
government will adjust the maximum amount of the tax credit based on the number
of hours of volunteer respite services provided to an informal caregiver, to give tax
assistance of:

— $250 for 200 hours of services;
— $500 for 300 hours of services;

— $750 for 400 hours or more of services.

In addition, the amount that may be attributed to individuals who provide volunteer
respite services in respect for the same care recipient will be increased to $1 500.

TABLE C.12

lllustration of the increase in the maximum amount of the refundable tax
credit for volunteer respite services — 2018

(dollars)

Current system Enhanced system
Less than 200 hours — —
200 to 299 hours — 250
300 to 399 hours — 500
400 hours or more 500 750

Budget 2018-2019 |
C.20 Economic Plan |



B Financial impact

Enhancement of the tax credit for volunteer respite services will have a financial
impact of $700 000 per year for the government.

2.2.2 $40 million to help seniors live independently

The refundable tax credit for the acquisition or rental of property intended to help
seniors live independently longer is designed to help seniors aged 70 or over to
obtain property that will help them live more independently while minimizing the risk
of falls or shortening the response time in the event of an accident, making it easier
for them to stay in their home.

The refundable tax credit is equal to 20% of the amount by which $500 is exceeded
by the aggregate of all amounts paid for the acquisition or rental, including
installation costs, of qualified property intended for use in the senior’s principal
place of residence.

The $500 cut-off at which the tax credit may be claimed can be a lot to pay for
seniors who gradually adapt their home every year to fit their needs.

O Reduction of the cut-off to $250 and addition of new qualified
property

To improve seniors’ quality of life and make sure that seniors who acquire or rent
property every year can claim the tax credit, the government will reduce the annual
cut-off from $500 to $250 as of 2018.

Currently, qualified property for the purposes of the tax credit is primarily intended
to ensure seniors’ safety and mobility in their living environment.

To increase the safety for seniors with hearing loss, the tax credit will now cover
the acquisition of hearing aids and the acquisition of alert systems for people with
hearing impairments.

In addition, to help seniors’ mobility in their living environments, non-motorized
mobility assistance devices (e.g. walkers, canes and wheelchairs), will also be
qualified property for the purposes of the tax credit.
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O More generous tax assistance

The reduction in the cut-off to $250 and addition of qualified property will provide
seniors with greater tax assistance for the acquisition or rental of property intended

to help them live independently longer.

For example, an individual 70 years of age who pays $5 000 for the purchase and
installation of a walk-in bathtub will receive $950 in tax assistance, or $50 more, as

a result of the lower cut-off.

An individual 75 years of age who purchases hearing aids at a retail cost of $5 000
will receive $950 in tax assistance as a result of the addition of qualified property

for the purposes of the tax credit.

TABLE C.13

lllustration of the enhanced refundable tax credit for the acquisition or
rental of property intended to help seniors live independently longer

(dollars, unless otherwise indicated)

Walk-in bathtub Hearing aid
Before After Before After
Purchase cost 5000 5000 — 5000
Cut-off -500 -250 — -250
Amount eligible for the tax credit 4500 4750 — 4750
Conversion rate 20% 20% — 20%
REFUNDABLE TAX CREDIT AMOUNT 900 950 — 950

C.22
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Qualified property for the purposes of the refundable tax credit
for the acquisition or rental of property intended
to help seniors live independently longer

Current qualified property

The cost of the acquisition or rental of the following property qualifies for the refundable
independent living tax credit for seniors if the property is installed in the senior’s
principal place of residence:

— a person-centered remote monitoring device, such as an emergency alert system
(“panic button”) or a device for the remote measurement of various physiological
parameters or the remote medication compliance monitoring;

- a personal GPS locator;

- a property designed to assist a person to get on or off a toilet or to get into or out of
a bathtub or shower;

- a walk-in bathtub or a walk-in shower;

- a chair mounted on a rail designed exclusively to enable a person to ascend or
descend a stairway mechanically;

- a hospital bed.
New qualified property

As of the 2018 taxation year, the cost for the acquisition or rental of the following
property will also qualify for the purposes of the tax credit:

- safety devices for the hard of hearing:
= alert systems for persons with hearing impairments;
= hearing aids;

— walkers and rollators;
— canes and crutches;

- non-motorized wheelchairs.
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O Financial impact

The enhancements to the refundable tax credit for the acquisition or rental of
property intended to help seniors live independently longer will have a financial
impact, for the government, of $6.3 million in 2018-2019.

TABLE C.14

Financial impact of the broadening of the refundable tax credit for the
acquisition or rental of property intended to help seniors live independently
longer

(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Broadening of the tax credit — -6.3 -6.8 -7.7 -9.0 -9.9 -39.7

2.2.3 $10 million to encourage intergenerational cohabitation

Persons living alone often have to shoulder costs that persons living in a couple
can share. Such costs can represent a significant portion of their budget.

Recognizing the heavier financial burden faced by individuals who live alone, the
government grants them non-refundable tax assistance through the amount for
persons living alone.

The amount for persons living alone is intended for low- and middle-income
individuals who live alone or with dependent children.

For example, the head of a single-parent family who lives with their minor children
or children of full age who are pursuing studies can claim the tax credit for persons
living alone.

A grandparent who lives alone and chooses to house one of their grandchildren of
full age during their studies is not entitled to claim the amount for persons living
alone.

O A measure to help students and seniors

Sharing a dwelling benefits both the student and the grandparent not only by
strengthening intergenerational ties, but also by preventing isolation.

Many students have to move to another city to do post-secondary studies. Moving
away from home to go to school incurs extra costs for both the students and their
families.

To save on certain costs and enable their grandchildren to devote all of their time
to their studies, some grandparents decide to let their grandchildren live with them.
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Currently, a senior who houses a grandchild of full age while the grandchild is
pursuing studies loses the benefit of the amount for persons living alone.

— A senior who was previously able to claim the full amount for persons living
alone and decides to share their dwelling with a grandchild of full age while the
grandchild is pursuing studies can see their tax assistance reduced by $258.*

In addition to losing tax assistance, letting their grandchildren live with them can
mean extra costs for seniors. For a retired person on a fixed income, the extra
costs can be a deterrent to housing a grandchild.

The March 2018 Québec Economic Plan broadens the eligibility requirements for
the amount for persons living alone to include grandparents who share a dwelling
with a grandchild pursuing studies, as of 2018.

Broadening the eligibility requirements for the amount for persons living alone will
give grandparents who share their dwelling with a grandchild of full age pursuing
studies up to $258 in tax assistance.

— The tax credit for persons living alone is reduced based on income.
Grandparents will receive additional support up to an income of $70 000.

TABLE C.15

lllustration of disposable income for a grandparent housing a grandchild of
full age pursuing studies

(dollars)
Disposable income

Grandparent’s retirement income Before After Difference
20 000 26 785 27 043 258
30 000 33670 33928 258
40 000 39197 39 455 258
50 000 44 807 45 065 258
60 000 50 571 50 794 223

4 This amount is equal to 15% of the amount for persons living alone for 2018, which is $1 721.

| The Québec Economic Plan:
| Measures for Individuals and Society C.25

SECTION



O Financial impact

Approximately 10 000 grandparents in Québec house a grandchild of full age
during their studies. Broadening the eligibility requirements for the purposes of the
amount for persons living alone grants total tax relief of $2 million annually.

TABLE C.16
Financial impact of tax assistance granted to grandparents housing a

grandchild of full age pursuing studies
(millions of dollars)

2017-  2018-  2019-  2020- 2021-  2022-
2018 2019 2020 2021 2022 2023 Total

Tax credit for grandparents
housing a grandchild pursuing

studies -2.0 -2.0 -2.0 -2.0 -2.0 -10.0
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2.3  $228 million to encourage labour force participation

The March 2018 Québec Economic Plan further strengthens measures to promote
work incentives. To maximize labour force participation by Quebecers and render
work effort more appealing, the government is enhancing:

— the tax credit for experienced workers, by lowering the age of eligibility to 61
and increasing the maximum amount of eligible work income on which the tax
credit is calculated;

— the tax shield, in order to cover a bigger increase in work income.

TABLE C.17

Financial impact of measures to encourage labour market participation
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023  Total

Enhancement of the tax credit for

experienced workers — =316 -323 -329 -335 -341 -1644
Enhancement of the tax shield — -114 -124 -128 -133 -13.9 -63.8
TOTAL — -—43.0 -44.7 -45.7 -46.8 -48.0 -228.2

2.3.1 Further enhancement of the tax credit for experienced
workers to improve their living standards

Québec has a rapidly aging population, which leads to a shrinking labour pool. In
addition, this demographic change is likely to accelerate in the coming years. To
face the challenge of a labour shortage, the government has taken steps to
encourage all Quebecers to be actively engaged in the labour market.

Combined with economic growth, these measures have raised Québec’s
employment rate for people under 60 years of age above that of Canada as a
whole and lowered its unemployment rate below that of Canada for 2017.

However, labour market statistics show that the employment rate for experienced
workers is lower in Québec than in the other provinces.

— In 2017, the employment rate for the population aged 60 to 64 was 45.7% in
Québec, compared to 51.4% for Canada as a whole.

— The same year, the employment rate for the population aged 65 or over was
10.3% in Québec, versus 13.5% for Canada as a whole.
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The government is reiterating its determination to further encourage experienced
workers to remain in or re-enter the labour market by enhancing the tax credit for
experienced workers as of 2018. The government is:

— broadening the tax credit to include workers 61 years of age;

— increasing, by $1 000, the maximum amount of eligible income on which the
tax credit for experienced workers aged 62 or over will be calculated.

U Broadening of the tax credit to include workers 61 years of age

To ensure that this measure is directed primarily toward workers who are most
likely to retire and encourage them to reconsider their decision and remain in the
labour market a few years longer, the March 2018 Québec Economic Plan lowers
the age of eligibility for the tax credit for experienced workers from 62 to 61 as
of 2018.

— The maximum amount of eligible work income for workers 61 years of age is
$3 000.

O Increase of $1 000 in the maximum amounts of eligible work
income for all experienced workers

The maximum eligible work income on which the tax credit will be calculated will be
raised by $1 000 in 2018 to:

— $5 000 in the case of a worker aged 62;
— $7 000 in the case of a worker aged 63;
— $9 000 in the case of a worker aged 64;

— $11 000 in the case of a worker aged 65 or over.

Tax credit for experienced workers

The tax system provides for a non-refundable tax credit to offset income tax payable on
the part of eligible work income that exceeds the first $5 000, up to the maximum
amount of eligible work income. The maximum amount varies with the worker’s age.

- The maximum tax credit is equal to 15% of the eligible work income amount.

— This maximum amount is then reduced based on the amount of work income above
a threshold of $34 030, at a rate of 5%.

Note that the reduction does not apply to workers who were age 65 or over in 2015.
The minimum tax assistance in respect of this category of workers is still $600.
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TABLE C.18

Enhancements to the tax credit for experienced workers, by age and

taxation year
(dollars)

Before the Plan

After the Plan

2018 and
2014 2015 2016 2017 2018 subsequent years

Eligible work income
61 years — — — — — 3000
62 years — — — — 4000 5000
63 years — — — 4000 6000 7 000
64 years — — 4000 6000 8000 9 000
65 years or over 3000 4000 6000 8000 10000 11 000

Maximum tax credit™”
61 years — — — — — 450
62 years — — — — 600 750
63 years — — — 600 900 1050
64 years — — 602 900 1200 1350
65 years or over 451 602 902 1200 1500 1650

(1) The maximum tax credit is calculated by applying, to the amount of work income that exceeds $5 000, a rate of
15.04% for the period 2014 to 2016 and a rate of 15% for the 2017 taxation year and subsequent years.
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Q llustration of the gain for workers

The new category of eligible workers, that is, workers 61 years of age, will enjoy a
new tax benefit of up to $450 as of 2018, since the maximum amount of eligible

work income on which the tax credit will be calculated is $3 000.

— For example, the amount of the tax credit for a worker aged 61 who has a work

income of $30 000 will be $450.

Workers aged 62 or over will see a yearly gain of up to $150 as a result of the

$1 000 increase in the eligible work income amount.

— By way of illustration, a worker aged 65 who has a work income of $30 000 will

receive a tax credit of $1 650, representing a gain of $150.

TABLE C.19
lllustration of the increases in the tax credit for experienced workers based
on age — 2018
(dollars)
Worker aged 61 Worker aged 65 or over

Before After Before After
Work income the Plan the Plan Gain the Plan the Plan Gain
5 000" — — — — — -
10 000 — — — — — —
20 000 — 318 318 906 906 —
30 000 — 450 450 1500 1650 150
40 000 — 152 152 1202 1352 150
50 000 — — — 702 852 150
75 000 — — — 600 600 —

(1) At this level, a taxpayer does not benefit from tax assistance because the person does not pay any tax.
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lllustration of the gain for experienced workers

As of 2018, workers 61 years of age will be eligible for the tax credit for experienced
workers and will receive tax relief of up to $450. For this category of workers, the
maximum amount of eligible work income on which the tax credit will be calculated is
$3 000.

- A worker 61 years of age who has a work income of $30 000 would receive a tax
credit of $450.

In addition, the $1 000 increase in eligible work income will enable workers aged 62 or
over to gain of up to $150 per year.

- The increase of $1 000 in eligible work income is in addition to the enhancements
already announced in the Québec Economic Plan.

A worker aged 65 who has a work income of $30 000 will see an increase of $1 650 in
their disposable income thanks to the enhancements to the tax credit for experienced
workers.

lllustration of the gain for experienced workers based on age — 2018

(dollars)
Age 65
Age 61 Age 62 Age 63 Age 64 or over
Work income 30 000 30 000 30 000 30 000 30 000
Disposable income 25731 25731 25731 25731 32093
Incentive to work
— New enhancement of the tax
credit for experienced workers 450 150 150 150 150
— Tax credit including
enhancements already
provided for" — 600 900 1200 1500
Enhanced tax credit 450 750 1050 1350 1650
Enhanced disposable income 26 181 26 481 26 781 27 081 33743

Note: Totals may not add due to rounding.
(1) This amount includes the enhancements to the tax credit for experienced workers announced in
Budget 2014-2015, the March 2015 Québec Economic Plan and the March 2016 Québec Economic Plan.
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O Financial impact

The enhancements designed to encourage experienced workers to remain in the
labour market will reduce the income tax payable by nearly 170 000 experienced
workers. The total gain for such workers will be nearly $32 million annually.

— More than one third of the total gain will go to workers aged 65 or over.

— In 2018, nearly 30 000 workers 61 years of age will be able to claim the tax
credit for experienced workers for the first time.

TABLE C.20

Financial impact of the enhancements to the tax credit for experienced
workers
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Lowering of age of eligibility to 61 - -116 -117 -118 -119 -120 -59.0

Increase of $1 000 in the maximum
amount of eligible work income for
workers aged 62 or over — 200 -206 -211 -216 -221 -1054

TOTAL — =316 -323 -329 -33.5 -341 -164.4
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2.3.2 $64 million to promote work effort

Some households that increase their labour supply or go back to work could lose
part of the socio-fiscal transfers designed to incentivize work. This is especially true
in the case of parents who go back to work following parental leave.

To render work effort more appealing, the government introduced the tax shield
in 2016. The tax shield allows an individual whose work income increases from one
year to the next to retain a significant portion of his or her socio-fiscal transfers, that
is, the work premium and the refundable tax credit for childcare expenses.

— The maximum increase in eligible work income relative to the previous year
that may be taken into account for the purposes of the tax shield is $3 000 per
worker. The maximum increase for a couple where both spouses work is
therefore $6 000.

As of 2018, the government is increasing the tax assistance for work incentives by
raising the maximum increase in eligible work income for the purposes of the tax
shield from $3 000 to $4 000 per adult.

O llustration of the enhanced tax shield

Following parental leave shared equally between the spouses in 2017, a family
could see its socio-fiscal transfers reduced the following year where both spouses
return to work following parental leave. For example, for a couple earning minimum
wage:

— the work premium would decrease from $1 290 in 2017 to $440 in 2018, for a
loss of $850;

The tax shield offsets a part of the loss incurred by the household. The
$1 000 increase in eligible work income per spouse will raise the tax shield by
$340, that is:

— a $150 increase in the protection related to the work premium, to $600;

— a $190 increase in the compensation related to the refundable tax credit for
childcare expenses, to $475.

The compensation related to the tax shield will be $1 075, as opposed to $735
under the current system.
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TABLE C.21

lllustration of the enhancement of the tax shield for a couple that goes back

to work following parental leave — 2018
(dollars)
2018
(return to work)
2017 Currenttax Enhanced
(parental leave) shield tax shield Gain

Work income” 21 202 45 000 45 000 —
QPIP benefits 15 036 — — —
Total income 36 238 45 000 45 000 —
Socio-fiscal transfers®
—  Work premium 1290 440 440 —
— Refundable tax credit for childcare

expenses® — 6 460 6 460 —
Tax shield protection
— Total amount of protected work income

for the couple®® — 6 000 8 000 2 000
— Compensation linked to the work

premium — 450 600 150
— Compensation linked to the refundable

tax credit for childcare expenses — 285 475 190
Total — Tax shield — 735 1075 340
DISPOSABLE INCOME 44 790 44 818 45 158 340

(1) The couple has two equal work incomes and both spouses are minimum-wage earners.

(2) Only the socio-fiscal transfers protected by the tax shield are presented.

(3) In 2018, the child is attending a non-subsidized childcare service at a total cost of $9 500.
(4) Assuming a net increase in income of at least $4 000 per spouse, or $8 000 for the couple.

The couple’s situation is presented in detail in the budget paper Disposable
Income: More Money for Each Quebecer.
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U Financial impact

Raising the maximum increase in eligible work income from $3 000 to $4 000 per
worker will enhance the benefits of the tax shield for some 160 000 households.

All told, these households will see an annual gain of nearly $12 million as of
2018-2019, or a total of nearly $64 million over five years.
TABLE C.22

Financial impact of the enhancement of the tax shield
(millions of dollars)

2017-  2018-  2019-  2020- 2021-  2022-
2018 2019 2020 2021 2022 2023 Total

Increase in the maximum to
$4 000 per person for the
purposes of the tax shield — -11.4 -12.4 -12.8 -13.3 -13.9 -63.8

Existing protection for parents whose children
attend a subsidized childcare service

To benefit from the protection provided by the tax shield in respect of the refundable tax
credit for childcare expenses, parents must have a child who attends a non-subsidized
childcare service. The tax shield does not apply to the additional contribution for childcare.

- However, the additional contribution already contains a protection mechanism.
Protection mechanism in the additional contribution for childcare

The additional contribution and refundable tax credit for childcare expenses are not
calculated over the same reference year.

- The refundable tax credit for childcare expenses is based on a person’s income for the
taxation year in which the childcare expenses are paid,;

— The additional contribution is based on a person’s income for the previous year.

Thus, a parent who goes back to work must pay an additional contribution based on the
income received while on parental leave, which is generally lower than the parent’s
work income. The additional contribution payable will thus be lower.

In addition, families are protected against a significant drop in income, in particular following
a breakup or parental leave.

- Even though the additional contribution is calculated on the basis of a parent’s net
income for the previous year, if the net income for the current year is less than
$51 340, no contribution is payable by the parent.
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2.4 $172 million for the extension of the RénoVert tax credit
to March 31, 2019

When the March 2016 Québec Economic Plan was tabled, the government
introduced the RénoVert refundable tax credit. This measure aims to encourage
Québec homeowners to invest in eco-friendly renovation work to make their home
more energy-efficient and thereby reduce greenhouse gas emissions in the
residential sector.

The tax credit was extended by one year and was to end on March 31, 2018.

The March 2018 Québec Economic Plan extends the RénoVert refundable tax
credit by another year.

— Homeowners will have until March 31, 2019 to enter into an eco-friendly
renovation agreement with a qualified contractor and until December 31, 2019
to pay the renovation expenditures covered by the agreement.

L Generous tax assistance
The assistance provided by the RénoVert refundable tax credit is equal to 20% of

the portion of qualified home renovation expenditures in excess of $2 500. The
maximum amount of the tax credit is $10 000.

TABLE C.23

Main parameters of the RénoVert refundable tax credit

Qualified expenditures giving entitlement to the

maximum tax assistance $52 500

Minimum amount of qualified expenditures $2 500

Tax credit rate 20%

Maximum amount of tax assistance $10 000

Terms for execution of work Done by a qualified contractor

Deadline for entering into an
agreement with a qualified contractor” Before April 1, 2019

(1) The one-year extension of the RénoVert refundable tax credit takes effect on April 1, 2018.
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U A wide range of recognized eco-friendly renovation work

The aim of the RénoVert refundable tax credit is to encourage Quebecers to make
environmentally friendly decisions when renovating their homes.
TABLE C.24

Main types of eco-friendly renovation work recognized for the purposes
of the RénoVert refundable tax credit

Work relating to the envelope of a dwelling Insulation of the roof, exterior walls, foundations and
exposed floors

Waterproof sealing of the foundations, walls, doors
and windows

Installation of doors, windows and a living roof

Work relating to the mechanical systems of Heating, air conditioning, water heating and ventilation
the dwelling pertaining to:

Work relating to water quality'” and soil Underground rainwater recovery tank,

quality decontamination of fuel oil-contaminated soil
Renewable energy devices Solar panels and domestic wind turbines

(1) Work relating to water quality carried out on a cottage is not recognized for the purposes of this tax credit.

O $521 million for eco-friendly renovation work

RénoVert will grant nearly $172 million in tax assistance to individuals who do
eco-friendly renovation work after March 31, 2018.

— In the three years since it was introduced, the RénoVert refundable tax credit
will have granted Québec homeowners almost $521 million in total tax
assistance.

TABLE C.25

Tax cost of the RénoVert refundable tax credit
(millions of dollars)

2016- 2017- 2018- 2019-

2017 2018 2019 2020 Total
RénoVert (introduction and extension)!" 138.6 168.9 41.8 — 349.3
Extension of RénoVert —
March 2018 Québec Economic Plan — — 128.6 429 171.5
TOTAL 138.6 168.9 170.4 42.9 520.8

(1) Figures include introduction of the RénoVert refundable tax credit under the March 2016 Québec Economic Plan
and the one-year extension under the March 2017 Québec Economic Plan.
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2.5 $19 billion for measures in favour of individuals

To leave more money in the pockets of Quebecers, the Québec government has
implemented measures totalling nearly $19 billion over the period 2014-2015
to 2022-2023 to reduce their tax burden.

Since the beginning of its mandate, and including the new initiatives in the
March 2018 Québec Economic Plan, the government will have allocated nearly
$15.8 billion toward ensuring Quebecers’ enjoy quality time and have a higher
standard of living, in particular by easing their tax burden, making work effort more
appealing and enhancing the assistance granted to families and seniors.

In particular, in its previous economic plans, the government:

— reduced Quebecers’ tax burden by eliminating the health contribution, raising
the basic personal amount and decreasing the bottom tax rate from 16%
to 15%;

— incentivizing Quebecers to work by introducing the tax shield and enhancing
the tax credit for experienced workers and the work premiums.

In addition, the government announced a reform of the school tax system, to the
tune of nearly $3.2 billion over five years, to reduce the school property tax for all
homeowners.
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TABLE C.26

Financial impact of the reductions in Quebecers’ tax burden‘
(millions of dollars)

2014-2015 2018- 2019- 2020- 2021- 2022-

to 2017-2018 2019 2020 2021 2022 2023 Total
New initiatives

March 2018 Québec

Economic Plan® —  -1054 -1146 -1248 -1366 —149.1 -630.5

November 2017 update
of the Québec Economic
Plan® -1083.2 -1080.3 -10468 -10753 -11069 -1139.4 —65319

Reform of the school tax
system —  -498.7% _679.3 -6816 -6805 —679.7 32198

Measures already
provided for

Reduction in the tax

burden® -1762.9 -10430 -1028.0 -1033.4 -10388 -10444 69505
Incentive to work® -3185 2209 2212 2216 -222.0 2224 -1426.6
Other measures"”’ -56.8 -33.3 -337 -34.4 -349 -355 —228.6
TOTAL -3221.4 -2981.6 -3123.6 -3171.1 -3219.7 -3270.5 -18987.9

(1) The reductions in the tax burden include, in particular, the tax measures under the Government Action Plan to
Foster Economic Inclusion and Social Participation 2017-2023.

(2) The measures in the March 2018 Québec Economic Plan do not include the extension of the RénoVert tax credit.

(3) The measures in the November 2017 update of the Québec Economic Plan include the decrease in the bottom tax
rate from 16% to 15%, the supplement of $100 per child for the purchase of school supplies and the
enhancements to the work premiums announced in the November 2017 update of the Québec Economic Plan and
the Government Action Plan to Foster Economic Inclusion and Social Participation 2017-2023.

(4) Refers to the entry into force of the proposed reform on July 1, 2018. Note that the school year runs from July 1 to
June 30.

(5) The reduction in the tax burden includes the elimination of the health contribution and the increase in the basic
personal amount.

(6) The incentive-to-work measure includes the introduction and enhancement of the tax shield, the enhancement of
the tax credit for experienced workers and the increases in the work premiums announced in the March 2016
Québec Economic Plan.

(7) Other measures include the supplement for handicapped children with exceptional care needs, the tax credit for
seniors’ activities, expansion of the tax credit for donations, the subsidy for seniors to offset a municipal tax
increase, extension of the deduction in respect of people living in remote regions to the fles-de-la-Madeleine and
automatic payment of certain refundable tax credits.
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0 Measures announced in the November 2017 update of the
Québec Economic Plan

The government announced several tax measures in the November 2017 Québec
Economic Plan to improve the standard of living for Québec households and grant
them substantial tax relief as of the 2017 taxation year.

As a result, since 2017 Québec households have enjoyed:
— a reduction in the income tax payable on the first dollars of earned income;

— a supplement of $100 per child for the purchase of school supplies.

In addition, as of the 2018 taxation year, the announced enhancements to the work
premiums will give households without children greater incentive to work.
Households will be able to receive automatic payment of certain tax measures.

These measures represent over $1 billion in yearly tax relief for Québec
households.

TABLE C.27

Financial impact of the tax measures announced in the November 2017
update of the Québec Economic Plan
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Decrease in the bottom tax
rate from 16% to 15%" -971.4 -9545 -887.1 -904.8 -922.9 -941.4 -5582.1

Supplement of $100 per
child for the purchase of

school supplies -1112 -1120 -113.8 -1158 -117.6 -1194  -689.8
Enhancement of
work premiums® -06 -138 459 547 -664 -786 —260.0

Automatic payment of
certain tax measures — — — — — — —

TOTAL -1083.2 -1080.3 -1046.8 -1075.3 -1106.9 -1139.4 -6531.9

(1) This reduction includes the impact of the decrease in the conversion rate for personal tax credits.
(2) Enhancements to the work premiums include the announcement in the November 2017 update of the Québec
Economic Plan and the Government Action Plan to Foster Economic Inclusion and Social Participation 2017-2023.
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B  Gain of over $1 000 for middle-class families

Since 2017, families have benefited from the combined effect of the decrease in
the bottom tax rate to 15%, the increase in the basic personal amount and the
elimination of the health contribution.

In the case of a middle-class family with an income of $88 100, the reduction in the
tax burden represents a gain of over $1 000 a year.

TABLE C.28
lllustration of the tax relief for a couple
(dollars)
2016 2017 2018

With two equal work incomes of $22 500
(total income of $45 000)
— Decrease in the bottom tax rate from 16% to 15%

announced in the fall 2017 update — 129 129
— Increase in the basic personal amount announced in

the March 2017 Québec Economic Plan — 110 110
— Elimination of the health contribution 200 200 200
REDUCTION IN THE TAX BURDEN 200 439 439
With two equal work incomes of $44 050
(total income of $88 100)
— Decrease in the bottom tax rate from 16% to 15%

announced in the fall 2017 update — 560 560
— Increase in the basic personal amount announced in

the March 2017 Québec Economic Plan — 110 110
— Elimination of the health contribution 364 364 364
REDUCTION IN THE TAX BURDEN 364 1034 1034
With two equal work incomes of $62 500
(total income of $125 000)
— Decrease in the bottom tax rate from 16% to 15%

announced in the fall 2017 update — 563 563
— Increase in the basic personal amount announced in

the March 2017 Québec Economic Plan — 110 110
— Elimination of the health contribution 400 400 400
REDUCTION IN THE TAX BURDEN 400 1073 1073

Note: You can estimate the reduction in your tax burden using the calculator “Estimate the reduction in your tax burden
for 2016 to 2018” available on the website of the Ministére des Finances at: www.finances.gouv.qc.ca
Totals may not add due to rounding.
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Gain of over $500 for middle-class individuals living alone

Taken together, the tax relief measures will ease the tax burden on a
middle-income individual living alone by over $500 a year as of 2017.

In the case of a person living alone who has an income of $44 050, the tax relief
represents a gain of $517 per year.

TABLE C.29
lllustration of the tax relief for a person living alone
(dollars)
2016 2017 2018

With a work income of $25 000
— Decrease in the bottom tax rate from 16% to 15%

announced in the fall 2017 update — 72 72
— Increase in the basic personal amount announced in

the March 2017 Québec Economic Plan — 55 55
— Elimination of the health contribution 100 100 100
REDUCTION IN THE TAX BURDEN 100 227 227
With a work income of $44 050
— Decrease in the bottom tax rate from 16% to 15%

announced in the fall 2017 update — 280 280
— Increase in the basic personal amount announced in

the March 2017 Québec Economic Plan — 55 55
— Elimination of the health contribution 182 182 182
REDUCTION IN THE TAX BURDEN 182 517 517
With a work income of $75 000
— Decrease in the bottom tax rate from 16% to 15%

announced in the fall 2017 update — 281 281
— Increase in the basic personal amount announced in

the March 2017 Québec Economic Plan — 55 55
— Elimination of the health contribution 200 200 200
REDUCTION IN THE TAX BURDEN 200 536 536

Note: You can estimate the reduction in your tax burden using the calculator “Estimate the reduction in your tax burden
for 2016 to 2018” available on the website of the Ministére des Finances at: www.finances.gouv.qc.ca

C42

Totals may not add due to rounding.
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U Reform of the school tax system

When the November 2017 update of the Québec Economic Update was tabled, the
government announced its intention to reform the school tax system.

— The last major reform of the school tax system was nearly 25 years ago. Since
then, the context of application has changed and certain adjustments are
necessary.

The bill to reform the school tax system introduces major changes that would
reduce the school property tax by more than $3.2 billion over five years for all
owners of immovables, businesses and individuals.

The proposed reform:

— establishes a single regional school tax rate based on the lowest effective tax
rate for each region;

— establishes a basic exemption on the first $25 000 of the value on the property
assessment roll as of the 2018-2019 school year.

The government has also committed itself to compensate the school boards for the
reduction in their school tax revenues through an equivalent increase in the
government subsidy paid to enable them to maintain their funding levels.

The reforms five key objectives are to:

— stop taxpayers who do not have children receiving educational services from
changing linguistic school boards;

— eliminate the unfairness stemming from differences in the rates applicable to
taxpayers in a given region;

— reduce the tax burden on taxpayers;
— maintain the funding levels of the school boards;

— respect the taxing power of the school boards.
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3. FURTHER INVESTMENTS TO SUPPORT FAMILIES
AND COMMUNITIES

The March 2018 Québec Economic Plan provides investments totalling of nearly
$2.3 billion to provide better support to families and communities with a view to
improving their living standards. More specifically, the announced measures aim to:

— further support families with children, in particular by fostering family-work-
study balance;

— help young people achieve their ambitions;

— provide further assistance to Aboriginal people;

— improve the quality of life for seniors;

— promote gender equality and counter domestic violence and sexual violence;
— modernize the justice system;

— facilitate access to affordable, quality housing;

— support community organizations;

— support the Secrétariat aux relations avec les Québécois d’expression
anglaise;

— promote sustainable mobility.
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TABLE C.30

Financial impact of the measures to provide better support to families and
communities
(millions of dollars)

2017-  2018-  2019-  2020- 2021-  2022-

2018 2019 2020 2021 2022 2023 Total
Supporting families and fostering
family-work-study balance — -1.5 -7.4 -24.1 -24.6 -23.6 -81.2
Helping young people achieve
their ambitions — —6.5 -5.4 -5.4 —4.5 -4.5 -26.3
Providing further assistance to
Aboriginal people — -18.5 -5.2 -5.3 -5.3 -5.2 -39.5
Improving the quality of life for
seniors — -1.8 -3.8 -64 -158 -255 -53.3
Promoting gender equality and
combatting domestic violence
and sexual violence -31.4 -5.1 -14.7 -14.9 -14.9 -14.8 -95.8
Modernizing the justice system -7.6 —-475 -65.8 -856 948 914 -392.7
Promoting access to
affordable, quality housing""’ -31.1 —241 -411 -134 -791 -1186 -385.7
Supporting community
organizations — -5.5 -85 -106 -10.6 -10.6 —45.8
Supporting the Secrétariat aux
relations avec les Québécois
d’expression anglaise -1.9 -2.0 —4.4 -5.4 -5.4 -5.4 -24.5
Promoting sustainable mobility — -1543 -180.2 -199.7 -262.2 -318.7 -1115.1
TOTAL -72.0 -266.8 -336.5 -370.8 -517.2 -618.3 -2259.9

(1) The total for these measures includes the financial impact of $78.3 million beyond 2022-2023.
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3.1 $81 million to support families

To help Québec families juggle their professional and family responsibilities, the
government is advancing various measures to support parents in fostering their
children’s development, while creating the conditions they need to pursue studies
or re-enter the labour market.

Under the March 2018 Québec Economic Plan, the government is investing
$81.2 million to support families with children:

— $7.3 million for family-work-study balance;

— $3.4 million to raise the reduced-contribution exemption for childcare services
from 2.5 to 5 days earlier than planned;

— $2.5million to enhance the Together Against Bullying Financial Support
Program;

— $23.0 million to foster the development of the community social pediatrics
network by supporting the Fondation du Dr Julien;

— $45.0 million to support regional and local mobilization for early childhood
development.

TABLE C.31

Financial impact of the measures to support families and foster family-work-
study balance"
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Fostering family-work-study
balance® — -10 -15 -16 -21 -11 -7.3

Raising the reduced-contribution
exemption for childcare services from
2.5 to 5 days for low-income

households — — -3.4 — — — -3.4
Countering bullying® — -05 -05 -05 -05 -05 -25
Supporting the Fondation du Dr Julien — — -20 -7.0 -70 -7.0 -23.0

Supporting regional and local
mobilization for early childhood
development — — — =150 -15.0 -15.0 -45.0

TOTAL — =15 =74 -241 -246 -23.6 -81.2

(1) Additional appropriations will be allocated to the Ministére de la Famille for the period 2018-2019 to 2022-2023.
(2) The amounts earmarked for 2018-2019 will be drawn from the Contingency Fund.
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3.1.1 $7 million to foster family-work-study balance

To support Québec families in their day-to-day lives, the government wants to
enhance and promote the different measures already in place to facilitate
family-work-study balance.

For that purpose, the government is announcing an investment of $7.3 million over
five years to implement various measures for fostering family-work-study balance.
The announced measures are designed to, in particular:

— enhance and increase the childcare services available during March break and
the summer holiday;

— implement a childcare pilot project for workers and student parents who work
non-standard hours.

TABLE C.32

Financial impact of measures to foster family-work-study balance
(millions of dollars)

2017-  2018-  2019-  2020-  2021-  2022-
2018 2019 2020 2021 2022 2023 Total

Fostering family-work-study
balance — -1.0 -1.5 -1.6 -21 -1.1 -7.3

Prix reconnaissance conciliation travail-famille

To recognize employers’ commitment to helping workers balance work and family
responsibilities, the Ministére de la Famille created the Prix reconnaissance conciliation
travail-famille (work-family balance award). The award aims to:

- recognize the efforts made by employers;
- promote good practice in work-family balance;

— inspire other employers to make an effort to improve work-family balance.

Every year, the Ministére de la Famille pays tribute to companies that show excellence
in facilitating work-family balance for their employees.

To be eligible for the award, companies must have their head office or an office in
Québec and must not have won the award before.
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3.1.2 $3.4 million to raise the reduced-contribution exemption for
childcare services from 2.5 to 5 days for low-income
households earlier than planned

When the Government Action Plan to Foster Economic Inclusion and Social
Participation 2017-2023 was unveiled, the government announced that low-income

families would be able to receive free childcare services 5 days a week as of
January 2020.

Currently, low-income families receiving social assistance benefits are eligible to
receive childcare services for 2.5 days at no cost.

U Implementation of the measure ahead of schedule

With the tabling of the March 2018 Québec Economic Plan, the government is
announcing that the reduced contribution exemption for childcare will be raised
from 2.5 to 5 days as of August 2018 rather than January 2020.

As a result, parents who are social assistance recipients will have access to
reduced-contribution childcare services at no cost.

TABLE C.33

Investment to raise the reduced-contribution exemption for childcare
services from 2.5 to 5 days

2017-  2018-  2019-  2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Government Action Plan to
Foster Economic Inclusion and
Social Participation 2017-2023"" — 15.0 16.6 20.0 20.0 20.0 91.6

Raising reduced-contribution
exemption from 2.5 to 5 days
earlier than planned — — 3.4 — — — 3.4

TOTAL — 15.0 20.0 20.0 20.0 20.0 95.0

(1) The amounts relating to the Government Action Plan to Foster Economic Inclusion and Social Participation
2017-2023 include the sums initially allocated to the Ministére de la Famille, that is, $5 million for 2019-2020 and
$20 million for subsequent years. That is in addition to the sums reallocated for the purpose of moving up
implementation of the measure, that is $15 million in 2018-2019 and $11.6 million in 2019-2020.

Importance of early stimulation for disadvantaged children

A 2012 survey on the development of children in kindergarten showed that children
living in underprivileged neighbourhoods and children who did not attend childcare
services on a regular basis before starting kindergarten are more inclined to experience
difficulty in at least one aspect of their development.

These results show that the most vulnerable children benefit greatly from early
stimulation, including regular attendance at a childcare centre.

Source: Institut de la statistique du Québec, Enquéte québécoise sur le développement des enfants a la
maternelle 2012.
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3.1.3 $2.5 million more to counter bullying

In 2015, the Québec government adopted the Concerted Action Plan to Prevent
and Counter Bullying.

The action plan was endowed with a three-year budget of $5.4 million for the
period 2015-2016 to 2017-2018. As of 2018-2019, an annual amount
of $2.5 million is provided to fund the prevention and countering of bullying.

The March 2018 Québec Economic Plan provides $0.5 million annually to further
the fight against bullying, that is, $2.5 million over five years.

From 2015-2016 to 2022-2023, the Québec government will have invested
over $20 million in anti-bullying measures.

TABLE C.34

Investment in the Together Against Bullying Financial Support Program
(millions of dollars)

2015- 2016- 2017- 2018- 2019- 2020- 2021- 2022-
2016 2017 2018 2019 2020 2021 2022 2023 Total

Together Against Bullying
Financial Support Program 0.4 1.5 3.5 25 2.5 25 25 2.5 17.9

New initiatives announced in
the March 2018 Québec

Economic Plan — — — 0.5 0.5 0.5 0.5 0.5 25
TOTAL 0.4 1.5 3.5 3.0 3.0 3.0 3.0 3.0 20.4
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3.1.4 $23 million to give the Fondation du Dr Julien stronger
support

The government wants to increase its support for community social pediatrics in
order to improve the quality of life for children from underprivileged backgrounds
and help give them an equal opportunity to succeed.

To that end, the March 2018 Québec Economic Plan allocates additional funding to
the Fondation du Dr Julien.

Fondation du Dr Julien

The mission of the Fondation du Dr Julien is to ensure that every child living in
vulnerable circumstances has access to community social pediatrics care that
enhances their well-being and helps them to develop to their full potential.

To that end, the mission of the Fondation is to:
— create new projects in community social pediatrics;
- train and teach community social pediatrics;

- promote the community social pediatrics approach to the public and different
stakeholders;

— raise awareness among public authorities about the preventive effects of community
social pediatrics and its excellent cost/benefit ratio for society.

In the March 2015 Québec Economic Plan, the government announced $2 million
in funding for the Fondation du Dr Julien in 2015-2016 and $5 million a year from
2016-2017 to 2019-2020.

To continue its efforts to improve living conditions for underprivileged children, the
government is allocating $23 million more in funding over four years to the
Fondation du DrJulien. In so doing, it ensures funding of the foundation
until 2022-2023.

TABLE C.35

Funding granted to the Fondation du Dr Julien
(millions of dollars)

2015- 2016- 2017- 2018- 2019- 2020- 2021- 2022-
2016 2017 2018 2019 2020 2021 2022 2023  Total

March 2015 Québec
Economic Plan 2.0 5.0 5.0 5.0 5.0 — — — 22.0

Additional funding
granted to the
Fondation du Dr Julien — — — — 2.0 7.0 7.0 7.0 23.0

TOTAL 2.0 5.0 5.0 5.0 7.0 7.0 7.0 7.0 45.0

| The Québec Economic Plan:
| Measures for Individuals and Society C.51

SECTION



3.1.5 $45 million to sustain support for regional and local
mobilization to advance early childhood development

Encouraging early childhood development is a priority. To that end, the government
must ensure that every child has access to quality services to foster their
development.

The Québec government and the Fondation Lucie et André Chagnon joined forces
to support community mobilization. Both partners grant financial support to

initiatives that, in particular, engage families in disadvantaged communities in the
development of children.

An additional $45 million is being allocated to maintain the funding for supporting
mobilization of local and regional partners.

Thanks to this investment, the government is ensuring funding until 2022-2023.

TABLE C.36

Financial impact of the measures to sustain local and regional mobilization
to advance early childhood development
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Sustaining local and regional
mobilization to advance early
childhood development — — — -150 -150 -15.0 -45.0
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3.2  $26 million to help young people achieve their
ambitions

The government is continuing the recent-year efforts to help young people fulfill
themselves, ensure the transition from preceding generations and participate fully
in Québec’s future development.

Supporting young people on their path to success will contribute to Québec’s
development and the well-being of Quebecers. The government is thereby
ensuring that young people are fully equipped to achieve their ambitions.

The March 2018 Québec Economic Plan aims to provide additional support to
young people who want to undertake projects in varying sectors of activity.

— The Secrétariat a la jeunesse will implement initiatives totalling more than
$26 million over five years.

TABLE C.37

Financial impact of the measures to help young people achieve
their ambitions'”
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Philanthropic funding platform aimed at

the private sector — =23 -2.1 -2.0 -20 -20 -10.4

Program for funding local youth projects — -1.0 -1.0 -1.0 -1.0 -1.0 -5.0

Creation of the Fonds pour la jeunesse — -0.8 -0.8 -0.9 — — -2.5

Support for young entrepreneurs with

the Chantier de I'économie sociale — -0.9 -09 -09 -09 -0.9 -4.5

Emergence of projects to promote

intergenerational exchanges — -13 -04 -04 -04 -04 -2.9

Funding for the Semaine des

entrepreneurs a 'école —  -0.2 -02 -0.2 -0.2 -0.2 -1.0

TOTAL — -6.5 -54 -54 -45 -45 -26.3

(1) Additional appropriations will be allocated to the Ministére du Conseil exécutif for the period 2018-2019 to
2022-2023.

The different measures to support young people in achieving their ambitions are
presented in the budget paper Young People: The Future of Québec.
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Nearly $3 billion for youth

The over $26 million in initiatives aimed at young people is in addition to the
investments announced in recent years. The initiatives are presented in the budget
paper Young People: The Future of Québec and flow from the five strategic priorities of
The 2030 Québec Youth Policy: Working Together for Current and Future Generations.

— The March 2018 Québec Economic Plan provides investments totalling $920million
for young people from fiscal 2017-2018 to fiscal 2022-2023.

— These investments come in addition to investments of nearly $1.8 billion announced
as part of the March 2017 Québec Economic Plan and its November 2017 update,
as well as more than $200 million announced in the 2016-2021 Youth Action
Strategy in December 2016.

In total, more than $2.9 billion will have been devoted to support for young people on
their path to success from 2016-2017 to 2022-2023.

Financial impact of all measures for young people
(millions of dollars)

2016- 2017- 2018- 2019- 2020- 2021- 2022-
2017 2018 2019 2020 2021 2022 2023 Total

March 2018 Québec
Economic Plan — =30.1 -111.1 -139.2 -168.2 -218.2 -253.6 -920.4

Measures already
announced

— Québec Economic
Plan — November 2017

Update — 70 -20.0 -20.0 -20.0 -20.0 -20.0 -107.0
— March 2017 Québec

Economic Plan -19.5 -158.0 -279.7 -363.5 -429.6 -429.9 — -1680.2
— 2016-2021 Youth

Action Strategy —-40.1 -423 -41.7 -40.8 -40.8 — —  =205.7

Subtotal -59.6 -207.3 -341.4 -424.3 -490.4 -449.9 -20.0 -1992.9
TOTAL -59.6 -237.4 -452.5 -563.5 -658.6 -668.1 -273.6 -2913.3

Note: Totals may not add due to rounding.

Budget 2018-2019 |
C.54 Economic Plan |



3.3  $48 million in further assistance for Aboriginal people

The government is continuing to deliver on its commitment to the social and
economic development of Aboriginal communities and is making every effort to
ensure equitable living conditions across Québec. To that end, the March 2018

Québec Economic Plan includes further investments of:

— $25 million to support Aboriginal participation and input in wildlife and forestry

issues;

— $10 million to build a new regional rehabilitation centre in Nunavik;

— $13 million to extend the Agreement on the Financing of Measures to Reduce

the Cost of Living in Nunavik.

TABLE C.38

Investments and financial impact for further assistance for Aboriginal

people
(millions of dollars)

Financial impact

2018-  2019- 2020- 2021- 2022-
Investments” 2019 2020 2021 2022 2023 Total

Supporting Aboriginal
participation and input in
wildlife and forestry
issues 25.0 -5.0 -5.0 -5.0 -5.0 -5.0 -25.0
Building a new regional
rehabilitation centre in
Nunavik 10.0 -0.5 -0.2 -0.3 -0.3 -0.2 -1.5
Reducing the cost of
living in Nunavik 13.0 -13.0 — — — — -13.0
TOTAL 48.0 -18.5 -5.2 -5.3 -5.3 -5.2 -39.5
(1) Investments also include infrastructure spending.
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3.3.1 Supporting Aboriginal participation and input in wildlife and
forestry issues

Forest and wildlife management and development are a central concern for
Aboriginal communities located in forested areas. The government therefore wants
to encourage partnerships with Aboriginal communities in wildlife and forestry
issues to increase their involvement in territorial development projects.

To that end, the March 2018 Québec Economic Plan injects another $25 million
into the implementation of transformational measures enabling Aboriginal
communities to participate in resource management in a meaningful manner, in
particular with the common goal of fostering wildlife enhancement and sustainable
forest management.

Additional appropriations will be allocated to the Ministere des Foréts, de la Faune
et des Parcs for that purpose. The amounts earmarked for 2018-2019 will be drawn
from the Contingency Fund.

Aboriginal culture and tourism project in Montréal

DestiNations and Tourisme autochtone du Québec merged in 2016 for the purpose of
developing a world-class Aboriginal culture and tourism project in Montréal.

The main objectives of the projects are to:

- offer a profound, interactive Aboriginal tourism experience in Montréal;
- promote and highlight Aboriginal tourism in Québec;

- promote and put Québec Aboriginal cultures on the map;

- foster the production and creation of Aboriginal cultural materials;

— create a unifying project thanks to a program that reflects Aboriginal values.

The promoters are in the midst of finalizing their project. The Québec government is
following this initiative with interest. The project will need the support of the Québec
and federal governments and the Ville de Montréal.

Budget 2018-2019 |
C.56 Economic Plan |



3.3.2 Building a new regional rehabilitation centre in Nunavik

The Isuarsivik Treatment Centre in Kuujjuaq is the only place in Nunavik to offer
addiction treatment services. However, the current building is outdated and is not fit
for all of the activities specific to the treatment of addictions. Nor can it meet the
demand.

The government is therefore announcing financial support of up to $8.5 million for
the construction of a new regional addiction treatment centre and 12 housing units
to help attract and retain specialized employees.

More functional and able to meet demand from the 14 northern villages, the new
regional centre will be built in Kuujjuaq at an estimated total cost of $32 million. The
new centre will make it possible to:

— treat approximately 120 more people a year, which will considerably reduce the
cost of transporting people to treatment centres in southern Québec;

— create a new family program, a promising approach to supporting long-term
recovery and improving families’ living conditions.

Local partners will contribute $2 million and Québec intends to apply for federal
infrastructure funding for this project. Furthermore, $1.5 million from the Fonds du
Plan Nord will be earmarked to enable the Société du Plan Nord to coordinate the
project and fund pre-construction studies.

— The technical expertise of the Ministére de la Santé et des Services sociaux
will be brought to bear in monitoring the construction project.
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3.3.3 Reducing the cost of living in Nunavik

The Agreement on the Financing of Measures to Reduce the Cost of Living in
Nunavik was signed between the Québec government and the Kativik Regional
Government and Makivik Corporation in 2013.

The agreement grants funding to implement cost-of-living reduction measures and
conduct a study on the high cost of living in Nunavik. The primary objectives of the
measures are to:

— promote healthy lifestyles, taking into consideration Inuit culture and traditions;
— improve the socioeconomic conditions for the most disadvantaged;

— narrow the price gap between Nunavik and southern Québec for the average
annual price of gasoline and a basket of groceries.

The government intends to continue supporting these initiatives in 2018-2019 by
granting $13 million in funding. The necessary sums will be made available to the
Société du Plan Nord through the Fonds du Plan Nord.

Enhance financial support for
public safety in Aboriginal communities

Québec’s Aboriginal communities face special economic and social development
challenges. In particular, the growing Aboriginal population drives up the already
significant service needs in these communities. The Québec government is upholding
its commitments by enhancing its financial support of Aboriginal communities.
Appropriations were granted to the Ministére de la Sécurité publique to that end.

Following on the announcement of a significant increase in federal government funding
for Aboriginal police services, the increased financial support from the Québec
government will ensure Québec’s share of funding for such services.

These additional investments will help achieve the objective of ensuring a sustainable
police force. Aboriginal communities will be able to consolidate their gains and cultivate
a community vision of public safety that addresses future challenges. The Québec
government is thus stepping up the efforts initiated, in concert with its partners, to
preserve safe living environments.
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3.4  $53 million to improve the quality of life for seniors

Seniors’ quality of life is important to the government. To enable seniors to live in a
safe environment and provide them with support commensurate with their needs,
the government implemented two action plans:

— the 2012-2017 action plan Aging and Living Together: At Home, in One’s
Community, in Québec; and

— the Governmental Action Plan to Counter Elder Abuse 2017-2022.

In addition to those action plans, the government is providing another $53.3 million
in funding until 2022-2023:

— $45.8 million toward active aging;
— $5.5 million to help break the social isolation of older persons;

— $2.0 million to support the expertise of the Aide Abus Ainés helpline.

Taking into account the sums reallocated by the Ministere de la Famille,
investments will total $59.2 million for the period 2017-2018 to 2022-2023.

TABLE C.39

Investments and financial impact for the measures to improve the quality of
life for seniors""
(millions of dollars)

Financial impact

2017- 2018-  2019- 2020- 2021- 2022-
Investments 2018 2019 2020 2021 2022 2023 Total

Additional measures for active
aging 51.7 — — -19 -45 -139 -255 -458

Action Plan to Counter Elder
Abuse 2017-2022

— Supporting the Program to
Develop Outreach
Initiatives for Vulnerable

Seniors® 5.5 — -13 -14 -14 -1.4 — -55
— Improving support for the

Aide Abus Ainés helpline® 2.0 — -05 -05 -05 -05 — =20
TOTAL 59.2 — -18 -38 -64 -158 =255 -53.3

(1) Additional appropriations totalling $53.3 million for fiscal years 2018-2019 to 2022-2023 will be allocated to the
Ministére de la Famille. The Ministére de la Famille will transfer the sums earmarked for the 2018-2023 action
plan Aging and Living Together: At Home, in One’s Community, in Québec to the departments responsible for
implementing the various measures.

(2) The amounts earmarked for 2018-2019 will be drawn from the Contingency Fund.
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O $52 million for active aging

In the coming months, the government5 will unveil the details of the measures in
the 2018-2023 government action plan Aging and Living Together: At Home, in
One’% Community, in Québec, which is a continuation of the 2012-2017 action
plan.

The March 2018 Québec Economic Plan provides for an injection to enable the
funding of $51.7 million in new active aging initiatives between now and
2022-2023, namely:

— $22.0 million to continue funding for informal caregivers;

— $10.0 million in additional funding for the Age-Friendly Municipalities and
Age-Friendly Québec programs;

— $4.6 million to promote intergenerational relations;

— $15.1 million to fund other measures.

Furthermore, over the course of the 2018-2023 action plan, the Société d’habitation
du Québec will set aside at least 1 000 housing units for seniors under the
AccéslLogis Québec program.

TABLE C.40

Investments and financial impact for the additional measures aimed at
active living
(millions of dollars)

Financial impact

2017- 2018- 2019- 2020- 2021- 2022-
Investments 2018 2019 2020 2021 2022 2023 Total

Continued funding for
informal caregivers'" 20 — — — — =70 -150 -220

Enhancement of the Age-
Friendly Municipalities
and Age-Friendly Québec

programs 10.0 — — — =07 -26 -6.3 -9.6
Promoting

intergenerational relations 4.6 — —  -11 -1.1 -11 -1.1 -4.4
Other measures 15.1 — — -08 -27 -32 -3.1 -9.8
TOTAL 51.7 — — =19 -45 -139 -255 -458

(1) Funding is secured for the period preceding the new investments.

Soon, the Minister responsible for Seniors and the Minister of Health and Social Services will
unveil the details of the planned measures in the 2018-2023 government action plan Aging and
Living Together: At Home, in One’s Community, in Québec.

The government released the 2012-2017 action plan in May 2012. The plan flowed from the
government policy Aging and Living Together, At Home, In One’s Community, in Québec. Budget
2012-2013 laid out the financial support for seniors under the action plan.
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B Continued funding for caregivers to make daily life easier

L’Appui pour les proches aidants d’ainés is a non-profit organization funded in
partnership by Sojecci Il, a company of the Fondation Lucie et André Chagnon,
and the Québec government.

Its mission is to help implement and fund support and respite services offered by
community organizations that work in a concrete manner to improve the quality of
life of those providing care to seniors.

Another $22 million over two years is being provided to support and offer services
to caregivers to make their daily life easier and improve their quality of life. This
amount is in addition to the $15 million a year already earmarked for the period
preceding the new investments.

B Age-friendly municipalities: better adapt living environments to
seniors’ needs

The Age-Friendly Municipalities initiative assistance program and the Age-Friendly
Québec program are designed to help communities and organizations that work
with seniors improve seniors’ living environments to promote active aging.

— To help regional county municipalities be recognized as age-friendly
municipalities, the government will make resources available to them to help
them structure and coordinate an age-friendly municipality action plan in their
territory.

— Additional amounts are also provided for the Age-Friendly Québec program for
the purpose of establishing a recognition framework for honouring initiatives
and funding projects by organizations that work with seniors.

The financial framework of the 2018-2023 government action plan Aging and Living
Together earmarks $10 million over five years to further fund the Age-Friendly
Municipalities initiative assistance program and the Age-Friendly Québec program.
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A senior-friendly living environment

Age-friendly municipality recognition

An age-friendly municipality is a municipality or regional county municipality that
encourages active aging and promotes the participation of seniors in all aspects of life,
in particular by adapting municipal policies, services and structures to the needs of
seniors.

To be recognized as an age-friendly municipality, a municipality or regional county
municipality must follow the age-friendly communities approach by, among other
things, drawing up a municipal seniors’ policy and an age-friendly community action
plan. The municipality or regional county municipality will then be recognized as an
age-friendly municipality by the Secrétariat aux ainés.

Age-friendly community recognition, started by the World Health Organization,
highlights the quality of the age-friendly communities approach taken to enable seniors
to remain active with their community as they get older.

Age-Friendly Québec program

The Age-Friendly Québec program financially supports activities and initiatives aimed
at adapting living environments to seniors’ situations to enable them to remain in their
communities by promoting their active participation in healthy, safe environments.

The Age-Friendly Québec program encourages partnerships and collaboration
between all community interveners to carry out projects that offer activities to seniors or
community action projects that address the needs of older persons. To support such
projects, the program has two components:

— support province-wide projects, experimentation and research;
- support for community action.
“Age-friendly” approach: Québec is a world leader

The World Health Organization considers Québec to be the most advanced society in
the world when it comes to implementing the “age-friendly” approach and a world
leader in developing innovative solutions to promote active aging.
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B Fostering intergenerational relations

With a view to forging ties between generations, two measures to encourage
interaction between younger and older generations are being added to the
2018-2023 Aging and Living Together action plan, namely:

— creation of a local intergenerational mutual support network that brings together
socially isolated seniors and troubled youth in targeted environments;

— an initiative to support student volunteering in recognized private seniors’
residences to foster dialogue and solidarity between generations.

The 2018-2023 Aging and Living Together action plan provides $4.6 million over
five years for these measures.

B Other initiatives aimed at seniors

Other initiatives are planned with a view to enhancing and optimizing practices and
support tailored to the reality and needs of seniors.

The Minister responsible for Seniors and the Minister of Health and Social Services
will be releasing the details of the directions of the measures under the 2018-2013
Aging and Living Together action plan.

O $5.5 million to reach out to socially isolated seniors

The Program to Develop Outreach Initiatives for Vulnerable Seniors offers financial
support to non-profit organizations that work with seniors. The purpose of the
program is to hire outreach workers to identify seniors in vulnerable and at-risk
situations and assist them in dealing with the appropriate resources in their area.

With 122 outreach initiatives, the program is a huge success in communities
because it offers concrete and effective assistance to seniors.

Mindful of how successful the program is, the government is announcing
$5.5 million in funding over four years to increase the number of outreach workers
across Québec.

— This investment will fund 30 new outreach initiatives for vulnerable seniors as
of 2018-2019.
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O $2 million to further support the Aide Abus Ainés helpline

Older persons who are being mistreated can call the Aide Abus Ainés (AAA)
helpline,7 a provincial helpline and referral service exclusively for seniors and those
who work with them.

The AAA helpline was introduced under the Governmental Action Plan to Counter
Elder Abuse 2010-2015.

— The helpline has been very busy since day one, answering nearly 4 800 calls
a year.

B Financial abuse

Between January and August 2017, the most frequent calls to the AAA helpline
were about financial and material abuse.

In February 2018, the government held a forum on financial and material abuse of
seniors to address the issue, during which $5.2 million in funding for the AAA
helpline for the period 2017-2018 to 2021-2022 was announced.

— This funding will keep the helpline in operation and make it possible to offer
more services.

This investment is part of the measures included in the Governmental Action Plan
to Counter Elder Abuse 2017-2022.

The March 2018 Québec Economic Plan is an opportunity for the government to
deliver further support to older persons who are victims of financial and material
abuse.

— An additional $2.0 million over four years is thus being provided to improve the
support AAA helpline staff give to older persons who are being financially and
materially abused.

7 You can call the AAA helpline at 1-888-489-2287.
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3.5 Promoting gender equality and recognition of human
rights

In recent years, the Québec government has taken numerous steps to promote
more equal relations between men and women in Québec.

Gender equality, the fight against all types of violence and recognition of lesbian,
gay, bisexual and trans (LGBT) people are just some of the social issues on which
Québec must continue to take action.

3.5.1 Gender equality

Gender equality is a deeply held value of Québec society, both economically and
socially. Past initiatives taken by the Québec government have gone a long way
toward improving the lives of women.

For example, reduced-contribution childcare services and the Québec Parental
Insurance Plan have led to increased labour market participation of women.

— In 2017, the Québec employment rate for females aged 15 to 64 was 72.6%,
2 percentage points higher than the Canadian average. Moreover, Québec had
the highest rate of all the Canadian provinces.

SECTION

Framework bill on gender equality

The Government Strategy for Gender Equality Toward 2021 provides for the adoption,
by 2021, of a framework bill making equality in fact a right. The bill will be able to guide
the planning and implementation of concrete initiatives aimed at making gender
equality a reality through government strategies.

The framework bill will take Québec one step closer to achieving gender equality in
fact.
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Numerous achievements in building
equal relations in recent years

In recent years, the Québec government has taken numerous steps in the area of
gender equality, including the following:

- In October 2016, it unveiled the 2016-2021 Government Strategy to Prevent and
Counteract Sexual Violence. The strategy targets two problems, that is, sexual
assault and sexual exploitation, and will invest over $200 million in concrete
measures involving 12 government departments and bodies.

- In February 2017, during the Rendez-vous national sur la main-d’ceuvre, the
government announced an investment of $900 000 over five years to promote the
socio-professional integration of immigrant women. The funding is aimed at
informing and sensitizing immigrant women to gender equality in the context of
socio-professional integration.

—1In June 2017, it unveiled the Government Strategy for Gender Equality
Toward 2021. Supported by more than $80 million in funding over five years, the
strategy includes 59 actions. Among them:

= introduction of a framework bill aimed at making gender equality central to the
government’s concerns and priorities;

= support for activities aimed at encouraging men to become allies in the quest for
gender equality;

= creation of a Québec gender equality index to track the progress of gender
equality and inform decision making within the Québec government.

- In August 2017, the government introduced the 2017-2022 Intervention Strategy for
Preventing and Countering Sexual Violence in Higher Education. The strategy sets
out 19 measures, including one to support the establishment of a “single-window”
reception, guidance and referral service for victims of sexual violence in each
institution of higher education;

= Bill 151, An Act to prevent and fight sexual violence in higher education
institutions, was passed in December 2017.

— In December 2017, the 2012-2017 Government Action Plan on Domestic Violence
was extended so that consultations could be held in 2018 for the purpose of
informing a new action plan;

- In December 2017, the government held the Forum on Sexual Assault and
Harassment. The measures and additional $25 million in funding announced during
the forum will give new impetus for, among other things, changing mentalities and
inappropriate behaviour.
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3.5.2 International recognition of the rights of LGBT people

People in the LGBT community have a hard time getting their rights recognized on
the international stage.

Québec is a world leader and sets an example for several countries in the fight
against discrimination based on sexual orientation, gender identity and expression.
Moreover, one of the objectives of the 2017-2022 government action plan to fight
homophobia and transphobia is to promote the advancement of LGBT rights
outside Québec.

To continue protecting and promoting the rights of LGBT people internationally,
Québec will support the creation of an international Francophone network for the
protection and advancement of LGBT rights.

The network will have the following objectives:
— reinforce Québec’s leadership and showcase its expertise on the world stage;

— act on the Québec government's commitments and civil society’s
recommendations regarding the need for a Francophone network;

— meet the objectives of Québec’s new international policy by helping create a
fairer, safer world.
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3.6  $96 million to fight domestic violence and sexual
violence

The government undertook to fight sexual violence and all other types of violence
affecting mostly women, such as domestic violence. However, social problems and
issues, especially those that came to the fore through the global #MeToo
Movement denouncing sexual assault, persist.

Taking into account the sums reallocated by the departments concerned in order to
secure the funding needed to combat domestic violence and sexual violence, the
March 2018 Québec Economic Plan provides investments totalling $119.1 million
by 2022-2023.

TABLE C.41

Investments and financial impact for fighting domestic violence and sexual
violence
(millions of dollars)

Financial impact

2017- 2018- 2019- 2020- 2021- 2022-
Investments 2018 2019 2020 2021 2022 2023 Total

Domestic violence

— General component, including

shelters® 69.7 6.4 — 100 -10.0 -10.0 -10.0 -46.4

— Aboriginal component? 14.4 — 31 =27 29 29 -28 -144

Subtotal — Domestic violence 841 -64 -31 -127 -129 -129 -128 -60.8
Consolidation of gender equality

measures® 10.0 — 20 20 20 -20 -20 -100
Sexual violence® 250 -25.0 — — — — — 250
TOTAL 1191 -314 -51 -147 -149 -149 -148 -9538

(1) Additional appopriations will be allocated to the Ministére de 'Economie, de la Science et de I'lnnovation for
2017-2018. For the periods 2019-2020 to 2022-2023, additional appropriations will be allocated to the Ministere
de la Santé et des Services sociaux. The amounts earmarked for 2017-2018 will be drawn from the Contingency
Fund.

(2) Additional appropriations will be allocated to the government departments responsible for implementing the
measures under the Aboriginal component. The amounts earmarked for 2018-2019 will be drawn from the
Contingency Fund.

(3) Additional appropriations will be allocated to the Ministére de I'Education et de 'Enseignement supérieur. The
amounts earmarked for 2017-2018 will be drawn from the Contingency Fund.

The details of the measures to combat domestic violence will be announced at a
later date by the Minister responsible for the Status of Women.
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3.6.1 $69.7 million to combat domestic violence

To step up the fight against domestic violence, the government will implement new
measures in this regard.

The measures could be aimed at, among other things:

— consolidating and increasing the intake capacity of shelters for women and
children escaping domestic violence;

— improving how the justice system handles domestic violence cases.
U Adapt shelter services

Going to a shelter is the first step for women who have fled a violent partner for
their own safety. The services provided by shelters therefore need to be adapted to
the diverse needs of such women.

It is critical that shelters offer intervention services that allow for a smoother
transition for the women using them.

Other organizations provide intervention services to violent partners. To ensure
effective intervention, shelters need to adapt their services to the reality of the men
who use them.

U Other measures to combat domestic violence
Other measures will be aimed at, in particular, improving judicial interventions.

3.6.2 $14 million in assistance adapted to the reality of Aboriginal
communities

New government initiatives will address the specific realities of First Nations and
Inuit in domestic and family violence interventions.

The proposed initiatives will be consistent with the policy directions of the
Government Action Plan for the Social and Cultural Development of the First
Nations and Inuit 2017-2022 aimed at implementing a tailored approach in
cooperation with Aboriginal partners.

The new initiatives will support culturally relevant and secure prevention and
intervention efforts.

To that end, the government is announcing $14.4 million in financial support to
enable the different government departments and bodies concerned to provide
greater support to Aboriginal people.
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3.6.3 $10 million to consolidate equality measures

In addition to the measures for combatting domestic violence, the Secrétariat a la
condition féminine coordinates implementation of the Government Strategy to
Prevent and Counteract Sexual Violence 2016-2021 and the Government Strategy
for Gender Equality Toward 2021.

Investments totalling $10.0 million are provided to consolidate the implementation
of the commitments related to these measures and strategies.

Investments to prevent and
counteract sexual violence

Additional investments of $25 million

During the Forum on Sexual Assault and Harassment held on December 14, 2017, the
government announced additional funding in the amount of $25 million to:

— support activities to prevent sexual assault;
- encourage the disclosing and denouncing of sexual assault;

- enhance assistance and accompaniment services for victims, particularly during
legal proceedings.

The Forum on Sexual Assault and Harassment was organized in response to the wave
of sexual assault and harassment denunciations in 2017.
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3.7 An additional $500 million to modernize the justice
system

The plan to modernize the justice system contains $500 million in investments
between now and 2022-2023 to modernize processes by driving a cultural shift and
to use technology to better serve citizens.

The plan sets out three objectives built around a strategy that will be implemented
gradually:

— $139 million to introduce innovative practices;
— $289 million to bring the justice system in line with the latest technology;

— $72 million to enable the justice system’s principal stakeholders to
communicate effectively and efficiently.

Including the $175 million over four years announced by the government in 2016 to
increase the number of judicial resources (judges, prosecutors, correctional
services officers, etc.) in order to reduce delays, the total investment amounts to
$675 million.

The different measures to modernize the justice system are presented in the
budget paper Justice: A Plan to Modernize the Justice System.

TABLE C.42

Investments and financial impact for the plan to modernize the justice
system
(millions of dollars)

Financial impact

2017- 2018- 2019- 2020- 2021- 2022-
Investments 2018 2019 2020 2021 2022 2023 Total

Introduce innovative
practices 139.3 — =122 -213 -333 -359 -32.7 -1354

Bring the justice system in
line with the latest technology ~ 288.7 -7.6 247 -33.7 -387 446 449 -1942

Enable the principal
stakeholders to communicate
effectively and efficiently 71.7 — -10.6 -10.8 -13.6 -143 -13.8 -63.1

TOTAL 499.7 -7.6 -47.5 -65.8 -85.6 -94.8 -91.4 -392.7

(1) Investments represent the amounts allocated to technology infrastructure.
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3.8 $431 million to facilitate access to affordable, quality
housing

The Québec government recognizes the importance for Québec households to live
in affordable, suitable housing that matches their needs. That is why the
government provides investments to:

— build new social housing;

— make housing more affordable for certain low-income households;
— adapt and renovate homes;

— further support residential construction projects;

— foster a private housing market in Nunavik.

The Québec Economic Plan allocates $431 million to helping vulnerable
households.

TABLE C.43

Investments and financial impact for facilitating access to affordable, quality
housing
(millions of dollars)

Financial impact

2017- 2018- 2019- 2020- 2021- 2022- Other
Investments” 2018 2019 2020 2021 2022 2023 years Total

Construction of
3 000 social housing
units®® 2737 — — -3.3 22 -757 -114.9 776 2737

Allocation of 225 units

under the Rent

Supplement

Program®® 5.2 — -0.4 -1.0 -1.0 -1.0 1.1 -0.7 -5.2

Foster home
adaptations and
renovation®®® 72.0 — 128  -130 -6.2 — — — -320

New residential
response program for
dry rot fungus and
support for people
affected by pyrrhotite

and dry rot fungus®® 5.3 — 1.2 1.4 2.4 — — — -5.0
Further support

residential

construction

projects?® 30.8 -30.8 — — — — — —  -308
Housing assistance for

Nunavik 44.0 -0.3 -9.7 -224 -1.6 -24 -2.6 — =390
TOTAL 431.0 -31.1 -24.1 -41.1 -13.4 -79.1 -118.6 -78.3 -385.7

(1) The investments also include infrastructure spending.

(2) Additional appropriations will be allocated to the Ministére des Affaires municipales et de I'Occupation du territoire.

(3) The amount of $273.7 million includes $43 million in budgetary support for rent supplements.

(4) The amounts earmarked for 2017-2018 and 2018-2019 will be drawn from the Contingency Fund.

(5) This measure includes the Residential Adaptation Assistance Program, the RénoRégion Program, the Rénovation
Québec Program and the Shelter Assistance Program.

(6) For 2018-2019, $0.2 million will be drawn from the Contingency Fund.
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3.8.1 $274 million for investment in affordable and social housing
U Construction of 3 000 new social housing units

The Québec Economic Plan earmarks an investment of $273.7 million to build social,
community and affordable housing units under the AccéslLogis Québec program and
allocate units available for a rent supplement.

— $230.7 million will be injected into the construction of 3 000 new social housing
units.

— $43.0 million will go toward granting a rent supplement for a portion of the new
units.

Furthermore, in keeping with standard practice, 10% of the planned units (300 units
for this specific program) will be reserved for people who are homeless or at risk of
homelessness and people with mental health problems.

Lastly, 100 other housing units will be set aside for projects related to shelters for
women escaping domestic violence.

SECTION

Accéslogis Québec

The AcceslLogis Québec program allows housing offices, housing cooperatives and
non-profit organizations (hereinafter, “promoters”) to make social, community and
affordable housing available to low- or moderate-income households or to people who
are experiencing difficulty and have special needs.

The program is designed so that the government, the promoter and the community
(usually a municipality) provide financial support respectively covering 50%, 35% and
15% of the maximum eligible project costs.

The degree of financial assistance varies according to the territory, the targeted
clientele and the size (number of rooms) of the housing unit.

Note that the government is continuing the review of all its housing programs, including
the AccésLogis Québec program with the aim of ensuring a better alignment of
financial assistance and the reality of households and communities.
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TABLE C.44

Investments and financial impact for the construction of 3 000 new social
housing units
(millions of dollars)

Financial impact

2017- 2018- 2019- 2020- 2021- 2022- Other
Investments” 2018 2019 2020 2021 2022 2023 years Total

Construction of
3 000 social housing

units 230.7 — — 33 22 -757 -109.9 -39.6 -230.7
Granting of rent

supplements to a
portion of the new units 43.0 — — — — — -5.0 -38.0 -43.0

TOTAL 273.7 — — =33 =22 -757 -114.9 -77.6 -273.7

(1) Investments also include infrastructure spending.

This announcement, which is in addition to the investments announced in previous
years, raises the total number of new units to 50 000 under Phase Il of the social
housing construction programs.

TABLE C.45

Number of affordable housing units announced and investments made
- Phase I

(number and millions of dollars)

Number of housing

units Investments®

Budgets

2018-2019 3000 274
2017-2018® 3000 272
2016-2017% 1 500 136
2015-2016® 1 500 134
2014-2015® 3000 256
2004-2005 to 2013-2014 25 000 1689
Initial target — Phase I 13 000 592
TOTAL 50 000 3353

(1) Phase | corresponds to investments announced in 2001 and previous years. Phase Il corresponds to investments
announced from 2002 to present.

(2) Amounts include budgetary support for rent supplements.
(3) The Government Action Plan to Foster Economic Inclusion and Social Participation 2017-2023 provides additional
investments totalling $38.8 million. These amounts were added to the investments previously announced.
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®  Over 16 000 housing units to be delivered in the coming years

As at January 31, 2018, there were 13 305 housing units in progress:
— 5733 will be delivered soon;

— 7 572 others are under preparation or pending.

Including the 3 000 new housing units announced, a total of 16 305 more social,

community and affordable housing units will be available in the coming years.

TABLE C.46

Construction of social, community and affordable housing"”
(number)

In Under Newly
progress preparation announced Total
Number of housing units 5733 7572 3 000 16 305

(1) As at January 31, 2018.
Source: Société d’habitation du Québec.

As at December 31, 2017, 39 869 social, community and affordable housing units

had been delivered.

CHART C.1

Social, community and affordable housing units built — Phase | and

Phase II'"
(number)

OPhase |l

WPhase |

38 569
36519
34 620

32 831

28 208 29 830

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

39 869

56 174@

2024

Note: As at December 31 of each year.

(1) Phase | corresponds to investments announced in 2001 and previous years. Phase Il corresponds to investments

announced from 2002 to present.
(2) Projected number of units to be built by 2024.
Source: Société d’habitation du Québec.
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Access to social, community and affordable housing
for over 265 000 households

The 3 000 housing units announced in the March 2018 Québec Economic Plan will
raise the social, community and affordable housing stock to a total of 152 792 units.

Number of social, community and affordable housing units'”

Low-rental housing units (HLM) 74 186
Other social, community and affordable housing units in Québec
- Available 39 869
- Under construction and to come before the announcement

in the March 2018 Québec Economic Plan 13 305
- Announced in the March 2018 Québec Economic Plan 3000
Federal housing stock®® — Housing cooperatives and non-profit organizations 22 432
TOTAL 152 792

(1) Number of social, community and affordable housing units as at January 31, 2018.

(2) Including the 6 174 units built under Phase | and the 33 695 units built since the start of Phase II.
(3) Housing fully funded by the federal government.

Source: Société d’habitation du Québec.

In addition to the households benefiting from these housing units, there are also:
— 17 386 households that benefit or will benefit from a private rent supplement;

- 95 696 households that benefit from the Shelter Allowance Program.
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3.8.2 $5 million for the allocation of 225 new units under the Rent
Supplement Program for private rentals

In 2014, Québec adopted the 2015-2020 interdepartmental action plan on

homelessness to take action to prevent and reduce homelessness.

SECTION

2015-2020 interdepartmental action plan on homelessness

The 2015-2020 interdepartmental action plan on homelessness has two main objectives: to
prevent and to reduce homelessness in Québec. The action plan stems from a collaborative
effort between the Ministére de la Santé et des Services sociaux and 15 other government
departments and bodies.

It includes 31 actions grouped into five priority areas of intervention:
- housing;

- health and social services;

- income;

- education, social integration and socio-professional integration;
- social cohabitation and court issues.

The action plan conveys the message that fighting homelessness is a social
responsibility, that necessary steps must be taken to reintegrate people living on the
streets into society, and that everything possible must be done to prevent others from
becoming homeless.

Homelessness involves huge challenges. Across Québec, people from different
sectors are working together to fight the issue and help homeless people find their
place in society.

The March 2018 Québec Economic Plan is injecting $5.2 million into the allocation
of 225 new housing units under the Rent Supplement Program for private rentals.
The program enables households to live in private-sector dwellings and pay a rent
equal to 25% of their income. To give a greater number of homeless people access
a privately owned rental dwelling, 150 units will be reserved for them.

TABLE C.47

Investments and financial impact for allocating 225 new units under the
Rent Supplement Program for private rentals
(millions of dollars)

Financial impact

2017- 2018- 2019- 2020- 2021- 2022- Other
Investments 2018 2019 2020 2021 2022 2023 years Total

Allocation of 225 units
under the Rent
Supplement Program 5.2 — 04 10 10 -1.0 -1.1 -0.7 -5.2
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3.8.3 $72 million more to promote home adaptations and
renovations

The Québec Economic Plan includes $72.0 million in funding to continue programs
aimed at improving housing conditions for low-income households or those with
special housing needs.

— $25.0 million will be invested in the Residential Adaptation Assistance
Program.

— $20.0 million will be invested in the RénoRégion Program.
— $25.0 million will be invested in the Rénovation Québec Program.
— $2.0 million will be invested in the Shelter Enhancement Program.

TABLE C.48

Investments and financial impact for promoting home adaptations and
renovations
(millions of dollars)

Financial impact
2018- 2019-  2020- 2021- 2022-

Investments 2019 2020 2021 2022 2023 Total
Residential Adaptation
Assistance Program 25.0 — — — — — —
RénoRégion Program 200 -3.38 -1.2 — — — -5.0
Rénovation Québec
Program 250 -838 -10.0 -6.2 — — -25.0
Shelter Enhancement
Program 20 -02 -1.8 — — — -2.0
TOTAL 72.0 -12.8 -13.0 -6.2 — — -32.0

The Residential Adaptation Assistance Program provides owners of homes or
residential units with financial assistance to help cover the cost of adaptations
needed to make the dwelling barrier-free for persons with disabilities. The program
thereby makes it possible to adapt the living environment of disabled persons to
enable them to stay in their homes longer. The funding allocated to this program
will enable residential adaptations for some 1 400 persons with disabilities and the
repair of approximately 4 300 pieces of specialized equipment.
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The RénoRégion Program provides financial assistance to low- or modest-income
owner-occupants in rural areas for work to correct major defects in their home. The
investment in this program will help some 1 700 owner-occupants.

The Rénovation Québec Program financially supports municipalities that want to
develop housing improvement programs in rundown residential areas. The amount
earmarked for the program will make it possible to upgrade roughly 1 800 housing
units.

The Shelter Enhancement Program provides financial assistance to non-profit
organizations that administer shelters for women and children aged 28 and
younger who are victims of family violence. The purpose of the program is to
ensure the shelters are clean, safe and functional. The investment allocated to the
program will enable the renovation of approximately 180 housing units.

SECTION

Investment in the Ville de Montréal

The “Réflexe Montréal” agreement gives the Ville de Montréal greater autonomy in the
construction of affordable housing, residential adaptations for persons with disabilities
and housing improvement in rundown residential areas within its territory.

For that purpose, $103.9 million of the investments provided in the March 2018 Québec
Economic Plan for the construction of 3 000 housing units under the AccésLogis
Québec Program, the Residential Adaptation Assistance Program and the Rénovation
Québec Program will be set aside for the Ville de Montréal. That amount represents
37% of the total investment in those three programs.
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3.8.4 $5 million for the creation of a new residential program and
support for people affected by dry rot fungus and the
Coalition d’aide aux victims de la pyrrhotite

Dry rot fungus can cause significant damage to the wooden structure of buildings.
Numerous cases of dry rot have been reported in the last few years.

Dry rot fungus

Dry rot fungus is a destructive fungus that feeds on wood and causes its
decomposition. The fungus spreads rapidly and can grow through concrete and brick
walls, quickly causing major damage to building structures. According to the Institut
national de santé publique du Québec, the dry rot fungus does not pose a health risk.

The fungus develops in specific conditions, such as environments that are too moist,
poorly lit, poorly ventilated or with a temperature between 5°C and 26°C.

Getting rid of the fungus requires decontamination and restoration work, which can
be costly for families whose home is affected by dry rot.

To financially support households dealing with dry rot, the Québec Economic Plan
provides $5.0 million in funding over three years to set up a new dry rot response
program to be administered by the Société d’habitation du Québec.
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U Support households affected by dry rot and pyrrhotite

The government is granting funding to the Association Mérule pleureuse Québec to
enable it to provide support services to homeowners dealing with dry rot.

At the request of the Centre d’expertise en analyse environnementale du Québec,
Université Laval will be conducting research on the causes and effects of the dry

rot fungus. The study will expand knowledge on detection, effective prevention and
decontamination.

Funding is also being granted to Coalition d’aide aux victimes de la pyrrhotite.
Pyrrhotite is a mineral found in concrete that can cause major cracks in
foundations.

A total of $0.3 million will be allocated in 2017-2018 to help households dealing
with either of these problems.

TABLE C.49

Investments and financial impact for supporting households affected by dry
rot and pyrrhotite
(millions of dollars)

Financial impact

2017-  2018-  2019-  2020- 2021-  2022-
Investments 2018 2019 2020 2021 2022 2023 Total

New dry rot residential
program 5.0 — -1.2 -1.4 -2.4 — — -5.0

Supporting households
affected by dry rot and
pyrrhotite 0.3 — — — — — —

TOTAL 5.3 — 12 14 24 — — =50

3.8.5 $31 million to further support certain housing projects

Owing to the recent interest rate hikes and higher construction costs in certain
regions of Québec, additional funding is needs for certain housing projects.

To that end:
— $22.2 million will be granted to the Ville de Montréal;
— $4.8 million will be divided among various projects in remote regions;

— $3.8 million will be allocated to the Adélard-Dugré housing complex in
Trois-Rivieres.

Taken together, these projects will receive $30.8 million in funding in 2017-2018.

| The Québec Economic Plan:
| Measures for Individuals and Society C.81

SECTION



3.8.6 $39 million in housing assistance for Nunavik

Nunavik is currently experiencing housing pressure. In particular, the region is
dealing with overcrowded housing, a housing shortage and insufficient resources
for proper maintenance of houses and equipment. These issues place a heavy
burden on the Kativik Municipal Housing Bureau.

Taking into account the sums planned in the financial framework of the Société du
Plan Nord and to support the housing market in Nunavik, the March 2018 Québec
Economic Plan allocates $44 million to initiatives aimed at helping maintain the
social housing stock and foster the development of a private housing market.

TABLE C.50

Investments and financial impact for housing assistance in Nunavik
(millions of dollars)

Financial impact

2017- 2018- 2019- 2020- 2021- 2022-
Investments 2018 2019 2020 2021 2022 2023 Total

Construction of warehouses
in Nunavik™ 221 -03 70 -14.8 — — — 221

Fostering the development
of a private housing market
in Nunavik

— Construction of
45 private housing

units® 15.9 — 17 -76 -16 24 26 -159
— Buy-back fund® 5.0 — — — — — — —
- Reptal-(gurchase pilot

project 1.0 — -1.0 — — — — -1.0
TOTAL 440 -0.3 -9.7 -224 -1.6 -2.4 -2.6 -39.0

(1) These amounts will be funded using the available financial resources of the Société d’habitation du Québec.

(2) Additional appropriations will be allocated to the Ministere des Affaires municipales et de 'Occupation du territoire.
The amounts earmarked for 2018-2019 will be drawn from the Contingency Fund.

(3) These amounts are currently provided for in the financial framework of the Société du Plan Nord.

U Construction of warehouses in Nunavik

The Kativik Municipal Housing Bureau has several warehouses for storing the
equipment used to renovate its social housing stock. Most of them are nearly
40 years old and have seriously deteriorated over time. Some of them are so
rundown that the equipment they house could deteriorate.

To address this situation, the Kativik Municipal Housing Bureau will receive
$22.1 million in financial support from the Société d’habitation du Québec to build
three warehouses.
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U Foster the development of a private housing market in Nunavik

A private housing market generally enables communities and individuals to create
wealth. However, such a market is virtually non-existent in Nunavik. The high cost
of buying and building a house, the tight credit conditions and the non-existence of
a resale market are just some of the obstacles to developing a private market in the
region.

The Québec government intends to take several initiatives to foster the
development of a private housing market in Nunavik.

B Acquisition and construction of 45 private housing units

The Home Ownership and Renovation Program for the Kativik Region provides
technical and financial assistance to people living in the northern villages covered
by the program so that they can improve their housing conditions or buy a house.

The program has several modules, including “purchase and construction
assistance”. The financial assistance granted through this module is equal to 75%
of the maximum eligible construction costs determined by the Société d’habitation
du Québec. The costs vary according to the type of housing unit. For example, the
maximum cost for a 2-bedroom unit is $375 000, which corresponds to financial
assistance of $281 250. An additional amount may be granted for dwellings located
in the remotest villages.

To enable the acquisition and construction of 45 private housing units under the
“purchase and construction assistance” module of the Home Ownership and
Renovation Program for the Kativik Region, the March 2018 Québec Economic
Plan provides total investments of $15.9 million over five years.

B Establishment of a buy-back fund

To stimulate the private home resale market, the Société d’habitation du Québec
will establish a buy-back fund to reassure home buyers and financial institutions,
thereby making it easier for residents of Nunavik to obtain loans.

For the purposes of this measure, an amount of $5.0 million currently included in
the financial framework of the Société du Plan Nord will be put under the
responsibility of the Société d’habitation du Québec.

B Development of a housing pilot project

To foster the emergence of a private housing market in the territory covered by the
Kativik Municipal Housing Bureau, the Société d’habitation du Québec will set up a
pilot project to enable renters to buy the dwelling they are renting.

The March 2018 Québec Economic Plan allocates $1.0 million in 2018-2019 to the
development and implementation of the pilot project.
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3.9 $46 million to further support community organizations

Community organizations are organizations based in the community that make a
complementary contribution to public services.

The government recognizes the vital contribution of community organizations to the
preservation and well-being of Quebec society. Overall, 15 government
departments and 10 government bodies financially support nearly
5 000 organizations every year.

Community organizations will face a number of challenges in the coming years,
particularly in the area of workforce availability. To help them meet those
challenges and increase the services they provide to Quebecers, the government
is increasing the amount of funding allocated to financial support programs for
community organizations by $46 million over the next five years.

The additional funding will enable community organizations to defray rising payroll
costs, particularly the costs related to the planned minimum-wage increases.

TABLE C.51

Additional investments to enhance financial support programs for
community organizations
(millions of dollars)

2017-  2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Ministére de la Santé et des Services

sociaux — 7.0 7.0 7.0 7.0 7.0 35.0
Other departments® — 5.5 8.5 10.6  10.6 10.6 458
TOTAL — 125 155 176 176 17.6 80.8

(1) The amounts will be taken from the additional funding allocated to the Ministére de la Santé et des Services
sociaux.

(2) The investments shown in the table correspond to the additional appropriations to be allocated to the departments
concerned. The amounts earmarked for 2018-2019 will be drawn from the Contingency Fund.
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3.10 $25 million in support for English-speaking Quebecers

On November 24, 2017, the government announced the creation of the Secrétariat
aux relations avec les Québécois d’expression anglaise.

The mandate of the Secrétariat is to ensure that the concerns of English-speaking
Quebecers are taken into consideration in the development of government policy
directions and decisions, in conjunction with the concerned government
departments and bodies.

Accordingly, the Québec Economic Plan provides funding of $24.5 million over six
years for the activities of the Secrétariat aux relations avec les Québécois
d’expression anglaise.

The funding will be used to:

— support non-profit organizations and institutions in areas of activity related to
the Secrétariat’s mission;

— disseminate scientific knowledge that supports the vitality of English-speaking
communities;

— help keep young English-speaking Quebecers in Québec through employment.

TABLE C.52

Financial impact of the activities of the Secrétariat aux relations avec les
Québécois d’expression anglaise!”
(millions of dollars)

2017- 2018- 2019-  2020- 2021-  2022-
2018 2019 2020 2021 2022 2023 Total

Supporting the Secrétariat aux
relations avec les Québécois
d’expression anglaise -1.9 -2.0 -4.4 -5.4 -5.4 -54 -24.5

(1) Additional appropriations will be allocated to the Ministére du Conseil exécutif for fiscal years 2018-2019 to
2022-2023. The amounts earmarked for 2017-2018 will be drawn from the Contingency Fund.
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3.11 $1.8 billion for major electric projects and strategic
investments in sustainable mobility

The government will soon be presenting the first sustainable mobility policy to be
implemented in Québec. This policy will cover the movement of people and goods
and all transportation modes, including public transit, active transportation as well
as marine, rail and air transportation, in addition to work on the road network.

Investments totalling over $13 billion are provided to support major and strategic
electric public transit projects in the Montréal and Québec areas, namely:

— the Réseau express meétropolitain (REM),8 with an estimated value of
$6.3 billion;

— the extension of the Montréal metro blue line, which represents an investment
of $3.9 billion;

— Québec City’s strategic transportation network, with investments amounting to
approximately $3.3 billion.

In addition, the March 2017 Québec Economic Plan provided for an additional
investment of more than $1.7 billion to support public transit across Québec.

The government has added another milestone, announcing new additional
investments in the amount of $1.8 billion to ensure the sustainable mobility policy is
properly implemented, thereby increasing its commitment to more than $3.5 billion
by 2022-2023.

The various initiatives to consolidate and improve the movement of passengers
and goods in all regions of Québec are presented in the budget paper Electric
Mobility: Sustainable Development of All Transportation Modes.

8 The Réseau électrique métropolitain has been renamed the Réseau express métropolitain.
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TABLE C.53

Investments and financial impact for the measures to promote sustainable

mobility
(millions of dollars)

SECTION

Financial impact

2017- 2018- 2019- 2020- 2021- 2022-
Investments™ 2018 2019 2020 2021 2022 2023 Total
Major and strategic
electric projects 215.3 — — — — — — —
For high-performance
and accessible public
transit all over Québec 845.6 — 271 482 -884 -142.7 -193.3 —499.7
Initiatives relying on
planning and innovation 170.0 — -7.8 =329 -39.0 -43.8 -46.5 -170.0
Toward cleaner and
higher-performance land
transportation 429.2 — -1082 -846 -57.3 -59.7 -624 -372.2
Discover Québec by air:
Significant support for
regional air transportation 173.2 — -112 -145 -150 -16.0 -16.5 -73.2
March 2018 Québec
Economic Plan 1833.3 — -154.3 -180.2 -199.7 -262.2 -318.7 -1115.1
March 2017 Québec
Economic Plan® 17209 -573.0 -124.0 -262.0 -269.0 -262.7 -230.2 -1720.9
TOTAL 35542 -573.0 -278.3 -442.2 -468.7 -524.9 -548.9 -2836.0
(1) Investments also include infrastructure expenditures.
(2) The March 2017 Québec Economic Plan provided for financial impacts amounting to $1 490.7 million over
five years from 2017-2018 to 2021-2022.
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1.  SUPPORTING SMBs IN ALL THE REGIONS IN THE
TRANSFORMATION OF QUEBEC’S ECONOMY

SMBs play a front-line role in Québec’s economy. They represent an important
source of innovation, in addition to supporting job creation. They also contribute to
the vitality of the various economic sectors in all regions of Québec.

Thus, to stimulate the development and growth of SMBs, the March 2018 Québec
Economic Plan provides for several initiatives, in particular:

— easing of their tax burden;
— support measures to stimulate their growth;

— measures to increase available financing.

In all, the March 2018 Québec Economic Plan provides more than $2.3 billion
between now and 2022-2023 to support SMBs in all regions of Québec.

TABLE D1

Financial impact of measures to support SMBs in all regions
in the transformation of Québec’s economy
(millions of dollars)

2017- 2018-  2019-  2020- 2021-  2022-
2018" 2019 2020 2021 2022 2023 Total

Easing the tax burden on

SMBs — -228.9 3379 -438.7 -549.3 -614.0 -2168.8
Stimulating the growth of

Québec SMBs -36.4 -7.2 -7.2 —6.2 -4.6 —4.6 —66.2
Increasing available financing

for SMBs — -23.1 —26.4 —27.2 -5.8 — -82.5
TOTAL -36.4 -259.2 -371.5 -4721 -559.7 -618.6 -2317.5

(1) The subsidies granted in 2017-2018 allow for the funding of new initiatives.
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1.1 Easing the tax burden on SMBs

With the Québec Economic Plan, the government is acting to foster the growth of
Québec SMBs, which are one of the main engines of economic activity.

The government has implemented initiatives enabling them to improve their
competitiveness and grow, in particular, a significant easing of their tax burden.

The March 2018 Québec Economic Plan provides for new initiatives offering
nearly $2.2 billion in additional tax relief for SMBs over five years:

— a $1.2-billion reduction in the Health Services Fund (HSF) contribution;

— a gradual reduction from 8% to 4% in the tax rate of SMBs in the service and
construction sectors, representing tax relief of nearly $1 billion.

These actions will help, in particular, to mitigate the impact of the minimum wage
increase and the increase in payroll taxes resulting from enhancement of the
Québec Pension Plan.

TABLE D.2

Financial impact of the easing of the tax burden on SMBs
(millions of dollars)

2017- 2018- 2019-  2020- 2021-  2022-
2018 2019 2020 2021 2022 2023 Total

Reduction in the Health Services
Fund contribution — -1549 -197.9 -2286 -280.8 -339.5 -1201.7

Gradual reduction from 8% to 4%
in the tax rate of SMBs in the
service and construction sectors — -74.0 -140.0 -210.1 -268.5 -274.5 -967.1

TOTAL — =228.9 -337.9 -438.7 -549.3 -614.0 -2168.8
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O Reduction of more than $900 million per year in
the tax burden on SMBs

When added to the other initiatives announced by the government since publication
of Budget 2014-2015, the measures to ease the tax burden in the March 2018
Québec Economic Plan will provide SMBs with tax relief totaling more than
$900 million per year when fully implemented.

— Of this amount, $614 million result from the initiatives announced in the
March 2018 Québec Economic Plan.

TABLE D.3

Measures to ease the tax burden on SMBs in the Québec Economic Plan
(millions of dollars)

Annual when fully
implemented

Measures in the March 2018 Québec Economic Plan

— Reduction in the Health Services Fund contribution 340
— Gradual reduction from 8% to 4% in the tax rate of SMBs in

the service and construction sectors 275
Subtotal 614
Measures announced before the March 2018 Québec Economic Plan 292
TOTAL 906

Note: Totals may not add due to rounding.
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1.1.1 Reduction in the Health Services Fund contribution

The March 2018 Québec Economic Plan provides for a gradual reduction in the
HSF contribution rate as of the day following Budget Speech 2018-2019 for all
Québec SMBs.

Thus, the HSF contribution rate applicable to businesses with a payroll of $1 million
or less will be reduced gradually as of January 1, 2022 to:

— 1.25% for the primary and manufacturing sectors, a reduction of nearly 55%
compared to the rate in effect before June 2014;

— 1.65% for the service and construction sectors, a reduction of nearly 40%
compared to the rate in effect before June 2014.

Also, the March 2018 Québec Economic Plan provides for a $2-million increase
in the payroll threshold giving entitlement to the reduced HSF contribution rate
for SMBs, which will gradually rise from $5 million currently to $7 million as of
January 1, 2022.

— The threshold will then be adjusted annually for 2023 and subsequent years
based on growth in wages.

CHART D.1 CHART D.2
Lower rate!” of the HSF contribution ~ Lower rate'” of the HSF contribution
for SMBs in the primary and for SMBs in the service and
manufacturing sectors construction sectors
(per cent) (per cent)
mBefore March 2018 Québec WBefore March 2018 Québec
Economic Plan Economic Plan
2.70 DAfter March 2018 Québec 270 DAfter March 2018 Québec
Economic Plan Economic Plan
2.30
2.15
1.95 2.05 200 200
1.80 1.75 170 165
2014 2018 2019 2020 2021 2022 2014 2018 2019 2020 2021 2022
(1) The lower rate applies to SMBs with a total payroll (1) The lower rate applies to SMBs with a total payroll
equal to or less than $1 million. The rate increases equal to or less than $1 million. The rate increases
linearly to 4.26% for a total payroll between $1 million linearly to 4.26% for a total payroll between $1 million
and the threshold in effect, which is $5 million. and the threshold in effect, which is $5 million.
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U First increase in the payroll threshold giving entitlement
to the reduced HSF contribution rate

The $5-million payroll threshold allowing businesses to pay the reduced HSF
contribution rate has remained unchanged since it was introduced in 1999.

This first increase in the threshold will, in particular:

— further reduce the HSF contribution rate for the 17 000 SMBs with a payroll
greater than $1 million but less than $5 million;

— broaden access to the reduced contribution rate to 6 000 SMBs with a payroll
between the current $5-million threshold and the new $7-million threshold.

TABLE D.4

Change in the parameters of the HSF contribution for SMBs

Before
June 2014 2018 2019 2020 2021 2022
Rate for primary and
manufacturing sectors 2.70% 1.45% 1.40% 1.35% 1.30% 1.25%

Rate for service and
construction sectors 2.70% 1.95% 1.80% 1.75% 1.70% 1.65%

Payroll threshold giving
entitlement to the reduced rate ~ $5 million ~ $5 million $5.5 million  $6 million $6.5 million $7 million

Note: Rates in effect on the day following Budget Speech 2018-1019 for 2018 and on January 1 for subsequent years.
The rate increases linearly to 4.26% for a total payroll of between $1 million and the threshold in effect.

O Reduction of nearly $340 million annually in
the tax burden on SMBs

All of Québec’s 245 000 SMBs will receive tax relief totalling nearly $340 million
per year, once the reduction is fully implemented, for a total of $1.2 billion over
five years.

— SMBs will be able to devote this additional cash liquidity to their expansion, in
particular, by financing new investments and hiring additional workers.

TABLE D.5

Financial impact of the reduction in the Health Services Fund contribution
(millions of dollars)

2017- 2018-  2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Reduction in the Health
Services Fund contribution — -1549 -197.9 -228.6 -280.8 -339.5 -1201.7
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Significant payroll tax relief for all Québec SMBs

The contribution to the Health Services Fund (HSF) represents a fixed cost for businesses,
which can impede job creation.

To encourage hiring of workers and improve the competitiveness of Québec
businesses, the government has taken major steps since June 2014 to reduce the HSF
contribution for SMBs, in particular:

- the reduction from 2.7% to 1.6% in the HSF contribution rate for SMBs in the primary
and manufacturing sectors since January 1, 2015;

- the gradual reduction over three years from 2.7% to 2.25% in the HSF contribution
rate for SMBs in the service and construction sectors since January 1, 2017;

- the additional reduction over five years in the HSF contribution rate for all SMBs
since January 1, 2017:

= 1.45% for the primary and manufacturing sectors,
= 2.0% for the service and construction sectors.

With the March 2018 Québec Economic Plan, the additional reduction in the HSF
contribution rate to 1.25% for the primary and manufacturing sectors and to 1.65% for
the service and construction sectors will provide Québec SMBs considerable additional
tax relief.

For example, compared with the situation before Budget 2014-2015:

- for a manufacturing SMB with a payroll of $1 million, the HSF contribution rate will
decline by $14 500 per year (-54%), once the tax relief measure is fully implemented;
for a manufacturing SMB with a payroll of $5 million, the rate will decline by
$50 000 (—23%);

— for an SMB in the service and construction sectors with a payroll of $1 million, the
HSF contribution rate will decline by $10 500 per year (-39%), once the tax relief
measure is fully implemented; for an SMB in the service and construction sectors
with a payroll of $5 million, the rate will decline by $43 500 (-20%).

lllustration of the impact of HSF contribution rate reduction
for SMBs in all sectors

Primary and Service and
Budget manufacturing construction
2014-2015 as of Jan. 1, 2022 as of Jan. 1, 2022

Payroll Rate (%) Rate (%) Gain ($) Rate (%) Gain ($)
$1 million 2.70 1.25 14 500 1.65 10 500
$2 million 3.09 1.75 26 800 2.09 20 000
$3 million 3.48 2.25 36 900 2.52 28 800
$4 million 3.87 2.76 44 400 2.96 36 400
$5 million 4.26 3.26 50 000 3.39 43 500
$6 million 4.26 3.76 30 000 3.83 25800
$7 million 4.26 4.26 — 4.26 —
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1.1.2 Gradual reduction from 8% to 4% in the tax rate of
SMBs in the service and construction sectors

As part of the Québec Economic Plan, the government reduced the tax rate of
SMBs from 8% to 4%, effective April 1, 2015 for SMBs in the manufacturing sector
and January 1, 2017 for SMBs in the primary sector.

In order for all Québec SMBs to benefit from a reduction in their tax rate, the
March 2018 Québec Economic Plan provides for a gradual reduction from 8%
to 4% in the tax rate of SMBs in the service and construction sectors, as of the day
following Budget Speech 2018-2019.

— The rate will be reduced by one percentage point per year to 4% as of
January 1, 2021.

This initiative will allow SMBs in the service and construction sectors to benefit
from the same tax rate as those in the primary and manufacturing sectors on their
first $500 000 of taxable income.

TABLE D.6

Change in the tax rate on income of SMBs

Before
June 2014 2018 2019 2020 2021
Primary and manufacturing sectors 8.0% 4.0% 4.0% 4.0% 4.0%
Service and construction sectors'” 8.0% 7.0% 6.0% 5.0% 4.0%

(1) Rates in effect on the day following Budget Speech 2018-2019 for 2018 and on January 1 for subsequent years.

! Tax rates on dividends will be adjusted according to the reduction in the tax rate of small
businesses to maintain integration of the personal and corporate tax systems.
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A competitive tax system for Québec SMBs

The measures reducing the Health Services Fund (HSF) contribution rate and the tax
rate for SMBs announced as part of the Québec Economic Plan will significantly ease
the tax burden on Québec SMBs.

For example, in 2022, compared with the situation before Budget 2014-2015, the tax
burden on an SMBs with a taxable income of $500 000 and a payroll of $1 million will
be reduced by:

- $34 500 (-51%) if it is in the primary or manufacturing sector;
- $30 500 (-46%) if it is in the service or construction sector.
lllustration of the impact of the measures to ease the tax burden

on SMBs in the Québec Economic Plan
(dollars, unless otherwise indicated)

As of January 1, 2022

Before Primary and Service and

Budget 2014-2015 manufacturing construction
Income tax
Taxable income™ 500 000 500 000 500 000
Tax rate 8.0% 4.0% 4.0%
Income tax payable 40 000 20 000 20 000
HSF contribution
Total company payroll 1 000 000 1 000 000 1 000 000
HSF contribution rate 2.70% 1.25% 1.65%
HSF contribution payable 27 000 12 500 16 500
TOTAL TAX BURDEN 67 000 32500 36 500
Difference — -34 500 -30 500
Difference (per cent) — -51% -46%

(1) Deductibility of the HSF contribution is not taken into account in the calculation of taxable income.
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O Reduction of $275 million per year in the tax burden on SMBs

With the tax rate being reduced by one half from 8% to 4%, the tax burden on
30 000 SMBs in the service and construction sectors will be eased. This reduction
will represent nearly $275 million per year as of 2022-2023, or nearly $1 billion over
five years.

— The reduction in the tax burden may total as much as $20 000 per SMB
annually.

TABLE D.7

Financial impact of the gradual reduction from 8% to 4% in the tax rate
of SMBs in the service and construction sectors
(millions of dollars)

2017- 2018- 2019-  2020- 2021-  2022-
2018 2019 2020 2021 2022 2023 Total

Gradual reduction from 8% to 4%
in the tax rate of SMBs in the
service and construction sectors — -74.0 -140.0 -210.1 -268.5 -274.5 -967.1
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Easing of the tax burden for manufacturing SMBs

all sectors of activity, in particular, those in the manufacturing sector.

For example, compared with the situation before Budget 2014-2015:

implemented;

is fully implemented;

tax relief measure is fully implemented.

lllustration of the impact of measures to ease the tax burden
on manufacturing SMBs in the Québec Economic Plan
(dollars, unless otherwise indicated)

Since 2014, major steps have been taken to ease the tax burden on Québec SMBs in

- the tax burden on a small bakery with taxable income of $125 000 and a payroll of
$200 000 will be reduced by $7 900 per year, once the tax relief measure is fully

- the tax burden on an SMB doing 3D printing with taxable income of $250 000 and a
payroll of $150 000 will be reduced by $12 175 per year, once the tax relief measure

- the tax burden on a furniture manufacturing business with taxable income of
$500 000 and a payroll of $1 million will be reduced by $34 500 per year, once the

Furniture
Bakery 3D printing manufacturer

2014 2022 2014 2022 2014 2022
Income tax
Taxable income!” 125 000 125 000 250000 250000 500 000 500 000
Tax rate 8.0% 4.0% 8.0% 4.0% 8.0% 4.0%
Income tax payable 10 000 5000 20 000 10 000 40 000 20 000
HSF contribution
Total company payroll 200 000 200 000 150 000 150 000 1000000 1000000
HSF contribution rate 2.70% 1.25% 2.70% 1.25% 2.70% 1.25%
HSF contribution payable 5400 2500 4050 1875 27 000 12 500
TOTAL TAX BURDEN 15 400 7 500 24 050 11 875 67 000 32 500
Difference — -7 900 —  -12175 — -34 500

(1) Deductibility of the HSF contribution is not taken into account in the calculation of taxable income.

D.16
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1.2  Stimulating the growth of Québec SMBs

The resources available to SMBs are generally more limited than those of large
businesses. This may impede investment projects that would be beneficial for their
growth, such as innovation or marketing projects aimed at external markets.

To support SMBs, the March 2018 Québec Economic Plan provides $66.2 million
between now and 2022-2023 for initiatives to stimulate their growth:

— creation of Réseau200, which will bring together entrepreneurs and their peers

from the business world;

— support for accelerators and incubators for Québec businesses;

— enhanced support for the creation of centres of excellence in the information
and communication technologies (ICT) and digital technologies sectors;

— support for SMBs in the transformation of the economy;

— support for the digital transition in the tourism industry.

TABLE D.8

Financial impact of measures to stimulate the growth of Québec SMBs

(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018" 2019 2020 2021 2022 2023 Total
Creation of Réseau200? — 2.0 2.0 2.0 2.0 2.0 -10.0
Support for accelerators
and incubators for Québec
businesses® -23.0 2.4 24 2.4 26 26 -35.4
Enhanced support for
the creation of centres
of excellence® — -0.8 -0.8 -0.8 — — 2.4
Support for SMBs in
the transformation of
the economy -3.4 — — — — — -3.4
Support for the digital
transition in the tourism
industry® -10.0 -2.0 -2.0 -1.0 — — -15.0
TOTAL -36.4 -7.2 -7.2 -6.2 -4.6 -4.6 -66.2
(1) The subsidies granted in 2017-2018 allow for the funding of new initiatives.
(2) Additional appropriations will be granted for 2018-2019 and subsequent years to fund this initiative.
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1.2.1 Creation of Réseau200

In furtherance of the recommendations of the Conseil consultatif sur 'économie et
l'innovation, formed in fall 2016, the March 2018 Québec Economic Plan provides
$10 million over the next five years for the creation of Réseau200.

Réseau200 will bring together entrepreneurs whose businesses have reached the
same stage of development. These entrepreneurs will be coached by peers from
the world of business who have been confronted by similar challenges involving
internationalization of their market.

Le Réseau200 is open to SMBs that have reached the break-even point and:
— have been operating for at least two years;
— have an annual income of more than $5 million;

— are seeking to extend the marketing of their products and services outside
Québec.

Setting up Réseau200 relies primarily on contributions from participating businesses.
The network will receive assistance, in particular, from institutional investors such as
Investissement Québec, various bodies in the business world and major Québec
businesses.

Additional appropriations will be granted to the Ministére de I'Economie, de la
Science et de I'lnnovation to support the creation and the activities of Réseau200.
For 2018-2019, the appropriations will be drawn from the Contingency Fund.

Budget 2018-2019 |
D.18 Economic Plan |



SECTION

The work of the Conseil consultatif sur I’économie et 'innovation

The Conseil consultatif sur 'économie et I'innovation, formed in fall 2016, brings together
31 socioeconomic leaders of Québec with Monique F. Leroux as chair.

The Council was mandated to make recommendations to the government for the
purpose of stimulating private investment, boosting innovation, strengthening Québec’s
competitiveness and stepping up the internationalization of Québec businesses.

The Council submitted two reports to the Québec government:

- on September 25,2017, the Council submitted a report containing 12 main
recommendations, four accelerators of success, an appeal for education and a stance
on modernization of the government. The main recommendations are organized
around four major themes: developing the talent and skills of Quebecers, stimulating
the birth and growth of businesses, banking on Québec’s strengths and building on
modern and solid foundations;

- on February 15, 2018, the Council submitted a final follow-up paper in which it
recommends more concrete projects to the government for the purpose of
implementing the main recommendations made public in September 2017.

Actions taken as part of the March 2018 Québec Economic Plan

The March 2018 Québec Economic Plan provides new investments that back up
the Council’'s recommendations. These new investments are aimed at supporting, in
particular:

- the education sector to promote educational success;

- implementation of the 2018-2023 national workforce strategy to be presented in the
coming weeks;

- continuation of deployment of the Québec Digital Strategy;

- development of Québec’s natural resources, particularly in the forestry and mining
sectors;

— appropriation and marketing of innovations by businesses;
- growth of SMBs;
- strengthening Québec’s leadership in promising fields such as artificial intelligence;

- the energy transition, in particular, to promote the acquisition of electric vehicles.

Appendix 2 provides more details on the actions announced in connection with the
Council’'s recommendations.
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1.2.2 Support for accelerators and incubators for
Québec businesses

Accelerators and incubators play a major role in the development of numerous
projects by entrepreneurs. By providing start-up businesses with various
acceleration, development and financing services, accelerators and incubators
enable entrepreneurs to launch their business project in best possible conditions.

Thus, the March 2018 Québec Economic Plan provides $35.4 million for initiatives
to support accelerators and incubators for Québec businesses:

— $2.4 million for digital start-up exchanges between Québec and France;
— $15 million for Inno-centre, an accelerator for innovative businesses;

— $8 million for the Mouvement des accélérateurs d’innovation du Québec;
— $10 million for business support programs at HEC Montréal.

TABLE D.9

Financial impact of measures to support accelerators and
incubators for Québec businesses
(millions of dollars)

2017- 2018-  2019-  2020- 2021-  2022-
2018" 2019 2020 2021 2022 2023 Total

Québec-France digital
start-up exchanges® — -0.4 -0.4 -0.4 -0.6 -0.6 24

Inno-centre -15.0 — — — — — -15.0

Mouvement des
accélérateurs d’innovation

du Québec -8.0 — — — — — -8.0
Business support Programs

at HEC Montréal® — -2.0 -2.0 -2.0 2.0 -20 =100
TOTAL -23.0 -2.4 -2.4 -2.4 -2.6 -2.6 -35.4

(1) The subsidies granted in 2017-2018 allow for the funding of new initiatives.
(2) Additional appropriations will be granted for 2018-2019 and subsequent years to fund this initiative.
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U Québec-France digital start-up exchanges

To stimulate business relationships between France and Québec in digital
technologies, the March 2018 Québec Economic Plan provides $2.4 million to set
up a program to promote exchanges between France and Québec in start-ups
specialized in this field.

Start-up exchanges enable young entrepreneurs, in particular, to meet the
challenges associated with accessing financing and marketing their products and
services abroad.

This program will support the hosting of start-ups both in Québec and in France so
that they can receive the following services and advantages:

— personalized coaching, training and mentoring;
— easier access to financing;

— discovery of new markets and identification of potential partners.

To fund this measure, additional appropriations will be granted to the Ministere de
I'Economie, de la Science et de I'lnnovation. For 2018-2019, the appropriations will
be drawn from the Contingency Fund.

O Inno-centre

Inno-centre is an accelerator that has been supporting development and growth of
innovative businesses for nearly 30 years. More specifically, Inno-centre supports
businesses seeking to finance their growth by means of investment capital.

To support it in its mission, a $4-million contribution to Inno-Centre was announced
as part of the March 2017 Québec Economic Plan. This sum was used to:

— launch a new accelerator initiative for growing innovative SMBs;

— confirm the needs of innovative SMBs for specialized consulting services and
their interest in financing by means of investment capital.

To enable Inno-centre to enhance its offering of services, in particular, by
increasing the supply of consulting services and deploying new start-up business
cohorts, the March 2018 Québec Economic Plan provides it with an additional
$15 million in support.

| The Québec Economic Plan:
| Economic Development Measures D.21

SECTION



O Mouvement des accélérateurs d’innovation du Québec

The Mouvement des accélérateurs d’innovation du Québec is the first pan-Québec
alliance of accelerators and incubators for technological and innovative businesses.

Among its members are District 3 of Concordia University, Centech affiliated with the
Ecole de technologie supérieure, Innocité associated with the Capital Intelligent
investment fund, FounderFuel associated with the Real Ventures team, Espace inc.
based in Sherbooke, Le Camp located in Québec, and La Piscine focusing on
cultural and creative industries.

The March 2018 Québec Economic Plan provides $8 million for the Mouvement
des accélérateurs d’innovation du Québec to enhance the services offered by its
members to businesses in the start-up phase.

This support is aimed at ensuring that more consulting interventions are offered by
Québec accelerators and incubators to technological businesses, particularly those
located in the regions. With this support, businesses will be better prepared to
attract investments to finance their growth.

This support will also be used to step up technical and financial cooperation among
incubators, accelerators, investment funds and research and innovation consortiums
active in Québec.

The Campus des technologies de la santé

Financing medical technologies is one of the priorities of the Québec Life Sciences
Strategy. The Campus des technologies de la santé (CTS Santé), an accelerator in the
medical technologies sector, plays an important role in bringing together investors
interested in supporting this sector of activity.

The mission of CTS Santé is to offer promising start-up businesses a structured
framework that enables them to focus on developing their technology, achieve market
dynamics and generate the international Vvisibility they need for start-up and
development.

In addition to support services, CTS Santé, in collaboration with partners, offers financial
support in the form of a convertible loan. Over the next three years, Capital régional et
coopératif Desjardins (CRCD) will set aside a $2-million envelope to finance, on certain
conditions, CTS Santé businesses selected on certain conditions. In particular, these
businesses will be required to have received backing from other financial partners at least
equivalent to the amount of the loan granted by CRCD.

Through the Mouvement des accélérateurs en innovation du Québec, $400 000 will be
made available to sustain CTS Santé’s business support activities.
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U Business support programs at HEC Montréal

HEC Montréal is one of the founding partners in the Institute for Data
Valorisation (IVADO), which brings together industry professionals and university
researchers to develop cutting-edge expertise, particularly in data science and
artificial intelligence.

HEC Montréal is also one of the university partners of the SCALE.AI supercluster
regarding supply chains propelled by artificial intelligence. HEC Montréal will
collaborate with the supercluster by offering its expertise in training, marketing and
business development.

To enhance its offering in this field, HEC Montréal participates in two initiatives: the
Montréal Creative Destruction Lab (CDL) and the NextAl accelerator.

As part of the March 2018 Québec Economic Plan, the government provides
$10 million in assistance over five years to support these initiatives.

For this purpose, additional appropriations will be granted to the Ministere de
'Economie, de la Science et de I'lnnovation. For 2018-2019, the appropriations will
be drawn from the Contingency Fund.

B Montréal Creative Destruction Lab

The CDL is a coaching program targeted at science-based businesses with high
growth potential. The program relies on a mentoring process in order to maximize
net value creation by participating businesses. The CDL is particularly well adapted
for start-ups associated with university laboratories.

The Montréal CDL’s mission is to help technological start-ups specialized in
artificial intelligence. Thanks to this program, lasting nine months, a total of nine
cohorts of 25 start-ups will receive coaching over the next three years.

B Launching of NextAl at HEC Montréal

NEXT Canada is a national non-profit organization devoted to developing and
promoting entrepreneurship in Canada. NEXT Canada will launch the NextAl
program at HEC Montréal, which will contribute to creating a world-class artificial
intelligence ecosystem by offering entrepreneurs financing, support and mentoring.

NextAl is a program offering 225 hours of training over eight months. It is open to
both Canadian and international students, professionals and entrepreneurs seeking
to develop and bring to fruition ideas based on artificial intelligence.

Training will comprise workshops for industrial testing and workshops in indispensable
business skills. Over the next three years, six cohorts of 50 businesses will participate
in the program.
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1.2.3 Enhanced support for creation of centres of excellence

As part of the Digital Economy Action Plan launched in 2016, the government
commits, in particular, to supporting the creation of centres of excellence in
promising fields, such as financial technologies, artificial intelligence, intelligent
transportation and consumer trade and services.

A call for projects was launched in summer 2017 and a large number of quality
projects have been proposed.

In view of the success of the call for projects, the March 2018 Québec Economic
Plan provides an additional $2.4 million over three years to support the creation of
centres of excellence in Québec.

This measure will encourage development in promising fields associated with the
information and communication technologies sector so as to facilitate the creation
and marketing of digital business solutions and accelerate the development of
SMBs in these fields.

For this purpose, additional appropriations will be granted to the Ministéere de
'Economie, de la Science et de I'lnnovation. For 2018-2019, the appropriations will
be drawn from the Contingency Fund.
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1.2.4 Support for SMBs in the transformation of the economy

Entrepreneurial support improves the chances of success for entrepreneurs
at all stages of their growth projects. To contribute to the business success of
SMBs, support may take various forms, such as information exchange, consulting
services, mentoring and training.

The March 2018 Québec Economic Plan provides $3.4 million for measures to
support SMBs in their growth projects:

— $2 million for the Mouvement québécois de la qualité for organizing best
business practices networks;

— $0.7 million for Manufacturiers et Exportateurs du Québec for support to
manufacturing businesses in all regions of Québec in their growth projects;

— $0.7 million for the Chambre de commerce et d'industrie de Québec for its
specialized support programs intended for entrepreneurs.

TABLE D.10

Financial impact of support measures for SMBs in the transformation
of the economy
(millions of dollars)

SECTION

2017-  2018-  2019-  2020- 2021-  2022-
2018" 2019 2020 2021 2022 2023  Total

Mouvement québécois de

la qualité -2.0 — — — — — -2.0
Manufacturiers et Exportateurs

du Québec -0.7 — — — — — -0.7
Chambre de commerce et

d’industrie de Québec -0.7 — — — — — -0.7
TOTAL -3.4 — — — — — -3.4

(1) The subsidies granted in 2017-2018 allow for the funding of new initiatives.
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U Mouvement québécois de la qualité

The Mouvement québécois de la qualité is a non-profit organization whose mission
is to help businesses explore, share and implement best business practices
in order to boost their performance internationally in their respective sectors of
activity.

The March 2018 Québec Economic Plan provides $2 million to support the
Mouvement québécois de la qualité so that it can organize best business practices
networks in all regions of Québec.

This sum will be used to support networks comprising eight to ten businesses
as they are guided in implementing best business practices. Approximately
200 businesses are expected to participate in these networks in order to boost their
performance and adopt innovative management practices.

O Manufacturiers et Exportateurs du Québec

In many cases, manufacturing SMBs do not have the necessary resources to
properly evaluate the possibilities offered by services and assistance available
through government programs.

To better support them in their efforts, the March 2018 Québec Economic Plan
provides $0.7 million to help Manufacturiers et Exportateurs du Québec set up an
offering of support for manufacturing businesses in all regions of Québec to ensure
they have better access to various government assistance programs aimed at
fostering their growth.

The offering of support will target businesses undertaking projects with the
potential to boost their productivity and competitiveness and accelerate their digital
transformation. Following a needs analysis, the team in place will be able to quickly
provide information about the government assistance programs best adapted to
each business.

To ensure that businesses are well informed about its services and to benefit from
the expertise of each of its partners, Manufacturiers et Exportateurs du Québec will
work in collaboration with Entreprises Québec, local and regional stakeholders, and
economic development departments and organizations in all regions of Québec.

0 Chambre de commerce et d’industrie de Québec

The Chambre de commerce et dindustrie de Québec is an alliance of
businesspeople in the greater Québec region from all sectors of the economy.
It offers its members, in particular, skills development, business development,
entrepreneural recognition and networking services.

The March 2018 Québec Economic Plan provides $0.7 million to support various
initiatives of the Chambre de commerce et d’industrie de Québec.
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This sum will be used to fund the following support programs:

— the Institut du mentorat entrepreneurial (IME Québec), which is intended for
entrepreneurs operating SMBs with high growth potential and supports them in
their innovation and internationalization processes;

— TRIADE, which helps businesses achieve their financing objectives for their
expansion projects, in Québec and abroad;

— Ecosystéme RH, which supports businesses seeking to improve their human
resources management.

This contribution will also be used to support the Chambre de commerce et d’'industrie
de Québec so that it can set up two new SMB support programs:

— the Conseil consultatif, which will enable growing SMBs to participate in an
informal entity composed of independent experts;

— Connexion numeérique, which is aimed at accelerating digital transformation of
SMBs.
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1.2.5 Support for the digital transition in the tourism industry

In recent years, digital technologies have revolutionized the process of preparing for
personal or business travel. Obtaining information, making comparisons and booking
reservations have been made far easier, thereby increasing competition. Also, digital
technology can be used to share one’s own experiences and compare notes with other
tourists.

In this context, the March 2018 Québec Economic Plan provides $15 million to
encourage the adoption and integration of digital technologies by Québec tourism
businesses, particularly SMBs. More specifically, these sums will be used to:

— implement a communication strategy, working together with the Alliance de
l'industrie touristique du Québec,” to disseminate information and raise
awareness among entrepreneurs concerning the potential gains associated
with digital technologies;

— offer specialized support to these businesses so that they can make a
successful digital transition, in particular, by assessing the business’s digital
capacity and formulating a strategic digital technology plan in alignment with its
business strategy;

— financially supporting businesses that choose to pursue investment projects
stemming from such an assessment and business plan;

— adjusting the destination’s digital ecosystem, in particular, by updating the
Québec government’s official tourism website: QuebecOriginal.com.

The sums granted will be used to encourage digital transformation and revision of
the business model for nearly 300 SMBs over the next four years.

— Québec businesses will be able to better respond to consumer demands and
expectations, while also ensuring their competitiveness and profitability in the
highly competitive environment in which they operate.

Likewise, the proposed initiatives will help in achieving the targets set by the Québec
Digital Strategy, primarily the target of ensuring that all Québec businesses boost
their digital intensity by 50% over the next five years.

For this purpose, additional appropriations will be granted to the Ministére du
Tourisme.

Created in December 2015, the Alliance de l'industrie touristique du Québec has the mission, in
particular, of supporting the development and marketing of Québec tourism and participating in
that effort by encouraging the sharing of expertise and the emergence of innovative ideas.
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1.3 Increasing available financing for SMBs

Access to financing is essential for the start-up and growth of Québec SMBs. It is a
decisive factor in promoting job creation, regional economic development and
innovation.

In addition to financing, technological businesses often profit from support provided
by technical and financial experts to improve their growth prospects. In this context,
the government is announcing additional sums earmarked for specialized
investment funds that will be funded in collaboration with other investors.

Also, the government is continuing its support for tax-advantaged funds and the
Chantier de I'économie sociale Trust so that they can continue apply their
investment strategy in all regions of Québec.

Thus, the March 2018 Québec Economic Plan provides:
— $61.5 million for Teralys Capital;
— $2 million to capitalize the ACET Capital Il fund;

— support for development of social economy enterprises, particularly by
continuing its support for the Chantier de I'’économie sociale Trust;

— support for activities of tax-advantaged funds.

TABLE D.11

Financial impact of measures to increase available financing for SMBs
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

$61.5 million for Teralys
Capital®™ — — — — — — —

$2 million to capitalize the
ACET Capital Il fund™ — — — — _ — —

Support for development of

social economy enterprises? — -2.5 -0.3 — — — -2.8
Support for activities of

tax-advantaged funds — -20.6 -26.1 -27.2 -5.8 — -79.7
TOTAL — -23.1 -26.4 -27.2 -5.8 — -82.5

(1) This measure has no financial impact since it is an investment with expected return.
(2) Additional appropriations will be granted for 2018-2019 and subsequent years to fund this initiative.
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Investment capital in Québec —
Recent trends and new challenges

Since the report of the task force on the role of the Québec government in venture
capital (the Brunet report) in 2003, the government has made a major shift toward
developing a high-performance private investment capital industry.

To take stock of Québec’s situation with respect to investment capital, the government
mandated KPMG to conduct a study covering 2004-2017 intended to produce a portrait
of the investment capital financing chain in Québec, present the main findings in this
regard and formulate recommendations.

A study that confirms improvement in the industry since 2004

To summarize, the authors of the study note that the industry has improved on several
levels since 2004, in particular thanks to:

- the growth in the size of the funds;
— specialization by managers;
— better returns;

- the greater presence of private and foreign investors in Québec.

However, even though the financing chain has matured, certain stages of business
development and certain sectors of activity are not adequately covered by private funds.

The actions of the March 2018 Québec Economic Plan

The March 2018 Québec Economic Plan provides for several initiatives that serve to
implement the study’s recommendations, in particular:

- maximizing Québec’s share in the federal government's Venture Capital Catalyst
Initiative, by supporting Teralys Capital’s candidacy for this competition;

- paying close attention to sectors that have special and very high capital
requirements, by announcing the government’s intention to support venture capital
funds in the life sciences and clean technologies sectors;

— stepping up support for the upstream entrepreneurial ecosystem, by providing
government support to several incubators and accelerators, including ACET Capital Il,
the Mouvement des accélérateurs dinnovation du Québec, Inno-Centre, support
programs for HEC Montréal and the Université de Sherbrooke’s project of an integrated
innovation chain for digital prosperity.
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1.3.1 $61.5 million for Teralys Capital

To maintain a position as a leader in venture capital investment in Canada, Québec
must continue supporting large-scale initiatives that provide a solid footing for the
financing of technological businesses.

For this purpose, the March 2018 Québec Economic Plan provides up to
$61.5 million to support Teralys Capital’s candidacy for the federal government'’s
Venture Capital Catalyst Initiative.

The Venture Capital Catalyst Initiative is aimed at distributing $400 million into the
Canadian technological business financing ecosystem by funding, among other
things, large-scale private-sector-led funds of funds. The initiatives selected will
be funded in partnership with strategic and institutional investors, and with the
provinces concerned.

The Québec government’s contribution is based on the matching funds method
proposed by the federal government under which public sector contributions
amount to no more than 30.7% of total capitalization and, where a provincial
government is participating, the public sector contribution is split equally between
governments.

Teralys Capital proposes to create a fund of funds with a target size of $400 million
to fund specialized venture capital funds, particularly in the information and
communication technologies, life sciences and clean technologies sectors.

TABLE D.12

Targeted capitalization for the new fund of funds managed by Teralys Capital
(millions of dollars)

Investment
Provincial government 61.5
Federal government 61.5
Private partners 277.0
TOTAL 400.0
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Funding Teralys Capital under the Venture Capital Catalyst Initiative would enable
Québec to:

— benefit from a leverage of approximately $5.50 from other investors for each
dollar from the Québec government;

— ensure that the best performing Québec venture capital funds are quickly
recapitalized so that there is no shortage of liquidity in the financing chain in
Québec;

— inject additional capital into the Québec economy to finance the start-up and
growth of businesses with high growth potential.

The federal government should announce the funds selected for the Venture
Capital Catalyst Initiative in the course of 2018.

Details of Québec’s participation in the new fund of funds managed by Teralys
Capital will be made public by the Minister of the Economy, Science and Innovation
and the Minister of Finance when the results of the Venture Capital Catalyst
Initiative competition will be announced.
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Teralys Capital

Teralys Capital is a manager that funds private venture capital funds specialized
in investing in technological businesses in the life sciences, information and
communication technologies (ICTs), and clean and industrial technologies sectors.

The funds backed by Teralys Capital support technological businesses at various
phases in their development, from start-up to expansion, including growth and
purchasing of technological undertakings.

Two funds of funds managed by Teralys Capital

Teralys Capital Fund of Funds was created in 2009 jointly by the Caisse de dépbt et
placement du Québec, the Fonds de solidarité FTQ and the Québec government. The
Québec government invested $200 million in the Fund out of a total of $600 million. As
of September 30, 2017, Teralys Capital Fund of Funds has entirely allocated its capital
to 17 venture capital and private investment funds, including:

- $312.5 million in ICTs;
- $212.3 million in the life sciences sector;

- $55.7 million in the clean and industrial technologies sector.

Teralys Capital Innovation Fund was created in 2014 as part of the federal government’s
Venture Capital Action Plan. The Québec government invested in it $62.5 million out of
a total of $375 million. As of September 30, 2017, Teralys Capital Innovation Fund has
allocated 90% of its capital to 15 venture capital and private investment funds, including:

- $161.6 million in ICTs;
— $92.7 million in the life sciences sector;

- $10 million in the clean and industrial technologies sector.

As of September 30,2017, the funds backed by Teralys Capital have funded
101 Québec businesses for total investments of $633.3 million.

Source: Teralys Capital.
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1.3.2 $2 million to capitalize the ACET Capital Il fund

The Accélérateur de création d’entreprises technologiques (ACET) is a non-profit
organization created in 2011 with the mission of generating, facilitating and
accelerating the creation of innovative businesses. Through its activities, ACET
is aimed at transforming university projects into businesses and helping the initiator
of a university project to become an entrepreneur.

In 2013, ACET created the ACET Capital | fund to help technological entrepreneurs
find adequate financing for starting their business. Since the fund has reached the
end of its investment period, its financial partners have manifested their interest in
funding the new ACET Capital Il fund.

To ensure that ACET’s emerging entrepreneurs continue to have access to
financing and support services, the March 2018 Québec Economic Plan provides a
$2-million equity participation to support the ACET Capital Il fund, in collaboration
with other investors.

The ACET Capital Il fund plans to invest in 20 businesses over the next four years.
The targeted capitalization is $7 million and will include equity participations of
$1.4 million by the National Bank of Canada and $3.6 million by other private
investors from the Québec business community.

TABLE D.13

Targeted capitalization for the ACET Capital Il fund
(millions of dollars)

Amount allocated

Québec government 2.0
National Bank of Canada 1.4
Other private investors 3.6
TOTAL 7.0

As the Québec government’s agent, Investissement Québec will be in charge of
setting up this new fund. The government’s participation will take the form of an
investment with expected return. For this purpose, the amounts necessary for the
Québec government’s participation will be made available through an advance to
the Economic Development Fund.

The details regarding the creation of this new fund will be made public in the near
future by the Minister of the Economy, Science and Innovation and the other
sponsors of the fund.
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1.3.3 Support for development of social economy enterprises

The social economy, also referred to as collective entrepreneurship, is assuming
an ever greater place in Québec. Moreover, Québec is internationally recognized in
this field.

The social economy plays a strategic role in developing the territory and improving
the quality of life throughout Québec.

Since it was launched in 2015, the Government Social Economy Action Plan has
provided social economy enterprises with tools adapted to their needs so that they
can develop and contribute to Québec’s economic growth.

To further support the development of this sector in Québec, the March 2018
Québec Economic Plan provides for initiatives totalling $2.8 million for:

— recapitalization of the Chantier de I'’économie sociale Trust;

— increased funding for the Chantier de I'’économie sociale.

TABLE D.14

Financial impact of measures to support development
of social economy enterprises
(millions of dollars)

2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

$10 million for recapitalization
of the Chantier de I'économie

sociale Trust™" — 22 — — — — 22
Funding for the Chantier

de 'économie sociale™ — -0.3 -0.3 — — — -0.6
TOTAL — 25 -03 — — — 28

(1) Additional appropriations will be granted for 2018-2019 and subsequent years to fund this initiative.
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O $10 million for recapitalization of the Chantier de I’économie
sociale Trust

Since 2006, the Chantier de I'économie sociale Trust has offered patient capital to
collective enterprises, without requiring repayment before 15 years. This type of
financial assistance is well adapted to collective enterprises and can be used for
start-up, development and expansion projects.

In 2018, all of the amount allocated will be committed and the Trust will have no
more patient capital to invest in enterprises.

To insure recapitalization of the Trust, the March 2018 Québec Economic Plan
provides for a repayable financial contribution of $10 milion to be granted on
confirmation of participation by other financial partners.

The Québec government will work with the Trust’s current financial partners, the
Fonds de solidarité FTQ, Fondaction and the federal government to analyze
various proposals aimed to recapitalizing the Trust to ensure it can continue its
investment activities beyond 2018.

As the Québec government’s agent, Investissement Québec will be in charge of
recapitalizing the Trust.

For this purpose, additional appropriations will be granted to the Ministére de
'Economie, de la Science et de I'lnnovation. For 2018-2019, the appropriations will
be drawn from the Contingency Fund.

The Chantier de I’économie sociale Trust

Created in 2006 on the initiative of the Chantier de 'Economie sociale, the Chantier de
'économie sociale Trust has as its chief mission the goal of fostering the expansion and
development of collective enterprises by improving access to financing and providing better
capitalization for social economy businesses.

The Trust was initially capitalized at $52.8 million, broken down as follows:
- $22.8 million from the federal government;

- $20 million from tax-advantaged funds, including $12 million from the Fonds de
solidarité FTQ and $8 million from Fondaction;

- $10 million from the Québec government.

Between 2006 and 2017, the Trust supported 239 enterprises with total investments
of $374 million.

Source: The Chantier de I'’économie sociale Trust.
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U Increased funding for the Chantier de ’économie sociale

The mission of the Chantier de I'économie sociale is to foster the social economy
and support coordination among the stakeholder and partners in various sectors
of activity. It creates conditions and tools conducive to the consolidation,
experimentation and development of new niches and business projects.

— As the government’s main partner in the social economy field, the Chantier de
'économie sociale pursues initiatives that are essential for the development
and growth of the collective business model in Québec.

Thus, the March 2018 Québec Economic Plan provides a $0.6-million increase
over two years in the funding granted to the Chantier so that it can completely fulfill
its missions, particularly during the implementation of the Government Social
Economy Action Plan up through 2020.

To implement this measure, additional appropriations will be granted to the Ministere
de 'Economie, de la Science et de I'Innovation. For 2018-2019, the appropriations
will be drawn from the Contingency Fund.
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1.3.4 Support for activities of tax-advantaged funds

Tax-advantaged funds play a major role in Québec’s economic development. They
invest in all sectors of activity and at all development stages of Québec businesses,
mainly in SMBs.

Fondaction manages net assets of more than $1.8 billion and more than
138 000 shareholders contribute to this fund for their retirement savings. Its
investments, directly or through its partners, have helped to create and maintain
many jobs in Québec and support the development of more than 1 200 SMBs that
make a unique contribution to the Québec’s social, economic and environmental
development.

The Capital régional et coopératif Desjardins (CRCD) fund has as its specific
mission the development of the resource regions and the cooperative movement. It
has net assets of more than $1.9 billion and more than 105 000 shareholders.
CRCD, with its partner funds, supports the growth of more than 450 businesses,
cooperatives and funds, thereby contributing to creating and maintaining thousands
of jobs.

Considering the major contribution they make to financing Québec businesses,
additional support will be granted to Fondaction and CRCD to enable them to
pursue their investment objectives. Thus, the March 2018 Québec Economic Plan
provides for:

— maintaining the 20% tax credit rate for purchasing Fondaction shares for a
period of three years;

— changes to the parameters of CRCD concerning its share issues and the tax
credit granted.
TABLE D.15

Financial impact of actions to support activities of tax-advantaged funds
(millions of dollars)

2017-  2018-  2019-  2020- 2021- 2022-
2018 2019 2020 2021 2022 2023 Total

Maintaining the 20% tax credit

rate for Fondaction — -6.8 -123 -134 -5.8 — -38.3
Changes to CRCD parameters — -138 -13.8 -13.8 — — -41.4
TOTAL — =206 -26.1 -27.2 -5.8 — -79.7
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U Maintaining the 20% tax credit rate for Fondaction

Since it was created, Fondaction has stood out for its investments aimed at
supporting, fostering and encouraging sustainable development in Québec SMBs.
Over the years, it has developed considerable expertise in carrying out investments
that generate a positive impact for society by reconciling social, territorial,
environmental and economic concerns in its actions.

To provide Fondaction with the means to pursue this special mission, while
facilitating its growth to an optimal size, the March 2018 Québec Economic Plan
provides for changes in the parameters of the fund that will represent a cost of
$38 million for the government between now and 2021-2022.

Moreover, Fondaction has committed to investing a minimum of $100 million over
three years in businesses, funds or projects targeting the social economy, the fight
against climate change and regional niches and centres of excellence.

B A higher rate of 20% for three additional years

To enable Fondaction to grow to an optimal size as quickly as possible, the tax
credit rate applicable to the purchase of Fondaction shares will remain at the higher
20% rate for the fund’s fiscal year 2018-2019 beginning June 1, 2018 and its next
two fiscal years.

Also, the cap on its annual share issues will be raised during this period. The cap
will be:

— $250 million for its fiscal year 2018-2019;

— $275 million for its fiscal years 2019-2020 and 2020-2021.
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B Enhancing and consoliding Fondaction’s distinction

Fondaction invests in Québec SMBs in all sectors of activity and prioritizes
investments that have significant social spinoffs.

Thus, over the next three years, Fondaction commits to investing $100 million in
businesses, funds or projects that contribute to:

— making development fairer and more inclusive, particularly in the social economy;
— the fight against climate change, including the preservation of natural resources;

— success in strategies for developing niches and centres of excellence in the
various regions of Québec.

Fondaction will submit an annual accountability report to the government regarding
its investment plan.

Fulfillment of Fondaction’s commitment to invest
$50 million over two years in green technologies

As part of the March 2016 Québec Economic Plan, Fondaction had committed to
developing its expertise in financing projects or businesses that contribute positively to
reducing the impact of climate change by investing a minimum of $50 million in the
green technologies sector over two years.

- This objective has been achieved. Nearly $60 million has been invested in this
sector.

In making this commitment, Fondaction has distinguished itself both in Québec and
abroad for its pivotal role in developing a greener economy. Fondaction’s work helped
highlight Québec’s role as a leader in the fight against climate change at:

- conferences of the parties to the United Nations framework conventions on climate
change (COP22 and COP23) and desertification (COP13);

- the One Planet Summit organized in France in December 2017 to mobilize the
international community to achieve the objectives of the Paris climate agreement.
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U Changes to Capital régional et coopératif Desjardins
parameters

CRCD’s mission is to invest in Québec SMBs, mainly those located in the resource
regions, as well as in cooperatives. Since it was created in 2001, the government has
supported its mission by allowing individuals who acquire CRCD shares to claim a
tax benefit. The minimum length of time shares must be held by a shareholder is
seven years.

— The objective is to encourage individuals to participate in Québec’s economic
development, while ensuring that CRCD has a reasonable period of time during
which it can use the sums collected.

In exchange for this government assistance, an investment requirement was drawn
up to ensure, in particular, that the sums collected are used to develop Québec
entities. Thus, CRCD must invest a minimum of 63% of its portfolio in Québec
businesses.® It must also invest at least 35% of this sum in the resource regions
and in cooperatives by virtue of its special mission.

To enable CRCD to continue its financial interventions while increasing, in
particular, its contribution in the regions, the March 2018 Québec Economic Plan
provides for:

— creation of a new class of shares designed to defer share redemption rights by
seven years so as to ensure capital availability over a longer period;

— annual issues of this new class of shares, which will consist in a conversion
of shares from the current category, will be limited $100 million over the
next three years;

— a new non-refundable tax credit of 10% will be granted on the value of this
share conversion;

— making new capital available for businesses;

— annual share issues in current class of shares will be authorized for up to
$140 million over the next three years;

— the tax cred