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BUDGET SPEECH

‘DELIVERED ‘BY

' Rt. HON. J. L. ILSLEY
' MINISTER OF, FINANCE

INTHE (*" - 00 0 0 o

HOUSE OF COMMONS, THURSDAY, JUNE 27, 1946

_ . THE BUDGET =
" L ANNUAL FINANCIAL STATEMENT OF' THE
R MINISTER OF: FINANCE

R)ght Hon." J. L ILSLEY (Mlnlster of
I‘1nance) moved

. That Mr, Speaker do now leave the chaijr for
the house to go 1nto commlttee of ways: and
means.’

" FINANCIAL REVIEW. _
He said: Mr Speaker, in presenmng ‘the’ last
. budget to this house on October 12, I empha-

sized that although hostlhtles Were over, ‘it

‘ must. still be regarded as a war budget,” pro-
’v1d1ng as it d1d malnly for war expend1tu1es

. during the ﬁscal year 1945 46. The budget '
" - which I now have the honour ‘and’ duty to’

place ‘before the house is essentla]ly a peace-

time budget, prov1d1ng for the financial needs -

- of the ﬁrst post-war year which is Wholly a year

of peace, although these needs include also

: certam remaining costs of demobilization and
heavy: costs for glatultles and other benefits
to our veterans, costs that Wlll not recur on 2a
‘similar scale in subsequent years.

In reviewing the rbackglound against which

_.this budget is. projected, I do not propose. to

look further back than thé perlod of demoblh-‘-

zation and reconversion. A review of our war,
finance and of our other economic polieies and
activities' during the war would remind us. of
many  achievements in which Canadians  may
justly take pride. I referred. to some of them
briefly in the budget of last October. We plan
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to plov1de the 1mportant ﬁgures of our war

finances, in’ conyenient;, form for reference in
the next issue of the pubhc accounts. The
data regarding .government financial opera-
tions !during the last fiscal year, that is.to
say, the year ending March 31, 1946, I have
set forth in a white paper which I shall table

‘;‘at the conclusmn ‘of my remarks ‘and, which’
will ‘be p11nted as an appendix to ‘the budget
for the convenlence of the house and the .

public.

. GOVDRNMDNT ACCOUNTS AND

“'As th1s ‘white paper glves volumlnous detall )
‘1n 1egard to the revenues expendltures and
the . other tlansactlons dnd adeounts, it will -

be. necessary for me to refer only to some of
the highlights in the record for the past fiscal

year. The figures quoted, by the way, will not-

be' the final figures; they are' close -estimates
subject still to-certain minor adjustments and
to one major alteration in connection with the
United Kingdom "financial agreement, which
I shall explainin a moment. In this connec-
tion, I should: perhaps mention that the

“accounting - adjustments and -offsetting trans-

‘actions required to complete -the settlement

.of . various war’ accounts have been particu-

larly numerous this year, including for instance
many. transfers of payments originally made
as- advances ‘on account.or out of working
capital funds to the-final account to which they
should be chalged in our books. |

’i';



Total revenues, including refundable taxes,

" amounted to $3,028 million, a slight increase .

from the revenues of the previous year.
Accounting in part for this high total is the
sum of $593 million under the heading, “Special
receipts and other credits”. While this includes
some such readily understandable items as the
net income of the Canadian National Rail-
ways, the earnings of Park Steamships Limited,
the proceeds of sales of surplus crown assets,
ete, it is made up in considerable - part. by
refunds of previous years’ expenditures and
other essentially bookkeeping transactions
arising out of the war. For instance, amounts
previously paid by the Department of Muni-
tions and Supply to contractors as advances
or working capital are npow being finally
charged to the department or agency which
received the supplies. Such refunds of previous
expenditure must be brought into revenue but

at the same time there are some corresponding.

and offsetfing increases in expenditures. Too
much significance therefore must not be
attached to the over-all total of revenues, and
the deficit is, of course, not affected by these
offsetting transactions,

More significant is the total of ordinary
revenues which amounted to $2,436 million, a
decrease of only $84 million from the previous
year. Total tax revenues are now estimated

to have been $2,275 million, which is about,

$100 million less than in the preceding year.
However, this figure includes only $73 mil-
lion of refundable taxes as compared with
$220 million in the preceding year, so that if
we consider net taxable revenues we obtained
about $48 million more in 194546 than in

194445, despite the substantial tax reductions,

made in the.budget of last October. If we
look at the.yield of individual taxes, we find
decreases in the revenue from the personal
incomie tax, the corporation tax and excise
taxes, and increases in the yield of the excess
profits tax, succession duties, customs import
duties and excise duties. But I shall not weary
the house with the statistical details. The decline
in the yield of excise taxes was more than
accounted for by the abolition of the war ex-
change tax; most of the other special excise
taxes showed increases, offsetting to a con-
siderable extent the decline in the sales tax,
which arose from the broad exemptions in-
troduced last year for building materials and
- various types of goods entering into produc-
tion costs.

Non-tax revenues increased by about $15
million to a total of $160 million. As the
house knows, most of this revenue is derived
from post oﬁice receipts and from the retun

‘than. In the previous year.

on investments, both of which sources of
revenue have shown a steady increase in re-
cent years.

Ordinary expenditures for the year are esti-
mated at $1,062 million, an increase of $295
million from the preceding year. This sub-
stantial increase is largely accounted for by
an increase of $97 million in the cost of
servicing the public debt and by the introduc-
tion of family allowances, which involved
a cost of $173 million during the fiscal year.

War and demobilization expenditures for
the year are shown at a total of $3,558 mil-
lion. This total includes the offsetting book-
keeping charges that correspond to refunds
included in special receipts avising from the
adjustment of earlier expenditures made as
advances by the Department of Munitions
and Supply and finally charged to.the de-
partments and agencies receiving supplies.
Expenditures by ' the army, navy and air
force amounted in the year to $1,707 million,
as compared with $2,938 million the previous
year. These service expenditures included
heavy costs of repatriation and demobilization,
as well as settlement. of arrears of charges in-
curred in previous years of active warfare.
The expenditures of the Departiment of Muni-
tions and Supply and Reconstruction amounted
to $263 million, including the item of $145
million for the costs of termination of war
contracts following the end of hostilities. BEx~
penditures to provide Canada’s contributions
to UNRRA amounted to $143 million, com-~
pleting the total of $154 million which we
agreed to provide. . Mutual aid expenditures,
including the settlement of cutstanding ac-
counts for deliveries in the previous year
and the cost of some supplies and aircraft
on hand and surplus at the end of hostilities,
amounted to $772 million. Expenditures for
supplies for military ‘relief amounted in the
year to $34 million, for which bills are being
rendered to the governments of the recipient
countries by the combined military authorities.
War expenditures of the Department of Vet-
erans Affairs (including the costs of gratuities,
reestablishment credits, rehabilitation benefits,
treatment and pensions) amounted to $328
million, nearly three hundred million more
All war ex-
penditures other than those already mentioned
amounted to $311 million, of which various
subsidies on - agricultural products and’ sub-
sidies to maintain ceiling prices amounted to
about $192 million,




We have not as yet included in the figures
of war expenditure -the $425:million repre-
sented by .-the cancellation :of -accumulated
liabilities of the United Kingdom under the
British commonwealth air training - plan.
Although this was provided for in the financial
agreement with the United Kingdom, the rele-
_vant article of the agreement and the section
of the act implementing it have not yet been
put into effect, pending action by the United
States congress on the Anglo-American- finan~
cial agreement. They will be put into -effect,
‘however, immediately .after approval is given
to that agreemenf, which is now. at; an
advanced. stage of congressional -consideration.
The result will be to extinguish this item now
listed on our balance sheet as an advance to
_the United Kingdom, and to increase the
figure of war expendltuxes for 1945-46 by a
‘corresponding "amount. This s the major
change which I expect to see in our final
accounts for the year, as compaled with the
estimates now presented.

Special expendltuxes mcreased by ‘about $10 '

million, Jlargely [ due to an. increase in
advances ito the prairie farm emexgency fund.
Capital expenditures,. losses of and non-
active advances to government-owned enter-
prises and other charges remained prac-
mca.lly unchanged. Tor the sixth year in suc-
cession an amount of $25 million was added to
the reserve for possible losses on ultlmate
realization of active assets.

The grand total expendltmes for -the year
amounted to $4,691 million, a decrease of $555
million from the preceding year. As total
revenue, exclusive.-of refundable taxes, was
82,955 million, the over-all deficit for the year

was $1,736 million, a figure approximately $822

million lower than the deficit of the previous
This amount is, of course, the extent of

year.
the increase in the net.debt during the fiscal
year.

Our financial, requuements for loans,

~ advances and investments, which amounted to
a total of $666 million, are set out in some
detail in the white paper. This was more than
. $200 million larger. than in the previous year,
due to very large advances. to the foreign
exchange control board and loans and
advances to allied governments, :

Total borrowings during the year, excluding
the renewal of treasury bills, deposit certifi-
cates and short term notes held by the Bank
of Canada, amounted to $3,750 million. Of
this huge total, the great bulk was obtained
" from the two highly successful victory loan
campaigns. 'In the eighth vietory loan, dur-
ing the spring of 1945, a total of approximately
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51,564 million was obtained, ' made : up-’ of
3,178,275 -subscriptions.:. ‘In~’ the ninth loan,
floated in October and November,; total sub=
seriptions -amounted to $2,025 million and
numbered 2,947,636. These. two highly -suec-
cessful loans marked the climax of -the work
of the national war finance committee, to
whose able leadership' I .have frequently paid
tribute. Our. other borrowing. during the year
took the form of refundable taxes, an increase
of $70.:million in treasury bills, the sale -of
war savings certificates and stamps, and ‘a
modest increase in.the floating debt. . During
the year we redeemed for cash securities; of a
par value: of $916 million, including $155 mil-
lion in-U.8. dollar securities. Details of bor-
1ow1ng operations and. redemptions are gwen
in the white paper. Our holdings of cash in
Canada increased by $536 million- during the
year, accounting in econsiderable part for  the
large total of borrowings. The cash deficiency
during the year—that ds, the net amount bor-
rowed . to finance expenditure, loang and
investments, and not to redeem debt or add
to balances in Canada—amounted to $2452
mlllxon, as compared with $2,955 million the
previous year, _

There was one important development 1n
our bmrowmg operations and policy which
should . be - mentioned. As I announced on
February 27, the government reduced the
rate ‘of interest on -.deposit " certificates sold
to the chartered banks after -that date from 4 .
of 1.per cent to § of 1 per cent, and has
arranged with. all the' chartered banks ‘that

“the holdings by each bank of government
. securities other than these deposit certificates

and treasury- bills or notes will be limited .in
amount to the equivalent of 90 per cent of
its Canadian personal savings deposits and
will be so selected as to maturity as to yield
on average an interest rate which gives them
only a moderate profit margin over the cosb
of interest and other operating expenses on
these savings deposits, This constitutes an
important development in monétary pohcv
and government finance; it means that mone-
tary eéxpansion through the purchase of gov-
ernment’ securties by the chartered- banks will
not result in more than a modest profit margin
for the banks on such new assets and liabil-
ities. During the war we were able to accom-
plish this objective, in substance, through the
large scale use of deposit certificates and
informal arrangements ‘for their distribution
to the various banks, This new development
will enable us to continue to obtain in peace
time the advantages of low cost, shorf term
borrowing from the banking system.



- As at March 31, 1946, our total unmatured
funded debt, including refundable taxes,
amounted to $16,807 million as now estimated.
The net debt.was $13,03¢ million, which
reflects, of course, an increase during the year
of the amount of the budgetary deficit. The
funded debt carried annual interest charges
of $436 million. The average rate of interest
was 2:59 per cent, as compared with 2-51
per cent as at March 31, 1945, the slight
increase being due to the fact that most of
the addition to our debt during the year took
the form of 3 per cent victory bonds.

~ The white paper which I am tabling
to-night and which will amplify the brief sum-
mary which I have just given, deals at length
only  with the government accounts. Next
year I hope to be able to present additional
information of broader significance, showing
how the government accounts and- activities
have fitted into those of the nation as a whole.
Already the house will probably have noted
the interesting and significant figures of

national income, production and expenditures

which have recently been prepared by the
dominion bureau of statistics' in cooperation
with other departments and agencies of the
government. By next year I hope we shall
have both the basic statisbical data and the
staff necessary to prepare for presentation at
the time of the budget figures showing the
way in which the government expenditures,
revenues and financing relate to the accounts
and economic activities of the nation as a
hole, -and this should help in understanding
and appraising the effect of the government’s
expenditures and its budget proposals upon
the economic life of the community.

ECONOMIC SITUATION

" I have so much else that I must speak
about in this budget that I propose to com-
ment only very briefly on ‘the cconomie
situation. In any case, immediate economic
considerations are of less importance in
detenmining our present proposals than longer
term economic policy and the necessities of
dominion-provincial relations.

We find Canada to-day more prosperous and
further along the road of reemployment: and
reconversion that we could reasonably have
expected last autumn when I presented the
previous budget. Despite many shortages
and interruptions, our economy as & whole
has turned with remarkable speed from war
service and work to peace-time jobs and object-
ives. We are enjoying a level of employment
and prosperity that we have never experienced
before in peace time. TFor that, in the hungry

and devastated world of to-day, we should be
thankful: On the other hand, we do not have
the spirit of agreement, of cooperation and
mutual confidence that we-had hoped for; on
matters of public policy we do not seem to
have found the peace-time equivalent to the
‘“win-the-war” "objective that kept us united
and strong during the war and enabled us to.
reach high levels of national achievement. I
need not comment on the international or
industrial difficulties and disagreements. In
a field much closer to home, and immediately
affecting this budget, we find now that our
previousshopes for & comprehensive agreement
between the Canadian and provinecial govern-
ments have not been realized. Lacking an
agreement that would have enabled us and the
provinecial governments to make plans with
confidence and boldness, we must now proceed
more cautiously, thankful that the present
prosperity makes many of our problems less
urgent for a short time.

When the war ended in Europe, slightly
more than a year ago, there were three-
quarters of o million men and women in
our fighting forces. Now there are only about
one hundred thousand; in little more than a
year we have released about six hundred and
fifty thousand. Of these, the large majority
have . found employment, or are taking uni-
versity or vocational training, or have gone
into business for themselves, assisted by their
war-time savings and the many benefits pro-
vided for veterans. In the same period—but
even more suddenly—our workers in war
industry were released upon the labour market.
The number is roughly the same as that- of
servicemen demobilized. All told then, about

. one Canadian in four who work for a living

has been released from war activities. Several
hundred thousand of them—married women,
old people and- students—have left the labour
market. Some others are unemployed, unable
to find work which they can and will under-
take—although there are more than one
hundred thousand unfilled - jobs. The rest— '
the majority of the servicemen and war
workers—are busy at work now in industry,
trade, farming or elsewhere, Despite shortages
and interruptions, peace-time production and
trade have expanded rapidly and absorbed
most of those seeking work with remarkably

© little difficulty. The number of unemployed

is only about 200,000 at last report, and with
the best season for employment still ahead.
This compares with about 75,000 unemployed
and seeking work immediately after the end
of the war in Europe. This 200,000 is only
about 4 per cent of our total labour forece,
at o time when changes in occupation are going




on rapidly,-and when it is difficult for men to
move to the jobs that are now available.

The rapid and succesful demobilization and
. reemployment of man-power has been ‘accom-
panied and, to some extent made possible,
by the rapid technical reconversion of indus-
try. War equipment was removed —‘and
replaced by equipment for civilian production
in a great many plants with relatively little
delay or difficulty. When the change-over
has involved or been accompanied by modern-
ization or extension' of ecivilian production
facilities, there has been greater difficulty and
delay, due to’ shortages and competing’ de-
mands in the United States and abroad.

In 1944 the total market value of all our
current production and services—what the
statisticians call our “gross nationial product”

reached ‘a war-time peak of about sll?f bllhon )

compared with a value, at lower prices, in
1938 of about $5-1 billion. Thus, the effect
of ' the war, mcludmg the effect of prme
increases, was to more than double our gross
national production. We_do not know, of
course, what the final figuré will be for the
current year, but so far it has been running
at about $11 bllhon—elthough that level may
be pushed down’ as a result of mterruptmns
to ploductlon ) :

Our present prosperlty and employment are
also on the whole well. distributed . throughout
the country There are some areas which
have suffered from -erop. failure or from the
disappearance of unusual war-time industrial
or other aetivity, and ‘which are experiencing
temporary d1ﬁicu1t1es or a period of readjust-
ment to more normal conditions, but there
are su1prlsmgly few of them. '

The reason for the continuing h1gh levels
of production, employment and incomes, is

that the demands of ‘war, represented by war.

expenditures which have: fallen” from -a’ huge
-total a year ago to a small fraction of that
to-day, have been' replaced by other demands
which, ‘though less insistent and insatiable,
are nevertheless large and urgent and backed
by effective purchasing power.
‘ 'EXPORT TRADE e
Our income from exports is thé most
important factor 'determining our prosperity
and employment in' peace time. Duting the
war.our exports reached fantastic levels, largely
financed by~ war expenditurés directly as
through mutual aid, orindirectly, - through
what our forces” spent abroad. These war
exports included many of our staple products
‘—foods, -'metals - and - other raw materjals—
but consisted largely of war produets, guns,

planes; ships, -vehicles, ammunition, radar sets
and other manufactured war equipment. Now,
of course, the exports of these war supplies
have almost entirély disappeared. But the
exports of food and raw. -materials continue

“at high levels, and exports of eivilian manu-

factured goods—locomotives, trucks, railway
cars, ships, and machinery—are replacing those
of war supplies, and helping to maintdin our
export trade, and therefore export incomes, at
levels far above pre-war even though below
the war-time. peak. - This is the main factor

“in the maintenance of our national production

and employment.’

"While. the need of oyerseas countrles for
our exports is enormous and urgent, most of
them can only buy from us on credit. It. is
vitally important for the future development

. of our trade that these countnes, particularly -

Britain and the countries of western Europe,
should be able to buy our foodstuffs, metals,
other raw materials and some of our new

-manufactured products, in order to’ reestablish

their economic life and emerge as great trad-
ing nations . prov1d1ng markets for our. goods.
On our s1de, it'is’ lmportant to mamtam export
produetion and income while war expenditures
decline and until normal trade, both domestie '
and international, is fully reestabhshed There-
fore the government has undertaken a large
programme of export credits, which from the
economie ‘point of view is replacing our war
expenditures by government mvestments, ‘on
Whlch we shall earn a retum in ‘future years

PRIVATD 'EXPENDITURE OI‘ CAPITAL NATURE

"The second powerful mﬁuence mamtammg
employment ‘and productlon despite’’ the
decline in war expenditures, is-private expen-
diture ‘of a capital nature, including bulldmg

- and construction, the purchase of new equip-

ment and m_achinery, .and the accumulation of
stoelt in trade. :In this general field: there has
apparently been “a substantial .increase -in
expenditure over the levels of last year. There
is a large -amount. of -private capital seeking
investment in new building, plant and.equip-
ment, but the amount of expenditufe of this
kind is severely limited: now by: -shortages. of

. materials, parts and manufacturing .capacity.
In the building and construction.field par- -

ticularly, shortages of building materials, and
to a lesser extent the shortage. of skilled
labour, are seriously restricting the provision
of housing that is most urgertly needed, as
well as .other forms of construction, particu-
larly commercial and industrial buildings. It
is to be hoped that this industrial and com-

_mercial - expenditure that.cannot readily be

made now will be deferred a year or two, when




it will help in sustaining high levels of employ=
ment and incomes-after other tempor ary stlmu-
lants me less strong.’

"CONSUMER EXPENDITURE

““The third offset fo the decline in our war
GXpendltmes has been a substantial increase
m ‘the expenditures’ of comsumers. At present
4! gteat many consumers ‘have on hand large
reserves. of savings which they accumulated
diring the war, and some of which they wish
to .spend When the goods they want become
a¥ailable. Moreover, the proportion of their
mcomes which people have spent on consump-
jon during the war has been abnormally low
and will increase—both because they will 6t
ny so hard to save as under the pressure ‘of
war and because the proportion of income
taken as taxes has been abnormally high. Now
we may expect people to spend more of their
incomes—and they are trying to do so. Inm
addition, there has been the effect of the
expenditures on family allowances to which
I have already referred. These payments com-
menced shortly after the end of hostilities in
Burope, and immediately offset a part of the
rapid, reduction which then took place in our
- war expenditures. Of even greater importance
in, its current effects, we have been operating
a_ comprehensive and ' generous system of
gratuities, benefits, reestablishiment credits and
other assistance for those leaving the armed
services. I doubt if the house -or the pubhc
realizes the large size of the sums involved in
this programme, During the fiscal year for
which we are now budgeting, these various
payments to or on behalf of veterans as already
provided for in the estimates, will add up to
$620 million, and this figure omits the amounts
paid by the services themselves for leave on
discharge, deferred pay, clothing allowances
and similar’ benefits. Nearly a quarter of all
our expenditires this year will be directly for
the "benefit of veterans and their families.
This year, of course, is the peak period, but
these veterans’ expenditures have been build-
ing up rapidly as war expenditures proper
have declined, and have constituted a power-

ful influence increasing the total of what con- -

sumels have been trying to spend.

" In fact, of course, consumers’ expenditures
continue to be limited and deternined by the
goods and services that are available to meet
the demands. The available information indi-
cates a moderate increase in these expenditures
during recent months and a more substantial
increase in employment in the industries sup-
plying the consumer, particularly in trade
and the service industries.

pruned our

EXPENDITURES OF GOVERNMENT
The fourth influence offsetting the decline in

» our war expenditure has' been. a modest m-

crease in the non-war expenditures of govern-
ments and municipalities—and in- this I refer
to their expenditures on supplies and services.
In the case of the dominion government . weé
have deliberately endeavoured to keep this
increasé to the minimum required by urgent
post-war projects, -and in particular -we ‘have
public works and other con-
struction programmes drastically in order to
avoid ‘demands on building materials and
building labour urgently required for housing.
I hope that provinces and municipalities will
find themselves able .to follow a similar pollcy
at this time when the housing situation is
so acute. Apart from projects that compete

~with building, however, there are many in-

créased expenditures by govemments and
local bodies which it is important to proceed
with as soon as possible after the war, and
the result has been a gradual increase since
last suminer in government expenditures that
give rise to employment and production.

PRICE CONTROL
While I hesitate to venture into the field
of forecasting economic developments in a
world as chaotic and eventful as the one we
are living in at the present time, it appears
that these major influences which have main-

tained a high level of expenditures for Can--

adian goods and services despite the reduction
i war expenditure will persist for the re-
mainder of this fiscal year, and beyond it,
unless further difficulties arise to retard pro-
duction. If these difficulties can be avoided,
then I think we may reasonably expect a level
of expenditure adequate to maintain a high
level of employment and production through
the year. Indeed, the pressure of expenditure
at the present in many fields is so great that
action by the government and others is
needed to prevent rapidly increasing prices and
the development of inflation.

The pressure on puces is still very strong.
The searcity of goods in relation to spending
power is less than during the last few years,
because there are more goods and services
available for sale, both from larger production
and imports and from the decline in the pur-
chases of goods for war purposes. On the
other hand, purchasers have incomes nearly
as high as in war time, accumulated savings
on. hand at levels never before approached,
and a greater disposition to spend now that
the war is over. All this tends to pull prices




up. Prices are also. getting pushed up. from
below, by increases in costs, increases in the
cost -of imported. materials and . parts, increases
in fuel costs; increases In -wages,- and ,higher
overhead: costs when output is restricted.
We must resist this pressure towards higher
. prices,and keep the:increases within reason-
able limits. During the war, as a result of
strenuous efforts and the effective cooperation
of /the Canadian people, we succeeded ‘in
keeping prices under control and avoiding. in-
flation. It would be the-greatest folly now. to
dissipate the fruits of our efforts by letting
" prices: get out of hand, by letting inflation set
in when the battle is nearly over. Adjust-
ments are necessary now; and many of them
have been made. Some ihcreases in. prices
and wages have been essential, and some
others have been tolerable. We ‘believe it is
wise, - ahd. practically necessary, gradually to

" relax and remove .the controls which made up

our stabilization programme. Price ceilings are

bem«r raised here and there where conditions:
permut ~and suspended alf;ogether in some
dases- where ho serious harm' seems likely to
- Wage and. salary control has been’

result,
made ntore flexible “to permit ad]ustments

that are necessary, or that are Justlﬁed on’

grounds of equity. But this relaxation is’in-
’cended as a deliberate, orderly programme of
decontrol and not -as-an invitation to a. mad

scramble for higher prices and wages.in which:
So far, most Canadians
have on the whole shown a sensible restraint in-

we shall all suffer.

seeking adjustments of prices and wages. Now

that " we’ are relaxing our controls, we must
look to all important groups ‘and their leaders’

to act with sense and.discretion and a due
regard for the results of their actions upon
others.
house would regard inflation now as a dismal
tragedy, coming at the end of what has been

an outstanding record of .success in dealmg

with the economlc probléms of war.

The real answer, the constructive answer,
to the inflationary pressures existing at this
time is to work and produce the goods that
are wanted in greater volume, so that our

greater buying power wilk result in more goods.
at reasonable prices, rather- than fewer ab

higher prices. To business- men in particular

I ‘would lile to address a plea that they do-
* all in their power to hold prices down and

get volume up, over this next critical year.
“The pur chasing power represented by war-time
savmgs will go further and our prosperity will
be more pelmanent 1f puceq can be kept down.

T am sure that all members of this

Canadians, before long, must expect to meet

‘competition in export markets and in their

own markets from the- exports of  other
countries. We wish to enter that long period
of competition with the advantages of low
costs and volume production, so that high
employment can be maintained a.nd a hlgh
real standard of living. ‘
Production then should .be  our prlmaly
objective both for its own sake in a world
that needs goods so badly, and as a safeguard
against the present danger of inflation. We
should aim now" at high volume production
for civilian purposes despite shortages, strikes,
delays and uncertainties, high volume pro-
duction rather than high- prices' as a source
of income and profits. No longér must civilian
production be restricted in order to conserve
resources for war.’ It can now receive first -
priority o .. .'1 e )
BUDGET FORECAST 1946 47 AND FINANCIAL
PROPOSALS

It is with this view.of bhe'cu;ren;t economic-
situation and the- prevalhnb {rends that I have
approached the primary purpose of this budget,
namely, the formulation “of financial proposals
to meet the requuements of the current fiscal

year 1946-47 and the months 1mmed1ahely‘

'folLowmg the ‘close ‘of the yéar. -

. As the house knows, the main ‘estimates for
the current fiscal year, covering, both mdmary
expend1tures and.. expendlture chargeable to
demobilization and reconversion involve an
expected outlay of $2,769 million.” We have
found from: experience, however, that . there’
are l1kely to be savings' in any financial
programme of that magnitude, although of
coutse it is, impossible to say beforehand *in;
respect to what items the savings will actually
be- made. On the other’ hand, payments to
veterans, . chleﬂy veterans’ credlts have been
running in recent months at higher.levels than.
were anticipated when the main estimates
were prepared. My own forecast is that apart
from any substantial increase in this item' and
assuming no new commitments of a major

character, -the total savings will be. sufficient

to allow for any supplementary and further
supplementary estimates which it may be
necessaly later in the yeal to ask the house
to approve. -

*.On the revenue side, it is estimal;ed that
under our tax.laws as they now stand, total
revenues in. 1946-47 will approximate $2,510

million’as compared with 52,956 million in the




last fiscal year. I shall place on Hansard a

table showing the details of this estimate in’

comparison with the revenues of 1945-46:

Torecast Actual
Fiscal Year Fiscal Year
946-47 1945-46
. (millions) (millions)
Customs duties ...... $ 183 $ 120
Excise duties ........ 195 187
Sales tax (net) ...... 250- : 212
War exchange tax ... vee 41
Other excise taxes ... 259 244
Income tax: .
Personal ........... 640 692
Corporate ......... 210 218
Ixcess profits tax .. 340 494
Interest and divi-
dends ........... 30 - 28
Succession duties .... . 24 21
Miscellaneous ......... 9 9
Total tax revenue .. 2,140 2,275
Less refundable t't\es el 73
Net tax revenue ..... 2,140 2,202
Non tax revenue ..... . 170 161
Total ordinary revenne 2,310 2,363
Special receipts ...... < 200% 593
Total revenue ....... $2,510 $2,956

* Avbitrary estimate.

On these estimates which are believed to be
conservative, there will be a decline of $446
million in our revenues this fiscal year com-
pared with last, but most of this expected
decrease comes from assigning to special
receipts an arbitrary estimate of $200 million

as compared with last year’s corresponding
D g

figure of $593 million which, as I have already
explained, is inflated by abnormal bookkeep-
ing transactions. The more significant com-
parison relates to ordinary revenue, the esti-
mate for which shows a decline of $53 million
from last year. This expected decrease is
largely attributable to the reductions in per-
sonal income and excess profits taxes
announced in last year’s budget. Substantial
declines in the yields of these two taxes are
not e\pected to be fully offset by moderate
increases in the returns from customs and
excise duties, the sales tax and the special
excise taxes.

These revenue estimates of course are based
on the assumption of no changes in our present
tax structure. They indicate that if no such
tax changes are made and if our total expen-
ditures do not exceed the estimate given a few
minutes ago, we may expect a budgetary
deficit for 194647 of roughly $260 million.
Measured by standards of the past, that is
still a not inconsiderable deficit but it is in
pleasing contrast with the deficit of §1,735 mil-
lion which I have already reported for the
last fiseal year.

It is possible that some of the revenue
figures given above may prove to be under-
estimates if economic conditions remain as
prosperous as at present, and in particular,
special receipts, swollen by large scale dis-
posals by War Assets Corporation, may be
higher than the $200 million figure quoted.
On the other hand, as T have already indicated,
expenditures in the form of payments to
veterans have been running ahead of earlier
estimates. I think we can best accept the
relatively conservative estimates that I have
given above, in the expectation that there
may be offsetting increases on both sides of -
the account, leaving the deficit roughly at the
level forecast, subject, of course, to the tax

. changes ‘which I shall propose.

FINANCIAL REQUIREMENTS

The fihancial requirements for which we
must - provide during the present fiscal year
include not only our budgetary expenditures
but. certain disbursements outside the budget
for the acquisition of active assets. For this
purpose, dwing the present year we shall have
to raise a substantial amount of cash, as in
addition to the normal increases in loans,
advances and investments, resulting from
ordinary govermment activities, including the
financing of the foreign exchangé control
board, the export credits programme and the
United- Kingdom loan will require the dis-
bursement of governmental funds in very large
volume. We estimate that during 1946-47 the
total of these disbursements which create
active assets may be in the neighborhood of a
billion dollars. This will bring our total finan-
cial requirements on the basis of present
commitments and present estimates during the
year to roughly 334 billion dollars.

Tinancial requirements of this magnitude do
not of themselves suggest a reduction in taxes.
Moreover, as I have already indicated, the
currenf economic situation in respect of the
available volume of purchasing power and
current spending trends is not such as to
provide an economic justification for reducing
taxes at the present time. Lighter taxes are
not needed now for the purpose of permitting:
or encouraging additional private spending in
ordér to maintain employment this year. In
fact, if only immediate economic conditions
were involved, one could make a case for
temporary higher taxes in order to curb the
excess of spending in some directions that is-
tending to pull prices up.

TAX POLICIES

There are, however, other important con-
siderations to be borne in mind. In the first
place, the action we take now in regard to
taxes should provide whatever stimulus is




possible to increased production. If. we can
encourage -hard work and- efficient production
at this -critical time, .we shall be -assisting
greatly the effectiveness of ‘our: other actions
to overéome the: 1nﬂatlona1y 1nﬂuences left

‘behmd by the war..

Secondly, in - shaping our tax pohc1es ‘at

- present e ‘should be moving toward our

normal ‘post-war tax policy, and we should
therefore bear in mind the loag' run’ problems
we shall face ‘oncé the huge, temporary post-
war - demands’ have been satisfied and it
becomes recessary - for 48 to maintain and
stabilize. national : expendlture and employ-
mient!When that time arrivas, we must depend

‘on steady, large scale capital expenditures by

private business, and on our ability to sell our
products -abroad (and: at home, too) in comi-
petition’ with other countries, if we ‘are to
succeed in maintaining a high' level of em-
ployment and a- high -standard of living. To
secure these conditions of stable prosperrty we
must revise our war-timé tax system in such a

“way- a8 to preserve essential fairness in the

distribution of thé' total burden: and avoid any

serious deterrent to- hard work " and: eﬁ‘icrency :

It will therefore’ ‘be 'my plehsant duty in a

. few minutes to- announce reductions’ in. taxes

on personal and corporate incomes which are

‘based upon these longer run conmderatlons as’

well as upon the desire t6 increase immedi-
ately the incentive to produce, even though

" we' recognize that such reduetions at this time’

may possibly inerease some of our difficulties
during the penod of shortages and 1nﬂatlonary
pressures .

DOM]NION-PHOVINCIAL I‘INANC‘IAL ARRANGDMDNTS

"The eﬁ’ect of the tax. reductlons whlch 1
-shall propose to-night”will, I believe, depend

© to an important degree upon what provineial

governments do when the war-time tax agree-
ments expire. These agreements were made in
order to provide a necessary increase in' over-
all taxation from imposing.intolerable i inequi-~

'tles and hardship. TUnless new arrangements

are made .to enable provinces to meet their
requirements without a free-for-all scramble to
exploit the major tax sources, I am convinced
that this country will lose-much of the econ-
omic advantages which should accrue from

the over-all tax reduction which is now envis-

aged. Before outlining my tax. proposals in
detail, I must, therefore, refer to the problem
of dominion-provincial financial relations.-
-This problem is far more than one of taxa-
tion ‘alone. What is at stake is Canada’s
ability“(a) to have an effective anti-depréssion
policy and to maintain full employment and
a high national income after the present
abnormal transition period is over: and (b)
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‘part- of the country they may.live.
. with these broad .objectives in mind that the

.to achieve a reasonable. standard of economic

security for all Canadians no matter in what
It was

dominion .government put. forward its ' pro-
posals' to the dominion—plovincial conference
Whlch began its sessions on: August 6 last.

" i These proposals- ‘otitlinéd a coordinated pro—

gramme by ‘which .the dominion-and the prov-
inces. could most ‘efféctively work. together to
provide high-‘and expanding employment and
national income, a wide measure of econbmic
security and a less burdensome, more efficient
tax system. The..proposals formed an inte-

-grated “whole but for, purposes’ of ,the .present
.outline can be grouped.in three. categories:

those .relating to public investment, those
relating to.social security -and those deahng
with tax reform, .

- Obviously at the present tlme of many con- :
tinuing shortages and pressing ‘demdnds it -is-

not opportune to consider. launching a large
public investment or public works programme.

“Nevertheless the war-time depletion of many

of 'our assets and dépreciation of many of
our -public works make it .imperative that we

when the -employment :situation and other
conditions should make thab, desarable In the

August proposals emphasis ‘was laid /in- par--

ticular on _two aspects of public investment.
One’, wag the desmablhty of regulating the

'-tumng of pubhc investment in so far as that
:was practrcable, with a view-to levelling out
booms and depresslons

- The second was
recognition: of the need for 1ncreased expendl-
tures -on the conservation of our.soil and

forests,- and - the economie ‘development of our:

resources. 'To these ends the government

“outlined. a substantially expanded programme
‘of resource development and conservation ser-

vices and construction projects Whlch it was
prepared bo undertake itself, and ‘also a broad
list of services and :categories of projects

- under provincial jurisdiction which it was -

prepared to: assist, - ‘There were in addition

’ grants proposed to provincial governments,

and through provmcml to municipal govern-
ménts, to assist in meeting the cost of advance
plannmg.of projects with a view to building

“up a reserve shelf of useful works for time of

need, and to encourage the best timing in
relation to the general employment situation
for carrying out these planned works. The
programme as a whole was designed to develop
and conserve the productive wealth of Canada,
to assist in ‘stabilizing employment, and to
widen opportumtles for privaté investment
and employment.  The character of invest-
ment proposend was one’ comphmentary to

v

. how. prepare plans for greatly expanded. activ-
ity in the whole field ‘of public investment
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private investment rather than competitive
with it and.was designed to be, when not
-directly self-liquidating, of real economlc and
social value to thé nation.

The various social security proposals- had
‘also broad economic as well as broad social
objectives. They were planned not only -in
-relation -to the neéds of individuals suffering
-from the  distress of unemployment, illness
and old age, but also with a view to stabiliz-
‘ing the income of the lower income groups

-of the population and consequently .that of

the: community as a whole.

The proposal for unemployment assistance
was designed to care for the great bulk of
‘dblé-bodied workers who might be unemployed
through no- fault ‘of their own. This ex-
tension of dominion reésponsibility would re-
. move the overcharging menace of the ability

-of provincial and municipal- governments to
finance themselves, and in.particular the threat
and’ uncertainties facmg real ‘property owners,
inherent in the present:responsibility for relief.
In addition, proposals were made for expanded
‘vocational - -training and other rehabilitation
services designed to’ fit men for their most
~p10duct1ve work and to plevent deteuomt;lon
allsmg from idleness. '

The ‘old nge pensmn ploposals, mcludmg as
they did, an increase in benefits and abolition
‘of the means. test for all persons aged 70. and
‘over, and with p10v1s10u for  assistance to
provincial, schemes for persons, from. 65 to 69,
recogmzed the claims and needs of our old
people with which there seems ‘tq ge general
sympathy. * The quhfymg age ‘for fedexal
assistance for pensmns to the bhnd was to be
loweled to 21, -

In the unpommt ﬁeld of health Hie p10-
posals px‘owded for ‘substantial dominion’ assist-
ance to provincial public health and pre-
ventive medicine -activities, for tubérculosis,
mental disesse and: venelenl diseasé pleventmn
and cure, and for other health services. "In
addition an offer was made to meet approxi-
mately 60 per cent of the cost of ‘provinecially
administered health. in§urance -schemes -within

" a national framework. - The health insurance
offer was-an optional rather than obligatory
part of “the proposals and ‘the programme
was ‘to - be- developed:progressively . by ‘stages
and areas.. It was believed that it would con-
tribute . a gleat deal to relieve -individual
suffering and improve the health of the nation,
and would ultimately pay substantial d1v1-
dends ‘in financial -as well ‘as.human terms.

_ As.in the case of Austxalm, -New: Zealand
and the United Kingdom, it- was proposed
that these expanded social services would: be
financed . in part -by - direct - personal contri-
butions. These might be likened to modest

insurance premiums paid by each individual in
order to make systematic provision against
risks or contingencies which might otherwise
fall with crippling force upon the family
budget, as for-instance the cost of medical
care does to-day. There were no hard and fast
provisions laid down as to the financing of
the provinge’s share of health insurance except
that there was to be a registration fee which
was not spectﬁed :

The tax proposals which have been the sub-
ject of so much controversy were in reality
two-fold, and there is some danger that sight
may be lost of the second and more important
of these aspects. As a necessary preliminary,
the government proposed that it should have
exclusive occupancy of the personal income,

corporation, and succession duty tax fields,

compensating the proyincial governments by
anyual rental -payments. - The -August pro-
posals were subsequently modified in respect
to .the. succession. duty tax to provide for
continued exercise, by  any. province which
so. wished, of its ‘succesion: duty rights, withe
compensating credits ' to,-individuals paying
provincial taxes.. and _compensating adjust-

‘ments in the annual rental paid to the pro-

vineial govemment The government then
outlined the policies which: it-proposed to fol-
low if an agreement had been reached giving
it a free hand in these fields, including reduc-

‘txon in’personal income taxes and- elimination

of a poxtlon of the existing element of double
taxation in the corporate tax. .The govern-

‘ment attachéd great importance to the bene-
fits which would be possible” through a single

administration of these Important tax fields,
arising from simplification and reform of the
tax system on a scientific basis to reduce the
total tax burden, from the removal of emstmg
Jinequities, fxom .greater eﬁimency “of - ad-
ministration” ‘and- collection, from reduction
in - the' cost- of " tax complmnce by the tax-
payer, and from the means it- would have
-available - through’' appropriate changes in
policy to help offset fluctuations in the busi-
ness cycle. .Of particular importance.was the
belief that the right tax policies, varying with
the needs of the times, would lead to broaden-
ing and expansion of the.tax base, that is to
say, the size of personal and national incomes
and- consequently. reduce the real burden of
taxation. -These taxes which were once rela-
tively trivial in amount have of necessity
become far too large to allow conflict, con-
fusion and overlapping of policy to thwart
investment, retard industry and depress em-
ployment. They are far too important ad-
juncts of economic policy to be exercised in
different and unordinated ways if we are to
achieve our objectives of high and stable
income -and - employment.
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. A'word should be'added on the-fiscal position
in. whieh the domirion’s proposals would have
‘put the provincial governments. In the major
expendlture fields of public. investment -and
social services,” the povernment was prepared
‘to assume .responsibility for the most sharply
fluctuating items and to assist the provineial
governments substantially in éxpansion of
their own services. 'Municipal budgets would
also have been relieved of -both substantial
" .current and potential expenditures. The annual
‘rental offered the provinces to vaeate, for the
‘proposed .thnee-year term of the agreement,
:certain direet tax fields was not only generous
in relation to any amounts which the provineial
governments had hitherto derived from ‘these

two provinces appeared to be definitely opposed

to an agreement of the character and scope

offered by the dominion.. In the ecase of
Quebee, it. was never at any time madeé clear

. just -what changes in thedominion proposals

‘to that province.

would: be necessary to make them acceptable
Ontario, it is true, did offer
a proposal.which was an alternative to the
dominiont propésals, but it was. not until the -

closing- hours of the conference ‘that the

fields, or could. expect to deérive in the light

of the necessary post-war level.of domiron
taxes; but could not fall below a guaranteed
‘minimum and would rise proportionately with
increasés in-gross national product. The net
‘effect would have been to put all provincial
‘governments -in a much stronger and more
-stable - fiscal: ‘position.- than they had ever
-enjoyed before o1 than. there was,any prospect
-of: their achlevmg in:a return’ to. the general
“free-for-all of pre-war. At the same time it
was believed .this -could be done at a reduced
.overall cost .to the taxpayers, and would
provxde positive incentives to industry and-a
gleater degree of security for all Canadia,ns
in- all Jparts of. Canada. :

The .. conference whwh met - last Arugust
decided "to :.accept the dominion’s proposals
as a; basis for discussion and-a continuing - co-
ordinating committee was appointed ‘consisting
of the Prime. Minister :and .the nine- provinéial
plemlels This coordinating committée .met

financial- implications’ of  that proposal were
revealed. :These involved so -large a net in-
crease in.total cost to the dominion as to .put
the ‘proposal .’beyond.’ the -possibility: of

fesponsible consideration.

" Under the Ontario proposal we ‘were asked
to forego revenues-from which we estimated

.we would receive' $102 ‘million' per year' and

to- aceept an increase in our obligations

. amounting to at least $32 million and perhaps

in camera from November 26-30, from’January
28-T'ebruary 1, and on April 25 and 26.: Most’

.of the dlsouesmn at these meetings took place
within the. framework of the dominion, pro-
posals. Modifications were suggested by
provinces and.-a good many substantial re-
visions were made. by the dominion.at the
January and. April .meetings, so many . indeed
that we were charged  with “constant and
drastic. revisions” while at the same time we
were:also accused of “uncompromising rigid-
ity”. Tt is fair, I think, to add that no alter-
native to the broad.o_u‘tlines‘of the dominion’s
proposals was -discissed at the coordinating
committee meetings held in camera. . : .

I shall.not attempt to-analyse the stand
taken by each province. The published record
of .the open meetings which took place from
April 29 to May 3 speaks for itself: :I am
convinced that in the case of at least a
majority of provinces an. agreement - could
have been reached along thé broad outlines of
.the dominion’s proposals. However, at least
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‘but they cannot be suécessfully refited.
‘that- stage’ the ‘dorninion felt it'had made as

-to the rental consideration. . However,

‘recriminations,

0 'as much as $100 mllhon as- compared with

those sssumed under ‘the dominion’s finally
revised proposals. ‘In other words, thé Ontario
proposal would, according to -our estimates,
have ‘involved 'an additional net: burdenon
the dominion treasury- of at'least $134 million
a year, and perhaps $100 million ' in. addition
to’ that. “These figures have beeh dnsput«zd\

t

omprehenswe an “offet, and " ‘had undertaken

to assume’ as.-great’ a financial burden, as it
gould possibly:justify to the people of Canadd.

The negotlatlons “had extended -over nine

.months- and -.during - that period of’ time: the

dominion had repeatedly revised'its proposals

-in-an -endeavour to meet the several requésts
made by the provinces.

‘We were still willing
to accept.suggestions for modification. of our

-proposals provided . they did not -further-in-
-crease the 'burdenr upon : the ‘taxpayers . of

Canada:. -In -particular, we weére - willing to
rent for a temporary peériod our rights to use
certain-fields of -exeise taxation, in the sande
way as we were asking the provinces to rent

‘to us-temporarily their rights in- certain ficlds
.of  direct taxation; -provided thé: provinees

could agree ‘amongst themselves with respeet
none
of the suggestions to this end made by our-
selves or by some of the provinces, was accept-
able to the provineces generally, and:when it
became clear how wide was the gulf betweén
the dominion and at least one of the provinces,
the conference adjourned sine die. There ‘is
nothing" to be gained by post mortems- or
‘We must now get on w1th

" our. tasks as-best we can,

The mablhty to reach a final agleement Wlth
the provinces has; however, greatly compli-

‘cated my task.in formulating'this budget. The
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budget- obviously cannot be based on the
assumption that a general dominion-provineial
‘agreement will still be reached. In my opinion
‘the - differences are far too great, not only
Dbetween some provineces and the dominjon but
also between some provinces and other prov-
inces to permit of reconciliation at an early
date.- I have had -therefore to prepare this
budget upon the assumption that no'new gen-
eral tax agreement could be made in the near
future. Accordingly, in keeping with the terms
of section 20 of the war-time tax agreements,
I am proposing that the- dominjon’s flat rate
‘of tax on corporate incomes be reduced from
40 per cent to 30 per cent as from January 1,
1947. I am also proposing, as I shall explain
in detail a little later, a substantial further
reduction in personal income taxes, effective
in 1947, which will enable the provmces whieh
§0 desne to re-enter ‘the personal income tax
field. With these proposed reductions and
with the payments to the various provinces of
certain holdbacks within thirty days of the
termination of the. present agreements, we
shall have fully carried out all our obligations
under those agreements.

N eveltheless, we have all along been acutely
conscious that the mere carrying out of the
terms of these agreements would not enable
us to rvemain ‘indifferent to the problem of
provincial finance and taxation. The agree-
ments will all expire by next spring, three of
them this fall, and without a new agreement
several provinces are going to be faced with &’
difficult budget problem, and a chaotic tax
situation is likely to arise.

‘If no new agreements are made, the prov-
inces will again become dependent upon what
they ean collect from income and corporation
taxes. Unfortunately, the income and -cor-
poration tax base is very unevenly divided as
between provinces. Even before the war those
provinces which were less fortunately placed in
this respect were driven to uneconomic methods
of taxation in.attempting to meet their bud-
‘get requirements. Apart from duplication and
overlapping of taxes, provinces were forced to
adopt arbitrary and makeshift devices which
bore heavily on costs and hampered produe-
tion. In spite of this, some provinces could
not meet their minimum requirements with-
out loans and temporary subsidies from the
dominion. Their autonomy and their ability to
discharge their constitutional responsibilities
were seriously threatened.

If the pre-war situation was unsatisfactory,
the post-war position will, in the absence of
new agreements, become intolerable. Provin-
cial expenditures have expanded greatly. Over-
all provincial budgets; brought down for the
current year, call for expenditures higher by

about $200 million than in 1940. This is' an
inerease of roughly two-thirds. If the prov-
inees again become dependent on income and
corporation taxes, some will be forced to adopt
taxation expedients far more drastic than
those’ employed Dbéfore the war. Financial
pressure on the less-favoured provinces will

‘give rise to-increasingly arbitrary and diserim-
inatory taxation, will lead to interference with
interprovinéial trade and to the extension of

government ownérship and operation of busi-
ness - merely in order to obtain additional
provincial revenues which -of course would -
mean loss of revenues to the dominion. Even

with all this, it is difficult to see how some

provinees could retain. their solvency and any
degree of financial autonomy. Moreover, the
arbitrary and' discriminatory provineial taxes
would come on top of dominion taxes which,
while substantially less than at present, would
still be considerably higher than before the
war.: The dominion eannot stand aside and
allow such a situation to develop. It would
seriously impair the capacity of private enter-
prise to provide high and expanding employ-
ment. It would weaken and perhaps destroy
our federal system. " '

The government has reached the conclusion
that it would be irresponsible in the extreme
if it allowed such a situation to develop
without a further attempt to prevent it. It
has been convinced that it would be shirking
its responsibility to the people of Canada if
it did not seek to devise some modified pro-
posal which could be accepted by those prov-
inces which wished to accept it and be left
aside by those which did not desire it or felt
they had no need for it. Such a modified
proposal we have devised.

While it is to be regretted that it was mot
possible to reach agreement with all the prov-
inces at the conference, it would be a mistake
to say that the conference itself had not been
of the utmost value in making clear to the
governments of all the provinces as well as
to the dominion government the problems
with which each is faced, and the factors of
which full account must be taken if immediate
pressing situations are to be met and any
practicable solution is ultimately to be found.
Our modified proposal has been devised in the

light of the conference diseussions. I vish
now buiefly to outline its terms. It is, as I
have indicated, wholly optional. Any prov-

inee which wishes to do so will be perfectly
free to remain out of the agreement and deal
with its own problems in its own way. With
those provinces which accept it, an agreement
will be signed which will terminate five years
after the tenmination of the present agreement.
This is a longer term than the term of three
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years provided in our original proposals. It is,
however, expectéd that. some provinces may
wish- -to sign 1mmed1ately and others, if. they
sign at all; may-not sign for .one or two or
more years. Having this in mind, it seems
inappropriate to suggest a term shorter than
ﬁve years. G -

OI‘I‘ER TO PROVIN CES

The essence 6f our ploposal is that in return
for specified ‘urnconditional - ‘annual payments
and other benefits,” the agreeing provinces
would undertake torestrict during ' the term
of the agreemeént their use of the three fields
of direet progressive taxation as.follows:

(a) The agreeing provinces would agree

not ‘to levy any taxes on personal income
nor permit -their ' municipalities ‘to do so:

There would; of ‘course, be double taxation.

of personal incombes in those provinces which
-did not wish ‘to enter into the agreement
and pioceeded to levy their owh taxes on
personal incomes, but in order to help reduce
the burdens of such duplieation the Domin-
ion would be willing to give a tax credit to
the individual taxpayer of the amount of

the tax he had to pay to the province, up

to 5 per cent of the tax payable to the
dominion by such taxpayer. Any inerease
in financial burden on the individual tax-
payer would thus be avoided if the prov-

‘incial tax did not exceed 5 per cent of the .-

‘dominion tax. The ‘provineial govemment
would, of course, have to:remain the sole
judge as to the amount and nature of the
tax it 1mposed on its own people, but ob-
viously the inconvenience to the individual

taxpayer .involved- in filling out two sets of

income tax returns and ecalculating tax on

. two different bases would be decreased if
the provmmal tax were imposed as a fixed .

percentage of whatever tax might be pay-
able to the Dominion by the individual tax-
payer. In order to be of assistance to that
end, the Domihion would be willing to make

“extra_copies of its forms. available so that -

'when flling out his ‘deminion - tax return

the taxpayer could merely make an addi- -

_tional, copy and mail it wn‘,h ‘his cheque to
‘the treasurer of his province.

(b) An agreeing province would undertake '

‘to.levy a five per cent tax on net corporate
income within the province and would also
agree on behalf of itself and its municipal-
ities to impose no other corporation tax or
tax on corporations except corporations
engaged in mining or logging operations.
For this purpose, a corporation tax would
have the same meaning as.under the exist-
ing .agreements. The province would also
agree to discontinue the spécial five per cent

" tax mentioned above.at. such time- as all
provinces had made a tax agreement with the
dominion. : The five per cent levy .would be

“+based : on:taxable income as defined in the
‘dominion income tax law, ‘and allocation
between provinces would be made on the

" basis of uniform rules wo1ked out between
the dominion and the provinces making an
agreement., The dominion would colleet the
-five: per cent tax for the.province and the
.dominion’s annual payments to the province,
.as specified ‘below, would be .reduced by the

,‘amount of such collectlons. - Any province

not signing the agreement could levy such

taxes as it pleased on-its.corporations, but
any such taxes defined as corporation taxes
or income taxes under the existing. agree-
ments, other than taxes. on corporations

engaged in mining and logging operations,

would not be regarded as a deductible ex-

pense for the: purpose of calculating taxable

. income under dominion tax laws. ,
(¢) For the duration of the agreement also
-‘an agreeing provmce would either undertake
not to levy succession duties at all or if it
wished to continue to do so, it would agree
‘to.-accept an appropriate reduction in its

annual payments due from the dominion.

_In the latter case, succession duty amounts
payable to the 'province would be treated
by:the dominion as a credit against amounts
due utider the dominion suceession duty but
‘the credit would be limited to one half the
succession duties payable to the. dominion.
The dominion’s annual. payments to an
agreeing province so continuing to impose
succession duties would be reduced by .the
aggregate amount of such credits. This pro-

posal, of course, will involve a doubling of
the rate of succession duties now in effect

undeér the dominion act but because of the
- system of tax credits already described, the
general burden of the combined dominion
and provincial succession duties in  those

provinees which continue to levy succession-

«duties will be the same as at present. = -
In retlfrn for these imdertakings the agree-

ing provinees would receive annual payments .
. from the dominion along the lines of the pro--
: posal made by the dominion to' the provincial-

premlers at’ the conference held two months

ago. Tor the term of the agreement .the
dominion would undertake to supplement the

present statutory subsidies in such a way as
to provide that each provinece signing an
agreement with the -dominion .would receive
a guaranteed minimum annual

- payment,.

including statutory subsidies, equal to $15

per capita based on the 1941 actual or the

' 1942 estimated population of the province,
The actual pay-:

whichever is the greater.
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ments to be made in any year would be equal
to the guaranteed minima increased in pro-
portion to increases both in population and in
per capita gross national production and
would be based .on the "average of payments
as determined separately for each of the
three preceding years., In no case would the
dominion’s payments to a province be less
than 150 per cent of that province’s annual
receipts under its wartime tax agreement (ex-
cluding guarantee of gasoline tax revenue). For
no province would they be less than two mil-
lion dollars. In.addition, all provinces would
be-free tb tax profits .from mining and log-
ging operations and any such taxes would be
treated as a deductible expense for.dominion
tax purposes.. Finally, in the case of com-
panies whose main business is generating for
distribution to the public or. distributing to
the public ‘electrical energy, gas and steam,
the .dominion would pay to the provinces con-
cerned one-half the dominion’s net corpora-
tion income tax collections from such com-
panies in.respect to such business. . This. pay-

ment to a provineial government would be
reduced by an amount equal to any taxes
which the government of that province levied
on such companies. If .a provincial govern-
ment or one of its municipalities should take
over & tax-paying corporation (other than one -
of the category just mentioned), the specified
annual payments to that province would be
reduced by the amount of the tax loss sus-
tained by the dominion. The provisions
vegarding the allowances for taxes on mining
and logging operations and half the tax on
certain public utility companies will apply
to all provinces, whether or not they enter into
an agreement. . :

I have had prepared a -table showing the

*"gnaranteed minimum payments for all of the

provinees and the payments presently . esti-
mated for the year 1947, assuming all prov-
inces accepted the agreement, together with
the provincial revenues received from com-
parable sources ‘at the present time. With
the -consent of the House, I shall place this
table on Hansard:

Dominion Payments to Provinces Under_'Pljopo.sed Tax Agrpements
(Millions of Dollars)

Dominion Payments

to Provinces nnder

Proposed Tax Agreements

1947 as

. Present Provincial Receipts From
Provineial

Guananteed . Presently Wartime Tax Statutory Succession Total of
Minimum Bstimated Agreements Subsidies -Duties(1) Foregoing

2:0 2-0
89 10-0
70 75
50-9 57-3 .
58-3° 64-5
10-9 11-8
13-4 13-7
11-9 13-3°
. . 181 18-1.
Total .......... 1814 198-2

<7 +4:(2) -1 1-2
2-9 '752) -6 42
.87 <7(2) -4 4.8
20-6. 29 7-8 31-3
29-0 3:2 12-1 44.3
5.7 1-7 -6 8-0
5-8 . 2:0 -4 8-2
5-8 1-8 -6 8-2
12-0 1.0 1-3 14-3
86-2 14-4 23-9 124-5

|

(1) Average collections in latest five-year period for which data ave available, viz, 1940 to

1944 inclusive,
(2) Excludes interim  subsidies of $275,000

which are included in the previous column under

%’.E.I.), $1,300,000 (N.S:) and $900,000 (N.B.)

artime Tax Agreement receipts and which will

become statutory upon expiration of the Wartime Tax Agreements.

Nore:

The table does not take into account the effect on provincial revenues of the dominion’s

proposals in regard o taxes on mining and logging operations and the contribution of half of the
dominion’s recelpts from -the. taxes on certain public utility companies. Nor, of course, does it
take into account any reductions in payments due to collections of the special five per cent pro-
vineial fax on corporations or the credits allowed to taxpayers where the province continues to

collect succession duties.
and not its total amount.

These last two factors mervely change the name of part of the payment

Analysis of the table will reveal that the
nine provinces are now receiving from statu-
tory subsidies, payments by the dominion
under the war-time tax agreements, and suc-
cession duties, a total of $124-5 million a year.
Under the new proposal, if all provinces should

accept they would receive as now estimated,
a total payment in 1947 of $198:2 million,
and no matter how low the national income
might fall at any time during the next five
years they would always be sure of the mini-
mum payment of $1814 million.
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- If . any province did not wish to enter the
agreement it would need to raise the amount
- of revenue shown in the following table by

personal and ' corporation - taxation; or. some-

other form of taxation, to "have the same
revenue as that estlmated for 1947 under the
agleement .

1-2

b e bl MM

$157 4

I clte these ﬁgules to show the’ budgetaly
problems with which the nine. provinces -will
be immediate‘ly ¢onfronted if no new agree-
ment is made and also to suggest-the prob-
able lesultant pressure o the- tax system of
Canada. -
inces must be. solved in some way if we are

to build a. strong and . united country. . Is it -

not’ far ‘sounder that they should be’ solved
by -a system of automatic payments -obhjec-
tively determined and made in return, so to

speak, ‘for the rental of an ‘asset rather than-
by a-system of outright subsidies or handouts?-
indicated, would"
either  encourige ‘irresponsible expendlture in -
assistance

The "latter, on the scale
the hope that any additional
. required would always be forthcoming, or

alternativély 1nvolve . control by the domin-
ion over provineial administration, whlch is
neither. desirable nor. practicable. ,

"It has. been: said . that . the. ploposed pay-
ments by the dominion to the .provinces are
“not based on the principle of fiscal need.
That  criticism, fails to grasp the true-faects
of the situation. What is essentially. valid in

the positlon taken by the financially. weaker-
- provinces is their claim that the great bulk.
of the wealth and income of the country is-

concentrated in the two or three-large prov-

inces, that most of the head offices of the .
corpmatnons doing business all over Canada“
are situated in Ontario and Quebee, and that

the larger provinces, therefore, get an unfair
share of the.tax ‘revenues which are based
on the corporate profits and the personal

incomes and estates resulting from the business -

done. throughout the country. Now, what the
dominion’s -proposal- does is to. provide. ‘a
method whereby the three Maritime provinces
and the three prairie provinces will be enabled

to derive from these sources the same per-
capita revenue .as Ontario and Quebee. By -
. beheVe, the. closest approach which can be

selling certain rights to the Dominion for the
term of the agreement, they are put in a

IO oo =3
[raliegVL ) § SRw A ST

The budget problems of theése prov-

position of sharing with the two central prov-
inces equally on.a per capita basis the pro-
ductivity of the three: great fields of direct
progressive taxation—corpdration taxes, taxes
on personal incomes and succession duties.
Surely this is gomg very far to meet the test
of fiscal need. If, in spite of such. assistance,
any one province should still find itself under
normal conditions faced with a fiscal problem,
that could.only be due to 'a higher relative
level of expenditures or a failure to tap other

- sources of tax revenue to the same extent

as other provinces. In such a case, a further
fiscal need subsidy -would ; be .impossible to
Justlfy, although this does not of course mean
that occasionally 'a province or . region may
not be affected by a calamlty which might’
justify ~ speeial temporary assistdnce.

Another merit of the proposal is the gieatly

' mcreased measure of stablllty which it would

assure for thé revenues of .an agreeing province.
The plovmce would of course benefit from any’
increase in its population and in per capita
gross natjonal product bqt its reveriues from
the three tax sources Would never fall below
the . gumanteed ‘minimum, no matter what
happened to business condltlons It would be
dominion revenues which \vould hayve to bear
the shock of .an economic’ recession but the
dominion government is in a far better posi-
tion to eary a large defieit. for a time than
is any ‘provineial government. The high floor
which would be set under a substantial part of
the revenués of the agreeing provineial gov-
ernments would enable them to plan their.
developmental programmes with greater assur-
ance and. give them a financial responsibility
and freedom of  decision in. the - mattels
entmsted to them by the constltutlon not pre-
v1ously known. In this way also would the
federal system be- strengthened : :

In addition to assuring to agreeing pnovmces .
a  specifically ~and -objectively - determined
annual . revenue, - adequate. In. amount and
stable in character, the arrangement which we
are offering to make with each province should
go a long way toward avoiding the overlap-
ping,. diseriminatory and uneconomic -methods
of taxation which will otherwise result when
the war-time tax agreements expire. Thlough-
out the agreeing p1ov'mces ‘there will be uni-
formity of overall income, and corporation tax
and probably of succession duty rates as well. .
There will be only one ageney collecting such
taxes in these provinces and any differentials
in the overall rates as between agreeing and
non-agreeing provinees should not be of major
proportions. - :

. The proposed arrangements ‘represent, I

made under present condjtions towards an
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efficient system of income, corporation-and
succession duty taxation. The way in which,

. and the rates at which, these taxes are levied
have such a bearing on enterprise, on the
incentive to work, and on national income
that I would urge ‘every province to give our
offer the most careful consideration. There
are, of course, additional and substantial bene-
fits which ean only be achieved if and when
this interim arrangement can be made with
all provinces. Only then will the dominion
be in a position to implement its undertaking
made at the conference to reduce the element
of double taxation on distributed corporate
earnings, which has a tendency to discournge
risk-taking investment.

Perhaps a more important point is that if
and when tax agreements can be made with all
provinces and the dominion has e\cluswe use
of the three tax fields in question, it will be
able to co-ordinate the management of these
taxes with its employment and economic
policy as a whole. If I may quote from what
I said to the conference on May 1 last,
“social justice requires that these progressive
taxes be used to the fullest extent possible;
cconomic common sense requires that they be
limited .to rates that will not stop people
working hard and taking those risks which are
necessary if we are to produce effectively and
make progress. It requires the most careful
judgment to balance these confliciing con-
siderations under all the changing economic
conditions and political pressures which a
modern nation must face. Yeb success is vilal
if we are to maintain employment and
economic progress. Success would be made
very much more difficult, and ‘perhaps impos-
sible, if it required the joint action ‘of ten
governments rather than one. The dominion
is prepared and is best able to carry the
responsibility of seeing that these progressive
taxes are fully used, but not used so much
that they do more harm than good. If, how-
ever, the provinces are also in this field, there
will be a natural tendency for them to take'a
narrower view, a purely financial view, and

- to force the total of their taxes and dominion
taxes to uneconomic levels. If, for example,
experience showed that the corporation
income tax, at some time in the future, was
so high that'it prevented the proper expansion
of industry and employment in the nation as
a whole, in the judgment of the dominion
government, it would be proper to reduce it;
but if the provinces were also ‘using that tax,
some of them, if not most or all of them,
would: be likely to raise their corporation taxes
to take advantage of the reduction made by
the dominion. The provinces might feel, quite

rightly, that they could not afford to take as
long range'a view ‘as the dominion, and- if
they were in need of revenue, they would prob-
ably find it difficult to reduce their taxes or
to refrain from increasing their taxes because
of the possible effects upon genéral employ-
ment and economic development in the coun-
try as a whole. This argument would be
especiully strong in times when employment
and incomes were dechnmg and when vigorous
efforts were needed ‘to encourage private

" expenditure and the expansion of industry.

In such times, provineces would naturally be
faced with declining revenues in other ﬁelds,
and would be understandably reluctant to join
in a programme of reducing income or profits
taxes which however beneficial its long-run
effects might be, had the immediate result of
reducing substantially the revenues on which
provincinl expenditure depended.”

Tor the information of the house I may say
that I am mailing tonight a letter to the pre-
mier of each province, outlining the offer
which I have just described and discussed.

It will be desirable if those provincial gov-
ernments which wish to enter into such an
agreement indicate their acceptance at an early
date. Arrangements can. then be promptly
made for getting the agreements into a final
form agreeable to all provinces which propose
to sign. In some cases special arrangements
to take care of special circumstances will have
to be made. Tor instance, it is understood
that the western provinces may not wish to
sign a new tax agreement until a collateral
agreement lias been reached in regard to the
refunding of their outstanding treasury bill
indebtedness to the dominion. In the case of
New Brunswick, Nova Scotia and Prince
Bdward Island, should they desire to accept
the present proposal, it might also be neces-
sary to consider an extension for a few months
of the present war-time tax agreements which
expire on October 31, November 30 and Decem-
ber 31 next respectively, if the necessary auth-
orizing legislation in respect of the annual
payments cannot be prepared in time for
enactment at the present session of parlinment,
These and other matters of a similar kind will
be the subject of discussion with representa~
tives of the provineial governments concerned.
It is my ‘hope, however, that all points of
principle can be agreed upon in sufficient time
to submit the necessary leglslatxon to parlia-
ment at an early date.

The lhouse will have noted that the proposal
I have outlined is limited strictly to matters

- of finance and taxation. That is an inevitable

result of the failure thus far to achieve agree-
ment with the provinces. Tt is obvious that
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. .the dominion cannot, for instance, assume
responsibility for unemployed employable
persons in -some provinces but not.in others.
Nor can it introduce the over-all plan of social

security we had contemplated. without at the .

same . time reaching a sa.tlsfactory finaneial
agreement with the provinces. Several of. the
major objectives of the comprehensive domin-
ion proposals which were announced last
- August must therefore be held in abeyance for
the time being. They remain, nevertheless, an
essential part of the programme of this gov-
. ernment. We continue to be ready fo proceed
with these or similar measures as and when
arrangements’ can ‘bé" worked out ,which will
enable: us to carry them out satlsfactorlly
We earnestly hope that those who' have it in
their power to make agreement possible will
-not long delay.in- maklng it p0331ble to con-
summate the objectives we have in mind.-

Obviously, the interim programme whlch I
haye outlined will . represent not an ideal
solution but only a second best. It is, how-
ever, the only solution which at the moment
appeare. to be practicable. . Moreover, it, is;one
whichi is capable of growth Several plovmcee
will, we hope, be prepared tG enter into an
agleement at once. 'Others may do so next
year or'the year after. In dile time we expect
that all provinces will see that it is to their
ddvantage to enter into the agleement How-

ever, any province' which believes, as I think -

- erroneously, that such an- agreement would
weaken. autonomy .or lead to undesirable
centralization, or would for any other reason

" be against 1ts best 1nterests will be perfectly |

. free to remam ‘out of the avreement and deal
with -its own problems in its own way. “We,
for- our ‘part however, believe’ that unanimous
*agreeme‘nt i the effective way to assure full
.-eniployment; 4 high standard of 1living, and'a
wide ‘measure of social -security’ for the
Canadnan people R i :

PERSONAL INCOME TAX .
I wish now to speak in more detail of the

“tax on personal ‘incomes. As I have already .

said, we are proposing a substantial reduction
in rates under this' tax, effective from Janu-
ary 1, 1947, In addition we are. proposing a
thorough reorganization of the whole strueture
of this tax. Our personal income tax is now
unnecessarily - cumbersome, "1n part because

the refundable tax requirement, though obso-,

lete, is still a part of the basic tax law, and in
part because it has beenh  necessary as an
interim measure to introduce a supplementary
rate schedule in order to remove the duplica-
tion of benefit between family allowance. pay-
ments and income tax allowances for the same
Ghlld It will also be recalled that our incomie

664114

tax in its:present form embodies two separate
taxes, namely, the normal tax, which developed
from: the national defence tax, and the gradu-
ated:tax: 1Bach of these taxes has it own sef

of allowances and .credits, which are a blend -
of deductions from income and credits against , .
tax, Not only is the tax structure itself com-"
plex but as the house well knows' its drafting:

leaves much to be desired. We have already

begun through an lnteldepaxtmenta.l -commit-

teo a much-needed re-writing of the entire

‘statute but this process will not be brought to

completion in time for action at the present
session of parliament, However, the amend-
ments whxch I am about to outline will not
only” “refléct. a radicdl revision and 51mp11ﬁca~
tion of the present pattern of the intcome tax
but also offer an important instalment in the

‘process of re-writing and clarlfymg the legisla-

tion- itself.

*Thé' exemption hmlts urider the present tax

are $660 for single persons and, in effect, $1,200

~ for married ‘persons. As-a major part of the

present revision we are proposing that- the

-exemptions be raised to:$750 for single persons,
.and 81,500 for married persons.without- depen-

dents.. ‘This -measure, taken .in conjunction

with the ploposal I shall .make {n.a moment

revardmg allowances - for dependents will
remove entne}y from® the -income tax roll

‘between 550,000 and 600,000 taxpayels, or
. about one-quarter of’ the plesent ‘number.
- The proposed exemptions will be. in the form
“of deductxons from income-in the manner ‘of

the pre-war exemptions, and the $1, 500 deduc-
tion will replace- thé combined income’ deduc-
tion' of $660 and. the tax crédit of $150 granted
the married man under the plesent law.

I'am aware of suggestlons made by’ persons
who may not.be familiar .with ‘all the fagts,
that the exemption limits ‘be raised to '$1,000
for single persons and -$2,000 ‘for married,” or
even to $1,200 ‘and $2,400.- We have c‘arefully
examined these, and other suggestions and
have come to the conclusion that exemptions
of $750 and $1,500 are as high as can be
reasonably proposed  under present cncum-
stances.

In the first place, we must still raise’ Very
la.rge amounts of revenue. Even if ‘no tax

‘reductions were made, our revenues will fall
- considerably short of our expenditures and far

short of our total financial requirements for
the current year. Moreover, as I have out-

‘lined, there is already a great excess of pur-

chasing power and we must not add unneces-
sarily to it. In-addition to these immediate

* considerations, we must bear in mind that

the government and parliament face a post-
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war period in which events are likely to move
swiftly ‘and in respect of which we have
-accepted a large measure of responsibility for
maintaining high . employment. Under the
circimstances we cannot afford to reduce our
revenues too drastically. :

Secondly, we are. all, I believe, agreed that
the income tax is the fairest and best tax on
which to rely for the bullk of our revenue.
"More than any other, it takes ability to pay
properly into account. We must, I consider,
rely upon it as heavily as we can, subject to
the limits imposed by its effects on incentive
and efficiency. This applies as well in the
lower brackets as in the higher. We cannot
secure proper equity and falr treatment if
the exemptions from income tax are so high
as to exclude most of those receiving incomes.
It is just as important to be fair in the dis-
“tribution.of taxation between persons earning
81,500 and $2,400 a year respectively as it is
between these persons and those earning
$5,000 or 810,000 a year. I have said that we
‘cannot afford to reduce our rvevenues beyond
reasonable figures. In these circumstances,
"if we raised unreasonably the exemptions for
.the income-tax, or lowered the rates of incomne
tax too drastically, we would only make it
‘necessary to impose otlier less equitable, even
regressive; forms of taxes. '

Comparison of our proposed exemptions
“with those of other countries indicates clearly,
I believe, that the figures now proposed ave
as high as Canada can reasonably go. The
snggested exemption of $750 for the single
person compares with one of 700 in Australia
and New Zealand, of $500 in the United
States, and of $490 in Britain. Similarly, the
proposed exemption of $1,500 for a married
person compares with $1,077 in New Zealand,
$1,000 in the United States, 3931 in Australia,
and $800 in Britain. In addition, Britain,
_ Australia and New Zealand have substantial
social security taxes which apply at much
lower levels than the exemptions I have given
for income tax alone. )

We are, I believe, fortunate in being able
to afford after the war income tax exemp-
tions as high as three-quarters of what they
were before the war, despite.the enormously
heavier burdens which the war has thrust
upon us. The amount of revenue that can
be raised, indeed the amount of income to
be taxed, in the higher brackets is dis-
appointingly small. If we are to take a
serious view of our financial responsibilities

in this house, we cannot, I believe, urge such
extravagant exemptions in our income tax
as to lead inevitably to other less fair and
open measures of taxation.

As a companion measure to the increase in
the basic exemptions for 'single and married
status, it is proposed that the present tax
credits of $28 allowed against normal tax and
880 allowed against graduated tax for depend-
ents of the taxpayer be replaced by deduc-
tions from income, and that the temporary
measure by which family allowance payments
are now adjusted to ‘the income tax allow-

.ances for a child make way for a solution

that will be simple and permanent. It will be
recalled that under the present method of
adjusting the tax of a parent in respect of
whose children family allowances are paid,
the parent is allowed to obtain both the
family allowance and the income tax credits
for the same child, but an amount of the
family allowances corresponding roughly to
the value of the income tax credits for the
child must be repaid to the government. This
method of adjustment requires that eacl: tax-
payer receiving family allowances mwust report
the amount of such allowances to his employer
in order that his tax deductions be adjusted
accordingly. This method is cumbersome and

“¢complicated for the taxpayer, the employer

and the income tax administration.

To overcome these complications, it is now
proposed to allow a single, simple deduction
from income of $100 for each child eligible to
receive family allowances, and to regard all
taxpayers having such children as receiving
the family allowances for their children, Ior
other dependents not eligible for family allow-
ances, there will be allowed a straight deduc-
tion from income of $300. This step will
provide a workable and permanent solution
and at the same time will preserve the
principle approved by this house when the
Family Allowances Act was passed, namely,
that a taxpayer who received family allow-

- ances for his children would not also receive

a full allowance for the same children under
the Income War Tax Act. The value of a deduc-
tion from taxable income of $100, plus the
family allowauce, will exceed the eqivalent of
a $300 deduction from income for nearly all
taxpayers, particularly in the lower brackets,
where the exeess is considerable.

I should make it clear that this proposal
assumes the universal payment of family
allowances to all taxpayers with eligible
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children from January 1, 1947 A taxpayer
with a child eligible for family allowances will
be assumed for purposes of income tax to

have received family allowances, and will be-

given the deduction from income of only $100
in respect of such child. Taxpayers who are
not = now
children eligible for them should make appli-
cation for them to commence in the new year
when the proposed measure: will take effect.

We are. also proposing a complete over-
hauling and simplification of the rate schedules
and- a substantial reduction in tax ‘liability.
The present normal tax, the. graduated tax,
the formula for calculating the refundable
portion whieh is no longer collected, and the
family allowance recovery tables will be re-
placed by a single schedule of graduated rates
applying on the excess of income over the
new exemptions. Under the new schedule the
initial rate will be 22 per cent on the first
$250 of income in’ excess of the exemptions,
the next rate will be 25 per cent on the

following $750 of income, the next 28 per

cent on the next $1,000, and thé rate will rise

gradually until a rate of 85 per cent is reached
on' income in excess of $250,000. The invest-
ment income surtax will be’ retained at the

Present and‘Pr;)p‘o'sed 1947 Income Tax

Lo Single Person

claiming * family allowances for

rate of 4 per cent, but as a measure of allevi-
ation for the lower income groups the ex-
"emption for this tax which is now $1500, will
be rdised to $1,800. :
In revising a tax structure so com'phcated ag
our present one,. it has not been possible to
assure that all taxpayers will receive the same
relative amount. of tax relief. We have how-
ever, fried to make the new schedule as fair
“and equitable as possible. As I have said,
something over 550,000 persons now paying
income tax will be wholly exempt under the
new law. For taxpayers immediately above
the new exemptions, the reduction in tax
under the new schedule is of the oi‘der of 50
per cent’ to 75 per cent, and this scales down
to about 10 per cent to 15 per cent for the
majority of taxpayers. :
To illustrate in detail the effect of the new
exemptions and rates, there have been pre-
pared tables comparing the present and the
proposed tax at selected income levels for
single persons, married persons without
children, and married persons with " two
children receiving family allowances. I shall
now place these tables on Hansard for the.
information of hon. members’ and the publie
at large.

.

Marrled person—No children

: . ' Proposed : - Proposed
Income 1946 Tax 1947 Tax 1946 Tax 1947 Tax
$ % $ B $
700 ...l NS | — e — —
] 25 - — — —
1571 R C 49 22 — —
1,000 ..viviiiiinanns 77 55 — —
L2560 oieeiniiinenns . 140 118 14 - —
1500 ity 208 180 84 —
2,000 .i..i.ieeiinies., 870 313 194 118

2,500 Liiiiiiiieiins 526 453 337 243
3,000 ...l 692 503 . 491" 383"’
4,000 ...iiiieiiiein.s 1,070 896 . 810 663
5,000 .ii e 1452 1,208 1,158 978
THO0 e 2,405 2,058 2,117 1,793
10,000 .....e.eieaaenis 3,622 3,038 - 3,160 2,728 -
20,000 ...iiieiininnnn. 9,264 7,900 8,634 7,488
80,000 . ..iiiriniinais 15,453 18,400 14,655 12,988
BO000 .....iiieininnnn 29,319 26,001 28,185 25,641 .
TB,000 ouvueniriaiians " 47,953 - 43,515 46,399 42,001 .
100;000 .uerrreniniinnen 67,483 62,016 65,509 61,491
200,000 ...ii.eeeantens 149,776 143,441 146,122 : 142,841

-~ Note:

In caleulating the above taxes lt has been assumed.that all incomes up, “to $30,000 are

" entirely earned incomes, and. that incomes of more than $30,000 include earned income of that
amount and addltlonal investment ineome to make up the total.

66411—43
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Married Person with Two Children of Family Allowance Age

The table Lelow compares the position of a taxpayer with two children of family allowance
age under the new tax rates and the new treatment of family allowances proposed for 1947 with
his position in 1946. To make this comparison the combined effect of the receipt of family
allowances and payment of income tax mmst be shown in each year. This combined effect is
shown in the columus headed “Net Position”, Plus figures in this column indicate that the
amount of the family allowance exceeds the amount of income tax payable by the amounts shown.
The other figures indicate a net liability after offsetting tlie family allowance against the income
tax. Comparison of the “Net Position” fignres for 1947 with those for 1946 will give the taxpayer
-the net improvement in his position in 1947, reflecting either an increase in net benefit or a
reduction in net liability. This computation assnmes a family allowance payment of $72 for each
child, which is the average payment under the family allowance scale.

Position in 1946 Position in 1047
’ Income TFamily Net . Income © Family Net
Income tax(a) allowance position tax allowance position
- . 3 $ $ o 3

1,300 ........ 14 144 -+130 — L 144 +144
1,500 ........ T 42 M4 4102 . L= 144 +144
L7650 ........ . 80 144 464 11 144 -+133
2,000 ........ 141 144 +3 - 68 144 +176
2,250 ........ 216 144 72 130 144  +14
2,500 ........ 276 144 ’ 132 193 144 49
2,750 ........ 338 144 194 257 144 113
3,000 ........ 403 o144 : 259 : 327 144 183
4,000 ........ 561 — 561 607 144 463
5,000 ....... . 892 = 892 : 911 144 767
7,600 ........ 1,809 — : 1,809 1,725 144 1,581
10,000 ........ 2,811 L —- 2,811 2,647 . 144 2,503
20,000 ........ 8,285 — ' 8,285 7,378 - 144 7,234
30,000 ........ 14,305 T 14,305 12,878 . 144 12,734
50,000 ..... oo 27,835 — 27,835 25,621 . 144 25,377
75,000 ........ 46,050 — 46,050 42,851 . 144 © 42,707
100,000 ........ 65,160 — - 65,160 61,351 144 . 61,207
200,000 ........ 145,772 —_ 145,772 142,681 144 142,537

(a) Includes the family allowance recovery where the family allowance is shown in the next
column. It is assumed that family allowances are not generally now received above the 100 per
cent recovery rate. In any case where they are received to obtain the correet amount of present
income tax the full amount of the family allowance should be added to the figures shown in the
first column for incomes of $4,000 and up. The net position woulgj, however, be unchanged.

Note: In calculating the income tax payable it has been assumed that all incomes up to
$30,000 are entirely earned incomes, and that incomes of more than $30,000 include earned income
of that amount and additional investment income to make up the total.

The overall effect of the proposals I have revenue in the current fiscal year will not
outlined will be to reduce income tax revenue be large—it is now estimated at about $25
in a full year, assmmning the present level of million. -
incomes, by approximately $143 millions, or In addition to the overall revision of the
about 23 per cent, and will involve the pay- personal income tax structure I have just
ment of additional family allowances in the . outlined I am proposing several other amend-
amount of 812 millions per year, making a  ments in particular previsions of the law. One
total cost of $155 million, about one- of these affects the taxation of husband and
quarter of our expected revenue from this tax  wife where both have incomes of their own.
before the proposed reduction, This jllustrates  Prior to 1942 where husband and wife each
the thorough-going character of the revision had incomes in excess of the exemption limits
and the importance of the reductions which the husband lost the marital allowance and
we are now wnaking. It will be recalled that he and his wife were taxed as single persons.
the reduction now proposed is to be added to As a means of encouraging married women
the flat 16 per cent reduction in income tax to take employment in war time the law was
rates announced in last year’s budget. How- amended in 1942 to allow the husband to Te-
ever, because the new rates will take effect tain the marital allowance if his wife’s income
only as from January 1 next, the loss of represented earnings received from an employ-
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ment. I am ‘now proposing -that effective

January 1, 1847, we return to the position as-

it ‘stood ' prior: to the enactment: of - this war-

time measure, with the result that in:1947 a’

husband and wife each having incomes in

excess of $750 \v1ll each be: taxed as a smgle )

person,

I am also ‘proposing a fmther change that
will ‘place the taxation of husband and wife
on & .more equitable basis than it has been in

the -past’ and bring our law into closer con-"
formity ‘with” that of other countries. "The-

effect of the change I am. 1ntroducrng will be
that when’ a taxpayels wife has ‘income’ of
her own '‘in' excess of, $250, the marital

allowance of $1,500 claimed by the husband -
will be reduced by the excess of his wife’s-

income over'$250. This rule will apply where
the w1fes income’ is’ $750 or less. " If her

income is in ‘éxcess of that amount, as I stated
a moment ago, the husband and w1fe will be’

taxable as single persons on their own'separate
;ineomes If-the wife’s. income is less than

$750, “then the  husband “may ' claim the -
married allowancé of $1,500 but ke’ must reduce -
the ‘81,500 by the’ amount by, which his wife’s

income exceeds $250. . In effect, t.he husband
will be given the full marital allowance,” which

is granted ‘in. consideration of his  wife’s de- .

. pendence on him, only when his wife’s income
does ' not exceed $250 a year. When the
wife’s income exceeds this amount, however,

the ' $1,500 “allowance granted the ‘husband is
reduced’ in' propoition’ to the excess of her
This amendment w1ll'

income over $250.
apply from January 1, 1947,
There are ce1ta1n minor* amcndments wlnch

" I should like ‘to fention now without, how-

. ever, giving complete details regarding” them.
For examp]e,_after January. 1 of “next year
members of the armed forces will be treated
for tax purposes on the same basis as civilians
except those outside the 'western hemisphere

who ' have ‘not by ‘that time gone ‘into tHe

permanent force.
relating to the merchant mamne will be W1th-
 drawn at the' end of this year.

Also, .the spemal provisions

During last year’s budget debate T said that:

the government would give sympathetlc con-

sideration to the su‘rgestlon that farmers and,

. fiskiermen whosé incomes tend to fluctuate
Wrdely from year to year should be permltted
“to pay tax on the basis of their average income
over.a perlod of years, We are now prepared
to. propose a plactlcal method ‘of putting the
averaging - principle into effect for these par-
ticular groups of taxpayers.

The proposal involves giving the farmer or
. fisherman the benefit of having. his income
taxed on.the basis of a:.three year. moving
average...

For the year 1946 and subsequent-

' advantage to. do so.

years, all farmers and ﬁshelmen who wish to

take advantage of the right to average their

" incomes for. tax-purposes over.:a'-three-year.:

period will be’ required to file returns each
year whether or not they have taxable
incomes. In 1948, all farmers and fishermen
who have made returns for 1946 and 1947 will:
be entitled to average their incomes for the
three years 1946, 1947 and 1948 and to pay in
respect of 1948, not the .tax for that year, but
the tax which would have been payable over
the three-year peuod had they earned .the
average income in each.of the. three years less
the amount of fax actually pald in .respect of
1946 and 1947. This means, of course, that in
some cases the farmer or ﬁshelman may be

entitled to.a refund in respect of 1948 of.some’, .

of the taxes he has paid in 1espect of 1946 and
1947,

There wxll be no compu]sxon on a faxmer or
fisherman to accept this method of calculating
his tax but it ‘will almost celtaxnly be to_ his

I-ghall outhne the ‘method in more detail.

" Another, pxoblem affecting farmers to whlch ',

a great deal of consideration has.been given is

“the treatment of ‘the “basic -herd”’in.the case . |

of a live.stock farm or a ranch. The Depart-
ment of National Revenue has, I believe, been

'followmg the practice of allowing ad]ustments
of income over. the preceding five-year-period = -
in the case.of abnormal dispersal or liquidation - .
sales., The general adoption of the three year, -
forward ayeraging ‘system which I have, ]ust'

announced should be -of great assistance in
more normal cases where a live stock herd is

being .maintained but annual live. stock_sales,
:Several sug-
gestions. for carrying the basic herd principle -
further have been made and in this conneetion .
I must acknowledge .the  help ‘received from-

may vary from year, to year.’

various members. "‘Most of thess, however,
involve malntenance of the farmer of account-
ing lecords of greater or- less, complex1ty and
whether they will prove practicable from the
standpoint of both the farmer and the tax

. admmlstratlon is a matter wluch will have to. -
be worked out by the administrative officials.

in- consultation with the Depar tment of
Agncultule

. These are ¢ertain other amendments whxch
I can only .mention.

detexmlmng the tax. exempt portion of pen-

sions’ received from pension trust funds form- .
erly under section 5 (1) (h). of the act, and a~
change will ‘be made-in the method of taxing .
lump ‘sum- payments - frord . superannuation:

T say .this in ordér to
impress uptn both farmels and ﬁshe1men the '
importance of making returns each year from -
now on. When the committee stage is reached,”

An’ alteinative -formula -
to that now.in the law will he - provided . for °
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funds, other payments received on retirement
and payments received for loss of office, A

method will be adopted for spreading the

return from the sale of literary, dramatic, mus-
ical or artistic work over the period in which
the author was engaged in its composition.
There will also be a revision of the present law
as it applies to a person resident in Canada
for only a part of the taxation year, and finally
there will be an amendment providing that
where an elected member of a provincial leg-
islature is paid an allowance for expenses ineid-
ental to the discharge of his duties the allow-
ance will be deemed not to be taxable income
to the extent of not more than one third of
the aggregate of his normal sessional indemnity
as & member and the expense allowance.

CORPORATION INCOME TAX AND EXCESS
PROFITS TAX .

Turning to the taxes on corporations and the -

profits of business enterprises, the house will
recall .the ‘general reduction I announced a
few minutes ago when referring to the imple-

mentation of our obligations under the war-.

time tax agreements. Under those agreements
the dominion’s specific obligation is “to reduce
its rate of tax on corporation inecomes by at
least' ten per cent of such incomes” To-day
the ordinary corporation income tax is 18 per
cent and there is also a minimum tax on all
- corporate incomes of 22 per cent under the
Iixcess Profits Tax Act," making an aggregate
flat rate tax of 40 per cent. In addition, the
-excess profits tax takes 20 per cent -of any
:income in excess of 1162 per cent of standard
wrofits. The ‘proposal we are now making is to
weduce the flat rate tax from 40 to 30 per cent
and to make it all corporate income tax rather
than an aggregate of the two types of tax.

I had hoped to be able to annownce in this
budget the repeal of the Excess Profits Tax Act,
in its entirety, effective as of January 1, 1947,
As I explained last year, this tax was designed
as a war measure and has received over-
whelming support as a necesasry instrument
of war finance, but it has distinct weaknesses
and limitations in normal times and is not to
be accepted as a permanent part of our tax
structure. Ixperience, however, has shown
that we are still living in highly abnormal
times, the shadow of the war is still upon us,
and as I have shown the financial burdens on
the dominion budget arising out of the war are
still of huge proportions. After careful con-
‘sideration the government has reached the
conclusion that the act should stay on the
statute books for another year unless provision
is made at the next session of parliament for
its earlier repeal. However, we are proposing
that it be further amended in such a way as

(1) to make it apply solely to corporations,
thus releasing from its provisions all partner-
ships and sole proprietors; and (2) to reduce
the rate of tax applicable to excess profits
from 20 per cent to 15 per cent,

These changes in corporate income and
excess profits taxes are estimated to result in a
reduction in tax revenues of $135 million for

the full year 1947. However, as bhey are to -

become effective only in respect of profits
earned or deemed to have been earned after
January 1, 1947, the loss in revenue during the
present fiscal year is likely to be small,
perhaps of the-order of 85 to $10 million..
Certain minor amendments will also be
made affecting the 'corporation income tax
and the excess profits tax. One of these relates

to the provision introduced in 1944 for per-'

mitting half the expenditure on maintenance
and repairs in an early post-war period to be
charged back to the income of the war period,
in order to compensate for maintenance bhat
had to be deferred under war conditions and
which had thereby increased artificially the
income subject to excess profits tax. For
reasosn which will- be discussed when: the
resolution is reached in committee, the time
has not yet arrived when we can proclaim the
period in which this provision can be applied,
and we propose to vestrict its use to those who
have paid tax on profits in excess of standard
profits. o

Other minor amendments to corporation
income and excess profits taxes will provide
for the extension for another year of the tax
credits now granted in respect of exploration
expenses incurred in the petroleum, natural
gas and mining industries, with an adjustment
in the amount of the credit appropriate to the
reduced rate of corporation tax and an exten-
sion of a tax credit for expenditures incurred
in deepening an existing oil well. The exemp-
tion from excess profits tax given -certain
classes of mines will be continued and exemp-
tion will also be granted from one-half the
30 per cent rate of corporation income tax
on the first three years’ operations of mines
of this.class coming into production in the
three year period commencing January 1,
1947. The special limitation on the deduct-
ibility of charitable donations in computing
the taxable income of corporations will be
rescinded with respect to fiscal periods ending
after June 30, 1947, and certain adjustments
will be made in the taxation of investment
trusts  andi  non-resident-owned investment
corporations.

TAX TREATMENT OF CO-OPERATIVES

I come now to the tax treatment of co-
operatives. Hon. members will reecall that in
November, 1944, a commission wunder the
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chairmanship of Mr, Justice Errol MeDougall
of the court of king’s' bench, Quebec,
. was appointed to inquire into this thorny
question, and that the commission made
its report a very short time before the
presentation of .last year’s budget. Accord-

ingly, it was decided to defer action until there

had been an opportunity, for all concerned
to give the report thorough study.

T am now in a position to say that in general

the government accepts the commission’s
report as the basis of its proposals with respect
to the taxation of trading cooperatives, credit
‘unions and mutual insurance organizations.

The first recommendation of the commission .

is that we should repeal section 4 (p) of the
Income War Tax Act, the section which was
inserted in the act in 1930 to authorize an
exemption for specified classes of cooperatives
under certain conditions. The- reasons for
"this recommendation are surmmauzed in the
report as follows:

As a result of the ambiguities of language
and the difficulty of administering the section,
and because we are of the opinion there is no
general class or group of cooperative associations

in Canada to-day: whose' income should ‘be de-
clared not to be liable to taxation, we are of

the opinion that the section in_its plesent form‘

cannot survive: the attacks made upon it

. The government accepts thls wcommenda—
" tion and, accordingly, Proposes that section
4 (p) be repealed., . Appalently the seetion

has little or no valie in any case, for what-

ever the original intention of parliament may
have - been, :the methods -of doing business
followed by our otdinary types of cooperatives
"are not such, in the opinion of-the law officers
of the crown, 2s to enable ‘thei. to secure
exemption under this section.

" The commission recommended in effect that
cooperatives be placed in a position of tax
equality with other forms of business enter-
prise. This principle is sound but it is by no
means easy to-apply. What is the taxable
income of a cooperative? There may be
some cooperatives which so conduct their
affairs as to have no taxable income within

the meaning of the Income War Tax Act. -

There may be others which so conduct their
affairs as to have a very limited: income within

the meaning of the act. There are, moreover,-

a variety of payments in proportion to
patronage, which for want to a better term
I shall call patronage dividends, the status of
which is by no means clear. Let me quote a
passage from the 1ep01t of the McDougall
commission

the (cooperatlve) association is, to some
extent obligated to make return to the mem-
bers in proportion to patronage. These returns
resemble in part an ordinary puce rebate or dis-

count. Howeve1 their amount is affected by the
efficiency of management of the association and a
variety of unpredictable circumstances beyond
its control. It may be affected also by revenue
from the investinents of the association in bonds
or other securities. It may be influenced as well
by the policy the association follows with respect
to engaging in business with non-members and
granting patronage returns to the latter, On
the other hahd, if satisfactory refurns of this
kind are not made, it is probable that the mem-
bership and the business of the association will
decrease, Hunctionally, then, the so-called pat-
ronage dividends may par take of the nature of .a
return of profits fo the members, or a return
of excess charges, or a return of mvestments or .
an.expense of the association,

While it will be seen that the commission
recognized the complex and ambiguous charac-
ter of these so-called patronage dividends, it
toolc the general position that such of these
payments as are made readily ‘available to
the meinhers or customers shotild be considered
income of the members or customers and not
of the cooperative association. To avoid dis-
crimination it-advised that a similar attitude
be taken towards patronage dividends distri-
buted by ordinary companies, partnershxps or
individual business enterpuses !

These sunp}e rules for the tax treatment of
patronage dividends would appear to.offer the
basis of a reasonable solution for an extremely
vexatious problem. It will be observed, how-
ever, that they involve a departure from one
of the cardinal punclples of our tax system,
for they recognize as a deductible item a
distribution which represents in some cases
and to some extent at’ least, as the commis-
sion pointed out, a distributioli of trading
profits. In-other words, if all distributions
in : proportion ‘to: patronage are.wholly freed
from :tax, a' cooperative association or- an
ordinary company..could reduce the taxes it
mlght otherwise have to pay by distributing
its income .in one form rPather than another,
for example, in the form wholly of patronage -
dividends which would.be non-taxable rather
than in the form partly of patronage divi-
dends and partly of dividends on share capital
which are taxable. The trading cooperative
which recognized an obligation to pay interest
or dividends on its capital prior to the distri-
bution ' of patronagé dividends would under
such conditions pay ‘a greater proportionate’
tax on ifs income than-the trading cooperative
which did not recognize such an obligation.
It will be agreed that a tax law having such
a discriminatory effect and ‘which -could be
used to reduce taxes that would otherwise .
be payable under our la,w is to be ‘avoided if
at all .possible. -

One possible alternative would be to - dis~’
pense with any special legislation with regard
to these so-called patronage dividends, relying
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on appeals to the courts to establish the status

of ‘the payments under the general tax laws. -

But this might mean prolonged litigation
during which - cooperatives and other com-
panies would be in a very unhappy position
and it is doubtful whether in the end any
prineiples of wide and ready application would
be established by the courts.

After careful consideration, the government
has, therefore, come to the concluswn that it

It is proposed that this provision relating
to the deduetibility of patronage dividends
shall come into effect for taxation years end-
ing in 1946. . ,

The first step in determining the tax liability
of a cooperative or any other company will
therefore be to compute its taxable income
in the ordinary way. In this computation the

cooperative or company will continue to ‘be

should accept the commission’s recommenda-"

tion- that patronage dividends and similar
payments be treated as a deduction from in-
come subject to one relatively minor limitation
designed to avoid at least some of the dis-
eriminatory effects I have mentioned. The
limitation is this: that no company or associ-
ation shall be able to go so far in its
distribution of tax-free patronage dividends
as to reduce its taxable income below a
reasonable return on capital employed in the
business. This reasonable return will be defined
as three per cent on the capital employed, in-

able to elaim as an expense payments that
are found to be enforceable obligations of the
cooperatives and not profit-sharing distribu-
tions. Having determined its taxable income
the cooperative or company will then be able,
if the proposed amendment is adopted, to-
deduct distributions in proportion to patron-
age paid out of income in that year subject .

. to the limitation I have outlined above,

cluding borrowed eapital, less the interest paid

by the company or- association on bouowed
capital that is alowed as an expense in the
computation of the taxpayer’s income. The

The government agrees with the commis-
sion that to qualify as a deduetion from tax-
able income, patronage dividends should be -
paid shortly after the end of the fiscal year
and on the same basis to members and
customers alike., Some cooperatives which
finance on the ‘so-called “revolving fund”-

. principle allocate their surplus each year in

principle underlying this rule is that amounts.

set aside out of taxable income to be dis-
tributed in proportion to patronage by a co-
operative ‘or company which does not pay at
least three per cent on the capital employed in
its business contain earnings which arise from
the employment of capital and ought not to
escape tax entirely. Tor many. coopeuatlves
which pay patronage dividends this modifica-
tion of the commission’s recommendation will
have little or no effect, for they already
recognize an obligation to pay interest or
dividends equal to at least three per cent on
capital or retain undistributed income on
which tax will be payable. Share capital with
a limited dividend and with limitation of
voting to one share per member rather than
one vote per share was a characteristic feature
of the plan of organization of the Rochdale
Lquitable Pioneers Society, the real founders
of the cooperative movement. Cooperatives
of this character will usually be able to elaim
the full amount of their cash patronage divi-
dends as a deductible allowance. Any co-
operative which does not set aside as taxable
reserves or pay as interest or dividends a total
amount equal to three per cent of capital em-

ployed; will find itself subject to tax on a-

portion of the amount it had set aside out of
its income to distribute on the basis. of
patronage.

proportion to patronage, but make the cash
distributions in respect of such alloeations. in
a later year. Patronage dividends allocated
but not paid in years subsequent to 1941 will
be ‘allowed as a deduction to the extent
previously indicated in any year from 1946 on
during which they are paid. .

TFollowing the ecommission’s recommendation,
the proposed amendment will also make it a
condition of deductibility for the future that
the cooperative or company shall hold forth
the prospect to its customers prior to the
commencement of its taxation year that distri-
butions will be made on a patronage basis. In
the case of a cooperative, it will be sufficient
that the statute under which it is organized,
its charter, its by-laws or a coniract with its
customers holds forth this prospect. In the
case of any other company, the requirement
will be an advertisement in a newspaper cir-
culating in the area in which the company
does business.

TFinally, the government accepts the com-
mission’s recommendation that newly-formed
cooperatives which commence business after
December 31, 1946, be exempt {from tax for a
three-year period. This concession is intended
to assist only bona fide cooperatives consisting
entirely of individuals organized under pro-
vincial cooperative law going into business for
the first time which do not acquire directly or
indirectly the assets or good will of an exist-
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ing business, and there will be other suitable
safegumdmg prov1s1ons to- assure the  trué
intent of the p10v1s1on.

I am not sanguine enough to beheve that
these proposals will meet with complete appro-
val, either in this house or outside. Some
WIH continue to urge complete tax exemption
for cooperatives or an even more liberal atti-
tude than has been proposed with respect to

- patronage dividends. Others will contend that,

we are going too far in allowing patronage

dividends as a deduction from taxable income
~under "any cir¢umstances. As long as it .is
necessary to retain-d tax on corporate. profits
it will be impossible completely to reconcile
these conflicting points of view. In the mean-
time the best that can- be hoped for is a
reasonable ‘working  arrangement - which
preserves substantial equity between competing
forms of enterprise and safeguards the essen-
tial interests of the treasury. - - ° i

"So far I have been dealing Wxth proposed.

changes in the law to clavify the tax’ position
of cooperatives and patronage -dividends for
.the future.. Even if these are adopted, -how-
ever, cooperatives .and ordinary ' companies
which have been -paying patronage -dividends
during the past few.years will still be uncer-
‘tain: as to their position under the present law.
This is' purely an administrative matter, but

it is so important to the mterests concerned

ag to call for some statement of govemment
. policy.

TFrom 1930, when the section was enacted,
until about 1940 section 4 (p) of the Income
War Tax Act was mterpreted by the tax
officials as glvmg complete- exemption to the
vast ma;onty of cooperatlve .organizations.
During 1640, howeve1 serious doubts were
raised as to the correctness of this view and
in January, 1941, the Department of Justice
was asked for a ruling in the cases: of the
Manitoba, Saskatchewan and eAlberta . wheat
pools. In the opinion of the-department all
three wheat pools are taxable under the present
law. , This opinion was notified to the parties
concerned during 1941 and 1942. Immediately
thereafter the Department of Justice was asked

‘to consider whether patronage dividends - paid .

by the wheat pools, the United Grain Growers
and certain other elevator compames were
allowable deductions in the computation of
income for tax purposes. In February, 1943,
the department gave its opinion that in none
of the cases submitted were patronage divi-
dends an allowable- deduction. .

- In view -of these opinions the government
felt it desirable to bring. the wheat pool cases
before the courts for final determination, and
the Department of Justice advxsed that the
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most practical method of doing so was to issue
an- assessment which the pools might appeal.
This was done. The pools thereupon- appealed
but when. the MecDougall commission was

" appointed furthér proceedings were “stayed.

The commission was not asked to make
recommendations with regard to the- obliga-
tions of taxpayers under the existing law but
it did feel called upon to make 2 general com- ;
ment, ‘which ‘I shall quote:

“One proposal made to us was that any recom-
mendations for taxing cooperative associations
should ‘apply . retroactively. Were -it not that
this point was pressed upon us with some insis-
tence, we would pass it in silence. We do not
regard ‘it as any part of our fumction to make

-any recommendations whicl, if enacted into law,

would affect the rights or obligations of tax-
payers under the existing law. It is the duty
of those charged with the responmblhty of ad-
ministering the Act to apply its provisions as
they understand them, If doubt or uncer tainty
arises, the courts are always available both to
the taxpayer and to the crown to establish their
respective 'rights and obligations. Having te-
gard, however, Lo the ambiguities contained. in
section 4 (p) of the Income War Tax Act and
the resulting (though. understandable), hesitant
administiative prachice in applymg it, we are of
the opinion'that cooperative associations have
so conducted their affairs that great hardship
would result should our recommendations be
made to apply retroactively. ' We also feel that
many .of them would:be prejudicially affected if
the existing law should be interpreted so as'to
make them liable for payment of taxes for the

" period - subsequent to. the enactment of -section

4(p). Believing:as they did, and not discour-
aged in that.belief by the administrative atti-
tude, we venture the hope that those coopcratlve
associations whieh have, in good faith, conducted
their affairs.in.the light of a possxble even
plausible, construction of .the section in questlon
will be accorded relief from payment of taxes on
patronage dividends actually or constructively
paid .to their .mmémbers or customels, gince the
enactment, of section 4 (p).”

In genelal the govelnment aglees w1th the

-position taken by the commission and it pro-

poses, bherefore, to act on the principle of good
faith in assessing cooperatlves which are found
to be taxable under the exxstlng laws. Acbing
on this principle, provision will be made
whereby the income tax administration will
not be required to colleet tax from any co-
operative in respect of any year during which
it had reason to believe it was:exempt and in
respect of which it was led to ‘believe by the
income tax administration that it was exempt.
While this means that 'the . great majority of
cooperatives will ‘be substantially relieved
from tax obligation with respect to years sub-
sequent to-1930, the government agrees with
the commission that. to revive at this late date
tax claims in cases such as those mentioned
above might cause great hmdshlp to hundleds
of small enterprises, :
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As T have indicated, however, there are some
cooperative organizations, notably the wheat
pools, which. have had reason to believe for
some. years that they would be subject to tax.
The administration will endeavour to apply
the same principle of good faith in making
assessments in these cases. To be specific,
the government is willing to relieve the wheat
pools from any liability for tax for fiscal years
earlier than those ending in 1942, TFurther-
more, the government is willing to allow as a
deduction from taxable income patronage
dividends, refunds of excess charges, and simi-
lar amounts actually paid In cash by the
wheat pools in fiscal years ending in 1942 and
1943, but not in 1944 and. 1945 because well
before 1944 these organizations were aware of
the legal opinion of the Department of Jus-
tice. Patronage dividends distributed or set
aside for payment pending settlement of the
tax issue by the private elevator companies
and the United Grain Growers will be accorded
the same. treatment as similar payments made
by the wheat pools, that is, if the wheat pools
accept the foregoing basis of settlement, they
will be allowed as a deduction from income
for the taxation years up to and including
1943 but not for later years.

Under all. the circumstances, the government
believes this is a most reasonable compromise
and offers it as a basis of settlement. If it
is not acceptable to the- organizations con-
cerned, ‘the courts must deteumne the legal
poswlon

Before I leave the subject of cooperatives, I
‘may add that we are dccepting the main
recommendations of .the MeDougall . commis-
sion regarding the taxation of mutual organiz-
ations carrying on the business in Canada of
fire, casualty and automnobile insurance. Such
organizations will lienceforth be subject. to
income tax but dividends on Jor refunds of
premjums to policyholders, whether paid in
cash or. applied against renewal " premiums,
together with- any unabsorbed ~premiums or
premium deposits returned 'to or payable to
policyholders, and any other amount credited
to a policyholder or. subscriber in such a way
that it is exigible by him on giving reasonable
notice may be deducted n computing taxable
income. To prevent discrimination, joint
‘stock companies carrying on the same line of
business will similarly be allowed 'to deduct
dividends pald or refunds of premiums. to
‘policyholders in computing taxable income.
Credit unions which derive their Incomes
primarily from loans made to members and
federations of credit unions will continue to
be exempt from tax. Also the tax free status of

‘tions are concerned.

organizations which derive all their premium
income from the insurance of churches and
schools will be preserved.

APPEAL BOARDS

There is an important announcement I

should like to make with regard to a proposed
new feature of -our income tax system.

As the house is aware, there has been an
increasing demand from taxpayers for a less
expensive and more convenient method of
appeal from income tax assessments. A spe-
cial committee set up in another place to
examine into the provisions and workings of
the Income War Tax Act, has made a carveful
study of the present appeal procedure and
some ' recommendations which are extremely
useful. Their main suggestion was for the
setting up of.a Board of tax Appeals. It is

-proposed to accept this suggestion with certain

modifications. .

The proposed board will be- appomted by
the governor in council and will consist of a
chaivinan, and two assistant chairmen, having
specified legal qualifications, and not less than
three nor more than nine other members. The
board -will be a court of record: and will hear
in various parts of Canada appeals from in-

.come tax asgsessments for the year 1946 and

succeeding years. Appeals may be taken from
decisions of the board of tax appeals to the
exchequer court. The rules of procedure
before the board will be such that taxpayers
will, without great expense to themselves;
have a convenient method of obtaining judicial
decisions in disputed income tax matters.

The proposed board will decide questions
of fact and law in the same manner as any
othier court., It will not, however, have the
power to exercise or review the discretions
vested in the ‘Minister of National Revenue
by the Income War Tax Act. It is proposed
to provide fof the review of these discretions
in a different way.

‘There is some complfun(: about the existing
provisions of the law in so far as these discre-
After careful considera-
tion, the government has concluded that an
advisory board, ‘separate altogetlier from the
appeal board to which I have referred, should
be set up to advise the Minister of National
Revenue upon the exercise of certain of his
diseretionary powers. The house will reecall
that under the Excess Profits Tax Act a board

‘of referees was set up to advise the minister

with regard to standard profits. The govern-
ment’s proposal is to establish an income tax
advisory board, consisting of a chairman and

1ot less than two and nobt more than six other

members, to which a taxpayer may require
the Minister of National Revenue to refer for
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hearing, consideration and advice, decisions
made by the minister in the exercise of speci-
fied discretionary -powers. I may add that
instructions are being given. to, the interde-

. partmental drafting committee to explore
carefully the possibility of reducing the num-
ber. of discretions now vested in the minister
or at least of providing for their exercise
under regulations approved by the governor in
councﬂ

SUCCESSION DUTIES

“The only changes proposed in the Succession
Duties Act are the new schedule of rates and
the provision for the system of tax credits
which I have already described. The new
rates will apply in the case of deaths occur-
ring on or after January 1, 1947, It is estima-
ted that the new rates will yield a gross reve-
nue of $48-50" million in a full year, which
will, of ‘course, be reduced by the amount of
the (}ledltS allowed against the dominion duty
in any plovmce wlnch Wlshes to 1ema1n 1n the
field.”

DXCISE TAXES AND DUTIES

In . the general field of exmse taxes only

minor changes will be made. The tax on cigars, -

for example, will be revised by 1eplac1ng the
present graduated schedule of excise tax rates
by a flat ad’ valorem rate of 25 per cent.and
1edu01ng the excise duty from $3 per thousand
on cigars to §1 per thousand. This revision
will place, the cigar tax on a ‘more equltable
and more efficient basis and will result in a
slight -incréase in revenue. Consequent upon.
the adoptlon of the McDougall commission’s
recommendations in regard to the application
of the income tax to mutual fire and casualty
insurance compames the rates of premlum tax
on the various classes of siuch companies will
be reduced as seb out in the resolutions.

- TARIFF

".Members of the-house will recall that in
connection with- the budget ‘resolutions of last
session I referred to the then impending trade
discussions of an international character and
went on -to state that “the present is not the
time, by isolated or unilateral action, to change
the existing tariff in any particular.” Although

six months have elapsed, I am to-day in much -
the same situation as I found myself in last

November. The proposed international nego-
tiations on -various aspects  of commercial
policy, including tariffs, are still ahead of us.
But the .time-table that had appeared feasible
last fall has proved, 1mp1actlcab1e, having in
mind the large number of govelnments that
have indicated a desire to participate in what
are bound to’be comphcated and protracted
discussions. In the interval there has been a
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quite important change in the setting of the
proposed .negotiations, in. that these are now
directly under the mgis of the united nations
organization, through its economic and social
council. The council has appointed a pre- .
paratory committee for an international trade
conference, on which committee are repre-
senrtedx those countries which intend to take
part’in the negotiations.

In the circumstancés I have deemedJ it in-
advisable to introduce at this time anything in
the nature of comprehensive or important tariff
changes or changes of a type that may soon be
the subject of tariff negotiations with other
counitries from which we may ‘desire and rea~-
sonably expect tariff concessions. Subject to
this general principle there are proposed a
number 6f minor adjustments’in the tariff to
which I need not refer in detail. No increases
are proposed. Some changes are to facilitate
administration, some ‘embody the provisions of
outstanding mders in council passed under the
War Measures Act, some reflect smiall changes
in wording' of items-'resulting: from techno- -

. logical -advances, some affect reductions de-

signed .to reduce costs in cases where'the item
amended- would -have virtually no importance
in trade negotiations and one is related to a
ledluctlon bemg proposed in exc1se dutles
CONCLUSION .
The ploposals which I have now announced
will, it is estimated, result in a.reduction of
our tax revenues by about $254° million in-a
full year under economic conditions similat to
those at present, and an increase in family
allowance payments, directly related to the tax
changes, of $12 million, making a total cost of
$266 million. This does not 'take into account
any further reductions due to income tax and
succession duty credits that will be given to
taxpayers of provinces remaining -in these
fields: These -and- other effects of the offer to
provinces cannot, of course, be estimated until
we know what provinces plan.to accept it,
For the current fiscal year, the tax reductions
and the other proposals I have announced will
have only a relatively small effect on our
revenués and expenditures becatse the impor-
tant tax changes become effective only as of
January 1 next, and’ the new agreements with
the provinces will commence, at least in most
cases, only at the beginning of the next fiscal
year. There will probably be a reduction of
personal income-tax revenue of about $25 mil-
Hon, an increase of about $3 million in the cost
of family allowances, and a decrease in excess

. profits tax and corporate income tax revenue,

taken together, of about $10 million.

The house will recall that on the basis of
‘the present . tax structure I forecast a budget
deficit for the current year of roughly. $260
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million. As a result of the changes proposed
in this budget, the deficit appears likely to be
increased to roughly $300 million. This means
thiat we will be covering nearly 90 per cent of
our expenditures from revenues, a more rapid

approach to the balancing of the budget than-

I expected to be possible some months ago.

While it is too early to predict the situation
in the following fiscal year, that is, 194748, we
may reasonably look forward to a further sub-
stantial decline in our expenditures, particularly
for national defence and for veteran’s benefits,
and as a result of the termination and liquida-
tion of war contracts. There may be some
moderate increases in certain other expendi-
tures and perhaps also decreases in certain
1evenues such as special receipts, but if we suc-
ceed in maintaining high employment and
income we should be able to look forward to

something like a balanced budget in that year.

Of, course, in that year, as in this one, we
shall need to borrow in order to finance loans
and investments. But the scale of our borrow-
ing should be smaller than in the current year.
This year we must finance not only the antici-
pated deficit of $300 million but also the
Inrge programme of loans, advances and invest-

ments which, as I have already indicated, may

involve a sum in the neighbourhood of a bil-
lion dollarxs. While we began the year with a
large cash balance, a considerable portion of
it-was in currencies other than Canadian and
government requirements’ will necessitate a
fairly high cash balance at the end of the year.
Apart’ from refunding or repayment of debt,
borrowing requirements for the year may be
estimated at roughly a billion dollars. This is
a great deal less than the figure for last year
but it is nevertheless a substantial part of the
total savings which the Canadian people and
their institutions will make during the year.
We must therefore continue our efforts to
encourage savings and their investment in gov-
¢rnment securities, including the proposed
Canada saving bonds which I announced last
week. )

In conclusion, I would like to stress one
thought. We Canadians can achieve great
objectives if we can -agree among ourselves
upon those objectives and devote our energies
to reaching them.
what happened in the war., Now that the war
is over, we have an opportunity to select and
to achieve objectives just as challenging, just
as exciting as those of war, but of a construc-
tive and progressive nature. I believe that
the Canadian people, if properly informed, are
prepared to agree, by and large, upon great
peace-time objectives and to devote to their
attainment something of the same spirit and

That is clearly shown by

energy which made our war achievements pos-
sible. It is the duty of all of us in govern-
ment, in business, in labour, in agriculture, to
do all that we can now to make possible that
agreement upon ends and upon means which
will enable Canada in peace to be worthy of
the record of Canadians at war,

INCOME WAR TAX ACT

Resolved, that it is expedient to amend the
Income War Tax Act and to provide:

1. That for the 1947 and subsequent taxation
vears the present zules for computation of
personal income tax be replaced by the follow-
ing schedule of graduated rates:

On the first. $250 of income or any portion

thereof, 22 per cent per annum; or

$55 upon the imcome of $250; and 25 per

cent npon the amount by which the income

exceeds $250 and does not exceed $1,000; or

- $242.50 upon the income of $1,000; and 28
per cent upon the amount by which the .in-
come exceeds $1,000 and does. not exceed
$2.500; or - ’ '
$662.50 upon .the income of $2,500; and 31
per cent upon the amount by which the in-
come exceeds $2,500 and does not exceed

© $4,600; or :

$1,282.50 upon the income of $4,500; and 34
per cent upon the amount by which the
mcome exceeds $4,500 and does not excecd
$6,500; or
$1,962.50 upon the income of $6,500; and 38
per cent upon the amount by whieh the in-
come exceeds $6,500 and does not exceed
$8,500; or :
$2,722.50 upon the income of $8,500; and 42 .
per cent upon the amount by which the in-
come  exceeds $8,500 and does mot exceed
$10,500; or
$3,562.50 upon the income.of $10,500; and
46 per cent upon the amount by 'which the
income exceeds $10,500 and does not exceed
$13,000; or : ;o i
$4,712,50 upon the income of $13,000; and
50 per cent upon the amount by which the
income excecds $13,000 and does not exceed
$18,000; or :
$7,212.50 upon the income of $18,000 and 55
per cent upon the amount by which the
income exceeds $18,000 and does not exceed
$30,000; or
$13,812.50 upon the irzcome of $30,000 and
60 per cent upon the amount by which the
income exceeds $30,000 and does not exceed
§50,000; or
$25,812.50 upon the income of $50,000 and
65 per cent upon the amount by which the
income excceds $50,000 and does not exceed
$70,000; or
$38,812.50 upon the income of $70,000 and
70 per cent upon the amount by which the
income exceeds -$70,000 and does not exceed
$100,000; or :
$59,812.50 upon the income of $100,000 an
75 per cent upon the amount by which the
income exceeds $100,000 and does not exceed
$150,000; or .

- $97,312,50 upon the income of $150,000 and
80 per cent upon the amount by which the
income exceeds $150,000 and does mot exceed
$250,000; or
$177,312.50 upon the income of $250,000 and
85 per cent upon the amount by whieh the
income exceeds $250,000, '
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2. That for the 1947 and subsequent taxatlon
years the followlng deductions from 111eome be
allowed:—

(a) $1,500.in the case of marned persons and

" persons, allowed a’ deduction equlvalent
to that of a miarriéd person and $750 in
the.case of all other persons;

" (b) $300 in the case of depeénderts - not
eligible for family allowances, $100 in
the case of children  eligible for family

 allowauices and amounts. .not . exceeding.
$300 ‘contributed to the support of partial
dependents. -

3. That for the 1947 and subsequent taxation
vears the deduction of $1,500 from the income
of a married person be reduced

.(a) where the spouse has an income of more

- than $250 and less -than $750 by. the:

- amount by which the spouse’s income is
more tlian $250, or

(b) where the.spouse has an 1ncome of more

than $750, to $750 :

whether or not the wife’s income is earned
‘income.

. 4, That in respeet of income earned: after
December 31, 1946, the ordinary income tax
rate for corporatlon income be increased from
18 per cent to 30 ‘per cent and from 20 per
cent, to 32 per cent in a case "where a - company,
and its ‘subsidiaries, file ‘a eonsohdated ‘return, |

'5./That’ the exe ftlon of investment income
for purposes of the 4 per cent tax on investment
income be increased for the 1947 and subsequent
taxation years. from $1,500 to $1,800.

6. That a deduction from bax. be allowed in
the 1946 and subsequent taxation yéars 4o a
tax ayer who resides or ‘is ordinarily resident

(Ea‘anada during only a part of the taxation
yem of a portion of the tax that would other-
wige be payable upon his dincome. during the
taxation year that bears the same ‘relation to
the whole tax as the pe.rmd in the taxation
© year during. which he not resident or

ordinarily resident in Canad't bears to the
whole taxation years - tio!

*7. That. there be est'xbhslled w1th prov1smn
for the expenses “thereof, .an income tax 'appeal
board consisting of "a’ chairman and, two ‘assist- .
ant chairmen havm(r specified legal quahﬁeatlons
and not less than three nor, more than nine
other” members appointed. by 'the. governor in
" Council, as a court of record, to hear,.in ahy

art of Canada, appeals from assessments made
by the Minister of National Revenue in respect
‘of the 1946. and subsequent taxation years and
‘that an appeal may be taken from a decision of
the appeal board to the Exeheque1 Court . of
Canada .

-8. That there be esbabhshed“\wth prowsmn
for the expenses thereof, an income tax advisory
board consisting of a ehalrman and not less
than two nor more than six other members
v appointed. by the governor in couneil to which

a taxpayer may réquire the Minister of National
Revenue {0 refer for hearing, consideration
and adviece a‘ decision to whleh the  taxpayer
objects made by:the Minister in the éxercise of
gpecified discretionary poivers in respect of an
asséssment for the 1946 and subsequent taxa-
tion years.,

9. That for the 1947 and subsequent taxatlon
years, a . taxpayer, other than a corporation or-
joint stock company, may deduet from the tax’

otherw1se payable by him the amount of tax -

on income paid bﬂ im to the government of any
provinee in which le resides not exceeding five

per cent of the tax otherwise’ payable by - him.:

10.. That for the 1947 and subsequent taxatlon
years, a corporation other than a ecorporation
whose income is prnnarlly obtained from mining
or logglng ‘operations ' shall not be allowed to
deduet’ from income any corporation tax as
defined in the existing wartime tax agreements

) pald to the government of a prov1nee

11.. 'l‘hat there be allowed as a deduction from

. income earned after January 1, 1947, of a cor-

poration whose income is prlmarlly obtamed
from mining- or logging operations taxes paid
by it to the government of any provinee ineclud-
ing income tax on income earned after Janu-
ary 1, 1947.

12. That for the 1947 ‘and subsequent taxatlon
yea1s, the provision exempting the income of
certain cooperative companies and associations

. be’ repealed and that for the- 1946 and, sub-

sequent taxation years provision be made that
there may be deducted from a taxpayer’s income
the aggregate of the payments made.

(a) in the taxation year or within six months
thereafteér to hls eustomers of the taxatlou
year; and

~(b) in the’ taxation year to his customers
. of a preyious taxation year after the 1941

taxation year and not prekus}y dedueted ’

_+ under .paragraph (a)
in respect of spec1ﬁed allocations in proportlon
 to patronage for the said years the prospect of
which was held’ forth

(c) by the statute or bylaws . under which’
the taxpayer carries on business or by,

. ‘his contracts. with 'his customers, or )
(d) by the taxpayer in a specified manner
prior to the eommencement of the taxa-
’ tmn year -

except that portion, of such payments as \vould
if deducted leave the taxpayer with an income
less than an amount determined. by deducting
from three per cent of the capital employed in

the business; incliuding theréin borrowed moneys, -

the interest paid by the taxpayer on borrowed

- moneys - and deductlble as an expense: in _com-

* puting” hig income.
13. That for the 1946 and subsequent taxa-

tion .years, paragraph (q) of section four which,
from- taxation .the: ingome . of credit.
unions. be amended to exempt the income: of " -
any .eredit union or any corporation or associa--
tion the members. of which are eredit unions.

exempts

which derives its revenue primarily from:loans
made to membels residing within the province

~ to ‘which it is restrlcted for calrylng on 1ts B
buslness.A

©.14; ‘That for the 1947 and subsequent taxatlon )

years, the provision exempting from tax the
income of mutual corporations not having a
capital represented by shares be amended to

remove therefrom mutual ingurance corporations
exeept mutbual 1nsuranee corporations which.

derive their premiums wholly from insurance

" of churches, schools or- other rehglous, educa-

tional or charitable institutions. -
15. That for the 1947 and subsequent taxation

years, there may be deducted for the purposes

of this Act, from the income of insurance com-
panies, ‘othel than "life . insurance companies,
whether mutual -corporations or joint stock
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companies, amounts credited to policyholders by
way of divideuds or refund of premiums or
refund of premium deposits and either :
(a) paid to the policyholder,
(b) credited to the policyholder on account
of premiums for renewal of policies or
{c) credited on terms under which the policy-
holder is entitled to or may obtain pay-
ment thereof ~within. a period not
: exceeding thirty days after demand for
' .payment by him and if notice of credit-
ing on such terms has been given to the
policyholder. :

16. That the income of a corporation or
association commenecing business after Decem-
ber 81, 1946, incorporated or registered umder
provincial cooperative legislation and organized
and operated as a bona fide cooperative for
the purpose of marketing natural products of
or acquired from its members, or of purchasing .
supplies, equipment or household necessities
for, or to be sold to, or of performing services
for, its members be exempt from taxation dur-
ing the first three complete taxation years
following the commencement of business.

17. That a farmer or fisherman be permitted
for the 1948 and subsequent taxation years, at
his option, to compute his liability to pay tax
on the average of his income for the taxation
vear and the two preceding taxation years.

18. That for the 1946 and subsequent taxation
years, the service pay and allowanees, other
than travelling allowances or separation allow-
ances in place of travelling allowances, of a
member of the permanent Canadian naval, mili-
tary or air forces paid at the new rates of pay
and allowaneces established for the said per-
manent forces bé” taxable income of a member
irvespective of :

(a) whether he is serving within or outside
of Camada; or i

(b) whether he receives the pay and allow-
ances” during the first six months after
his return to Canada, .

19. That for the 1947 and subsequent taxation
years the pay and allowances of a member of
the non-permanent Canadian naval, military or
air forces other than the pay and allowances
received by a .member scrving outside of the
western hemisphere or within six months of his
return thereto be taxable income of the said
member and that the provisions for (a) a tax
credit in respect of pay and allowances exceed-
ing $1,600 as provided by rule 2 of section 3 of
paragraph A of the first schedule; and for

b) taxation of a member serving outside of
anada in the western hemisphere at one-half
the effective rate of tax applicable to his total
income be repealed. . '

20. That the exemption of amounts received
by members of the merchant marine as war risk
bonuses in respeet of service in a war risk zone
and_of the value of board and lodging received
on shipboard, while performing service in respect
of which such bonuses are payable be repealed
for 1947 and subsequent taxation years.

21, That, where an clected member of a pro-
vineial legislature is, under an act of the pro-
vineial legislature, paid an_allowance. for ex-
penses incidental to the discharge of his duties
as a member, the allowance received in the 1946
or 'a subsequent taxation year be deemed, to thé
extent of not more than one-third of the aggre-

ate of his normal sessional indemnity as a mem-
er and the said allowance, not to be salary ov
taxable as income.

22, That where the author or joint author of
a literary, dramatic, musical or avtistic work on
which he was engaged for a period of more than
twelve months assigns the copyright therein
wholly or partially and has in tlie 1946 or a sub-
sequent taxation year received within one year
of the assignment in consideration therefor an
amount, the whole of which would otherwise be
included in computing his income during the
taxation year a specified part or parts of the con-

-gideration may, at his option, be attributed to

his income during certain previous taxation
years. -

23. That the special rates provided for non-
resident-owned investment corporations be re-
duced for the 1947 and subsequent taxation years
from 224 per cent to 15 per cent but that such
corporations be taxable on all income received
in Canada subject to deductions from the said
income in respeet of interest and dividends re-
ceived from other such corporations and foreign
taxes paid by the corporation,

24. That for the 1947 and subsequent taxation
years investment corporations whose profits are
now exempt from tax under paragraph (f) of
section seven of the Iixcess Profits Tax Act,
1940, be exempt from tax upon income and that
sueh eorporations that wonld be so exempt ex-
cept that they have outstanding bonds, deben-
tures or other sccurities evidencing bonded in-
debtedness pay tax npon income at one-half the
rate for corporations. - :

25. That for taxation years ending after June
30, 1947, a corporation be permitted to deduct
from income amounts paid to charitable organi-
zations not exceeding 5 per cent of the income
of the corporation subject to taxation without
the limitation presently thereon:

26. That persons entitled to a payment out of
an employee’s superanmmalion or pension fund
or plan, the investment income of which has been
exempt from taxation by reason of an election
for such exemption by the trustees or eorpora-
tion administering the fund or plan, be allowed
in the 1946 and subsequent taxation years as
an alternative to the present deduction from the
pension or superannuation payment, an amount
computed on the hasis of the amounts paid by the
employee together with simple interest on such
amounts at 8 per eent per annum.

27. That the special provisions with regard to

(a) payments out of a superannuation or

" pension fund plan upon the death, with-
drawal or retivement from employment
of an employee or former employee in
full satisfaction of all his rights in the
fund or plan, K
payments by an employer to an emtployee
upon retivement in recognition of long
serviee, and
payments by a person 4o a former
employee 'in vrespeet of loss of offiee or
employment

be replaced by a provision for the taxation of
amonnts so received after June 27, 1946, at the
option of the taxpayer either as inecome for
the year in whieh he received the amounts or
at a rate equal to the percentage which the tax
upon the taxpayer’s income during his last full
year in the employment is of that income.

®
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28. That for 1946 and subsequent taxation
years the provision under which the minister
may allow double depreciation in respect .of
plant or equipment built or acquired as a new
“investment in-'a period ‘to' be fixed by the
governor in couneil be amended to provide that
the allowance be ade only in respeet of sueh
classes of plant or equipment as may be deter-
mined by the governor in council. :

29, That the deduetion in respeet of income

for a taxation year ending between the last”

day of December, 1942, and the first day of the
year of expenditure in respeet of one-half of
expenditures made -~ .. -7
(a) in conneetion with maintenance or.repairs
by a taxpayer carrying on a business, or
(b) on undergroind ‘development by ‘a tax-
payer operating a mine,

in a period to be. fixed by the governor in
councif be restricted to an amount . L.

(¢) if the year for deduetion is the 1946
taxation year not greater than the tax-
-payer’s excess profit .in that year as
defined for the purposes of the IExeess

© Profits Tax Aet, 1940, or :

(d) if the year for deduction is a faxation
year prior to 1946, not greater than the
taxpayer’s. profits in the said year above
.the point at which, the fax, ecaleulated
for the said year under the firgt part of
the second schedule to the Excess Profits
Tax Act; 1940, was. equal to the tax cal-
culated for the said year under the second
Kz'nét of the second schedule to the said

c

"and that -no sueh deduction be allowed in
respect of the income for a taxation year
commencing after. 1946.

30. That a corporation or joint stock compa.ny )

shall pay a tax at. one-half the ordinary rate
of income tax for eorporations upon ineome
derived- on or “after January 1, 1947, from the
operation of a mine
(a) that has eome into production during
the period commeneing January 1, 1944,
and ending Deeember 31, 1949, and
(b) that, in the case of a mine that has come
inte production before January 1, 1946,
is a basic metal or strategic mineral
-mine and in the ease of a mine that has
come into production after January 1,
1946, is a metalliferous or indusfrial
mineral mine,

during the first three corﬁpleté taxa_ﬁon years
after the mine comes into produetion.

31, That the deductions from tax allowed to a
corporation whose principal business is the pro-
duction, refining or marketing of petroleum or
petroleum produets in respeet of drilling and
exploration -costs be extended to oil wells
spudded in during the year 1947 and the
deepening of oil wells which is commenced
in 1947 but that in respect of sueh well the
deductions be reduced from 263 per eent and
40 per cent of the cost to 20 per cent and 30
per -cent respectively. '

32. That the deduction from tax allowed to
a corporation, assoeiation, syndicate or ex-
plovation partnership formed for the purpose
of exploring and drilling for oil in respect of
exploration and drilling expenses be extended

s 1

to expenditures -incurred during the year 1947
but that in respect of expenditures in that year

the deductions be reduced from 26% per cent

to 20 per cent thereof.

33. That the deduction from tax allowed to
a_ eorporation, assoeiation, syndicate or ex-
ploration partnership formed for the purpose of
exploring and drilling for natural gas be
extended to expenses incurred in the year 1947
but that in respect of such expenditures the
deduction be reduced from 30 per cent to 223
per cendt, e -

34, That -the deduction fi'(:)m tax ,all(;\\(‘edfto: a

corporation, whose chief business is that of

mining” or exploration of minerals in respect
of prospecting, exploration and development
expenses -incurred in searching for minerals: be
cxtended ‘to 'expenses incurred in’‘the year 1947
but that in respeet of the expenses’ incirred in
that year the deduction be reduced from 263

per eent to 20 per eent.

35. That the deduction from, tax allowed .to.

a_corporation, assoeiation, syndicate or explora-
tion * partnership whose principal business .is
produetion, refining, or marketing of petroleum

or exploration or_drilling for petroleum . in

respect of expenditures made - in . conncction
with - 3 "deep-test oil well, be “extended to ex-
penditurés made in connection with ~deep-test
oil wells' spudded- in, during the year 1947,

. 86. That’ ‘no interest shall be’ pu)}ab]é con

unpaid taxes npon incomes of the 1945 or a:sub-:

sequent -faxation year in respeet of. a- period

commencing stwenty months affer. the day fixed.

for filing the return for the taxation year and
ending one month after the sending of the
notice of assessment, . ‘

37, That the provision for payment of inter-
est by eorporations on the amount of taxes
unpaid after payment of instalments of esti-
mated tax commencing six months after the
end of the taxation year be amended to require

. payment of interest on the said unpaid amount

from the end.of the taxation year.

EXCESS PROFITS TAX ACT

Resolved, that it is expedient to amend the
Excess Profits Tax Act, 1940, and to provide:—

1. That the provision for taxation of excess-

profits of every person residing or ordinarly

resident in Canada be amended to exclude there-.
.from in respeet of excess profits earned after

December 31, 1946, persons other than corpora-
tions or joint stock companies and to reduce
the rate of tax on excess profits earned after
December 31, 1946, from 20 per cent o 15

. per cent.

2. That with respeet to profits earned after
December 31, 1946, the provision for taxation
of profits of every corporation or joint stock
company be repealed.

3. That for the 1947 and subsequent taxation

.years investment corporations that have out-

stauding bonds, debentures or other securities
evidencing funded indebtedness be exempt from
excess profits tax.

DOMINION SUCCESSION DUTY ACT X

Resolved, that it is expedient to introduce a
measure to amend the Dominion Suecession
Duty Act and to provide:

1. That rates of tax upon or in respeet of
any succession upon the death of a person after



32.

December 31, 1946, shall be twice the rates
presently in force and that the tax paid to
the government of any province in respect of
the same succession be allowed as a deduction
from the tax payable uuder the Dominion
Succession Duty Act up to but not exceeding
one-half of the tax otherwise payable under
the said act. :

SPECIAL WAR REVENUE -ACT

Resolved, that it is expedient to_introduce a
measure to amend the Special War Revenue
Act and to provide: i
1. That the secnrities transfer tax be
extended to apply to rights to reccive shares
of stock;

2. That the present graduated excise tax on
cigars ' be changed to an ad valorem tax of
25 ‘per cent;

3. That any enactments founded on resolu-
tions Nos, 1 and 2 shall
cone into force on June 28, 1946 and to have
applied on all goods imported or taken out

be deemed to -have,

of warehouse for consumption on or after that’

day and to have applied to
imported for which no entry
was made before that day; )
4, That the rate of premium tax payable by
nutual insurance “companies other than life
insurance companies ‘and companies ecarrying
on business under the premium deposit plan
be-reduced from 8 per cent to 2 per cent, and
im.the case of exchanges from 4 per cent to
2 per, eent -in respect of premiums received
after December 31, 1946; - -

%oods previously
or consumption

5. That the rate of premium tax payable by
insurance companies carrying on business under
the premium .deposit plan be reduced from 4
per cent to 3 per cent in respect of premiums .
received after December 31, 1946; and

6. That a deduction be allowed to insurance
companies from the premium taxes payable
under the act of the taxes or premiums, paid
to the government of any province in respect
of premiums reccived after December 31, 1946,

EXCISE ACY

Resolved, that it is expedient to introduce a
measure to amend the Iixcise Act and to
provide: ' .

1. That the excise duty of $3 per thousand
on cigars be reduced to $1 per thousand.

2. That any enactment founded on this reso-
lution shall be deemed to have come into force
on .the tweuty-eighth day of June, one thousand -
nine hundred and forty-six.

THE CUSTOMS TARIFF

1, Resolved, that Schedule A to .the customs
tariff be amended by striking thereout tariff
items 4, 72e, 143, 168, 197d, 208, 216a, 219¢, 272D,
326e, 438h, 438c, 438d, 438i, 442, 445j, 462a,
G616 (iit), 653, 700a, 703 and 709, the several
enumerations of goods respectively and the sev-
eral rates of duties of customs, if any, set oppo-
site each of the said items, and by inserting the
following items, enumerations and rates of duty
in said schedule A:
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. British . Present Rates
Tariff _ Preferential | Intermediate General
Ttem - Tariff Tariff Tariff B.P. Intermediate General
Tariff . Tariff Tariff
4 [Horses, n.o. T SN .ea.ch $10.00 $12.50 $25.00 $10.00 $12.50 $25.00
72 Bent grass seed not to mclude red—top grass seed 15 p.c. 30 p.c. 30 p.c. 15 p.c. 30 p.c. 30 p.c.
90e Veﬂetables 031 T 10 p.c. 25 p.c. 30 p.c. 15 p.c. 32 p.c. 35 p.c.
143 . Clo'ars, the weight, of the bands and ribbons to be ) :
mcluded in the weight for duty. . per pound| $3.50 $3.50 $3.50 $3.90 $3.90 $3.90
25 p.c. 25 p.c. 25 p.c. 25 p.c. 25 p.c. 25 p.c.
168 [Malt flour contammg less than fifty per centum in
weight of malt; malt syrup or malt syrup powder,
1n.0.p.; extracts "of malt, fluid or not; grain molas-
ses—all artieles in this 1tem upon valuatlon without,
British or foreign excise- duties, under regulatlons -
prescribed by the Mnnster ......................... 25 p.c 30 p.c. 35 p.c. 25 p.e 30 p.c. 35 p.c.
..................................... andperpound.-............. 5 cts. 10 cts. Cetereereenencaaeaa|  Bets. 10 cts.
168a [Malt syrup, malt syTup powder, or other starch con-
"} versionproducts produced by the action of enzymes
on starch, not mcludmo' any such products used in .
the brewmo- of beer.... oot eeeaaes 20 p.c. 25 p.c. 30 p.c.: 25 p.c. 30 p.c. and 35 p.c. and
. . 5 cts. per 1b. 10 cts. per Ib.
180e Engmeers plans, drawmffs or blue-prints of machines
and. plant equipment, plant layouts, foundations for
machinery ang other plant equipment, structural
supports and towers and similar outside structures,
dams, spillways, and other:hydro construction,
- wiring, piping, platforms, ladders, stairs, ‘ete., not . -
to include office or other buildings................ Free Free Free 12} p.c. 22% p.c. 22% p.c.
192f |Paperboard or fibreboard, single ply, not coated or
impregnated, in rolls contammg not less than five, ,
hundred square feet; when imported by manufac-
turers of mpregnaned socklining base, innersoling,
welting, or similar materials, for use only in the - - - : S - -
manufacture of such matenals in their own factories| Free 10 p.c. 25 p.c. . 15 p.c. 25 p.c. 35 p.c.
* 197d {Tissue paper, not coated nor impregnated, when N
; imported by manufacturers of stencils for dupli- )
cating machines for use e\cluswely in the manu-| ]
" facture of such stencils in their- own, factories......| - Free -<10 p.c.- - 25p.e. - Free- - - - 10 pZe. <25 p.e.
15 p.e. 22% p.c 25 p.c.

£g
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British
Preferential
'Tariﬁ

Intermediate
Tariff

General
Tariff

Present Rates

B.P.
- Tariff

” Intermediate
Tariff

General
Tariff

1991

208

219e

272b

272¢

326e

326k

.

Trays of pulp or-pulp board imported for use exclu-
sively in the packaging of apples, in their natural
state. . e P

Boracic acid and borax in packages of not less than
twenty-five pounds weight; hydrofluosilicic acid;
tannic acid; ammonia, sulphate of; cyanide of

otassium; cyanide of sodium and ecyanogen
romide; antimony salts, viz.: tartar emetic,
chloride and lactate (antimonine); arsenous oxide;
precipitate of copper (crude); verdigris or sub-
acetate of copper, dry; sulphur and brimstone,
crude or in roll- or flour; argols; iodine, crude;
bromine; sulphide of arsenic; carbon bisulphide,
TLiOu Dt e et eanneanansnanssnnososneocnneasnsassasnse

Chloropicrin, ethylene oxide, methyl bromide,
methyl formate, cyanides, carbon. bisulphide,
acrylonitrile, or mixtures containing any of these,
for use in combating destructive insects and pests..

Paraffin Wwax, 0.0.Deeeveeeieivennnncanns e,

Paraffin wax when imported for use exclusively in the
manufacture of candles...............oo.ll

Articles of glass, not plate or sheet, designed to be
cut or mounted; articles of glassware, when im-
ported by manufacturers of silverware to be used
in receptacles made of or electro-plated with preci-
‘ous metals or to be equipped with tops made of or
electro-plated with precious mefals, in their own
factories.....cvvviiiiiiiiiiiniian. e erieereaaaa.

High thermal shock resisting glass parts when im-

ported by manufacturers of high thermal shock

Free

Free

Free

15 p.c.

10 p.c.

Free

Free

Free

22% p.c.

125 p.c.

Free

35 p.c.

Free

Free

25 p.c.

25 p.c.

22% p.c.

20 p.c.

Free

Free
Free

15 p.c.

15 p.c.

Free
10 p.c.-

32} p.c.

Free

Free
20 p.c.

22} p.c.

22% p.c.

35 p.c.

Free

Free
25 p.c.

25 p.c.

25 p.c.

22% p.c.
32% p.c.

e
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434c

438b

resisting glasswaie, for use exclusively-in the jilé.nu;
facture or in the repair of such articles, in their own
factories........ R e

Trucks of welded design with tubular frame, cast|
steel cross members, rubber mountings and rubbe:
inserted wheels, of a- class or ‘kind not made in
Canada, and body shells of welded sheet steel, for
use in the construction of street railway cars, not to
include electric motors or magnetic truck brakes;
complete parts of the foregoing............ e

Bearings, clutch release; bearings, graphite; bearings,
steel or bronze backed; with non-ferrous metal lin-
ing; bushings, graphited or oil impregnated; ceramic,
insulator spark plug cores, not further manufactured|
than burned ang glazed, printed or decorated or not,
without . fittings; compressors, air; ' commutator

‘copper segments; commutator insulating end rings;
“tapered discs of hot rolled steel, with or without
centre hole, for disc wheels; distributor rotors and
cam assemblies; door bumper shoes; electrie wiri
terminals, sockets, fittings and comectors an
parts thereof, not to include battery -terminals;
gaskets of any material except cork or felt, com-
posite or-not; ignition contact points; keys for shaft-
ng; auxiliary driving control kits, designed for|
attachment to motor vehicles to facilitate their|
operation by physically disabled persons, and parts
thereof; lenses of glass for head, tail, dome, signal
and cowl or parking lamps, and for light reflectors;
lock washers; piston ring castings in the rough, with|

or without gates and fins removed; rails of lock] -

seam section, corners, locks and catches, unplated|
ventilators and parts thereof, the foregoing being of|
metal other than aluminum, for the manufacture of]
window sashes for bus bodies; steel bolts, or studs,
capped with stainless -steel; switches for lamps,
heaters and defrosters and parts thereof; vacuum
control assemblies; vulecanized fibre in sheets,.rods,
strips and tubing; all of the foregoing when of g
" class or kind not made in Canada and for use in the
manufacture or the repair of the goods enumerated

in tariff items 424 and 438a, or for use m the manu-|

facture of parts therefor...............i v veeenann.

Fi‘ee

Free

10 p.c.

254 p‘.c.

35 p.c.

30p.e.

Free

Free

Free

25 p.c.

30 p.c.

Free

1" 25pe.

o 35 p.c.

| 30pe

40 p.c.

168




British Present Rates
Tariff —_ Preferential | Intermediate General
Ttem Tariff Tari Tariff B. P. Intermediate General
. Tariff Tariff Tariff
438¢ |Armameters; arm rests and wheel housing lining of

indurated fibre, pressed to shape; axle housings,
one piece welded, machined or not; carburetors and
parts thereof; chassis frames and steel shapes for
the manufacture thereof; cigar and cigarettelighters,
whether in combination with a cigarette holder or
not, including base, and parts thereof; control
ventilator gear box; cylinder lock barrels, with or
without sleeves and keys thereof; dash heat in-
dicators and parts thereof; electric gear shift
switches and parts thereof; engine speed governor
units and parts thereof; fluid couplings, with or
without drive plate assemblies, and parts thereof;
front axle cross channel king pin support section
assembly of steel, in the rough; fuel pumps, vacuum|
pumps and combinations thereof and parts therefor;
gasoline gauges and parts thereof; hinges and parts
thereof, finished or not, for bodies; bhorns and
parts thereof; instrument bezel assemblies and
parts thereof; imstrument board Ilamps; locks,
electric ignition, steering gear, transmission, or
combinations of such locks, and parts thereof;
mouldings of metal, with nails set in ‘position,
lead filled or not; oil filters and parts thereof;
oil gauges and parts thereof; pipe lines of tubing,
rigid or flexible, covered or not, with or without
fittings, and tubing therefor, for oil, fuel, air, or
liguid for actuating hydraulic brakes; purifiers
for air, and parts thereof; purifiers for oil or gasoline,
parts thereof and brackets and fittings therefor;
radiator, hood and other grills, assembled or
not, and parts thereof, but not polished nor plated,
and not to include finish or decorative moulding;
radiator ornaments, and hood lift lock ornaments,
unplated, and parts, thereof; radiator shutter|
assemblies, automatic; radiator water gauges;
radiator shells and parts thereof, not plated nor
metal finished in any degree; shackles, bearing
spring, and parts thereof; speedometers and parts
thereof; spring covers of metal and closing strips or
shapes therefor; stampings, body, cowl, hood,

fender and instrument board, of metal in the rough,
trimmed or not, but not metal finished in any

98



degree; starter switch assembly and parts thereof;] .

steering wheels, rims and spiders therefor; sun
visor blanks of gypsum weatherboard; thermo-
stats and parts thereof; throttle, spark and choke|
assemblies, including buttons therefor, and parts
thereof; tire clamping rings of steel, plated or,
- not; untversal joint ball assemblies; voltage control
regulators; wind-shield wipers and parts thereof;

all of the foregoing when of a class or kind not made|.

in Canada and for use in the manufacture or the
repair of the goods enumerated in tariff items 424
and 438a or for use in the manufacture of parts
Bherefor. i et

(1) Provided, that if the above articles are im-
ported for use as original equipment by a manu-
facturer of automobiles, motor vehicles, electric
trackless trolley buses or chassis enumerated in
tariff items 4382 and 424 whose total factory output|
during the year in which importation is sought does|
not exceed ten thousand complete automobiles,
. motor vehicles, electric trackless trolley buses or|
. chassis, and provided that not less than forty per|
centum of the factory cost of production of- such|
automobiles, motor vehicles,. electric _trackless|
trolley buses or chassis, not to include duties and
taxes, is incurred in the British Empire, the rates|
of duty under this item shall be........c.ooovnnne.

(2) Provided, that if the above articles are
imported for use as original equipment by a manu-
facturer of automobiles, motor wvehicles, electric
trackless trolley buses or chassis enumerated in
tariff items 438a and 424 whose total factory output|
during the year-in which importation is sought ex-
ceeds ten thousand automobiles, motor vehicles,
electric trackless trolley buses -or chassis, and]
provided that not less than sixty-fivé per centum|
of the factory cost of production of such auto-]
mobiles, motor vehicles, electric trackless: trolley]
. busses or chassis, not to include duties and taxes,
is incurred in the British Empire, the rates of duty]
under this item shall be........oooiiiiiaiiii

Fres

Free

Free

(8) Provided that the Governor in Council may| -

malke such regulations, if any, as are deemed neces-|

sary for carrying out the provisions of this item. .

20 p.c.

"Free

Free ‘

30 p.c.

-25 piC.

25 p.c.

Free
Free

Free

Free

20 p.c.
25 p.c.

Free

Free

30 p.c.:
40 p.c.

25 p.c. .

25 p.c.

L.



Tariff
Item

British

Preferential

Tariff

Intermediate
Tariff

General
Tariff

Present Rates

B.P.
Tarifi

Intermediate
Tariff

General
Tariff

438d

438

P

Front and rear axles; brakes; clutches; internal com-|
bustion engines; steering gears; magnetos; rims for|
pneumatic tires larger than thirty inches by five
inches; transmission assemblies, hydraulic or fluid
couplings and torque convertors; drive shafts; uni-
versal joints; steel road wheels; and parts of the fore-
going, when of a class or kind not made in Canada,
and imported by manufacturers of the goods
enumerated in tariff items 424 and 438a for use
only in the manufacture of motor trucks, motor
buses and electric trackless trolley buses, or for the
manufacture of chassis for the same................

(1) Provided that if the above articles are im-|
ported for use as original equipment for motor
trucks, motor buses and electric trackless trolley)|
buses, or for chasses for the same, by 2 manufacturer|
of the goods enumerated in tariff items 424 and|
438a, and provided also that during the year during|
which importation is sought, not less than forty|
per centum of the factory cost of produection of
such motor vehicles and chassis therefor, not to
include duties and taxes, is incurred in the British
Empire, the rates of duty under this item shall be.

(2) Provided that the Governor in Council may|
make such regulations, if any, as are deemed
necessary for carrying out the provisions of this
item.

Body bottom eross members and steel shapes for the
manufacture thereof; bumpers front and rear, and
parts thereof, mcludlng spring steel bumper plates;
casket tables or platiorms for hearses; destination
and route sign assemblies, illuminated or not, and|
parts thereof; direction signals, illuminated or
not; door and step mechanism, hand, vacuum or air
operated and parts thereof; door locks and catches
and parts thereof; electric switches, buzzers,
bells, push buttons, fuse assemblies and parts

theréof; forward drive control conversion. assem-

Free

Free

7% p.c.

274 p.c.

27; p.c.

Free
Free

Free

17% p.c.
25 p.c.

274 p.c
40 p.c.

27% p.c.

8¢



446h
462a

blies and parts thereof; lamps of all kinds, illu-
minating and indicating, including sockets, flanges,
terminals, glassware, lenses and gaskets therefor,
assembled or not, but not to include lamp ‘bulbs;
metal stampings, oiled and primed or not, and
assemblies thereof; rubber fenders; seat operating
mechanisms; ventilators, including motor driven
fan type; and grills, and parts thereof; window oper-
ating mechanisms; -all of the foregoing when im-
ported to be used only in the manufacture of motor
truck bodies, motor bus bodies, -electric trackless
trolley bus bodies, motor ambulances and hearses. .

Articles and materials which enter into the cost of
manufacture of the goods enumerated in tariff items
409, 409a, 409b, 409¢; 409d, 409e, 409f, 409g, 405h,

4091, 409§, 409k, 4091, 409m, 409n,- 409, and 439c,
when imported for use in the manufacture of the
goods enumerated in the aforesaid tariff items; or
in the manufacture of parts therefor, under regula-

tions prescribed by the I_Minister. B

" |Electric dry shaving machines for use in removing

human hair, and parts thereof..........oooiienttt
Baithtub stampings of metal. . .\......ceeeounnr..ls

Photdgrabhic carmeras and equipment, and complete]
parts of the foregoing, for use by professional photo-

own business, as follows:— . . L .

Cameras for professional purposes, for making
negatives 43 inches by 6% inches and larger, and
the following accessories for use with such caineras:
lenses, shutters, exposure meters, range -finders,
film and. plate holders, lens hoods, lens boards,
ground glass carriages, reducing backs, reversible
adapter backs, lantern slide attachments, film|

camera tripod tops, vignetters, "diffusion disks,
diffusion disk holders,. colour. filters, colour filter

-and backgrounds.

presses, print washers, automatic film processors,
printing frames and tanks for developing, fixing and
washing.....iveeunn PSP e

sheaths, combination paper and plate holders, kits,|
carrying cases, camera stands, 'camera tripods,|

Printers, enlareers, heaters, dryers, mounting|

Free

. graphers ‘and commercial photo-finishers in their{ .

holders, polarizing screens, polarizing screen holders| -

Free

" Free

FreeH

Free
10 p.c.

20 p.c. .

Free

10 p.c.
25 p.c.

" Free

Free-
Various

Free .
" Various

Free.
10 p.c.
10 p.c.

Free
L Tipe.

Free
Various

Free
Various
Free

273 p.c.
27% p.c.

Free-

25 p.c. ‘A

20 p.c.
Various

Various
Various

10 p.c.

35 p.c.
35 p.c.

Free

30 p.c. -
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British
Preferential
Tariff

Intermediate
Tariff

General
Tariff

Present Rates

B.P.
Tariff

Intermediate
Tariff

General
Tariff

475¢

569d

616

653
703

Matrices of non-advertising news pictures for repro-
duction in newspapers and periodical publications
enjoying second-class mailing privileges............

Woven fabrics, not exceeding two inches in width,
made with unserrated selvages, generally known as
single, double or four shot corded ribbon, imported
by the manufacturers of men’s hats for use exclusi-
vely in their own factories in making the bands for,
or in binding the edges of, men’s hats only.........

(iii) Latex, being erude rubber in liquid form, not
cdompounded beyond the addition of preservamves

Brushesofa.llkmds, bW 3%« J A P

(a) Travellers’ baggage, under regulations pre-
seribed by the Minister.........ccoviiiiinann.an

(b) Goods valued at not more than one hundréd dol-
lars included in the baggage accompanying resi-
dents of Canada returning from abroad after an
absence from Canada of not less than forty-eight
hours and acquired by them for personal or house-
hold use or as souvenirs or gifts, but not bought, on
commission or as an accommodation for other
persons or for sale, under regulations prescrlbed by
the Minister.....vuvereiirre i receeeeedernanees

Provided that a resident of Canada shall not be
entitled to the exemption herein granted within 2
period of four months from the date of the last
exemption allowed, nor shall the exemption be
allowed on alcoholic beverages in excess of one
quart, or on tobacco in excess of fifty cigars, two,
hundred cigarettes and two pounds of manufactured
tobacco.

Provided further that goods entitled to entry
under this Item shall be exempt from all imposts,
notwithstanding the provisions of this Act, The
Customs Tariff Amendment Act, 1939 or any "other

Act.

Free

Free

Free

15 p.c.

Free

Free

Free

Free

Free

30 p.c.

Free

Free

Free

Free

Free

40 p.c.

Free

Free

Free

22% p.c.

Free

15 p.c.

Free

Free

et |
per sq. in.

32% p.c.

Free

30 p.c.

Free

Free

Fet.
per sq. in.

35 p.c.

Free

40 p.c.

Free

Free




L e

1799

L

709

786

826a

836

847

(a) Goods, including containers or coverings filled

or empty, the growth, produce or manufacture of
Canada, after having been exported therefrom...

(b) Goods, including containers or coverings filled
or empty, which have once been entered for con-|
sumption in Canada and have been exported
therefrom...c.ceeeeiiiian.... et

All the foregoing under such regulations as the|
Minister may prescribe. .

Provided that the goods are returned within five|
years from the time of exportation without having
been advanced in value or improved in condition
by any process of manufacture or other means, or
combined with any other article abroad;

‘Provided also that any such goods on which a
refund of duty or allowance of drawback has been|
made shall not be admitted to entry under this
item except upon payment of duties equal to the
refund or drawback allowed;

Provided further that any of such goods manu-
factured in bond or under excise regulations in|
Canada and exported shall not be admitted to entry!|
except upon payment of the Customs or Exeise
duties to which they would have been liable had
they not been exported from Canada.

Semen of horses, cattle, sheep, goats, asses, swine and
dogs, pure bred, for.the improvement of stock,
under regulations prescribed by the Governor in
(0731 T 1

Dies in the rough, not being complete parts of
machinery, for use in the manufacture of bolts,
nuts, nails, screws, rivets and tacks........oou.....

Ultra~violet ray lamps, and complete parts thereof,|

designated for detecting scheeliteore...............

Distillers’ solubles obtained from the liquid reéidue
. remaining after the alcohol has been removed in

the process of distilling grain or molasses mash,| -

whether or not subjected to a fermentation process,
when imported without admixture except that
necessary for the said fermentation process, for use
exclusively in the manufacture of feeds for livestock,
poultry or fur-bearing animals, under such- reg-

ulations as the Minister may prescribe.............. )

Free

Free

Free - -

Free "

Free

Free

Free

10 p.c..

Free

* Free

Free

Free

Free

35 p.c.

Free

Free

Free

Free

15 p.c.

10 p.c.

15 p.c.

Free

174 p.c.

Free

. Free

= Free »

. 25 g.c.

" Free

Free

~ 25p.c.

35 p.c. .

30 pc

Free
.25 p.c.
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2.‘Resolved, that schedule A to the customs tariff he further amended by deleting from the
Customs Tariff Amendment Act, 1939, as amended, the following enumerations of goods and rates
of additional duties of customs:

Tea, when the value for duty thereof under the provisions of the Custom Act:

a) is less than 224 cents per pound.............. Ceraerecaiataane 5 cents per pound

h) is 22% cents or more hut less than 30 cents per pound........ 7% cents per pound

¢) is 30 cents or more per pound...... ... 10 cents per pound

. All goods specified in customs tariff-item 25a o .. 10 cents per pound
All goods specified in customs tariff item 26, except cofiee, roasted or C

Eround .iiiieiiiseestensenenas RN ieaanaen N, iiasene . 10 cents per pound -

Coffee, green, and coffee, roasted or ground................ Cheireranane 10 cents per pound

3. Resolved, that any enactment founded upon the foregoing resolutions to amend the customs
tariff or schedule thereto shall he deemed to have come into %orce on the twenty-eighth day of
June, one thousand nine hundred and forty-six, and to have applied to all goods mentioned in the
foregoing resolutions imported or taken out of warehouse for consumption on and after that date,

ﬁng to glla\;eda%plied to goods previously imported for which no entry for consumption was made
efore that date. oo ' : :
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DOMINION OF CANADA

. Al GOVERNMENT ACCOUNTS 1945—46 _
CoMPARATIVE SUMMARY STATEMENT OF REVDNUES AND DXPBNDITURBS

1. Although the Dominion’s ﬁscal year. ends March 31st, the books of

the Dominion for each fiscal year remain open for some time thereafter in order
~to record expenditures made to April 30th as provided by Section 32 of the

Consolidated Revenue and Audit Act, and to provide for adjustménts which

affect revenue and expenditure accounts as well as asset and liability accounts.

Final figures for the fiscal year 1945-46. are not yet available, and accordingly
- the statements which follow, in so far as they relate to 1945-46 revenue, expen-
diture, investment and balance sheet items, must be regarded as prehmmary In
particular they do not reflect the cancellation of $425,000,000 of accumulated
liabilities of the United Kingdom unde1 the British Commonwealth Air Trammg;
Plans, which are provided forin the Financial Agreement with the United Kingdom.
The relevant -article of ‘that Agreement and the section of the United Kingdom
Financial Agreement Act, 1946, implementing it liave not yet come into effect,
pending action by the Umted States Congress on the Anglo-American Financial
Agreement. If and whén the Anglo-American Financial Agreement is approved
by Congress, immediate action will be taken to implement this provision of the
Canadian-United Kingdom Agi'eement This would result in a cancellatlon of
the item of $425,000,000 listed in- the balance sheet given on Page 87 of this appen-
dix under the headmg of “Loans and Advances”. It will also result in an increase -
of ‘$425, 000,000 in’ War Expenditures and Total Expenditures and a ‘similar
mcrease in the deficit. . )

- 2. The followmg tables show Dby main categones and i in detail, revenues,
expenditures and the increase in'net debt for the fiscal year. 1945 46 together
with compar able ﬁgul es for the four precedmg ﬁscal yems

45
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STATEMENT OTF REVENUES FOR THE LAST FIVE FISCAL YEARS

(Thousands of Dollars)

Estimated
. 1941-42 1942-43 1943-44 194445 1045-46
$ $ S $ 8
Tax REVENUE—
Direct Taxes—
Direct Taxes on Iucomes—
Individual Income Tax, including .

National Defence Tax........... 206,139 534,138 813,435 767,755 601, 586
Tax on Interest and Dividends.... 26,643 26,711 25,671 27,053 26,824
Taxes on Rents and Royalties. ..., 1,626 1,370 1,272 1,546 1,486
Corporation Income Tax.......... 185,836 347,970 311,379 276,404 217,834
Excess Profits Tax........oovvenn 135,168 454,581 468,718 465,805 494,196

Total Direct Taxes on Incomes. 645,412 | 1,304,770 | 1,620,475 | 1,538,563 1,431,926

Successwn Duties...oveieieenenennns 6,057 |~ 13,273 15,020 17,251 , 448

. Total Duect Taxes...c.o.eenns. 652,369 . 1,378,043 1,635,495 1,555,814 1,453,374

Indirect Taxes— - . - : e : L

. Customs Import Dutles ............. 142, 392 118,963 167,882 115,001 128,877
Excise Duties— . o .

Spirits, malt, et .ooooeivinnn. . 46,776 65,504 - 65,922 72,133 91,275

igars, 01ga1ettes and tobacco. . 65,050 76,372 79,906 - 83,142 08,228
LACENCES. .o cv v v venreerannrinaens 40 . 38 37 37 38
Less Refunds......ooovevevnanis N —1,775 —3,283 —3,741 —3,390 —2,815

Total Excise Dutles ............. 110,091 138,721 © 142,124 151,922 ' 186,726

E\clse Ta\cs—
-Taxes on Commodities— . )
Sales ToX.ooveiiiiieiiiiniiin i, . 246, 553 250,478 339,256 404,109 326,253
© War Exchange Tax,.....oovevnnn.. 100,874 04, 553 118,913 98,164 41,108
Automobiles, rubber tires and .

BUDES. e e e 16,742 3,002 6,000 6,480 6,701
Beverages,....ovevireanas i 6,247 14,119 19,059 19,442 16, 657
Candy ‘and chewing gum. . .e.oes oresinniee.. 8,185 12,602 12,874 11,904
Cigars, cigarettes and tobacco. ... 333 26,295 54,0688 62, 300 70,228
Clgmette papers and tubes........ 3,948 5,056 6,159 6,058 4,645
Electric and gas qpplmnces ........ 8,470 5,306 3,302 4 1057 1,272
T O 3,170 4,199 5,217 4,976
Gasoline. ... cvvvirerinneennrenins 24,752 24,898 24,930 29, 671 29,836
Matches and lghters.............. 2,766 2,855 2,874 3,117 3,675
Phonographs, radios and tubes.... 2,361 1 191 491 1,112 646
Specmi;e\cise on importations. 480 508 545 787 -

S 177 14,950 13,048 11,744 9,975
Toilet preparations and soaps. ... 4,542 5,327 6,347 7,107
" Trunks, bags; luggage, ete......... 2,187 4,170 4,134 4,711
WINES. s veertnriiniaeiniennenss 2,007 1,710 1,772 2,066
Sundry...oiviiiiinieeriiiienania, ) 1,938 2,579 2,97? 3,811
Taxes on Amusements and Services-
Amusements. . vvvieiiniraeran.. 7,710 10,778 12,019 12,284 13,387
: Tax on pari-mutuel bets........... 1,082 1,287 1,683 1,904 2,188
Transportation and communication 8,131 16 083 22,379 24,205 26,893
Stamps, including payment of taxes .

on Jewellex v, chinaware, cabaret .

attendance, ete..........0ovvnunn ~ 4,893 12, 586 16,734 18,296 21,697
Licences, interest and mxscelluneous 202 255 331 369 302

Less refunds (mainly sales tax).. —10,3870 —17,549 —34,842 | ~—194,719 —114, 005

Total Excise Taxes,............ 458,425 488,712 638,619 543,065 496,910

Other Taxes— .
Chartered bank note circulation, . 780 665 457 350 270
Insurance Companies. . ...oese.s. 1,148 10,893 6,481 7,182 7,951
= Miscellaneous......ovvvvvneienens, 702 723 753 702 751
Total Indirect Taxes.......couvus. 708,544 758,677 956, 316 818,312 821,485
1,860,913 { 2,136,720 | 2,591,811 | 2,374,126 2,274,859

Total Revenue from Taxes........

Y
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' . . -

' STATDMDNT OF REVENUES TOR: THD LAST FIVE I‘ISCAL YEARS—Concluded

(Thousands of Dollars)
U | o10a4e | 104243 | 104344 | 104445 | Bstimated
' ’ 8 8 s | s s
Non-Tax REVENUE— - T o
Post Office. ....oovvvivinnnnnninnn.s 45,904 . 48,869 ¢ 61,071 66,056 |. . 68,613
"Return on Investments : 25,826 41,242 48,281 60,749, 70 915
" Bullion and coinage...,............. Co 4,767 5,883 | 8,732 .. 4,586 - 4,954
Premium, discount and exchange 11,855 © 395 | 2,154 I........ SO i e
_ Other........ e P 469 .- 19,690 | 13,045 | 14,080 | 16,206°
. Total Non-tax Revenue...........|. 102,011 | | 116,070 | 133,283 | 145,471 | . 160,688
Tota1‘01dmary Revenue .......... 1,463,824 | 2,252,799 | 2,725,004 | 2,510,507 | - 2,435,547
Spmcmn RncEIPTs AND CREDITS— )
’ Refunds of prekus years’ Spemal N R . SR A
Expenditure. /.....coovivviinin,.. 102 L1239 21 . .83, . ., 21
. Special Recelpts—War Approprlatmn o ' L ' :
ActS, v . 16,384 | © 18,651 08,018 360 061 569,150
.. War Donations. .....i..... U ase | Ters | 0 ae | | el
Canadian Wheat Boald—— . 1" s P ; L
Reduction in Reserve Account, . .[............ 6,660 ] . 2,071 . '589 .......... .
Surglusesmcertamspeclalaccouhts P S O 12,625 |......
Cana ian National Railways— I PR A .
. Net -credit due to increase in Cana-|, - - oo . o . P T
dian National Railways Securities| : ' I D S .
* Trust Stock (contra) .............. 1,576 . 81,6601 . 87,838.}. 22,400 . 22,631
Previous' years’ war expenditure on| - . . SRR 1

investment in Crown plants transA : o
fﬁrred to Actlve Assets........... ... R Y [
& o :

18,521 | 57,386 | 193,638 | 385,005 | - 502,137

Capltal and Non~act1ve Accounts—
.. Capital Accounts— Y
Refunds of previous, years e : . ) N C R
expenditure......0. o 00, L. ©.38 102 03 o8 . 375
" Net insurance proceeds on the ! ) R I
P.EI CarFerry.............u. , 084 {...vven.. P R Y P
... Non-active Accounts— A ‘ : R :
.-+ National Harbours Board reduo- ; e o B N R P
tion of indebtedness............. o 33 <15 ..., AT R S
Canadian National (West Indles) o . - ’ .
Steamships, Limited, reductlon R o o .
.. _of indebtedness...............0.[....eos. P P . 164
" Canadian Pacific Rallway— .
repayment of loan made under| -~ - . [. - . . L
Unemployment Relief Act, 1932 D L - L000....... SEPPN PPN evese

Write-downs to ' Consolidated - : r . R Y
Defieit Account— - : ' R
Seed Grain and Relief Loans 58 42 29 DR i A ]
. Total Capltal and Non—actlve : IR o ’ e )
00 Accounts. ...l oo L1134 oo 189 ) 1,286 | 1,332 . 420
. Total Specml Recelpts and Credlts " 19,634 ' 57,545 " 194,924 . 387,237 L 592, 557
GRAND ToTAl REVENUE................ . 1,483,458 | 2,310,344 | '3,020,018 | 2,906,834 | 3,028,104

Less estimated amount of Income

.and Txcess Profits Taxes refund- . ’ o
_ableafterthewar..............oulesennens 70,000 { 155,000 [ - 219,500 | ....72,500

11,483, 458 2, 240 344 ,-2 765, 018 2,687,334 | 2,955,604

) O] Revlsed to be’ comparable to the presentatlon used in Public ‘Accounts, of 1943-44, by nentmg ‘the
adjustments affecting the Canadian National Rallways Securities Trust Stock.




48

STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS
FOR THE LAST FIVE FISCAL YEARS .

(Thousands of Dollars)

. Estimated
—_ 194142 1042-43 1943-44 e 194445 1045-46
ORDINARY EXPENDITURE $ $ $ $ $

Agrieulture................ i reeieiieeces 8,430 8,492 8,841 9,424 10,318
Auditor General’s Office................ 457 441 348 361 379
Civil Service Commission.......c...... 399 427 456 461 480
External Affairs, including Oﬁiee of Prime| -

Minister.. . ooveveiiieeneinnenearanaees 1,052 1,156 1,596 1,974 4,770
Finance— .

Interest on Public Debt............... 155,018 188,556 242,681 318,995 408, 960

Cost of Loan Flotations and Annual . :

Amortization of Bond Diseounts and| ’

Commissions.. . ..o cereeininnennns 16,350 13,838 19,285 20, 679 22,310
Premium paid on redemption of ealled

bonds. .ovvovveiiiiiiinn P PP PP S 5,842
Subsidies to Provinees 14,490 14, 449 14,445 14,447
Wartime Prices and Trade Board—

Dominion Fuel Board Administra- )

tion, coal subsidies and subventions 4,880 | (1) — — | @ - o -
Miscellaneous Grants and Contribu-

BIONS. v v iiaeie st e 531 526 528 . 531 951
Civil Pensions and Superannuation.-. .. 445 398 356 | - 325 297
Government contribution to Superan-

nuation Fund. ...l 2,347 2,341 2,299 2,841 2,700
Old Ago Pensions, including pensions to

“blind PEISONS. « ¢ vevvorrneanernennsns 29,612 29,976 30,877 32,187 | () —
Premium, Discount and Exchange. . - - — 16,348 14,735
Compensation to Provinces \mdex

Dominion-Provincial Taxation’Agree-|

ments— :
Income and Corporation Taxes.... 21,120 85,942 83,678 | 82,977 04,343
Gasoline Tax.....oovveeeiiinnns. - 8,273 11,757 10,357 3,709
Administrative and Sundry Expendi-
BUTe. e r v i i 3,807 4,181 4,472 4,724 7,580
O 5] DTS S 1 P NI 1,679 1,699 1,696 | . 2,159 38,822
Governor General and Lleutenant Gov-|
123011023 226 225 222 223 . 228
Insurance.... 181 182 183 185 198
Justice.......... e titetean e ias 2,057 2,667 2,678 2,696 2,843
Penitentiaries......c.ovvieiiiiinniie 2,786 2,772 2,799 2,936 3, 258
Labour.......... SR 762 698 < 1,147 1,419 1,591
Technical Education 41 19 23 25 29
Unemployment Insurance Act, 1940—

Administration............co00in 2,344 4,657 5,171 5,115 6,202

Government contribution........... 7,287 11,487 12,344 12,746 12,514
Government Annuities— .

Payments to maintain reserve....... 617 408 32 257 204

Legislation— .
House of Commons.......cooveivuenn, 1,408 1,827 1,915 1,612 2,236
Library of Parliament................ 72 76 77 ] R 5 73
Senate ................................ 424 555 562 ) 485- 727
16116 ¥ 21 47 61 86 96 98
Chief Electox al Officer, mcludmg clec-| '
15003 11 282 1,447 88 179 3,089
Mines and Resources— )
Administration. ............. e 178 160 167 161 166
Immigration............. e 1,289 1,268 1,262 1,811 1,523
Indian Affairs.......coovvvnnn.. e 5,000 4,978 5,177 6,164 | (3) 4,479 .
. Lands, Parks and chsts ............. 1,959 1,753 1,586 1,832 2,608
Survcys and Engineering.............. 1,128 1,129 1,272 1,610 1,822
Mines and Geological Survey.......... 1,156 | - 1,140 1,125 1, 217 1,303
Munitions and Supply........coeiuenlnn 12 12 14 *) —
Dominion Fuel Board Administration
Coal subsidies and subventions......| (8 =~ — 4,965 2,165 2,787 (4 —_
National Defence— :
Administration......... e 43 44 36 40 + 40
Sundry Services.....ovoviiiianann. i 223 371 32 20| 82

(%) See Departments of Munitions and Supply and Reconstruction and Supply.

(2) See Department of National Iealth and Welfare.

(%) Medieal eare of Indians transferred to Deparbment of Natlonal Health and Welfare in 1945-46.
(*) See Department of Reconstruction and Supply.
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STATEMENT OT EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS
FOR THE LAST FIVE FISCAL YEARS—Continued

! (Thousands of Dollars)

. . Estimated
. . 104142 . 1942-43 . 194344 1944-45 104548
. ’ T8 g - ER 8 8§
ORDINARY Expenprrure—Con. o . .
‘ National Health and Welfare........... 1,246 1,244 1,617 1,725 6,133
d age pensions, mcludmg pensions to . : - :
‘blind persons.......... 0.0 iiein. %) — | ® — | () — | () — 33,715
Family Allowances P R Y Y PO 172,632
 National Film Board ®) —1 ® — 1 ® =1 — 1,146
National Revenue (mcludlng Income : B ' L
CoTAR) e -13,428 15,190 17,721 ¢. 20,114 | "~ 22,‘631
Natlonal War Services.. 682 | - 428 547 . 838 o4
Post Oﬁice.........,....., .............. 41,502 44,742 |- . 48,485 54,629 57,730
Privy Councll............; .............. 54 62 .80 81| 85
Public Archives......................... 123 - 123 . 124 124 127
Public Printing-and Statlonery .......... 195 245 . 235 232 . 237
Public Works.......ovviirenrennnnennns 11,937 12,014 12, 281 : 13 169 |- 16 263
Reconstruction 'md Supply....o.oviunen. .- — . ' - 82 014
Dominion Fuel Board Admmlstratxon, : . I
Coal subsidies and subvcntlons. e ) — (&) — | E") =™ — 2,841
National Research Council.............. @) — 1 ® — 8) — 887 1,195
Royal Canadian Mounted Police....... . 5,085 6,242 | - 6,678 ,7 183 : 7,284
Secretary of State.............oovvil ) 823 820 831 | .. 84| - . 955
dee and Commerce A (% 6,200 4,566 | . 4,196 . 3,497 - 4,057
Canada Grain Aet.............0...... 1,909 |. 1,918 [ . . 2,089 2,333 | 2 302
Mail Subsidies and Steamshlp ‘Subven- . : . I
BONS. oo e - 616 {- 6167 . . 800 . 869 994 .
Transport— ’ : . : . . [
‘Administration....................... 388 | - 375 J . 397 402 - 420
- AirService........... T 3,386 . 3,334 3,593 3,939 4,199
Marine Service........ e, “. 4,010 4,257 - 4,504 . -4,807 |- 4,844
Railways and Canals.................. 3,694 3,340 | 4,000 4,260 © 4,374
‘Maritime Freight Rates Act.......,.. 3,035:] . 4,804 5,058 14,733 4,346
Railway Grade Crossing Fund......,. 25 12 o7l e 34 : 32
Veterans Affairs— . ! | :
Departmental Administration......,.:| 182 162 176 . 195 4 . 1 , 141
Densions (War 1914-18 and military).... 40, 569 39,684 38 998 39,372 40 004
War service gmtmt]es and re-establish- 1 B g
_ menteredits......l.. ..ol — - =] 20,228 | (10) —
Treatmerit and after-care of returned . | . -
soldiers and allowances to dependents 12,667 12,689 | - - :14,0507} - 19,845 . - 28,531
Soldler Settlement and Veterans Land ' D © :
.................................. 564 f- - 567 . 837 . 1,301 3,163
Total ordinary expenditure...| = - 444,778 561,251-| 630,381 767,370 1,001,845
CariTAL EXPENDITURE ) ) ) o
Raillways....cooveeivinieainernnnnns 4 38 692 | - 630 |- ¢ 2,313 .
Public Woxks ......................... wl 3,426 3 238 1,930 2,634 - 2,200
Total Capltal Expendlture 3,430 |- 3,276 . 2,622 . 3,164 o 4,603
WAR AND DEMOBILIZATKON EXPENDITURE|
National Defence—Army— ; ‘ Lo o
Army Services..........ocoeinvininn. 502,773 | 1,021,944 - 1,312,348 | 1,243,732 - 853,600
Internment Operations................ . 1,370 - 1, 556 1,100 | . 1,580 1,014
Inspeetion ;Board of the U.K. and ) : | L R
Canada..............ccovveeeienss T4, 876 10, 946 . 10,522 8,362 | 6,124
U.K. Settlement—War Clalms L . B . 71,250
Sundry. ..o e, 2, 150 o8, '344 .- - 4,835 0 8,080 - 8,474
. ) : 511 169 1,087,790 | -. 1,828,806 |' 1,261,754 | . 940,468
National Defence—Naval'Serviees ...... 1_29, 368 210,182 | .. 869,666 |- . 417,099 241,800

(53 See Department of I‘ inance. - ’ o
(6) Included under Department of National War, Servmes e
(") See Department of Munitions and Supply. . I
+ (8) Included under Department of Trade and Commeree. o
(?) Includes an amount of $2,615,000 for census of populntlon of Canada. ) ) ;
(19 See War and Demobilization. S . AR
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STATEMENT OT EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS

FOR THE LAST TFIVE FISCAL YEARS—Continued

(Thousands of Dollars)
: Estimated
— 1941-42 104243 1943-44 1944-45 1945-46
$ $ 8 $ $
WaR anD DEMOBILIZATION LXPENDITURE ’ :
—Continued
National Defence—Air Services— . .
Overseas War Establishment.......... 13,333 23,666 |. 383,888 759,070 =
Overseas Operations........ccovvvnunn — —_ — - 142, 539
Home War Establishment....... 109,820 226, 550 312,761 227,942 v
Western Hemisphere. Opemtlons — - N — S 93,215
Air Training........... 247,383 366,897 233, 893 272,342 —
Training Org panization — 60, 669
Repatriation and Demobilization . — —_ — —_ 72,153
. U.K. Settlement—War Claims........ —_ — — —_ 82,815
Restricted Servicing Units............ ¢ — — - - 39,539
General Servicing Units............... —_ —_ - — 14, 896
Surplus Equipment Units......:...... — —_ - — 815 °
Headquarters and Commands Adm1 n-
ISETAtion.. .o u v i ceen — - 17,871
UNATY .o vee s - 113 12 124 96
870,649 617,235 930,666 1,259, 4567 594,608
Reconstruction and Supply (formerly| . 1 . :
Munitions and Supply)— .
Administration........c.ooiieiie, . 4,930 9,457 9,957 8,841 6,900
‘Expansion of Industry........... R 247,761 469,075 672,804 205,039 106, 000
Acquisition of U.K. Assets............ - 200,000 5,000 1,964 —
Termination of Contracts............. —_ — —— — 145,000
National Research Council........... 1,125 2,091 2,040 2,932 ,382
T TH T — . — — .= 3,133
253,816 681,228 690, 401 218,776 268,416
Agriculture— .
Disposal of agricultural products rend— .
ered surplus by the war............. 2,260 2,901 1,876 1,194 355
Subsidy to increase export bacon puce :
to secure adequate supplies for the
68 C O 2,281 — — — —
Payment on cheese exports to the
................................ 1,784 - —_ — —
I‘mmht assistance on western feed '
L 3 VT T P 3,972 10,318 17,754 15,943 17,316
Payment to iner ease the income of
farmers in the spring wheat area of :
Western Canada. .......oovivvnnnn.. 16,209 2,678 19 2 1
Fertilizer subventions and freight allow-
Coance,...... e ire e iaas — 1,036 903 350 713
Subsidy on western wheat used ex- )
clusively as feed for live-stock....... —_ 836 4,500 7,471 7,863
Subsidy on milk and milk products.... — — 29, 505 42,330 41,659
Premium on hog carcasses suitable for )
export to UXK......oooviiiivininnnn. — — 3,855 14,091 9,573
To provide for reserve stocks of feed ’
BIAINS. cseareantenenenarasrnsnsanests — — 1,292 715 1,277
ST e 791 2,211 4,589 5,068 4,221
. 27,387 19,980 64,298 88,054 82,978
Iinance—
Comptroller of the Treasury 3,866 6,493 8,404 9,216 9,373
Payment of premiums on the pu1 chase .
of Dominion .of Canada Registered
[ 170101 [ RN 8,100 126 13 14 12
Wartime Prices and Trade Board— : .
“Administration........ccoiveeennns 1,437 9,278 13,705 12,720 14,761
Subsidies due to application of Order
placing & ceiling over all prices..... 3,242 67,715 81,519 107,338 97,850
Advances for payment of drawback . ’ .
claims to millers and other manu-
facturers of wheat products.......... —_ (1) — 20,500 19,700 14,750
Advances to the Canadian Wheat Board :
to cover deficits in certain Board
OPerntionS. cvvveivrviineteneennanas — — — 13,058 —
House Conversion Program........... —_ — 841 4,053 1,787

(1) See Department of Trade and Commerce.
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STATEMENT OF EXPENDITURL‘S BY MAJOR CATEGORIES AND BY DL‘PARTMENTSV
FOR THE LAST FIVE FISCAL YEARS—Continued

(Thousands of Dollars)

o : . Estimated
— e 1941-42 1942-43 1943-44 -1944-45 1045-46
) - $ $ ] $ 8
WAR AND DEMOBILIZATION EXPENDITURD R
- —Continued
Tinance—Concluded ' R T RS R S
Old Age Penswns, increased benefits. .| - — — | ¢ 3,062 - 8,788 - (12) —-
Hahfax V-E Day Hisorders and explo- ' L NN
. sion— - . - ‘ .
Payment of claims................ — — R IR A Yy ) |
L‘xpenses of mvesf;lgatxons ........... - | - | — oo T 260
CBundry.. s e ’ 80 1,061 - 417 { - -."1;632 | - 955 -
ST B . 16,795 84,663 | .. 198,461 | . 176,619.]. . 144,309
. Lahour— s S g ' o ‘ N L .
Industrial trammg .................. o 4,509 4,360 - 3,478 | 0 1,617 [ 701
Training aireraft mechanies........... .- 1,480 |- . 2,019, .. 1,378 . . 333 .. - '3
National Selective Service program...{ C— 4,787 © 9,346 | .- 11 098 |~ 11,319
Removal of enemy allens from pro- ‘ . . | - . : S ..
tected areas.......iviiviiiiiiin )l o e | 4,328 . ..2,645 | 2,187 |- - 2,114
Vocational training for - discharged . L T L
members of the Canadian- Armed| . B o Lo ) .
0T T O ' 3| .22 - 167 602 : 4,357
Sundry....oovvvviniiininnn, Ceeeas 493 1,361 2,724 | . B3,8774 - 4,413
P v 1 6,664 18,827 ..19,638 .. 19,664 | 22 907
Mines and Resources——- B [T PR R
Prmce Rupert—Ter race——Cedarvale : - ) I )
CHighway .. oieeeee il R 10 © 2,065 ). © 5,750 . 2,499 S 8
L‘mployment of Japanese....’ ........ -7y 1,080 894 511 262
Sundry....... .00 v e : 678 - 1,626 . ., 2,761 2,804 | 3,205
, . : 759 6,277 C 9,406 . 8,814 8,476
" National War Services— ) : : : . ! RPN R C
War charities—Auxiliary servxces. PR 1,175 6,400 10,9107 . 15, 933 . 013,062
* National Film Board................. .- 10 .o122) - 1,220 1,841 | (1) —
- "Censorship.............. e, 221 - 1,070y . 1,727+ 1,8561. - 846
, Sundry ......... v eeeeaeeeneay e : 2,011 954 L3301 6,82 338
. 8,218 | 8,846 .18, 187‘ 26,982 14,246
National Health and Welfare— ' : ’ . :
* 0ld Age Pensions, increased beneﬁts — — B — (13) — 9,103
National Film Board...."............ (M) - ) — ) — e 1,408
~ Canadian Information S‘vervxce . ' S .
(formerly Wartime Information . o P e
Board):.oivvieieniiineneniniinines . — 1,474 - - 769, © 1,700 -,'1,229
. Sundry...... neeireiied. e ("’ — *® —. | ¢ - 1,340 | . 745 -
K Y . — | T e | 8,000 12,480
Pablic Works. ... ovorevianieerevnenens 4,497 6,880 6,467 6,500 : 6‘,231
Royal Canadian Mounted Police........ 3,001 8,870 /,,26‘7 .- .8,709 C 4,778
Trade and Commerce— .- C ' s . o A B
Gift of wheat to Greeco...... e e — -7 83,835 - 8,798 .- 6,749 . —
Canadian Wheat Board— . : : B I T
Advances for payment of drawback| - . - : 1 . e
claims to millers and other manu-| . = . o P R
facturers of wheat products........ —— 3,000 | (®).:— (13) — By —
Special administration expenses...... I N —_ — 963
* Canada’ scontnbutxon to UNRRA ..... . — | = co =l (18— | . (15)104,830
Sundry.....ooviiiiviiiiiiinin i - 80 o 529 745 670 808
. 80 7,864 9,648 . 7,419 106,601
Transport ............................... - 6,228 5,762 9,841 - 18,077 |0 0 14,692
Acquisition of Alrﬁelds and Works )
-from United States Government. ... . . — — - 66,600 -: 18,661 —_
Veterans Affairs— Y : ) : :
Treatment—Defence Forces........... ‘ —_ — —_ 11,449 26,380
” Pensions—Defence Forces............. ’ - | il — 11,039 | -~ - 22,213

(12) See National Health and Welfare.

(13) Sce Department of Finance.

(“; See National War Services, . .

-(35) Included in Pensions and National Health, - :

(15) Additional amounts contributed to UNRRA are mcluded as follows' in- 1943—44 855,500 expended
by the Department of External Affairs is listed in this_table under **Other- Departments H 1n 1944-45,

. $11,093,000 and in 1945-46, $38,022,000, expended by the Mutual A1d Board, are hsted under: *The War

Approprmtlon (United Nations Mutual Aid) Acts.” .
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS
FOR THE LAST FIVE FISCAL YL‘ARS——C’onlmucd

(Thousands of Dollars)

Estimated
—_ 1941-42. 1942-43 1943-44 . 104445 1945-46
$. $ $ 3 $
WaR AND DEMOBILIZATION EXPENDITURE
—Concluded
Veterans Affairs—Concluded
- Additions, alterations and improve-
ments to departmental hospitals, . q .
including land purchases............. .- — — 5,738 . 7,131
Poﬁt—dlschm ge re-establishment—
rehabilitation benefits....ooovin e — —_ — 2,468 32, 131
War service gratuities and 1e—establlsh-
mend eredits. vve et i iaes —_ —_ —_ [ 239, 592
(3171 BN — —_ — 1,165 968
—_ — — 82,769 828,415
Pensions and National Health— :
Treatment—Defenee Forces........... 2, 696 4,175 . 6,456
Pension— Defence Forees.............. 886 2,760 5,637
Air Raid Precantions. .......ccovvueen 619 5,027 | . 1,724
‘ Post-discharge re-establishment....... 104 296 472
[ TG 1,308 2,002 3,063
5,613 14,3820 17,952
Canadian Mutual Aid Board—
Military Relief......coovvenenennns e — — — 50,199 34, 000:
Mutual Ald...oooiiiiiii it —_ — —_ — | (&) 725,900
— —_ . — 60,199 759,900
Other Departments....ocovivvienenies e 1,610 1,767 2,479 8,617 8,161

1,339,674 | 2,724,249 | 3,674,420 | 3,615,100 3,474,412
The War Apm opriation (U.X. Financing)

ACk 1042, ... oo oeireneesneresens — | 1,000,000 B - —
The War Appropriation (United Nations|
Mutual Aid) Acts..vveiiiniiennts —_ — 912,603 803, 346 84,042
Total War Expenditure......... 1,339,674 3,724,249 | 4,587,023 | 4,418,446 3,558, 454-

SreciAL EXPENDITURE
Agricultuml and Relief Projects......... 8,500 5,013 ' 3,751 3,809 Co 4,422

Western Drought Area Relief—
Prairie Farm Assistance Act, 1939—

- Administration........coviiiiiiin 423 157 217 188 32T
Advances to Prairie Farm Imer-
geney Fund.....ooocviiiiiiiiniann, 11,848 249 2,578 1,295 12, 052
Wheat acreage reduction plan— - .
Administration..........oooiiin 980 1,342 848 261 163:
Payments of awards to farmers.. 29, 654 24,527 30,102 1,707 394

Provision of reserve-to meet deﬁc1ts
resulting from the operations of the
Canadian Wheat Board not prevxously . : ’
provided for........ccoiiiiiiii i 12,571 — —_ 186 —

Total Special Expenditure....... 63,976 31,288 37,496 7,606 .17,3858:

GoverNMENT OwNED ENTERPRISES

. Losses charged to Consolidated Deficit

Account—
. Prince EBdward Island Car Ferry and . N
Terminals. . ..o iiiiiiiiiiiiianaes 424 591 698 773 . 688"
National Harbours Board............. 33 — 30 59 86.
Total Charged to Consolidated
Deficit Accounb........ovvvii 457 591 728 832 774

(17; Included in ordinary expenditure
(18) Excluding amounts for UNRRA listed nbove and amounts provided from separute Approprmtxon

Acts listed below.
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS

TOR THE LAST FIVE FISCAL YEARS—Concluded
(Thousands of Dollars) .

396,530

2,558,218 |,

_— 104142 | 194243 | 194344 | 10a4s | Psbimated
$ 8’ $ ] $
GoverNMENT OWNED JENTERPRISES—
Concluded -
Loans and advances non-aetive— .
National Harbours Bomd ............. ) 758 657 579 526 560
- Total non—actlve advzmces ....... e T8 667 579 526 . 560
" Total government—owned enter~ ) : ) :
prises......... ST T PPORTINRR 1,215 1,248 1,307 1,358 1,334
] . Ormer CrarGES
Write-down of assets chargeable to Con-
solidated Deficit Aecount—
Reduction of soldier and general land . :
_ settlementloans..................... 271 51 - 553 825 36
Yearly established losses in seed grain ;
‘and relief accounts—Department of : ;
Mines and Resources................ 58 492 - 29 36 45
Canecellation of Canadian Farm Loan . ,
.Board Capital Stock:.......... ... o 10 7. -5 1 1
To provide a reserve for possible losses| - - . ke ..
on ultlmate realization of Active] . ) ’
Assets. ... .vvii e i 25,000 25,000 25,000 " 25,000 25,000
Canadian Natlonal‘ Railways ‘Securities| .- . o ‘ o
Trust Stock— | : ‘
Net changes in Dominion’s-equity in B [
Canadian National Railways..... . 1,576 81,560 37,838 22,400 22,631
:Total‘pthel' charges............. ' 26,915 56,660 63,425 47,762 47,713
Grand total expenditures........ 1,879,988 | 4,377,972 | 5,322,254 5,245; 612 4,601,307
SUMMARY OT REVENUES AND EXPENDITURES
. (Thousands of- Dollars)
—_ 104142 | 104243 | 104344 | 10445 | TSHmated
'8 '8 $ $ 3
Oldlnsﬁy TeVenues....:...... e P 1,463,824 | 2,182,799 | 2,570,094 | 2,300,097 '2,363,047
Capital refunds...........ooiveninn . 1,022 102 93 728 | . 375
Special receipts and other credits........ 18,612 | . 57,443 , 194,831 386,509 502,182
Total revemues.......oovenennn 1,483,458 | 2,240,344 | 2,765,018 | 2,687,334 2,955,604
Ordinary expenditures............... . 444 778 561, 251 630,381 767,376 1,061;845
Capital expenditures........ccoovvvnnnn. P 430 . 3,276 2,622 3,164 4,603
War expendltures ........................ 1, 339 074 | 3,724,249 | 4,587,023 | 4,418,446 3,558,454
Special expendifures. ................... 63,976 31, 37,496 7,506 17,358
Government Owned Enterprises........ 3 1,216 ,248 1,307 1,858 -+ - 1,334
Other eharges..,t ....................... . 26,915 56,660 63,425 47,762 ' 47 713
Total expenditures........ ..o 1,879,088-| 4,377,972 |. 5,322,254 | 5,245,612 '4, 691,307
Total deficit or incie&s’e of direct net debt 2,137, 628 2,587,236 1,735,708
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 ANALYSIS OF REVENUES, 1945-46

3. The grand total of revenues of the Dominion Government for the fiscal
year ended March 31, 1946, are estimated to amount to $2,955,604,000, repre-
senting an increase of $268,270,000 from the previous year. Revenue from tax
sources declined by $99,267,000 from 1944-45, reflecting reductions in tax rates
made after the end of the war, but increases of $15,217,000 in non-tax revenues
and of $205,320,000 in special receipts more than offset this reduction. A table
on page 58 gives: a detailed comparison of the actual revenue results with the
forecast presented in the Budget Speech of October 12, 1945.

4. Tax revenues again reflected the predominance of direct taxes on incomes
and profits characteristic of the war years. Of total tax revenue in 1945-46,
almost 649, arose-from direct taxation as compared with 32.6% in 1938-39,
the last pre-war year. ' ' '

5. The amount of reserve established in the fiscal year under review for the
refundable portion of income and excess profits taxes was $72,500,000, of which
$5,000,000 was in respect of personal income tax and $67,500,000 in respect of
the excess profits tax. This has been deducted in arriving at the revenue total
given above. When added to the reserves previously set aside, this addition
brings the gross total liability established at March 31, 1946, to $265,000,000
for refundable personal income tax and $252,000,000 for excess profits tax, or a
gross total of $517,000,000. After deducting repayments of refundable. taxes
made to March 31, 1946, the net liability as at that date amounted to
$515,737,000. The distribution of the gross reserves of the two taxes by the
taxation years to which they relate is now estimated as follows:

’ o . Refundable: | Refundable
Taxation Year : Personal Excess

.Income Tax { Profits Tax
R $
58,000,000 31,200,000

" 135,000,000 67,500,000
72,000,000 72,700,000

.............. 70,500,000
.............. 16, 100, 000
~Gross Total...... e ereeree ey et ety 265,000,000f 252,000,000
Less repayments.....ocuvev...... e et e e e, 1,259,382 3,783

Net Totaloi.vvueniinreiieininnenannnas e eeete et 203,740,618 251,996,217

*Corporation fiscal years ending in 1946 prior to March 31st.
ORDINARY REVENUES

. 6. The personal income tax, which yielded $691,586,000, was again the
largest single source of tax revenue, although yielding $76,169,000 less than
during the previous year. This decrease reflected the 169, reduction in tax
effective from October 1, 1945, as provided in the budget of last Fall, and in
part also the moderate decline in incomes which followed the end of the war.
The decline due to these causes was, however, partly offset by the recovery of
family allowance payments from taxpayers through deduction at the source
which was in effect during nine months of the fiscal year 1945-46.

Mention has been made previously of the reserves now established for the
refundable portion of the personal income tax. The additional ‘amount of
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$5,000,000 set aside. in 1945-461represented; an increase in.the reserves provided -
previously against the years 1942, 1943 and 1944, when this tax was in effect
cand brings the net total liability at March 31, 1946 to the amount of $263 740, 6‘18

7 Cmpmatmn income tax and the excess pioﬁts tax are both 1ev1ed on
business proﬁts and may appropriately be discussed together. The yield of the
corporation income tax revenue amounted to $217,834,000, and revenue from
the excess profits tax to $494,196,000, giving a combined total of $712,030,000,
compared with a combined total of 55742 209,000 in_the previous year. This
decline reflected principally a moderately lower level of corporation profits in
1945 and to a minor degree the changes in the excess profits tax introduced in
the 1945 budget. © The nature ‘of these changes was such that their main effect
w111 be felt in the ﬁscal year 1946-47 , :

. The amount of 1efundable excess pioﬁts tax reserve has been shown pie-
“viously in tabular form by the individual taxation years to which the total
applies. The liability to pay this tax has been lifted in- ‘respect of profits earned
-after January 1, 1946, but must be paid by any company having .a fiscal year
-ending after that date. on the proportionate part.of its profits falling in the
calendar year 1945. The full final liability for the refundable ‘excess profits
tax, therefore, has not yet been established as companies having a part of their
fiscal year falling in' the. calendar year 1945 will be requxred during 1946 'to pay
this tax on a part of their ploﬁts proportionate to the portion of their ﬁscal year
-which was. 1ncluded in 1945. S o IURATE

"8. Revenues under the headings “Taxes on D1v1dends and Inteiest” and
" “Taxes on Rents and Royalties” are derived from special taxes. imposed largely
on income going to non-residents of Canada under authority of Section 9b of
the Income War Tax Act.. In 1945-46 -revenue -under these two ‘headings -
amounted in total:to $28,310,000, and was derived pr1n01pally from the 15% tax -
on 1nte1 %t and d1v1dends pa1d to nop-r emdents L ‘

9 Successmn duties, which have been 1ev1ed only since’ 1941 by the Dom—
inion Government, have shown a gradual increase from year to year since their
inception. - The revenue from this source was $21,448,000 in 1945-46 compared
with $17,251,000 in 1944-45, &’515 020 000 in 1943 44 5513 273 000 in 1942—43
and %6, 957 000 m 1941~ 42 ,

'10. Gross fevenue from customs duties in 1945—46 amounted to $174 076 000
.compared with gross revenues of $173,730,000 in the previous year, Whlle net
© revenue-after deducting refundsand drawbacks amounted to $128; 877 000 com-

paied with $115,091,000 in 1944-45. e y . n

‘As explained in the Appendix to the 1945 Budget Speech very substantial c

amounts of customs. and excise revenue have been.remitted in recent years
in respect of munitions and war supplies exported from Canada to Allied Govern—
ments -either as cash sales or under the Mutual Aid Acts: These remissions
reached their peak in the fiscal year 1944-45, and -their decline to a loiver level
in 1945-46 accounted almost entirely for the increased net. revenue in the:latter -
year. In the fiscal year 1946-47 refunds and drawbacks of customs revenue
Wkl)il 1((—3:1turn t0. a n01ma1 level with the. cessation of the shipment of war supplies
abroa o : :

1L Excis_e duties are_levied exclusively on aleoholic beverages and tobacco
products under the Ixcise. Act., :Total revenue 'in the fiscal year. 1945-46
,amounted to $186,726,000, an increase of $34,804,000 over the. previous year:
Of this increase alcohohc beverages, due to an increase in consumption following
the rescinding of - the restrictions imposed by the Dominion Government under
. the Wartime , Alcoholic, Beverages, Control Order, contributed $19,142,000,
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‘while tobacco products contributed $15,086,000. The extent of the smokers’
contribution to the Federal Treasury is indicated by the over-all revenue from

tobacco products (including the yield of the additional taxes imposed under

the Special War Revenue Act on tobacco, cigars, cigarettes, cigarette papers
and tubes, pipes and smokers’ accessories) which amounted in the fiscal year
1945-46 to over $174 000,000, a sum equal to about 409, of the total tax revenue
of the government in the last pre~-war year, 1938-39.

12. Under the heading “Txcise Taxes” are included the wide vatiety of taxes
on commodities and services levied under the Special War Revenue Act, of
which the sales tax and the taxes on tobacco products were the largest sources
of revenue in 1945-46. - Gross collections of $610,915,000 were lower by -$126,-
869,000 than during the previous year, due in substantial part to the exemption

“of building materials from sales tax in May, 1945, and the further exemption
from sales tax of machinery and apparatus and the rescinding of the War Iix-
change Tax in the budget of October 12, 1945. Refunds of excise taxes declined
from $194,719,000 in 1944-45 to $114,005,000 in 1945-46, however, due to re-
duced remissions on munitions of war exported to our Allies, with the result that
the net revenue declined by only $46,155,000 as compmed with the decline in
gross revenue of $126,869,000.

The tax sources which showed the lalgest 1educt10ns in 1945-46 and the
amounts by which revenue was reduced in each case are set forth below:—

008 T vt e e e etseiaenesncnensarnsnansonssnsrsosersnsnansnssosnnares $ 77,856,000
War Exchange Lo, .o iiit ittt it e it ii it iie e cinrerearneanenenrrennn 56. 966, 000
BV OIS 1« o vttt ee et s antaeneenreeaarrarereeantaratnetnnranionararereannn 2,785,000
Electric and gas appHanees. i vveve et iiiseeeensreroonsssnseeressnssrsnsen © 2,785,000
Sugar.....ooviein.. ot e e et he et et aee e reeeee e, - 1,769,000

Curtailment of available supplies of sugar accounted for the decline in the
sugar tax and the tax on beverages. The tax on electric and gas appliances was
repealed in May, 1945, and was, therefore, not in effect during the greater part
of the fiscal year. The reason for the reduction in sales tax and War Exchange
Tax receipts has already been mentioned.

Tax sources from which increased revenue ias derived, and the amounts
of the increase in each case were:—

Clgms cigarettes and tobRCCO. ...ttt i i et $ 7,922,000
Stamps, including taxes on jewollery, chm').wale, cabaret attendance, etc.. 3 401 000
Transportation and commumca,tlon........................................'. 2 688 000

13. Small amounts of tax revenue are derived from the tax on the. note cir-
culation of the chartered banks, which decreases from year to year with the
decline in such notes as provided by statute; from taxes on the net premium
income of insurance companies; from a tax on the export of electric energy from
Canada; and from a tax on the export of furs from the Northwest Territories.
Revenue from all these taxes amounted to $8,972,000 in 1945-46.

14. Non-tax revenues for 1945-46 are estimated at $160,688,000, an increase
of $15,217,000 over 1944-45. Receipts from the Post Office amounted to
$68,613,000, an increase of approximately $2,557,000. These receipts exceeded
the cost of operating the Post Office by about $10,883,000, if we take no account
on the eredit side of the value of services rendered free of charge to other depart-
ments and on the debit side, of rentals and other costs of premises occupied by
the Post Office. It will be recalled that postage rates were increased in 1943
to obtain additional revenue. Return on Investments realized $70,915,000, an
increase over the previous year of about $10,166,000. The larger items making
up this total arve: interest on advances to Canadian National Railways, $18,400,-
000; Bank of Canada profits, $22,542,000; interest on loans to Foreign Iixchange
Control Board, $8,155,000; interest on bonds held in Securities Investment
Account, $9,555,000; interest on loans to National Harbours Board, $3,950,000;
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interest on loans to Provinces, $2,762,000; interest on loans to Canadian Farm
Loan Board, .$746,000; Soldier Land Settlement loans $588,000; and interest on
advances to Canadian National Railways for purchase of railway equipment,
$2,155,000.

SPECIAL RLCDIPTS 'AND CRDDITS

15. The unrevised total of Special- Receipts and Credits for the ﬁsca] year
1945-46 is $592,557,000 as compared with $387,287,000 for the previous year.
- Of this total, $569 150 000 represents receipts developmg from war expenditures
and’ consists of Refunds of Previous Years’ War Expenditures, $454,549,000,
Sale of Surplus Wal Assets, $44,950,000 and Mlscellaneous War Revenues,
- $69,651,000.

A breakdown of Refunds of P1ev10us Years! War Expendltul es by Depart—
ments, with details of the larger: items, follows:

Canadian Mutual Aid Board. ... ..... ST L8 3,716,000
National Defence—Army.....,..... PO 13,888,000 -
National Defence—Navy..........................0 ' 6,660,000

National Defence—Air—
Ploceeds from  sales of equipment, material and
‘ supplies furnished and services rendered,
$20,101,000; savings on civilian operated air -
tralmng schools, $2,890,000; refunds on con-
tracts after cost audl‘ns and re-negotiation,
© -$4,017,000; refunds. on joint operations
R.CAT. station at Gander, $926,000; sale of ]
-surplus and condemned store_s,f $3,5666,000; - , S
Sundries $577,000—total................... 32,077,000

Reconstruction and Supply—Credit from Munitions Pro-
. duction Allotment Fund representing mainly re-.
turn of working-capital advances from pre-financed
plants, $310,000,000; refunds on contracts in
‘connec‘mon w1th cost audits, -re-negotiation, and
voluntary refunds, $12,700, 000 amortization of
Government capltal on War Supphes Limited
contracts, $55,000,000; amount transferred from ,
' suspense upon hqulda‘mon'of Government equity =~ ‘
in plant of Sorel Industries, Ltd., $10, 000 000;. T

; Sundries $5,353,000—total............... ... e 393 053, 000
SundryDepartments ..... '5,155,000
Total. s\ ee e 454,549,000

It should be noted that most of thése refunds of previous.years’ war expendi-
tures are made out of current war expenditures of other Departments, and that
consequently the bulk of these transactions are merely bookkeeping changes and
not actual refunds of expenditures. There. are. offsetting items in the expendi-
ture accounts corresponding to most of the refunds listed above.

In connection with the amount of '$44,950,000 realized during the year -
thlough the disposal of surplus war assets, it mlght be mentioned that it does not
include residual cash balances or value of inventories in the hands of War Assets
Corporation as at March 31, 1946.

- The larger amounts maklng.up  the total of Miscellaneous War Revenues,
$69,6561,000, are from-the Departments of National Defence—Army, Navy and
Air Services, $3,646,000; Reconstruction and Supply, $62,100,000; Transport,
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$2,030,000; and sundry, $1,875,000. Included in the total for Reconstruction
and Supply 1s the sum of $50 000 000 derived from the operation of P&lk Steam-
ships Limited.

The remaining large item of Special Receipts and Credits is the sum of
$22,631,000 which represents the net result of the change in the Government’s
equity in the Canadian National Railways for the calendar year 1945. This
arises from the Government being the owner of the Railway Company at a time
when the latter is using its surplus earnings to reduce its debts. The surplus
earnings of the Railway Company, amounting to $24,756,000, were paid to the
Government. and show up in the accounts as a repayment of active advances
(see paragraph 36 on page 78). This reduction of debt increases the net book
value of the Government’s investment in the Railway Company by a corre-
sponding amount. It is offset, in part, by a boolk loss on capital abandonments
of $2,125,000. The 1e1namder $22,631,000, is the net increase in the book
vahmtlon of the Canadian Natlonal leway s Securities Trust capital stock.
This is carried on the books as an inactive asset, and the increase in it is shown
here as a special recéipt. It is offset, however by a contra item of the same
amount on the expenditure side, appearing under the heading “Other Charges.”

16. The table which follows gives a summary of the forecast made at the
time of the last budget of the probable receipts ifrom the various sources of
revenue during thie fiscal year 1945-46, and a comparison of these forecasts with
'1'ece1pts for the fiscal year.

: DDTAILL‘D STATDML‘NT or BUDGET FORECAST COMPARL‘D WITH ACTUAL REVENULE

- FOR 104546
Increase ()
or
: ' Budget - decrease (—)
Source of Revenue ' TForecast lﬁa(w:/teu:ule in revenue
Lo . of Revenue as compared
with budget
* forecast
Tax REVENUES o - + (thousands of dd]lm‘s) .
Customs Duties.......... rreeenaes 120,000 198,877 + 8,877
Excise Duties....,.cv0u. AR 175,000 186,726 4 11,726
Excise Taxes: o A ‘ .
Sales Tax (met).cvevvennens. 210,000 212,248 4+ 2,248
War Exchange Tax....... heenes feriesessearsenrenrenes 45,000 41,198 — 3,802
Other Excise Taxes.......oovvvnns T T L TP 250, 000 243,464 — 6,530
Total Excise Taxes,...oerevaraes P FETTTTO 505,000 496,910 — 8,090
Incomeé Taxes: ' ' B
Tax On PErsonal INCOIMES. cov v rvrreiansrsinsesssssnssans 680, 000 691, 586 4 11,586
Corporate Income Tax and Excoess Profits Tax.......... 693,000 712,030 -+ 19,030
Interest and Dividends...o..vvivevinvinnrrsonneneoannns 29,000 © 28,310 — 690
Total INcome TAXES.eveseirereerersosronsranses 1,402,000 1,431,926 -+ . 29,926
Suceession Duties........ b etesenreneasanrs P eenes .. 20,000 21,448 4 1,448
Miscellaneous Taxes...vvveervnreeeens Ceesresteriienareasas 8,000 8,072 + o
Total Tax RevenueS.......vvevrveenes i asreanenans Ceeaeaed 2,230,000 2,274,859 4 44,859
Non Tax Revenues.....vvennns O, Cereresasrannane 150,000 160, 688 + 10,688
Total..,.ove,unes ...... seseresiies 2,380,000 2,435,547 4 55,547
Special Receipts and Credlts ........ . [N 100,000 592, 557 - 492,557
Total Revenue............ A vermesaatoaonnannsosssrsonttonas 2, 480, 000 3,028,104 -+ 548,104
Less Refundable Taxes, .cvevvevariraeorrensaronsonsnins . 65,000 . 72,500 — 7,500
Net Total ReVenUue.....vivveiieiiniienrisnrersoncnnns ceieen 2,415,000 2,955,004 - 540,604
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ANALYSIS OF DXPDNDITURES 1945-46-

17. Expendltules are dealt with under the usual class1ﬁcatlons of Ordmary,

' Capital, War and Demobilization, Special, Government owned Enterprises and

Other Charges. All disbursements under these categories with the exception,
of active loans and 1nvestments charged. to War Appropriations are included
as expend1tu1 es in arrlvmg at the ovel-all ‘deficit or 1n01ease in the net debt

ORDINARY EXPDNDITURDS

18, Ordlnary expendltules are estimated at $1 061 845 000 oompaled W1th ‘

~$767,376,000 in the previous fiscal year, an increase of 35294 469,000. ~The

largest increase was in the payments of family allowances which reached a
total of $172,632,000 in 1945-46—the first year in which such payments’ were
made Other estimated increases over 1944 45 are as follows

Increased interest and pub]lo debt chalges ...... U 97 438 000

‘Increased compensation (*) paid to provinces under War- = -
time Tax Agreements for vacating income and cor-
poration tax fields $11,366,000, less reduction of - :
$6,648,000 under guarantee of gasohne tax revenues. 4,718,000

Increase in Chief Electoral Officer’s expenditure due’ to R
1945 general election..................... P - 2,910,000

Increase in Post Office expenditures.......... ven 500 8,101,000
Increase in Public Works expendltures. N e 8 ,094,000 g
. Increase in cost of tleatment and afte1 -care of 1etu1ned '
- soldiers. .. ... it A WAL 78,686,000

Other increases as well as deol eases effected duung the- year are 1evealed in

the ﬁve—yeal table..

Tt might be noted. that of -the. agglegate estlmated or d1nary expend1tu1es
during - 1945-46 of $1,061,845,000, the larger contractual and -uncontrollable
items total $887,143, 000 or 83 5% of the total. These items are:, . interest and

other charges on the public debt, subsidies and payments, to provmees under
the Dominion-Provincial taxation agleements, fam11y allowances, Premium -

Dlscount and Dxchange unemployment 1nsu1ance, post oﬁice and pensmns

CAPITAL DXPDNDITURDS -

19 Dstlmated cap1ta1 expend1tu1es totalled B4, 603 000 in the ﬁscal year '

"ended March 31, 1946, compared with $3,164,000 in the ‘previous fiscal year.
-The main items are costs of dredglng the . Law1ence Ship Channel, improve-

ments. in connection with civil airways and alrports and the const1uct1on of the

‘new Prince Edward Island car feny

WAR AND’ DDMOBILIZATION DXPDNDITURDS v

. 20..Under the authorlty of the War Dxpendlture and Demoblhzatlon Acts
and the War Appropriation (United Nations Mutual Aid) Acts an estimated
amount of $3,570,666,000 was. disbursed. .Of this amount $12,212,000 was for
loans, ‘advarices and investments treated as active assets, and the remainder, -

(1) An amendment of the agreement with the province of Alberta as a,uthorlzed at the last sessxon of

_ - Parliament resulted in an mcreased payment to Alberta of $11,394,000.
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$3,558,454,000, was classed as war and demobilization expenditures. The
followmg table gives the conespondmg figures for each fiscal year f1om the
beginning of the war.

: , s Charged to ' War . "
Tiscal Year Active Assets | Expenditures Total
8 g J
9,092,742 118,291,022 127,383,764

26,379,066 752,045, 320 778 424 392
42,816,676 [ 1,339,674,152 1,382, 490 828
65,231,622 | 3,724,248,890 3,789, 480 512
91,906,305 | 4,587,023,094 4,678,929,399
35,238,956 | 4,418,446,315 4,453, 685,271
12,212,000 | 3,558,454,000 3,670,666, 000

282,877,367 | 18,498,182,799 18,781, 060, 166

21. The following table gives a summary of disbursements from the War
Appropriation Acts, War Expenditure Demobilization Appropriation Acts, and
other Acts authorizing expenditure for war purposes, classified by Departments
administering the expendltules and segregating disbursements resulting in
active assets.

ESTIMATED WAR AND DEMOBILIZATION EXPENDITURES, 1945-46

. Depzu tment of National Defence——Almy Services. ........ns 8 940,468,000
Naval Services........... 241,800,000
« « Alr Services............. 524,608,000
Department of Reconstruction and Supply................. 263,415,000
Miscellaneous Departments— : o ’
A culbure. .ot e e 82,978,000
Auditor General’'s Office. . . .cov v in it 267,000
Canadian Mutual Aid Board (mcludlng Mutual Aid '
Appropriations) . ... .o i e e 843,942,000
Civil Service COmMmMISSION. .\ o' vv e v e e s e e e eens 641,000
External Affairs, including ane M1mste1 8 Ofﬁce ...... 432,000
B 4 175 1 V- 144,359,000
Fisheries.....covvviiiiiinenn .. e e 248,000
Justice............ ... e e e 19,000
7720 7 1 e 22,907,000
Mines and ReSOUICeS. . v vvv vt e ie e in et i ennnenas 3,475,000
National Harbours Board..........ccoivi .. 318,000
Nationa! Health.and Welfare......................... 12,480,000
National Revenue.............. e 975,000
National War Services. ...oovvveiiier i ineaieanes 14,246,000
Post Office. .. .ot i e e s 185,000
Privy Council. ... vvii it i i i e 42,000
Public Works. ....oviiiii it e e 6,231,000
Royal Canadian Mounted Police...................... - 4,776,000
Secretary of State. ...t : 34,000
Trade and Commerce (including UNRRA Contnbutmns)' 106,601,000
B 01 15) 0o o PP 14,592,000
Veterans Affairs (including War Service Grants Act)..... 328,415,000

Total estimated War and Demobilization Expenditures. .. .. % 38,558,454,000
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Ac'mvn Assn'rs

Purchase of railway equ1pment—1945 Ordels ............... 8 11,399,000

Construetion of dock and rail faclhtles for. Steep Rock IIOII o
Mines, Limited. ..o . 778,000

Loan to Village of Dawson Creek f01 construction of a sewage S
disposal system......... s e e - 35,000

Total estimated active loans, advances and investments from
the War Fxpenditure and Demobilization App1 opr latlons, o
1945—46................:..._..,., .................. TS B 12',212,000

Total estimated disbursements from the War and Demoblh-
zation Appropriations, 1945~46 ....................... $ 3, 570 666,000

"22. The table in the preceding section does not include recoverable outlays
made under the provisions of séction 3 of the War Appropriation Acts which are
classed as active assets rather than expenditure.. Under this section, the Govern-
ment of Canada may act as the agent- of an allied government for any purpose
which will aid directly or indirectly in the prosecution-of the war and any obliga-
tions or costs incurred temporarily or assumed may be paid out of unappro-
priated moneys in the Consolidated Revenue Fund. Furthermore, any expend-

- iture required to be made by the Government under any contraet for war supplies

entered into for the purpose: of enabling any company Wholly owned by ‘the
Government to fulfil its obligations in respeet of orders received by such company
from an allied government may also be paid out of unappropriatéd moneys.

23. The prineipal items of War Expenditure for the fiscal year ‘ended,
March 31, 1946, and.the four preceding fiscal years are detailed on pages 49 to
52, The. expendltures for 1945-46 include both War and Demobilization. costs’
and while there were substantial reductions in actual war costs, these.reductions
were offset in .a measure by new items of expenditure more closely associated
with demobilization. The net reduction last year over, 1944-45 amounted to
$859,992,000. Some of the larger reductions are accounted for by: National
Defence, Army $321,286,000; National Defence, Naval Services $175,299,000;

National Defence, Air Services, $734,849,000; Agriculture, $5,076,000; Finance

$32 160,000; National War Services, $11, 736 000 Some of the services showing
increases are: Reconstruction and Supply, $44,639,000; National Health and
Welfare, $9,440,000;. Trade and. Commerce——-Canada s contribution to UNRRA
$131,759,000 (including that under Mutual Aid) and - Veterans Affairs,
$205,656,000 including increases of $219,364,000 in War Service Gratuities and
Re-establishment credits and $29,663,000 in Post Discharge Rehabilitation

. Benefits. Not including the amounts pald to UNRRA from the War Appro-

priation (United Nations Mutual Aid) Acts, the amount’ expended for Mutual
Aid was $771,920,000 compared with $792,253,000 in the previous year. Details

"of War and Demoblhzatlon Expenditure by departments and services for 1945—46

follow:
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ESTIMATED WAR AND DEMOBILIZATION EXPENDITURES BY DDPARTMDNTS AND

SDRVICDS——FISCAL YDAR 1945—46

Agrir‘ultw e—

Agricultural Supplies Board—" '
Administration............ “® - 24,000
Programmes to encourage . oL

production of essential war

supplies............... ... "~ 568,000
Assistance in disposal of agri-

cultural products rendered

surplus by the war. ,,... 355,000
Feeds administrator' ™ ..... 26,494,000
Flax fibre administrator...... . 20,000
Fertilizers and pesticides
administrator.... ...... 727,000
Seeds administrator .. .... 105,000
—§ 28,293,000
© Meat Bozud....-.:; .......... 9,721,000
Dairy Products Board...... . 16,000
Special Products Boaxd........ . 197,000
Agricultural Food Boaxd....... 44,750,000
Special farm income payments. . 1,000 L
- 54,685,000
Auditor General’s Oﬂice— .
, Audltmg and checking war applopnamon
accounts....... [P e
Canadian Mutual Aid Board— ' ' _ '
Military Relief...............cooiiiinnn. 34,000,000

Mutual Aid: :
Contributions to TUNRRA
(See also below Trade and :
Commerce)............... 38,022,000
_General—Ex - UNRRA (sec :
details in paragraph 24).... 771,920,000

Cwil Service Cmnmzsswn—
Supply of personnel for war services........ 631,000
Payment. of mmlmumlatelallmy fzue?e ste- ‘

nographers and typists............0....... 10,000 .

Eaternal Affairs including Prime Minister's Office—
Departmental Administration and Passport : :
Offices.....vvviiii i 96,000

Representation abroad..................... 56,000
Legation building and residence, Chunking,
China........ciiiii i 11,000

* Includes $84,042,000 charged under Mutual Aid Acts.

~$

809,942,000

82,978,000

267,000

843,942,000

641,000
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External Affairs mcludmg Prime Minister’s Oﬂ“ ice—
Concluded . v

San Franclseo Conference RS .$-:

SUNdries. . . e e

Canadian Representatives at meetlng of :

UNO..o i e e

l"mance——

Payment of premlum on purchase of Domlnlon :

of Canada registered stock...............

Comptroller of Treasury’s Office............

Wartime Prices and Trade ‘Board—
Administration, .............. Cepeseeses
- Canadian. Wool Board Ltd.... .0 ... 0% 0L
Commodity Prices Stab111zatlon Corpor-

ation— .

Administration and Subsidies. .. .. .. e
Payments to millers. and manufactm ers of
wheat produets....... A S

Dominion-Provincial Conferexice...... . ... -

Conversion of large dwellings into multlple
. housing units.............. ... L0

Administration of Employees Instalment
Purchase Plan, Victory Loans........... A
Royal Commission on Co-operatives........
Asisista:?ce in opera’mon ‘of old Vancouver
otel .o e e ,

Investlga,tlon Expenses re the above clauns
Sundrles ...... e ee e svesieuiy Ceeens

Fisheries—

Subsides for:the construc’mon of packer—selner AT

VeSSelS. . v e e,

Subsidies for the constructlon of . dragger, ;

vessels. . ... P R

Construction of ﬁshermens ﬂoats, Pr1nce -

Rupert, B.C...ot oo

118,000
91,000

60,000
B

-

12,000

9,373,000

14 761 000

. 432,000

447 000" K

97,850,000 SORN

14,750,000 ..
120,000 "

11,787,000
235, 000"

97,000 RS

36,000

- Construction, etc of expeumental long line .

VESSele st i e
Expenses re supply of frozen ﬁsh for Br1tlsh
Ministry of Food...... A P
Bonus to crews of fisheries vessels in ‘war

Compensation for war damage to ﬁshlng boats, .

AN ZOAT. ..ttt e e
Salt I‘1sh Regulatlons—Admmlstramon
Canned Fish Regulatlons—Admlmstratlon

Justice— ‘ , R
War Measures Act.........: e as AR
Expéenses re enqmry 1nto Hahfax dlSOI‘delS
Prize Courts........... AP e

Sundries....... e PO S S

..............

. 20,000,
Payment of claims re V-E- Day dlSOI‘del‘S at’. oo e
" Halifax and explosion at the Naval Maga— s
zine, Dartmouth; N.S......... ...l 05. .

4,611,000 5
260,000

144,359,000

/248,000

- 19,000



64.

Labour— o : :
iz Industrial training for war WOlk ........... 8 701,000
Training of young men for aircraft manu- :
facturing, etc..........ooo it 3,000
War emergency training—Administration... . . 67,000
Vocational training for discharged. members
- of the Canadian Armed forces............ 4,357,000
National War Labour Board........... e 435,000
Wartime Labour Relatlons Boal d— : '
Administration........... ... . L 96,000
Western War Labour Boar d— B . '
Administration............. ..., 12,000 .
Wartime Bureau of technical personnel. . .... 147,000
Personnel Management training............ - 3,000 ¢
National Selective Service Pro- :
gramme— ‘
Labour Supply Admlmstla- L o
BOM. vt e v e $ 764,000
Mobilization D1v131on ........ 815,000
Manpower statistics units... 137,000

Expenses of work done by Un-
employment Insurance

Commission.............. 9,290,000
National Registration— - - o , ‘
Administration....... e 313,000, -
-— 11,319,000
Co- 01d1nat1on of shiploading and unloading . o

operations at Halifax.................... _ 100,000
Stabilization of longshore labour, Halifax. . - 362,000
Universities—Accelerating courses and loans - .

tostudents.......... .. i 60,000

- Gencral labour transference in war industries ‘

and agriculture........... ... .. ol 613,000
Harvest assistance to Provinces........ v 425,000
Japanese Division.............oveiiiin. 2,114,000
Deportation of Japanese................... 7,000
Japanese Wood Projects—Revolving Fund. . 37,000
Organization and operation of day nurseries,

BhC. e e e -~ 427,000
Army Laboul Account—Revolving Fund. .. .- 72,000
Compulsory transfer of ex-coal mine workers .

back to coal industry.................... 32,000
Transportation expenses of members of the -

armed forces for harvest leave............ 122,000
Assistance to Provineces in transporting :

labourers to farms....... S e © 305,000
Industrial Production Co-operation Board—

Administration............... e 108,000
Industrial Selection and Release Board and

Committees—Administration............. 252,000

Vocational Training Co-ordination Act—
Payments to the Provinces under agree-

ments—
Trainingand retr: a1mng former war workers 2,000 .
Dominion assistance to vocational schools 608,000

Educational film programmes.....oeceusess 37,000
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Labour—Concluded S ' Do
"Commission “‘of Enquiry -re crediting ‘dis-
charged members of the Armed: Forces -
with trades, technlcal training or expeuence - a
. gained while in‘the Forees..:....1........ $ 65,000
Sundues...._.....‘...., ..... e © 19,000 . :
: S B —_% 22,907,000 ' -

Mines and Resources—

Mines and Geology— S R SRR
Development of tar sands............ eens 287,000

Oil explorations..........:.oiivviens.. . 130,000 -
Strategic mlnelals—explmatlon and de- .
velopment work..... e S . 8,000
Alrsurveys. . ... 00 L. e . 572,000 .
New Metallurgical Labmatmy. e L 309,000 - .~
Investigation of radio active ores....... . 17,000
* Explosives Division—Administration of re- Lo
gulations re explosives........ .- 30,000 =
Metallic Minerals D1V131on—Serv10es to War Co T l
’ depaltments.,,‘.....,_ .................. - 2725000 ‘
Post-war- plannmg......,.;....';...:.... . 77,000
,~Sund11es.......,_..., ................... 5,000
. 1,707,000

La,nds Parks and' I‘mests— ) ’1:.’ che s
Natxonal Parks Bul eau—Altelnatlve servme , o o
‘work camps.i..... .. ... ... .. I .0 250,0000 L

"Dominion Forest Service— . e - R
Alternative se1v1ce work camps........ 64,000 .0,
Internment and prisoner of war operatlons 28, OOO L
Post-war planning. ................... , 29, 000 '
. Forest Products Laboratories............ .. 50,000, ;" .

, Bu1eau of Northwest Te111t011es and Yukon o Che
Affa/lrs_ s iy . - , T o .
. Survey of office accommodatmn——Whlte' : B o

o Horse............ .. o e : 2,000 . =

Land Reglstly— ' o C
Alagka’ nghway, legal selvmes, ete..... . 87,000 .

' 460,000
- Surveys and Engineering Branch—Administra- = :
tion—Post-war planning............... © 1,000

Engineering and Construction Serviee— . . . . _

Prince Rupe1t~Cedarvale Highway........ 8,000
Employment of persons of the Japanese . - S

race and Japanese nationals.......... 262,000 . .
Post-war. planning. .......... LSl 185,000 ,

Geodetic Serviee— - . . .- - .
Post-~war planning. . .................. ' ,158 OOO ‘
Expenses of Engineers—Alaska, I—Ilghway -12,000 -

Legal Surveys and Map Service— . * - L
Post—wal planning. ............. e o 61,000 :
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Mines and Resvurces—Concluded

Legal Survey of Alaska Highway........... $ 16,000
Air Navigation maps.....ccoovvieveinnnn. . 49,000
Dominion Observatory—Ottawa— :
Post-war planning............. 14,000
Hydrographic Service— B _
Post-war planning....................... 11,000
War Risk Zone Bonus................... 3,000
Dominion Water and Power Bureau—
Post-war planning. . .................... 15,000
745,000
Immigration— |
. Canadian interests abroad......... ol 429,000 '
Grants to National Advisory Committee for :
. children from overseas. e 30,000
British evacuee children. . . 49,000
Medical inspection of dependents of rhem- ’
bers of the Canadian Armed Forces, ete. 49,000
Sundries. . ..o e © 6,000
563,000
-—§ 3,475,000
National Defence—Army Services— : o
Departmental administration............... 1,360,000
Dependents’ Allowance Board.............. . 707,000
Dependents’ Supplementary Grants Fund.... 4,911,000
Ay . i e 853,606,000
Army—United Klngdom Settlement—War -~ ‘
Claims..........coiii i 71,250,000
Internment Operations.................... 1,014,000
Inspection Boal d—Umted Klno dom and Can- .
ada.......... P P TelLoes 6,124,000
Imperial War Glaves Commlssmn. cieeee... o b4,000
Chemical Warfare Experimental Station. . ... 1,254,000
Northwest Highway System........ e 188 000
‘ - 940,468,000
National Defence——N aval Sewzces—
Navy. e e e 241,134,000
Royal Canadian Sea Cadets................ 666,000
241,800,000
National Defence—Aqr Services— 4 o
Departmental Administration. .. ... ........ ~. 96,000
Western Hemisphere Operations............ - 93,215,000
Training Organization——Air.‘.‘.’ ......... ... 60,669,000
General Servicing Units. . .. 14,896,000
Overseas Opelatlons ....................... 142,539,000
United IKingdom Settlement—W‘u Claims.-... - 82,815,000
Repatriation and Demobilization. .......... 72,153,000
Surplus Equipment Units............... 815,000
Restricted Servicing Units. . ..oooonnnn 39,539,000
Headquarters and Commands Administration. 17,871,000
—_—— 524,608,000
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1

National Harbours Board— '
Halifax—Operation of Fire Boat Rouzlle. .08 71,000

Special fire protection. . . .. M e e 44,000
Reconstruction of transit shed 21. AU 185,000 -
_Platform and shelter roof.at embarkationv .
Y AU 16,000
Vancouver— : , o
Dredging FFalse Creek Channel ........... . 2,000 .
o — B - 318,000
National Health and Welfare——
-Old age pensions, including pensions to blind :
POISONS . vttt vttt v e e e ie e aneeenanas 9,103,000
Industrial hygiene including 1nspect10n of .. .
industrial plants. .. ........oerrernir... 30,000
. Laboratory of hygiene................... i 4,000 o .
Public health englneerlng .............. P 23,000
Food and drugs................ e - 20,000
Quarantine service. ... ....... ... ... 48,000
Processing of blood for dried serum...... 263,000
Maintenance.of non-resident seamen........ . 23,000 -
Grant to Canadian Nurses Association. . .. .. 160,000
Chlorination of Water Systems—Pacific Coast =~ .* 47,000
Dawson Creek, B.C., water supply......... . .11,000
Treatment Canadlan fishermeén and seamen © 19,000
Hire of Boat—Halifax Harbour.. ©o 13,000 0
~ Maintenance of Health Unit, Prmce Rupert R,
BC 4,000
Contribution toward Health Servmes Hali- o
fax.. . oo . 70,000
* Women’s Voluntary Services.......,....... 10,000 -
National Film Board— ~~ =~ ' o .
Special War Library......... $ 57,000
Wartime Information  Film. =~ -
Programme.............. o ~1,084,000 |
Stills production and distri-~ =~ - s
bution..,................ . 136,000 .- ,
Revolving Fund........ A 126,000 - - o
——— 1,408,000 " .~
Canadian Infor matlon Sewme (a,nd Wartlme , _
Information Board).................W. . 1,229,000 " K :
N — 12,480,000
National Revenue— ’ : R L
Government Office Economles Contlol .. . 17,000 ..
Canadian Broadcasting Corporation - Short '
Wave * Station—Construction and main- ,
tenance.............. .. ... ceees 968,000 .
, _ 975,000

National War Services— ‘ o - C
Departmental administration.: e, - 57,000 .

War Charities—General..................... 56,000
War Charities—Rental of Burrard Hall,: - -
Vancouver............covniiinnninn... - 8,000
Auxiliary services.............c. i 13,062,000 - -
Salvage Division........................ ..54,000 - -

Voluntary Wai Relief Division. . . .. P - 13,000 -
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National War Services—Concluded
Canadian firefighters for United ngdom % 142,000
Canadian Prisoners of War Next-of-Kin

DIAVISION. .« v e e e e e 8,000
Censorship Division............ e 846,000
. o e—§ 14,246,000
Post Office— : '
’ Canadian Postal Corps.................. . 182,000
Purchase of tobacco labels for service pur-
ChaSeS. v e T 3,000 )
—_— 185,000
Privy Council—
' Statutory Orders and Regulatxons Division. . 26,000
Expenses of Special Commission for defence :
projects in the Northwest............... 16,000 .
_— 42,000
Public Works— o . oo

Chief Architect’s Branch— ,
Armoury Accommodation for Canadian

Officers’ Training Corps Units.......... . B5,000 .
Repairs, altexatlons, operation and main- o
tenance of bmldmgs ................... 2,263,000 .
Rental of premises occupied for w'u pur- '
POSES .t vttt et nti e 1,621,000
Furniture, ete. for war employees. e 354,000
Post-war construction program-—prepara- ' :
tion of plans........... ... ... S ‘ 55,000
Halfax— - h '
‘Temporary Office Building for Depax tment.
of Veterans Affairs.................... 105,000
Quebec— S
Temporary Office Building............ .. . 416,000
Ottawa— '
Temporary Annex to Records Buxldmg -~ 37,000
London—
Purchase and alterations, Garvey Bulldmg : 76,000 -

Norman Wells, N.W.T.—
Office and hvmg accommodation for govern-

ment departments. ...........oin.en.s ' 14,000
_Vancouver— ’ '
Construction of tempoxzuy office building
for Department of Veterans Affairs...... 165,000
SURAEIeS. . oo o e e - 3,000
5,164,000

Chief Engineer’s Branch—
Saint John Harbour (Courtenay Bay)

N.B—Dredging......c..covvuviinann $ 35,000
North Sydney, N.S.—Reconstruction of

wharf and terminal facilities............ 46,000
Post-War .Construction Programme—FPre-

parationof plans............ ... ... ... 232,000
Waterways, Alta.— .

Improvements..............covitn 3,000

Dredging....ooovviviiniinriaas 59,000
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+ Public Wcrks——Concluded

Chief Engineer’s Br anch—Concluded.
Seymour Narrows, B.C.—Removal of

Ripple Rocks Nos. 1.and 2. WL % 801,000 -
War risk zone bonus........ e TRy 1,000
o | 677,000,

Telegraph Branch— o _
To provide for a 24-hour telegraph service :
on the Pacific Coast................... -~ 56,000

Telephone service—Ottawa............. - 310,000
o 366,000 ..
Contingencievs.‘. o e e . A24,OO‘O /'

Reconstruction and Supply— .
Reconstruction Division—

6,231,000

Expenses of surveys and 1n\}est1gatlon co 127,000 ..
Forest Insect Control Board........:.. - 102,000 .

Canadian-Arsenals Ltd... .l ,'1 ,'200,000 S

. Surplus assets of British Commonwea,lth'
© Ajr Training Plan sold by War Assets

Corporation to Ma,rch 31 1945. - .' ...... 1 64.3 000..
Sundries. ...... e cendiooioiios 61,000
e S0 38000
Supply D1v1s1on—— o : o L
Departmental Administration..... e Lo 6, 900 OOO L
Expansion of war industry............. . Iy 106 OOO 000
' Termination of-c_ontra,cts ..... e 145 000, 000 -
| - | 257,900,000

Natlonal Research Councﬂ— D
Special war activities........ Ceeiaeo.se.. 2,382,000

- Royal Canadwn Mounted Police—
Increased activities of the I‘orce due %o the

Securities control. ......... .. ... ...l 42,000
Secretary of State— B :
Citizenship Blanch. N 26,000
Sundries.......: e e e .- 8,000 -
Trade and Commerce— : ' I
Canadian Shipping Boald. e e e 196,000
Export Permit Branch............. Vool - 168,000
Shipping Priorities Committee. . ... e oo 143,000
Steamship Stabilization Fund. .......... . 347,000 -
Canadian Iixport Board—Administration.. "~ 154,000

Canada’s contribution to UNRRA." 104,830,000
© To reimburse’ Canadian Wheat Board for .
expenditure incurred re allocation of rail-

. way cars and deliveries of grain. TR . -963,000 i

263,415,000

4,776,000

34,000

106,601,000 -



Transport—

Departmental administration..... .. a8 ‘34,000
Transport Controller’s Office. ........ e 229,000

Director of Merchant Sefunen, including ad-
ministration, manning pools, nautical
schools and welfare facilities.............. 3,542,000

Air SGIVICG——
Special radio interception and monltoung

services— ‘
Radio service......................... 2,111,000
Meteorological service................. 1,959,000
Civil Aviation—
Operation and maintenance of airports. . 386,000
Airways and airports traffic control. . 512,000
_Airways and airports—Construction and -
improvements...................... .. 213,000
Northeast (Crimson) Staglng Route..... 248,000
Northwest Staging Route........... we. 1,096,000
Mackenzie River Route..... e 676,000
R.C.A.T. airfields transferred to Depart- ' :
ment of Transport (maintenance).. . .. 151,000
Canadian Government Trans-Atlantic Air S
Bervice, ..o oovv i 1,955,000
Moncton to Newfoundland Airline...... 30,000
Saskatoon Airport—reconstruction and
enlargement........................ 122,000

Dorval and North Bay airports—Cons-

truction of additional hangar space, etc 105,000 ,

9,564,000
Marine Service—
Aids to navigation........... e . 47,000
Marine Service Steamers. .. ............. ' 160,000
War risk zone bonus. ................... 96,000
Nautical services. .. ......cocoviviii... 63,000
Compensation to crews of Canadian vessels
for personal effects.................. " 25,000
391,000
Railway Service—
Degaussing equipment for Canadian ves- '
sels. o 236,000
Additional harbour and transportation fa- .
cilities at Halifax...................... 297,000
Contribution re freight rates on ore from : :
Steep Rock Iron Mines................ 275,000
808,000
Miscellaneous— .
Joint TUnited States-Canada defence—
Acquisition of Properties............... 24,000
: ' R

14,592,000
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Veterans Affairs—
Treatment, Armed Forces............ P

Tleatment Royal Canadian Mounted-Police.

Pensions, Armed FOTees. . «evv e seenenn.,
CivilDefence........ ..o,
Investigation, Dependents’ Allowance Board.
Post-discharge  re-establishment—Rehabili-

tation benefits...................... A
War service gratuities and. re-establishment

eredits. ..o
Detention allowances—Canadian seamen. ...

War Veterans’ Allowance Boa,rd~Pen510ns"

under the dual service pension order, ete..
Gratuities—Canadian Firefighters. . ..
Gratuities—Auxiliary Services..............
Advertising campaign re available housing. . .
Contributions for construction of additions to

Charlottetown Hospital - and Prince Ed- .
ward Island Hospital.................... .

" Contribution toward additional accommod-

ation at Kingston Géneral Hospital....... :

Contribution to Port Arthur General towards
construetion of a wing....................
Grant to Saskatchewan Antl-Tubelculosns
. League for extension to TFort Qu’Appelle
SanatoriUmL. .o ie e e e
Provision of additional accom- .
" modation in Departmental
Hospitals—

$ 26,298,000 -

"85.,000
22,213,000
106,000 -
37,000

32,131,000

239,592,000
32,000
155,000 .
162,000

125,000
62,000

15,000 .

" Halifax, Camp Hill Hospital.$ 280,000 "

Saint John, La,ncaster Hos- -

. DT 16,000

St Anne de Bellevue, St.
Anne’s Hospital........... 299,000
Montreal, Currie Memorial -

Hospital. .. ....coovvvnn.. 65,000 °
Peterborough, Hostel........ 52,000
Kingston, Women’s Hostel... 24,000
Tmonto Christie Street. Hos-

© pital.. e 283,000

Sunnyblook Park
. Veterans’ Memo-

rial Hospital...... - 3,118,000
Lyndhurst Lodge. . 20,000
London, Westminster HOSpl—
tal. . 125,000 .
Wmmpeg, Deer Lodge Hos- .
pital........... 452,000 -
Academy Road
Annex......... 21,000
Regma General Hospital. . 66,000
Government House 4,000
Calgary, Col. Belcher Hos—
pital......... ... 46,000

Edmonton, University Hos-
pital....... e 4,000



72

Veterans A ffairs—Concluded
Provision of -additional accom-
modation in Departmental
Hospitals—Concluded
Vancouver, Shaughnessy
Hospital............... .8 661,000
Victoria, Veterans’ Hospital. . 470,000
"Dawson Creek, B.C., pur-
chase of former United .
States Military Hospital. . 68,000
Amherstburg, Ont., purchase ‘
of land and buildings for
establishment of Veterans S
Home. . ... P ‘ " 50,000 L
. —§ 6,124,000

Provision of Health and Occu-
pational Centres— -~ - - =
Saint John................. 78,000

Saint Anne de Bellevue. . ... . 62,000
Gloucester Township . - '
(Ottawa)................. 235,000 -
Toronto..................... . 165,000, .
London.................... 375,000
Winnipeg. ..... PR S - 4,000 ,
Burnaby.............. L 88,000 -
L © e——— 1,007,000
Sundries........cooviiiiii i ' 52,000

_ $ 328,415,000
Total Direct War and Demobilization Expenditures, 1945-46. . . .3,558,454,000
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MUTUAL AID

24. Under the Weu Apploplutlon (Unlted Natlons Mutual Ald) Acts,
- and the War Appropriation Acts, 1945, $771,920,000 was expended for: Mutual .
Aid in the fiscal year ended March 31 1946 apart from sums expended on
behalf of UNRRA which are listed elsewhele

The followmg tables give the distribution by countries and by the type of
aid provided. The distribution indicated is subject to revision when complete
" reports are received of finished goods not shipped at September 1, 1945, the

date Mutual Aid sh1pments ceased. These supphes were latel tlansfened to
War Assets 001po1at10n . -

. -DISTRIBUTION, or MUTUAL Aip ‘EXEEND‘I’TURES BY CoﬁNTRID.é‘.

United Kingdom (including ships later recovered)......... ~...% 662,586,000
. Union of Soviet Socialist Repubhcs ................. cewllll00 44,069,000
“Australia................0 NP veee.. o -15,651,000
China(....; ........ e e P ..... 16,852,000
France..... e e e e e e e S 7,545,000 .
New Zealand.................... PR PR 7382000;'
- West Indies..........i'ees ..., PUTEURRL e ‘ 761,000
Greece............ . e PR e PR o 12 ,000
| o o | T 74,858,000
India—Deduct: sales tax recovered—charged in p1'e'v‘ious'yéar. o, 112' 000
( - | T 43,746,000
Costs not allocated to countues (adm1n1st1at10n surplus supplies .. -
on hand at end of hostilities, ete. ) ...... i e 28 174: 000
L ' } ,77,1,920,000'»

) H ! . + BEREPEEIN
, DISTRIBUTION OF MUTUAL AID BY TYPD OF" AID o
Munitions and military supplies, including ships— L

Aircraft and parts............. .00 B 91,,124:,0()0 L
Automotive equlpment and mechanical trans- .
P o o) v N UGS e 74,949,000
~Tanks and other fighting equlpment. ceveens. 15,591,000
Chemicals and explosives.. ... e e e 4,347,000
Guns and small ATMS. ... i e 55,915,000
,Shells and ammunition. ...... e 81,918,000
Merchant vessels—construction. ....... ..... 119,580,000
. .. .Tepairs and servicing. . ... . 5,892,000
Naval vessels'and equipment..... e . 62 916 000 .
Cloths, clothing and fabrics. . .... PPN 6,580,000. ... ,
,Radlo, electrical and telephone equlpment 15,342 000 -
Lumber and heavy materials............... 3,464, 1000
", Machine tools and heavy equipment......... 3 ,64:7 ,000
Small tools, stores and mlscellaneous e 2,297,000
CAluminum. ... e .v.. 562,000
Other base metals. ...... e 1,845,000
Locomotives and railway rolling stock....... 5,886,000

Flelght....;‘ ............................. 18,357,000 -
_ o . 565,212,000
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Foodstuffs and farm products—

Bacom. ...t e $ 23,790,000
Canned pork............ e 95,000
Offals. ..o i 207,000
Casings. ... . e e e . - 180,000
Beel.. ..o 849,000
Othermeats............. ... ..t 7,000
Lard. .. oov e e 5,000 -
- Tallow....... e e U 60,000
S OREESE. e e ‘11,489,000
Milk. ... 1,487,000
S . oot e e e 6,512,000
Dehydrated vegembles ....... e 451,000
Dried beans............... S 20,000
Garden seeds............ R . 22,000
Torage cropseeds............ ..o, X 662,000
Seed potatoes......... e 219,000 . .
Canned salmon........ PR ..o, 3,648,000
Canned heming....... e e 55,000
Frozen fish.............. S N .. 1,395,000
Other fish and products.................... - 589,000
Wheat. ... i 90,896,000
Flour.................. [ 21,636,000
Oats........ e P " 2,071 ,000
Oatmeal.......... e 452,000
Rolledoats.................. ... ... .. 1,056,000
Linseed oil.......oooi i 18,000

Miscellaneous. .ooovveev v 96,000
——% 167,967,000

General supplies— » : -
Asbestos............ e . 353,000 -

Paper... ..o ....- 8,708,000
Farm machinery.......................... 2,899,000
Boots, clothing and fabries........ ...... . 302,000
Fertilizers and chemicals................. .. 519,000
Tires and tive cord fabyic. ............. ... 260,000
Blasting caps............... e B -156,000
Ocean freight....................... e 449,000
Miscellaneous. . .ovv e on i ~ 1,155,000 :
B : —_— 9,801,000
Air Training Services under BC.ATP...................... ‘ 766,000
_ : 743,746,000
Surplus aireraft transferred-to R.C.A.F,..... 27,308,000 '
Declared surplus to War Assets Corporation. . 763,000
General costs not allocated to countries...... 49,000
Administration................ e 54,000
— 28,174,000

$ 771,920,000
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SPI‘CIAL DXPDNDITURDS

25. Spe01a1 expendltules are estimated at $17 358,000 -for the fiscal year:
ended March 31, 1946, an increase of $9,852,000 over 1044-45; The increase is
majnly accounted: for by the advance of &512 052,000 to meet: the deficit in the
Prairic Farm Emergency Fund. The amount requlred to meet the deﬁcn; in the.
p1ecedmg year was only $1,295,000. .

GOVDRNVIDNT OWNDD DNTDRPRIsns '

26. The classlﬁcatlon of expenditures entltled Govelnment Owned Enter-
prises comprises the losses of and non-active advances to Government Owned
Enterprisés which had heen established before the war and are operated as
separate corporations. As the Canadian National Railways has shown sub-
stantial annual surpluses since 1940, expenditure under this heading since the
fiscal year 1940-41 has been of minor lmp01tance the total for 1945-46 belng
- $1,334,000.

Ccﬁmadian N, atz'onal Ra’ilways

27. The operating revenues of the Canadian National Railways for the -
calendar year 1945, totalled $433,773,000; a decrease of 1-7% from those of 1944,
Opelatlng expenses of the Rallway amounted to ‘15355 294 000 or- 2% less than
in-1944. a

The net ope1 atmg revenue of the Rallway was $78 479 000 and aftel deduct—r
ing $10,601,000 for taxes, equipment and joint facﬂlty 1enta1s there remained a
net 1a11way operating income of $67,878,000. -Other income, less deductions, .
totalled $3,206,000, resulting in §71, 084 000 being available for interest. After.
payment of &526 022 000 in interest on debt held by the public and $20,306,000
in interest to the Govelnment in respect of temporary loans for capltal and
refunding purposes, there was a net cash surplus of $24,756,000. 'This cash
surplus was: paid to the Government in 1edempt10n of tempmary loans for’
1efund1ng, as shown in pa1 aglaph 36. :

The opelatlng deficit of the P11nce deald Island Car Perl v and Telmlnals :
for.1945 was $688,000 compaled with §773,000 in the plev1ous yeal :

Canadian National S teamsths

28. The Canadian National (West Indies) Steamships, lelted, in the
calendar year 1945 had an operating surplus of $1,563,000 and cearnings from the
Vessel Replacement Fund totalled $217,000. From this total i income of $1,780,-
000 there was paid $521,000 for bond interest and exchange and $143, 000 for
interest on Government advances, leaving an income surplus of $1, 116 000.
~ This income surplus was utilized as follows: $632,000 was paid to the Govern-
ment in final discharge of all capital and Working capital advances; $217,000
was retained in the Vessel Replacement Fund; and $267,000 was set aside as
additional depreciation in view of the decision to d1spose of certain of the older
vessels in the 1mmed1ate futule :

N ational Har bours Bom d

29. The oper atmg income of the National Harbours Boald for the calendal
year 1945, after payment of interest to the public but before depreciation, reserve:
for replacementsand interest on Government advances was $5,596,000 compared
with $5,5681,000 in the previous year. - Interest paid to the Government in the
fiscal year totalled $3,950,000. ,
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TFinancial assistance provided by the Government to the National Harbours .
. Board and charged to expenditure under the category of Government Owned
Enterprises totalled $646,000, divided as follows: $86,000 for the operating
deficit of Churchill Harbour; $558,000 for non-active advances to meet the
-deficit of the Jacques Cartier Bridge at Montreal; $1,000 for capital expendi-
tures at Halifax Harbour; and $1,000 for capital expanditures at Three Rivers
Harbour. Details of expenditures charged to the War Appropriation are given
under “War Expenditures”.

The elevators at Port Colborne and Prescott operated at a profit during the
year and $233 000 was paid to the Govelnment

OrneER CHARGES

30. Total expenditures i in this final cmtegow are estimated at $47,713, 000
eompaued with $47,762,000 in 1944-45.

The sum of $25,000,000 has again been added to the debt of Canada and .
credited to the reserve to meet possible losses on the ultimate realization of
active asscts, bringing the total amount of the reserve to $150,000,000. The
annual write-off of Soldier and General Land Settlement Loans and Canadian
TFarm Loan Board Capital Stock, amounting in all, to but $37,000 for the fiscal
year 1945-46, vesulted in a similar increase in the Dominion’s net debt, as the
write-off is from Active Assets. The yearly cstablished loss of $45,000 on Seed
Grain and Relief Account administered by the Department of Mines and
Resources does not increase the net debt as the write-off is from an amount
already set aside in the non-active accounts to plOVldG for revaluations. and
losses.

The Dominion’s equity in the Canadian National Railways as-reflected: in-
the Canadian National Railways Securities Trust Stock increased during the
year by the amount of the surplus earnings of. the system for. 1945 of $24,756,000
less line abandonments of $1,167,000 and retirement of rolling stock of $958,000
resulting in a net increase of $22,631,000. This amount is shown as the final
item under Other Charges and as it is also credited to the Consolidated IFund
on the revenue side of the Dominion’s books, the net debt of Canada is not
affected by these transactions.

SUMMARY OF EXPENDITURES

31. The estimated grand total of expenditure for the fiscal year 1945-46
under the various categories enumerated, namely Ordinary Ixpenditures,
Capital Expenditures, War Expenditures, Special Expenditures, Losses of and
Non-Active advances to Government owned Dntelpuses, and Other Charges,
was $4,691,307,000. : .

.'82. The following table shows ‘the percentage distribution of estimated
revenues and expenditures for a number of important items. Receipts from
various -taxes and other revenue sources, after deducting the $72,500,000 of
income and excess profits taxes estimated as refundable after the war, are
shown as percentages both of total revenues and of total expenditures. Similarly,
several of the main items of expenditure or groups of such items are shown as
pereentages both of total expenditures and of total revenues. The purpose of
this table is to enable broad conclusions to be drawn as to the relative burdens
imposed on the public treasury by the war and the main services or obligations
of government.
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PERCENTAGE DISTRIBUTION OF ESTIMATED REVENUE AND EXPENDITURE, 1945-46

Percentage

Grand Total Expenditure ..... s ..... PO .

, i Arhouht in Percentage
. thousands | ~of Total to Total
of dollars Revenue ' |Expenditure
| s. | % | %
Ordinary Revenue— .
Customs Import Duties.......... e PR e 128,877 4-36 2.75
Excise DUuties.....ovvrrerrinireerrroeeeiommmcens ’ 186 726 - 6-32 3.98
Excise Taxes—sales tax and other exclse taxes Lo 455,712 C15-42 9-71,
© War Exchange Tax:....coovveeineiirnsineeaisn e eeees ae 41,198 . 1-39 0.88
Income tax on persons, corporatxons, etc. (net) ................ 932,730 31-56 19-88
Excess Profits Tax (net) ...................................... 420,696 Co14-44 9-09
‘Succession Duties 21,448 ©:0-72 0-46
" Other Tax Revenues , 8 972 0-30 0-19
. Total Revenue from BT T 2, 202 359 7451 46-94
Non-tax Revenue..:...ovvviivineennie, eneaenes e . , 688 5.44 3-43
' Total Ordinary Revenue. TSR 2,36_3;047 79-95 50-37
Speeial Roceipts and Credits, ... ........ FOTTO ceevneneeenneed| | 592,557 20-05 12-63
Grand Total Revente. ........ FUUDRI iieeen .| 2,955,604 100-00 |- 63-00
‘Amount in | Percentage Pelcentago
—_— ‘ thousands | of Total | to'Total
of dollars |Expenditure{ Revenue
L s % %
Ordmary Dxpendlture-« . B SUPCANR T oo
Interest on Public Debt... ... ... B AR 408 960 | ' 872 1384
Other Public Debt Charges TN | 198,479 0-60 |, 0-96
Submdms and payments to provmces undex taxa.tlon agree- .
.................................................... 112,499 2:40°| 3.81
.I‘nmilyAllowances....’..............,.,.... .... v . . 172,632. L 308 [ 5-84.
0Old Age Pensions and pensions to blind persons 33,715, ¢ 0472 1:14
Unemployment, Insurance ‘Act, admlmstmtlon and Govern— : e '
ment’s contribution ' 18,716. 0-40 |- 0-63
Agriculture. .........oovuu e 10,318 0-22 0-35
Mines and Resources..’.:...... 11,401 0-24 0-39
National Revenue.. 22,031 © 048 0-77
Post Office. ...... b 57,730 1-23 1.95
Public Works..... 16,263 |- . 0:35. 0-55
Transpoxt ........ s 18,215 . 0-39 0-62
Veterans' Affairs........cooovu0 72,839 1.55 2:46
Allother.......ovviivvivirnenvnsnnes B T TF PR S 77,,447 1-65 262
Total Ordinary Dxpendmure.ﬁ..z.,:f TSR 1,061,845 22-63 35-93
_ ‘Capital Expenditure......... S ‘ PR 4.603( " 0-10 0-16
War and Demobilization Expenditure— , ‘ . ) e
" National Defencc—-Ar'my. . e er e 940,468 2005 31-82
.0 Navy.. .. 241,800, 5:15 8-18
Air,....... 524,608 11-18 17:75
Reconstluctlon and Supply...... v 263,415 5-02 8-91
™ Veterans' Affairs........oooeedvesininiinnos e .. 328,415 7:00 11-11
:Canada’s contribution to UNRRA L 142,852 - 305 4-83
Mutual 7 T erennenns 771,020 16-45 26-12
Other Departments ...... e e 344,976 7:35 11-67
Total War zmd Demoblhzatlon L‘xpendlture. i N 3,5'58,4_54' _ 75-85 120-39
‘Special Expendlture ........................... e 17,388 0-37 0-59
Government Owned L‘ntel prises ! : K P v 1,334 0-03 0-05
'Other Charges.......cccconvvviunns. P 47 T3 102 1.61
- 4,691,307 | 100-00 158-73
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- Over-Arn Drrrorr

33. As total revenues for the fiscal year ended March 31 1946 were,
$2,955,604,000 and expenditures aggregated $4,691,307,000, the over-all deficit
or increase in net debt for the year was $1,735, 703 000.

LOANS ADVANCES AND INVESTMENTS

34, In addition to the expendltmes aheady detailed, the Government
makes chsbmsements for the acquisition of investments Whlch are treated as
“active’” and are deducted from total gross liabilities in arriving at the figure
of net debt. The net increase in loans, advances and investments for 1945-46
was $666,055, 000 compared with $457, 458,000 in 1944-45. Details of these
increases togethe1 with those for the four previous fiscal years will be found
in the table on page 81. .

Railway and Steamship Companies—

35. The net increase in this category in the fiscal year ended March 31,
1946, was $43,163,797, and relates to transactions with the Canadian National
Rsul\vays and the Canadian National (West Indles) Steamships, Limited.

36. In the fiscal year the Government made net payments to the Canadian
National le\vavs in the amount of $43,613,797 classified as follows: ;

Advances—.
Under Canadian National Railways Refunding Act, 1944—
for retirement of called or matured issues............ $ 65,500,000
Under Canadian National Railways Financing & Guarantee '
Act, 1940—Purchase of Grand Trunk Railway Com-
pany of Canada 49, Pclpetual Consolidated Deben- :
tare Stock. ... ..o . 79,645
 Under Canadian National Railways Financing & Guarantee
Acts, 1941 and 1942—Purchase of -securities from
Canadian holders. ..........cooiir .. 20,401
Under The War Appropriation (United Kingdom Finan-
cing) Act, 1942—Purchase of securities from Govern-

ment of the United Kingdom....................... 231,447
Total advances by way of loan............oovvven... $ 65,831,493

Equipment purchased by Government and leased to Rail-
way under Hire-Purchase Agreement:

1945 Agreement.......oooovuveiiiiiiiiiaii.... 11,899,341
Total Loans and Equipment Purchased.............. $ 77,230,834
Repayments— _ - '
Application of 1945 Net Income Surplus to advances under
Refunding Act, 1988.......... i, $ 24,756,130

Surplus available from Depreciation Reserves and Debt

Discount Amortization after providing for capital

expenditures during 1945—Applied to advances under

the Refunding Act, 1938......... ..., 2,545,411
Release of trust funds held re Canadian Northern Ontario

Railway 31% Debenture Stock—Applied to advances

under the Refunding Act, 1938.............coov.... 958,113
Tinancing & Guarantee Act, 1941—Pu1chase of Securities. 35,213

Total Repayment of Loans.............cooiviiin. $ 28,204,867
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Repayments of Instalments under IIne-Pul chase Agreements

1936 Agreement. ..o, .8 517,173
1940 Agreement.................... v 991,968
1941 Agreement. ...... Lesa o i oo s 1,882,634
1943 Agreement........................ T ' 1,561,667
1944 Agreement......... e S e 868,728
Tota)] Equipment Repayments ........ R $ 5,322,170

Total Repayments of Loans and Equlpment Repay—

ments. .. ... ... e, DU o $ 33,617,087

Net Total Payments on account of . Loans and f01 ' o
Equlpment Pulchased. cerreenene e e 3 " 43,613,797

37. During the fiscal year the Canadian Natlonal (West Indies) &teamsnlps
Limited repaid from its sulplus an amount of 35450 000 advanced to 1t in 1937 38
for wor king capital purposes.

J' owzgn Emchange Conirol . Boa7d—- o

'38. During the fiseal year $700,000,000 was advanced to ‘the I‘melgn Ex-
~change Control Board to enable ‘the Boald to ﬁnance the purchase of gold and
1f01e1gn exchange .

',(:

Sundry , G’overnment Agencws——- B

39. The net change in advances to the National Halbours Board during
" the year was a reduction of $66,000. Advances of $22,000 were made for capital

purposes at the port of Montleal while a capltal refund of $88, 000 was 1ece1ved
from Vancouver. ;

.40. The net increase in the fiscal year in advances for Sold1e1 and General -

Land Settlement. aggregated. $18,677,000. .This. increase was ;occasioned by
net advaneces of $24,012,000 under the Veterans’ Land Act, less net repayments
by settlers and: $36,000 written off and charged to Consolidated Deficit Account.

© 41. Net advances to sundry Crown Companies décreaséd during the ﬁscal ’

year by $8,486,000. Repayments ‘of $6,500,000 by the Canadian Wool Board
and $5,946, 000 by various companies oper, atlng under the Departmeént of Recon-
struction and Supply were partially offset by advances of $2,000,000 to the Tx-
port Credits Insurance Cmporatlon for cap1tal surplus and 81, 960 000 to the
War Assets Corporatlon _ ,

Umted Kingdom and Other Governmenis—' _

42, Net advances under this heading 1nc1eased by $91 886 000 duung the
fiscal year. The Canadian dollar obligation of the Gove1nment of the United
Kingdom under the authority of the War Appropriation (United Kingdom
Tinancing) Act, 1942, was reduced by $63,946,000, leaving a balance outstanding
at the fiseal year ‘end of $538,564,000. The Governiment of the Union of Soviet
Socialist Repubhcs repaid $2 500 000 of the $10,000,000 loan made for the pur-
chase of wheat. - Advances made to the Govelnment of the United Kingdom

under Section 3 of The War Appropriation Act for the pu1chase of . food and :

other essential supplies decreased during the year by $9,841,000.

43. Advances made to for eign governments and their agencies pulsuant
to agreements made under The Export Credits Insurance Act totalled $67,412,000,
as follows: Belgium,. $25,000,000; Czechoslovakia, $3,192,000; Nether lands
$25,150,000;" Netherlands Indles ‘151 800,000; Norway, $9 495 000 and Un10n of

Soviet Socialist. Republics, $2, 775 000
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44. Other large advances made under-Section 3 of The War. Appropriation -
Acts and outstanding at the end of the year were as follows: Belgium $2,159,000;
France, $88,346,000; Netherlands, $12,442,000; Union of Soviet Socmhst Re-
‘pubhcs, 88, 819 000 and the United I\mgdom $32 123,000.

45. Under the British Commonwealth Air Training Plan No. 1, which
terminated on June 30th, 1942, there was established during the fiscal year
1943-44 a net liability of the United Kingdom to Canada of $200,000,000. This
amount has since been maintained as a book debt owing by the Unlted Kingdom.
Under Plan No. 2, in effect from July 1st, 1942, to March 31st, 1945, the net
“aceumulated amount owing to the Government of Canada was shown as $249,-
504,000 as at March 31, 1945. After eliminating expenditures properly charge-
able to other appropriations and making allowance for various adjustments, in
accordance with the terms of the Agreement, some necessarily on an estimated
basis, the net liability of the United Klngdom was finally agreed to be $225.-
000,000.

The Finanecial Agleement between the Government of Canada and the-
Government of the United Kingdom, dated March 6, 1946, provides that the
combined total obligations under the two Plans, namely, 3425 000,000, will be
cancelled. The article of the Agreement p10v1d1ng for this cancellatlon how-
ever, and the article in the United Kingdom Financial Agreement Act 1946,
to unplement it have not yet come into effect, pending action by the Unlted
States Congress on the Anglo-American TFinancial Agreement. If and when
that Agreement is approved by Congress, immediate action will be taken to
implement this provision of the Canadmn—Unlted Kingdom Agreement. This
will result in the cancellation of this item in Loans and Advanc(,s and a corre-
sponding inerease in Wal Evpendltules for the year 1945- 46 '

I nvestments—— :

46. Under the provisions of the Central Mortgage and Housing Corpor ation
Act, $25,000,000 was paid to the Corporation for capital purposes.- The Cor-
por atlon in turn paid the Government $14,721,000, representing outstanding
balances of loans made under the Dominion and National Housing Acts (shown
under Loans and Advances—Miscellaneous). The. Corporation also paid
$250,000, representing the capital stock of the Central Mortgage Bank.

47. The .Government’s investment in the Canadian Farm Loan Board
decreased during the year by $2,401,000. The Board purchased out of surplus
funds $4,500,000 of its 839, bonds due January 2nd, 1960, and approximately
$1,000 of the Board’s capital stock was written off to Consolidated Deficit
Account. On the other hand, the Dominion purchased from the Board
$2,100,000 of 3% bonds due January 2nd, 1970. At the end of the fiscal year
the Govemments investment in the Canadian Farm Loan Board totalled
$21,623,000.

48. During the ﬁséal year a further $2,000,000 of The Export Credits
Insurance Corporation’s capital stock was purchased by the Dominion.

-49. Miscellaneous investments decreased by $183,544,000. The main
item in this category is the Securities Investment Account cons1st1ng chiefly
of the cost of acquisition of Dominion Government direct securities, which
decreased by $184,382,000 during the year. Other miscellancous investments
increased by $838, 000. '

50. The following table gives the details of the annual changes in loans, A
advances and investments in the fiscal year ended March 31, 1946, and the
four previous fiscal years.
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ANNUAL CHANGES IN ACTIVD LOANS AND ADVANCES AND INVESTMENTS FOR
THE LAST FIVE FISCAL :YEARS .

(Thousands of Dollars)i -

Fiscal Years Ended March 31

N ' 'Estimated
1942 1943 1944 1945 1946
Loans and Advances
RALWAY AND Sreamsare COMPANIES— . T S L
- Canadian National Railways........ .. 251,240] . . 142,539|Cr. . 3,907| . 83,608( : -+ 43,613
Canadian National. Steamships— . . R . s L ) -
Canadian _Government . Merchant ) '
Marine Ltd......cvievninrannnn. Cr. L1 O S Y P, .
"Canadian National (West Indles) . . : ,
Steamships, Ltd..............0 coeveiineifer e e e Cr. =+ 450
Canadian Pamﬁc leway Company 12, 814 ....................... ‘e
Net Total Rallway and Steamshlp : ' ’ o
Companles.., ..................... ) 248,355 129,725 Cr. - 3,907, 83,608| 43,163
I‘orelgn Exchange Contlol Board 400,000)Cr. 325,000 185,000 265, 000 700, 000
SUNDRY GOVERNMENT AGENcms— ' } ) . .
Canadian Broadeasting Corporation. Cr. 2283(Cr. - BOBL......ovii i
National Harbours Board. .|Cr. . . 267|Cr. 127 _8|Cr. 66
. Soldier Settlement of Canada . 1,602iCr: 2,090 3,048} 18,077
.. Sundry Crown Companies.. 45,140 63,317|Cr. | 16,774|Cr 8,486
| Sundry Crown Plants, prlvate : ’ o . ’ .
BV -7 PRI FRRUN R 57,007(Cr. 10,909} .......... "
4 ey 4Cr. . .. 11 8(Cr. - 40,
Net Total, Sundry Government L T e . Co
Ageneies....oviiiviiiniiiani caee| 12,881 .. 42,682 . 118,086(Cr. 23,689 -10,085:
Prdvincial and ‘Muniéipal'Governm'exits';‘; Cr.”* * 629|Cr. 809|Cr. 487 15,500|Cr. 4,351
Um'rm) KINGDoM AND O’I‘HDR GOVERN-
’ Unlted ngdomx Joan under The . o - :
War Appropriation (U.K. Finanec- 10 S
ing) Act, 1942........einnnisiinnl s , 700,000/Cr.  42,392|Cr. . 55,008/Cr. 63,946
Union of Soviet Socialist Republics— ! ‘ SOVt T S .
. __Loan for purchase of wheat.......: 917) - 9,083).......... .. [Cr. - 2,500
United Kingdom, Australia and New . L do
Zealand—Air tralnlng accounts. . 56,360 " 5,403| 81,586{Cr, 249,504,
United Kingdom-British Common- o iy I
Wealth Air Training Plan—Settle~
........................................ 200,0001...,..;..... - 925,000
Unlted Kingdom, . food advance ’ .
ACCOUNES. .\ eu v issrevenonarnenes 6,755 13,244 10,613|Cr. 9,841
War Supplies, Ltd. 83,042|Cr.- 11,884|Cr. 71,158....:.......
Other (U.X. and Other Govern- )
ments).....oieiiieiiinns Crreees 7,405] 661 16,766[Cr. 4,215 192,677
Net Total, U. K and Other Govern-
R X T S 79,604 - . 847,735 190, 220|Cr. , 38,272 91,886
-MISCELLANEQUS— ; . ) .
Dominion and National HousingActs 2,644 239|Cr. -+ 532/Cr. 1,240(Cr. 14,72
Sundry munitions contractors, ete, ' -
(Department of Reconstruction and
15717+75) ' J A 9,260 3,640|Cr. 3,964 7,975(Cr. 738
Sundry Loans and Advances.........|Cr. 651|Cr. . 329(Cr. 61|Cr. 74|Cr. 74
Net Total,‘-Mlscellaneous ............ 11,253 3,650/Cr. 4,557 6,661Cr. 15,533
Net Total, All Loans and Advances. 750, 934(- 697,793| - 484,415 308,907 . 825,250
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ANNUAY, CHANGES IN ACTIVE LOANS AND ADVANCES AND INVESTMENTS {FOR
THE LAST FIVE FISCAL YEARS—Concluded

(Thousands of Dollars)

Tiscal Years Ended March 31
Estimated
1942 1043 o 1944 19454 1046
INVESTMENTS
Central Mortgage and IIousmg Corpora-| . .

-tion Capital Stock.....ccoviviviin i ] 25,000
Canadian Farm Loan Board............. Cr. 985!Cr. 2,507|Cr. 5,005|Cr. 5,001|Cr. 2,401
Central Mortgage Bank Capital Stoek. .[............ o R S R Cr. 250
Export Credits Insurance Corporation| . R . .

Capital Stock.....c.oovvviiiiiiiiiaoininenn P PR N b eeene 500 + 2,000
Other Investments.........cooeeinans. . 6,530|Cr. 7,645 155 931 - 153,052{Cr. 183,544
Net Total, Investments.............. e V5,545 Cr. 10,152 150, 026 148,551|Cr. 159, 195
Net Total of changes in Loans and Ad-[ : . .

vances and Investments..... RPN . 756,479f - - 087,641 635,341 457,458 ~ 666, 055

LOAN FLOTATIONS:

o ol In the fiscal year ended March 31, 1946, the Domlmon issued secuutles
in the domestic market in an estimated amount of $4,565,703,898. This amount
includes the net increase of $70,000,000 in Tleasury Bllls outstanding, but
does not include the amount of the recurring issues of Treasury Bills-and Deposﬁ;
Certificates issued to refund similar securities maturing during the.year.  In
the. fiscal year $1,813,748,885 of Dominion obligations matured or were called
for redemption, leaving $2,751,955,013, less cost of flotations, available for
Government expenditures. During the year, no issues were sold to the chartered
banks except renewals of Deposit Cer tificates and Tr easury Bills. Since March
5, 1946 Deposit Certificates have been issued bearing an interest rate of § of
1 per cent as compared with the former rate of § of T per cent. ,

52. The following table glves the details of issues sold during the year,
classified as to original issue by sales to the Bank of Canada and the general
public (excluding the $33,203,471 49, School Lands Debentures held by the
Prairie Provinces \Vthh were 1enewed for one year).




LOAN FLOTATfONS, 1945—46 a

Yield at |

Renewals or

. Issue - Maturity‘ Interest gxc"l‘(;grgg Price to | Aﬁ:ﬁt Conversions . ‘é[g;gggt
- Date . “Daie” | Rele | U | Covern ) R | Bededh | o7,
, : % s % $ '8 s
Treasury Bills (net increase)....... PUTOURN BN O PN PO SE T MU 70,000,000 |.......00.eeen, "70, 000, 000
Sold to Bank of Caneda S
One Year Notes. . .... .. ueuuesiveannneenennss ...|April 15, 1945/April 15, 1946..] 1 100 00 1-00 | 250,000,000 | 250,000,000 |.....iiv.u.rn...
Six Months Notes............ : April 16, 1945(Sept. 1, 1945..| % 100. 00 0-75 102,000, 000 102,000,000 {....ccovviuannnn
Six Months Notes...\....... ept. 1, 1945/ Mar. 1, 1946.. 3 100 00 0:75 256,000,000 256,000,000 |.....veiiiies
Treasury Certlﬁcates Mar. 1, 1946 Sept. 1, 1946.. 3 100 00 0-625 256, 000, 000 256,000,000 |.......otveent,
" Sold to General Public 864,000,000 864,000,000 [........ cenull,
Eighth Vietory Loan... ....... ST May 1, 1945/ Nov. 1, 1949 13 99 61 1-81 267,800,000 |.. ) .26;7,800, 000
Eighth Victory Loan....... .| May - 1, 1945|Oct. 1, 1963 3 99 35 3-05 1,295,819,350 |. 1,295,819, 350
Ninth Victory Loan.. Nov. 1, 1945{Nov. 1, 1950 13 (1;99 66 1)1.82 335,690,000 |... (15335, 690, 000
Ninth Vietory Loan.......c......'vote. Nov.” 1, 1945|Sept. 1,. 1966 o3 (1)99 40 (1;3-04 1,689,021, 200 (1)1,689,021,200
War Savings Certificates and Stamps (n ). TN U ST 3 2) 100 00 (2)3-00 0,079,877 10,079,877
_ . 3,508,410,437 |....ueerrnninnn. 3,508,410, 427
Gra.nd LS SRS IOUURUCNUOUO: SUDESUUPRRUPRRICY IOESUPTIE INCRCUCRUR IOURSTON 4,532,410,427 | 864,000,000

3, 668,410,427

(1) Preliminary figures, subject to revision.

Amount issued includes only the actual a.mount recelved ‘to the close of the fiscal year.

(~) Yield to mvestor if held to matunty, seven and one—half years after issue da.te, amount 1ssued includes interest accrued during the year on outsta.ndm«r

certlﬁcates

€8
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53. During the fiscal year 1945-46, the Highth and Ninth Victory Loans
were sold, both being larger than any previous Canadian loan sold for cash.
The KEighth Vietory Loan was sold entirely for cash in the amount of
$1,563,619,350, the number of subscriptions -being 3,178,275. The Ninth
Vietory Loan was sold entirely for cash in the amount of $2,024,711,200 (the
figures for the Ninth Victory Loan include only the actual amount ofcash
received at the close of the fiscal year and are not final), the number of sub-
scriptions being 2,947,636. 1

54. The following table. gives the details of Dominion of Canada bond
redemptions during the fiscal year ended March 31, 1946: S

DOMINION OF CANADA BOND REDEMPTIONS 104546

S - : Interest Where !
Maturity or Call Date Rate Payable Amount
% $

April 15, 1045........ooveiianns PO PN 1 Canada....... 250,000,000
April 16, 1945, ..... 3 Canada....... 102, 000,000
July 1,1945........ .4 Canada....... . 33,203,471
July 2, 1045........... 13 Canada....... 450, 000, 000
CSeptember 1, 1045, ... o viiieiiiiiieii it eeaas 2 Canada....... 256,000, 000
November 15, 1045(1)...cuviinrrnrenernnrennrvernnennnes .. 3 New York.... 40,000,000
January 15, 194652) ................................... 3 New York.... 55,000, 000
January 16, 1046(3) .. .oieiniinriniiieinieinerineninaneanes 3 New York,... 30, 000, 000
January 16, 1046(4) . ...cocoiviiiiiiinenn, Frreeereeriaiee 3 New York.... 30,000,000
Tebruary 1, 1946......cveeriiieneneiranennssns eeerraaes 43 Canada....... 45,000,000
March 1, 1946...... freetaresseraiaeraitiranentn B Canada....... 256,000, 000
May 1, 1055(5) i ieeernanenennessnancrasaronsansssns]|. 3% London....... 121,983
September 1, 1958(5)..... ettt eeiaarareraaans 4 London....... 84,338
BT T 727 O 33 London....... 15,381
Deposit Certificates (net). ...ovoiiieeriiirrorianricniones Fs Canada....... 260, 000, 000
Non-Interest Bearing Certificates (net).......... Ceeaeees — Canada....... 6,233,712
Total.......... R AN R 1,813, 748,885

Less amounts renewed or converted(®)............ [TV P RN 897,208,471
Provided from cash resources.....oc.veuviververirreonsnse]erscisencninaifossoneeiienns 016, 455, 414

E‘) Maturity date November 15, 1968, called for redemption on November 15, 1945,
2) Maturity date January 15, 1967, called for redemtion on January 15, 1946,
3) Maturity date January 15, 1953, called for redemption on January 16, 1946.

4) Maturity date January 15, 1958, called for redemption on January 16, 1946. .

5) These issucs were vested by the Treasury of the United Xingdom in August, 1941. The amounts
(at par of exchange) purchased in the fiscal year 1045-46 were cancelled.

(%) Total from previous table $864,000,000 and School Lands Debenture Stock, viz. $33,203,471.

55. The fortnightly issue of three months’ Treasury Bills was continued'
during the year and the amount outstanding was increased by $70,000,000 to
$450,000,000. The last issue in the fiscal year was sold at a discount of 0-371
per cent. ' ' :

56. The average rate of interest on the Dominion’s direct funded debt
(including Treasury Bills and Deposit Certificates) outstanding at March 31,
1946, was 2-59 per cent. This figure compares with 2-51 per cent on the debt
outstanding at the close of the preceding year, the increase being accounted r
by the amount of Eighth and Ninth Victory Loan bonds issued which bore
three per cent coupon. ' :
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CASH DEFICIENCY -

57. The total cash deficiency of the Government for the ﬁscal year ended
March 31, 1946, is estimated at $2,451,600, 000 compared with $2,955;000,000
for the previous "fiscal year.

It should be noted that while the budgetaly deficit for 1945-46 is estlmated
at $1,735,703,000, .the cash deficiency “(that is the excess.of cash requirements
~over 1'ece1pts other than borrowing) exceeded this amount by $715,897,000.

Thus borrowing from the Canadian people supplied the total cash deﬁclency of
$2,451,600,000 although a large portion of the cash thus raised was required, not
to finance expendlture but to finance the net increase in assets. :

Cash requirements for this latter purpose were . much heaviér in 1945-46
than in the preceding fiscal year as can'be seen from.the fact that while the
budgetary deficit for 1945-46 was $822,575,000 less than for 1944—4:5 the cash
requirements decreased by $508,400,000, a much smaller amount, -

 58. The, following table sets out requirements for and sources of cash as
- estimated for the fiscal period ended March 31, 1946.

REQUIREMENTS FOR AND SOURCES OF CASH, FISCAL YEAR 1945—46(1)

. - (Millions of dollars)
P Rmummmms FOR CASH

Non-War Expenditure— ‘ : : N
Interest on the public debt .................................. ..
Payments to provinces under wartlme tax agreements .
Family allowances. . . iveeereiiennrsereonrveercneonns
Other ordinary expendxture :

Total ordmary cash expendlture
Capital expenditure........... teteeenanies .
Special expenditure......iv..... S A
Government owned enterprises ;

Total non-war cash expendlture(f) (3) ...... i ROUSITUSURSNINE S 1,055‘~3

War L'a:pendzture— )
Department of Natxonal Defencc,h

AT TOree(®) . vevvoversirnnenenenisnenens P, cen b24:6
Army (5. . 9405
NV et cvenioeesnnnsoasissesonsns . 241.8
! Department of Reconstruction and Supply - 2634
Department of Veterans Affairs............ 328.4
Mutual Aid, UNRRA and Mllltary Relxei . 1048.8 - )
Other Departments..'....- ........................... S -0 L,
Total, War. Expenditure in Cash ...... B N . Y 1:1: 28
()utlays that 1 ncreased Assets or Decreased lnabllzlzes—— ; .
Purchage price of increase in holdings of gold and U. 8. [
AoMars (8)...uusunusussonroeninisisiiierans P 317
Reduction in New York indebtedness S“) . e 1626
" Purchase price of increase in sterling balances..... . 28-4
Reduction in London indebtedness................ 0.3
- Cost of loan flotations, portlon to be amortized, . . 207
Advances to F.H.C.B........icivvienenennnn, .. 700-0
Advances to C.N.R........:... O ) 436
Advances to United ngdom and other govemmcnts Mm... co01.9 -
Securities investment account..........: beleeabeesenranenne —184+4 .
Other outl L R AT Ear: PRET e o 16-9 y
Total outlays that inereased assets or decreased habllxtles .......... 9117
Grand total requxrements for cash(9) ............................... $ 5,5256

(1) “Cash” and *non-cash”’ transactions are sometimes difficult to dofine; for example, interest payments to certain
trust and other accounts are left on deposit with the Receiver General, Those here treated as non-eash are limited to adjust-
ments to the valuation of assets and liabilities, and the amortlzatlon of loan'flotation charges.’
s1d. g) Eﬁ:eludmg the amortxzntlon of bond dxseounts and commissions, $14-9 million; and premium, diseount and exchange,

million .

(3) Excluding the wrlte down of assets $25- 1 mllllon and ad:us'oments of the" valuntlon of C.N,R. Securities Trus’o Sbock
due to net income surplus less eapital losses, $22-6 million,

1) Includes $82:8 million re U.K. Settlement—War Clalms—prevmusly ela.smﬁed as Active Assets. :

; Includes $71:3 million re U.K. Settlement—War Claims—previously elagsified as Active Asets, " o
Computed by adding the 109 exehange premium to the ehange during the year, . . s
7 Excludes 5154 1 million U.K: Settlemenb—War Claims—transferred to war expendl'oure
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REQUIREMENTS FOR AND SOURCES OF CASH, FISCAL YEBAR 1945-46—Concluded
(Millions of Dollars)

Sources or Cisn

Revenue—
Ordinary Revenue— . : : .
Customs duties, excise duties and excise taxes.............. S 812-5 .
Other Indirect $aXes. . .uuuituerviieetiiiiiiieeiireerienees 9.0 -
Personal income tax...... 691-6
Corporate income tax...... et i ittt iaas 217.8 .
Excess profits tax.........ooieln e . 494.2
Other direct taXes. . ovyereiiriii i iieenernenrnrnrnons . 49.8
Total tax revenue.......... : W8 2,27449
- "Post Office revenue. . s 68-6
-Return oninvestments.........coiiviviiiiiininirinenennn.. 70-9
Other ordinary revenue...........oovvviiieiiinaniecnens.. . 21-1
Gross ordinary revenue. ...ov.svenrsenreennnan DU $ . 2,435-5
Less estimated refundable portion of income and éxcess ’
BB (<3 A b S S - —=72.5 .
, ——8%  2,363-0
Capital réfunds...... O revs 0-4
Special receipts and credits in cash (8)(9)..... L N .. 5604
Total revenue in cash....... Cereveas e, PN ebeenee i raeaeane .8 2,082-8
Other recefpts. «..oovviviviinnn i Crreeernaniae e e 141-1
Borrowing tn Canada— ’ A
New Issues of Funded Debt— a : S .
Treasury Bills—net INerease.....vuveervruererseeeeeenennss 8 .. 7.0 -
General public........... e R veveareenee .. 3,508:4
Total new issues.............. reeedienn. e e i $ . 3,608-4
Less maturities paid in eash.............. e e ieteraereanns o=761-2
Add estimated refundable portion of personal income and excess profits. : .
tax—uet.......... e e e et et eaaheans e he e 714 .
Net increase in funded debt payable in Canada.....ovveveeernn..s I
o ]Net increase in floating debt payable in Canada...... et iy
‘ash— .

Less increase in cash balances held in domestic currency C
. - 2,451-6
© 5,525-5

Net cash deficiency :

Grand total ééufces of cash(®...... RN

(&) Excludes entry reeording increased value of C.N.R. Securitics Trust Stock, adjustment re Crown plants and write-off
of Sced Grain and Relief Loans.” o CooTrt o rrr e '

(®) The over-all requirements and sources are considerably inflated becanse the greater proportion of special receipts
included as a source of cash consists of credits to certain departments wlicre expenditures nitially charged to them and
tequiring cash at that time, later beecame charges to other departments. These credits do not constitute new sources of
eash nor do the corresponding debits constitute new requirements for cash; but.information is not presently available to
offset them in this statement. : NN : . oo - .

- NATIONAL DEBT.

59. Tt is estimated that the gross unmatured funded debt (including Deposit
Certificates, Treasury Bills and the estimated ‘refundable portion of .personal
income tax and excess profits tax) of the Dominion outstanding at the close of
the fiscal year 1945-46 will amount to $16,807,178,000. Other liabilities con-
sisting chiefly of Deposit and Trust Accounts, Insiirance, Pension and Guaranty
Accounts-are estimated at $2,198,478,000. The gross labilities of ‘the Domin-
ion on March 31, 1946, therefore, are estimated at $19,005,656,000. On the
other side of the balance sheet there are active assets estimated at a total of
$5,971,591,000 consisting of cash loans and advances and investments less a
reserve of $150,000,000 for possible losses on their ultimate realization. If the
amount of net active assets is deducted from the amount of gross labilities,
there results a figure of $13,034,065,000 representing the estimated net debt of
the Dominion as at March 31, 1946. The increase in the net debt for the year
is estimated at $1,735,703,000, or the amount of the over-all estimated deficit
for the fiscal year 1945-46. .
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" BALANCE SHEET

60. The following is a condensed éstimated balance sheet of the Domlmon,

together with details of non-active assets:

BALANCE SHEET-MARCH 31, 1046 -

(estlmated)
(Thousands of Dollars) .
Liabilities— . )

Tloating Debt— . . . T
Matured Funded Debt Outstandmg ..................... N X
Stock and other obligations payable on demand.. Cesenveereanes
Interest due and outstanding,..........covennen.. v inasasenrenenae
Qutstanding cheques and warrants......... erenrenes weree [P PR
.Post Office Account........ N eeeenes

Deposﬁ: and’ Trust Accounts—

flice Savings Bank..........
Bank Circulation Redemption Fund
Indian Trust Funds.,..............
. Minister of Finance.Special Account;
Miscellancous........ rrsesirpaszeene !

Insurance. Pension and Guaranty Accounts—- )
Government Annuities, ... . .-
Insurance Fund—Civil Service.-.

Insurance Fund—Returned Soldiers................

* Unemployment Insurance Fund (cash portlon only). ver

.- War Damage Insurance Accounts,............. seeres

‘ Other Insurance and: Guaranty Accounts..:...;.... . e

" -Civil Service Superannuation Account... e e e,
Civil Service Retirement- Fund .. ' .

Other Pensmn Funds,......... e ety Cerrenes o

f

Deferred Credits......... e
Sundry Suspense Account
Province Debt Accounts.
Reserves for contingent liabilities, Crown compal

Funded Debt’ Unmatured—
~ Payable in Ganada—. . - N
Bonds, - Deposit Certlﬁcates and Treasury Bllls. SRR A ST

o Refundable portion of personal income-tax and -excess profits tp,x
e (estimated). . .
. Payable in New York.
. Payable in London ..... trethiteesens Ceren

Assets— .

Cash— I
In Current Depos1ts - Ceeieteaas
In Spe(nal Deposuts ........ fiaaiens

pa.rt'.mental Workmg Capltal Advances ..... e ee e et teaeeeens

ans and Advances— .. e R
To Canadian National Rallwuys ........................ e ..
To Foreign Exchange Control Board................ P N e e
To Sundry Government Agencles— ) kN .

Soldier. Settlement of. Canada L : 52,732
National Harbours Board......:covvvvevenrinniin,, 84,965
Crown Companies........covevvnens veemeennss - 108,460
- Crown Plants Privately Managed .................. 46,098
To Provincial and Municipal Govemments——- : :

Unemployment Relief Loans................ vevenes . ..156,080
Province of Alberta—Subsidy overpayment. P 350

Province ‘of Saskatchewan—Seed. Grain Loans . ' .-
. Guarantees, 1938, ...c.covvvirirniiinriinrrnnnn, © o 11,949
- Mumexpal Improvements Assistance Act ............ 5,312

L0774 T-3 N C212

202,255

173,903

169
59,110
94,700
5,207
~ 181,790
35,537
1,689
17,006
1,167,973
140,027 . .
: 1,362,322
287,495
19,014
23,355
8,588
12,196 |
10 065 i . S
360,713
85,444 .
- 10,307 "
1,532
97,283
25,349
115, 604
11,919
43,498
i
16,101,507
515,787 1
178,000
11,844
~— 16,807,178
T 819,005,656
794,312
. 2,673
8 796,985
9,260
699,528
£1,550,000 © -



Assets——Conclﬁded
Loans and Advances—

BALANCE SHEET—MARCH 81, 1946—concluded
(estimated)
(Thousands of Dollars)

To United Kingdom and Other Governmeits—
United Kingdom—War Appropriation (United King—s

dom TFinancing) Act 538,564
Government of Grecce ,525
Government of Roumania . .. 24,329
Government of the U.S.8.R 7,500
United . Kingdom—British Commonwealth Air :
Training Plan—Settloment........coovvveennnn. 425,000
Other (U.K. and Other Governments)............. 241,820
. 1,243,738
Miscellaneous......covvviviiiienienerenss PSP e -+ 19,533
—$% 3,978,957
Investments— .
Bank of Canada Capltul 1S 170 S P . 5,920
Central Mortgage and Housing Corporatlon Capltal Stock ........... 25,000
Canadian Farm Loan Board— . L
.Advances and Capltal Stockew.iieiiiiins 21,0623
Mlscellnneous ........... e R PSP N 162,169 - -
R : 214,712
Province Debt B 1 T O O )
Deferred Charges—Unamortized Discounts and Commlssmns on Loans 92, 551
Sundry Suspense Accounts— ; " :
Minister of Finance Special Custody Account..........ccoovviiennnn 1,025,000
Miscellaneous.....vvuveeriesreennennrencans rereirarereeeieienees 1,830
. : 1,026,830
g o _ o o , $ 6,121,501
Less—Reserve for possible losses on ultimate realization of active assets.... 150,000
‘ : . 8 5,971,501
Net Debt, March 31, 1946.....cvvvviniiniiiiiivii i, rerreseianaeeaes 13,034, 065
§ 19,005,656
NET DEBT—MARCH 31, 1946 (estimated)
(Thousands of Dollars)
Net Debt represented by— )
(A) Expenditures for Capital Purposes and Non-Active Assets— )
. Public Works— o
(07151711 heeeirereenienes e 3 240,215
Railways....... : 429,327
Miscellaneous. e s neervisrernennvansaes e e tietersee et s e 316,942
Military Property and Stores................ PO e et [N 12,617
Territorial Accounts.,............. . : ; 9,896
Canadian Pacific Railway (old) o 62,791
Canadian National Railways Securities Trust Stock ............... eeeersereeens 381,712
Canadian National Railways Stock.................. et e s iererar e 18,000
Loans Non-Active—
Canadian National Steamships.....ovviiveiiieieieiiniinnens e 18,158
National Harbours Board— : ,
Chicoutimi,..vvveenininiass LN Ceretiesiiaaeneaee S 3,838
Churchill ; 10
Halifax..ioieeieenernnireersernssneanss e erererreeerearaarees 12,503
Montreal (Jacques Cartier Bridge)....c.vvvvevernnnn. evereenees 6,398
QUEDEG. ..t eviireenriinenrieisiraraaraanaes rrereraeerienees 27,766
Saint John 17,056
Three Rivers......oovvveniiienneanss et ieerer e reeres . 3,981
—_— 71,552
Soldier and General Land Settlement............... Terenen PO Y 16,526
Seed Grain and Relief Advances......vveiuirreereiianierruennensnssas s RN 194
Saskatchewan Seed Grain Loans Guarantee Act, 193600t iiiiiiiiiens 2,687
Seed Grain Loans Guarantee Act, 1987............. e reraareeeaan, e 7,186
Miscellancous Non-Active ACCOUnES. .. rveresrrnens et ereeeearee e enee 2,458
1,585,161
{B) Consolidated Deficit Account— :
Balance, Consohdated Deficit Account brought forward from March
LT (S T O 9,740,575
Tixcess of expendltum over revenue, less amounts charged under (A)
above, fiscal year ended March 81, 1946 ....covvverviiennvinnens 1,708,329 11, 448, 904

13,034, 065
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61. The following table gives the defails of the various. obligations included

in the unmatured funded .debt of the Dominion
1946, and the annual interest charges thereon:: -

UNMATURED_’{FUNDED}DEBT AND TREASURY BILLS Al
- AND ANNUAL INTEREST THEREON

_outstanding as at March 31,

S AT MARCH 31, 1946,

Annual

Date of Maturit Her | Where Amgunt i
ate of Maturity er : ol - Interest
’ Cent Payable Loan Charges
$ ' e $ o
1946, April-16....... 00 v Ceradenienies ‘1 Canada - -| 250,000,000 00 * 2,500,000 00
April 156........ 15 Canada 100, 000,000 00 1,875,000 00
~May 1.......... 1% Canada 144,253,000 00 2,524,427 50
CoJuly 1., 4 Canada ' 33,293,470 85 1,331,738 83
Sept. 1.......... £ Canada - 256,000,000 00 | 1,600,000 00
- Nov. 1l.......... 13 Canada - :| 197,455,000 00 | " 3,455,462 50
Dec. 15, ciuiiniiienenneesensedennns 2 Canada.- 193,286,000 00 . 3,865,720 00
1947, May - 1........ 1% Canada 373,259,000 00 6,532,032 50
Oct.  Lovurviniiiiiiiieeisdieennsses -2 London. 103,084 94 2,577 12
1948, Jan. 15........ 2 New York 30,000,000 00 750,000 00
Feb. 1........ -3 Canada 50,000, 000 00 . 1,625,000 00
Mar. " 1...... -2 Canada - 269,879,000 00 6,072,277 50
SMar. Lo e 1 Canada 239,713,000 00 4,194,977 50
TNOV. Leiviiiiiii i 1 Canada | - 344, 267,000 00 6,024,672 50
1949, Feb. ‘L.........ccio vdiieiineenens 3% Canada 50,000,000 00 1,625,000 00
June  d..iiiiiiiiiiiiiiiiiiiiiaens 3% .Canada - 33,500,000 00 .. 1,088,750 00
. Nov. 1........... 1% | .Canada, - 267,800,000 00. 4,686,500 00
1950, Feb., 1. . 3% Canada 50,000,000 00 1,625,000 00
- Nov. 1., vered 13 . Canada . 335,690,000 00 5,874,575 00
1951, Feb. 1., Cheeneaieain 3 Canada * %‘) 50,250,000 00 1,625,000 00
JJune 15.. 3. - Canada 2),649,969, 592 50 .. 19,306,027 50
[ ) 2 L T 3% Canada ' 60,000, 000.00 1,950,000 00
1052, Feb. 1., it i iivneesinenennnns] 3%’ Canada -' {(®)" 50,500,000 00 1,625,000 00
Ot Liviiiriiienriunersrenionnees -3 . .| Canada . 324,945,700 00 9,748,371 00
R O T ¥ T 4 | .Canada, | . 56,191,000 GO: - 2,247,640 00
1954, Mar. L. e e 3 "'| ‘“Canada " . '|(%) 676,355,489 00°f =~ 20,089,767 00
1965, May L. iiii i veastoens 3% London - . 4,836,418 74 | . - .. 157,183 61
Cldune . ... -8, | Canada - | . 40,000,000 00 { . 1,200,000 00
* e 1. 3" | Canada” ° " 55,000,000 00 ,1,650,000 00
1956, Nov. 1. 4y ~Canada " . ' 43,125,700 00 © 1,940,656 50
77 Nov. 1. .8 .. | Canada . . |(%) 855,607,410 50 { . .25,414,081 50,
1957, May 1. 3 | Canade  |['1,111,261,650 00 | ~ 33,337,849 50
) Nov. 1. 43| Canada - ' | ** 87,523,200°00 1,688,544 00
19568, June . 1. 3 :.Canada - i |-/, 88,200,000 00 2,646,000 00
1958, Sepb.  Leveviivrnninnivnr s iinnees 4 London . - 3,260,844 50 <. -130,433 78
NOV. Lotiiiiiiiiiniinriiedeneens .45 | Canada 276,687,600 00 12,450,942 00
1959, Jan. - . 1. R L B 3., | 'Canada . | 1,197,824,750 00 . 35,919,742 50
.. Nov. B vienet 4% Canada 289,693,300 00 |-, 13,036,198 50
1960, June 1... crererens e 3 Canada " | 1,105,300,350 00| 34,959,010 50
© Qet. 1., P N 4 New York' | " 100,000,000 00 | 4,000,000 00
1961, Jan. 15.; P! 7 38 New York | - 48,000,000 00 1,560,000 00
1662, Feb. 1., et eiresseaeaens 3 Canada . | 1,315,639,200 00 | . 39,469,176 00
1068, July "1, e 3% London' 3,643,482 41 |~ 118,413 18
N L T P R ] Canada 1,295;819,850 00 | : 38,874,580 50
1986, June 1. 3% Canada 54,703,000 00 - 1,777,847 50
Sepbe Loionivriiiiniriiinirrnneeenes 3 .| Canada . 1,689,021, 200 ,00 50, 670,636 00
Perpetual....... P A 3 .| Canada : | . 55,000,000 00 . 1,650,000 00
1946, April.-12 Treasury Bills:........... woel,. 363 | Canada *75,000,000 00 . 212,250 00
April 26 Treasury Bills........ S +364"( * Canada 75,000,000 00| ° 273,000 00
May 10 Treasury Bills... Joddee] 863 Canada 75,000,000 00 - 272,250°00
May 31 Tieasury Bills......i.0v.v0..] -363.| Canada, " 75,000,000 00 v, 272,250 00
June 14 Treasury Bills... PR . 362 | Canada 75,000,000 00 271,500 00
' June_ 28 Treasury Bills............. . 371 " Canada ‘75,000,000 00 * 278,250 00
April : 2 Deposit Certificates......... +75 Canada - - 95,000,000 00 712,500 00
- April . 9 Deposit Certificates.........| -+75 Canada 95,000,000 00 712,500 00
April 16 Deposit Certificates........ L <75 Canada - 95,000,000 00 * 712,500 00
April 23 Deposit Certificates......... 75 Canada 95,000,000 00 712,500 00
Sept.. 3 Deposit Certificates,........ -. =625 { Canada 75,000,000 00 - 468,750 00

(1) Redeemable at 100} per cent. Amount 6utstanding includes 8 250,0'00.00'redemption bonus.

(2) Red
(3 Red
)

eemable at
eerm

101 per cent. .- Amount outstanding includes $6,485,342.50 redemption bonus. '
able at 101 per cent, Amount outstanding includes $ 500,000.00 redemption bonus. .

Redeemable at 101 per cent. Amount outstanding includes $6,696,589.00 redémption bonus. -
®) Redeemable 2t 101 per-cent. .Amount outstanding includes $8,471,360.50 redemption bonus. =
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. "UNMATURED FUNDED_DEBT AND TREASURY BILLS AS AT MARCH 31, 1046,
L . ) AND ANNUAL INTEREST THEREON—Concluded .

kR.nte. Where - Amount . ‘ ‘Annual

Date of Maturity o Per Payable of Interest
Lo L Cent o ) . Loan - Charges
. 8 -7 I, - c. .
1946, Sept. 10 Deposit Certificates......... +625 | Canada 95,000,000 00 593,750 00
Sept. 17 Deposit Certificates......... . +625 | .Canada..... 95,000,000 00 593,750 00
Sept. 24 Deposit Certificates......... +625 | Canada 95,000,000 00 593,750 00
1947, June 15 Non-intercst Bearing ’ . o . .
Certificates......covenvnnnn Canada 5,681,472 81 |vvvvvvveaneiainnss
1950, June 15 Non-interest Bearing .
Certificates.....ovevenaess Canada 387,017 94 |...
War Savings Certificates 3- Canada, 273,760,075 80

War Savings Stamps........... e raeieeeees i Canada 5,304,573 50 ..,

: .- ©0[16,201,440,933 49 | 430,040,114 29
Refundable portion of personal income tax|. o o o] .
- ‘and excess profits tax (estimated)...... " 2(9 | Canada ~ | 515,736,835 02 | (%) 5,274,812 38

16,807, 177,769 41 | 436,223,926 67

Payable in Canada. ...ovveevieendiiinn eeriiene..0.8]16,617,333,038 82 | T 98-87%

Payable in New York . ; ....| 178,000,000 00 | 1-06%
Payable in London................. ’ ' veers| . 11,843,830 59 o 0-01%
‘ ‘ ' © o |16,807,177,769 41 | 100-00%

(%) Interest on refundable pqrtion of personal income tax only. -+ - -

InpIRECT LIABILITIES

-62. Bonds and debenture stocks bearing the guarantee of the  Dominion
and outstanding in the hands of the publie, totalled $541,000,000 at March 31,
1946, a decrease of $65,665,000 from the amount outstanding at the close of the
preceding fiscal year. This decrease is occasioned mainly by the redemption
of two Canadian National Railway bond issues one of which in the amount of
$50,500,000 was to come due December 15, 1950, but was called for prior pay-
ment on December 15, 1945, and the other, in the amount of $15,000,000, came
due on January 15, 1946 and was paid off.- The funds required to meet these
maturities were loaned to the Company by the Government. :

63. There were also outstanding at the close of the fiscal year, other con-
tingent Habilities authorized by various statutes. : : ‘

64. Pursuant to the terms of an Order in Council dated August 11, 1943,
the Commodity Prices Stabilization Corporation, a Government-owned Cor-
poration, guaranteed certain advances, obtained by any person engaged in the
production of logs or lumber, from a chartered bank. The lability of the
Corporation is limited to twenty-five per cent of the aggregate advances made
by each bank. The contingent Hability of the Corporation at March 31, 1946,
was $1,515. ‘ : '

65. Under the terms of an Order in Council dated April 17, 1945, the
Commodity Prices Stabilization Corporation was authorized to guarantee
certain advances and interest thereon obtained by any person from a chartered
bank in order to purchase coal, coke or briquettes in the summer of 1945, The
Hability of the Corporation is limited to ten per cent of the aggregate amount
of advances made by each bank, but the maximum amount of guarantee is
$500,g00. The contingent liability of the Corporation at March 31, 1946 was
$32,032. ‘

66. Under the terms of an Order in Council dated May 4, 1943, the Govern-
ment guaranteed bank overdrafts obtained by certain Crown companies and
managemert-fee companies doing business under the Department of Munitions
and ‘Supply. Prior to the establishment of this system of financing, funds
advanced by the Government to the contractors remained idle for considerable
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periods. The ‘amounts of the various overdrafts are repaid monthly, S0° no
liability is outstanding at the. close of the fiseal year in connection with this
guarantee The max1mum amount of _guar antees authonzed at’ March 31
1946, -was' $23,590,000.

67 Before operatlons ‘under the’ Home Improvement Loans Guarantee
Act were discontinued (October 30, 1940) 125720 loans had been made by
banks and other approved loaning institutions to home owners under the terms .
of this Act and the total amount of such loans was $49,959,055. The Dominion’s
contingent liability arising out of these loans is limited to 15 per cent’ of the
aggregate of such loans made by approved lending institutions, but as the balanee

“of these loans on' March 31, 1946, was $98,667, the’ contmgent liability of the
Government is limited to; thls amount Up to Mar ch 31, 1946, 1,268 loss claims
for an aggregate amount of $462,873 had been paid. In terms of total losses
to-total volume of loans, this loss ratio is only 0-93 of one per cent C
. -68. Under the provisions of the Appropriation Act No. 5, 1942, ‘the Home
Extension Plan was started. It provided for loans not exceedmg in the aggregate
$2,000,000 by banks under regulatlons similar to those of the Home Improvement
Loans Guarantee _Act for the purpose of financing the creation of additional
self-contained housmg units by alterations or additions to a building used solely
or partially as a dwelliig at the time application is made for the loan. To

. March 31, 1946, 59 loans for a total amount-of $109,238 had been made. The
Dominion’s contmgent hablhty arising 6ut of these loans amounted to 15 per
cent. of the aggregate of such loans made by’ the banks or $16,309; There have
been no claims for loss made by the banks.

, 69. Under the Dominion Housing.Aect, 1935, the Natronal Housmg Act
1938, and the National Housing Act, 1944, the Dominion has accepted;and is
acceptmg certain obligations arising out of its contraects with approved lending
institutions whieh, while not expressed in the form of a guarantee, may never-
theless be regarded as contingent or indirect liabilities. On January 1, 1946, the
Central Mortgage and. Housing Corporation Aet, 1945, was proclalmed and sinee -
that date the Corporation has been acting as the agent of the Mrmster of I‘mance
in connection with loans under these acts.

The manner in which losses in respect of any loan are to be shared by the

, Dominion and the lending institution was fixed by the contract. The general

principle under the Dominion Housing Aet and the National Housmg Act, 1938,

was that the Dominjon bears two-thirds of the loss, if at the time the loss is

sustained the prineipal amount of the loan repaid, less any other amount due, is
equal to or less than the amount advanced by the Dominion and one-third of the
loss if at the time the loss is sustained the principal amount repaid, less any
other amounts due, is more than the amount. advanced by the Dominion. .In
the case of small loans (that is, loans not in excess of $4,000 in the case of slngle
family dwellings or not in excess of $700 per habitable room in the case of multiple
family dwellings), the share of the loss to be borne by the Dominion is not more
than 80 per cent and not less. than 50 per cent of the loss. TUnder the National

Housing Act, 1938, a new provision was added to _encourage the making of small

loans in such small or remote communities and in such distriets -or other com-

munities as may be designated by the Minister of Finance in any contract.

In respect of such loans, the Dominion has agreed in:contraets with certain

lending institutions to pay losses sustained by any such lending institution up to

certain amounts determined by -the contract which are not less than 7 per cent
and do not exeeed 25 per cent of the total amount of such loans made in such

areas by each such lendmg institution. Under the National Housing Aect, .

1944, the Dominion bears the first one-quarter of ‘the loss and agrees to pay

losses sustained by any lending institution up to fifteen per centum of the total

amount of loans made in any area by each such lending institution. - -
Loans to the number of 27,368 covering 32,612 dwelling units have been
approved as at March 31, 1946, under the Dominion Housing Act, 1935, the
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National Housing Act, 1938, and the National Housing Act, 1944, the total
amount of such loans being $113,617,150.00. Losses recorded and paid to
March 31, 1946, amounted to $2,644.78 covering the Dominion’s proportion of
the loss on seven loans. This amount represents total losses to that date under
both the Dominion Housing Act, 1935, and Part I of the National Housing Act,
1938. These losses are offset in part by a profit of $497.74 realized by the sale
of eleven properties. The net loss to March 31, 1946, is therefore only $2,147.04.

"There have been no losses under the National Housmg Act, 1944.

70. Under the terms of two Orders in Council passed under the Export
Credits Insurance Act, the Dominion Government guaranteed the payment to
certain contractors for goods sold to V.0. Machinoimport, an agency of the
Government of the U.S.S.R. The maximum amount authorized was $236,000.
Payment having been made for these goods prior to March 31, 1946, thele was
no liability to the Government. .

71. Under the provisions of the Farm Improvement Loans Act, 1944 the
Government guarantees loans made by chartered banks to farmers for authouzed
purposes. The amount of the guarantee is limited to 10 per cent of the aggre-
gate principal amount of the guaranteed farm loans made by each bank. At
March 81, 1946, 6,156 loans had been made by the chartered banks in the
amount of $4,7 26 153 The contingent liability of the Government at that date
was $472,615.

72. Order in Council dated May 22, 1945, P.C. 3636 passed pursuant to
the War Measures Act, authorized the guar antee of bank loans to merchants or
business men in Halifax and Yarmouth whose places of business were damaged
or looted in the disturbances on May 7 and 8, 1945, in order to enable them to
make essential vepairs and replacements of premises and fixtures and to purchase
stock-in-trade. Sixteen loans totalling $68,000 were made under this authority;
all of which had been repaid by March 31, 1946.

73. The following 1s a statement of bonds, debenture stocks and other
indebtedness guaranteed by the Dominion outstandlng on March 31, 1946:

BONDS AND DEBENTURE STOCKS GUARANTEED BY THE DOMINION
GOVERNMENT AS AT MARCH 31, 1946

Date of Issue - Interest A-mount
Maturity o Rate | . Outstanding -
_ % s
July 1, 1946....)Canadian Northern......oovvirieeenarenenennns 63 23,752,000
April - 1, 1948....|New Westminster Harbour Commissioners...... 43 ,000
Sept. 1, 1951....|Canadian National......ovvvvrieenennineenennnns 4% 48,022,000
Teb. 1, 1952....|Canadian National.............coooiiiiiiii 3 20,000,000
Aug. 1, 1952....[Saint John Harbour Commissioners 5 67,953
Teb., 15, 1953....[/Canadian National,.......vvvevevinnnn. 3 25,000, 000
July 10, 1953....|Canadian Northern........... PN 3 1,162,768
Teb. 1, 1954, ...{Canadian National...........coeetiiinnensenanat 5 50,000, 000
Mar. 1, 1955....|Canadian National (West Indies) Steamslups .
Limited....ovoviviiiiiiiiireniianniniiin, 5 . 9,400,000
June 15, 1955....{Canadian National............. e 43 48,496, 000
Teb. 1, 1956....|Canadian Natjonal................ . 4 67,368,000
July 1, 1957....[Canadian National.......... Cevees C4 64,136, 000
July 20, 1958....|Canadian Northern.............0..0 3%, 5,636,508
Jan, 15, 1959....|Canadian National.................. erieeanenes 3 35,000,000
May 4, 1060....({Canadian Northern Alberta 33 551,505
May 19, 1961....|Canadian Northern Ontario 3% 3,610,074
Jan, 1, 1962....|Grand Trunk Pacific.............ove.. 3 26,465,130
Jan,” 1, 1962....]Grand Trunk Pacific.......... R : 4 7,099,074
Oct. 1, 1969....|Canadian National.......co.oveevievnaeinennss 5 57,728,500
Nov. 1, 1969....{Harbour Commissioners of Montreal............ 5 19, 000, 000
Teb., 1, 1970....jCanadian National.......ccoviviiriiiiiininans 5 17,338,000
Various dates .
1946-54........... City of Saint Jolin Debentures assumed by Samt
John Iarbour Commlssxonels .| Various ) .590,229
Perpetual..........|Grand Trunk Debenture Stock.. 5 1,475,442
" e .. .|Great Western Debenture Stock. . 5 861,059
“ .1Grand Trunk Debenture Stock. . . 4 6,012,042
“ Northern Railway of Canada Debenture Stoclk. . 4 27,458
540, 999, 742




93

OTBER GUARANTEES OR CONTINGENT LIABILITIES

Pr 1nc1bal Amount
Outstanding
. March 31, 1946

Bank Advances re Prov1nce of Manltoba Savings

Office........ e e 8 4,96‘8,078'
Provrnce of Manitoba Treasury Bill ................. . 3,500,000
Loans made by approved lending institutions under -

Dominion and National Housing Acts........... Indeterminate
Loans made by apploved lendlng institutions under The . R

. Home Improvement Loans Guarantee Act, 1935. : 08,667 .

~ Loans made by apploved lendlng 1nst1tut10ns under E .
o the Home Extension Plan................0...... . .16,309 -
Deposits maintained by the cha1te1ed banks in the -
* Bank of Canada............. e - 518,135,599 .
Bank Advances re Government War Contracts—,' o '

- Depar tment of Reconstruction-and Supply. . . 8,700

Bank Overdrafts—Government War Contracts— .
{ . Department of Reconstructlon and Supply (closed o :
out monthly)...........:. S S ‘_—

_‘ Bank Advances, 7e productlon of logs or lumber—— S
Commodlty Prices Stablhzatron Corporation. .. .. o 1 515

Bank Advances, re coal coke or brlquette pulchases—' o '
Commodlty Pr1ces Stabilization Corporation. . 32,032

* Guarantee under Dominion-Pr ovincial Taxation Agree-
ments of Provincial receipts from gasoline taxes at
amounts received in ﬁscal years endlng nearest R
" December 31, 1940..... . .........0 .0 0l Indetermlnate '

Guarantee unde1 Domlnlon—Provmclal Agleements of ,
‘Provincial liquor revenues at amounts 1ecelved :
‘during the twelve months ended June 30, 1042 . Indetermlnate

Gualantees under Part II Export Credlts Insurance
“Aect....... e e e e e e Indetelmlnate

Loans made by chartered banks under The Fa1m
Improvement Loans Act, 1944. ................. o 472,615, :
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(B.) CANADIAN ECONOMIC CONDITIONS
ANNUAL FIGURES

Calendar Years

1926 1028 1932 1937 1939 1943 . 1045 !

Group I.—Comprehensive Indexes
(1935-39=100)

Physical volimo of BUSINESS. .« vveeeerisrseneeesneeenns s7| - 18| 60 wr| 7| 213

Volume of manufacturing...........cooovviiiianna., 89 100 66 109 105 294 249
Mining........cvuven Ceraraaieeaaas e vreerararaiaes 55 65 51 14| 118 242 157
Forestry. . 84 87 57 117 103 123 127
Carloadings...... .. e e e 131 148 88 106 102 139 145
Electric power outptt, .. euuveneenicieaioneennrannnns C46 [ et 61 106 108 154 153
Employment (z) .... . 100 112 88 114 114 184 175
National income (b)........\. 00000 . vl 10 120 60 107 103 222 236
Retailsales.......oooiiiiiiiiiiinianen. el aveasas (3] ] 92| 105 105 161 187
Group IL.—Price Levels and Financlal Faetors
(1926=100) ' o
Wholesale prices....oouvuveunsses Cevesaeeeas e 100 96 67 85 75 100 103
Farm produet prices,.......... vee 100 101 48 87 64| 96 105

122 121 99 101 102, 118 120

Cost of living (€)....vvveinniininnn, .
92 147 51 17 92 84 100

" Common stock prices (6)......

Baul deposits...... e " 100 115 100 120 132 199 270
Active currency ecirculation.........coovue.. - 100 1056 81 103 11 353 488
Group III.—Gross Value of Prodnction in Major
Industries ($ miilions)
Agriculture.............. Crearaaas o] 1,191 1,239 487 731 900 | 1,524 |(d)1,702
Forestry... PR 550 536 267 494 466 810°|(d) 044
Fisheries e 73 71 34 51 53 119 |(d) 155
Mining (including Smelting) eterreeaanas 277 313 - 234 663 663 [ 074 |[(d) 856
Construetion......... 424 571 267 390 373 572 1(d) 458

Manufacturing 8,101 ( 3,582 | 1,980 [ 3,625 | 3,475 | 8,733 [(d)S,266

Group IV.—Foreign Trade and International
Transactions (§ milllons)

Exports (gold excluded).......covvianns . 1,364 498 | 1,012 036 | 2,071 3,218
Net non-monetary gold exports (e).. CoJ40 7o) 145 184|142 96
Total exports, including non-monetary gold . 1,404 568 § 1,187 | 1,120 | 3,113 3,314
Imports (gold excluded)........ T T TN 1,222 453 809 751 | 1,736 1,586
. Total tmde.; ...... PR reeerreeneeeieennes] 2,315 2,626 | 1,021 | 1,066 | 1,871 | 4,848 4,900
Export Balance, v, ovvevviiaiiireenininirassoriaessnenenensd 4299 | 182 [ 115 | -4-348 | 369 {1,878 | 1,728
Neb tourist TeceiptS...vviviireieririisiiiieienaiesasssanas 53 79 65 79 68 52 )
Net interest and dividends going abroad.....c.oevveenn cees 201 221 262 226 249 202 )

() 1926=100.

(b) Indexes from 1939 are based on a new series and are net striotly eomparable with those of earlier years.

(o) 1935-39=100.

(d) Estimated.

(e) Adjusted for changes in stooks of earmarked gold, These figures svare computed by the Bank of Canada on the
basis of official trade returns,

{f) Not available.




CANADIAN ECONOMIC CONDITIONS
' MONTHLY - FIGURES

—_ . . Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec.
_ Group L—Comprehensive Indexes (a) R R . . ..
(1935-39=100) ) : )
Physical volume of business.......o.eeeerenerarasnennnsn 1944 247 | 249 248 240 242 239 232 233 231 228 228 233
: : _ 1945 229 217 225 232 219 220 214 213 205 195 190 194
_ 1946 195 181 101 103 :
Volume of manvfacturing........... e, 1944 3041 . 305 301 291 297 292 288 292 285 286 285 284
R = ST 0gs) L, 274 270 271 271 256 253 249 243 244 232 211 205
1946 203 198 191 180 :
MiDINg.eiveennrnnsensenen eeeenns e rtaaene s 1944 250 2567 . 263 248 239 226 2251 215 206 209 192 189
: 1945 174 ug| 14 183 159 175 161 156 150 |- 133 131 114-
1946 120 98 144 142
FOrestry.eeeneere. reeeeas et e e 1944 114 125 125 C115 119 121 113 122 116 129 125 126
R X 195 17 27| . 138 19 124 125 -185 125 124 133 133 135
- . ‘ B 1946) 138 51| 147 144 :
CATIOBAINES. .- ovvvenseenserneeeane et seneerneesnnsenns 1944 155 158 157 145 157 153 147 143 126 125 1 143
1945 152 148 149 149 154 156 151 142 119 129 138 143
) } 1946 © 156 47| 150 144 - ] . A . - :.
Electric POWET OULDUE. « vvsveuvnensinreenensaresanensnsns 1944 156 154 155 153 165 -160 155 153 152 152 149 145
1945 152 150 el 16 165 | . 164 161 155 146 145 140 142
1946 152 153 156 164 N ; _ ] .
Employment (b).evveeeeeeneinrnnns eieeeneaaas e 1944] - 193 190 189 191 " 185 181 . 180 179 178 174 1) 18t
1945 187 186 186 187 182 175 172 170 166 161 164 169
iede - 174 174 174 - . S ' o S
Retail sales (0).eienenrrennrnnnen e rerana eeaaaans 1944 140 1391 163 175 178 178 155 161 179 183 191 237
. 1945 143 147 | . 194 175 is2 196 11 178 187 | - 204 213 256
1946 167 167 210 212 : . ‘
Group I.—Price Level and Finanelal Factors—
(1926=100) ) ) .
Wholesale PHiCeS.ev.venrenrnnns rrreaerra, eeeann 1944] - 103 . 108 103 103 - 108 103 103 102 102 102 " 102 103
. 1945 103 031, 103 103 103 103 104 103 103 103 103 103
‘ ) 1946 04| . 05 . 106 T R R ] N
FArm Produch PriCeS.cesesueeenensneneensnsnesenenarssaes 1944 104 104 105° 104 . 102 102 102 | 101 101 103 103 103
_ . 1045 104 105 |- 105 105 105 106 108 106 104 106 106 106
1946 107 07 107 08 .. B

g6




CANADIAN ECONOMIC CONDITIONS
‘ MONTHLY FIGURES
— Jan. Feb. Mar, April May June July Aug. Sept. Oct. Nov.
Cost of EvIng (d)eeereenrneiinnianerorneenneeeanciosneen 1944 119 119 119 119 119 119 119 119 119 119 119
: . 1945 119 119 119 119 119 120 120 121 120 120 120
1946 120 120 120 121 )
Common stoek prices (d).eeieereesasanreneeiaunanieisnn 1944 82 82 82 79 80 84 88| 87 85 86 86
. 1945 89 93 93 94 97 103 101 100 102 104 107
1946 124 122 119 125 :
Bank deposits (€).ceveerieiiearaetiaiaraeianrraeans L...1944 215 211 213 222 237 238 239 235 233 243 259
1945 257 253 251 255 273 281 268 264 264 273 300
1946 297 293 294 295 .
Active currency circulation (€)....ceveinuiiiiinianinn.. 1944 391 399 411 419 413 415 427 437 445 458 457
1945} - 461 467 477 482 477 479 486 495 504 512 505
’ 1946 493 495 502 505 -
" Group INL.—Other Significant Factors
Exports™(f) (Smillions)..ccevuiiuviiiniiiiiniiiaian. “..1044 242 227 283 283 368 343 279 | 957 265 314 313
1945 230 236 301 312 315 323 283 295 221 228 239
- - 1946 189 153 178 178 .
Imports (f) (S milLons).cieieeeianiniiniiinieianeiannann. 1944 126 138 151 137 159 152 148 157 160 160 142 127
L 1945 130 112 132 133 144 146 139 128 122 134 142 121
1!_)46 140 117 140 161
Net non-monetary gold exports (g) ($ millions).......... 1944 - 9 8 13 9 9 17 7 10 9 8 10 6
. ' . 1945 g 8 10 7 10 5 8 -9 7 8 10 [}
. 1948 9 10 10 7 .
Construction contracts awarded ($ millions),............ 1944 9 16 31 28 32 37 32 24 25 26 19 13
i 1945 12 . 13 20 34 38 59 51 41 42 29 45 26
1946 27 33 58 76 82
(a) Indexes seasonally adjusted unless otherwise indicated.
(b) As at first of month, 1926=100.
(¢) Unadjusted. .
(d) 1935-39=100.
- (e) Based on daily average figures; index unadjusted. .
(f) All gold excluded; inciudes exports of foreign produce. . !
(z) Adjusted for changes in stocks of earmarked gold. These figures were computed hy the Bank of Canada on the basis of official trade returns. :

T ) . >
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