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We often talk to our clients
about the top marginal tax
rate. But have you taken a
recent look at where the top

income bracket actually starts? For example,
just 15 years ago, the top federal tax bracket
of 29 per cent started when your annual
income was $60,000 or more. Today, while
the top federal rate has remained the same,
the annual income level at which you start
paying 29 per cent federal tax is $138,586. 

The provinces (and territories), of
course, all have their own tax brackets and
the level at which the top combined federal/
provincial marginal tax rate kicks in can vary
substantially from province to the next. Even
Alberta, which since 2001 has enjoyed a flat
10 per cent tax rate, has introduced a new,
progressive personal tax regime for high-
income earners, which means that Alberta
will no longer have the lowest top marginal
tax rate in Canada.

Higher-income Canadians living outside
of Alberta have always envied that province’s
10 per cent flat tax rate, which, when com-
bined with the top federal tax rate of 29
per cent, produced a combined maximum
personal tax rate of 39 per cent, which was,
by far, the lowest in Canada. In fact, this rate
was a full 11 per cent below the top marginal
rate of 50 per cent currently in place in
Ontario, Quebec and Nova Scotia and 16
per cent below New Brunswick’s eye-pop-
ping new rate of 55 per cent for its highest
income earners.
In June, Alberta’s new NDP government

passed Bill 2, An Act to Restore Fairness to
Public Revenue, which received Royal Assent
on June 29, 2015, merely 11 days after it was
first introduced. As promised in its throne
speech, the government has introduced pro-
gressive, graduated tax rates for Albertans
whose taxable income exceeds $125,000.
Specifically, those with income over

$125,000 but under $150,000 will pay 12
per cent provincial tax, those making more
than $150,000 but less than $200,000 will
pay 13 per cent, those making over $200,000
but less than $300,000 will pay 14 per cent
and those earning more than $300,000 will
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pay 15 per cent, resulting in a new, top com-
bined federal Alberta marginal rate of 44
per cent. These brackets will be indexed
starting 2017.
Alberta’s increases apply as of Oct. 1,

2015, which effectively means that for 2015,
the rates above are prorated by 25 per cent
(representing three months), resulting in
2015 effective rates of 10.5 per cent, 10.75
per cent, 11 per cent, and 11.25 per cent.
Starting  in 2016, the full new rates will apply.
That means that Alberta’s top marginal rate
for 2016 on ordinary income of 44 per cent
will be the same as in Saskatchewan and
the Yukon, higher than in British Columbia,
the Northwest Territories and Nunavut but
still lower than in the other provinces.
What’s most interesting is at what

income levels the top rate actually applies.
In other words, whether your client is a
“high-income earner” and subject to top
marginal rate taxation, now depends, more
than ever, on the province they live in.
As the previous page’s chart shows, fed-

erally, the top rate of 29 per cent rate kicks
in once taxable income is above $138,586
(for 2015), but provincially, the top rate
income threshold is all over the map. When

it comes to earning investment income for
high-income earners, capital gains, which
are taxed at 50 per cent of the rate applicable
to ordinary income, will now be preferred
over Canadian eligible dividends, which typ-
ically come from shares of Canadian pub-
licly traded companies or Canadian divi-
dend funds. This is true for top income
earners in all provinces and territories, other
than the highest bracket earners in the
Yukon.

The rates left will also be effective for 2016,
subject to indexation, and the following
footnotes:

1. In British Columbia in 2016, the top 
marginal tax rates will be 43.7 per cent for
interest, 21.85 per cent for capital gains,
25.78 per cent for eligible dividends and
35.93 per cent for non-eligible dividends.

2. In Newfoundland and Labrador in 
2016, the top marginal tax rates will be
44.3 per cent for interest, 22.15 per cent
for capital gains, 32.95 per cent for eligible
dividends and 34.72 per cent for non-
eligible dividends.

3. In Alberta in 2016, the top marginal 
tax rates will be 44 per cent for interest, 
22 per cent for capital gains, 26.19 per cent
for eligible dividends and 35.72 per cent
for non-eligible dividends.

4.Due to changes announced in the 2015
federal budget, the tax rate on non-eligible
dividends will increase in 2016 federally
and in all provinces. �

JAMIE GOLOMBEK, CPA, CA, CFP, CLU, TEP, is
the Managing Director, Tax & Estate Planning with
CIBC Wealth Advisory Services in Toronto. He can
be reached at Jamie.Golombek@cibc.com.

Whether your client 
is a “high-income 
earner” and subject 
to top marginal rate 
taxation, now
depends, more than
ever, on the province
they live in.


