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K

- MINISTER OF FINANCE

g . HOUSE OF COMMONS, THURSDAY, JUNE 13; 1963

TR THE BUDGET

.. ANNUAL FINANCIAL STATEMENT OF THE
MINISTER OF FINANCE

Hon. Walter L. Gordon
Finance) moved:

That Mr. Speaker do now leave the chair for the
house to go into committee of ways and means.

He said: Mr. Speaker, somebody was kmd
enough this afternoon to g1ve me my horo-
scope for today, which reads “Do_n’t WOrry
over money matters”. I do not think that
is an appropriate horoscope for tonight, be-
cause in dehvermg tomght the first budget
of this new government I am aware that it
is ' my duty to present. the facts as we found
them on taking office. It is also my duty to
ask hon. members and the Canad1an public
to face up to these facts and, having done
this, it is my further duty to 1nd1cate the kind
of measures which are needed to put our
national affairs in order once agam

. This then will be a ‘“face the facts” budget
If we face the facts, and if we conduct our-
selves accordingly, we in ‘Canada can look
forward to an exciting and prosperous future,
If we are afraid to face reality, if we are
afraid to'take the actions and the  decisions
that are called for, then the consequences
cannot be long delayed.

(Minister of

" MEANING OF THE BUDGET

I shall begin my rernarks this evening with
a few words about the importance of the
annual budget presentation’ and then go on
to discuss the cond1tlon of our national
.economy. P
. We -on- this- side' of the' house take the
budget very seriously. We look upon it as an
annual occasion of -great national importance.
It is an occasion' when the-government is
expected to give to parliament and to the

people a clear appraisal “of the -nation’s
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ﬁnancial ‘dnd ‘economic conditioni, It is an
occasion when the government must outline
the short and long term edéonomic and. ﬁnan-
cial policies it proposes to pursue to overcome
the problems and to convert the prospects
into realities. Above all, it is an .occasion
m1t1atmg a grand scrutiny by parhament of
the” financial affairs of the nation. It .is. an
occasion which should not and must not be
avoided or delayed

It is now almost exactly ‘two years- smce
thereAwas a budget debate in this house, I
remind hon. members that in the fiscal year
which ended last March 31, the estimates. for
only . six departments were called in -this
chamber, and even they, were not_approved.
We, have. been financing.for far too.long a
period-on interim supply- and Governor Gen-
eral’s. warrants. .In -a period of 14. months
over $5 billion has been spent by .the gov-
ernment of Canada with no parliamentary
authorization other.than Warrants and interim
supply votes. .
: In the last parllament, no one was more
critical of: this state of affairs than we who
are now on this side of the house. We pro-
tested vigorously in that.parliament, and when
it was dissolved we took the question to the
people. The results: indicated their conviction
that an accounting before parliament for the
nation’s financial and::economic affairs’ was
due, and ‘indeed long overdue. It is that
accounting which :will be'presented tonight.

GENERAL ECONOMIC REVIEW

The year 1962 was .a-_ remarkable one in

- Canada’s; economic h1story It was marked

by an exchange crisis , which followed -upon
five years of economic stagnation. It was also
marked by the adoption.of-a-fixed rate of
exchange for the Canadian dollar, an action
which was taken three  weeks after the gov-
ernment of the--day had indicatéd -that 1t
was not its pohcy to do so



Despite the exchange crisis, and perhaps
partly as a result of the devaluation which
had been resisted for so long, the year 1962
was for Canada ‘an improvement ovér 1961.
This was evident in the industrial part of our
economy, while in agriculture, too, incomes
were up and acreage under cultivation in-
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creased. Details are to be found in the budget.

papers tabled last Tuesday. St

It is encouraging to record that the pros-
pects for the current year are also favourable
both in agriculture and in industry.

An hon. Member: What ebout prices?

UNEMPLOYMENT .

Mr. Gordon:.I will come to that. But the
improvement we are now experiencing leaves
no room for complacency. Our rate of growth
over the past six years as a whole has been
quite madequate We have had a falling rate
of new investment. We. have had chronic
deﬁmts in our m‘cernatlonal balance of pay-
ments “And most important, we have had
chronic unemployment.

All of thése problems are mterrelated, if

we can cure one, we shall relieve the others.
For -example, our international balance of
payments- deficit on current account has
averaged almost $1.2 billion annually in’ the
past six’ years. This has meant that we have
been importing goods and services whlch we'
should have produéded at home, and that'we
have failed to find' export markets for goods
which' we should have sold abroad. If this
sifuation had been corrected, the increased
production in Canada might well have meant
. hot less than 150,000 more jobs and our un-
employment problem would have been re-
duced accordingly.
- The added investment. needed to provxde
this increased production and employment,
and the increased production and employ~
ment- itself, would all have produced higher
government revenues. This would have been
reflected in reduced ‘budgetary deficits.

I could go on.to describe our difficulties
and what we propose to do about them strictly
in terms of economics. But perhaps hon.
members will forgive me if I speak in more.
human terms tonight, and about the human
tragedies that inevitably result when eco-
nomic conditions are unsat1sfactory and our
natlonal affairs -mismanagéd. .

" The grim. experiences of contmumg {lnem-
ployment are to be found in nearly every
part of Canada, -in nearly every constituency.
Most members -of - this " house know of men
and women and ‘of whole families whose
lives have. been- warped and whose futures
impaired by .long ‘periods when they were
looking for non-existent. jobs:! S b

who live there came to Canada quite re-
cently, and they are nét fully familiar with-
either the language or the customs of their
new community. They face frustrating dis-
advantages in their battle for a decent life.

.Similar conditions I suggest prevail in most

other constituencies: across the country.
,The  prevalence of unemployment is a

wrong that must be righted. Any Canadian,

young or old, who wants a job must be able

.to find one. Any Canadian must be able by

his work and his savings to make his own
direct contribution to the well-being of his
family, his community and his country. This
is a basic tenet of Liberal philosophy. It is
an aim which we are dedicated to achieve.
It is the view of this government that un-
employment is the most serious domestic
problem facing* Canada today 1 shall review
briefly the steps whlch we are taking to
combat it. . . .

; MEASURES . TO COMBAT UNEMPLOYMENT

A measure has been placed before the house
prov1d1ng for the creation of a department of
mdustry This" new department will con-
tribute to the long term solution' of our
national economic problems by actively pro-
ffoting more employment oppertunities in our
manufacturing industries, Its aim will be to
see that we produce more manufactured goods
for export ‘and for our own domestic needs,
and - that we process more of our natural
resources in, this country.

The m1n1ster-de51gnate of the proposed
department has already held preliminary dis-
cussions with officers of the automobile in-
dustry, both the car assemblers and the parts
manufacturers. These discussions have been
designed to ensure that we produce in Canada
a larger volume of automobile parts and com-
ponents for-incorporation in Canadian cars or
for export. The value of our net imports of
automobile parts and components this year
will probably exceed $400 million. The objec-
tive in the years ahead.is to reduce very
greatly these net imports. The government is
counting on.the full co-operation of the in-
dustry in realizing this objective.

These’ discussions with the automobile in-
dustry will be followed by’ discussions with
the oﬁicers of other Canadian industries de-
signed to achieve 'similar results. In the search
for new employment and increased economic
strength ‘we shall rot be -satisfied with half
measures. Wherever' major changes in our
industrial structure are found to be necessary,
we shall energetically promote them.

It is important that the new employment
we are. seeking  to: ach1eve in the Canadian

My own riding of Toronto-Davenport is a economy, and the new investment required to
high unemployment area. Many of the people {;produce it, be directed wherever practicable



to areas of slower growth'and surplus man-
power. To this end the special“area develop-
ment agency within the departmentiof in-
dustry will seek to encourage new investment
in areas where it will do the most good.
“--The Atlantic provinces are an area of slower
" growth which for many years has not shared
adequately in our ‘economic’ progress. The
house will be asked to strengthen the Atlantic
development board through the provision of
a substantial capital fund., This fund will
enable the board to promote capital invest-
ment on its own initiative.

" The full eﬁect on the economy of the im-
portant -measures I have been dlscussmg will
not be felt for a few -years. Loans made by
the proposed municipal development and loan
board are intended to have a more inter-
mediate effect. Their impact should begin to
make an impression within six months to a
year from the time when parliament approves
the legislation contemplated. These loans
should result in a marked increase in social

investment and in the employment it involves.

As a further means of combating unemploy-
ment, I shall propose"later this evening a
number of measures to promote new capital
investment by providing special- financial in-
centives in the private sector of the economy.

In addition to these long term and inter-
mediate term measures, I should refer to the
various proposals the government is making
for providing more jobs this coming winter.

" We have advanced a proposal to -increase
the percentage of winter works assistance in
designated areas. This measure is also de-
“'signed to reduce unemployment by promoting
investment in social capital, and to do it in
areas where and at times when unemploy-
ment is most severe.

. Earlier this week my colleague the Min-
ister of Labour announced that he would
propose a program designed to reduce winter
unemployment by encouraging house construc-
tion in the months when activity in the con-
struction industry reaches its seasonal.low.
This program will apply to rural as well as
to ‘urban housing.

‘The minister also announced that he would
propose the expansion of the existing pro-
gram for retraining the unemployed in co-
operation with' the provinces. And he an-
nounced that- a new program would be
proposed to encourage  basic training, in-
creased -apprenticeship training, and the re-
training of those presently employed but
whose jobs are threatened by industrial
change.

There is one- aspect of the unemployment
problem that is of ‘particular concern to the
government. That is the persistent difficulties
encountered by older workers in securing

steady employment after::they have. ‘been -out
of work for some time." An improvement in
general ‘employment levels and- 'the correc:
tion . of regional unemployment problems do
rot 'séem to beé enough-to overcome' these
difficulties. Something more is needed to look
after the problem of thls hard core of our
unemployed.

- The house will therefore be asked to pro-
vide by way of supplementary estimate for
the payment of a special ‘allowance to all
émployers, other than govérnments or munic-
ipalities, who increasé the number of their
employees this winter in-a specified manner
over a base level. The allowance will be paid
on employment of workers aged 45 or older
who have been out of work for six of the
previous nine months and who aré not in
current receipt of unemployment insurance
benefits or pensions. The allowance will be
conditional on the employer providing the
worker with a significant amount of approved
training. It will be paid at the rate of 50
per cent of wages or $75 a month, whichever
is less, for each month of employment and
will contmue for up to 12 months. It is
proposed that this program apply to workers
hired between November 1 this year and
January 31 next year:

Hon. members are only too well aware ‘of
the costs to this country of allowing people
to remain unemployed, particularly for ex-
tended periods. These costs include sub-
stantial welfare payments. They also include
far more important costs in terms of pro-
duction forgone in our economy and in terms
of misery and frustratmn for the md1v1dua1
concerned.

The proposal I have ]ust--advanced'to deal
with prolonged hard core. unemployment is
a novel one, and it is.not without difficulties
and risks. It will require careful administra=
tion, and -adequate safeguards against " its
abuse will be provided. It is directed specifi-
cally to assist that group of men and women
in our,[ society most in need.of a chance to
earn aj living for themselves and their fam-
ilies. 'I;‘hese people deserve their chance. .
~ While our major domestic problem in Can-
ada ‘to:day is -unemployment, we must not
overlook the problems which accompany it.
The most serious of these .is the continuing
deficit 'm our current balance of international
payments The budgetary deficits of the fed-
eral government are also a matter of concern,

BALANCE OF INTERNATIONAL PAYMENTS

. In d'ealing with our balance .0f payments,
let me summarize first our current interna-
tional transactions for the past ten years.
Durmg that period- oir imports of goods,
mcludmg both capital! goods and consumer




goods, were $2 billion more than our exports
of goods.-in the period. In the case of travel
we spent $1.4 billion more-abroad than visi-
tors spent here. Steeply rising capital imports
in the.form of foreign direct and indirect
investment led to interest and dividend pay-
ments. abroad, that were $4.2 billion greater
than our receipts.of this type. Other transac-
tions further increased our deficit by $2.5
billion.

The result in the aggregate was that our
sales .of goods and services abroad and.our
foreign investment income were $10 billion
less than our purchases and payments.

The implications of. this deficit have been
a matter of grave concern in Canada. They
have been extensively discussed in the press,
by .economists, by businessmen and by the
general public. There is a clearly.recognized
danger that if deficits continue at this rate,
they. will lead to a growing measure of con-
trol of our economy passing abroad. There
is a danger that in allowing these deficits to
continue we are sacrificing our blrthnght the
birthright which our forefathers laboured so
hard to hand, on to us.

An analy51s of the problem shows clearly
that if we are to overcome it we must centre
our attention on our merchandise trade.
Historically we have had a continuous and
substantial deficit balance in-our trade with
the United States, both in merchandise and
in invisible itéms. This has been to a greater
or less extent offset by a surplus in our trade
with the rest of the world. In the past two
years we have had small over -all trade
surpluses

Some hon. Members' Hear, hear.

. Mr, Gordon: I am not quite clear why hon
gentlemen opposite are so pleased about this;
we should have had far greater trade
surpluses.

Some hon. Members: Hear, hear

Mr. Gordon: Over-all trade surpluses must
not only continue; they must be increased
'substantially by increasing exports and effi-
ciently replacing imports. Such an increase
will' not only help to solve our ‘balance of
payments problem but will alsc help to solve
the unemployment problem that goes with it.

BUDGETARY DEFICITS

*We must now consider the growing serles
of budgetary deficits of the federal govern-
ment. In nine of the eleven immediate
post-war years there were annual budget sur-
pluses, and the net debt of the federal gov-
ernment was reduced by $2.4 billion. In more
recent years, however, under conditions of
slowed economic growth and high unemploy-
ment, our revenues have been insufficient to
meet expenditures. .In the past six’ ‘years

there have ‘been ;largedeficits and our net
debt has increased by $2.9 billion, almost
$3: billion.

I do not propose, Mr. Speaker, to- enter
into a detailed discussion of the pros and
cons of deficit financing. Government deficits
can be justified in periods of depression or
recession, when the resources of the nation
are underemployed provided the expendi-
tures and revenues are so de51gned as to

‘stlmulate the economy and provide more

jobs.. Unfortunately the budgetary deficits of
recent years were not planned in this way.
Because of this, and because it seemed as if
the govemment of that day was unable to
cope with our financial and economic prob-
lems, ‘confidence in the Canadian economy
was damaged both at home and abroad. -

There has been a resurgence of conﬁdence
smce the election.

Some “hon. Memher5° Hear, hear
Oh, oh.

Mr. Grafftey: He said it with a straight face
too.- ’ . 5
: Mr;, Gordon: But if this is to be justified and
maintained it is important that we begin to
put our national house in order: .that we
begin to move toward balancing our federal
budget under conditions of high employment.
We must take the first step in this direction
now.

I have discussed in frank terms, Mr.
Speaker, our unemployment problem, the
problem of the deficits in our balance of inter-
national payments, and the problem of our
federal ‘budgetary deﬁc1ts

‘In seeking solutions to these problems our
salvation does not lie in isolationism; it does
not lie in withdrawing unto ourselves and
ignoring the currents of progress and change
around us. Let us remember that we are a
great trading nation dependent on our rela-
tionships with our -friends throughout the
world. We must.not at the first storm signals
of:economic danger simply throw up a ram-
shackle tariff against imported goods and-im-
ported ideas and imported obligations and
seek to bury our heads in the sand. That way
lies stagnation.

. The way of the future, the way of prosper-
ity, the way of national pride, involves the
fullest participation in the world around us
in an economic sense as in every other sense.
It ‘involves expanding our trade in conjunc-
tion with our friends. It does not involve
isolating ourselves from the trend toward
international co-operation and freer inter-
change of goods and services. Rather it in-
volves participating to the fullest in these
new- movements and mouldmg them to-our
best advantage. . 8 T

‘Some hon. Members:



“These are the views;thé:broad"*economic
philosophy if you will, of this Liberal govern-~
ment. It is our purpose 'to see’ these views
areé- translated into action.

I shall -have something -to'say- in a few
minutes about efﬁmency and economy in
‘government.’

An hon, Member: We haigfe not had any yet.

' 'Mr. Gordon: Be patient. But the neéd for
increasing ' efficiency and productivity is
‘equally great-in the private-sector. To increase
‘our employment and decrease our dependence
on foreign capital we must compete success-
fully for markets, both ‘at horhe ‘and abroad.
If markets-are to be retained ‘and captured,
both business and government and labour
must know where we are heading, not ‘merely
from’ month "to ‘month or from yeéar to year,
but over the years ahead. For this reason the
proposed economic’ council’ of Canada will be
of benefit not only to Canad1an govemments

but also to Canad1an 1abour and to Canad1an»

busmess

Following the rev1ew of ‘our ma)or problems
which I have just concluded, I should like to
state briefly what the pohcy 'of the govern-
‘ment will be 1n a number’ of- 1mportant ﬁelds
1 shall begm w1th a word regardxng monetary
pohcy L

’ MONETARY por.rcy

+ - This. government. favours the kind of credit
.conditions;which - will encourage economic ex-
pansion..In saying this I am aware, of course,
that our-balance of payments situation must
at:all times be kept in mind. The governor
of the -Bank of Canada has made it clear in
his- public statements.that he shares these
views. Close and continuous consultation has
been going on between the governor and my-
self since I became Minister of Finance. I.am
looking forward to a continuance -of this con-
sultation in the future. ,

I wish to say a further. word about the
relationship between the government and the
Bank of Canada. In the last analysis it is the
government that must take responsibility for
monetary policy, as for -all-aspects on eco-
nomic policy. There can_be no misunder-
standing on this. score. At the same time the
government recognizes that this does not
relieve the bank of its own- responsibilities in
these matters.

I am in substantial accord w1th the views
expressed on this subject by the present
governor of the bank shortly after his appoint-
‘ment to ‘that post.:The royal commission on
banking and finance ‘will ‘no- doubt be con-
sidering whether the Bank of Canada Act
should be amended to clarify these matters.
‘The government will give careful considera-
tion .to any recommendations it may malke.
But for my: part, I do not think any statutory

be

arrangement will work: Csatisfactorily uriless
there is closé ‘and contiritious consultation
b'e'tweeln the' government: and the -bank. I
have’ already made it clear that such con-

dltlons exist at the present tlme

EXCHANGE RATE POLICY

Just over a year ago the :;government of the
day declded on a fixed exchange rate for the
Canadian dollar, I shall not discuss the causes
of the exchange. crisis which' led" to "this
decision, or rather I should say I shall not
discuss them tonight. I do want to make it
clear, however, that.this. government intends
{o maintain the fixed exchange rate at - 1ts
'present level. . : .

y FEDERAL PROVINCIAL RELATIONS

I should now like to say a few words about
federal-provmma\l fiscal relations. This is not
a sub]'ect to be treatéd in.detail at this time,
since 'the Prime Minister has.indicated the
government’s intention ‘to propose a con-
ference with the provinces in order that there
may be a full review of it.

“The] summary of our -financial position
whichf-»I shall give shortly will .make clear

that th’e federal government is no less pressed

for sources of revenue than are the provincial
governments.: This government. assumes no
rigid |position on the sharing of joint tax
fields. It is élear from the.record of the past
that r:eadjustments of revenues and respon-
sibiliti'es are possible. But'naturally no federal
government can ignore the problems of fed-
erdl.finance in seeking to lighten- the burdens
upon provmmal treasuries:

There isra further con51deration that has a
Bearing on this subject. The federal govern-
ment has-a special responsibility -in"the mat-
ter of ‘ensuring adequate' production and em-
ployrnent throughout -our country. Fiscal
pohc)T is an important 'means of achievirng
this objective. Most people will agree,”I aim
sure, [that if the federal ;government were to
give iip a major part of its present revenue
sources, even:in exchange for compensating
expenditure adjustments, its ability to exert
an influence through fiscal policy over the
levellof economic activity.in. Canada would
be weakened.

"+However, despite “the inherent difficulties
in federal provmcxal fiscal relations I believe
the present arrangements can be improved
upon, but always within the letter and spirit
of -our constitution. We"shall endeavour to

'bring; about such improvement..

NON- RESIDENT OWNERSHIP AND CONTROL OF
CANADIAN INDUSTRY -

1 should now like to discuss. the question
of - n'on-re51dent ownership and control of
Canadian industry. The latest figures -pre- -
pared by the dominion :bureau of statistics:




show,; that in 1959,-57 per cent of our manu-
facturing. mdustry, 75 per- cent of our petro-
leum and.natural gas industry and 61 per cent
of other mining ‘and smelting in this country
were controlled by non-residents. Anyone
familiar with the financial pages of our news-
papers can hardly be unaware of the extent
to which these figures have undoubtedly in-
.creased since that date, that is, since 1959. The
Canadian :0Oil, Atlas Steel, Royalite and
Bailey Selburn.takeovers in the last twelve
months' alone- will have- had a significant
effect.. .

Canada derlves material advantages from
the - associations of our industry abroad.
Foreign direct investment in Canada has
enabled us to achieve a relatively high
standard of living much more quickly than
we could otherwise have done. We must
never forget this. But we must recognize that
the extent of non-resident ownership and
control which it has produced in Canada
goes far beyond anything found in other
countries is a comparable stage of 1ndustr1a1
maturity.

In view of this s1tuat10n we are entltled
to take pride in the harmonious relations
which have been maintained with the holders
of foreign capital in Canada. These relations
are -based on fair treatment of those who
have invested their capital here in good faith.
These people must, and they-will, continue to
be treated fairly.

We shall continue to need substantial net
inflows of - foreign capital for quite a few
years to come if we are to avoid further
exchange rate difficulties and if a reasonable
increase- in- our standard of living is to be
achieved:. This is a.fact of life in'Canada. It
would . be the height of folly to ignore it.
Having said that, I should add that neverthe-
less: there has been considerable public dis-
cussion of, and public concern about, the
increasing extent of foreign control of Cana-
dian industry. Writing about Canadian-
American relations in the Washington Post
of May -16 this year, Walter Llppmann had
this to say:

I have an lmpresswn from talkmg to certain
Americans with interests in Canada that they are
beginning to realize how undesirable and potentially
dangerous is the excessive United States control
of' Canadian industry. I hope nobody will fly off
the handle at that remark. But the fact that more
than half the capital of Canadian industry is con-
trolled in the United States is ‘'a perpetual irritant.
" The solution of the problem is not one for legisla-
tion or treaty but for voluntary action by the
United States interests in co-operation with their
Canadian associates. Canada is the kind of coun-
try in _which this kind of problem can be handled
unexcitedly * m a spirit of mutually enlightened
self-interest.

In these circumstances it may be useful for

me to outline the views .of this§ government

as- to how harmonious relations -with foreign -
investors-here can best be preserved.

- We believe that industry. in Canada, wher-

ever it .is controlled, should operate with
due' regard to the over-all interest of Cana-
dians and the Canadian economy. This means
that Canadian , raw materials should be
processed -to the greatest possible. extent in
Canada, in order to provide employment to
Canadians and contribute to prosperity in
this country. It means that export markets
should be sought actively wherever they may
be found, and should not be limited out of
regard for the interests of parent or asso-
ciated companies abroad. It means that indus-~
try here should make a conscious effort to
purchase its raw matenals, components and
supplies from Canadian sources whenever
these sources are competitive.

It means that industry should employ
Canadian “service firms wherever possible.
I am thinking of Canadian engineers, archi-
tects and other professional people, Cana-
dian  insurance -and advertising firms, and

.Canadlan consultants of all types.

It means that industry should exert itself
to expand in Canada all the industrial func-
tions -which can efficiently be carried on here;
and I am thinking particularly of increased
basic industrial research and design. It means

that industry should seek to:provide the full-

est opportunity for Canadian employees at
all levels, including managemal scientific and
technical personnel.

Above all, I am convinced that .a growing
partnership between Canadians and investors
abroad is the best way of strengthening the
harmonious relations with foreign capital
which it is our object to preserve. Foreign
investors can further the growth of this
partnership by selling minority interests in
their enterprises to Canadians; and by elect-
ing a number of independent Canadian direc-
tors to represent these interests. )

I suggest that a 25 per cent equity interest
is in most cases appropriate to- ensure that a
Canadian point of view is always available
when company policy decisions are arrived
at. A smaller percentage would probably not
be sufficient for this purpose. A larger per-
centage would be neither necessary nor in
many cases practicable. In fact even a 25 per
cent interest in- most new or existing enter-
prises is not somethmg that could be realized
overnight. It is’ an objective to be worked
toward over a period of years, although I hope
this period can be a relatively short one.:

GOVERNMENT ACCOUNTS 1 962-63

~And now we come to the heart of the
budget, which I suspect some hon. gentlemen
may not like quite so well. The heart of .the
budget is -the condition of our expenditures
.and revenues: ‘We shall first review the
balance for the year just closed. Then. we
'shall look at'the outlook for the current



year, with some regard to the following year,
on the basis of the present tax structure and
tax rates.. - )

First, then, there is . the balance for the
fiscal year that ended last March 31. I shall
only indicate the main items; detailed figures,
still preliminary and subject to change, are
to be found in the budget papers. .

My predecessor, in his revised budget ap-
praisal delivered last October, forecast a
‘deficit of $570° million. This forecast was
optimistic. Revenues turned out to be $54
million lower than estimated, and expendi-
tures $85 million higher. It now appears that
the actual deficit for last year was $709
million, which together with the deficit of
$43 millioh in the old age security fund
makes a grand total of $752 million. ‘

I should  point out that this large deficit
was incurred after taking credit for some
'$75 mniillion of non-recurring revenue from
‘tariff surcharges, the legality of which has
been challenged. I" shall have more to say
about. this later.

" There are'a number of other items that
should be mentioned in any recapitulation of
the financial situation inherited by the hew
government. These include. the condition of
the old age security fund and the unemploy-
ment insurance fund, the railway. subsidies,
and the deﬁc1enc1es in the superannuatlon
accounts.

. The old age security fund whxch was
solvent on April:1, 1962, incurred a deficit
of $43 million durmg the last fiscal year and
was forced to borrow from the consolldated
revenue fund. On the basis of the present
outlock and tax structure the old age security
fund would incur. a . further deficit .of $25
million this year, and would have to borrow
this additional amount

‘The unemployment insurance fund con-
tained over $900 million. in 1956 When this
government took office last April the fund
was bankrupt and in debt to the consolidated
revenue fund. . o

To avert a freight rate increase or a rail-
way strike - resulting from- a 1958 wage
award, the previous government began the
payment of special railway subsidies. The
initial series of paymernts "has "continued
since, and we have been forced to provide
$20 million for th1s purpose in the present
fiscal year. :

in light of . the contmumg confusxon in
railway matters, the previous government
appointed. a royal commission on transporta-
tion in 1959. The reports of the. commission
were tabled in this house in April 1961 and
January 1962, but' no action was taken.
Instead, a further $50 million annually has
since been prov1ded as an “interim” meas-
ure to forestall a new change in freight
rates.
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The failure of the previous government to
deal | effectively with the railway question
thus'means that we are faced with special
rallway subsidies this year aggregating $70

.million.

Thie previous government throughout its
six years in office failed to provide for any
amor:tization of the mounting actuarial defi-
ciency in the superannuation accounts. As of
March 31, 1957. the unamortized deficiency
in these accounts had. been reduced to $139
m11110n In his 1957 budget speech the then
m1n1ster of finance, Mr. Harris, undertook to
reduce the deficiency still further, to $89
million. His successor refused to do this or
to ta;ke any subsequent amortization action.
Consequently, and as a result of pay in-
creases in the interim, the deficiency in the
superannuatlon accounts has now mounted
to $880 million.”

Other matters could also be mentioned.
There is the shlpbulldmg subsidy, which was
redut;:ed, effective .last April 1, in such a way
as to lead to a sudden.irrational surge of
expenditure and activity in that industry
which is unlikely to be sustained. This surge
of act1v1ty places a substantial burden on
this lyears budget without producmg any
contllnumg benefit. And then there is the
Dawson city festival fiasco mentioned by my
colleagiie the minister of northern ‘affairs the
other: day. The previous government made no
provision to meet its guarantees to the Daw-
son city festival foundation. The baby was-
left <i3n the doorstep of the new administra-
tion. ;

The problems posed by the condxtlon “of
the old age fund and the unemployment
insurance fund, by the railway subsidies and
the |deficiencies in the superannuation
accounts, can- no  longer. be .neglected. This
government intends to deal with these mat-
ters and with any other skeletons that may

-still remam to-be uncovered in our’ national

ﬁnanc1al closet. Nothing will ‘be gained: by
delay or by trying to sweep these problems
under some convenient rug. They must be
faced up to and disposed of.

An{ hon. Member: Another book.

Mr. Gordon: No, not another book. Un-
fortunately it is the Canadian taxpayer who
will ;have to bear the cost of six years of
mismanagement ‘of our affairs.

GOVERNMENT ACCOUNTS 1963-64 BEFORE TAX

CHANGES

I should now like to discuss the revenue
and expenditure estimates for the current
ﬁscall year. We h'ave ‘built our present esti-
mates of revenues on the assumption that our
gross: national product will be about 5 per
cent greater in 1963 than it was in the pre-
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vious year: For this purpose we Have assumed
a normal crop, a relatively stable price levei
from now on, and no external trouble. About
‘one third of this 5 per cent represents price
increases which have already taken place

mainly as a result of last year’s exchange
devaluation and import surcharges On' this
basxs, and if there were no change in the tax
structure, our revenues would amount . to
about $6,880 million including $730 million
into the old age security fund. I should like,
with consent, to insert a table in Hansard at
this point showing our estimated revenues be-
fore tax changes and comparing them with
revenues in 1962-63.

As there are one or two other tables to be
‘presented, perhaps the house would give con-
sent for leave to table them at the same time.

Mr. Speaker: Does the house give consent?
Some hon. Members: Agreed. .

Budgetary and Old Age Security Fund Revenues
(millions)

1962-63 1962-63 1963-64

October Prelim- Forecast

Forecast inary before

tax

changes

Personal income tax .$1,750 $1,745 $1,8751
Corporation income tax 1,180 1,183 1,300
Non-resident withholding tax 125 129 135
Estate tax 90 87 85

Customs duties 680 645 585@
Sales tax 825 806 840
Other duties and taxes 640 642 673
- Total taxes 5290 5237 5,495
_Nonr-tax revenues 640 639 655
. Budgetary revenues 5,930 5,876 6,150

Old age security fund -t

© 670 691 730 .

revenues
'

- - Total- revenues

$6,600 $6,567 $6,880

Footnotes:
T @ After abatements already enacted for pro-
wvincial personal -income tax -collections of about
$45 million in excess of the previous year.

@ The lower forecast of customs revenues is due
to the cessation of the import surcharges which
were imposed in June- 1962. -

Mr. Gordon: It is more difficult to estimate
the budgetary expenditures for this year than
to estlmate the revenues.

The main-and supplementary estlmates for
1963-64 tabled.on May 29, plus the estimated
disbursements of the old age secunty fund,
total $7,300, million..

I indicated when I tabled these estimates
that we have been forced to bring forward
for this budget the expendlture eéstimates pre-
pared by the previous government. We are
_ not satisfied that these estimates reﬂect the

most. efficient” and economlcal way. in’ which
our natmnal affalrs can be - run A thorough

reappralsal -of- govemment expendltures has
been- initiated; in ‘the -course of which all
existing spending programs will be reviewed,
and somé Will be reduced or eliminated. While
the ‘initial results of this reappraisal will be
apparent in the next budget, its full effect
will take some time to make. itself felt.

The government is also pressing forward
with a review of the recommendations made
by the Glassco commission. Those recom-
mendations that may be expected to resglt
in greater efficiency in the public service or
in useful reductions in expenditure will be
implemented as quickly as possible.

As in other years, there will be some further
supplementary estimates before .the end of
the fiscal year. They will include among others
the new programs this government will be
introducing, programs that will add . $70
million to government requirements this year
and will add considerably more next year
when they are in full operation. The cost of
several of these programs should fall again
a year or two later when they.have run their
course.

Hon. members will apprecxate that there are
too many imponderables involved for me to
make an exact estimate of what the total
expenditure for this year may amount to.
Subject to these cautionary remarks and
qualifications I am prepared to set the total
figure at about $7,600° million; including $755
million for the old age security fund.

On the basis of the revenue estimates men-
tioned a few minutes 'ago this means, if
there were no major tax:changes, a-deficit
this year of some $720 million. The deficit
next year-might be even greater.

It would be 1rrespon51ble for us not to face
up to this situation. As I said earlier, Canada
i§" beginning to recover from the loss of con-
fidence resultmg from the financial and
economic mxsmanagement of the previous
administration:

., Some hon.. Members: Hear, hear.

* ‘Mr, Diefenbaker: Tell' a big lie often
enough. ; . et

Mr. Lambert: You are smili'ng‘ndw.

Mr. Gordon: No, I. do not smile when I
say that.:I mean' every word of it. And a’
restoration of confidence in ourselves and ‘in
our country, a.resto'r'atioz} :of" confidence both
at-home and- abx‘oad is ‘a necessary prereq-

uisite: to ‘business expansmn and the creatlon

i

of more JObS

"I would like- to, say to the hon. member
opposite that confidence is not something one
can count on,or measure in any. concrete way.
It is a state of mind.. It is psychologlcal in
character. And its recovery rmight well be

e !
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shattered if :we failed ‘to;take clear and- pos-
itive steps toward some reduct1on in. present
budgetary deficits. -,

Hon. members will appremate from the
outline I have given of:the problems that
confront us and of the state of our finances
that our opportunities for manoeuvre are
severely limited. This means, Mr. Speaker,
that we have no alternative but to look to
our tax structure not only with a view to
providing .incentives for increased employ-
ment and industrial growth, but also in a
search for additional sources of revenue.

An examination of the tax structure:shows
clearly that taxes are already very high,
but that the revenue they produce continues
to fall short of necessary expenditures.- It
shows also that, as all of us know, our tax
system is outdated, is too 'complex and has
a disturbing number of loopholes.

A thorough review of it, which" I am sure
will be most valuable, is being made by the
royal commission on-taxation. The commis-
sion had not planned to submit its report
to the government until some time in 1965.
I have discussed this with the chairman, and
in view of the pressing nature of the problem
he has promised to revise the commission’s
schedule and to submit its report by the
end of 1964. However, we cannot wait even
that long before beginning to make changes
in our tax system. I shall propose some of
those changes tonight, and I hope to propose
a good many others when the next budget
is presented. '

May I _now proceed to summarize certain
proposals which I shall put before the house
tonight. . -

INCOME TAX AND EXCISE TAX CHANGES -

l In order to encourage employment by re-
viving private capital expenditures, which
have lagged so conspicuously for the past six
years, 1 shall propose important new tax
concessions, Effective on the date of enact-
ment new manufacturing and processing
enterprises located- in designated areas -of
slower growth will be: given an.exemption
from income taxes for three years from their
inception. I shall also propose that such
enterprises be entitled to write off new
machinery and equ1pment which would other-
wise fall in class 8 in as little as two years
thereafter. And I shall propose that any
taxpayer be entitled also. to write off the
cost of new "buildings located’ in de51gnated
areas of .slower growth at the rate of 20
per. cent , per' annum- straight lme, or in. as
little as five years.

. If these proposals do not stxmulate very
marked .activity in the Atlantic provinces
and in other . areas of slowed economic
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progress 1'do” not ’kno

-ma]or mcentwes to n w mdustry locatmg in

those ar{

T am also proposmg that effectlve tonight,
manufacturmg and processing enterprises
anywhere in Canada be allowed to deduct
deprec1afc10n for tax purposes on new assets
which would otherwise fall within class 8
at the rate of 50 per cent per annum on a
straight | line basis. To encourage Canadian’
participation, this privilege will be restricted
to Canad1an residents and to companies hav-

‘ing a m1mmum of 25 per cent beneficial Cana-

dian ownershlpv It means in effect, Mr.
Speaker, that manufacturing and processing
enterprises anywhere in Canada having a fair
minimunl Canadian participation will be able
to write off new machinery and equipment
for tax purposes in as little as two years.

It is imtended that the measures I have
mentioned so far should provide an im-
mediate' impetus to increased activity. Ac-
cordingly, new assets must be purchased and
new businesses must be certified to have come
into existence in the period of 24 months
followm’g the initial date of these measures
if they are to qualify. :

The mcentlves I have just described will
supersede and replace three other tax incen-
tives which have been adopted in the past
two and a half years. They are contained in
section ;40A of the Income Tax Act pertaining
to increased sales, about which there was
quite a|debate in the house last fall, and in
income tax regulations 1108 and 1109 concern-
ing new products and re-equipment and
modermzatxon programs.

I shall propose that section 40A be repealed
in so far as it applies to 1964 and subsequent
taxatlon years. And the measures contained in
the two regulatlons I ‘have quoted, both of
which expire by their terms within the next
12 months, will niot be renewed.

-1 should now like to refer to further tax
proposals of two types. One is designed to
plug loopholes or otherwise improve the
existing structure of taxes; the other is de-
signed to eliminate certain anomalles

Fxrstl there are the measures designed to
fill in gaps, plug loopholes and prevent avoid-
ance of the intent of our tax law. There is a
doublefpurpose here. One is ‘to increase our
revenues and the other is to reduce the justi-
ﬁable Sénse of inequity’ and frustratlon of
those’ taxpayers who are unable or unwilling
to engage in prolonged and often expensive

efforts fat tax avoxdance

We are partlcularly concerned about the
way in. which certain taxpayers seem to be
able’ to eat, drink and entertain on a lavish
scale on the basis of what is called a business.
expense but” which is actually financed m
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large part at the expense of the public rev-. .

enue. The. government  is ..directing the
Department of National Revenue to tighten
up its administration of the law and to pur-
sue a policy of vigorous. enforcement. We
intend to give continuing support to this
objective. I am sure that hon. members will
agree that any excesses of expense account
living are unfair to those who do not indulge
in such practices. They should be stopped.

" I shall propose one specific change in the
Income Tax Act relative to a general tighten-
ing up of its.administration in regard to
business expenses., Hitherto a few taxpayers
have been able to buy expensive cars and
then recoup a large part of the cost out of the
public revenue. I shall propose a measure to
disallow in full capital cost allowances in
respect of a passenger automobile acquired
after tonight at a cost in excess of $5,000. I
expect that this measure will produce some
increased demand for less expensive cars,
most of which are made in Canada and whose
manufacture provides jobs for Canadian
workmen. :
- Another type of tax avoidance about which
the government is particularly concerned is
the proliferation of methods of moving undis-
tributed income from a'.corporation into the
hands of its shareholders without the pay-
ment of tax. This abuse, and it is 'an expen-
sive abuse to the public treasury,; has become
increasingly prevalent in recent years. It is
time something was done about it.

I shall therefore propose that, effective to-

night, the Income Tax Act be amended to give
the Minister of National Revenue power to
look through so-called dividend stripping
transactions and to deem shareholders to have
received dividends in these cases.
- To . eliminate another method of tax
avoidance I shall also propose that effective
tonight section 18 of the Income Tax Act be
repealed. This section, dealing with lease
option arrangements, has given rise to re-
peated abuses by allowing rental agreements
to be cast in a grossly distorted form in order
to avoid tax. Action in connection with this
section has been urged by the joint committee
of the Canadian Bar Association and the
Canadian Institute of Chartered Accountants.
" As a further measure to close loopholes, I
shall propose an amendment to stop the de-
vice whereby a company that has experienced
losses is purchased for the purpose of apply-
ing those losses against income from another
business.

I shall also propose that the practice con-
cerning certain annuity contracts which are
converted into cash, or have settlement op-
tions other than an annuity for life, be
changed and that all the interest earned on
the funds invested in such contracts made
after tonight shall be subject to tax.

I want to. make it clear that this will not
be retroactive.

Turning' to the elimination - of anomalies
and anachronisms, the government is putting
forward a number of proposals.

The excise duty on exports of electrical
energy should have disappeared long ago. We
propose that it be abolished at the end of this
month.

The base of the sales tax on gasoline is
to be altered. Wholesalers have almost entirely
disappeared from this field; therefore the
wholesale discount of some 25 per cent which
has existed for tax purposes for many years
is no longer appropriate. Its elimination will
bring increased revenues of perhaps $25 mil-
lion in a full year, of which $7 million will
accrue to the old age security fund and the
balance to general revenue.

It is also proposed that a change be made
in the taxation of rebuilt or remanufactured
goods. Recently there has been a considerable
increase in the production of goods using old
parts or materials, with or without new com-
ponents. These goods compete with similar
goods manufactured from new materials, and
they should be equally subject to sales tax.
On behalf .of -my colleague the Minister of
National Revenue 1 am therefore giving
notice that his department proposes to exam-
ine carefully the operations of persons en-
gaged in such work, and, where necessary,
it will license them as manufacturers under
the Excise Tax Act.

I am also proposing that companies whose
business is the transmission of oil or gas
through pipe lines be allowed to deduct from
their income the expenses they incur in ex-
ploring or drilling for oil, gas or minerals.
This : concession will be a useful incentive
to increased exploration activity in this es-
sential industry and should increase Canadian
participation in an industry now principally
owned abroad.

CUSTOMS TARIFF CHANGES

‘I shall now propose a number of changes
in the Customs Tariff. There are some
increases and some decreases but on balance
they represent a reduction.

I shall make several proposals relating to
textiles, the two more important of which
give effect to the recommendations of the
tariff board in its last three reports on this
subject. These proposals will involve both
increases and decreases in duties, and will
lead to a modernized and simplified tariff
schedule in this area. They will therefore be
of assistance to Canadian textile producers.

The proposals I have just referred to also
include certain compensatory concessions on
products other than textiles which have arisen



from renegotiations-under the general agree-
ment on tariffs and trade.

-1 .shall- propose further a m1scellaneous
group of other tariff changes providing for
reductions in rates or representing merely
technical alterations. I'shall also propose that
the level of customs exemptions given to
returning Canadian tourists which was
introduced on an emergency basis last June be
continued by statute.

_Before leaving the tariff field, I have a
further word to say about the surcharges
imposed last June. As I stated in the house
on May 21, the legality of the surcharge on
imports order has been challenged, and the
matter is before the courts. This poses a
difficult problem. In many cases those who
paid the surcharges, and who might now be
entitled to claim refunds should the order
be found to have been invalid, passed the
amount of the surcharges on to their cus-
tomers. ‘'These customers in turn may have
passed - the amount on to their customers,
and so on. As I said in my statement, it
would not be possible to unscramble a
situation of this kind. Accordingly I shall
propose legislation on  the surcharge order
whose principal effect will be tfo prevent any
massive attempt at obtaining refund of
moneys in fact ‘paid by people who are not
now identifiable.

NON-RESIDENT TAX CHANGES

I should now like to propose a number of
measures connected with foreign investment
in Canada.

. I referred earlier this evening to the need
for a continuing inflow of foreign capital. To
facilitate the sale of Canadian bonds and de-
bentures to certain investors abroad, I shall
propose that the Minister of National Rev-
enue be given power to issue to.any non-
resident bank, company or trust which is free
of income tax in its country of residence, a
certificate of exemption from withholding tax
on interest payable on Canadian bonds and
debentures issued after tonight.

. With a. view. to. promoting a growing part-
nership between Canadians and non-resident
investors in Canadian corporations, I am pro-
posing. some amendments in our withholding
taxes on dividends paid abroad. These amend-
ments will not become fully effective for a
period' of three and a half years. This will
give ample time for us to revise a number of
our tax treaties with other countries, some
of which revisions are overdue. It will also
give ample opportunity for those concerned
to assess the situation and to make decisions
in their own time and under no form of pres-
sure to act quickly. '

As "hon. members will recall, our with-
holding taxes have; since 1960, stood at 15
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per cent on dividends paid to all non-resi-
dents except in so far as modified by tax
treaties. Prior to 1960 the rate of the with-
holdillng taxes on dividends depended on the
degree of foreign ownership of the companies
in question.

I am proposing two changes ‘one upward
and the other downward, in the withholding
taxes on dividends- paid to non-residents. Ef-
fect1ve from tonight a new and reduced rate
of 10 per cent will apply when the paying
compeny is beneficially owned by Canadian
residents to the extent of 25 per cent or more.
Effective from January 1, 1965, an increased
rate of 20 per cent will apply to dividends
paid lby other companies including those
which are the wholly owned subsidiaries of
foreigh parents.

If before January 1967 a company is able
to brlng its percentage of Canadian owner--
ship from below 25 per cent to above 25 per
cent, |certain refunds of the non-resident
withhblding tax will be made. Any non-resi-
dent who can show that he has borne the tax
will réceive a refund, without interest, to the
extentI of the difference between the 15 or
20 peri cent rates and the 10 per cent rate.

In order to avoid advantage being taken of
this advance notice, a tax of 5 per cent—the
d1ﬂ:‘erence between the present 15 per cent
and the proposed 20 per cent rate—will be
levied on the amount of any increase in divi-
dends paid after tonight and prior to January
1, 1965, by companies with less than a 25
per cer:lt Canadian participation. This will be
a special tax payable by the company and
not by the recipient of the dividend. It is pro-
posed, %as of tonight, to extend the 15 per
cent withholding tax to management fees
paid to non-residents.

As Iiindicated earlier, it is the pohcy of
this government to encourage direct foreign
investment in new enterprises in this country
on the‘basis of partnership with ‘Canadian
residents. While this type of investment ‘is
of great value to Canada, it is our view that
non-resldent takeovers of established Cana-
dian corppames rarely confer any benefit on
the Car}adxan economy. We shall therefore
propose‘a measure of taxation of certain sales
which mxght contribute to such takeovers.
We shall ‘propose that effective ‘tonight’ a 30
per cent tax be levied on certain sales by
Canadian residents to non-residents and non-
res1dent\ controlled companies, of shares in
Canadian companies listed on Canadian stock
exchanges There 'is to .be no 11ab111ty for the
tax When such sales are made on the floor of
a Canadian exchange in the normal trading
manner ’and do not form part of sales ex-
ceeding $50 000 per day by any smgle seller
Effectlve, tomght also, we are proposing a
similar- 30 per’ cent sales tax on the sale by
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a-listed Canadian corporation of the whole or
substantlally the whole of its- property to a
non-resident, or .a non- re51dent _controlled
company. P
- It will be . noted that thls measure applies
only to the shares ‘of listed public companies.
Measures are under consideration, and may be
discussed with the provinces at an appropnate
tlme, which will apply to all Canadian com-
panies 1nc1ud1ng private companies. I .trust
that . no flood of sales of established Canadian
concerns to non-residents will develop in an
attempt to. anticipate the further measures to
whlch I have referred, in light of the declared
view of the government that such sales are
generally undes1rab1e

FURTHER EXCISE TAX CHANG]_‘.;.S

. The major tax proposals which, on behalf
of the government, I.shall now put before the
house .are based on a number of -guiding
principles. To begin with, they must provide
revenue sufficient to allow an-important step
toward. budgetary balance. And since the in-
creased outlays under certain new programs
will be tapered off or stopped in two or three
years time, provision can.also be made for
some. revenue :of a non-recurring nature.-
.To obtain the' additional revenue. that is
required, there are good reasons for using the
manufacturers sales tax rather than increased
income taxes. While it would not be correct
to describe any tax as being popular any-
where, it-is the case that indirect taxes such
as the sales tax are now regarded with more
favour in quite a number of countries than

in the past. In this connection, I -would just.

like to say to hon. members that I made-a
very careful examination of the income tax
schedules. I did not think that it would be
appropriate, 'in view of the increases that
have occurred in the cost of living in the last
few years, to ‘increase the income taxes in

the lower brackets, but if an increase were:
made in all the taxable rates brackets over-

$4,000 of even 10 per cent, the amount would
not produce a sufficient revenue for the pur-
poses under consideration. Apart from that I
was impressed by the arguments that lend
themselves. to .this approach rather. than to
increase further income tax rates.

. The manufacturers sales tax is not 1mposed
on_ exports, and it is -levied on imported
.goods as well as on those made here. Tt there-
fore. does not have the same adverse effect

on our international trade position that some

other taxes do.- There is, however, widespread
dissatisfaction about the inequity of a situ-

ation in ,which many areas of industry are.

subject to this tax while others are exempt.
_Accordingly. we. are asking the: house to
make certain changes in the tax. These

changes will not alter the rate of tax and will.

leave.; untouched;; the ; .exemptions. - covering
staple food products. It is' by virtue of, these
continuing -exemptions that the tax is pre-
vented , from imposing an unfair burden on
lower income groups.

." We.are, however, asking the house to w1th-
draw effective. tonight, the exempt;ons for
building materials and also for production
machinery and equipment other than that em-
ployed in fishing and agriculture. This meas-,
ure will produce increased revenues of some
$170 .million in this fiscal year and some
$360 million in 1964-65. These amounts in-

.clude increases in the income of the old age

security fund of some $45 million this year
and. $100 million next year. The old age
security fund is now considerably in debt
to the consohdated revenue. fund and would
otherwxse be faced with contmumg deficits
in years to come. -

AMENDMENTS TO NATIONAL .HOUSING ACT

- The government is anxious to' ensure that
the -withdrawal .of the sales tax exemption on
building -materials will not work hardship
on those who purchase houses under the pro-
visions of the National Housing Ac¢t. Ac-
cordingly my colleague the Minister of Na-
tional Revenue (Mr. Garland), has authorized

.me to announce that he will propose to the

house that the National Housing Act be
amended in such a way as to.reduce the
down payment required in connection with
mortgage loans made under-it. N.H.A. loans
will be extended so as to cover 95 per cent of
the first $13,000 instead of the first $12,000
of the value of a house, and the maximum
loan -amount will be raised from $14,900 to
$15,600. Further, the.N.H.A. lending rate
will be reduced immediately from 6% per cent
to 6} per cent, a move that is, I am glad to
say, in line with recent movements in other
rates of. interest.

- I have mentioned tonight four measures
affectmg low priced housing. They include
the :removal of the sales tax exemption on
building products, the reduction in N.H.A.
down payments, the lowering of the mortgage
rate, and the program to encourage house
building in- the  winter months. The result
of -all of these measures will be that ‘the
down.payment in connection with.low-priced
housing will fall significantly while the
monthly payments required to carry a -pur-
chase will rise only slightly. The over-all ef-
fect will be to provide encouragement to house
construction and to house ownership.

The government has considered the possible
effects of the removal of sales tax éxemptions
on firms working -under fixed price contracts.
Fixed price contracts are common in the con-
struction industry, and- the amounts involved
are frequently substantial, Relief will be ‘pro-
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vided+in cases ;where’a ‘manufacturer: or con-.

tractor is ‘prevented by:a contract .from in-
cludmg the new tax 1n his'selling- pr1ce

FURTHER INCOME TAX CHANGE

. The source of reveniue which we shall seek
on .a non recurring basis relates. to -the 'in-
come tax on corporations. It is desxrable that
corporatlons should pay . their 1ncome tax as
their income is earned to a. greater extent
than they do at present .

Ind1v1duals are requlred to’ .pay - the1r m-
come tax on a,current ba51s through deduc-,
tions by. therr employers or by payment of
quarterly.. instalments startmg in March.,
Moreover they are requlred to. file final tax
returns and make final payments within four
months of the end of. eagh year,

Corporate taxpayers, on the other hand do
not ‘start payment unt1l the seventh, month
of their fiscal year and do not have to file
their return until six .months after their
fiscal year is ended. Theré is no need for this
disparity. It is.therefore..proposed that cor-
porations: be, required.to move their tax pay-
ment per1od forward two months. This means
that the final ﬁlmg time for corporate tax
returns will be the same as for individuals.
This change will take place over two years
and special rules will apply for the transi-
tlonal period.

This measure will provide some $220 mil-
v lion-in non- recurrmg revenue, of which about
$20 million will go to the old age security.
fund. This will be received in the fiscal years
1964-65 and 1965-66. It will have the con-
tinuing advantage “that revenue from the
corporation income tax, which will how be
payable sooner after earnings are realized,
will reflect changes in économic condltlons
more promptly in the future. :

I should like to insert at this point a table
summarizing the revenue changes I have pro-
posed. Estimates are given of the net increase
expected for- the remaining portion of this
fiscal.year, and for the full fiscal year follow-
ing it. These estimates show a. net revenue
increase of $155 million this year and $455
million in 1964-65.

Estimated Changes in Budgetary and Old Age
Securlty Tax Revenues that would result from the
proposed tax changes

. (millions)

) 1963-64 1964-65

- ¢ fiscal year fiscal year
Increases: : ' ’
. Acceleration 'of corporate .

tax payments _
Changes in withholding tax

rates (net) - — 5

$165

= Sales tax changes - 185 385
185 555

Decreases: :
-Incéntives for ‘manufactur- ' -
. ing and processing 30 -100
Net.Increase in Revenues: $155 $455

- I.should-also ;like sto-insert; aj:table sum<
marrzmg(the revised revenues,. expenditures:
and deﬁc1t for the .current: fiscal year. after
glvmg effect; to-all "of- .my -proposals. , -, e

It w111 be-noted’ from#the:table that the
rev1sed ‘deficit figure, -which ‘includes both
budgetary and'-old-age»security 'fund figures,
stands ‘at 2$5652:million “compared with $752:
million last year, a reductionsof nearly $200°
million. Itam-sure:that hon.. members will
" agree’that.this:is:a"substantial move in the
rightdirection: :To do.more this year would:
not- be wise” having regard to the  present
state: ‘of the economy. . To do.less would be.

1rrespon51ble RN :'.’

Estlmated Surplus (Deﬁclt) in Budgetary Accounts_
and’ Old Age Security Fund- 1963-64 ﬁscal year, fos

t v (millions)~
w " . Before Tax: Revised
B . Tax_ 1In-. ~Esti-.,
N . Changes creases . rnates
Budgetar'y, Acco_unts: . :
‘Expenditures . $6:845 $6,845
Revenues ~ 6,150 - $110 6,260
- Estil.mated (deficity - (695) - (585)
Old Age Secunty Fund . , )
Expendltures 55 . 55"
Revenues 730 o 45 715
Estlmated surplus .* . I -
(ldeﬁclt) (25) ' . 20
Total estimated” veo o L e
(deﬁcxt) -"$(720) $(565)

1 P
OVERALL CASH REQUIREMENTS 1963-64

Over and above the deficit of $565 m11110n_»
to whlch I have just referred, there are other
cash requlrements ‘which must be provided
for. These include cash outlays by way of
loans' 1nvestments or advances to Central
Mortgage and Housing Corporation to the.
Farml Credlt Corporation, - to the Export.
Cred1ts Insurance Corporatlon, to the Cana-
d1an National Ra11ways and Trans- Canada
A1r I_;mes for cap1ta1 purposes, to.the unem-
ployment insurance fund .and -in connection
with ]the proposed municipal development
and- loan board. .

They also 1nclude cash advances to date to
the exchange fund, slightly in excess of $100
mrlho:n, but do not include any estimate-of
future changes "in the exchange fund which
are uppredlctable . . -

There will, of course, be non-budgetary
recelpts offsetting in part the non-budgetary
cash - outlays This year these receipts include
one "very large non-recurrent item of $109.
million from the sale of its assets by Northern
Ontario Pipeline Crown Corporation. Taking.
these| receipts: into: account, our: net. non-
budgetary cash_requirements for the current,
fiscal| year are likely to amount {o- about-
$285 million. Our net cash requirements for

|
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1963-64,- both' budgetary and nén-budgétary,
are thus estimated to be about $850 million.
* Throughout -this budget address, Mr.
Speaker, -1 have referred repeatedly to un-
employment as. ‘being the most serious
domestic problem before us. Before I con-
" clude I should like to mention again some
of the measures which are designed to deal
with this problem.
. The most -effective long term method of
dealing with unemployment is to expand in-
dustry and.industrial production in Canada.
I have referred to the proposed department
of industry with. its.associated area develop-
ment agency. I have referred to the work
this, department will do in seeing that more
goods are produced in Canada.

I have referred to the strengthening of the
Atlantic . development board and to the
proposed municipal development and loan

board. I have referred to a series of measures -

to encourage industrial expansmn and growth
by the .provision of very substantial tax in-
centives. I have referred to the expansion
of the municipal winter works program. I
have referred to measures to stimulate em-
ployment in the building industry through
reducing the down payment on N.H.A. hous-
ing and encouraging the construction of houses
in the winter months. I have referred to the
expansion of the program of vocational train-
ing, and to a new program for training those
whose jobs are threatened by industrial
change. And I have referred to a new plan
to encourage the employment and training of
those "over 45 who have not had jobs for
some time.

I have no doubt that thxs manifold attack
on the unemployment problem will be effec-
tive. As I said before, our economy is ex-
panding and‘this expanhsion should continue
into next year. The prospects lock good for
a substantial increase in business investment.
This is due in part, as I have said, to an
increase in confidence as a result of the
election and to the prospect of decisive and
far sighted government in Canada once again.

In conclusion may I say that I have not
tried to minimize or conceal the various
problems we. are faced with. But in discuss-
ing them, I have- been conscious of the
strength of our country and of its great

potential for the future. I have. discussed"

our problems knowing that if' we are ‘to
surmount them we must face them, and face
them with boldness and resolution.

.Our financial program has not been con-l

celved in complacency. In bringing forward
our financial proposals we have looked
squarely.at the realities before us.. We have
presented a-fiscally responsible program de-

signed to. reduce unemployment and regam'

prospenty

In ‘the recent election campaign my: col-
leagues and.I undertook. to give the public
the facts. We said, and the Prime Minister
in particular said repeatedly, that when we
were faced with difficult and unpleasant de-
cisions we would not be afraid to make
them. Some of those decisions have been
announced tonight. They have been made
in confidence that the members of this house
will support them. They have been made
in confidence that the people of Canada will
support them. And they have been made in
confidence that all of us together, by facing
the -future with resolution and courage, can
restore prosperity and security to ourselves,
our children and our country.

I shall now table, Mr. Speaker, all the
budget resolutions to which I have referred
together with certain- other proposals not
mentioned specifically in ‘this speech.

'RESOLUTIONS
INCOME TAX ACT

Resolved that it is expedient to introduce
a measure to amend the Income Tax Act and
to 'provide among other things:

1. That with respect to new depreciable
property of a prescribed class acquired in
the period of 24 months commencing June
14, 1963 capital cost allowances be computed
on a_straight line basis at a prescribed rate
not ‘exceeding 50 per cent per annum if the
property has been acquired by a taxpayer in
a taxation year for a manufacturing or proc-
essing business in Canada and the said tax-
payer is ‘

" (@) an individual who was resident in
Canada during a period of not less than 183
days in the year, or

“(b) a corporation that on the last day of
the year was a corporation with a degree of
Canadian ownership and control
and- for the ‘purposes of this paragraph;

--(c) a corporation has a- degree of Canadian
ownershlp and control' at ‘a particular time
if the corporation throughout the 60 day
period immediately preceding that time com-
plied with the following conditions:

" () the corporation was resident in Canada,

(i) not less than 25 per cent of its voting
shares were beneficially owned by one or
more individuals resident in Canada, one
or more corporations. controlled in Canada
or a combination thereof, and

(iii) unless at least 51 per cent of its voting
shares were beneficially owned by one or
more individuals resident in Canada, one or
more corporations controlled in Canada or
a combination thereof, the number of direc-
tors of the corporation who were resident in
Canada and not.employed by the corporation
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otherwise .than: .as .directors, was . not less
than.that proportion of the total number of
directors: on the board of the corporation that
the aggregate number of voting shares of
the corporation beneficially owned by indi-
viduals resident in Canada.and corporations
controlled in Canada is of the  aggregate
number of outstanding voting shares of the
corporation; and

(d a corporatmn is controlled in Canada
at a. particular time if at that time it com-
plies with the following conditions:

(i) the corporation is reSIdent in Canada,
and
(i) not less than 51 per cent of its voting
shares "are beneficially owned - by one or
more individuals resident in Canada, one or
‘more corporations controlled in Canada or a
combination thereof.

2. That a taxpayer whose busmess in a
prescribed area of Canada has been certified.
to be a new manufacturing or processing
business that commenced commercial opera-
tions in the period of 24 months commencing
with: the -date on which any enactment based
on this paragraph is assented to be exempt
from tax on the income from that business
for a period of 36 months from the date
certified to be the date of commencement of
operations, and that the rate of capital ‘cost
allowances for new depreciable property of a
prescribed class acquired by the said taxpayer
in the said 24 months period for such business
be computed on a straight line basis at a
prescribed rate not exceeding 50 per cent per
annum. : v

3. That with effect for 1964 and subsequent
taxation years section 40A of the act, which
provides for a deduction from the tax other-
wise payable by a manufacturing and proc-
essing corporatlon be repealed.

4. That with respect to, expenses 1ncurred
after’ April 10, 1962 a corporatxon whose
principal busmess is operating a pipeline for
the transmission of oil or natural gas be al-
lowed to deduct in computing income the
drilling and exploration expenses, including
all general geological and geophysical ex-
penses, incurred by it on or in respect of
exploring for petroleum or natural gas in
Canada and the prospecting, exploration and
development expenses incurred -by it in
searching for minerals in Canada.

5. That for the 1963 and subsequent taxa-
tion years a dividend received by a person
resident in Canada from a corporatlon that
throughout its -taxation 'year in which - the
dividend .is paid or credited.

(a) is'taxable as a non-resident corporatlon
carrying on business in Canada,

(b) derives- substantially all of.its income
from sources in-Canada, and

(c) has -its shares listed on a recognized
stock exchange in Canada )
be deemed to be a dividend from sources in
Canada 'paid .or credited by a taxable corpo-
ration within the meaning of section 38 of the
act.

6. That the 15 per cent rate of tax payable
by a non-resident person on dividends paid or
credited to him by a person resident in
Canada be reduced to 10 per cent with respect
to dividends paid or credited after June 13,
1963 by a corporation that at the time the .
dividend is paid or credited has a degree of
Canadian ownership or control within the
méaning of paragraph 1. '

7. That the 15 per cent rate of tax payable
by a non-resident. person on dividends paid or
credited to him by a person resident in
Canada be increased to 20 per cent: with
respect to dividends paid or credited after
December 31, 1964 by a corporation that at
the time the dividend is paid or credited does
not have a degree of Canadian ownership or
control within the meaning of paragraph 1.

8. That where a corporation resident in
Canada that on June 13, 1963 was not a
corporation that had a degree of Canadian
ownership and control, within the meaning of
paragraph 1, becomes a corporation that
throughout -a subsequent taxation year end-
ing before January 1, 1967 has such a degree
of Canadian ownership and control, a non-
resident person -shall be entitled to a refund
equal to
. (a) 5 per cent of any dividends paid or
credited by the corporation to him after June
13, 1963 and before January 1,-1965, in respect
of which he has paid a tax of 15 per-cent to
Canada, and

(b) 10 per cent of any d1v1dends paid or
credited by the corporation to him after
December 31, 1964 and before January 1, 1967,
in respect of which he has paid a tax of 20
per cent to Canada.

9. That where a corporation (other than a
non-resident-owned investment corporation)

(a) during the period commencing on June
14, 1963 and ending on December 31, 1964 did
not have a degree of Canadian ownership and
control within the meanmg of/paragraph 1;
and .
(b) in the period commencing on June 14,
1963 and ending on December 31, 1964 paid or
credited dividends in an amount in excess of
the amount of dividends: paid or credited, by
the corporation in the period of five hundred
and smty-seveq days that ended on June 13,
1963,. the corporation shall, on or before
January 31, 1965, pay a special tax equal to’
5 per: cent:of the amount ‘of the-excess de-
scribed in subparagraph (b).. S
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1:10,-That with' respe¢t to incomme earned
after December 31,-1964 the 15-per cent tax:
imposed"by: Part IIIA .0of the act on a non-
residént corporation carrying on busmess m
Canada be20-per cent. oo

11. That with respect-to income of a non-
re31dent owned investment corporatmn ‘earned
after December 31, ‘1964 the present 15 per
cent rate of tax be 20 per cefit; ot
g 12 That any amount paid or credited after
June 13 1963 by a person res1dent in Canada
to a’ non-res1dent person, as or on account
of a management or admmlstratxon fee or
charge, be subject to the 15 per cent tax on’
income from Canada of non-resident persons.

13. That with respect to interest paid by.
a .person resident in° Canada to a non-reési-
dent person on any obligation 1ssued after
June 13,1963, if the non-resident person
(@ is exernpt from .income tax in the coun-
try in which that person is resident; and .
. (b) has obtained a certificate of exemption
from the minister, : o
the non-resident person be exempt from the
15 per cent rate of tax. 1mposed in respect of
such payment. -

14. That for the- taxatlon years ending,
after November, 1965 a corporation shall
during the 12 months period ending 4 months
after the close of each taxation year, pay to
the Receiver ‘General of Canada-

" (@) on or before the-last day of each of the-
first 10 months in that period, an amount
equal to one-twelfth of the tax as estimated
by-it-at the rate for the taxation year .

@@ on its estunated taxable 1ncome for the
year, or -

(ii) on its taxable income for the nnmedl-
ately precedingyear, .

(b) on or before the last day of the elev-
enth month in the period, an amount equal
to one-half of the remainder of the tax pay-
able as estimated by it on-its taxable income
for the year at.the rate for the year, and

(¢) on or before the last day of: the period,
the ‘remainder of the tax
and that for the taxation years endmg after
November, 1963 and before. December, 1964
a’ corporation -shall, .during the 11.months
period ending 5 months after the close of its
taxation year, pay to the Receiver General
of. Canada e

(d) on or- before the last - day of each of
the first 9 months in that period, an.amount
equal to one-twelfth of the tax as estimated
by it at the rate for the taxation year

. (1) on its estimated taxable income for .the
year, or ; -

~2(ii) . on:its taxable income. for thes unmedl-
ately preceding year,c ... 3o

7 (&) on!or .before.ithe last day of the tenth
month in ‘the period, ‘an:amount equal to
one-half of ' the' remainder of the tax pay-
able -as estimated by it on its.taxable income
for the year.at the rate for the year, and

*(f)'on or before the last day of the penod’

the remamder of the tax, !
and ‘that - for taxation- years ending- after
November, 1964 and before- December, - 1965
a corporatlon shall, during -the 11 months
period ‘ending 4 months after the close of its
taxation: year,- pay to the-Receiver General
of Canada - ‘- ,. -

(g) on or before the last day of each of
the first 9 months in that period, an amount
equal to one-eleventh of the tax as estimated
by it at the rate for the taxation year

. ) on its estimated.: taxable . 1ncome for
the year, or

+ (i) on its-taxablé income-. for the unmed-
iately :preceding year,

(h) on or before the last day of the tenth
month'in the period, an amount equal to one-
half of the: remainder of the. tax payable
as estimated by it on its taxable income for
the year at the rate for the year, and

(i) on or before the last day of the period,
the remainder of the tax.

. 15. That the return of 1nc‘ome for a taxa-
tion year that is to be filed with the minister
in prescribed form and containing prescribed
information by or on behalf of a corporation
be filed =
. (a) for taxation years ending after Novem-
ber, 1963 and before December, 1964 within
5 months from the end of the year, and

(b) for, taxation years ending after Novem-
ber, '1964 within 4 months from ‘the end of
the year.

16 That with respect to amounts recelved
after June 13, 1963, where a taxpayer has
recelved an amount in a taxation year, °

(a) as consideration for the sale or other
disposition of any shares of a corporation or
of any interest in such shares,

* (b) in consequence of a corporation having

(i) redeemed or acquired any of its shares
or reduced its capital stock, or

(ii) converted any of its shares into shares
of another class or into an-obligation of the
corporation, or

(c) otherwise, as .a payment that would,
but-for this provision, be exempt income,,
which amount, in the opinion of the minis-
ter,” was received by the taxpayer as part
of a:transaction or . series ‘of transactions
whenever effected or to be effected, one of
the 'purposes of which was or is to effect a

. substantial reduction of, or disappearance of,

the assets'of a corporation. in such-a manner
that the whole or.any .part-of: any-tax that
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might -otherwise-have; been-.6r:-become pay-

able..under the Act-inrconsequence of -any.

distribution rof: income ‘of -a corporation-. has
been: .or. -will, be~ avoided, :.the -amount so
received by .the taxpayer or such part thereof
as may be specified by ithe minister shall;. if
the minister so direects, , .. LT

(d) be included in computlng the 1ncome

of the.taxpayer: for ‘that taxation year, and
‘(e) in”the case of a'taxpayer who is an
1nd1v1dua1 be deemed to have been received
by him as a dividend -from a taxable corpora-
tion": w1th1n the meanlng of sectlon 38 of the
act o i
* 17, That for the 1963 and* subsequent tax-
atlon years 'where,’ in- the-'case of two -or

more corporatlons, the ‘minister- is satisfied _

_ (a) that the separate existence of thosé
corporations is' not solely for the purpose of

carrying out' the' business of those corpora-

e

tions in the ‘most . eﬁectlve manner ‘and
(b) that one of the mam reasons for such

separate existenceé is to reduce the amount

of taxes’ that would otherwise be payable
under the act .

the two or more corporatlons shall it the
minister so directs,. be .deemed to be asso-
ciated with each other., =~

18. That for the 1963 ~and subsequent
tax’ation years

(a) a business loss incurred in a previous
year by a_corporation.may. not be deducted
in a taxation ‘year if

(1) the business in which the loss was
sustained by.ithe corporation was not carried
on by it in the taxation year, and

(ii) in the period between the end of the
year in which the loss ‘was sustained and
the end of the taxation year control of the
corporation has changed hands; and

(b) a business loss mcurred by a corpora-
tion in a taxation year may not be deducted
in computing the income.of the corporation
for that taxation year 'if the businéss in
which the loss was sustained by the corpora-
tion was wound up or discontinued, and after
such winding up or discontinuance control
of the corporation passed to a person or
persons who did not control the corporation
in the year at any time when the business
in which the loss was sustained was carried
on;
but this - paragraph is not appllcable where
the change of the control of the corporation
occurred prior to June 14, 1963.

19. That for the 1963 and subsequent taxa-
tion years section 18 of the act, which
provides rules in the case of any lease option
agreement hire purchase agreemeént or other
contract or arrangement for the - leasing or
hlrlng of property, be repealed and appro-
priate transitional prov1smns be ‘enacted in
respect of any such contract or arrangement

20. That for the 1963 and subsequent taxa-
tion .years..the /benefits received. by -an em-
ployee . from his employer’s contribution to
a-group: life insurance. plan that are.at pres-
ent excluded from income be excluded. only
if .such contribution is,. in- respect of group
term life insurance. h
. 21, That, -with. respect to any annuity con-
tract entered into:after .June .13, 1963, that
part of the proceeds of the.contract that
consists of -interest .accumulated prior to; the
date -on. which the annuity .commences be
included in computing income of the recipient
unless such -proceeds. are received -as a life
annuity or as a refund-,of premiums upon
the death of the holder of the annulty con-,
tract. |

22.-That for.the 1962vand subsequent taxa-
tion years the manner .of taxing a bankrupt
corporation, a- bankrupt individual and a
trustee. in - bankruptcy‘ be revised and in
particular -

(a) that the trustee be deemed -to be the
agent of the bankrupt person for all purposes
of the act; ,

(b) -that section 63 of the act not. apply
in the case of any income of the trustee from
dealing in the property. of the bankrupt:
person or from.carrying on the busmess of
the bankrupt person; .

(c) that the income of the bankrupt per-
son be computed. as if. upon the occurrence
of the bankruptcy .the property of the bank-
rupt person did not pass to and vest in the
trustee; and

(d) that the trustee be liable for payment
of any tax payable by the bankrupt person
to the extent of the property of the bankrupt
person in the possessmn of the trustee.

EXCISE TAX ACT

‘Resolved that it is -expedient to introduce
a measure to amend the Excise Tax Act and
to provide among other things:

. 1. That the present exemption from sales
tax for certain building materials be with-
drawn by -repealing -the exemption for all
goods mentioned under the heading “Building,
Materials” 'in Schedule III of the said act
and by repealing the exemptions for

(a) “Fire brick, -plastic ‘refractories, high
temperature cement, fire clay and other re-
fractory materials ‘and materials’ to ‘be used
or consumed exclusively in ‘the manufacture
of suchfire brick or reéfractory materials;”

(b) “Creosote oil 'and other wood preserva-

tives when for ‘use. exclusively in the treat-
ment oftimber, ‘poles or lumber;”
. () “Seventy-five .per, cent of the sale price
if manufactured in Canada, or seventy-five
per cent of the duty paid value if 1mported
of trallers for use as_ homes ;7
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- (@ “Railway ties;”

(e) “Goods for use as part of sewerage and
drainage systems, and articles and materials
to be used exclusively in the manufacture
thereof;”.

2. That any enactment based on paragraph
1 of this resolution provide that

(a) goods for use as part of sewerage and
drainage systems be exempt from sales tax
when sold to or imported by a municipality
for its own use and not for resale,

(b) any transfer of a sewerage or drainage
system to a municipality by any person within
two years -after the completion thereof, pur-

_suant to a by-law of or agreement with that
municipality under which that person is re-
quired to install such system and transfer it
without charge to that municipality after the
completion thereof be deemed, for the purpose
of section 46 of the said act, to be a sale to
the municipality for its own use:and not for

resale of goods for use as part of a sewerage.

or drainage system,

and that any agency operating a sewerage or
drainage system for or on behalf of a munici-
pality may be declared by ‘the minister to be
a municipality for the purposes of this para-
graph.

. 8. That any enactment based on paragraph
1 of this resolution provide that drain tile
for agricultural purposes and materials to be
used exclusively in the manufacture thereof
be exempt from sales tax.

4. That the present exemption for certain
machinery and apparatus to be used in man-
ufacture or production be withdrawn by re-
pealing the exemption for all goods mentioned
under the headings “Machinery and Appara-
tus to be Used in Manufacture or:Production”
and “Engines” in Schedule III of the said
act and by repealing the exemptions for

(a) “Seismic shot-hole casing and materials
used in.the manufacture thereof;”

(b) “Materials (not including grease, lubri--

cating oils or fuel for use in internal com-
bustion engines) consumed or expended
directly in the 'process of manufacture or
production of goods.”

- {e) “Diesel fuel oil when used in internal
combustion engines used in logging opera-
tions and in the manufacture of rough Ium-
ber " .

(d) “Diesel fuel oil when- used in 1nternal
combustion engines at mines to generate
electricity for use in mining operations and
other purposes connected therewith.”

(e) “Tires and tubes for use exclusively on
the machinery enumerated in Customs Tariff
item 41la.”

' - () ‘Goods enumerated in Customs ' Tariff
items 364, 399a, 399b, 399c, 41la, 417, 431h,
439c, 666, 667, 848, 848a and 848b..

5. That any enactment based on paragraph

4 of this resolution provide that traction
engines for farm. purposes and accessories
therefor (not including machines and tools for
operation by such engines) and complete parts
of all the foregoing, and materials to be used
exclusively in the manufacture of the said
engines, accessories or.parts be exempt from
sales tax.

6. That any enactment based on paragraph
4 of this resolution provide that farm wagons,
including four-wheeled farm wagons equipped
to be tractor drawn and farm sleds, and
materials to be used exclusively in the manu-
facture thereof be exempt from sales tax.

7. That feeds for fish, supplements for ad-
dition to such feeds, and materials to be used
exclusively in the manufacture of such feeds

"or supplements be exempt from sales tax,

" 8. That the exemption from sales tax for
materials for use in the equipment and re-
pair of ships over ten tons net register ton-
nage be restricted to materials for use in the
equipment and repair of ships to be used
exclusively for commercial purposes. .

9. That the present exemption from sales
tax for “Bakers’ cakes and pies including
biscuits, cookiés or other similar artxcles,
be changed to read “Bakers’ cakes and pies
including biscuits, cookies and similar articles
but not including simulated chocolate bars
or candy bars;”.

10. That the export duty of three one-
hundredths of one cent per kilowatt hour on
electrical power exported from Canada be re-
pealed.

11. That the said act be further amended
by adding thereto the following part:

PART III
Securities Sales Tax

11. (1) In this Part, ‘

(a) “designated corporation” means a cor-
poration that was at the relevant time resident
in Canada, any of the shares of which of any
class were, . within a period of two years
immediately before that time, listed on a stock
exchange;

“(b) “eligible purchaser” means any pur-
chaser of shares of a designated corporation
who was at the relevant time

(i) an individual resident in Canada who
had been resident in Canada for a period of
not less than two years immediately before
that time,

(i) a corporatlon resident in Canada having,
a share capital, in any case where the number
of votes attaching to the shares of the cor-
poration that were owned by one or more
individuals or corporations described in.any
of subparagraphs (i), (iii), or (v). or this sub-
paragraph, exceeded 50 per cent of the total
number of votes attaching to all of the shares
of the corporation, and where, by. reason of the
beneficial ownership of any shares or other
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securities of the corporation or any agree-
ment in writing; one or more individuals or
corporations -so.described were in a position
to or were :entitled- to elect or cause to be
elected a majority of the dlrectors of the cor-
poration, - “

(i) a corporatxon resxdent in Canada
having no -share capital, a majority of.the
directors and of the other members of which
were individuals’ descrlbed in subparagraph
@{), or

(iv) and individual or corporation wherever
resident who purchased the shares of the
designated corporation as a trustee under an
employees’ pension plan or under any trust
constituted exclusively for charitable pur-
poses, the right of appointment or removal of
whom was exercisable by one or more indi-
viduals-or corporations described in any of
subparagraphs (i), (i) or (ii);

(c) “resident: vendor” means a vendor of
shares of ‘a designated corporation who was
at the relevant time resident' in Canada;

(d) “share” as applied to any corporation
means a share of that corporatlon of any class,
other than a share no

(i) the owner of which:is entltled only to a
fixed cumulative preferred dividend, and

(ii) to which no vote .is attached under any
circumstances, or to which a vote is attached
only in- the event that any dividend described
in. subparagraph (i) is in arrears for a period
of not less than two years; and -

(e) “stock exchange” means .

(i) the Canadian Stock Exchange,

(ii) the Montreal- Stock Exchange,

(iii) the Toronto Stock Exchange,
: (iv) the Winnipeg Stock Exchange,

(v) the Calgary Stock Exchange, and

(vi) the Vancouver Stock Exchange;

.and such other stock exchange or ex-
changes in Canada as may from time to time
be designated by the governor in council
for the purposes of this part.

(2) For the purposes of this part, the votes
attaching to any share of a corporation are
the votes. that under any voting rights an-
nexed to that.share may, either upon the
happening of a particular event or otherwise,
be exercised by the owner thereof.

(3) A reference in this part to a person
resident in Canada mcludes a person who
was at the relevant time ordinarily resident
in Canada, and in determining the residence
of a person for the purposes of this part the

N

provisions of the Income Tax Act applicable

to any such determination for the purposes
of that act apply mutatis mutandis.

12. (1) There shall be imposed, levied and
collected a securities sales tax of 30% on the
sale price of all shares of a de51gnated corpora-
tion sold by a resident vendor to a person
other than an eligible purchaser, payable by
the vendor within thirty'days of such sale.

’

(2) ‘No' tax is payable under this part'in
respect of shares of a designated corporation
sold by a resident vendor to a person other
than an eligible purchaser through a stock
exchange in any day where the total sale
price of all shares of that corporation so-sold
by the vendor to all persons in that-day does
not exceed $50,000.

13. The issue by a designated corporation
to any person of any shares of that corpora-
tion pursuant to a warrant, option, right or
conversion privilege entitling the owner or
holder thereof to purchase or otherwise
acquire those shares shall, except where the
warrant, - option, right or conversion .privi-
lege was outstanding on or before the 13th
day of June, 1963, be deemed. for the purposes
of this part to be a sale by the corporation
to that person of those shares, and in relation
thereto the sale price of those shares shall
be deemed to be ‘the. consideration paid or
agreed to be paid for those shares plus the
fair market value, immediately before the
issue of the shares, of the warrant, option or
right, or of the security carrying the con-
version, -privilege, pursuant to which. the
shares were issued.

14. A sale by a designated corporation to
any person of all or substantially all of the
property used by the corporation in carrying
on its business in Canada shall, for the
purposesi of this part, be deemed to be a sale
by the corporation to that person of shares
of the corporation, and in relation to such
shares the sale pnce thereof shall be deemed
to be -+ o=

(a) the consideration ‘paid or agreedto be
paid for the property so sold, in any case
where ‘that property - was sold to a person
w1th whom the corporatlon was dealing at
arm’s length; and

(b) the fair marKet value of the property
so sold, in any other case. ,

15. Wheré, by reason of the reorganization
of, or the merger or amalgamation with
another corporation of, a designated corpora-
tion (which reorganization, merger or amal-
gamatlon is hereinafter referred to as a
“substitution” and which designated corpora-
tion is hereinafter referred to as the “old
corporation”),

(a) the total number of -votes~ attaching
immediately before the substitution to  all
shares of the old corporation owned by indi-
viduals or corporations described in any of
subparagraphs () to (v) of paragraph (b)
of subsection (1) of section 11 (which indi-
viduals or corporations - are hereinafter
referred: to as “eligible shareholders”),
expressed as ‘a percentage of the total num-
ber of votes attaching at that time to all of
the shares of the old corporatlon,

is greater than ° -
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" (b)~the . total -number -of ~votes; attaching
immediately after the substitution to- -all
shares.-of the reorganized.corporation. or of
any corporation formed as a result of the
merger: or amalgamation (which. reorganized
corporation or corporation so formed is hefe-
inafter referred to as the “new corporation’)
owned by eligible shareholders, expressed. as
a: percentage of the total number of votes
attaching at that time to all of the shares
of the new corporation;

the" substitution shall, for the purposes. of
this part, be deemed to be a sale to the new
corporation of the shares of the old corpora-
tion by each of the persons who immediately
before the substitution owned any shares
thereof, and in relation to the shares thereof
owned by any such person at that time, the
sale price of those shares shall be deemed
to be the fair market value at that time of
shares of the old corporation, equal in num-
ber to

(c) the number of shares of the old cor-
poration owned at that time by such person,
multiplied by

(d) the quotient obtained by dividing

(i) the percentage number by which the
percentage obtained under paragraph (a)
exceeds the percentage obtained under para-
graph (b) -
by

(ii) the percentage number obtained under
paragraph. (a).

16. (1) Subject to subsection (2), every per-
son who, being a resident vendor, sells.any
shares of a designated corporation .other “than
shares of a de51gnated corporatlon in respect
of which no tax is payable under this part
by virtue of subsection (2) of section 12 shall,
within one month of such sale, file a return
with the minister statmg, w1th respect to
the sale ’

(@) the name of each of the partles to the

sale; |
" (D the address of each of the partles to the
sale including, in the case of a corporatlon,
the address of the head office of the corpo-
ratlon and of its principal place of busmess,
if any, in Canada; and

(¢) particulars of the sale 1nc1udmg the
date of.the sale, the sale price of, the shares
of. each class-so sold and, where applicable,
the number of shares of each class so sold;
together ‘with such further or other infor-
mation .or partlculars as may be’ requlred by
the regulatlons

[0} The return required by thxs sectlon
to be filed by the minister may,  in. _the
case,(of a sale of shares deemed . by section
15 to have been made to any. corporation
referred to in-that. section as a new .corpo-
ration, be filed with the minister. by that cor-

poration on ' behalf. of--each .of .the .persons
resident in Canada by -whom the -sale. was
deemed so to have been made,and where any
return 'is so filed by that corporation no re-
turn-is required by this section to be filed -
by such persons with respect thereto.

" 17. There may be attached to any return
filed with the minister as required by section
16 relating to the sale of any shares a certifi-
cate of identification as to the purchaser
thereof,

(a) signed, .

" (i) where the purchaser thereof is an in-
d1v1dual by that individual, and

(i) where the purchaser thereof is a corpo-
ration, by a responsible officer of that corpo-
ration; and’

(b) stating that, at the time of the sale,
such individual was, or to the best of such
officer’s knowledge, information and belief
such corporation was, as the case may be,
an eligible purchaser within the meamng of
this part.

18. Where, in any month the number of
sales of shares of a particular designated
corporation made by a resident vendor with
respect to which a return would otherwise
be required by section 16 to be filed with the
minister exceeds fifty, the vendor may, in
lieu of filing a return under section 16 with
respect to each such sale made in that month,
file with the minister, within thirty days after
the end of that month, a return setting forth
with respect to all such sales made in that
month,

(a) particulars as described in paragraphs
(a) and-(b) of subsection (1) of section 16 as
to the .vendor;

(b) the total number of shares of the
corporation of each class so sold, for which
the vendor holds certificates under section 17
indicating respectlvely that the purchaser or,
in the case of a sale made to a.number of pur-
chasers jointly, that each such purchaser was
an eligible purchaser within the meaning of
this part, and the total sale price of those
shares, and

(c) the total number of shares of the
corporatxon of each class so sold for which the
vendor does hot ‘hold cert1ﬁcates as descrlbed
in paragraph (b), and. the ‘total sale price of
those shares; L
together with .such further or- other mtorma-
tion or particulars as mayxbe requlred by the
regulations. :

(2) ' Subsection (1) does not apply in re-
spect of ‘any sale of shares in the case ‘of
which a return may be ﬁled as provxded 1n
subsectlon (2) of sectxon 16 '
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*'19. Where, . 500 -'{'. z‘t S

a)* in the case ‘of any return ‘filed with'the
mlmster as requu‘ed by seéction’ 16, no’ certifi=
cate -of 1dent1ﬁcat10n under sectlon 17 as to
the purchaser iof* the' shares ‘to- which the
return relates is attached ‘thereto or, in the
case of a return under section 18 ﬁled with
the minister, no certlﬁcate of identification
under section 17 as to the purchaser of any
particular shares to which the return relates
is held by the vendor, or

(b) the certificate attached to the return
or held by the venhdor, as the case may be,
does not indicate that the purchaser or, in the
case of a sale made to a number of purchasers
jointly, that each such purchaser was an
eligible purchaser within the meaning of this
part,
the purchaser or each such purchaser, as the
case may be, shall, unless the contrary is
established, be presumed to be a person other
than an eligible purchaser.

20. A document signed by an officer of the
Department of National Revenue, stating that
to the best of his knowledge information and
belief after examining the appropriate records
of the department a particular corporation
was at any stated time a designated corpora-
tion, is admissible in evidence and in- the
absence of any evidence to the contrary is
proof that such corporation was at that time
a designated corporation.

21. (1) Subsection (1) of section 43 does
not apply in respect of this part.

(2) Subsection (2) of section 54 applies in
respect of a certificate attached to a return
filed with the minister as required by section
16, or a certificate as to the purchaser of any
particular shares to which a return under sec-
tion 18 filed with the minister relates, as
though such certificate were a return filed as
required by this part.

(3) Section 55 applies in respect of a person
required by section 16 to file any return or by
whom any return under section 18 is filed with
the minister, as though such person were a
person described in subsection (1) of sec-
tion 55.”

12. That any enactment founded on para- -

graphs 1 to 9 of this resolution be deemed
to have come into force on June. 14, 1963,
any enactment founded on paragraph 10 of
this resolution be applicable in respect of
electrical power-exported from Canada after

June, 1963, and.any .enactment founded on
paragraph. 11 of this resolutlon be deemed
to _have ‘come mto force ‘on’ June '14, 1963
and ‘to’ have"been apphcable m respect of any
sales descnbed therem made on or after
that day. = <% ¢ 7- A0

> “} ? R | N -

13 That the said measure further prov1de

. (a) that where any tax under 'part VI of
the said act has become payable by any
person in respect of any goods for which
exemption from tax under that part was
withdrawn by any enactment founded on
paragraphs 1 to 9 of this resolution, which
goods were, before June 14, 1964, sold and
delivered by that person, or applied by that
person to a use resulting in the property in
the goods passing from that person, pursuant
to a bona fide contract in writing signed by
the parties thereto before June 14, 1963 that
provided for the sale of those goods or their
application to that use for a fixed amount
stated in the contract and that did not permit
the adding of the tax to the amount payable
to that person under the contract, a refund,
or deduction from any of the taxes imposed
by the said act, of the tax or such part
thereof as could not under the contract be
added to the amount payable to that person
thereunder may be granted to that person;
and

(b) that where any goods for which exemp-
tion from tax under part VI of the said act
was withdrawn by any enactment founded
on paragraphs 1 to 9 of this resolution were,
after June 13, 1963 and before June 14,
1964, sold and delivered by any person, or
applied by any person to a use resulting in
the property in the goods passing from that
person, pursuant to a bona fide contract in
writing signed by the parties thereto before
June 14, 1963 that provided for the sale of
those goods or their application to that use
for' a fixed amount stated in the contract
and that did not permit the adding of any
tax under that part that became payable
after June 13, 1963 in respect of those goods
to the amount payable to that person under
the contract, an amount equal to the tax or
such part thereof as could not under the
contract be added to the amount payable to
that person thereunder may, where applica-
tion therefor is made to the Minister of Na-
tional Revenue by that person before June 14,
1966 in such form as the minister prescribes
and the minister is satisfied that such tax
has been paid, be paid by the minister to
that person.
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CUSTOMS TARIFF

1. Resolved, that schedule A to the Customs
Tariff be amended by striking out tariff
items 24, 25, 179, 187¢c, 409f, 538h (1), 521(1),
521(3) (a), 521(3) (b), 522(6), 5329,‘ 533,
536, 537, 537a, 537b, 537¢, 537d, 537e, 538a,
538d,  538i(1), b538i(2), 540(a), 540(b),
540(c), 540(d), 541, 54la, 541b, 54lc, 541d,

542, 542a, 543, 546, 5464, 547, 547a, 548, 548a,
548c, 549c, 549d, 549e, 549f, 569, 569a(1),
569a(2), 569a(3), 569a(4), 569a(5), 569a(6),
569b, 569c(1l), 569c(2), 569d(1), 569d(2),
572a, 610, 798, 812, 812a and 812b, and the
enumerations of goods and the rates of duty
set opposite each of. these items, and by
inserting therein the -following items, enu-
merations of goods and rates of duty:



. Rates in Effect Prior to
: Rates Proposed in this Budget
Most-

‘ ' British  Favoured- British Most-
Tariff e Preferential Nation General Preferentisal Favoured-Nation General
Item Tariff Tariff _ Tariff . Tariff Tariff ~ Tariff
: o PR ' » .. .
24  Chicory, raw OF'EIEEN. ....ovuenneniiiianns per pound Free Free 3 cts. 2% cts. 2% cts. 3 ots.”
‘25  Chicory, kiln dtied, roasted or ground..:....per pound 2 cts. 2 cts. 5 cts. 3 cts. 3 cts. 5 ots.
179  Labels for cigar boxes, fruits, vegetables, méat's:, fish, - ’ T ’ ‘ '
confectionery or other goods or wares; shipping, price
or-other tags, tickets or labels, and railroad or other
tickets, whether lithographed or printed, or partly
printed, n.0.p.; the foregoing not including lables of teztile
fibres or filaments. .. .. e e, R 174 p.c. 22} p.c. 35 p.c. 17} p.c. v 22} p.c. 35 p.c.
Tickets issued by railway systems in the British
Commonwealth (not including railway systems oper-
ating in Canada), shall be exempt from customs duty,
when produced in countries entitled to the benefits of
the British Preferential Tariff.
187¢ Photographic dry plates...............ccovvvneennnnnn.. 7% p.c. 12} p.c. 30 p.c. 10 p.c. 15 p.c. 30 p.c.
8124 Woven fabrics, wholly or in part of asbestos, for use in
the manufacture of clutch facings and brake linings.. 12} p.c. 12} p.c. 30 p.c. 124 p.c. 30 p.c.

409f Aluminum sluice-type devices for controlling water in
irrigation ditches;
. Animal clippers;
Automatic stock watering devices;
Barn hay forks, carriage, pulleys and track;
Barn litter carriers and track;
Comibination excavating and transporting scraper
units;
Egg cooling cabinets; . .
‘Elevators (other than storage elevators);
Grain crushers;
Grain or hay dryers;
Grain or hay grinders;
Grain loaders; .
Gravity discharge farm wagon bozes;
Hay stack forms;
Heaters for orchards;
Hitches and couplings;
Hydraulic hoists for unloading vehicles;
Land levellers; -

124 p.c.

14



Rates in Effect Prior to
Rates Proposed in this Budget

Most-
. e . . : British Favoured- British Most-
Tariff I —_— Preferential Nation General Preferential Favoured-Nation General
Item o . . ‘Tariff Tariff Tariff Tariff Tariff Tariff

409f  Machines and tools for use on tractors, including
(Con.) blades, loaders, rippers, rakes and related operating
. and controlling gear; .. ,
Milk’ coolers;
Sodium metabisulphite;
Sprinkler irrigation systems;
Steel stanchions for confining hvestock either in pens
or individually, and complete equipment for milk-
. ing parlours;
All tlhe foregoing for use on the farm for farm purposes
only; . .. . L - L . . e
Brooders, ’ ‘:A' . o C ce P ) P N ol Te b vl - et
. .Ensilage cutters; .. ! ' - . :
Fodder or feed cutters;
' "Hay loadérs;
Hay tedders; )
Post hole diggers; s
Potato diggers;
Potato planters;
Snaths; :
Stumping machines; - :
All other agncultural implements or, agrlcultural ma- ) ) ' .
chinery, n.o.p ) e : ) LTI : :
Parts of all the foregomg. N e Jeioos. Free Free Free Free Free Free
' 15 p.c. 22} p.c. 30 p.c.

438h (l) Motor cycles having an engine capaclty of 250 c.c.
or less, engines or side cars therefor, parts of’ the
foregomg. FRT PR URE TU R U Free 124 p.c. 30 p.c. Free 17} p.c. 30 p.c.

521 Yarns and rovings, itcluding threads, cords and
 twines, wholly of cotton: o . . ’ . . . 4 ,
(1) Singles, B.0.D0. . o ovvnrenrreiiiiiiiaaain 12} p.c. 17} p.c. 224 p.c. 12} p.c. 17§ p.c. 22} p.c.
(2) Undyed and unbleached Jor use in the manufacturc

of catton aewmg thread:
(a) Singles.

* (b) Plied
3) For use in the manufacture of erochet, knitting, -
darning or embroidery cottons to be packaged Jor
" sale at relail for household use: .
(8) SINZleS...ciiiirvieenerrorsncaraonarnnereons Free 10 p.c. 15 p.c. Free ‘10 p.c. : 15 p.c.
(D) Plied. ..ot iiiiviiiiieeanniiiiieavenanas 5 p.c. 10 p.c. 20 p.c. 5 p.c. 10 p.c. - 20 p.c.
(8) Meércerized yarna of count seventy-five. and finer..... Free .. . 17hp.c. 30p.c. . 123 p.c. 174 p.c. 22} p.c.

- ) ’ 15 p.c. 20 p.c. ' 30 p.c.

10 p.c. © 15pe. °°  Free,K ) S 10pe. T T 15 pec:
10 p.c. 20 p.c. ' . 5p.c. _ 10 p.c. ' 20 p.c.

92



6329 Haircloth composed of horsehair in combination with
any vegetable fibre. . .... P PR eveanaaes
b41a Yarns and rovings, including threads, cords and twines,

wholly or in part of vegetable fibres, n.o.p., not containing

117} p.c.

silk, wool or hair, man-made fibres or filaments nor gluss

fibres or filaments; -

(1) Linen thread for hand or machine sewing. .......
(#) Linen yarns for weaving or braiding into fabrics..
(8) Singles, n.o.p..... ettt e, L

(4) Other, n.0.D.......oooviii i,

,+841b Yarns and rovings, including threads, cords or twines,
© v wholly of jute; - . T .
(1) Smgles

(2 Other........ il s .

542a  Woven fabrics, wholly or in'part of vegetable fibres, and
all such fabrics with cut pile, n.o.p., not containing

silk, wool or hair, man-made fibres or filaments nor glass

| fibrea or filaments..........

R R I I
v '

542b Woven fabrics, wholly of jute........................ .

542c  Woven fabrics, in the web, wholly of flaz or hemp:
.(1) Towelling and glass-cloth of crash or huek; table-
cloth and napkin fabricsof crash.....................

. : Lo N

§4%a (1) Clothing, wearing apparel and articles, made from
woven fabrics, and all textile manufactures, wholly
or partially manufactured, composed wholly or in
part of vegetable fibres, n.o.p., when the textile com-
ponent is not more than fifty per cent, by weight, of silk
nor fifty per cent.or more, by weight, of man-made fibres
or filaments or glass fibres or filaments, not containing
WOOlOr Rair. ..o it i

Free
Free

124 p.c.

15 p.c.

10 p.c.
15 p.c.

174 p.c.

Free

174 p.c.

‘Free

-.27% p.c.

17} p.e.
20 p.c.

22} p.c.

5 cts. per
100 lineal
yards

224 p.c..

22} p.c.

.30 p.c.

30 p.c.

15 p.c.

35 p.c.

17%-pee.

Free
Free
124 p.c.
Free
15 p.c.
Various
Free
Free

20 p.c.
Free

174 p.c.
20 p.c.
Various
Free

15 p.c.
Various

15 p.c.
and 3 cts.

%er pound
ree
' Free

25 p.c.

" 25 p.c

22% p.c.

Various

a.

27} p.é.
.

173 p.c.
Free
174 p.c.
10 p.c.
20 p.c.
‘Various

-17% p.c.
10 p.c.
25 p.c.
10 p.c.

20 p.c.
25 p.c.
Various
5 cts. per
100 lineal
yards
224 p.c.
Various

20 c.
sns 3% cts.

per pound
224 p.c.

25 p.c.
22%'p.c.

‘Various

30 p.c.

.25 p.c.
*15 p.c.
25 p.c.
15 p.c.. .
25p.c.. .
'Yaripus

25 p.c.
15 p.c..
324 p.c.
15 p.c.

30,p.c.

40 p.c.
Various
15 p.c.

30 p.c.
Various

35 p.c.
and 4 cts.
per pound
35 p.c.
and 4 cts,

" . 85p.c.and 4 cts.

per pound

35 p.c. and 4 cts.
r pound
arious

LT

<



Rates in Effect Prior.to
Rates Proposed in this Budget

. - Most- -
. British Favoured- British Most-
Tariff . L —_— Preferential Nation General Preferential Favoured-Nation General
Item Tariff Tariff Tariff ari Tariff Tariff
543a (2) Towels and glass-cloths of crash or huck, table-
(Con.) cloths and napkins of crash, wholly or in part of flax
or hemp, not containing more than fifty per cent, by
weight, of silk nor fifty per cent or more, by weight, of
man-made fibres or. ilaments or glass fibres or filaments B
NOT WOOL OF RAIT .o e v vve v vvieeenn i ateereannansss 173 p.c. 22} p.c. 35 p.c. 15 p.c. and 3 cts. 20 p.c. and 3} cts. 35 p.c. and 4 cts.
) _ per pound per pound per pound
543b Articles made from woven fabrics wholly of jute and
all textile manufactures, wholly or partially manufac- . .
tured, the textile component of which is wholly. of jule, . : ,
n.0.p.; jute fabric backed with paper....... R 12} p.c. 22% p.c. 30 p.c. 12} p.c. . 22} p.c. 30 p.c.
. . 25 p.c. 25 p.c. 35 p.c.
’ and 4 cts,
per pound
548¢c Sheets, pillow-cases, bed-spreads, dresser-scarves, doilies,
tray-cloths, table-cloths, napkins, towels, glass-cloths
‘and handkerchiefs, wholly of flax or hemp, but not to
include towels or glass-cloths of crash or huck, nor . i . .
table-cloths and napkinsof crash.................... Free 224 p.c. 35 p.c. Free . 20 p.c. 35 p.c.
. . . : and 3 cts. and 4 cts.
per pound per pound
Hemming, hemstitching or embroidering with cotton
thread of the foregoing articles, .or the weaving of cotion
thread in the borders of the handkerchiefs, will not remove
such goods from this item. ( .
5484 Bags or sacks of jute, hemp, linen or sisal.............. - 12k p.c. 15 p.c. 20 p.c. 12} p.c. 15 p.c. 20 p.c.
174 p.c. 174 p.c. 35 p.c.
L and 4.cts
per pound
559g Batts, batting and wadding of wool, cotton or other . o
teztile IDTE, DO Per v eeienrraeiinineieaeocencnnns 10 p.c. 174 p.c. 25 p.c. 124 p.c. 20 p.c. . 25 p.c.
567  Sails for boats and ships; textile fabrics, in the web or with .
fused edges, for use in the manufacture of such sails...... 15p.c. 224 p.c. 25 p.c. 15 p.c. 223 p.c. 25 p.c.
. Various Various Various
569a Hats, hoods and shapes of fur felt or of wool-and-fur felt 174 p.c. 22} p.c. 35 p.c. 175 p.c. 224 p.c. 35 p.c.

8



~669b~ - (1) Hoods and shapes, caps, bonnets and berets, n.0.p..

(2) Hats, n.o.p..... T
. i and, per dozen

568¢ . .Hgods and si]apes, knitted,-erocheted, plaited or woven,

in a single piece; hoods and shapes of braid, not sewn;
all the foregoing for use in the manufacture of hats. ... ...

5694 Hat sweats, cap peaks, stiffening bands for the inside of
L hats and caps, tips and sides when cut to shape, and

materials for use in the manufacture of such articles;

all the foregoipg for use in the manufacture of hats and

‘ 569e ‘Hat ‘Braids, of a class of kind not made in Canada, v
© ' whether woven, knitted or plaited, not exceeding six °

inches ‘in. width, for use in the manufacture of hat
bodies or shapes, but not for use in the ornamentation
or trimming of such bodies or shapes................

—585}/ ) 'M;lférr'iarlé,-ai' a class or kind not made in éandda,—for use
gl tﬁde manufacture of woven, knitted or plaited hat
raids

572a Ca.rpgts o{ sisal, palm- straw or-cane straw............::

574 Coated or impregnated fabrics, containing textile fabric, pro-
duced by any method, including ination, if the weight of
the textile fabric is less than two-thirds of the weight of the
coated or impregnated fabric:

(1) The testile fabric-being wholly or in part of man-made

-fibres or filaments or of glass fibres or filaments. ... ces
(#) The teztile fabric not being wholly or in part of mian.
. made fibres or filaments or of glass fibrés or filaments. . ..

s

§74a Woven fabrics of vegetable fibres, coated or impreg-
nated, imported for use as ‘‘brattice cloth’’ in under-
se-eno-- ground mining operations...................vuuiennn,

22} p.c.
20 p.c.

75 cts.

Free

Free

Free

Free ’

174 p.c.

27% p.c.

20 p.c.

“30p.e. -

25 p.c.
81.00

7% p.c.

Free

Free

Free

173 p.c.

32& p.c.

25 p.c.

10 p.c.

45p.c. T 22 pec.
Various
35pe. . 20pe. .
$1.50 - 75 cts.
10 p.c. Free
. " )
Free Free
Free Free
Free Free*
40 p.c. 20.p.c.
50 p.c. . 30 p.c.
40 p.c. 20 p.c.
) 25 p.c.
’ Various
12} pc.. - Free

27% p.c.

Free

Free

Free

20 p.c.

35 p.c.

25 p.c.
25 p.c.
Varicus

10 p.c.

35 p.c.
Various
35 p.c.
$1.50

10 p.c.

Free

40 p.c.

50 p.c.

35 p.c.

and 4 cts,
per pound

35 p.c.

and 4 cts., .-
per pound - .
Various

- 12%pe.

6C -
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Rates in Effect Prior to

Rates Proposed in this Budget

20 p.c.

Most-
British Favoured- ' British ' Most-
Tariff —_— Preferential Nation General Preferential Favoured-Nation General
Item Tariff Tariff Tariff Tariff Tariff Tariff
5746 Canvas in the web, wholly of flax or hemp, or both,
plain woven, coloured or not, treated with weather- ,
proofing or preservative materials, weighing more than E
8iz ounces per sguare yard, when the weight of the un-
treated fabric is two-thirds or more of the weight of the - .-, . . : .- . -
treated fabric........ P eeeeineanaas reeenearaes 174 p.c. 224 p.c. 40 p.o. 15 p.e. 253.1:. 35 p.c.
oo Y ’ ) and 3% cts, and 4 cts
per pound per poun
I 25 p.c. 25 p.c. 35 p.c.
: . . and 4 cta,
e TR, v B Ly per pound
597a (6) Accordions. ...........ovviiiiiiiin sieveriieiiiis 2hpees 24 p.c. - 30 p.c: 5 p.c. 5p.e. - 30 p.c
610 Belting, n.o.p., not le-ply belting wholly of
textile fibres..... N . . 20 p.c. 27% p.c. 73 p.c. 27% p.c.

'

e . ' [

2. Resolved, that Schédule‘ B to the Customs Tariff be amended by striking out item 1012, and the enumeration of goods and the rate of drawback of duty set

»

opposite that itern, and by inserting therein thejol}owing items, enumerations of goods and rates of drawback of duty:

Item ' Goods

1

Portion of Duty
(not including Special

P When Subject to Drawback Duty or Dumping
No. : . s Duty) Payable as
B ! A S Drawback
1008 M at'eriala,. . ‘l;nitted, bond d, braided or felted, whether or not When used by manufacturers of hats in making bands for, or in
© opleated, folded or sewn. T binding the edges of, men's hats. ... .. e aeee e aaaiaae 99 p.c

1009 Woven fabrics in the web.

When used in the manufacture of linings for men’s or boys’
hats or caps, or in the manufacture of buckram.shapes
Jor women’'s or children’s headgear..........c...ocoiiiiit,

0e



8. Resolved, that Schedule A to the Customs Tariff be amended by striking out tariff items 535, 5354, 535¢, 5359, 538c, 539, 569 and 575, and the enumerations
of goods and the rates of duty. set opposite each of these items, and by Ainserting-therein the following items, enumerations of goods and rates of duty:

<

oo . R : Rates in Effect Prior to
. : e R Rates Proposed in this Budget
. M Sy e Most-
: : LT O o vt British Favoured- British Most- .
Tariff .- - o e 1 ¢ ..~ Preferential Nation General Preferential Favoured-Nation General
Item N Tariff Tariff Tariff Tariff Tariff * Tariff

R R . RN e - B .
1 . . N 5ot . W i N

e s e i <o g
640a Grasses, seaweed, mosses and vegetable fibres other ' - :
than cotton, not coloured, nor further manufactured L R T
than dried, cleaned, cut to size, ground -and gifted; ..., IR : . L S i Lo
oakum of flax, hemp, or jute; coir and coir yarn...... Free Free Free: Free Free Free -

640b Gfasses; ’sehweed, mosses and 'végetable' fibres other
than cotton, n.0.p.; bagasse of sugar cane, whether or . . , Coe, S ke L osees B Y
« -not driéd, clea'n,e,d,.cut'to size, ground or siftec:lA ....... Free 10 p.c. 17} p.c. Free 10 p.c. 174 p.c.

5j0c Vegetable fibres, horse hair, and mixtures of vegetable

fibres and horse hair, for use:ixi(',the manufact}xre of [P v '
Lo e R . .

b,r'ot;ms_afﬁd brushes... ... e iann ol Free Free 7% p.c. Free Free _ 7i pee.
5404 - Piassava fibre, not coloured, ‘nor further manufactured
than dried, cleaned, cut to size, ground and sifted.... Free Free Free Free Free Free
. N N I . "
641c Cordage, exceeding one inch in circumference; wholly of - N ) S ;. .
yegqtable, fibres, .O.p.ieevii,.alt copeimeeianeie, 17dpe. 22} p.c. 25 p.c. 173 p.c. 22% p.c. 25 p.c.
541d Co}dage, exceeci‘ihg" one inch in éi:rgﬁmference, n.o'.p..'..: 20 p.c. 224 p.c. 25 p.c. 20 p.c. 224 p.c. 25 p.c.
568  (3) Knitted fabric wholly of cotton, in the web, for use ) X ,
in the manufacture of rubber boots and shoes........ 10 p.c. 20 p.c. 25 p.c. 10p.c. 20 p.c. 25 p.c.

669g Firemen’s ‘helmets; safety-: Bélﬁe'{;s f_o.x" mdustnal pu;'; L

1. . 1,poses; parts of such helmets.....,........ e .-wee.. Free Free Free Free Free Free

4. Resolved, that Schedule A-to-the Customs Tariff be amended by striking out tariff items.180e, 180f.:188. 206b, 208z, 23i¢£,‘296g, 399a, 431h, Hénﬂ.,.MOnl., 4624,
4621, 469,-478(2), 570a(2), 597d, 696(1) and 703b, and. the enumerations of goods and the rates of duty set opposite each of these items, and by inserting therein the

following items, enumerations of goods and rates of duty:; « -,

9i Feeds for use exclusively in the feeding of trout............ Free Free 25 p.c. 15 p.C. 20 p.o. 25 p.c.
e v - . ....Onandafter July 1, 1964 15p.c. . . 20p.c. . 25pe. . . . i
"XIBOé Plans and drawings, related specifications, any substitute , , " ' ' . ' T
- therefor, reproductions of the foregoing ezcept reproduc- i ’ : Y B

tions of Canadian originals, for the manufacture, assembly,
erection, installation, operation or maintenance of ma-
chines, test sets, engines, apparatus, appliances, plant . .
equipment, and parts thereof................c.cuun. .. . Free Free Free Free Free

bl
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Rates in Effect Prior to

Rates Proposed in this Budget \
. Most-
. - . ) British Favoured- British Most-
Tariff . —_— Preferential Nation General Preferential Favoured-Nation General
Item ' Tariff Tariff Tariff Tariff Tariff . Tariff
180f Plans and drawings, related specifications, any substitute ’
therefor, reproductions of the foregoing, n.0.p.; maps and . RN . e -
CRATE8, M0 Do oo oo iiieiiiiiiininannnen eereneaens 12} p.c. 20 p.c. - 27% p.c. . 123 p.c. 20pe.. . 22% pic.
o ’ Free Free ’ Free
188 Plain photographic base paper, prepared for and lo-be .. .
coated with @ silver haloid emulsion, for use in the manu- B !
facture of photographic paper........... P e Free Free 25 p.c. Free Free 25 p.c.
. : o . T o ' Free ~ Free * 10 p.c.
206b Dextrose (glucose) solutions and levulose (fructose) solu- R
: tions, prepared for parenteral administration in thera~
peutic treatments; component materials and -articles o B " co FE ,
to be used in making such preparations.............. Free Free Free Free Free Free
B 174 p.c. 20 p.c. 04 p.c.
- 208z Materials and: parts, entering into the cost of cyanide of )
calcium, cyanide of potassium and cyanide of sodium, )
for use in the manufacture of cyanide of calcium, - :
) cyanide of potassium and cyanide of sodium......... Free Free Free Free Free Free
220b Phenylalanine deficient dietary preparations specially com- : v -
pounded for use in the treatment of phenylketonuria. .. ... Free Free 25 p.c. 15 p.c. 20 p.c. 25 p.c.
937a Deuterium oxide or héavy water; uranium in the form of .
pigs, ingots, billetsorbars....................... .. Free Free 25 p.c. Free Free 25 p.c.
[ " On and after July 1, 1964 Free 15 p.c. 25 p.c. Free 15 p.c. 25 p.c.
, ’ (On and after July 1, 1963)
2969 Sodium calcium borate ore for use as a fire retardant... Free Free 25 p.c. Free Free 25 p.c.
On and after July 1, 1964 15 p.c. 20 p.c. 25 p.c. 15 p.c. 20 p.c. 25 p.c.
(On and after July 1, 1963)
3092 Pipes or tubes of iron or steel, commonly known as “oil-
country goods’, being casing or tubing, fittings, cou- a
plings, thread protectors and nipples therefor; sucker - - B
rods, pony rods, polished rods and couplings therefor;
seismograph drilling bits, in sizes three and one-half
inches to four and three-quarter inches inclusive; all } . _
— _of the foregoing for use in connection with natural gas - : o B
== “oroilswells........ ool 5p.c. 10 p.c. 20 p.c. . Bp.c. , “10 p.c. .. _20p.c.
) o ; lO.p.c. . ‘2‘2} p.g:,' oL 35 pe. .
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431k  Geophysical surveying precision instruments and equip-
- ment for use exclusively in prospecting for, or in the
exploration and development of, petroleum, natural
gas, water wells and minerals, or for geophysical stud-
les for engineering projects, including the following:
Magnetometers; gravity meters and other instru-
ments desugned to measgure the elements, variations
and distortions of the natural gravitational force; field
potentiometers, meggers, non-polarizing electrodes,
and electrical equipment for making measurements
in drill holes; instruments and equipment for seismic
prospecting; geiger muller counters and other instru-
ments for radioactive methods of geophysical pros-
pecting; electrical and electronic amplifying devices
and electrical thermostats designed to be used with
any of the foregoing; sodium iodide crystals, thallium
activated, in rough cut blanks, when imported to be
manufactured into parts for use in instruments for
prospectmg all the foregoing of a class or kind not
made in Canada and parts, tripods and fitted carry-
ing cases for any of the foregoing. ......ccivvvernnns .

440m Aircraft, not including engines, under such regulations as
the Mmlster may prescribe:

1. When of types or sizes not made in Canada.......

- On and after July 1, 1964

N

440n Aircraft engines, when imported for use in the equip-
ment; of aircraft:

1. When of types or siZes not made in Canada........
On and after July 1, 1964

455 Locks for use in the manufacture of portfolios, luggage
and tackle bozes; frames and fittings therefor, wholly
of metal for use in the manufacture of gladstone bags

462d Cinematograph and motion picture cameras and camera
blimps for use by professional motion picture producers
having studios in Canada equipped for motion picture
production; parts of the foregoing........... feereaees

Free

Free
Free

Free

Free

5 pre.

Free

Free

Free
15 p.c.

Free
15 p.c.

5 pec.

Free

30 p.c. Free
10 p.c.
20 p.c.
274 p.c. Free
274 p.c. ‘Free
27} p.c. ‘ Free
27% p.c. Free
35 p.c. -5'p.c.
15 p.c. Free

Free 30 p.c.
22% p.c. 35 p.c.
20 p.c. 30 p.c.
‘s B
Free 27% p.c.
15p.c. 27% p.c.

(On and after July 1, 1963)

Free . 273 p.c.
15 p.c. 274 p.c.
(On and after July 1, 1963)

Spe. o 3Bpie - -




Tai.i.ﬁ.‘ _
Item

Rates in Eﬁect Priorto . "o

‘Rates Proposed in this Budget

ost-

‘.. British Favoured- British
Preferential Nation
Tariff Tariff Tariff ~ Tariff

General

Preferential

Most-
Favoured-Nation
. Tariff

- General
_ Tariff

462¢ Optical and magnetic sound equipment;
Dollies, or other mobile mounting units for motion pic-
ture cameras; _
Booms, without w1rmg, for use with microphones;

Motion picture editing equipment, namely: film editing
machines, film splicers, ﬁlm synchronxzers, film
viewers, rewinds; - .

Parts of the foregoing;

All the foregoing when for use in the production of mo-
tion pictures by professional producers having studios
in Canada equipped for motxon plcture productxon. cia

469 Machine card clothmg
(1) -For use on roller clearer COTa8. .o v e e

(€I 07 N

478  (2) Aural, nasal, mastectomy and other medical or surgi-

cal prostheses materwlsfor use in reconstructive surgery; . .
ileostomy, eolostomy and urinary appliances designed .

Free Free - 15p.c. - ‘Free -

10 p.c. 20 p.c. 25 p.c. 10 p.c.
Free 10 p.c. 25 p.c. 10p.¢.

to.be worn by an individual; materials and articles -

required therew1th for proper application and main-.

BENANCE. ... .o veieet et eennrransaasarannaaans

‘Free Free Free Free
15 p.c.
Various

570a (2) Carpetmg, rugs, mats and mattmg of paper;. atair :

5974 Musical instruments, namely:
Autoharps, clavichords, harpsichords, harps;
Bass viols, violas, violins, violoncellos;
Strings for the foregoing;
Recorders, xylophones;

Bassoons, clarinets, Enghsh horns, fifes, ﬂutes oboes,
plcolos, saxophones, practice chanters; B
Parts of the foregoing...........oviiiiiiniien. )

: 15 p.c. 22% p.c. 30 p.e. 15 p.c.

Free Free 30 p.c. Free
15 p.c.

Free
20 p.c.
Various

224 p.c.

Free
174 p.c.

L]

D
(<]
k-
I}
78,

Pree
27% p.c.
Various

25 p.c.

30 p.c.
30 p.c.
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© 696

) Phllosophlcal and scientific apparatus (and anmllary '

equipment thereto), utensils, instruments, and prepar-
ations, including boxes and bottles containing the
same; maps, charts, photographic reproductions and

other pictorial illustrations; video lape recordings; - --

stencils and cards, specially designed for the preparation
of library index cards; casts as models; animals as re-
search or expenmental subjects; living plants, seeds,

cuttings, buds, scions, tubers, bulbs and roob—stock o

mechanical equipment of a class or kind not made in
Canada; parts of the foregoing. All articles in this
item, when for the use and by order of any society or
institution incorporated or established solely for
religious, philosophical, educational, scientific or

.. literary purposes,.or for the encouragement of the fine

arts, or for the use and by order of any public hospital,
college, academy, school, or seminary- of learning-in

- Canada, and not for sale or- for rental, under such

regulatlons as the Minister may prescrlbe ............

703b (1) Goods valued at not more than twenty-five dollars

cincluded in the baggage accompanying residents of
Canada returning from abroad after an absence from
Canada of not less than forty-eight, hours and acquired
by them for personal or houschold use or as souvenirs
or gifts, but not bought on commission or as an accom-
modation for other persons or for sale, under such
regulaﬁlons as the Minister may prescnbe. iaeaiaa s

A resident of Canada shall not be entltled to the
.exemption herein granted within a period of four
.months from the date of the last exemption allowed,
nor shall the exemption be allowed on alcoholic bev—
erages in excess of one quart, or on tobacco.in excess
of fifty cigars, two hundred cigarettes and two pounds
of manufactured tobacco

(2) In addition to.the exemption provided for in part (1)

of this item, a resident of Canada returning from a
point beyond the continental limits of North America
after an absence from Canada of not less than fourteen

days may elect to avail hlmseli of the following

special exemption:.

Free '~

-Free

;Eree

" Free’'

Free

Free
" ....15.p.c...
15 p.e.
10 p.c.

+Eree

" Free
. 20 p.c.

22% p.c.
22} p.c.

Free

Fréé !
.30p.c. . ...
25 p.c.

35 p.c.

Free

g



‘ ' o Rates in Effect Prior to
' Rates Proposed in this Budget

Most-
. . . British Favoured- British Most-
Tariff . —_— - - Preferential Nation General Preferential Favoured-Nation General
Item Tariff Tariff Tariff Tariff Tariff Tariff
708b Goods valued at not more than seventy-five dollars
(Cont.) (not including alcoholic beverages, cigars, cigarettes
or manufactured tobacco), acquired in overseas coun--
tries by residents of Canada during an absence from
Canada of not less than fourteen days and acquired
by them for personal or household use or as souvenirs
or gifts, but not bought on commission or as an accom-
modation for other persons or for sale, under such
regulations as the Minister may prescribe...:........" Free . Free: Free. Free Free, Free

All goods admitted under the forégoing special.
exemption shall be declared by the resident at the
time of his return to Canada, and any person who has
availed himself of the special exemption is not entitled
to any further exemption under item 703b within a
period of twelve months from the date the last special
exemption was allowed.

Goods entitled to entry under this tariff item shall
be exempt from all imposts, notwithstanding the pro-
visions of this Act or any other Act.

5. Resolved, that Schedule B to the Customs Tariff be amended by striking out item 1004 and the enumeration of goods and the rate of drawback of duty set
opposite that item, and by inserting therein the following item, enumeration of goods and rate of drawback of duty:

Portion of Duty
(not including Special

Item Goods When Subject to Drawback Duty or Dumping
No. ) Duty) Payable as
Drawback
1004 Steel. . ' When used in the manufactur_é of files..coonviuriiiiinnnen 9§ p.c.

6. Resolved, that any. enactment f'oph‘(l'ed upon the 'fbregbiigg resolittions shall be deeméd to have come into force on.the fbulfteénth day of June, 1963, Qnd to ha'vé

applied to all goods mentioned in the said resolutiofis impotted or taken out of warehousefor consumption on or after that day, and to have applied to goods previously
imported for which no entry for consumption was inade before that day.- -~ - .

9



Resolved that it is expedient to introduce a measure in the following terms:

1. The Order of His Excellency the Governor in Council of the 24th day of June 1962 expressed to. be made. pursuant to subsectlon (1) of section 4 of, the
Customs Tariff and pursuant to section 22 of the Financial Administration Act, shall be deemed for all purposes to have had the same force and eﬂ'ect as lf it
had been validly made on that day pursuant to an Act of the Parliament of Canada that suthorized the making of that Order. .

2. All rates of Customs duties more favourable than those of the General Tariff, and the benefit of any tariff more favourable than the General Tariff,
expressed to be withdrawn by the Order mentioned in section 1, shall be deemed to have been restored on the 1st day of April, 1963, and from and after the
1st day of April, 1963 the rates so restored and any tariff the benefit of which is 8o restored shall, subject to the provisions of the Customs Tanﬂ apply as
they applied immediately before the 25th day of June, 1962.
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FOREWORD

The purpose of these Papers is twofold:

1. to present a general economic review of 1962, bringing together in one
place and in eonvenient form some of the more comprehensive indicators
of economic conditions prepared by the Dominion Bureau of Statistics,
the Bank of Canada and other Government Agenmes together with
brief comments;

2. to present a ‘preliminary review of the Government Accounts for the
fiscal year ending March 31, 1963. S

41
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Part 1
ECONOMIC REVIEW OF 1962
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The tables in this Budget Paper are based upon estimates provided by the
Dominion Bureau of Statistics, the Bank of Canada and other Government
Agencies. Some of the figures appear for the first time; others have been published
elsewhere. All 1962 estimates are preliminary and subject to revision.
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PART I
ECONOMIC REVIEW .OF 1963
GENERAL

The normal cyclical recovery which had begun in the early months of 1961
slowed appreciably in the course of 1962. The western grain crop was better than
average, in contrast to the 1961 crop which was not much more than half the
recent average and this improvement helped to offset the effects of the slowdown
in the non-agricultural sector. The Gross National Product in 1962 was about
8 per cent above that of 1961, but prices rose about 1.7 per cent and’ consequently
the increase of G.N.P. in real terms was about 6.2 per cent on a year-to-year
basis. From the fourth quarter of 1961 to the fourth quarter of 1962 (which
covers the course of 1962), real non-agricultural output increased by about 4
per cent.

In the seven calendar quarters since the recovery began, and for which latest
data are available, expenditures on goods and services both by persons and by
provincial and municipal governments rose léss rapidly than in comparable peri-
ods of the two preceding upswings. Investment, while stronger than in the rather
weak recovery of 1958-1959, failed to provide the continuing stimulus to the
economy which had characterized the 1954-1956 upswing. Two factors con-
tributing to the current recovery were an improvement in the current account
of the balance of payments and the already-noted increase in farm output,
which was reflected in an accumulation of farm inventories.

Non-agricultural employment in both goods-producing and service indus-
tries increased until about mid-1962, and then showed no clear trend to the end
of the year. For the year as a whole non-agricultural employment was 3.5 per
cent higher than in 1961. Agncultural employment continued to decline. The
increases in employment took place throughout the various regions of the
country, but were smallest (both in absolute and relative terms) in the Atlantic
Provinces. For rather special reasons, the labour force grew at a much slower
pace than in recent years. As a consequence, unemployment declined from over
7 per cent in 1960 and 1961 to just under 6 per cent in 1962.

Prices and costs rose slightly more in 1962 than they had in 196i. The de-
cline in value of the Canadian dollar and the.imposition of tariff surcharges at
the time of the mid-year exchange erisis were contributing factors. At the same
time prices and costs in other industrialized countries increased more rapidly
than did Canadian prices and costs. As a result of this and the new exchange rate
the Canadian competitive position improved.

The exchange crisis which developed during the spring of 1962 was accom-
panied. by instability in financial markets. On June 24th drastic measures were
taken to deal with the situation including the introduction of a fixed Bank Rate
at 6 per cent, a major reduction in the money supply, and the imposition of tariff
surcharges. Massive financial assistance was received from abroad. The flight of
capital was halted and, after an interval, it” was induced to return. As capital
began to-flow back, interest rates were reduced from their summer peak and by
the end of the year were not much above the rates in January.

The followmg sections discuss the above developments in more detail.

THE NATIONAL ACCOUNTS

i+ = NarioNaL INCOME AND. PRODUCT

The Gross National Product rose from the first quarter of 1961 through to
the fourth quarter of 1962. The expansion during 1961 was fairly rapid, as is
typical in the early months of a cyclical upswing. By the end of 1961 the expansion

43
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TABLE 1
NATIONAL INCOME AND GROSS NATIONAL PRODUCT

(Seasonally Adjusted at Annual Rates)

Preliminary 1962

i ] 1961
o 1Q 20 | 3Q | 4 1Q° | -2Q [ :3Q -3 4Q -
- ] (Millions of dollars) . .
1. Wages, saianes, and supplementary labour income.................ccivem.. 18,588 18,508 | - 19,244 19; 532 19,940 20,268 20 500 20,7284
2. Military pay and allowances. . ........c.iviinreniieeniciniianenirnenans 532 544 | - 560 564 600 588 600 - 556
3. Corporation profits before taxes and before dividends paid to non-residents. 2,972 3,424 3,612 3,832 3,720 3,836 3,772 | . .3,968.
4. Deduct: Dividends paid to non-residents®..............ccooieiieiinen... —736 —532 | - —548 —532 —576 - —636 . —_512, v —556.
5. Rent, interest, and miscellaneous investment income............ [ 2,560 2,512 2,728 2,712 2,692 2,732 2,720 | ---2,928;
. 6. Accrued net income of farm operators from farm production®. ... ......... 1,040 952 992 916 1,416 1,420 1,452 ‘1,276
7. Net income of non-farm unincorporated business................. ...t 2,184 2,224 2,400 2,348 2,432 2,360 2,344 . 2,384
8. Inventory valuation adjustment®. ... 56 —52 —144 —128 —108 ~176 —196 —~48
9. National Income (1+2+3-+4-+5+64+748).....coiiiiiiiiiiiniiniin. 27,196 27,980 28,844 29,244 30,116 | 30,392 30,680 31,23'6:
10. Indirect taxes less subsidies. ... ... ... .o iviiiiiiiit ittt 4,596 4,656 4,592 5,020 5,152 5,192 5,424 5,27;6::-
11. Capital consumption allowances and mlscellaneous valuation adjustments. . 4,492 4,472 4,564 4,628 4,660 4,704 4,756 4,900
12. Residual error of estimate..............co..iiin —48 40 —296 —296 —380 —240 © =104 —160.
13. Gross National Product at Market Prices (8+9+10+114+12)........... - 36,236 37,148 37,704 38,596 39,548 40,048 40,756 41,25_2"
14. (Gross National Product at Market Prices excluding Accrued ‘\Iet Income . T
of Farm Operators)......o.eeeeierieeneneruenrnneneeoesitiinninenns (35,196)] (36, 196) (36,712)] (37,680) (38,132) (38,628)]. (39,304) (39,976)

income. Also includes some net profits of non-Canadian non- -financial corporations.
®TIncludes accrued earnings arising out of the operations of the Canadian Wheat Board.

WIncludes withholding tax applicable to this item. Since the withholding tax is also part of National Product it is included again in rent, mterest and mlscellaneous

8ee footnote 2, Table 2.

2

3%
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(HSEASONALLV ADJUSTED AND AT ANNUAL RATES

began to moderate and throughout 1962 was less-than during the preceding year.
‘(See Table 1 and the accompanying chart.) In 1962, there -was an improvéd agri- -
cultural output. As a result of drought conditions in the Prairies the grain crop
in 1961 was far below normal, while in 1962 the western wheat crop amounted
‘to 540 million- bushels, about double that of the preceding year. Agricultural
prxces in 1962 were hlgher -and the combination of better erops and ‘higher
prices added about’ $400 million to the Gross National Product, which rose by
8 per cent. Prices were 1.7 per cent above 1961, while the volume of economic
activity rose by 6.2 per cent. The accompanying chart and Table 5 show that
since the beginning of 1961 the gains in the value and volume of output exceeded
that of the immediately preceding upswing in 1958-1959 but were below those
of 1954-1955. By the fourth quarter of 1962, the volume of non-farm real outpu't
was almost 10 per cent above the low point of activity in the first quarter of
1961 and had exceeded the previous cyclical peak by 9 per cent.

In 1962, output in the goods-producing industries was about 8 per cent
above 1961. The increases in output during 1962 were considerably smaller
than those which took place during the initial period of the upswing in 1961.
‘Apart from agriculture, ‘output in 1962 in other goods industries was between 6
and 7 per cent above 1961. This gain was distributed among all major industries.
'Manufacturmg production’ rose by 8 per cent with durable goods production
showing an increase of 11 per cent. Part of the explanation of this is the more
volatile nature of durable .goods production; with this group declining more
rapidly in-downswings and-increasing more rapidly in upswings. Nevertheless,
by the fourth quarter of 1962 output in durable goods industries was 12 per
‘cent above the previous cyclical peak in the first ‘quarter of 1960, while, as
previously noted, non—agrlcultural output, mcreased by 9 percent durmg this
thirty-three month period.

R
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Output in the non-durable goods sector was about 5 per cent higher in 1962
than in 1961. There was almost no change in non-durable goods output in the
course of 1962. In the year-over-year comparison, the largest gains were made in
rubber products, clothing, textile, paper products, petroleum products and
chemical industries. Other non-durable goods industries showed more moderate
gains in the same comparison.

The forestry, fishing and trapping industries also showed year-over-year
increases. The output and distribution of electric power and gas utilities rose
by more than 6 per cent, or about in line with total real output, in the year-
over-year comparison. In the construction industry, output was about 13 per cent
higher in 1962, due mainly to increased activity in housing.

Mining output in 1962 was 8 per cent above 1961. The gains were somewhat
auneven. Production of metals did not increase as much as other sections of the
industry: there was some gain in copper output, while nickel output was very
much higher in the first half of 1962 than in 1961, but fell below year-earlier
levels in the second half in the light of inventory adjustments. Output of non-
metallic minerals, especially asbestos, increased, as did output of fuels, notably
natural gas and petroleum, where exports to the United States increased, along
with domestic consumption. Iron ore output also increased, reflecting increasing
foreign as well as domestic demand and the opening up of new facilities. Output
of zinc showed some gain, while that of lead and uranium declined.

Output in the service industries rose by about 4 per cent in 1962, about in
line with the average rate of increase in the past decade.

Turning to the flow of incomes in 1962, all major groups showed increases
over 1961. ,

Corporation profits typically drop sharply during cyclical downturns and
rise very sharply in the early stages of an upswing. Profits increased by 29 per
cent from the first to the fourth quarter of 1961 and then maintained a fairly
level rate of about $3.8 billion throughout 1962, which was 11 per cent above the
average of 1961. In the fourth quarter of 1962 profits were close to $4 billion.
The increases in profits may be attributed to expansion of output, relative sta-
bility of costs and the reduction in the exchange rate of the Canadian dollar.



TABLE 2
GROSS NATIONAL EXPENDITURE
(Seasonally Adjusted at Annual Rates)

e ’ 1961 : Preliminary 1962 .
“1Q | 2 | 3@ | 4Q 1Q 1 .2Q '} 3@ | 4Q
N (Millions of dollars) : o

1. Personal expenditure on consumer goods and services............c.coevn...| 23,920 24,372 24,732 24,9201 25,540 25,502 | 25, 696 26,168
2. Government expenditure on goods and F153 4 T TN 7,088 7,0763 7,268 7,388 7,384 7,900 7,824' 7,776
3. Business gross fixed capital formation®. . ....... et .. 6,564 6,500 6,692 6,784 " 8,888 - 6,860 7,016 . 7,052
New residential construction..... .. 1,412 1,448 1,496 1,476. 1,536 1,564 1,616 :1,592

. New non-residential construction.. . 2,604 2,632 2,704 2,792 2,756 2,676 2,588 2,652

New machinery and equipment........cooevuuiiiinriiiiiiiniineann. 2,548 2,420 2,492 2,516 2, 596 2,620 2,812 2,808

4, Value of physical change in inventories—total®............... e —268 —56 —484 232 384 360 1,016 500
Non-farm business inventories................ocviiiiin., — 372 —44 776 200 328" 800 . 172

Farm inventories and grain in commercial channels —268 —428 —440 —~544 184 32 216 328

5. Exports of goods and services®...... e ‘7,264 7,492 7,856 7,912 7,940 | 8,272 8,248 8,436
6. Imports of goods and services® .. ... ... ..ot i f-8,380 —~8,196 | —8,660 | —8,9321 —8,972| —9,176 | -9,144 —8,840
7. Residualerrorof estimate...............ccooiiiiiiiiii 8] -4 300 292 384 240 1 100 160
8. Gross National Expenditure at Market Prices (14-2-+-3+41+54647)..... 36,236 37,148 37,704 38,596 |- 39,548 40,048 40,756 41,252

(Includes private businesses and institutions, and publicly owned business enterprises.

®MThe book value of inventories is deflated to remove the effect of price changes and the derived ‘‘physical’’ change is then valued at average prices of the
current period to obtain the value of physical change. The difference between this value of physical change and the change in book value is called the inventory valua-
tion adjustment (see line 8, Table 1). :

®Minor adjustments have been made to the figures of current receipts and payments shown in Table 29 to achieve consistency with the other component series.

Ly



TABLE 3

~ GROSS NATIONAL EXPENDITURE IN CONSTANT (1957) DOLLARS
(Seasonally Adjusted at Annual Rates)

1961

Préliminary 1962

A3 :
1Q 2@ | 3Q | 4Q Q71 2@ 1 3Q. | 4Q
(Millions of dollars).

1. Personal expenditure on consumer goods and services.......... e o.ea) 22,580 23,008 23,276 23,416 23,912 | 23,82§ 23,784 24, 136
2. Government expenditure on goods and services................oovenene... 6,472 6,464 6, 604' 6,636 6, 5:141' 6,948 6,836 6,716
3. Business gross fixed capital formation 6.012| 6012] 6176| 628| 6,28| 6,10 628 6,284
New residential construction...... .. 1,288 1,320 1,364 1,340 1,376 1,392 1,424 1;396

New non-residential construction. 2,424 - 2,444 2,520 2,584 2,532 2,440. 2,352 2,396

" New machinery and equipment. .. 2,360 2,248 2,292 2,304 2,360 2,360 2,508 | 2,492

4. Value of physical changes in inventories—total........................ —292 —56 —480 256 416 " 396 960 424
Non-farm business Inventories. ......c.ovovevieneiieinnennaans 8 388 —52 744 204 316 156

Farm inventories and grain in commercial channels —300 —444 —428 —488 212° 80 268

5. Exports of goods and servxces. R TSR RR TR 7 116 7,340 7,584 7, 568 ' 7,536 7,776 7 880
6. Imports of goods and services...... L R R PR PRTR —8 084 —-7,908 | —8,148 | —8,308 —8,248 { 8,332 —-8 008
7. Residual errorof estimate.........c..oveviiiieiiiiiiniii i 44 -36 280 272 356 220 | - 144
8. Gross National Expenditure in Constant (1957) Dollars (1+2+3+4+ : I h : i N e e R
3B R S O SRR 33,908 | 34,824 35,292 36,068 36,784 37,028 37,392 37,576

8%
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- Labour income rose'to anannual.rate of $20.7 billion in the fourth quarter
of 1962, almost 12 per.cent above-the first quarter of 1961. During this period,
average hourly-earnings in manufacturing rose by about 51 per cent while the
length of the work" Week increased by one per cent. The number of non-farm
employees was 5.5 per cent higher in the fourth- quarter of 1962 than in the
first quarter of 1961.

‘Rent, interest and ‘miscellaneous investment income and net income of non-
- farm umncorporated busmess all increased in 1962. :

Net farm income, 'which includes changes in farm inventories, showed a very
large increase over 1961 due mainly to the big increase in the western grain
crop. Net farm income a,veracred $1.4 billion, about 43 per cent above the low
level of 1961. Farm cash income.was mamtamed in 1961 by a substantial drawing
down of farm stocks. In 1962 farm inventories increased moderately. Farm cash
income in 1962 was 4.3 per cent above that of 1961.

NATIONAL EXPENDITURE

Since the beginning of the upswing in the early months of 1961, all of the
major componerits of demand have shown some increase. Accompanying Tables
4 and 5 provide analytical detail of the components of Gross National Expend-
iture for the first seven quarters of upswing following the low points of activity
in 1954, 1958 and 1961. These tables supplement and fill out the broad picture
outlined in the chart on page 7. Table 4 shows how much the absolute change in
the various G.N.E. components contributed to the total change in G.N.E. (and
output). Table 5 shows the percentage change in the G.N.E. components for
the relevant seven quarter, pemods

As may be seen from Table 4 ‘the most important contrlbutors to the current
upswing in demand have been consumer demand, exports, and outlays by prov-
incial and municipal governments for goods and services (including large sums
for capital outlays financed by the federal government). Business investment
has played only a modest role so far, as the relative increase in non-farm business
inventories has been smaller than in preceding upswings. Imports have supplied
a much smaller amount of increase in total demand in the upswing so far,
compared to earlier upswings, and domestic output has consequently been
that much larger.

) TABLE 4 ' .

PER CENT CONTRIBUTION OF GNE COMPONENTS TO TOTAL-CHANGE IN
- GNE SEVEN QUARTERS AFTER TROUGH

1954-1956 1958-1959 19611962
Personal expenditure on consumer goods and services........ 43.0 . 60.1 45.8
Non-Durable goods...............cccuirriiinnnennns 18.0 23.0 21.4
Durable goods. .........ccoiviiiiiiiiriniiinann. e veeaaes 7.5 5.8 9.6
ServiCes. o v v e 17.5 81.8 14.8
Government expenditures on goods and services. . 12.8 16.7 14.0
Federal .. ... o e 1.9 —1.8 —0.4

Provincial and Municipal.....................ooiiil 10.9 18.0 144
New residential construction.............cooeeieiniivvninnss 8.2 2.6 3.7
New non-residential construction........................... 11.4 —6.7 1.0
New machinery and equipment..................c.cvvuns. 7.6 3.5 5.3
Non-farm business inventories......................ceon... 25.7 27.6 3.5
Farm inventories and grain in commercial channels......... 7.3 2.3 12.2
Exports of goods and services.................c.coiiinnnn.. 20.8 20.3 23.9
Imports of goods and services (—)...........ccovvvvvninn.. —36.8 —26.4 —-9.4
GNE (ex.error)........... e e 100.0 100.0 100.0

Trough periods are 2Q 1954, 1Q 1958 and 1Q 1961.
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.- For the seven quarters since the upturn of early 1961, the increase in exports
. of goods and services has exceeded the increase in imports of goods and services.
Because of this the economy has received a net stimulus from international
trade since the beginning of the upturn. By contrast, in the first seven quarters
of the two preceding upswings, the balance of international trade acted in the
opposite direction. '

Table 5 shows that the expansionary effect of the balance of payments in
the current upswing has come about both from the export side as well as the
import side. The increase in exports of goods and services currently has exceeded
that ‘of *1958-1959, although below that of 1954-1955. By contrast, imports of
goods and services have risen less than exports in the-current period, and by
substantially less than imports in the two preceding periods. Some further
analysis of this appears in the section on Balance of International Payments.

TABLE 5

CHANGES IN COMPONENTS OF GROSS NATIONAL EXPENDITURE OVER
THREE POST-WAR EXPANSIONS

(Seven Quarters after Trough)

1954-1956 | 1958-1959 1961-1962
Per cent Per cent Per cent
change change- change
7 Quarters. 7 Quarters 7 Quarters
after 2Q after 1Q after 1Q
1954 trough | 1958 trough | 1958 trough
Personal expenditure on consumer goods and services....... . +13.7 . +10.5° +9.4
Non-Durable goods...........c.vviiiiiiieiiiiirinnannnns +10.7 +7.8 +8.7
Durablegoods. ............... et +19.7 +7.9 +18.6
B . T +16.1 +15.8 +7.8
Government expenditure on goods and services.............. +14.6 +10.3 +9.7
€deral. .. e e e +3.9 -1.7 0.7
Provincial and Municipal..........cooooiiiiiiiiiiinan, +27.3 +21.0 +16.8
New residential construction +36.0 +5.9 4+12.7
New non-residential construction +35.4 —8.5 +1.8
New machinery and equipment +19.4 5.2 +10.2
Non-farm business inventories.............c....... (4-81308m.) | (+$1008m.) | (4$172m.)
Farm inventories and grain in commercial channels (+%372m.) (+%84m.) (+8596m.)
Exports of goods and services..............coouv.e e +20.7 +11.7 “+16.1
Imports of goods and services. ........cooviviiieiieiiiinne +33.5 +13.2 +5.5
Gross National Expenditure at Market Prices +20.0 411.0 +13.8
Final Demand (ex. inventories).................. +17.4 +8.8 +10.3
GNE in Constant (1957) Dollars............... e eeaeraees - +16.8 +6.3 +10.8
Real Non-agricultural Gross Domestic Product............ ~ +16.0 +8.7 +9.7

~ The role of fixed investment has varied in the first seven quarters of the three
business upswings. In the current period, the increases in both housing and
business investment have been greater than in the 1958-1959 period. This partly
reflects the fact that, in this earlier period, adjustments were taking place follow-
ing the high levels reached in the investment boom of the mid-1950’s. Compared
to the 1954-1955 period, investment in the current upswing has been a less
dynamic force. That is to say, investment has increased at somewhat less than
the rate of total output, whereas in 1954-1955, the increase in investment was
substantially above that of total output. = ,

Government spending on goods and services increased somewhat less rapidly
during the current expansion than in the two preceding.. The entire increase has
been accounted for by provineial and municipal governments (although it should
be noted that a substantial part of the capital outlays by these governments
has been financed by the federal government). ( _ :
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The smaller relative increase in non-farm inventories in the current up-

" swing has already been noted and is related, in part at least, to the ready avail-

ability of supplies, greater consciousness of costs of carrying excessive inventories,

1mproved methods of inventory control-and to the adaptation of business de-

cisions to a non-inflationary environment. The larger increase in farm inventories

during 1962 reflects the far below average grain crop in 1961 and the larger than
average crop in 1962.

Consumer spending rose less rapidly in the current upswing than in the two
preceding periods (Table 5) and accounted for a considerably smaller share of
the total increase in G.N.E. than in 1958-1959 and about the same as in 1954-
1956 (Table 4). In the seven quarters beginning early in 1961, consumer spending
on- both non-durable -goods and, in particular, on durable goods (reflecting the
latest upsurge in new car buymg) increased more rapidly than in the 1958-1959
period, although less rapidly than in 1954-1955. In the current period increases
in spending on consumer services were below those of the two preceding upswings
The slower rise in services is partly attributable to smaller pnce increases in
the current period than in the preceding upswings.

Turning briefly to developments in 1962 alone, the same broad picture
obtains as that described for the entire expansion beglmng early in 1961.

Consumer spending rose moderately throughout 1962, with some variation
by components. Expenditures on non-durables and services increased generally
throughout the year, and following an increase in the first-half of the year there
was a decline in durable goods spending in the third quarter, due to a shortage
of new model cars. For the year 1962 as a whole, new passenger car sales rose
about 15 per cent to an estimated 504,000 vehicles. Sales of North American
models rose about 28 per cent, while sales of European models declined by about
26 per cent. '

Government expenditure on goods and services increased in the first half
of 1962 and then subsequently declined, due entirely to lower expenditures at
the federal level, as provincial and municipal expenditures rose in the final half
of the year.

Housing outlays were higher throughout 1962, at an annual rate of about
$1,580 million, 8 per cent above the 1961 average. Housing starts rose in the
ﬁrst half of the year and then following some decliné remained relatively stable.
For 1962 as a whole, housing starts were about 130,000, compared with 126,000
in 1961. Housing completions moved irregularly within 1962, and totalled about
127,000, compared with 116,000 units in 1961. The number of single dwellings
started in 1962 showed some decline within the year, while multi-unit dwellings
(e.g., apartments) showed some increase. Further comments on housmg are con-
tained in the section on financial developments.

Quarterly data on business fixed investment indicate that new non-resi-
dential construction declined slightly to the third quarter and then rose to about
the annual rate of $2.7 billion in the fourth quarter, approximately the same
as the 1961 annual figure. Investment in-new machinery and equipment in-
creased steadily to a rate of $2.8 billion. in the last half of the year and for 1962
as a whole it was about 9 per cent above the 1961 annual average.

Non-farm inventories showed a small accumulation in the first half of
1962 and then were built up rapidly at an annual rate of $800 million in the
third quarter. The following table shows that the accumulation took place at
.the manufacturing.and retail levels.
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TABLE 6
CHANGES IN NON-FARM BUSINESS INVENTORIES
(Seasonally Adjusted at Annual Rates) :

] 1962
Q | 29 |.3Q | 4Q | Year
(Millions of dollars)
Manufacturing.......... P e 128 —12 396 | 156 167
Durables........... . —-52 | 80 | 204 144 | 94
Non-Durables : P 180 -92 192 12 73
Wholesale................. —48 —96 ‘72 . 132 15 .
Retail............ —40 232 388 —16 141
Other Industries.........c.cooeiiiiininanninan.. 160 204 —56 -100 52

TOtal... . e e 200 | 3| s | 12| 3%

Some of the increase in inventory holdings, which affected a number of
industries, took place against -a rising level of production in.manufacturing,
although the ratio of stocks to shipments increased somewhat. However, the
rate of increase was too rapid to be accounted for by production needs alone
and some of the incréase was undoubtedly related to the effects of the exchange
emergency, which might have resulted in some anticipatory buying. By the early
months of the fourth quarter, the rapid increase in manufacturing inventories
came to an end, and for the fourth quarter as a whole, non-farm business
inventories were belng accumulated at a more moderate rate.

Exports rose in the first half of 1962, were steady in the third quarter, then
rose again in the fourth. Imports, on the other hand, rose in the first half, were
steady in the third quarter, then declined in the fourth quarter. The result of
these movements was that the current account deficit (on the National Accounts
basis) declined throughout the year from an annual rate of $1.0 billion in the
first quarter to $0.9 billion in the second and third quarters, and to $0:4 billion
in the fourth. A more complete analy51s of the balance of payments is given.in a
subsequent section. . .

PERSONAL INCOME AND 1TS DISPOSITION

. Personal income for 1962 was 8.0 per cent above 1961, in line with the in-
crease in Gross National Product. During the course of 1962 the expansion of
personal income was slower than during the earlier part of the upswmg in 1961
All 'of the major components showed year-to-year increases.

TABLE 7
SOURCES .OF PERSONAL INCOME
— ] 960 | 1061 | Frelim.
(Millions of dollars)
1. Wages, salaries and supplementary labour income. . 17,459 | 18,251 19,068 | 20,359
Deduct: Employer and employee contributions to '
social insurance and government pension
funds........coiiiii e —652 —745 —787 —816
2. Military pay and allowances - 496 509 550 586
3. Net income received by farm operators from farm :
productlon ......................................... 1,126 1,178 949 1,402
4. Netincome of non-farm umncorporated busmess 02,2101 . 2,213 .. 2,289 2,380
5. Interest, dividends and net rental income of persons 2,599 2,836 2,985 3,186
6. Transfer payments to persons— .
(a) from government (excluding mterest) ........ . 2,755 3,129 3,408 | - 3,652
(b) charitable contributions made by corpora-
BIONS. Lt 443 40 R N Y
7. Personal Income (1+24-34-44546).............. 26,036 | 27,411 28,506 30,794
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Among the components, wages, salaries and supplementary labour income
rose throughout the year although at a diminishing rate. Farm income. was
very much higher in 1962 due mainly to a large grain crop followmg upon the
small crop in the preceding year. Substantial payments by the Canadian Wheat
Board -raised farm income considerably in the second quarter of 1962. Income
of® umncorporated business in 1962 was 4.0 per cent above the 1961 anniial
average due t0'increases in net income from retail trade, construction, commuhity
services. Interest and dividend payments to persons fell. slightly from the fourth
quarter of 1961 to the first quarter of 1962 and then increased to the fourth
quarter of the year. The increase during 1962 in transfer payments from
government (excluding interest) reflected in part the increase in payments from
the Old Age Security Fund, which more than offset the lower unemployment
ingurance benefit payments.

B TABLE 8
A ' DISPOSITION OF PERSONAL INCOME ’
Prelim.
— 1959 1960 1961 1962
¢ (Millions of dollars) .
1. Personal direct taxes— ,
(a) Income taXeS. ... ..ot iireinenniiaaens 1,744 1,978 | 2,131 -2,311
(b) succession duties and estate taxes. .. 130 158 144 166
(c) miscellaneous duties............ - 214 224 236 237
Total direct taXes. . ..........o.oeuen.... 2,088 | 2,360 2,511 2,714
2. Personal expenditure on goods and services—
Goods— :
(a) non-durable. 11,373 11,785 12,257 12,877
(b) durable... 2,678 2,669 2,697 . 2,913
[ 753 s 1T T e 8,540 9,058 1 . 9,532 9,959
R Total consumer expenditures............. 22,591 23,512 24,486 25,749
, 3. Personal saving— .
Total personal saving. .. 1,357 1,539 1,509 2,331
4. Personal Income (142+3)....... 26,036 27;411 28,506 30,794
5. Personal Disposable Income (4—1)................ 23,948 25,051 25,995 28,080

Personal disposable income followed somewhat the same pattern as personal
income during 1962 and was 8.0 per cent higher than in 1961. Personal direct
taxes at all levels of government (including, in addition to personal income taxes,
succession duties, and miscellaneous taxes) were about 8 per cent higher than in
1961, while personal income tax payments rose 8.3 per cent from the first to the
fourth quarter. Personal saving, i.e., personal disposable income less personal
spending, increased from the first to the second quarter, and then declined to

_the end of the year.

TABLE 9
PERSONAL SAVING

—_ ‘ 1956 1957 1958 1959 1960 1961 1962

Personal saving as per cent of :
personal disposable income . 6.5 5.7 7.1 5.7 6.1 5.8 8.3




54
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For 1962 as a whole, personal saving, which includes.changes in farm in-
ventories, averaged 8.3 per cent of personal disposable income. Excluding the
change in farm inventories, personal saving in 1962 was 7.8 per cent of disposable
income, compared with 6.9 per cent in 1961.

SoURCE-AND DISPOSITION OF SAVING

Total saving, which comprises the savings of the personal, business and
government sectors of the economy, rose from $5.7 billion in 1961 to $6.9 billion
in 1962. As noted in the previous section, personal saving rose by about $800.
million, and a substantial part of this increase reflected the higher levels of
personal income which, in turn, was affected by the sharp increase in farm net
income arising out of the performance of dgricultural output in the two years.
The counterpart to this element in personal saving is included in the accumula-
tion of inventories in the table on Disposition of Saving.

TABLE 10.
SOURCES OF SAVING
—_ | agse | ase0 | ower | Frelm
(Millions of dollars)

) Personal net saving..... R A e . 1,357 1,539 1,509 2,331
Business gross saving—total......................... | 5,185 5,338 | 5343 | 5,723
(a) Undistributed corporation profits............ 986 873 778 979

(b) Capital consumption allowances and miscel- o
laneous valuation adjustments. ............. Lo 4,204 4,459 4,539 4,755
(c) Adjustment on grain transactions........... . -5 6 26 -11
Inventory valuation adjustment......................| .- —122 " —80 —67 —132
Government surplus (+) or deficit (—)............... —556 =711 —905 =770
Residual error of estimate................ e —30 ,—99' —150 ) —9221
Total.........0% o0 ieeiaienne. FRUU L 5,834 5,987 . 5,730 | - 6,931




Another part of the increase in total saving in:1962;was accounted for by
business gross saving in the form of larger undistributed corporation profits and
capital consumption allowances.- Table 12 shows the year-to-year change in
corporation profits. As noted earlier, they showed a cyclical expansion, while
dividend payments were moderately higher. As a result undistributed profits
were higher. Business gross saving in 1962 rose 7.1 per cent over 1961. After pay-
mants of dividends, undistributed profits increased by $201 million and capital
consumption allowances -increased by $216 million. The deficit on combiried
Government Account was lower by $135 million on a year-to-year basis. . -

TABLE 11
" DISPOSITION OF SAVING

e - 1959 l 1960 ' ' 1961 . >19l62i

e ) o . (Millions of dollars).. A '
Business gross fixed capital formation................ . 6,804 6,692 | . 6,635 6,964
Value of physical change in inventories........ e 357 361 C—144 565

Surplus (+) or deficit (—) in current account with )

non-residents. ............... e —1,448 —1,164 '—911 —809
Residual error.......... e JU e .3 08 150 . 221
© Total.......oooiiin... e e 5,834 5,987 5,730 6,931

As between 1961 and 1962, the additional savings were matched by larger
outlays for housing, business fixed investment and inventories, and by a smaller
deficit on current international dccount. In 1961, as previously noted, the low
value of the grain crop reduced both personal saving and farm 1nventor1es In
1962, the accumulation of inventories, both farm and non-farm, provxded the
largest single increase in the d1spos1t10n of saving. Most of the increase in
non-farm business inventories occurred in the manufacturing and rétail trade
sectors. More detailed comments on fixed investment and the current inter-
national account appear in other sections of this White Paper. :

i

TABLE i2
CORPORATION PROFITS, TAXES AND DIVIDENDS

— o 1959 1960 | _1961',|‘ 1962 -
(Millions of dollars)

Corporation profits before taxes mcludmrr dividends|

paid to non-residents............ooe.ieiierineaan. 3,504 3,359 3,460 | 3,824
Deduct:, Corporation income tax liabilities......... 1,581 | . - 1,562 1, 612 . 1,750

. . Excessof tax liabilities over tax collections. 156 ~104 95

- Tax collections.. /il 1,425 1,666 [ - 1, 551 ' 1,655
Corporatlon proﬁts after taxes 1,923 |- ' 1,797 1,848 i ’ ;2,074
Deduct: Dividends pa1d out.. 937 924 - 1,070 : 1,095
“ogse|  sr3l cmsle o 970

Undxstrnbut/ed corporatlon proﬁts

. N P
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- . NATIONAL SAVING; BY-QUARTERS, 1950<1962"
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1) SEASONALLY ADJUSTED AND AT ANNUAL RATES

INVESTMENT AND CAPITAL EXPENDITURE

In the past few years, capital expenditures in Canada have amounted to
about 22.0 per cent of Gross National Expenditure, a figure about in line with
the earlier postwar years but below the levels and proportions of the period of
the mid-1950’s. The reasons: for this changing level of capital expenditures are
complex. .

Canada entered the postwar era with an economy unlmpalred by war
damage, vastly extended in scope and depth, and capable of satisfying the needs
arising from a conjuncture of factors, which led to high levels of investment.
There were new industries and new skills to meet the accumulation of unsatisfied
demand for consumer, social and industrial capital, as well as the needs of
Europe and the rest of the world. The Korean War and the period immediately
following brought with them new developments which gave additional emphasis
to investment in Canada, particularly in resource areas. For example, world
political developments, the increase in world commodity prices, the large scale
stockpiling programmes and the high level of demand in the United States for
industrial materials, all led to rapid increases in capital outlays and to the de-
velopment of sources of raw materials in Canada.

The demands made on the Canadian economy led to sharp increases in
imports of goods, services and know-how, and large numbers of trained immi-
grants entered the country to meet these greatly expanded manpower needs.

However, some investments by large scale enterprises, with strong financial
positions, are often made with .a very long time horizon and, because of this,
some major classes of investment, over short periods of time, often tend to out-
strip demand. In part this may be due to the over-optimism of some investors,
at least in the short-run, and also to the excess capacity which results, from
time to time, in a country growing up to its facilities. This has been the case
in Canada over the past few years. Expectations have not been completely
fulfilled as prices of prlmary products receded a.nd alternative sources of supply
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were developed by other countries. Capacity was being added at a rate in excess
o‘f'.the current growth of markets, both domestic and foreign; as a-result of all
these factors, private business investment declined, both absolutely and as a
proportion of G.N.E.

Adaptation to a different ratio of business investment in a country of vast
spread and scattered resources requires a high degree of flexibility. The resources
industries themselves were less affected, since they are by nature highly produc-
tive and, in any event, were favoured by strong market- conditions. The- manu-
facturing industries experienced greater difficulties. Their costs had risen as a
result of the pull of wages and costs in the booming resource industries. Canadian
manufacturing has always faced problems arising from the limited size of the
" domestic market. It can prosper only when it can capture larger markets by being
competitive Both at home and abroad. Rising costs compounded by a high ex-
chdnge value for the Canadian dollar soon began to manifest themselves when
the rest of the world restored its productive capacity.

Subsequent: to 1957, business fixed investment declined, for reasons just
: descnbed,, about 15 per cent, and total investment moved downward te about
22 per cent: of Gross National Expenditure. By 1962, the volume of total mvest- .
ment was still 7 per cent below that. of 1957. On: the other hand, investment in
housmg and social capital absorbed a fairly steady proportion of total Gross
National Expendlture (See Table 13.). Investment in housing and social capital
represents between one-third and one-half of all capital expenditure and:includes,
in addition to housing, outlays by government departments, institutions (e.g..
hospitals and schools) and municipal waterworks. Investment in housing and
social  capital responds to population growth and migration, urbanization,
increases in educational standards, and new policies, among others.

.

gt

. TABLE 13
INVESTMENT AS A PERCENTAGE OF GROSS NATIONAL EXPENDITURE 1948-1962

. Total Private Housing Business Invest-
—_ and Public and Social ment, Private
: Investment - Capital® and Public® .
20.4 7.8 12.6
21.7 8.7 13.0
21.9 8.9 13.0
22.4 8.6 13.8 -
22,9 9.0 13.9 .,
23.9 9.4 14.5
23.0 - 9.6 13.4
23.0 9.8 13.2
26.3 9.9 16.4
27.3 . 9.6 17.7
- 25.4 10.6 14.8
24.1 10.4 13.7
22.8 9.4 13.4
21.8 9.1 12.7
21.6 9.4 . 12.2

m Includes housing, outlays by government departments, mstltutlons and mumcxpal waterworks
@) TIncludes government business énterprises.
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Turning- to 1962, total .private and public investment amounted to #8,738
million, 6.9 per. cent- -above. the- level of . 1961. ..Increased fixed mvestment in
agrlculture, manufacturmg, 1nst1tut10ns and government accounted for most of
the increase. Capital expendltures by private business enterprrses rose by
4.9 per cent in 1962.

AT
PUBLIC ‘AND PRIVATE CAPITAL EXPENDITURE
1949— 1962
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Capital 1nvestment in agrrcu]ture 1ncreased 12.6 per cent largely reﬂectmg
additional spendmg from higher farm incomes. In mining, an increase in demand
for durable equipment more than accounted for increased investment in that
sector of 6.5 per cent. In the manufacturing sector, increases in primary metals,
metal fabricating, petroleum and coal products more than offset lower invest-
ment in food and beverages, wood chemrcal and chcmrcal products.

Capltal expendltures in transportatlon storage and communication declined
in 1962, reflecting divergent movements.  Investment by telephone utilities in-
creased by $48 million while air transport, warehousmg, oil and gas pipelines
were down by approximately $135 million, due, in large part, to the completion
of some major projects in 1961. Railroad investment also declined somewhat
in 1962.’ : : : : : :

The increased investment in 1nst1tut10nal services was entlrely accounted
for by larger capital investment in educational institutions which rose by $193
‘million compared with 1961. Outlays for technical and vocational schools
accounted for a large part of this increase. Capital expenditures on housing
were up 8.2 per cent in 1962 reﬂectmg the completions durlng the year of
housing starts that had been made in increased numbers in- late 1961;- and
supplemented by an increase of 4.5 thousands of units of housmg starts.

Cap1tal expenditures in government departments rose 5.1 per cent in 1962
- Increases in departmental outlays of provincial and municipal’ governments more
than offset reduced investment outlays at the federal level. '
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TABLE.14 .
= YPRIVATE:AND PUBLIC 'CAPITAL EXPENDITURE" : -

e o - ol aesp | 1960 v | 1eet - | Prelim.

o - - o (Millions of dollars)
Agriculture and ﬁshmg ...... USRI ' Cs3 | ss0 576 648
Forestry.............c.. ... .. 48 |- 54| - 50-]- - - -53
Mining, quarrying and oil wells 342 400 449 478
Manufacturing....................... 1,144 1,178 1,085 1,231
Electric power, gas and water works........... e o 766 | 688.f .. ... 710 |. .. 748
Transportation, storage and commumcatlons ......... 1,076 1,084 988 885
Construction industry ; : 145 130.]. . - 136 - & 143
Trade, finance and commerclal servxces P - 833 - 875 847 847
Instltutlons 536 5731 . ....617]...° 808
. 1,752 1,456 | | 1,467 1,587
....... A 1,236 1,274 T 771,247 - 1,310
Total Capital Expenditure .............. el B M7 8,262 8,172 | -, 8,738
. Total Capital Expenditure as .a- percentage of . ) e .
Gross National Expendxture ................. 24.1( | 22.8 ~21.8 21.6
Index of total Capital Expendxture m Constant . . ‘ i
Dollars (1957 100 ) .......................... .7 93.5 -'90.2 89.6 - - 93.1°

For reconmlmtlon w1th Business. Gross leed Capltal F ormatlon in housmg, plant and equlpment a8
per National Accounts, see below.’

. . N . o .+ Prelim.
' 1959 1960 1961 - 1962
IPSrlzi/ate and Public Capital Expendlture—TabIe 14 8,417 8,262 8,172 | - 8,738
educt: | ’ : . B :
New residential constructlon by governments.. - —18 ~13 —9 =10
New non-residential construction by governments —~1,368 | - —1,420};. .—1,368 -1,587
New machinery and equlpment outlays by gov-
EPNMENES. .. ool e e ' —137 —137 1 - —160 - —187
Business Gross Fixed Capxtal Formation in Housmg, : ) i '
Plant and Equipment—National Accounts Defi- : - ) o .
mition......... e T [ETIRRO 4,894 T 6,692 6,635 | 6,954

REVENUE AND EXPENDITURE OF ALL GOVERNMENTS*

. Computed on the basis of the National Accounts definitions, expenditures
in 1962 by all levels of government rose 7.0 per cent over 1961. Since revenues
increased by.8.6 per cent during the same period, the deficit for all levels of
government declined from $905 million in 1961 to $770 million in 1962. In the
third and fourth quarters of 1962, the total deficit was running at an annual
rate of $694 million, consisting of a federal deficit of $250 mllhon and a deﬁmt
at provincial and mummpal levels of $444 million.

" In analyzing developments in 1962, it is necessary: to keep in rmnd the new
federal-provincial tax collection arrangements, which affected the levels of
revenue and expenditure of the Federal Government and the revenues of provin-
cial governments. As a consequence of the introduction of the new tax collection
arrangements in the first quarter of 1962 and the continuation in that quarter of
transfer payments to the provinces under the former tax rental agreemeunts, the
federal deficit in that quarter was irregularly high and the pos1t10n of provmclal-
municipal governments was correspondingly affected.

*The fol]owmg sectlon dxscusses those government transactions relevant to the National Accounts
‘A8 a result the Statistics differ from those shown in Public Accounts. Table 18:indicates the reconciliation

between federal deficit or surplus for purposes of the Nat.lonal Accounts and the comparable ﬁgures appear-
ing in the Public Accounts.
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TABLE 15
REVENUE-AND EXPENDITURE OF ALL GOVERNMENTS
(National Accounts Basis)

1961 . | Preliminary 1962
ﬁ- Revenue Ex{’:r';di' | Deficit Revenue le{::;éi- | Deficit
r _ (Millions of dollars)
Foderal.............. e 6,668 7,21 | . —453 | 6,007 | 7,381 —474
Provincial —Municipal......| 5,586 6,038 —452 6,397 6,693 296
Total................ Y | 13,159 l —905 | 13,304 | 14,004 l Z710

... To compare on a national accounts basis government expenditure with
Gross National Expenditure (which measures the expenditures on goods and
services), it is necessary to limit the comparison to government outlays on goods
and. services (as distinct from outlays for transfer payments, etc.), since the
former are the government outlays directly included in the Gross National
Expenditure account. Transfer payments by government are reﬁected ‘of course,
in the income of the personal sector. :

In 1962, expenditures.on goods and services by the three levels of government
represented 19.1 per cent of the Gross National Expenditure, virtually un-
changed from the proportion of 19.3 per cent in 1961, and slightly above the
proportions of 18.6 per cent in 1960 and 1959. The slight increase since 1960
has been attributable to provincial and municipal governments. .Since 1952,
when the buildup in defence expenditures raised the proportion of government
expenditures to Gross National Expenditure to approximately 18 per cent, the
rise in government expenditures on goods and services has been very shghtly in
excess of the growth in Gross National Expenditure. "

"TABLE 16
GOVERNMENT OUTLAYS ON GOODS AND SERVICES AS A PROPORTION OF G.N.E.

. 1952 1960 et - | Freim.
Expenditures by: : .
Federal—Defence............cocoeevviiiieina [ 7.5 4.3 4.3 4.1
Non-defence................coovveenn.. 2.9 3.2 3.6 3.3
Total Federal....................... . (10.4) (7.5) (7.9) (7.4
Provincial and Municipal...................0.... - 7.4 ‘ 11.1 11.3 11.7
All levels of Government. .. .... SO e 17.8 18.6 19.2 19.1

Within the total, expenditures on goods and services by the Federal Govern-
ment in 1962 represented a smaller share of total expenditures than in 1961.
Defence and non-defence expenditures of the Federal Government were fraction-
ally reduced while ‘the proportlon at the combined provincial and mumclpal
levels was somewhat higher.



61

TABLE 17
‘OUTLAYS ON NEW-CAPITAL GOODS'BY ALL LEVELS OF-GOVERNMENT .

B

% of Capital

Qutlays to
Machinery . Total
T — Construction’ and Total® | Government
Equipment Expenditures
on Goods
and ‘Services
(Millions of dollars) )
1960. oo iiii i et e . 1,433 137 1,570 : 23.2
L A 1,377 160 1,537 . 21.3

1962(’) ............ Peeeeerassmara i, 1,597 187 1,784 23.1

M These figures exclude investment expenditure by government business enterprises which is included
in the National Accounts item for business capital formation. Outlays for defence equipment are also
sexcluded from these ﬁgures

@ Prelxmma,ry

These expenditures on goods and services in the government sector of Gross
National’ Expendlture include outlays by all levels of government on construction
and capital equipment which, over the past several years, have represented a
relative constant share,. approachmg one quarter of all government outlays on
-goods--and services. In 1962 capital outlays by the provincial and municipal
governments (partly financed by federal assistance) increased -and accounted for
some of the increase in total provincial and mumclpal expendltures on goods
and services.

TABLE 18
- GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS
. Prelim., o
1961 . ~ 1062 - Change
o (Millions of dollars)
Governmerit Revenie— - - .
.. Direct ques—P_ersons. e eereseanann P 2,511 2,714 +203
Federal...........covvvvnnnnnn ereeieaseeeiseetnnn 2,132 . 2,088 —44
‘Provincial and Municipal....... [ETTTPRRUI ereeaans 379 - 626 ° 4247
Diret Taxes—Corporations. . ................. SO 1,612 1,750 | 4138
Income— '

Federal......ovutiiuiiiiiiii i iiiieneennnnnns 1,311 1,328 +17
Provincial......oooiviniiiiii i e 301 422 4121

-Other Direct Taxes— : i . : S
Withholding .taxes—FederaI ..... ererraarrereieenaes 116 125 +9
‘AIndxrect S T A P 4,970 5,552 +582
{ Federal.........c..cveveveuenii. TR 2,190 | 2,400 +210
Provincial and Municipal..........cooiviviiiinnnnn. 2,780 3,152 +372
Investment Income ..................................... 1,130 . 1,211b 1 " 481
Federal............... e e 409 T +39
Provincial and Mumclpal ........................... 721 763 -+42

Employer and Employee Contributions to Social Insur- ’ ) A
ance and Government Pension Funds............... 7817, . 816 +29
Federal.........ovviiiiiiiiineneiininieneenananens 510 518 +8
Provincial and Mumcxpal ........................... 277 298 +21
Transfers from Federal Government— - T o coL N

Provincial and Municipal.............. FETEETTEe e 1,128 1,136 +8.
Total Revenue........ e e L] 12,258 13,304 +1,050
~Federal....................... e eeearereaantreenaans 6,668 6,907 4239,
Provincial and Mumclpal ........................... 5,586 ) 6, 3_97 +811
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e ) ‘ TABLE .18—Coiicluded ‘
. ...GOVERNMENT TRANSACTIONS:RELATED: TO THE NATIONAL AGCOUNTS_

! . ‘ Prelim.
i _ x : 1961 li%één Change
o e Ve T (Millions of dollars)

Go.\"éx"nnient. ]éxpenditur&- ! ! ,

.. .. Goods and Services ; 7,205 ... .7,721 +516
- . Federal— : ) o
S Defence 1,613 1,680 | 467,

s Non-defence Levaiin : . 1,301 ‘1,328 | 0 — 38
Provincial and Municipal........... P, 4,231 4,713 ’ +482

" ' Transfer Payments to Persons. . , L 3,408, “3,652 | fem
Federal...... e e eaniereearaeee et 2,015 " o2pM22 [P0 4107
Provincial and Municipal............cooooiiiieit, - 1,393 1,530. | . +4137¢
“Intérest on Public Debt........ ARRE SRRy 1,164 1,274 . . 4110
- rFederal.'._‘;"...‘ ...... USRS © 783 ot oges | e

- '_Provincial and Municipal DA [ 381 |-, - 419 {.: . +4:38:

7 ‘Subsidies. . ' st I N I .
o Federal . ife.uloenin. 21 | .. 260- 439,
.. Provincial and M - 2

! 3 | ) 31

. . - [P AN
Transfer to Other Governments—

Federal 1,128 L |+ 8
Total Expenditure., ... 0 oot cowlTL 18589 0 MmO 4015
Federal..,. v ovrerinrontrennnnns b, . 7,121 7,381 +260
+" ' +Provincial and Municipal..\........ 6,038 6,693 +655
Deficit (=) or Surplus (+)................0.0000 0 T8 | T =me | T +186
Federal ®.........0.0coieeeens R T I

... Provincial and Municipa ~296 © U156

. Total Expenditure minus deficlt (or plus sufpliss)...| 1 12;254 0 . 13,304 [ | "4+1,050

4 Federal,.....ov.oviduaiyeiionennes 6,868 | . 6,907 . +239
.. - .Provincial and Munieipal.......... VoL © 5,586 T 6,397 —+811
Y Recon:ciliation with Public-Accounts Surplus or Deficit-shown below:-- - --
i .
: ~ ' Prelim:,
1961 - . 1962
A T T .. .- .. (Millions of dollars)
Federal Government calendar- year surplus for national accounts . :
PUFPOSES. . ..oovnnrnreraienenenadiiiiniinn, N eee. o —453° —474
Difference between calendar and fiscal yeaf; TSR RT . +247 —158
Difference between corporation tax accruals and government receipts........ . — 24 - 13
Revenue items omitted..... D ettt + 22 + 23
Reserves, write-offs and similar items omitted from expenditure.......... . — 50 . — 79
Extra-budgetary funds for pensions and social insurance (net)........ ces — 56 v - 06
Other adjustments.................coiiens e - 26 + 6
Federal surplus for fiscal year as per public accounts.............. Ces —~340 —791

" At the federal level, revenues increased during 1962, following a decline
in the first quarter which reflected the new tax collection arrangements. Revenues
from direct taxation on persons were ‘gencrally up, in line with increases in
labour income and other personal income.... Tax. accruals on corporations were
generally level throughout 1962, in line with the movement in corporation profits
following a first quarter decline which was again attributable to the tax collection

arrangement. Withholding tax revenue was somewhat higher in 1962. Federal



'Government 1nvestment 1ncome moved 1rregularly during 1962 and was’ hlgher
on " a year -to-year companson Indlrect taxes 1ncreased moderately in’ the
first’ half of 1962 .ard then rose sharply in the. thlrd quarter malnly due to
f1nereased custom. dutles, followmg the 1mpos1t10n of 1mport surcharges on
June 24 1962; and subsequently~ levelled off in the fourth quarter. . .

Turnmv to federal expend1tures in 1962, there was a declme in total outlays
from the second to the fourth,quarter The decline was the result of a number
of different movements. Outlays on goods and services increased from the first
to the second quarter due to irregularly high defence outlays. In the third and
fourth quarters federal outla¥s;onigoods:and:services declined, reflecting in part
the reduction to more typical levels:of defence spending and in part the reduction
in budfretary expenditures,-as part.of the.emergency.measures. anngiinced,i 1n ‘Jiine.

{ Federal transfer payments to persons rose 5.3 per cent in 1962 mamly as a
result of acreage: payments to western grain producers, and. an 1ncreased rate
of Old Age Securlty payments “\ ;

| Transfers to provmcral and mun1c1pa1 governments declined from the first
quarter to the second, then increased again .in the third and fourth quarters
As prevrously noted, the last payments under the: former. tax rental agreements _
were made in ‘the. ﬁrst quarter of 1962. In the third and fourth. quarters, in-
creases were related to payments under the Hospital Insurance and Diagnostic
Services Act and the Technical Assistance and Vocational Trammg Act:- (These
latter transfer payments are reflected as outlays.on goods and services by provm-
01al and mumclpal governments ) . . S

* Turning to provmcxal and municipal government I revenues these 1ncreased
in 1962. The new tax collectlon agreement resulted in hrgher direct taxes
received by these governments. Revenues were_also hrgher from retarl sales
taxes and real .property taxes. i ' :

Provrncral municipal outlays on goods and servrces rose substantlally from
the first to the second quarter of 1962, and then more moderately in- the third
and fourth quarters. From the first quarter of 1961 to the .fourth quarter of
1962, provincial-municipal outlays on goods and services increased by $708
million, about 17 per cent. As notéd in Table 5, this rate of increase was below
that of the two precedmg upswings. In the current period, some of the increase
in' outlays has been in the form of outlays on techmcal and vocatlonal ‘schools,
with federal ﬁnanc1al assrstance s : ,, : St

Transfers to persons by provmmal—mumclpal governments rose throughout
1962, owing to larger payments to hospitals, educatlonal 1nst1tut10ns, as- well as
for social assistance. ; . :

i

EMPLOYMENT AND, EARNINGS DRI

Developments in the labour market-for:1962: followed .a. pattern somewhat
similar to ‘that of economic activity. Based on comparisons of yearly averages,
there was an increase in employment in both goods- and service-producing
industries. On a year-to-year basis, total employment increased by 168,000
persons, about 2.8 per cent. The increase during 1962 itself was much smaller
and, as measured by the change between the fourth quarter of 1961 and the
fourth quarter of 1962, amounted to 100,000 persons, about 1.6 per cent. This
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slowdown in employment gains after mid-year is evident from the accompanying
labour force chart. At the same time, the total civilian labour force grew at .
a much slower rate than in recent years as many would-be entrants remained
out of the labour force. As a result of these developments the rate of unemploy-
ment in 1962 averaged below that of 1961, 5.9 per cent compared with 7.0.
per cent. The unemployment raté moved between 53 and 6% per cent during
1962, and ended the year at about the annual average. This high rate of unem-
ployment was considerably above that of the earlier postwar Canadian period; .
and well above that of most other industrialized countries.

* THE LABOUR FORCE™

: 1957 — 1962 .
MILLIONS OF PERSONS . MILLIONS OF PERSONS

//\j-'- 6.6
CIVILIAN Lnir;:—_ccf/“ . .

{

6.3

6.0 |— TOTAL EMPLOYMENT ' \/Vj -4 6.0
5.7 "‘/\/\_/\/J _/\-/: 5.5
B ) NON-AGRICULTURAL ﬂ/. 7]

- EMPLOYMENT o -—
5.2‘—7— ’ /\/N —i 5.2

- M 47
4,9,K\,\: . | ——— 4.5
“ : . MALE EMPLOYMENT{2) / -
:\,—\\/\-__//WTA_—\- e
42— to
=, UNEMPLOYED .
% |- :ASBO{;’U%FFLHR%E ’ —
s'"/ ~ -8
o_iHI!HHH'IHIHHIH ARAAREERARASREERNANRARARNARANRENAE! IIIIHIIII—O
957 1es8  °  1ese 1960 " T L1

{1) SEASONALLY ADJUSTED ESTIMATES
(2) SEASONALLY ADJUSTED ESTIMATES BY THE DEPARTMENT OF FINANCE,

As in 1961, the year-to-year increase in"employment was more than ac-
counted for in the non-agricultural sectors and there ‘was some further decline
in agricultural employment. Ontario and Quebec accounted for more than half
the total increase while employment in the Atlantic provinces, the Prairies and
British Columbia also rose.
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: REGIONAL CHANGES IN EMPLOYMENT. . -,. ., . -
) " 1960 - 19617 [ 1962 _“A
) 1950 . | iee0 T deer

: - e * (Thousands of persons) * -

100 - 94 168
14 19 10
19 12 59
52 .22, 47 N
17 30 28
-2 12 22

. Nore: Figures may not add’ due to rounding. .

_‘The Service industry and Manufacturing accounted for most of the increase
in employment in the year-over-year comparison. .

TABLE 19

A CHANGES IN LABOUR FORCE AND EMPLOYMENT : -
ANNUAL AVERAGES i S

1960 1961 1962
1969 L 1960 1961
(Thousands of persons)
Labour FOree. . ..uovuuteenensirneereneuaunseoneennsnsnens 175 115 - 90
Agriculture. ................... S —14 2 -23
Non-Agriculture............covveiiienennnnn. EXEETTPIOON 189 113 114
Employment.................. A ereeceertreaer e 100 94 168
: Agriculture.......... et e e i, —-17 .o =1 i -21
Non-Agriculture...........coviiiiiiiiiiiiinineiiia... 117 - 95 . 189
Primary. . ... i e 10 —24 -5
Manufacturing. ........ R —24 45 52
(0700, 17 {1 11 1 (s} D —24" —12 23
Transportation.........ccocoviviveieinnrnininnnnnnns. = 3 =10 14
Public Utilities....... ettt -2 4- 5
Trade:......... i eeaee. PPN r B 35 2 . 19 .

Finance.....ooiveieiiriiiiriinearacreneenerennenenss 10 © 13 9
Service......civivniiiniin, R TR TR RPN 115 78 74.

Goods producing industries®........................... T =38 . 9 70

Service producing industries..... et 155 . 87 121

® Excluding agriculture.
Nore: Figures may not add die to rounding.

The increase in employment in 1962 over 1961 was accounted for by 109,000
males and 59,000 females. The increase in male employment was associated with
the manufacturing and construction industries, particularly the former where
employment averaged 52,000 higher in 1962 than in 1961. :

The increase in manufacturing employment brought employment in the
goods-producing industries (excluding agriculture) back to the 1957 level. Average
employment in the goods-producing industries, except agriculture, had declined
between the peak year 1957 and 1960. Increases in manufacturing employment
since 1960 have offset lower levels of employment in forestry and mining. By
contrast, the service-producing industry has shown more consistent annual
increases since 1957, though the rate has slowed in the past two years,

68993-5—5
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The growth of the labour force although still larger: than in most other
industrialized countries has slowed down-during the-past-two yearsifrom the rate
in immediately preceding years. Two features predominate in this situation.
First, the net gain from migration has been significantly smaller and second,
there has been a marked increase in prolonged school. attendance. From.1956 to
1960, the population of 14 to 19 years olds increased by 276,000, while the labour
force in-this age group rose by 61,000. In the two years .ending December, 1962,
when the population growth in this age bracket was 157,000, the labour force
in this age igroup grew by only 14,000. As a result; the participation rate in the
labour force (i.e.. the percentage of an age group working or ‘seeking work) for
these younger people continued to decline. The-drop was particularly noticeable
in the participation rate for males which fell frormi 43.0 per cent ‘in 1960 to 39.6
per cent in 1962. For the same reason there was a similar, though less pronounced,
decline in the participation rate for males in the:20 to 24 year old group.

_ There was little change in the male participation rate in the group of prime

working age, 25 to 64. The participation rate for females, however, continued to
rise, though at a slower rate, with married women accounting for the increase.

To place developments in the labour market in proper perspective it is help-
ful to compare the current position:with the period immediately prior to the
business upswing, after removing seasonal influences. Between the first quarter
of 1961 and the fourth quarter of 1962, 138,000 persons were added to the labour
force, a smaller amount than in preceding periods. Non-farm employment in-
creased by 267,000 persons, which exceeded the growth in total employment
because .of a decline in farm employment. Consequently, the rate of unemploy-
ment dropped from 7.7 per cent of the labour force to 5.9 per cent between these
two periods. . B 7

’ Unemﬁaloyment o Collynpargble U 5 '1 thange
ate eriods nemploy- rom
Peak Trough - ———| after Peak | ment Rate .
. Peak | T;ough ‘land Trough| - o Peak - I Trough
1Q 1960 | 1Q .1961 6.4 7.7 4Q 1962 | - 5.9 | —0.5 -1.8
1Q 1957 | 1Q 1958 3.6 | 6.7 | 4Q 1959 |- 5.9 | +23 | -—08

The change in the unemployment rate in the last two years is in contrast
with the experience of the preceding upswirng. As the following. table shows,
unemployment has fallen more since the beginning of the current business up-
swing than it did in 1958. After seven quarters of expansion, rates of unemploy-
ment are below those at the preceding peak of business activity in the first
quarter of 1960. By contrast, after a similar period of time in the preceding up-
swing rates of unemployment were above those of the previous peak. The
difference in behaviour of unemployment is mainly attributable to the much
smaller increase in the labour force in the current period. From the first quarter
of 1958 to the fourth quarter of 1959; employment increased by 4.3 per cent, and
in the current comparable period, it rose by 4.2 per cent. The labour force, on the
other hand, grew by 3.4 per cent in the earlier period, but by only 2.1 per cent
from early 1961 to the end of 1962. Comparisons with preceding peaks were
affected by the slower growth in the labour force in the current period, as well as
by a larger increase in employment. An analysis of unemployment behaviour
based upon its own specific turning points yields roughly comparable results.

The 1962 rate of unemployment of 5.9 per cent-is high compared both with
the earlier Canadian postwar period and with other countries.
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PERCENTAGE OF LABOUR FORCE UNEMPLOYED

...-CANADA. 0 .

v 3.4 - 4.6
.2.2 4.4.. .
2.3 3.4
‘2.9 4.6
3.6 -7l

. 2.4 ..6.0.:.:

. 2.9 A
3.0 17,2
: .. 5

etween differs
ent countries, since the statistical measurements differ. For example, Canada and
the United States take sample household surveys, which covér the éntire: pop-:
ulation. Swedish statistics are based upon those relating to -members of unem-
ployment insurance funds, while British data are based almost entirely on a
count of registrants at employment exchanges and youth. employment offices::
Accordingly, meaningful international comparisons have been hard to come.by..
However, since the publication of last year’s White Paper, a United States
Presidential Committee* has computed unemployment rates .on a roughly com-,
parable basis, according to the U.S. concept. For 1960, the year for which the
calculations were made, the rate in Canada was much above that of other coun-
tries. The comparative figures before and after adjustment are as follows:

1960 unemployment rate

Country -
. Unadjusted Adjusted
L7 T T 7.0 7.0
0L T T B Y T 5.6 5.6 ¢
Ttaly. . oveiiiii i e LN | 7.9 4.3
Great Britain. ... 1.6 2.4
France...:....... 1.1 1.9
Sweden (1961).... 1.2 . - 1.5 .
- 1.0 1.1
Germany (Federal Republic) 1.2 1.0
A

.* Sourcs ‘‘Measuring Employment and Unemployment’’, President’s Committee to Appraise Em-
ployment and Unemployment Statistics 1962, p. 235.

S - PRICE TRENDS

From the-beginning of 1961 to the end of 1962 the price of foreign exchange

“in Canadian dollars rose by about 9 per cent. In this period, the consumer price

index rose by 2.1 per cent, the general index of wholesale.prices by 4.5 per cent
and the implicit price index of Gross National Expenditure by 2.7 per cent.

As might be expected, the major impact of the price rise has been on goods
and services with a high import content, but the domestic price of export com-
modities whose price is set in world markets has also risen, for example, wheat,
nickel, copper, newsprint and petroleum. Apart from the decline in the exchange
rate, prices after June, 1962 were affected by the imposition of the temporary
surcharges. Approximately three-quarters of the 1.2 per cent increase in consumer
prices in 1962 took place in the latter half of the year. _

. A report recently published by the Organization for Economic Cooperation
and Development** shows that the increase in consumer prices in other Western
industrialized countries over the past 10 years has generally been higher than in
Canada. In the comparison found in Table 20, taken from the Report, Canada
is shown amongst the countries having the smallest increase in the industrialized
western world. ~ '

**‘Policies for Price Stability’’.
68993-5—5}%
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o LU TABLE 200 - S
CONSUMER PRICES OVER SELECTED_PERIODS®

... CHANGES IN.

-- (Annual average percentage chahge)®. ... .

Country. .

1953-61

" 1953-58

" 1958-61. |

1961-62

France
Sweden

'S
—

>
(=}

®

United Kingdom

Norway

Denmark®
Netherlands

Austria........oviviienn
Ireland®,..............

Germany

-United States

Canada.
Belgium

e

s bt bt 1 B DD B BO DO B BOEO
DO GO SO 00 b= OO W O =T aT O =
O O 00 U1 b0 TN 0 00 1 O T
© O bt e bk 1k bt DD 3t DD bk b i
€0 0 b DO =T CO 4 00 ~F TO =T O i T2
:;;:—n—v—»mw-cnwc:m
RO B GO e 1 e D O S

Switzerland...........

T et ek et et DD OO DD € DD 0 0O GO

Countries ranked by.1953-61 price rise.

) The periods have been selected to illustrate the broad characteristics of price movements in Europe
and North America since 1953. Where the experience of an individual country differed from the general
experience, the averages shown do not give a full picture of the price movements in that country. '

 Annual averages of monthly figures for 1953-58, 1958-61 and 1953-61, and first seven months of 1961
to first seven months of 1962.

® Excluding rent. 1961-62: averages of January, April and July figures.

) 1961-62: average of figures for first two quarters.

) Excluding the effect of changes in indirect taxes.
ments for the other countries.

(® Apnual averages of monthly figures for 1961 and 1962.

Source: * Policies for Price Stability”’, O.E.C.D., November 1962, table 1, page 12.

It has not been possible to make sirﬁilar adjust-

There has been an improvement in-Canada’s competitive position over the
past decade. The Canadian experience, as indicated in the accompanying chart
on manufacturing, has been one in which wage rate increases have been relatively
modest while output per man hour has continued to rise about in line with the
average rate of increase achieved in the postwar period in Canada. By contrast,

LABOUR INCOME, COST PER UNIT OF OUTPUT
AND REAL OUTPUT IN MANUFACTURING
"' Index 1949100
Ratio Scale

200 — LABOUR INCOME P —200
-
. PER PERSON EMPLOYED. __.~~ i
180 — : e —{180
. . L 1
. e B .
. . P .
160 — . /,/’ —160
' ,// : .
_=~"  LaBOUR cosT .
. 140 .- PER UNIT OF OUTPUT —140
- REAL .OUTPUT
120 PER PERSON EMPLOYED —120
.
100 100
ll’ll!l“lll»l’]{lllll.ll lll|||lJ|l||IlllI|l llillllllll[lllllll

1948 50

51

52 83 54 55 56 57 58 59 60

Quarterly - Seasonally Adjusted

62

63 v
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wage rates in some of the Western European countries have recently been rising
rapidly while productivity gains have slowed as.operating rates have approached
full capamty -Wage and .other costs per unit: of output _have._shown_sharp
advances in some of these overseas countries. Table 21 presents some of these
findings: . These statistics reflect only - prices valued in domestlc currencies.
Recent exchange rate ad]ustments sharpen these trends. :

TABLD 21

CHANGES IN INCOMES AND COSTS IN SELECTED COUNTRIES 1953/54——1960/61
(Annual average percentage change per unlt of output)

France Germany I\i:fl}é:r" Sweden -Kgn;&egm gg;zgg ‘| Canada

Wage and salary incomes..... 6.1 3.1 4."5._; 3.5 4.0 2.4 2.4
Other incomes. ... Yeeneren 4.1 2.7 2.4 1.5 2.2 1 15 1.3
Net mdlrect taxes . 5.2 1.8 -0.4 7.5 2.8 "3.3° 3.0
GDP at marketprlces ....... 5.0 2.7 2.9 3.2 3.2 2.2 2.0
Tmport prices............. Tl s =0 ©2)| 02  ©1r| 0D (1.5)
‘Effect’ of imports on general S S IR IR R . L
. price level ...... feeren e =02 =07 1.1 =0.7 0.6 . - 0 _ 0;
Total costs—overall price| ot | b T o
level........., PR 48 .| 20 18| 254 .26 | .22 | .20

- 4 . .o

Source: Policies for Price Stability. 0.E.C.D:

The combined effects of domestic price' movements and exchange rate adjust-
ments over the past few years are shown in Table 22. -

INTERNATIONAL COMPARISON OF CHANGES IN PRICES, 1959-62(0
e (Percentage change)

Consumer., - Wholesale. -
Country _ priceindex: | . price index

United States....... e ieeeeas e e et 4 0.

elgium. .o e e fere e, ey wee] Lo 3. 2
Canada.........coouvenen e e e S I AN R
France. .....cocueivennenienrnnnnns P e oL 127 ) a
Germany (F ederal Republic).......c.outtn e e e e 13@ T A

721 P et 9. . - w4
Ja T ¢ AU N e SN RS (] o6
Netherlands ............................. e e e e 12@ 3@
Sweden............. F S e ST, SO 11 . 7 -
United Kingdom................ovinnt.. et e e ettt s 9 6

" Based on incomplete data for 1962. - o . . R :::" ol
) Adjusted for changes in exchange rates. : .

‘Sources: 'Organization for Economic Cooperation and Development Unlted Natlons and U 8. Councxl
of Economic Advisers, taken from Economic Report of the U.S. President, January 1963,
table 17, page 105.

: Generally speakmg, prices in the current busmess upswm« have so far risen
less than they did in.the comparable period of the upswing in 1958. The followmg
table shows changes.in the price levels from.the low point in activity in the first
" quarter of 1961 and from the previous peak in the first quarter-of 1960 to the
fourth quarter of 1962. It makes similar comparisons with the preceding upswing
in 1958. . The table shows that, except for the wholesale 1ndex, prlces have rlsen
to a lesser extent than in' the precedmor perlod . L
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. - TABLE 23 - ,
PERCENTAGE CHANGES IN PRICE LEVELS

. 7 quarters 7 quarters
7 q;lf%gers after trough 7 q:fz:gers - | after trough
"trough from. trough . from
previous peak previous peak
4Q 1959‘ 4_Q 1959 4Q 1962 4Q 1962
S11Q 1958 ‘| 1Q 1957 | 1Q 1961 1Q 1960
Consumer Price Index.................eenee 3.5 6.4 2.1 - 3.6
Commodities.:.......ooviviiiieniienaan, - 1.8 4.2 1.8 2.9
Services........ooiiiiiiiiiiien ereans 4 0 51 9.4 2.7 4.3
General Index of Wholesale Prices. ........... 1.0 0.6 4.5 5.2
. ! . A
Gross National Expenditure Implicit Price i * : .
Index....c.oovviivnnnnnnnns eeeereaaaaes 4.6 - 6.2 S 2.7 4.1

. .

Table 24 shows that prices in the aggregate rose somewhat more in 1962
than in the preceding year. However, apart from those categories. more directly
affected by the lower exchange rate (imports and exports of goods and services
and the index for new machinery and equipment where the import content is
high), the increases were relatively small and of somewhat the same magnitude

. ¥

as those which have taken place in the past few years.

TABLE 24

PERCENTAGE PRICE CHANGES -
(Implicit Price Indexes of GNE and Components)

1960 106t | 1062

1959 1960 1961

Personal Expenditure...... .
- Non-Durable Goods. ...
Durable Goods.........
Services................
Government expenditure............
Business gross fixed capital formation.
New Residential construction®@ ., ..
New Non-residential construction(
New, machinery and equipment.
Exports of goods and services.:......
Imports of goods and services................

-t Q0 DD D DD DD OO BN O ki

-

- =O=NNNDWNOCOR

P R QAT CY XY N
[} Wi SOOI = OD

Lo weuarooooone
U oo ~Tk oot

Gross National Expenditure.......... e e ..

() Price indexes of these sectors are measured mainly by elements entering into costs (materials and
labour purchased) rather than final selling prices, and generally it has not been possible to allow for changes

in productivity. Over short periods of time, these cost indexes are not likely to vary to any extent from
indexes of actual selling prices. Over longer periods, it may be that these cost deflators overstate price
‘increases. :

) The consumer price index for 1962 averaged 130.7 compared with 129.2 for

1961, an increase of 1.2-per cent. The index moved from 129.7 in January, 1962
‘t0 131.9 in December, with the major portion of the increase occurring between
March and August. As Table 25 shows, increases in the food and services indexes
‘were the major factor in the rise of the total index. Like the total index, food
“prices showed the greatest increase between March and August. Part of this
rise was seasonal, particularly in the third quarter, but the lower value of the
Canadian dollar and import surcharges were also moderate contributing factors.
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Of more significance, however, were special circumstances-affecting the. price of
beef, and to a lesser extent pork. Drought conditions in the western provinces in
1961 reduced the volume of feed which forced the .premature sale of feeder
cattle and a drop in hog production. At the same time a strong U.S. market for
beef developed and in 1962, a reduced supply and a: strong demand forced meat

'

prlces up. '
CANADIAN WHOLESALE AND CONSUMER PRICE INDEX
1949 — 1962
INDEX {1949=100) INDEX
135 - 135
- ]
. A~
130 A 130
125> cousux‘%RE:mca - s e 125
120 rl\ ‘ — : /120
r . =,.._‘ ‘_ I S v - /\_‘J -\jf/
s £ \\ M 2y ) SR PN et 115
. \/\N ..... /" \/
1o VN / ’ - ro-
2 AN
105 '.:'f GENERAII.NWDHE?(LESALE 10§
100 \ o 100
95 95
Tlmunn!mummlmnunn|ummmhnmmnlnumuulmummhuuunnlmmun|||nnunn|1|||1m|n|mumn|lmnnnuhmunu 0
.I v J J J + J. ¢ v J ¢ J J 4 o
1949 1950 1951 1952 1953 1954 (955 1956 1957 1958 1959 1960 .. 1961 1962

MECHANICALLY CONVERTED TO COMMON BASE

The increase in the services index in 1962 was of the same magnitude as the
increase last year and much smaller than the increases recorded prior to 1961.
As in recent years, the largest increase took place in services other than housing.
In turn, higher fees for medical, dental and optical care were 1mportant factors
and raised the health and personal care index by 2 per-cent.

TABLE 25

’

PERCENTAGE CHANGES IN CONSUMER PRICE INDEXES

_ 1960 1961 1962
. ' 1059 1960 1961
Total Goods and Services...... e 1.2 40.9 +1.2
COMIMOTINIER. .. . erv. e essernnnserseraieeeeennnnnnss +0.8 | T 405 40.9
Commodltxes excludmg Food.. +0.6 +0.1 0.3
.......................... +0.9 41.5 +1.8
Durable Goods. /............ .. -0.3 -1.8 -0.7
Household Equipment....... .. -0.5 -1.1 -=0.1
Transportatlon Equipment .. +0.5 —2.3 -1.5
.~ Non-Durable Gi +0.9 +1.0 412
Non-Durable Goods exclud g Food +0.9 +0.6 +0.7
TextileS.....covveeiieiiniennerenes +0.2 " +41.3 +0.9
Other Non-Durable Goods. +0.8 +0.2 +0.6
SOIVICES .+ e 1 veri e sieeess 2.2 +1.3 +1.4
Serv1ces excludmg Shelter........ +8.0 +1.9 +2.1

B
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. The"wholesdle price’ mdex, whlch is heavily weighted with-export ‘and :im=
port goods, Tesponded; as:was to be expected, to:the lower .exchange value of the
Canadian dollar: The general index in 1962 was 2.9:per cent higher than in 1961
and marks the largest year—to-year increase sinee.1956. The.largest, increases
occurred in prices of raw.and partly manufactured goods with the other selected
groupings each rising by about 2 per cent. It appears that wholesale prices reached
their peak in the third quarter of 1962 and have subsequently levelled out. "

TABLE 26

.. PERCENTAGE CHANGES IN SELECTED WHOLESALE PRICES ‘"
: ‘| (1935-1939=100)

1960 1961 | 1962

R : : 1959 1960 - 1961
Ra\;v and partly manufactured goods. .. .. i .................... —0.6 1.4 53"
Fully and chiefly manufactured goods. . \ ................. .. 0.2 0.9 1.8
Industrial-materials............. ... ..ol 0.1 1.2 2.0.;
Iron and non-ferrous metals and productsI ................... 0.9 1.1 1.9
Généeral Index of Wholesale Prices.....L.................. _ 0.1 1.0 2.9

i R o
tvis -~ BALANCE OF I'NTERNATIONAL PAYMENTS

GENERAL

The year 1962 was one of varied and divergent movements in Canadas
balance of international payments The current account, in the first two quarters,
showed: deficits of much the same amounts and much the same pattern as in
1961, although, typically durmg a business upswing, rather larger deficits,
partmularly on trade account, might have been expected. In the third quarter
' the :trade account. was: substantlally worse. than the. year. before reflecting, at
least in part, exceptionally large’ orders, for 1mports placed in the previous quarter
in the expectation of renewed depreclatlon of the Canadian dollar. In the fourth
quarter, the trade balance 1mproved as sharply .as it had deteriorated. By this
time 'd lower exchange rate and emergency import surcharges were exercising
their effects. The trade balance' for the year as a whole was about the same as
it had been in 1961. L

The non-merchandise accoulnt in 1962 was chiefly influenced by a change in
the pattern of travel expenditires; especially in the second half of the year. The
lower exchange rate, reinforced by a sharp reduction at-the time-of the exchange
crisis in the customs—exemption for returning Canadians, was no doubt the main
cause of an improvement of some $110 million over 1961. Nevertheless, the total
current account deficit for. 1962 at $848. mllhon, remalned very large. '

were shlfts of very large and dlsturbmg amounts in the capital account In the
first quarter of the year the substantial net ‘capital inflow, which for many years
had financed the large.current deﬁmts, dried up. Thus the current deficit for that
quarter had to be paid for by drawing on-reserves. In the second quarter a sub-
stantial net outflow of capital developed which, together with the current account
deficit for that quarter, had to be paid for-by further drawings on reserves. The
downward pressure on the . Canadian dollar in the exchange market, which had
been heavy in:January and February. but had relaxed in March, was renewed in
April after. the announcement of a General Election. For the rest of that. month
the “floating” exchange rate continued to be defended at a level of approximately
95.cents.(U.S.). On May. 2.a new w, “‘par value” of 92.5 cents was declared with the

|
1
|
i
|
i
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concurrence of the International ‘Monetary Fund. Despite -this,” theé -downward
pressure soon re-emerged and gathered strength, reaching a climax following the
indecisive results of the Election on June 18. On June 24, the Government
announced a series of drastic emergency measures. L

- Thereafter, net capital inflow started again and the reserves rose. However,
in the third quarter the capital inflow was induced largely by the maintenance of
stringent financial conditions which were out of keeping with ‘the economic
requirements of the country, and much of the capital came on a short-term .
basis. A renewed inflow of long-term capital began towards the end of the third
quarter and was enlarged in the fourth so that, by the end of the year, the reserves
(apart from borrowings of $300 million from the International Monetary Fund),
were nearly $200 million higher than they had been at the beginning. Much of
the long-term capital inflow took the form of borrowings, but a substantial part
also took the form of “take-over’” purchases of Canadian businesses by interésts
abroad. : c

Detailed comments on these developments follow. .

capital inflows to finance such deficits, is acceptable in a country like Canada at
times when the economy is booming, when labour.and plant are fully employed,
and when substantial additions to the country’s'stock of productive capital equip-
ment justify some recourse to outside sources to support the general expansion.
But such deficits, and such net capital inflows, are clearly incompatible with a
condition of high unemployment and lack of vigorous capital investment.

Table 27 shows the main structure of Canada’s current account deficits from
1955 to 1962. '
' TABLE 27

BALANCE OF PAYMENTS ON CURRENT ACCOUNT
MERCHANDISE AND NON-MERCHANDISE BALANCE 1955-1962

S

Merchandise Non- Current

— Trade Merchandise Account *
: Trade Balance

(Millions of dollars) .
—211 —487 —608

—728 —638 —1;366. ¢
—504 —861 —1,455
—179 —952 —1,131;
—422 —1,082 —1,504
—148 —1,095 —1,243 ;
+173 —1,156 —982
+155 | —1,003 —848:

.. From the peak deficits of 1957 and 1959, of about $1.5 billion in each case,
there has been a gradual improvement; but the improvement is not yet as large
as the remaining deficit. Moreover the non-merchandise deficit, much of which is
made up in any year of obligations arising from earlier capital imports, actually
continued to deteriorate until 1962.

‘Turning from longer-term to cyclical patterns, it may be noted that the be-
haviour of the current account in the business expansion that took place between
1961 and ‘1962 has not been typical: Instead of deteriorating, the current account
showed some improvement. Although most of this improvement was in the final

68993-5—6
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quarter of the year, it is nevertheléss true to say that, through the year, the -busi-
‘ness situation was receiving more stimulus from the current account than would
be- considered normal at such a stage in the cycle.

The following table indicates the changing proportion of imports to Gross
National Product in the years from 1949 to 1962. In addition to the cyclical pat-
tern which it suggests it also shows that the proportion of our Gross National
Expenditure which is associated with imports has been showing a gradual decline.

- ' " TABLE 28

IMPORTS OF GOODS AS A PROPORTION OF G.N.E. 1949-1962 ;

—_— : Percent

16.5
17.4

16.0
16.8
15.7
16.7
18.2
17.2
-15.4
16.0
15.3
15.3 -
15.4

In 1962 the prxce of 1mports rose substantlally more than other items in the
national  expenditure because the devaluation affected the price of imports
directly. Accordingly, the volume increases in imports in 1962 were less than
thefvalue increases. The accompanying chart shows the volume of imports of
goods plotted against the index of industrial production, which covers a sub-
stantial part of the volume of real output in Ca.nada It can be seen that, apart

N - INDEX OF INDUSTRIAL PRODUCT|ON AND VOLUME OF IMPORTS
3 MONTH MOVING AVERAGES —SEASONALLY ADJUSTED
" 1953—1962
:szgx ) © 1956=100%) 'INIDZE);
120 ) : o . /1120
115 ' E — 115
ok . S o
105 . . /—/\/\— 4 CAA )
— INDUSTRIAL PRODUCTION . - N 17\~ 105
o B A WA
) .
b \\ I, \-\\ . “‘_ ) I/ v ~1o0 -
\vﬂ II' NN I/
\ N ] .\~ Lt Y A —1 95
\ ~ Vv
\ /T 30
i / . [
\\~ o
. — 85
VOLUME OF IMPORTS
— 80
~ 75
~70
THIHI|Hll(||H[llll||[IlIIIIIIllll[llH[IIIIl[llllllllll[l![lllH(II!H]HIIIIIIIIIIIIIIHHlIIIIIIIIIU[HH[IHH-r

[
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_from eyclical movements which affect- both: industrial production -and.imports,
the trend. of production. has been upward, while;the volume.of imports has not
changed significantly .for , many years. Toward. the end- of 1962, industrial
production was more than 20 per cent above 1956, while import. volume was
about unchanged. Among the categories of imports contributing to the relative
decline, two of the most striking were fuels and lubricants and construction

materials, steel and pipe. :
: TABLE 29 : I

INTERNATIONAL PAYMENTS: CURRENT ACCOUNT .
T : - Prelim.
e 1959 1960 1961 1962
- .o o . . (Millions of dollars)

Current Receipts— o : C . . . .
' Merchandise exports (adjusted).................. . 5,150 5,392 |- 5,889 | 6,364
Gold available for export..... NOTUL 148 162 162 165

. Travel expenditures.......... P . .o 391 420 482 560 -
Interest and dividends............... ... 182 173 209 211
/ Freight and shipping..................o0oieann 420 ' 442 486 *. 498
Inheritance and immigrants’ funds............... 109 102 103 124
Other current receipts........ e 392 419 403 426
Total Current Receipts.................... 6,792 7,110 7,734 8,348

. " ] B .
Current Payments— ’ - )

Merchandise imports (adjusted).................. 5,572 5,540 5,716 . 6,209
Travel expenditures. . ..., 508 | 627 | 642 610
- Interest and dividends................ooiiii . 671 _ 653 770 781
Freight and shipping...............oooiiiiiine 525, 533 568 588
Inheritance and emigrants’ funds................. 165 © 181 174 (- 163
Official contributions. ...........c.oooiiiiannt 72 61 56 - 32
Other current payments............... PR 693 i 758 790 |- 813
"* Total Current Payments................... 18,296 8,353 8,716 “9,196
Balance on Merchandise Trade................. e —a92 1 —148 +173 +155
Balance on Other Transactions..............ccocvuv0n. —1,082 - —1,095 —1,155 —1,003
Current Account Balance.......................... —-1,504 | —1,243 —982 —848

Merchandise exports have grown over the last six years by about the same
percentage (32 per cent) as has G.N.P. The increase has been fairly well diver-
sified, with exports of farm and forest products showing less increase than metals
and minerals, chemicals and fertilizers. As the following table shows, a:very
substantial increase has been recorded in the category of ‘“Manufactured and
Miscellaneous” which includes machinery of all types, automotive items, air-
craft, whiskey, textiles, etc. :

TABLE 30 o .
-MERCHANDISE EXPORTS BY COMMODITIES 1956 AND 1962
' h ' Ci‘nem- Manufac- -
Farm Forest Metals icals and {tured and Re-
aPnddesth Products M;%:d Is Ferti- Miscel- | exports Total

roducts inera lizers. lanecus
(Millions of dollars) N v
1,121 1,406 | . 1,472 183 489 73 4,834
1962 Prelim... e 1,264 1,701 2,063 248 902 |. 169 6,348
%% Increase..........oouvnnnn - +12.8 +13.7 +40.1 +35.5° ~484.5| +13L.5 +31.3

Source: Bank of Canada Statistical Summary. Data are based on Trade of Canada definitions which
vary slightly from those used for balance of payments purposes. .

68993-5—6%
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".. Turning to devélopments in 1962, there was an expansion in both exports:and
imports of merchandise. In 1962 exports of goods increased by 8.1 per cent in
value-above 1961. Nearly one-half of the increase in the value of exports was
attributable to higher prices, a reflection of the change in the foreign exchange
value of the Canadian dollar. About one-half of the gain was accounted for by
increased shipments of iron ore, crude petroleum, aluminum, nickel, lumber and
timber and woodpulp. Declines were registered by uranium ores and concentrates
and wheat. Exports of manufactured goods also showed a significant increase. The
gains were more than accounted for by shipments to the United States; shipments
to other countries were below those of 1961 due to inventory adjustments and
other factors.’

Within 1962 merchandise exports (on a seasonally adjusted basis) rose sharp- -
Iy from the first to the second quarter, were steady in the third quarter, then again
rose sharply in the fourth quarter. From the beginning of the business expansion
in the first quarter of 1961 to the fourth quarter of 1962, merchandise exports
increased by 17 per cent.

m

{MPORTS AND EXPORTS OF MERCHANDISE
1949 — 1962

BILLIONS OF DOLLARS ’ BILLIONS OF DOLLAR;
7
' {MPORTS B . , ﬁ

6 77 3
5 L5558 5
4 L :
3 Lpsn 3
Tt bbb b b e v b e e b i @

1949- 1950 1950 1952 1953 1954 1955 (956 1957 1958 1959 1960 1961  1962.
(1) SEASONALLY ADJUSTED AND AT ANNUAL RATES ’

Merchandise imports in 1962 rose 8.6 per cent over 1961. On a quarterly
basis, the 1962 annual level had almost been reached by the first quarter of the
year, where it stayed throughout the year, except for a temporary increase in the-
third quarter. Some, at least, of the third quarter increase was related to deliver-
ies of goods ordered for ant1c1pat0ry purposes, about the time of the unsettled
exchange situation in mid-year. As in exports, nearly half of the increase in im-

ports was ascribable to hlgher prices, resulting from the change in the exchange
rate.

During 1962, imports of industrial materials, automobile parts, non-farm-
machinery and electrical apparatus were prominent among the commodities
which were higher than in 1961. More than three-fourths of the increase in mer-
chandise imports in 1962 came from the United States.
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There were significant changes in:the’geographical distribution of merchan-
dise exports during 1962 -compared with.1961..0Ona balance of payments basis,
the very large trading deficit with the Umted States was reduced while the surplus
with the United ngdom 1ncreased somewhat and the surplus with other_coun-
‘trles was reduced

" TABLE 31

' : Expontg ' Imnorts o Tfad.e balance . - Percentage change

- Prelim. | | .Prelim. | qgay- |- Prelim. ||.
L[ e | PR | e | Pigg | e | e | weeer
N (Millions of dollars) Exports Imports
United Stateé .......... " 3,213 3,742 | 3,828 4,217 —615 E —475 +16.5 © o 410.2
United Kingdom....... 924 924 593 | . -575(. 4331 +349 0 - =3.0
Other ,Countries ...... .| 1,752 },’698 1,295 1,417 +457 +281 o -3.1 . 49.4
Total...... e 5,889 | 6,364 | - 5,716 6,209 | +173 +155  +8.1 +8.6

) Turmng to the non-merchandise account in 1962, the most sngmﬁcant develop—
ment was a smaller deficit, compared with the correspondmg period in 1961,
Changes in the balance on most major components were, relatlvely small, but
there was substant1al 1mprovement on. travel account

BALANCE ON NON-MERCHANDISE TRANSACTIONS

, , 1952 — 1962 -
MILLIONS OF DOLLARS ' MILLIONS OF DOLLARS

1400 {— NET PAYMENTS ON NON~MERCHANDISE TRANSACTIONS -1 1400
1200 [~ — 1200
1000 (— s omercyreent =} 1000
} 2 TRANSACTIONS
8001~ ' . . : . .. —so0
600 |— o —{ 600
NTERESTAND OIVIOENDS - :
400 ! * ] a00
" 200— h"”‘g"h :xpzumwuts — 200
ER PRGN "s"mpvms o
0 . GOLO PROQUCTION M
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200 — . . 200
NET RECEIPTS ON NON—MERCHANDISE TRANSACTIONS

1952 1953 ° 1954 1955 1956 1957 . [958 1959 1960 196! 1962

~

The seasonally adjusted data for the non-merchandise account indicate a
signiﬁcant improver’nent in the third and fourth quarters of 1962. (The data are
as defined in the National Accounts which differ slightly from Balance of Pay—
ments deﬁmtlons )

v
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I T LN T -". .o TABLE;82. o
' . e NON- MERCHANDISE ACCOUNT
(Seas.onally, Ad)usted at Annual Rates)

Exports Im'bm’-ts 1 Balance
(Millions of dollars)

TQ I96L.eeee e e eeeene e e, ST 1,676 2,876 —1,200
9Q 1961, ... .. DI © 1,764 2,748 984
8Q 1961.... ... .. DRORERRR SR OO 1752 2:808 | —1,056
4Q 1961..... .o S SO L7 | 2812 -~1,096
1Q 1962 prélim............ ST KA e, 1,788 2,852 —1,064
9Q 1962 prelim.. ..o ovonein i S 1,868 3,004 -1,136
3Q 1962 prelim................ v et U 1,872 . 2,720 - —848
4Q 1962 prelim....... TR IR o 1,012 2,720 —808

The third and fourth quarter 1962 reductions in non-merchandise payments -
'were reflected in all categories.  The sharpest reductions occurred in the outflow
of interest and dividend payments which declined from an unusually high second
quarter:level, in payment for miscellaneous current serv1ces and in Canadian
residents?’ travel expenditures abroad. :

The improvement that took place in the travel account in the third and
fourth quarters of 1962 was all with the United States. During 1962 there was a
rise of $75 million in'expenditures in Canada by visitors from the United States
together with a reduction of $39 million in spending by Canadian travellers in
the United States, following the further depreciation of the Canadian currency
in May and the sharp reduction in June in the allowances for duty-free tourist
purchases by Canadians.

The following table 1ndlcates the pattern of the deﬁclt on travel account.,

TABLE 33 -

DEFICIT ON TRAVEL ACCOUNT
(Millions of dollars)

—84 1950, e e e e —207
—121 1960, . ottt —207
~161 1961............... e eerebsasneceranas -—160
—162 1962 prelim.................. PP -50
—193 N

CAPITAL ACCOUNT

Table 34, which shows annual totals for capital mdvements, tends to mask
some,of the more extreme developments which occurred in the course of; 1962,
and largely cancelled themselves out. These developments which, in the ﬁrst
part of the year, involved net capital outflows and were reflected in the exchange
crisis at mid-year, still show some of their effects in the twelve-month totals
-ending December 31, 1962: the outflow arising out -of trade in outstanding
‘Canadian stocks was the first since this series has been classified separately, while
the capital outflow arising out of trade in.foreign securities wasthe; largest in the
postwar period. _ G
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- TABLE.3¢
INTERNATIONAL PAYMENTSACAPITALl MOVEMENTS
. R T Prelim,
LT | e | 1960 | 1961 Tiges.
» _(Millions of dollars) - .
Direot investient in Canada. .. ....vvvvvriereeaneens|  +B50 | © 4680 | 516|525
Direct jnvestment abroad. . ve. seeesieereenneeens]  —80 | Z30] =8| = —100
-Can_adian securities— FE L Lo . FEEES T P .
. Trade in outstanding bonds and debentures. ..... 4+ 91| - +.3 + 63 + 64
Trade in outstanding common and preference ) :
L oY) < VA +110 4+ 51} - - 404 = —116
New issues +707 | . - .+447 7 +533 7. 4708
*: :Retirements.......... PN —268 | * .. —265) . =297 |- " —295
FOreign BOCUIItien. ... .. .cvecsiereeennennn. el s —me| - -
Loans by Government of Canada—Drawings....... — | -7
" Repayments...... 4+ 34 : -+ 32 + 37 _+129
Snbscriﬁtions to IMF, IFC:and IBRD in gold and n s
B.dollars..........ooiviiiiints P - 59 — B e - 1
Change in Canadian dollar holdings of forejgners. . ... T 13 ogas0l T L ) Tl
Special International Financial Assistance......... U P . TS I T 330
Change in official holdings of gold and forefign exchange ) ,‘ ., T ' ,l
(INCTease, —)....coceiverenerensnnnens [P + 70 + 39 —229 |. —537
Other capital movements..................... Lo Hse0| . 4838 |, - a7 |- 4285
Net eapital movement. .................osiveeeeen. +1,604 | +1,248 | 4982 +848

. Developments are more readily discussed by an analysis of quarteﬂy data.
The -following table gives the data in summary form, while a more detailed

‘'statement is contained in Table 36. o
. " TABLE 35 : :
SUMMARY OF CAPITAL MOVEMENTS
1961 ’ 1962
19 | 2@ | 3@ | 4@ | 1Q | 2Q | 3Q | 4Q
b S . B L . (Millions of dbllarsi R
Capital movements in long term| . . A
[ 13) o 1 TN 4186 | 4270 | 4200 +134} + 25 — 14| 260 +-447
Capital movements in short term
. forms............. e R 4256 | 4+ 92| —200( <4273 — 56 —217 | 460 4150
Balance on goods and services..:..| —337 |+ —311}) — 62| —272| —333| —362| — 34 —119
Total of abOVe. . .eevue-nvnnn.| +105 | + 51| —62| +135| —364| —593 | +686 | -+478
Special international ﬁi;ancial as- - )
sistance..,..... U P % PN P & R IR {17 AR =377
Change in official holdings of gold| - . . . [N B " :
and foreign exchange®.......... —105) — 51| +62| —135| 4364 —~114 | —686 —101
(1)Increa.sé'(-—) — - - . . . ... : '

The summary table shows that in thé first' quarter of 1962 the customary
net capital inflow ceased-and was replaced.in ‘the second quarter of the year by
a substantial capital outflow: It was not until the third quarter of the year that
a net capital inflow was resumed. The shift from the second to the third quarter
amounted to almost one billion dollars, much of it representing a “swing” in
ghort-term capital movements. ‘ AU T
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TABLE 36

* INTERNATIONAL PAYMENTS ' "

CAPITAL ACCOUNT

“ 1961 1962
1Q 1 2@ - 3Q |- 4Q L 1Q | 29 7] .3Q: }4Q"
- ‘ - (Millions-of dollars)
Direct investment: in Canada| 140 | 4158 ] -+117 -+100 +110 + 80 | +145 | - =190
' i abroad..... — 29 - 21 — 12|~ 18 | - 3 =30 — 15| ~ 25
-Canadian securities .- | - | | ..., e o
et Tradé in outstanding bonds and T IR . R :
“debentures.............. ... +31| 434 —11} 4+ 9| ~ .8 +--4| +39| -+ 24
_Trade in outstanding eommon
-and preference stocks.....:.... + 13 4+ 324..n..... -5 ~ 14| —447 —.26 — 32
New issues......ovvvenennnnanen. <4101 +190 | +125 | +117 | 4 52 (1)+200 -+ 87 +369
v Retu‘ements .................... - 73 — 924 .~ 29 =103 - — 70} — 68| — 48" —109
Forelgn securltxes .
Trade in outstanding i 1ssues ...... + 3 ........ + 21 —10 - 32 - 37 - 9] —
" New iSsues........o.viiuieniens. - 5| —-18| -7 -7} —.2| -4} — 5]. —
Retlrements .................... + 2 4+ 2] + 38 21 4+ 5 51 + 51 +
Loans by Government of Canada
Drawings......oovevveenenenneni]oneeniifenennn 70 PR PP PP P e - 7.
Repayments.................... + 3| 4+ 7f....... +27| 4+ 3 + 7 + 68 + 51
Subscriptions in Gold and U.S. : : V2
+ dollars to'International Financial
Agencies...........ooveicn o oo o e e -1
Change in Canadian dollar holdmgs N P SN . '
-of foreigners................... = - 5| - 72 -1 + 44 - 32| 4+ 34 - 54 + 24
'Special International ﬁnancxal as- . IERR PN A : S
T I PP P [ N T +707 |........ -~377
CHhange in’ official holdings of gold o ’
and foreign exchange (increase,—)| —105 - 51| +.62 —135 | 4364 =114 —686 —-101
Other capltal movements......... +261 +142 | —187 | +251 — 18 | -—378 | 540 —+111
Net Capltal Movement........... +337 1 +311 | 4 62| 4272 4333 +362| 4 34 +119

®Includes $125 million of new corporate borrowmg which was applied to the refinancing of external

liabilities in other forms.

“TABL

E 37-

NET TRANSACTIONS IN CANADIAN SECURITIES BETWEEN CANADA ~
AND OTHER COUNTRIES

1962
1Q - 2Q | 3Q 1Q
. (Millions of dollars) .
Bonds and debentures .

Government of Canada..............ovvvvsenneedf —14 . —19 +38 +114
Provincial government. .............cooviviinn... + 6 + 3 +16 ~+114
Municipal. ... e +1 -1 +24 - 35
Railways (not guaranteed by government),..,... -3 -1 Creeeeienas — 11
Other corporations. .......c.ooovevvrerueennnnnnns -9 +154® + 4 + 4
Sub-total, bonds and debentures......... .. ..... —19 +138 +82 +-296
Common and preference stocks. ...........c.ouvu =16 —44 —30 o — 44
Total....ooueeinininiii e, —35 +92 +52 252

mIncIudes $125 million of new corporate borrowing which was applied to the reﬁnancmg of external

liabilities in other forms.

’
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- Throughout 1962, the, flow of direct investment remained inward. In the
past ten years direct investment in Canada. has varied between. about :$400
million and $650 million, -depending ‘upon.a variety. of factors.including. the
phasing of: particular new capital formation, refinancing operations; or-acqui-
sition by foreigners of existing Canadian concerns or interests. These financial
operations were considerably larger in 1962 than in 1961. Inflows from direct
investment declined somewhat from the first to the second ‘quarter, then rose
substantlally late in the third and in the fourth quarter to the highest levels in
six‘quarters. Industrlally, the largest 1nﬂows were to the petroleum and natural
gas'industry and iron ore’ projects. ‘

Apart from special ﬁnancmg by a. corporation in the second quarter amount—-
quarter, new secunty transactions in 1962 resulted in-a.-net inflow. of - .approxi-
mately $150 million with most of this inflow occurring in the fourth quarter.
Trade in outstanding Canadian bonds and debentures yielded a net 1nﬂow, most
of which occurred-in the third and fourth quarters. Net. sales were made up mainly
of Government -of Canada direct.and guaranteed: issues. and were on balance
entirely to the United States as there were repurchases from residents of overseas
countries. It will be noted that the yield spread between Canadian and United
States long-term government bonds was considerably . wider in thé third and
fourth quarters, after the exchange crisis, than before it.

Transactions in outstanding Canadian stocks, on the other hand, led to.cap-
ital outflows in each of the four quarters of 1962, amounting in total to $116
million. The sales of Canadian stocks were largely accounted for by overseas
investors; there was only a modest capital outﬂow to the United States arising
out of these transactmns :

- Proceeds. from new .issues of Canadian secur1t1es sold to non—re51dents in
1962 amounted to $708 million. As previously noted, this includes $125 million
involved in the refinancing of external liabilities, which took place in the second
quarter, and the Government of Canada 25-year external borrowing. Apart from
this, proceeds from new issues sold to non-residents were, quarter by quarter,
somewhat below the same period in 1961 until the fourth quarter of the year.

A capital outflow of $79 million took place in 1962 in the form of net pur-
chases of foreign securities; all but $14 million of this occurred in the first half
of the year. The bulk of the outflow was in United States securities.

Official transactions in 1962 (apart from special international financial assist-
ance) yielded a net inflow of $122 million. Most of this represented advance
repayments on outstanding intergovernmental loans of $67.6 million in July by
France, and of $32.1 million by the Netherlands in October.

In the course of 1962 there were some very large and very sharp movements
~of short-term capital. In the first quarter of the year, there was a relatively small
outflow, followed by a large outflow in the second, all of which was more than
offset by a very large inflow in the third quarter and was followed by a smaller
inflow in the fourth quarter of the year. The shift between the second and third
quarters amounted to an éxtraordinary $677 million, of which about $500 million
represented Canadian-owned bank balances and other short-term .funds in
foreign currencies. :
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'Canadlan dollar holdings™of- forelgners yielded capltal outflows in the first
and third quarters of the year; and capital inflows in the second .and fourth quar-
ters. They included a small increase in foreign holdings of Government of Canada
Treasury Bills and a dechne in deposits as the following table shows: :

" TABLE 38 . |
CHANGE IN CANADIAN DOLLAR HOLDINGS OF FOREIGNERS
— Treasury Deposits .

Bills . ete. Total

(Millions of dollars)
+33 —38 -5
—75 +3 . =72
—34 - 433 =1
+18 +26 . +44 -
+18 ~50 —32
450 —16 +34
-3 —51 ° | —54
—61 . 485 - 424

Non-resident holdmgs of finance company and commercial paper increased
in all four ‘quarters of 1962, with inflows amounting to $28 million, $25 mllllon,
835 mllhon and $52 mllhon in successwe ‘quarters.

Quarterly movements of Canadian-owned ba,nk balances and other short-
term funds in foreign currencies in 1962 were respectively - $49 million, —$245
million, +$257 million and +$17 million (plus equals an'inflow, minus equa,ls an
outflow). The second quarter outflow and the third quarter reversal were unpre-
cedented in size.

On June 24, 1962, the Canadian authorltles arranged for 81, 050 mllhon in
credits in forelgn currency, as part of a programme of emergency measures. Of
this total, $400 million represented a stand-by credit with the Export-Import
Bank of Washmgton The remaining $650 million of foreign exchange (equivalent
in value to $707 million Canadian) was in the form of a $300 million drawing
from the International Monetary Fund, a reciprocal currency arrangement
entered into between the Bank of Canada and the Federal Reserve Bank of New
“York for $250 million, and a similar arrangement with the Bank of England for
$100 million. Subsequently, as the situation improved, these arrangements were
reduced or eliminated: The stand-by credit with the Export-Import Bank was
reduced by $250 million in September and eliminated entirely in December. The
reciprocal currency arrangement with the Federal Reserve Bank of New York
was reduced by $100 million on October 31, by a further $75 million on November
-30, and eliminated on December 26; as each reduction took place a similar amount
" was placed on a stand-by basis. The arrangement with the Bank of England was
also reduced in steps on these dates and eliminated on December 26.

- Official holdings of gold and foreign exchange were subject to wide move-
ments in 1962. During the period when the Canadian dollar was under heav1est
pressure there were also substantial “forward” transactions,

- As for the movements in the exchange rate, it will be recalled that, from the
end ‘of June, 1961 to September, 1961, the Canadian dollar settled at about a 3
per cent discount on the United States dollar. In October, however, an upward
pressure on-the Canadian dollar emerged. In resisting this pressure, the Exchange
Fund accumulated $186 million of foreign exchange in October By the end ‘of
that month, the Fund held $2, 111 million.
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Toward the end of 1961 and in early 1962 pressures in the opposite’direction
developed and the rate began to move downward, reaching a 5 per cent discount
on the United States dollar in February whe're it was held through March and
April. Some $32 million of exchange reserves were used up in November, $23
million in December, $134 million in January, $175 million in February, and
$35 million in March However, followmg{ the announcement of a 'General
Election in April, heavy downward pressures re-emerged. The official reserves
declined by $114.6 million in April, while the exchange rate was still held at a
level of approximately 95 cents (U.S.). |

On May 2, 1962, with the concurrence oﬂ the International Monetary Fund

the Government declared a “par value’” for|the Canadian dollar, fixing it at a
rate of-one Canadian dollar equal to 92.5 cents (U.8.), with the normal one per
cent margin either way. A short lull in the market was followed by renewed
downward pressure on the exchange rate whlch gathered force late in May and
- through June, reaching a climax following the indecisive results of the General
Election. By June 24 the “‘spot”’ position of the official reserves had fallen to
about $1,100 million and in addition there were outstanding substantlal forward
sale contracts. .

On. June 24, the Government announced its emergency measures, the
exchange market’ settled and exchange reserves began to increase. At the end.of
June, official holdings totalled $1,809 m11110nl including $650 million arising out
of special international financial assistance. Between June 30 and year end,
reserves rose to $2,539 million, despite repayment of $350 million of special
international ﬁnan(nal assistance.

The value of the Canadian dollar in TU. S. funds averaged about 91. 9 cents
(U.S.) in June, and then subsequently strengthened in July to 92.7 cents (U S.).
It closed the year at 92 8 cents (U.S.).
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FINANCIAL DEVELOPMENTS

MONETARY- AND-FOREIGN -EXCHANGE CONDITIONS

-~

During the first few months of 1962 the continuing cyclical expansion in
economic activity was financed without much change in general credit conditions.
Yields on long-term government bonds drifted gradually lower during this period
and by April, 1962 were under 5 per cent. The yield on three-month Treasury
Bills rose around the end of 1961 from about 2% per cent to 3 per cent but there-
after showed only minor fluctuations through to late April 1962. Interest rate
differentials between Canada and the United States, which had narrowed con-
siderably in mid-1961, declined somewhat further in the early months of 1962.
The total volume of funds raised through net new issues of securities in this
period was appreciably less than in recent years. However bank loans continued
to expand. Early in 1962 the expansion began to be accompanied by a gradual
decline in the banks’ holdings of liquid assets. '
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In late April and May the wave of selling on the New York stock market
initiated similar movements in other markets, including Canadian. At about the
same time downward pressure on the Canadian exchange rate intensified, and
on May 2 the Government announced the introduction of a fixed rate of Can.
$1.00=TU.S. $0.925. Early in May Treasury Bill yields in’ Canada began to rise
fairly rapidly and by mid-May a general upward movement in interest rates
was under way.

From early May to late July the Government Purchase Fund acquired
$113 million in Iong-term bonds to cushion the fall in prices. In a period of little
more than two weeks in June, when bond prices were declining rapidly, the Bank
of Canada bought some $150 million of short-term bonds for cash.

Pressure on the Canadian exchange rate came to a climax in June and
emergency measures were introduced to protect the value of the Canadian
dollar. These measures included re-introduction of a fixed Bank Rate at the high
level of 6 per cent. During the period of the crisis and for several weeks after
there was a complete absence of new security offerings and short-term yields
moved to levels higher than those on long-term securities. On July 3, the prime
lending rate of the chartered banks was raised from 53 per cent to 6 per cent.

GOVERNMENT LONG-TERM BOND YIEI.DS
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. During the summer the banks-were faced by a situation in’ which the more-
than-seasonal increase in the demand for loans which had been occurring in the
spring was continuing, while their cash reserves were falling. At the same time
there was a strong demand by the general public, including industrial and finan-

cial institutions, for securities that, at substantially reduced prices, were offering
very. attractive yields. The banks sold substantial amounts of securities, and
their total assets, together with their deposits, shrank accordingly. The reduction
in the public’s holdings of deposits shrank less rapidly, however, because the
Government was using funds, accumulated from earlier sales of foreign exchange,
to buy up the offerings of foreign exchange that were now being offered as
“fight’* eapital returned to Canada. ’ ‘

As the emergency measures took effect, and the massive financial assistance
from abroad assured the defence of the Canadian dollar at its declared par value,
financial markets began to recover,. monetary policy eased and interest rates

“declined. Bank Rate was reduced to 5% per cent on September 7, to 5 péer cent on
October 12, and to 4 per cent on November 13. The total money supply .
declined to early September and then began to increase. Total liquid- assets
of the chartered banks also increased. The proportion of total bank assets
held in the form of government securities, day-to-day loans, cash and other
liquid assets, which declined from 37 per cent in early 1962 to about 29 per
cent in September, rose subsequently to 34 per cent by early 1963 where it lev-

elled out.
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The yield on 91-day Treasury Bills, which had reached 5% per cent earlier
in the summer, fluctuated around 5 per cent from mid-August to early October,
dropped sharply to about 4% per cent in mid-October and again to about 3% per
cent in November. The yield spread on Treasury Bills between Canada and the
United States declined to around £ of 1 per cent compared with 24 per cent in
July. Yields on long-term Government of Canada bonds which were around 53
per cent in' the summer declined slightly in September and ‘more’ rapidly in
October and-November to a little over 5 per cent. The difference in yields- on
long-term government bonds between Canada and the United States declined to
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about 1.2 per cent, compared :with-1.5 per cent in July and 0.9 -per cent in late
1961 and early 1962.. In mid-November the prime lending rate of the chartered
banks was reduced from 6 per cent to 5% per cent, . - - : o

The period since September 1962 has been characterized by the reappear-
ance, on a significant scale, of Canadian security offerings in New York. In Sept-/
ember it was announced that negotiations had been completed for the private
sale to five life insurance companies of U.S. $250 million in Government of Canada
25-year External 5 per cent Bonds. The proceeds were received in two equal in-
stalments on October 15, 1962, and January 3, 1963, and were used to reinforce
Canada’s official reserves of foreign exchange. The Government of Canada’s
external issue was followed by an appreciable volume of security offerings in the
United States market by Canadian provinces, municipalities and corporations:

Total net new borrowing by Canadian individuals, firms, and governments
through the banking system and the bond and stock markets amounted to an
estimated $3.2 billioh in 1962. This was only slightly higher than the amount
raised in 1961. The demands for particular types of funds during the course of
the year were affected by the disturbances in the financial and exchange mar-
kets. Some detail for each level of government and the private sectors is provided
in Table 39. : : ' o

New cash raised from banks and security issues by corporations and other
private borrowers in 1962 appreciably exceeded the amounts raised in either of
the preceding two years. Reflecting the upward swing in the business cycle,
private borrowers had sharply increased their net borrowings from $380 million
to $544 million from the first to the second half of 1961. During the first half of

TABLE 39 ‘
NET CHANGE IN SECURITIES AND BANK LOANS OUTSTANDING
. 1 Half | 2 Half
— 4 1960 1961 1962 1068 1968
(Millions of dollars)
Government of Canada Lo A Ty
Securities(”..............';... .................. 669 1,110 - 87 —371 1,158
Provincial governments ‘ ’ ' : :
Securities 477 935 669 288 . 381
Bank loans. ... : 89 | -821 . =17 ~22 |- 6
Sub-total 666 853 658 266 387
Municipal go{rernments . ’ .
Securities.............coiiinnn.. i eieeeees 283 2081 215 o101 | 114
Bank loans........ e e e e, ~14 30 -3 45 —48
Sub-total......... ) 238 212 16| 65
Private Canadian Borrowers '
Corporate bonds...... v Ceeegein AR 318 346 314 227 87
Corporate stocks®.................... e 172 224 250 |- 98 © 152
Finance Co. notes..............c.coevinniinn.. ' 10 —67 70 43 27
Bank loans®. ... s 392 422 888 666 222
Sub-total.......... TR 92| 924 | 1,681 1,088 488
Total.......... e e TR 2,396 3,126 3,172 1,074 2,098

,
Source: Bank of Canada.. : ‘
MGovernment of Canada and C.N.R. securities held outside Government accounts.
@ Excludes chartered bank stock issues.
@All other chartered ‘bank loans in Canadian currency,- including day-to-day and call loans to
securities dealers and Mortgage Loans. - ' .

Nore: Totals may not add due to-rounding. -
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1962 there were ‘special influences which caused’ their rate of borrowing to ac-
elerate to a total of $1,033 million, practically all of which was concentrated in
the second quarter. Private borrowing was about 25 per cent higher in this quarter
than in any previous three-month period. Much of the private borrowing was
in the form of bank loans.

The swollen level of bank loans during the summer was partly associated
with the continued expansion in the economy. In addition there were other
influences which probably contributed. In the period leading up to the exchange
crisis, expectations of a further fall in the value of the Canadian dollar probably
led to advance buying of imports and remittance of earnings abroad. Some
corporations and governmental bodies postponed security issues because of
unsettled conditions in the stock and bond markets and relied instead on bank
loans. Some bank borrowers may have anticipated tighter money conditions, and
engaged in precautionary borrowing.

The decline in private borrowing from $1,033 million in the first half of 1962
to $488 million in the latter half, probably reflected, in part, the reversal of the
above temporary influences together with the effects of reduced business inven-
tory accumulation towards the close of the year. :

Overall borrowings by governments were sharply lower in 1962 than in
1961. The distribution of borrowings between the two halves of the year was
opposite to that described above for the private sector. The uneven distribution
of borrowings by the Federal Government accounts for most of the concentration
of total government borrowings in the second half of the year.

The pattern of federal financing was sharply distorted by foreign exchange
developments during 1962. In the first half of the year large scale liquidation of
exchange reserves by the Federal Government provided it with funds to maintain
unusually large cash balances at the chartered banks, and at the same time
appreciably reduce the total amount of marketable government bonds outstand-
ing. On June 24, one of the emergency measures announced was that the cash
resulting from the sale of foreign exchange since the beginning of the 1962-63
fiscal year—about $600 million—would be earmarked for future purchases of
foreign exchange by the Exchange Fund Account.

In the course of rebuilding the exchange reserves the Federal Government
drew down its cash balances at the chartered banks from July to early November
raising new cash from securities market again. In the second half of 1962 the

. Federal Government raised $1,158 net million from sales of Canada Savings
Bonds and marketable securities to the public, and from net sales of securities
held by Government accounts. A )

Following the mid-year financial instability the Federal Government’s
first public financing operation on August 1 took the form of a straight refunding.
An issue maturing on June 15 had been paid-off out of government cash balances,
some of this issue having been handled previously by an advance refunding with
the Bank of Canada. Included in the August 1 refunding was the sale of $120 mil-
lion in 18-year bonds. This was the first long-term issue since the C.N.R. issue in
late 1960. o ' ’

In September the Federal Government raised net new money from the
securities market for the first time since March. At each weekly auction of
Treasury Bills from September 6 to November 1, it sold $15 million more than
the amounts maturing, raising a total of $135 million in new cash. A further $82
million-in new cash was raised from domestic debt operations on October 1.
The debt management operations from December 1 to January 1 constituted, on
a net basis, a refunding of existing government debt.

. The, average term to maturity of Government of Canada and C.N.R.
market securities was steady at about eight years during the first seven months
of 1962. It lengthened to eight years and two months in August, reflecting the
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issué. of. 18-year bonds and’ lengthened -again. if sDecember to eight"years five
months, reflecting. the fact that:almost all the-holders of the 5% per-cent Govern:
ment of Canada bonds.due April 1, 1963 exercised their option to exchange them
by-the end of 1962, into an equal.par value of ‘5%.per. cent non-callable bonds due
Apnl 1, 1976.

The yield to. maturity offered on the 1962 Series-of Canada. Savmgs Bonds
'announced ‘on September-.14, was high; and sales were: large. The bulk of- the .
proceeds from the sale of Canada. Savings:Bonds became available to the govern-
ment in :November, and accounted, as in previous years, for a sharp increase in
government cash balances in that mqnth:v The net sale of Canada Savings Bonds
during 1962 provided the Government. with $540. million in new cash compared
to $486 million in 1961, $382 million in 1960 and $317 million.in 1959. Individual
purchase orders:for.the.1962.Series up to March 31 numbered. almost 1,667,817
of which 674,894 were made under the Payroll Savings Plan at factories, offices
and other places of work. The, average. amount, of the 1962 Series bought by
each person under the Payroll Savmgs Plan was $343

fo

HOUSING FINANCE

Housmg starts totalled 130 000 in 1962, an increase of 3. 6 per ‘cent from
those in 1961 Expenditures on re31dentlal constructlon rose-8 per cent to a total
- of $1.6 billion. This represented 3.9 per cent of Gross National Expenditure in
1962, the same as in 1961, but soméwhat less:than in prev10us years, reﬁectmg
in part the dechne in net. famlly formation.

. 'There were 1mportant shifts during 1962 in ‘the composmon of housmg‘
starts, by -type, and’ in the sources of financing for residential construction ex:
penditures. Starts of rental dwéllings increased noticeably -while starts of dwell-
ings for-homeé-ownership-‘declined slightly. The proportion of rental dwelling
starts to total starts incredsed from about 37 per cent in 1961-to about 41 per

cent in 1962: Partly -associated with this trend ‘was-ah increase in conventional
mortgage lending and a shift away from financing under N.H.A. (See Table 40.)

, TABLE 40 .
EXPENDITURES ON NEW “HOUSING BY SOURCE OF FUNDS

— .- seo. | e | 1962
E ’ (Millions of dollars)
CMHC direct loans and other public funds.; ................ Totg08 | 300 224
Institutional funds—NHA . 2 R T T I
Chartered banks ... .......oo.oiuiieninin. N T 42 R O )
Life Insurance Companies................... B 3 -2 R 1 i I T227
Loan and Trust Companies, etc, : S IR ;3 IR (V) ... 170
- Sub-total............ [ S, e T v/ A ... 888 .. ... 897
Institutlonal funds—Co’nventional : . . . P T I
- Life Insurance Companies..........ccv.cienivinenennne... 201 171 277
Loan and Trust Compames, etC......... A, 93 | 79 133
Sub-total............ e e C 294 250 411
Equities of owners in addltlon to the above Mortgages a.nd » L ' S ' o
other funds® ., .......... PR S S . 692 |- 547 | " 876
Total® ... ‘.'. ............. e e 1,472 ) 'l 485 - 1608

(1)These mclude equltles of owners or builders on dwellings bemg financed with mortgages from pubhc
funds'or from institutional lenders. They also include €quities on dwellings financed with mortgage loans
from non-institutional lenders or by loans other than mortgages, or equities on dwellings fully ﬁnanced by
their owners.

@ Differs slightly from public and private expenditures on housing in Table 14, which mcludes major
alt%rati,:ions to buildings but not the cost of land. Table 40 includes the cost of land but not major alterations
to buildings.

Norte: Totals may not add due to rounding.
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- N.H.A. lending-activity.in 1962, including institutional and direct C.M.H.C.
loans, was below the previous year. The decline was particularly- marked from
June to November and was associated with a temporary narrowing in-the spread

"between the maximum N.H.A. interest rate of 63 per cent in 1962 and long-term
bond yields. ,

In 1962 C.M.H.C. conducted. further auctions of insured mortgages from
its portfolio as part of its continuing actions to promote a secondary market in
mortgages. Sales totalled $48 million compared to $40 million in 1961. On
December 6, 1962, the Government announced the establishment of a $100
million re-discount facility as a further step in the development of a secondary
market for N.H.A. mortgages. C.M.H.C. will make funds available as a lender
of last resort to N.H.A. approved lenders. Total loans to any one company may
not exceed three times its paid-up capital or $5 million, whichever is the smaller.

CoNsuMER CREDIT

Personal expenditures on goods and services increased 5.2 per cent in 1962
compared to 4.1 per cent in 1961. Sales of new automobiles featured prominently
in the increase. In 1962 consumer credit extended by banks, finance companies
and retail stores rose by 8.7 per cent or $296 million compared to 6.0 per cent or
$192 million in 1961. _ ) » :

During the year there were divergent trends among the main lenders. The
sharp increase in chartered bank consumer credit levelled off after mid-year,
after allowance for seasonal influences, then started to rise again at the close of
the year. Instalment finance company loans stopped declining early in 1962,
followed a level trend during most of the year, and then towards the end of the
year started to pick up. The small loan companies accelerated the previously
moderate rate of increase in their loans in late 1961 and continued in this trend
throughout 1962. Credit extended by retail stores rose moderately in 1962.

TABLE 41
NET CHANGE IN CONSUMER CREDIT AND OTHER LOANS TO INDIVIDUALS

-_— 1960 19617 1962
, * (Millions of dollars)
Consumer Credit
Chartered bank personal loans secured by household
property ete. (0. ... i 138 173 153
Instalment finance companies....... S N B 22 —-72 15
Small 10an compPanies. ....ooeeee v eenerieieiioienrenaennsin 656 - 45 95
Department stores................ 50 33 26
Otherretaildealers..........cooovenieiereiiiiiiiinan. . =5 13 . 7
Total. .ot e e e 270 192 296
Other Loans
Chartered bank personal loans secured by bonds and stocks.. 4 50 36
Chartered bank government-guaranteed home improvement| i
0 T U N -4 10 4
.Life insurance Co. policy loans.............. i ieereiaeas 21 14 13
Quebec'savings banks.............ooiiin e e 1 3 10
Credit unions......cccooeviiiiiiiiiiiiiii e 36 92 - n.a.-

) WExcludes personal loans fully secured by marketable bonds and stocks and homé improvement
oans.

n.a.=mot available, '
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- PART IF , ‘,
-~ . REVIEW OF GOVERNMENT ACCOUNTS.
1962-63

1. INTRODUCTION

This Part of the Budget Papers presents in a concise manner a review of
the accounts of the Government of Canada for the fiscal year 1962-63. The
figures used are preliminary and will vary to some extent. from the final figures
when they become. available -on the closing of the books. The government’s
fiscal year ended on March 31, but in accordance with section 35 of the Financial
Administration Act the books must remain open for. some time after that date
to take into account all payments up to and including April 30, originating in
and properly chargeable to the fiscal year.1962-63 and to record various adjust-
ing entries.

When Parliament was dissolved on February 6, 1963 the Revised Estimates
and Supplementary Estimates (A) and (B) for 1962-63 had not been passed
. by the House of Commons. At that time Appropriation Acts had been passed
authorizing the expenditure of only ten-twelfths of the’ estlmates, and the
remainder- of the payments for the fiscal year were made under the authority
of Special Governor General’s Warrants issued .on February 8, 1963 and March
4, 1963 in accordance with section 28 of ‘the Financial Administration Act.
It is not expected that the books for the fiscal year will be closed until a Special
Appropriation Act is passed. by. Parliament, - covering. the. Special Governor
General’s Warrants and authorizing certain accounting adjustments that remain
to be made. :

2. HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS
DURING 1962-63

v This section outlines the budgetary and non-budgetary transactions, the
operations of the old age security fund, and the debt transactions during 1962- -
63, and the cash position as at March 31, 1963.

~ The following table summarizes the budgetary and non-budgetary trans-
actions for the fiscal year and indicates how the budgetary and non-budgetary
transactions, including changes in unmatured debt, affected the government’s
cash balances. More detailed explanations of these transactions are given in
subsequent sections of this Part. e
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TABLE 1

(in millions of dollars)

Fiscal year ended March 31
SUMMARY oF BUDGETARY AND NON-BUDGETARY TRANBACI‘IONS
AND CHANGES IN CasH PORITION 1963 1062
(preliminary)
Budgetary transactions— )
Revenues— .
B . 5,237 5,111
D31 639 619
5,876 5,780
Expenditures— Tt o
D8 T G —1,602 —1,650
Non—defence .......... e PR —4,9083 —4,871 |
oo . . - —6,5686 :,—6,‘§21 -
R 0 S U o T P —-709 -791
Non-budgetary transactions— - , R
Receipts and credits (excluding unmatured debt transactlons)-— ’
Repayment of temporary loans to old age security fun 17
Repayment of advances to the exchange fund account.. . 231
Repayment of other loans, investments and’ workmg cap al .
AAVANCOS. . . nt e el et eererer v iene e eaenaraanaiesans 162 120 -
Increase in non-mterest—beanng notes payable on demand 385 -
Net govemment annm'mes account receiptS.................00 26 36
Net insurance and pension account receipts................ .. 473 257
" Other non-budgetary recexpts ....................... e - 94 216
1,140 877
stbursemen;:s and charges (excluding unmatured debt transac-
tions
Temporary loans to old age security, fund.............00iieee o =41
Decrease in non-interest-bearing notes payable on demand.. —~12
Other loans, investments and working capital advances . —481
-+ " Advances to-the exchange fund account............5.... Li ’
‘Other non-budgetary disbursements................... P =71
: ' T - —664
" Net a.mount avallable from or. requxred for (=) non-budgetary
L3 €20 1T Yo 5 o) 1T J0 —758 313
Overall cash requlrements to be ﬂnanced by increase in debt or
- decreasein cash balances:............. .....oo it —1,467 478
Net tncrease in unmatured’ debt ou andlng in the hands of the, s
R 11 1) N .. 1,064 ‘ 895
Net increase of decrease (—) Iri Receivér General bank balances. .. .| - —403 - 417

Budgetary transactions

The. revenues and expenditures as forecast in the budget speech of April
10,-1962 and revised on October 22, 1962 and the actual figures as now estimated

are shown in the following table.

TABLE 2

(in millions of dollars) -

. Increase or decrease (—)
. Budget Revised h :
BUupGETARY TRANSACTIONS FOR forecast’ forecast (ﬁc?“"l- comé);r?gﬁgv}tl:e?::fber
+ Fiscar YrAR 1962-63 ‘April 10, October ;:rlyn)u- ! 0 :
1062 22, 1862 Amount Per cent
ROVEDUES. ... ... eeurernnrnnarnesnes 5,780.0 | 5,930.0 | 5,876.1 253.9 —0.01
Expenditures.........ocvnvveenennrannans —6,525.0 | —6,500.0 | —6,585.1 85.1 131
Burplus or deficit (—)......covennernnn.. -745.0 —570.0 —709.0 139.0
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Revenues .
The budgetary revenues for the fiscal year ended March 31,1963 amounted
t0-$5,876 million. This is $54 million or almost one per cent-less than the revised

ﬁgure of -$5,930 million forecast on October 22, 1962, and $146 million or 2% per
cent more than the total of $5,730 million collected in.the fiscal year 1961-62. -

- Tax revenues accounted for $126 million of the increase over the previous
year. The: :yield from personal income tax was $48 million less than in 1961-62
due to the provmc1al tax collection agreements which came into effect’ on Jan-
uary 1, 1962, offset in part by .a higher level of incomes during the year. The
yield from corporatlon incdome tax was $19 million less than the 1961-62 collec-
tions also due to the provmcral tax collection agreements offset in part by higher
corporate profits in’ 1961. Receipts from the sales tax were $46 million more,
from customs import duties $111 million more (due to special surcharges imposed
by the government in order to bolster the foreign exchange reserves) and from
excise duties $19 mijllion more than the comparable amounts in 1961-62. '

Non-tax revenues. accounted for $21 million.of the total increase in revenue.
Post office revenue was $9 million higher, receipts from other non-tax revenue
were $8'million higher and returns on investments were $4 million higher than
the prev1ous year.

Ezpenditures

Budgetary expendltures in the amount of $6,585 million in 1962-63 were
$85 million or apprommately 1.3 per cent higher than forecast on October 22,
1962 and $64 mllhon or. apprommately one per cent more than total expendltures
1n 1961 62.

Expenditures for defence again constrtuted the largest 1tem amountmg
to $1,602 million or 24 per cent of the total expenditures, compared with $1, 650
million or 25-per cent’ in’ 1961—62

Civil or non- defence expendltures amounted to $4,983 million, an increase
of $112 million over the correspondmg total for the previous fiscal year. There
were mcreases of $179 million m expend1tures of the Department of Labour
ance) and $83 million' in expendltures of the Department of National . Health
and Welfare (including an increase of $53 million in-the government’s contri-
bution under the Hospital Insurance and Diagnostic Services Act) and decreases
of $158 million in the expendxtures of the Department of Finance (including a
decrease of $266 million in fiscal; tax-sharing, subsidy- and- other payments to
provinces due to the lapsmg on’ December 31, 1961 of the 1957 tax:sharing agree-
ments, offset in part by an increase of $79 mllhon in public debt charges) and.
$53 million in expenditures of the Department of Agriculture (including decreases
of $40 million in the prairie farm emergency fund deficit and $40 million in pay-
ments to western grain producers due to the fact that no provision had been made
for such payments for the 1962-63 crop year, offset in part by an increase of
$50 million in the net operating loss of the agricultural stabilization board).

More detailed explanations of budgetary revenues by source and expend-
itures by classification and department are given in section 3-of this Part.

Deficit

: On the basis of these preliminary ﬁgures the deficit for the fiscal year was
$709 million compared with the deficit of '$570 million as forecast on October
22, 1962, and the deficit of $791 million in 1961-62. :
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Non-budgetary transactions RIS
.. A net.amount of $758 million was required -during the fiscal year to finance
hon-budgetary. transactions (excluding unmatured debt transactions). Non-
budgetary disbursements and charges. totalled -$1,898 million and receipts and
credits, $1,140 million. Requirements for disbursements and charges were;
$943 million for advances to the exchange fund; $614 million for other loans and
investments and working capital advances; $41 million for temporary loans to
the old age security fund; and $300 million for other non-budgetary disburse-
‘ments. Amounts available from various receipts and credits’ were: $385 million
from non-interest-bearing notes payable on demand; $499 million from the net
receipts from various annuity, insurance and pension accounts; $162 million
from repayments of loans, investments-and working capital advances; and $94
million from other non-budgetary sources. . :

Old age security fund -

Pension payments from the old age security fund totalled $734 million in
1962-63 compared with $625 million in the previous fiscal year. The increase of
$109 million was largely the effect of the increased rate of payment (from $55
to $65 per month) effective February 1, 1962. The full impact of the increased
expenditure resulting from this increase was not reflected in the 1961-62 totals
as they were in effect for only two months of that year whereas in 1962-63 they
were in effect for twelve months. As there was a balance of $2 million in the fund
at March 31, 1962, the excess of $43 million of pension payments over receipts
was financed by temporary loans from the Minister of Finance in the amount of
$41 million. These loans were outstanding at March 31, 1963. .

. The transactions in the account during 1962-63 compared with those for
the previous fiscal year were as follows:
’ Fisca}g%rear ended March 31

. (preliminary) 1962

(in millions of dollars)

Pension payments......... ........... 734 | 825
Tax receipts........ Y 691 644
Excess of receipts over payments applied in part to the re-
payment of temporary loans from the Minister of Fi-
nance, or excess of payments over receipts (—) covered in
part by temporary loans from the Minister of Finance. .

=
N =4

Balance in fund.....cooveriiiiiiiiieiiiriieiriarencosaonns
Temporary loans outstanding at fiscal yearend.............

|
[= 14

Debt transactions ‘ : ‘ : .

During 1962-63 the gross public debt increased by $1,904 million to $24,812
million due to an increase of $1,016 million in unmatured debt and $888 million -
in other liabilities. The increase in unmatured debt was the result of the govern-
ment issuing securities amounting to $4,385 million (excluding the refunding of
treasury bills which mature weekly) plus an adjustment of $10 million due to
revaluation of securities (issued in prior years) payable in London and New
York, and redeeming or converting issues in the amount of $3,379 million. During
the same period the government’s net-assets inereased by $1,195 million to $10,875
million. As a result, the government’s net debt was $13,937 million at March 31,
1963, the increase of $709 million being equivalent to the budgetary deficit for
the fiscal year. v . : )
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Cash position-. - - . . : R I

The government’s cash position was $403 million lower at March 31, 1963
than it was at March 31, 1962. The -budgetary.deficit of $709 million plus the
amount of $758 million required for non-budgetary transactions was financed
by increasing unmatured debt outstanding in the hands of the public by $1,064

million and by drawirig' down Receiver General cash balances b}'fi‘%()? million.

4

N . N

"« BUDGETARY REVENUES AND EXPENDITURES <. ' <

o . i . Fiscal Years Ended March 31 - [
, RN . . Billions of Dollarss T
10f . i
H BUDGETARY DEFICIT R
H — Millions of Dollers :
! 1000 . =h
8~ 500 . |
: o .y v . f
- @ @z : REVENUES ) :
ol NN A N i
11

19597 1960" 1981 1982

I7z)u’sm.7mm:s'

.
i .
6 : =8
|
l:
; -
i
—{4
—2
5 0
1962

® praliminary

3. THE BUDGETARY ACCOUNTS

Total revenues were $5,876 million for 1962-63, $146 million more than the
total for the previous year. Total expenditures were $6,585 million, an increase
of $64 million over the total for 1961-62. The deficit for the fiscal year 1962-63
was $709 million compared with $791 million for the previous year.

TABLE. 3 Tl

Bupeersry Revenues, ExpENDITURES AND Dericir . -
(in millions.of dollars)

Fiscaf year ended March 31 Budgetary Budgetary Deficit (—)

revenues expenditures
1959 e SNV TSR TERSURTN 4,754.7 5,364.0 ~609.3
19601 ..+ ee e 5,280.8 |  5,702.9 —413.1
I9BL. ..t 5,617.7 5,958.1 ~340.4
10624 . .............. [T U RSO UUR U UR 5,729.6 6,520.6 ~791.0
1063 (preliminary). . .o.....vvveneeiineeinn SURPR 5,876.1|  6,585.1 ~709.0.

Y 68993-5—17
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BUDGETARY REVENUES BUDGETARY EXPENDITURES-
BY MAJOR SOURCE . BY MAJOR FUNCTION
For Fiscal Yeor Ended March 31, 1963

% EXCISE DUTIES  SALES
AND OTHER EXCISE TAXES

$AKY %

R0

RIS
XL

'S RESOURCES AND
HEALTH WELFARE AND 3 INDUST. DEVELOPMENT
SOCIAL SECURITY 1

PERSONAL
INCOME TAX
- 30%

1. Does not ‘incdude poyments out of old age security fund.

T it govermmam tor” wpae poposen, | o

.- ‘ - A. REVENUES .
Budgetary revenues were $5,876 million for 1962-63 compared with $5,730
million in 1961-62, an increase of $146 million or approximately 3 per cent.
Tax revenues of $5;237 million accounted for 89 per ‘cent of the total and non-
tax revenues of $639 million accounted for 11 per cent.

BUDGETARY REVENUES BY SOURCE.
_ Fiscal Years Ended March 31
Billions of Dollars

-6
1% OTHER REVENUES
TOTAL FROM TAXES 89%

% CUSTOMS IMPORT DUTIES

EXCISE DUTIES, SALES AND -4

) 2
R& OTHER EXCISE TAXES,
20%.//]. CORPORATION INCOME TAX . ...
30% PERSONAL iNCOME TAX ]
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TABLE 4 S Fe

"BUDGETARY REVENUES BY MAJOR SoURCES: " - N :
! (in millions of dollars) . : . .

Fiscal year ended March 31 " Increase.

: or
decrease (—)
" Source ) ' (preliminary) 196? . ]

Amount | Per cent | Amount | Per cent | Amount | Per cent

Tax revenues— -
Income tax— N
Personal (1).....ovvivvvieniiin.., 1,745.0 29.7 | 1,792.7 31.3 —47.7 . -2.7
Corporation (1).....ovvveverennnnnnns 1,183.0 ©20.1| 1,202.0 21.0|  -19.01" ~1.6
On dividends, interest, etc., going- | )
abroad................ ...l 129.0 2.2 112.3 2.0 16.7 14.9
Excise taxes— '
Sales (..coieiiiiiiiniennnn., 806.0 13.7 759.7 13.2 46.3 6.1
Otheruu.unenessneneinnnnnn... .| 260.0 44| 262.5 46| -2.5 -1.0
. Customs import duties............... 645.0 ’ 11.0 534.5 9.3 110.5 20.7
Excise duties.............oooieiinal. 382.0 |. 6.5, 362.8 6.3 | 19.2 | 5.3
Eistate tax (1)...cv.verreessereneenn. 87.0 - 1.5 84.6 1.5 2.4 2.8
Other taxes........covvevevennnnnnan., 0.1 0.1 ' A :

5,287.1 89.1| 5,111.2 s9.2| 1869 2.6

Return on investments................ 311.0 ; 5.3 307.5 5.4 3.5 1.1

Post office revenue.................... 193.0 | -~ 3.3 183.7 3.2 9.3 5.1
Other non-tax revenue,............... 135.0 2.3 127.2 2.2 7.8 6.1
. 689.0 10.9 618.4 10.8 20.6 3.8
Total budgetary revenues........... 5,876.1 100.0 { 5,729.6 100.0 146.5
1962-63

~ (preliminary) 1961-62

) Excluding tax credited to the old age security fund-—

Personal income taX...cc.vivviiiiiiinieiiiisnnenan. 273.8 259.0°
Corporation income tax....... e . 115.3 100.1
B8l BT, e eerrerrnneeerrreneeerernieeenernnaennns L s02.2 284.9

' 691.1 644.0

® Includes dut}es levied under the Dominion Succession Duty Act.

(1) TAX REVENUES °

,

Federal-provincial tax-collection agreements

The receipts from personal and corporation income taxes and the payments
to provinces were lower in 196263 than in the previous year due to the lapsing
of the 1957 tax rental arrangements. Under the 1957 tax rental arrangements,

68993-5—T}




100

the obligation on the renting provinces-to abstain from the imposition of per-
sonal and corporation income taxes was to lapse on December 31, 1961. Under
the new arrangements the former renting provinces have all imposed personal
and ‘corporation income taxes effective January 1, 1962. The Government of .
Canada, in place of the tax rental arrangements, offered to enter into tax collection
agreements with the provinces whereby Canada would undertake to collect,
without charge, the provincial personal and corporation income taxes at rates
determined- by the provinces, provided that the provincial personal income tax
was expressed as a percentage of the federal personal income tax payable and
the provincial corporation income tax employed a definition of corporate taxable
income identical with the federal definition. To facilitate the imposition of the
provincial income taxes, the Income Tax Act was amended in the 1961 session
of Parliament (1) to reduce the federal income tax payable by individuals
resident in the provinces by 16 per cent in 1962 and by a further one per cent
in each subsequent year until the deduction amounts to 20 per cent in 1966,
and (2) to reduce the federal tax rate on the taxable income of corporations
earned in the provinces by 9 percentage points. Canada has entered into agree-
ments to collect the personal income tax, with all the provinces with the excep-
tion of the Province of Quebec, and to collect the corporation income tax, with
all the provinces with the exception of the Provinces of Ontario and Quebec.
With the exception of Saskatchewan and Manitoba, the provinces which have
entered into tax-collection agreements have imposed personal and corporation
income taxes equivalent to the federal withdrawal. The Provinces of Manitoba
and Saskatchewan have imposed personal income taxes at 22 per cent rather
than 16 per cent of the federal tax payable and 10 per cent rather than 9 per
cent of the taxable income of corporations.

~ Under these agreements payments are made monthly to the provinces
based on estimated receipts. When the actual amounts of the returns are estab-
lished, usually in the month of December following the fiscal year-end, adjust-
ments are to be made with the provinces. '

Tax on personal incomes

i.© The personal income tax:was again in 1962-63.the largest source of govern-
ment revenue. The yield (excluding the old age sécurity tax) was.$1,745 million
or 30 per cent of all budgetary revenue, $48 million or 3 per cent less than the
1961-62 collections. However, in addition to. the federal revenue .of $1,745
million, $252 million was collected on behalf of the provinces under the new
fedeéral-provincial tax collection agreements. This compares with the situation
in 1961-62 when all income taxes (with the exception of $37 million which
had been collected for the provinces) were credited to federal revenue and
payments were made to the provinces and charged to budgetary expenditure.
Therefore, although the government’s books reflect lower receipts of personal
income taxes in 1962-63 when-compared with-1961-62, there was actually an
increase of $204 million in personal income.taxes collected.due to higher levels

The tax on personal incomes levied under the Old Agé Security Act and
credited to the old age security fund amounted to $274 million.

Corporation income tax

On January 1, 1962 the system, whereby'the federal government made
tax rental payments to certain provinces and charged these to expenditures,
was changed so that the provinces’ share of corporation income taxes is collected
by the federal government and is remitted directly to the provinces without
being included -in federal revenue or. expenditure. In addition to the federal
revenue of ‘$1,183 million (excluding the old age security tax), $65 million’ was -
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collected on behalf of the provinces. Although the government’s accounts
show lower collections of corporation income taxes of $19 million or 2 per cent
when compared with those of 1961-62 there was actually an increase_of $46
ndillion in collections: The increase was due to higher corporate-profits forthe
calendar year 1961 on which collections of corporation mcome taxes in 1969 63
were largely based. ; . ;

Provincial corporation income taxes collected by the federal government
are remitted to the provinces in accordance with agreements betweeny the
federal government and the provincial governments. A more detailed e‘cplanatlon
will be found at the beginning of this section on tax revenues, :

In addition to the above, the tax on incomes of corporations. lev1ed under
the Old Age Security Act in the amount of $115 million was credited to'thé 6ld
age security fund.

Taxes on d1v1dends, interest, etc., going abroad

- Revenue in this category is derived from taxes withheld on payments -of
dividends, interest, rents, royalties, alimony and income from estates and trusts
paid to non- residents. Collections for 1962-63 were $129 million, 4an increase of
$17 million over the comparable total for 1961-62 reflecting h1ghe1 dividend
payments in 1962.

Excise taxes

Revenue under this heading includes collections from the general sales tax
and other special excise taxes.

From a revenue standpoint the sales tax was the most important tax levied
under the Excise Tax Act. Receipts therefrom (excluding the old age security
tax) were $806 million, $46 million or about 6 per cent higher than in the previous
. fiscal year.

The tax on sales, levied under the Old Age Security Act, in the amount of
$302 million was credited to the old age security fund.

Excise taxes levied under the Excise Tax Act, other than the general sales
tax, were $260 million, a decrease of $3 million from the 1961-62 total of $263
million. The main changes were an increase of $9 million in the excise taxes on
tobacco products and a decrease of $14 million in net revenue from the excise
tax on passenger automobiles. In 1961-62 the excise tax on passenger automobiles
amounted to $25 million and refunds due to the repeal of the tax effective June
21, 1961 totalled $11 million resulting in net receipts of $14 million.

Customs import duties _

Customs import duties were $645 million for 1962-63, an increase of $111
million over the comparable figures for 1961-62. This increase was due in large
part to the surcharges which were in effect in 1962-63.

Excise duties

Excise duties are levied on alcoholic beverages and tobacco products.
(Additional taxes on tobacco products are levied under the Excise Tax Act.)
Net receipts in 1962-63 were $382 million compared with $363 million in 1961-62.
Gross receipts of $221 million from taxes on alcoholic beverages and $166 million
from taxes on tobacco products were partly offset by refunds and drawbacks
totalling $5 million. Comparable amounts in 1961-62 were $207 million, $160
million and $4 million respectively.
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PRINCIPAL SOURCES OF TAX REVE&UES
Fiscal Years Ended March 31
___Millions of Dollars

2000 PERSONAL INCOME TAX ) 2000 2000 CORPORATION INCOME TAX Tj2000
1000 1000 1000 1000
0 0 0 0
, I —

CUSTOMS DUTIES
EXCISE TAXES -
1000 1000
EXCISE DUTIES
500 — ~{ 500
: maa
1959 60 61 62 63°* 60 61 62 63*
* preliminary

Estate tax

Revenue from this source was $87 million for 1962-63, an increase of approxi-
mately $2 million over the total for the previous year.

Other taxes

Revenue under this headmg was $100 thousand, slightly hlgher than for
1961-62. . .

(2) NON-TAX REVENUES

Non-tax revenues totalled $639‘million for 1962-63, an inérease of $21 million
or approximately 3 per cent over the comparable total in 1961-62.

TABLE 5
(in millions of dollars)
. Fiscal year ended . Increase or
' March 31 ' decrease (—)
Non-Tax REVENUES : ’
(preliminary) 1962 Amount Per cent
Return on investments............coo0veuen .. 311.0 307.5 3.5 1.1
Post office revenue......... -193.0 183.7 - 9.3 5.1
Refunds of previous years' expenditure. . vele 22.4 18.1 4.3 23.8
Services and servicefees............... 45.8 42.4 3.4 8.0
Proceeds fromsales..........ccviiiiiiiiinan, 25.9 25.9
Privileges, licences and permits.................... 24.9 23.3 1.6 6.9
Bullion and coinage....... . . - 8.8 8.0 0.8 10.0
Premium, discount and exchange.. . Cveeees ) 1.8 —-1.8 —100.0
Other.................. .. . 7.2 7.7 —0.5 ~6.5
639.0 618.4 20.6 3.3
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Return on investments
Receipts in this category amounted to $311 million for 1962-63, about $4
million more than the total in 1961-62.
' TABLE 6

(in millions of dollars)

Fiscal year ended
: March 31 Increase
RETURN ON INVESTMENTS " d or -
1963 ecrease (—
(preliminary) 1962
Loans to, and investments in, Crown corporations—
Bank of Canada—profits........ccoeveiiiiiiiinnnnnn, 96.7 107.7 —11.0
Canadian National Railways........................... 3.8 1.4 2.4
Canadian National (West Indies) Steamships Limited.. 1.2 -1.2
Canadian Overseas Telecommunication Corporation. . .. 2.0 1.5 0.5
Central Mortgage and Housing Corporation............. 79.9 71.8 8.1
Eldorado Mining and Refining Limited................. 3.0 5.0 —2.0
Farm Credit Corporation...........cooiiiivnveneninnen 8.5 6.0 2.5
National Capital Commission.... 1.8 1.5 0.3
National Harbours Board................oociiiiininne, 3.5 3.9 —~0.4
Northern Canada Power Commission............. PO 1.7 0.9 0.8
Northern Ontario Pipe Line Crown Corporation......... 4.1 4.3 -0.2
Polymer Corporation Limited.......................... 1.5 3.0 —1.5
Miscellaneous. .........ooviiii ittt 0.5 0.3 0.2
: 207.0 208.5 —1.5
Other loans and investments—
United Kingdom................... 21.5 21.8- —-0.3
Qther national governments 7.8 9.0 —1.2
Provineial governments 0.7 1.7 -1.0
Soldier and general land settlement loans and veterans ‘
land act advances..........oivviriiieiiaieaens 6.3 6.0 0.3
Exchange fund account........... 35.2 32.6 2.6
Purchase fund account........... - 10.3 9.3 1.0
Securities investment account 2.0 - 5.7 -3.7
Sinking fund and other investments held for retirement, :
of unmatured debt........... ...l il 1.1 0.7 0.4
Interest-bearing deposits with chartered banks......... 14.4 6.4 8.0
Unemployment Insurance Commission................. . 3.0 -3.0
Miscellaneous. « . oo ve it i e e i 4.7 2.8 1.9
104.0 - 99.0 5.0
311.0 307.5 3.5

Receipts from Crown corporations were $207 million in 1962-63, a decrease
of $2 million from the total in the previous fiscal year. The main changes were
a decrease of $11 million in the Bank of Canada profits and ‘an increase of $8
million in receipts from the Central Mortgage and Housing Corporation.

Other loans and investments yielded $104 million in 1962-63 compared
with $99 million in 1961-62. The increase of $5 million was due mainly to in-
creases of $8 million in interést on Receiver General deposits with the chartered
banks, $3 million in the earnings of the exchange fund account and $1 million
in receipts from the purchase fund account that was established during 1961-62
to assist in the management of the public debt, partly offset by decreases of $4
million in receipts from the securities investment account and $3 mllhon in
mterest on loans to the Unemployment Insurance Commission.
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Post office revenue CoL
» --Gross post office receipts totalled $223 million but authorized disburse-
ments from revenue for salaries and rent allowances at semi-staff and revenue
offices, commissions at sub-offices, transit charges on Canadian mail forwarded
through and delivered in foreign countries, ete., in the amount of $30 million,
brought net revenue to $193 million. In 1961-62 gross receipts were $214 million,
authorized disbursements were $30 million and net revenue was $184 million.

As costs of operating the Post Office Department during 1962-63 (excluding
the $30 million charged to revenue) were $189 million, net revenue exceeded net
expenditure by $4 million. However, in making this comparison, it .is to be
. noted that the total shown for post office revenue does not reflect any payment
for the franking privilege covering parliamentary and departmental mail or for
certain miscellaneous services provided for other government departments and
agencies, nor does the total shown for operating expenses reflect any charges
for premises occupied by the Post Office Department or for certain accounting
and miscellaneous services provided by other departments.

" TABLE 7

(in miilions of dollars)

Fiscal year ended
March 31 Increase
Post Orrice REVENUE - or
‘ 1963 1962 decrease (—)
(preliminary)
Postage—
InCanada.........oiiiiiiiii i s 207.3 198.6 8.7
From foreign countries........ e e e 4.5 3.8 0.7
Commission on money orders . 7.7 7.7
Rental of post office boxes..............c.oiiiiiii i, 2.1 2.0 0.1
Other. e e 1.4 1.4 )
. 228.0 218.5 9.5
Less—
Salaries and allowances at semi-staff and revenue offices. —25.2 —25.2
Charges on parcels for delivery in foreign countries. .. ... —-1.5 —1.9 0.4
Transit charges on forelgn correspondence............... -1.3 —1.5 0.2
Other. e e —2.0 -1.2 —0.8
- —~380.0 —29.8 —0.2
193.0 183.7 9.3

Refunds of previous years’ expenditures

Refunds in 1962-63 of expendltures made in prior years were $22 million,
. an increase of $4 million over the comparable total for 1961-62.

, The :Department of National Defence received $9 million, of which $1
million was refunds on defence contracts resulting from cost audits and $2
-million in respect of contracts with the United States Government for the supply
of defence equipment under an arrangement that when Canada places contracts
with the Government of the United States, payments of estimated costs are made
ito the United.States Treasury. If these estimated costs are revised or, if there

are reductions in the contracts, the United States Government refunds the excess
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payments. The Department of Finance received $6 million mainly due to a
refund from the Province of Ontario in connection,with succession duty payments
under the tax rental agreements. The Department of Trade and .Cornmerce,
received $1.million .due to a refund from the Eldorado Mining and Refining.
Limited of expenditures in 1961-62 under a contract between Eldorado Mining
and Refining Limited on behalf of Her Majesty and Macassa Gold Mines lelted
for the purchase by Her Majesty of uranium concentrates. :

Services and service fees -
Revenues of $46 million were received durmg 1962—63 an increase of $3
million over the previous fiscal year. :

Approxunately 83 per: ‘cent of these fees was collected by the followmg four
departments: $15 million received by the Department -of Transport, including.
aircraft landing fees of $6 million and marine steamers earnings of $4 million;
$13 million by the Royal Canadian Mounted Police, mainly for police services
to provinces and municipalities; $6 million by the Department of Agriculture,
of which $4 million was for services in connection with the inspection, weighing,
storage and elevation of grain and $1 million for race track supervision; and $4.
million by the Department of National Health and Welfare, due mainly to
reimbursement of $3 million by the provmces for treatment of Indians in
federal government hospitals.

2

Proceeds from sales

Receipts from this source totalled $26 million for 1962—63 approximately
the same as the total for 1961 62.

Included in'this category weré receipts of : $10 mllhon by the Department of
Defence Production, of which $8 million represents amounts from the sale! Lof
surplus Crown assets (after deducting certain agency fees and transfers) and
$2 million under agreements of sale of Crown assets; $5 million by the Depart—
ment of Public Works representing. the proceeds of the sales of properties by
Central Mortgage and Housing Corporation; and $5 million by the Department
of National Defence, mainly from sales of materials and supphes and from sales
of meals. .

Pr1v11eges, licences and permits .
" Revenues in this category were $25 million for 1962-63 compared with the
1961-62 total of $23 million.

Included in this revenue were $10 million received by the Department of
Transport, mainly for rentals, concessions and radio licence fees; $4 million by
the Department of Northern Affairs and National Resources; $2 million by the
Department-of the Secretary of State, mainly for patent fees; $2 million by the
Department of Public Works. for rental of public buildings and sites; and $2
million by the Department of National Defence, of which §1 ml]hon was for
rental of quarters to armed forces personnel

68993-5—8
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Bullion and coinage

Revenues in this category of $9 million were derived from the operations of
the Royal Canadian Mint and consisted mainly of a net gain on coinage. Small
amounts were also obtained from gold refining charges, handling charges ‘and
gam on gold reﬁmng

Premium, discount and exchange

Premium, discount and exchange transactions for 1962-63 resulted in a
net expenditure of $10 million, compared with a net revenue of $2 million in
1961-62.

The change from a revenue to an expenditure item was due to the change
in_accounting policy of revaluing securities payable in New York and London
at the official parity rate rather than recording the loans in the government’s
books of account at $1 U.S. = $1 Can. and £1 = $2.80 Can. The official parity
rate at March 31, 1963 was $1 U.S. = $1.08108 Can and £1 = $3.027 Can.

Other non-tax revenues

Other non-tax revenues amounted to $7 million for 1962—63 approx1mately
the same as for the prev1ous fiscal year

B. EXPENDITURES

Budgetary expenditures for 196263 amounted to $6,585 million, an increase
of $64 million over the 1961-62 total of $6,521 million. .

BUDGETARY EXPENDITURES, CLASSIFIED BY FUNCTION
Fiscal Years Ended March 31
Billions of Dollars

n
6l 2% AlL OTHER EXPENDITURES 6
5% VETERANS AFFAIRS  ~
8% RESOURCES AND DEVELOPMENT
————— oy PAYMENTS 7O PROVINCIAL
AND MUNICIPAL GOVERNMENTS
1534 TRANSPORTATION AND .
4 COMMUNICATIONS —1a
—_———
14% - PUBLIC DEBT CHARGES °
50%, HEALTH, WELFARE AND )
2 SOCIAL SECURITY 2
24% DEFENCE
1959 1960 1961 1962 1963* 1963°* ’ ’ S
% Doas- ol lnclude thoss payments mode o ial ond ieipal for spacified purporai .
2. Doss not include pension payments oot of the old age security find rol charged. to h-a..n.., prondlmnl in the year in which

they were poid. s
$hatiminary
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. TABLE.8

STATEMENT oF .BUDGETARY EXPENDITURES BY DEPARTMENTS AND Major CLASBIFICATIONS
(in mllhons of dollars)

Fiscal year ended March 31

Increase: ~

or
— 1963 _.decrease (=)
E R i (preliminary) 1962 ) . :
Amount | Per cent | Amount | Per cent | Amount | Per cent
Defence expenditures— - .
National Defence......... e eereneinan 1,572.9 23.91 1,626.1 24.9 —53.2 '-3.3
Defence Production.................. 29.5 0.4 23.9 0.4 5.6 . 23.4
1,602.% 24.3 1,6560.0 25.8 —47.6 —2.9
Non-defence expenditures—
Agriculture...........oooiiiiiiinnn 234.2 3.6 286.7 4.4 -52.5 —18.3
Atomic Energy.......oo.viiiiiiinnn 63.2 0.9 34.7 0.5 28.5 82.1
Cénadian Broadcasting Corporation... 80.8 1.2 78.2 1.2 2.6 ‘3.3
Citizenship and Immigration......... 66.2 1.0 65.0 1.0 1.2 1.8
External Affairs....................0 84.6 1.3 95.6 1.5 —11.0 —-11.5
Finance—
Public debt charges................ 918.0 13.9 839.0 12.9 79.0 9.4
Fiscal, tax-sharing, subsidy and -
other payments to provinces...... 275.5 4.2 541.2 8.3 —265.7 —49.1
Government's contribution to the .
public service superannuation| : : -’
account. ... .o i 51.1 0.8 46.9 0.7 4.2 9.0
Other.......cc it 109.4 1.7 84.9 1.3 24.5 28.9
1,854.0 20.6 1,612.0 23.2 -~168.0 —10.4
Fisheries............ccooiiviininnnns 23.2 0.3 23.1 0.4 0.1 0.4
Forestry........c.oovvvennn eaes PR 16.3 0.2 14.7 0.2 1.6 10.9
Justice.. ... ... i 10.0 0.1 < 9.5 0.1 0.5 5.3
Office of the Commissioner of
Penitentiaries.................... . 24.0 0.4 23.1 0.4 0.9 3.9
’ 84.0 0.5 82.6 0.5 1.4 4.8
Labour...... R R 35.7 0.5 31.7 0.4 4.0 12 6
Technical and vocatxonal trauung
assistance........0.......oiiuenn 207.0 3.2 35.7 0.6 171.3 479.8
Unemployment Insurance Act
administration and government's
contribution............. ... ..... 105.5 1.6 101.5 1.6 4.0 3.9
. 848.2 5.8 168.9 2.6 179.8 106.2
Mines and Technical Surveys,........ 71.2 1.1 67.6 1.0 3.6 53
National Health and Welfare—
Family allowances................. 531.6 8.1 520.8 8.0 10.8 2.1
Government’s contributions under
the Hospital Insurance and '
Diagnostic Services Act.......... 336.8 5.1 283.9 4.4 52.9 18.6
[61757:3 J 254.8 3.9 235.6 3.6 19.2 8.1
1,123.2 17.1 1,040.8 16.0 - 829 8.0
National Research Council, including :
the Medical Research Council. ..... 41.3 0.6 38.8 0.6 2.5 6.4
National Revenue.................... 78.6 1.2 75.3 1.1 3.3 4.4
Northern Affairs and National
Resources............covvivivinnn.. 90. 3 -1.4 82.3 1.3 8.0 9.7
Post Office. .. 189.3 2.9 185.0 2.8 4.3 2.3
Public Works 175.0 2.7 188.8 2.9 —13.8 -7.3
Royal Canadian Mounted Police. 65.5 1.08 ~ 60.5 0.9 5.0 8.3
Trade and Commerce................ 27.0 0.4 , 395 0.6 -12.5 —-31.6
Transport........ccoveveneennueenenn. 430.4 6.5 410.4 6.3 20.0 4.9
Veterans Affairs...................... 336.4 5.1 333.2 5.1 3.2 1.0
Other Departments. ............... .. 49.8 0.8 37.4 0.6 12.4 33.2
4,982.7 75.7 1 4,870.6 74.7 L L1 2.8
Total budgetary expendxtures ..... 6,585.1 100.0 | 6,520.6 100.0 64.5° 1.0

68993-56—83
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PRINCIPAL CLASSES ‘OF . BUDGETARY EXPENDITURES

Fiscal Years Ended March 31 ‘
. o - - Millions. of Dollars s .
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security fund not chorged to budgetary up-nd-lurn in the yur in which they were poid. :
2. Dess not include thete paymeoh made 1o and v for specific purposes. -
o Proliminary

(1) DEFENCE EXPENDITURES

Defence expenditures which consist of expenditures of the Departments of
National Defence and Defence Production were again the largest category of
government, budgetary expenditures. The total of $1,602 million for 1962-63
was approximately 24 per cent of the aggregate budgetary expenditures of the
government for the year and was $48 million less than the total of $1,650 million
for 1961-62, when outlays for defence were 25 per cent of total expenditures.

TABLE 9
(in millions of dollars)

Fiseal year ended
Mareh 31 Increase
DerFeENCE EXPENDITURES or
1963 1962 - decrease (—)
(preliminary)
Depqrtment of Natlonal Defence— :

Naval services...............coooiiiiiii L, 268.8 272.0 -3.2
Army services 442.3 442.4 -=0.1
AT SBIVICEB. o it ettt i i e 712.3 781.4 —69.1

1,428, 1,495.8 —70.4
Government’s contribution to the Canadian forces super- *
annuation aceount. ... ...v.iiiiiiii e 58.1 © 56.0 2.1
" Defence research and development..................... 41.7 40.4 1.3
Mutual aid to NATO countries including contributions
towards military costs of NATO................... 25.0 11.1 13.9
Administration and general................. .. ... ... 24.7 22.8 - 1.9
1,572.9 1,626.1 —53.2
Department of Defence Production—
Technological eapability..............cooiiiiii., 8.0 4.4 3.6
Production capacity and capital assistance.............. 1.9 1.9
Administration and general...................... ... ... 19.6 17.6 2.0
29.5 23.9 5.6
1,602.4 1,650.0 —47.6
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Natlonal Defence

Expenditures of the Department of Natlonal Defence were $1 573 mllhon
in 1962-63 compared with $1,626 million in 1961 62 ‘

Expenditures for naval, army and air services at $1,423 million were $72
million less than the 1961-62 total. There were decreases of $3 mllhon for naval
services and $69 million for air services.

Direct charges to mutual aid during 1962-63 were $25 million compared
with $11 million in 1961-62 and consisted of procurement of equipment for
mutual aid and Canada s share of NATO military budgets and infrastructure
costs. -

Expenditures for defence research and development in. the amount of $42
million were- $1 million higher than in 1961-62.

The -government’s contribution to the Canadian forces superannuation
account of an amount equal to 1% times the contributions of permanent services
personnel was $58 million, an increase of $2 mllhon over the total for the previous
year.

Administration and general costs were $25 million compared with $23
million in 1961 62.

Defence Pro_ductl.on

The expenditure of $29 million in 1962-63 for the Department of Defence
Production (including expenditures in respect of Defence Construction (1951)
Limited and Canadian Arsenals Limited) was $6 million more than in 1961-62.

Outlays of $8 million in connection with the government program instituted
in 1959-60 of supporting selected defence development programs- to sustain
technological capability in -Canadian industry were $4 million more than in
1961-62. Expenditures of $2-million in respect-of the -procurement of capital
equipment and works by Canadian Arsenals Limited and the programs under
which assistance for the establishment of production capacity and capital assist-
ance is given to private contractors; Crown plants operated on a management-
fee basis and Crown corporations undertaklng contracts essential to the defence
program were approximately the same as the corresponding expenditures in the
previous fiscal year.

Administration and general costs were $19 mllhon in 1962-63, $2 mllhon
more than in 1961-62.

Cash outlays for defence

In addition to these budgetary expenditures for defence, there are certain
other cash outlays which must be considered in assessing the full effect of the
defence program on the economy of Canada. _

Section 11 of the National Defence Act provides that materiel, not imme-
diately required for the use of the Canadian defence forces or the Defence
Research Board, may be sold to .such.countries and upon such terms as the
Governor in Council may determine. The proceeds of such sales in 1962-63,
amounting to $1 million, were credited to a special account to be used for. the
procurement of replacement materiel.. Cash outlays from this acecount during
the fiscal year were also $1 million. Consequently the balance in the account
remained at $1 million at March 31, 1963.

The Department of Defence Production also makes cash disbursements for
the procurement of materials for use in the manufacturé of defénce equipment
which are not recorded as budgetary expenditures.. For purposes of accounting
and control, these amounts are -charged to the defence production revolving
fund and are treated as assets on the books of the government until they are
billed to the Department of National Defence or sold to defence contractors
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for use in the manufacture of defence equipment.

During the year 1962-63

purchases of $43 million exceeded proceeds from sales of $30 million by $13
million and the assets of the fund increased by an equivalent amount, resulting
in a balance of $41 million in the account as at March 31, 1963.

The followmg table summarizes the cash outlays for defence for the past

two fiscal years.
TABLE 10

(in millions of dollars)

fiscal year ended

March 31 Increase
Casr OUTLAYS POR DEFENCE des or
. ecrease (—)
(preliminary) 1062
Budgetary expenditures— ’
Department of Defence Production.......:voiveeeeees.. 29.5 23.9 5.6
Department of National Defence................coveee. 1,572.9 1,626.1 —53.2
1,602.4 1,650.0 —47.8
Disbursements for, or receipts from (~—)—
Defence production revolving fund (net)................ 13.4 11.6 1.8
Replacement of materiel account—sec. 11, National
Defence Act (Ret).....venieiiennriiiiirenesanenss 0.2 3.2 -3.0
- 18.6 14.8 —-1.2
Net cash outlays fordefence.......:c.ovvvnernn.n.. 1,618.0 1,664.8 - —48.8

Agrlculture

(2) NON-DEFENCE EXPENDITURES

Expenditures of the Department of Agriculture were $234 mlllxon for
1962-63 compared Wlth $287 million for 1961-62.

A "TABLE 11

(in millions of dollars) !

Fiscal year ended

March 31 Increase
AGRICULTURE ” d or (
’ 963 . ecrease (—)
(preliminary) 1962
Agricultural stabilization board—net operating loss......... 72.0 22.0 50.0
Production and marketing branch— :
_ Freight assistance on western feed grains................ 14.4 17.5' -3.1
-~ Health of animals division............coeiviiiiiiin.e, 13.8 14.2 —0.4
Payments to western grain producers...............c.u. 0.1 40.1 -40.0
Premium on hog and lamb carcasses...... e eiereeaenes 5.9 7.6 —1.7
R0 1 1T P 18.7 19.7 -1.0
) _ 52.9 29.1 —46.2
Assistance re storage costson grain..:.......ccieiiiiiininn 35.3 48.8 —_'13. 5
Rehabilitation and reclamation projects................. et 28.4. 26.1 2.3
‘Research branch............oiliiiiiiieiiiiiaiiineiniiienes 26.7 26.8 -~0.1
Board of Grain Commissioners (Canada Grain Act)........ 6.2 6.5 —0.3
-Prairie farm emergency fund—deficit................. JRUN 7.3 47.7 —40.4
' Agricultural products board—net operating loss............. 0.6 4.9 -—4.3
Adminijstration and general........... P IR OO 4.8 4.8
234.2 286.7 - —82.5

The ircrease of $50 million in the net operating loss of the dgﬁcultural
‘stabilization board was more than offset by decreases of $40 million in the
-deficit of the prairie farm emergency fund and $40 -million in payments to

-western .grain producers.
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.The 1962-63 net operating loss of the agricultural stabilization board was
$72 million compared with.$22 million in 1961-62. The increase was due mainly
to a payment of $42 million for the stabilization. of the price of butter for which
there was no comparable payment in 1961-62.

The decrease of $40 million in payments to western grain producers was
due to the fact that no provision had been made for such payments for the
1962-63 ‘crop .year. The expenditure of $100.thousand .in.1962-63 was for
completion of payments required for the 1961-62 crop year.. .- e

The Prairie Farm Assistance Act, ¢. 213, R.S., as amended, provides for a
levy of one per cent to be deducted by all licensed purchasers of grain, the
amoiint-so -deducted to-be-transferred to the Board of Grain Commissioners for
deposit to the credit of the prairie farm emergency fund. Awards are made under .
the provisions of the Act to farmers in the spring wheat area in accordance with
crop failure conditions provided for in the Act and are payable from this fund.
Advances by the Minister of Finance to the prairie farm emergency fund to
cover the years deficit, in the amount of $7 million, wére charged to budgetary
expenditures. The comparable amount in 1961-62 was $48 million.

Atomic Energy ‘ L - :

Budgetary expenditures in respect of Atomic Energy of Canada Limited
and the Atomic Energy Control Board totalled $63 million in 1962-63 compared
with expenditures of $35 million in 1961-62, an increase of $28 million.

TABLE 12
(in millions of dollars)
’ -
. Fiscal year ended e
March 31 | Increase
Aromic ENERGY To63 - 4 or =)
. a : ecrease (—
(preliminary) | . - 1962
Atomic Energy Control Board— . .
Grantsforresearch.........ooviveieiiiniiieinnaninnnns 0.8 0.7 0.1
Administration......o.o.ooiiiiiiiii i 0.1 0.1
. o : . 0.9 0.8 0.1
Atomic Energy of Canada Limited—-
Research program-—
Current operations and maintenance..........:.....[ 28.7 25.7 3.0
Construction or acquisition of buildings, works, land|. . .. . ...... | . . .
and eqUIPIEnt. ..vvvrnerireer e 8.4 7 8.2 | 0.2
: X 7.1 83.9 8.2
Write-off of the undepreciated capital cost of the NRU
reactor..... . N . 25.2 . . S 25.2
' 63.2 34.7 28.5

During the year under review .$37 million was paid to Atomic Energy of
Canada Limited for its research program, $3 million more than in-the previous
fiscal year. Of this total, $29 million was for current, operations and maintenance
and $8 million for the construction or acquisition of buildings, works, land and
equipment. . .

In addition, the undepreciated capital cost of the NRU reactor will be
charged to budgetary expenditure upon parliamentary approval and loans to
Atomic Energy of Canada Limited were reduced by the same amount. As loans
-amounting to $13 million were made to Atomic Energy of Canada Limited
during the year, this brought the total of advances covered by obligations or

ghares of the company to $53 million at March 31, 1963. =~ - = . .
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‘Administration expenses of. the -Atomic Energy- Control Board and. grants
for research and investigation with respect to atomic energy were $1. mxlhon,
approximately the same as for the previous fiscal year. : - _ o
«Canadian; Broadcasting Corporation '

Payments of $81 million were made by the government to the Canadian
‘Broadcasting Corporatlon durmg 1962—63 an increase of $3 mllhon over. the
total for 1961 62 . . .

oy , .  TABLE 13
R - (in millions of dollars)
e CER X o+ .- 7re- s o | . Fiscal year ended e .
- ) . - . March 31 , . Increase
CANADIAN BR0ADCASTING CORPORATION or
' ’ ' 1963 decrease (—)
. ‘ (preliminary) : . o
P
Grants in respect of radio and television services—
Net operating requirements. ........coovivvieeeivnnnnn. 72.5 70.3 2.2
-Capital requirements 6.5 6.2 0.3
- 79.0 76.6 2.6
International broadcasting'service..........coocviiiiiiinn 1.8 1.7 0.1
' ' 80.8 8.3 2.6

Grants for capital requirements including the replacement of existing
capital assets of the radio and television services were $7 million, slightly higher
than in 1961-62. Grants in respect of the net operating requirements of the
radio ‘and 'television services totalled $72 million, $2 million higher than in the
previous fiscal year.

. Outlays of $2 million for the international broadcasting service were ap-
proximately the same as in 1961-62. ' '

Citlzenshlp and Imm1grat10n

* Expenditures of the- Department “of - Citizenship and Immigration were
$66 mllhon for 1962-63, an increase of $1 million over the total for 1961-62.

TABLE 14
(in millions of dollars)

- Fiscal year ended
March 31 Increase

CrT1ZENSHIP AND IMMIGRATION .. — - 4 or
1963 ecrease (—)
(preliminary) 1962

Citizenship and citizenship registration...... e V 1.7 1.5 0.2
Immigration......ouviit i iiire ettt 12.5 12.0 0.5
Indian affairs.......cocoviiiie it 50.9 . 50.4 0.5
Admxmstratlon and general ................................. 1.1 1.1 .
66.2 1 65.0 1.2

Outlays for the Indian affairs branch were slightly higher during 1962~63
due principally to Indian welfare and Indian economic development.

Expenditures of the immigration branch were also slightly higher than in
the previous fiscal year whereas outlays for the citizenship and cmzenshlp
registration branches were approximately the same. » .
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External Affairs .

-Expenditures of i the Department of External Affairs amounted to $85
million for 1962-63, a decrease of $11 million:from the total of $96 million spent
in the previous fiscal year. . ‘

TABLE 15
(in millions of dollars)
Fiscal year ended
March 31 ) Increase
EXTERNAL AFFAIRS - or
: 1963 1962 decrease (—)
(preliminary) : .
External aid office—
Colombooplan..............ccovvvuuy e ieaeaees e 41.5 50.0 -8.5
Assistance to other countries...........cooiiiiiii.n 4.5 3.4 1.1
Administration and general............................. 0.3 0.5 —-0.2
o 46.8 58.9 —-7.6
Representation abroad............ ...t 15.1 12.8 2.3
Contributions to international organizations................. - 8.2 14.5 —6.3
Canada s assessment for membershlp ininternational (includ-
ing commonwealth) organizations....................... 6.4 6.1 0.3
Administrationand general........... ... ... il 8.6 ..8.3 0.3
84.6 95.6 —11.0

The principal changes. in expenditure as compared with 1961-62 were
decreases of $8 million in the grant to the Colombo plan fund and $6 million
in contributions to international organizations, and increases of $2 million for
representation abroad and $1 million for assistance to other countries.

. The decrease in contributions to international organizations was due to the
fact that expenditures in 1961-62 included an amount of $6 million for the
United Nations Congo Ad Hoc account for which there ‘was no comparable
expenditure in 1962-63.

Finance
Expenditures of the Department of Finance totalled $1,354 million in
1962-63, a decrease of $158 million from the 1961-62 total of $1 512 million.
- TABLE 16 '
(in millions of dollars) . -

Fiscal year ended
March 31 : Increase
FINANCE e d or -
ecrease (—
(preliminary) 1962

Publlc debt charges. ...l 918.0 839.0 79.0
Fiseal, tax—sharmg, subsidy and other payments to provinces. 275.2 541.2 ~—266.0
Government'’s contribution t6 the public service superannua-| L e

BIOM BCCOUND. ... v\ttt ettt ettt ee et iieenannaaananns 51.1 46.9 4.2
Grants to municipalities in lieu of taxes on federal property. . 29.0 24.7 4.3
Grants to universities—

Payments to the Canadian Universities Foundation. ... 26.3 19.4 6.9
Office of the Comptroller of the Treasury—administration

[ 4 110 1110 e reieees 22,7 21.3 1.4
Premium, discount and exchange.................coooviun. 9.8 9.8
Government’s share of medical-surgical insurance premiums 8.3 7.6 0.7
Government's contribution as an employer to the unemploy- :

ment insurance fund...... ... i 1.1 1.1
Administration and general...........oo.ovveeernreeinneanns 12.5 10.8! 1.7

. 1,354.0 1,512.0.° —158.0
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The main changes were a decrease of $266 million in fiscal, tax-sharing,
subsidy and other payments to provinces and increases of $79 million in public
debt charges, $10 million in premium, discount. and exchange and -$7 million
in grants to universities.

Public debt charges

In 1962-63 public-debt charges were again the second largest item of budge-
tary expenditure. These charges, which consist of interest on the public debt,
the annual amortization of bond discounts and commissions, the cost of issuing
new loans and other costs incurred in servicing the public debt, were $918 million
or 14 per cent of all budgetary expendlture compared w1th $839 mllhon or
13 per cent in 1961-62.

TABLE 17
(in millions of dollars)
Fis(.:al.year ended
) - March 31 Increase
IntEREST AND OTHER PUsLic Desr CHARGES or
: ' 1962 decrease (—)
(preliminary)
Interest on public debt—
Unmatured debt including treasury bills— .
Payable in Canada......c.coviveiiieninrnnrenenianss 705.3 638.8 66.5
Payable in London.:............ reeeieaeees fevees ) 1.0 1.0
Payable in New York...........oooiiiiiiaiian.e, 2.7 2.7
709.0 642.6 66.5
Other liabilities—
Annuity, insurance and pension accountsg............ : 169.8 157.3 12.5
Deposit and trust accounts........ccccvveevervenann. 3.2 3.1 0.1
178.0 160. 4 12.6
Total interest on publicdebt.................... 882.0 - 802.9 79.1
Other public debt charges—
Annual amortization of bond discounts and commissions 32.7 33.7 —1.0
Cost of issuing new loans................oiiiiieninnnnnns 1.7 . 1.8 0.1
Servicing of public debt ................................ 1.8 0.8 0.8
368.0 6.1 —0.1
918.0 839.0 79.0

Interest on public debt in 1962-63 in the amount of $882 million was $79
million more than the 1961-62 total of $803 million. Interest of $709 million
on unmatured debt was $66 million higher than in 1961-62 reflecting the increase
in unmatured debt and in interest rates. Interest of $173 million on other
liabilities was $13 million higher due mainly to increases of $6 million in respect
of the public service superannuatlon account and $5 million in respect of the
Canadian forces superannuation account.

Other publie debt charges at $36 million were approximately the same a8
in the previous fiscal year.

When considering the magnitude of these public debt charges and the burden
they place upon the public treasury, it must be borne in mind that a substantial
portion of the debt is attributable to, or is invested in, productive or earning
assets: Therefore, in calculating the net burden of the government’s annual
interest charges, the income derived from loans, investments and other productive
assets must be taken into account. For 1962-63 this income amounted to $311
million as shown in the non-tax révenué section under the heading ‘‘Return on
investments’”. This amount deducted from the gross total of $882 million for
interest as shown-in the above table leaves a net amount of $571 million compared
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with-a net:. of.$495 million in.1961-62. .Measured:as a percentage-of the net
debt theiburden -of the net annual interest charges was 4. 10 per cent in 1962-63
compared with 3.75 per cent in 1961-62. _ C

C TABLE 18
) (in millions of dollars)
_ i . Fiscal year ended
R L o March 31" . - : Incresse
NET BURDEN OF ANNUAL INTEREST CHARGES or
. . 1062 decrease (—)
(preliminary)

Total interest on public debb...............................: |1 ss2.0 |- 8029 | 7.1
Return on investments................... PO N —311.0 —307.5 -3.5
Neb IBterest COSt. o.u v evr s inreeieerirraaneissrnanennnns 571.0 495.4 75.6
Net mterest cost as percentage of net debt...... e 4.10 3.75

Fiscal, tax-sharing, subsz'dy and other payments to provinces -- -

‘Payments to the provinces during 1962-63 for statutory subsidies, payments
under the federal-provincial fiscal arrangements and tax-sharing arrangements,
and the transfer of a portion of income tax receipts from certain’ public utility
companies were $275 million compared with $541 million in 1961-62.

Charges to budgetary expenditures in 1962-63 -in -respect -of the above
payments were $266 million less than in 1961-62 due to a decrease of $480
million in-payments under federal-provincial tax-sharing arrangements offset in
part by payments of $218 million under new federal-provincial fiscal arrange-
ments. )

Under the 1957 tax rental agreements, the obligation on the renting provinces
to abstain from the imposition of personal and corporation income taxes was
to lapse on December 31, 1961. As the Government of Canada did not offer
to renew tax rental agreements, the former renting provinces have all imposed
personal and corporation income-taxes effective January 1,. 1962. The Govern-
ment of Canada, in place of the tax rental agreements, offered to enter into tax
collection agreements with the provinces whereby Canada would undertake to
collect, without charge, the provincial personal and corporation income taxes at
rates determined by the provinces, provided that the provincial personal income
tax was expressed as a percentage of the federal personal income tax payable
and the provincial corporation income tax employed a definition of corporate
taxable income identical with the federal definition. To facilitate the imposition
of the provincial income taxes, the Income Tax Act was amended in the 1961
session of Parliament (1) to reduce the federal income tax payable by individuals
resident in the provinces by 16 per cent in 1962 and by a further one per cent in
each subsequent year until the deduction amounts to 20 per cent in 1966, and
-(2) to reduce the federal tax rate on the taxable income of corporations earned
in the provinces by 9 percentage points. Canada has entered into agreements
to collect the personal income tax, with all the provinces with the exception of
the Province of Quebec, and to collect the corporation income tax, with all the
provinces with the exception of the Provinces of Ontario and Quebec With the
-exception of Saskatchewan and Manitoba, the provinces which have entered
into tax collection agreements have imposed personal and corporation income
taxes equivalent to the federal withdrawal. The Provinces of Manitoba and
‘Saskatchewan have imposed personal income taxes at 22 per cent rather than
‘16 per cent of the federal tax payable and 10 per cent rather than 9 per cent
of the taxable income of corporations.
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Under these agreements payments are made monthly to the provinces on

the basis of estimated receipts. When the actual amount of the returns are

established, usually in the month of December following the: fiscal year—end,
adJustments are to be made with the provinces. :

The additional grant to Newfoundland, which in previous years was paid
under the Newfoundland Additional Grants Act is now included in the payment
under the Federal-Provincial Fiscal Arrangements Act.

Statutory subsidies at $24 million were unchanged from the previous year.

TABLE 19
(in millions of dollars)
Fiscal year ended
Fiscar, Tax-SHARING, SuBsIDY AND OTHER PAYMENTS March 31 Increase
T0 PROVINCES
1963 decrease (— )
(preliminary) 1962
Payments under Federal-Provincial Fiscal Arrangements)
7. X P Rt 218.2 218.2
Payments under Federal-Provincial Tax-Sharing Arrange- : ’
ments Act, c. 29, Statutes of 1956, as amended......... . 23.5 503.3 —479.8
Statutory subsxdles ................................ e 23.5 23.5
Transfer of certain public utility tax receipts. .. .. 10.0 6.4 3.6
Additional grant to Newfoundland.......................... 8.0 —8.0
275.2 541.2 —266.0

A summary of payments, by provinces, during 1962-63 is given in the

TABLE 20
(in millions of dollars)

Fiscal year ended March 31, 1963 (preliminary)
Fiscar, Tax-SHARING, SUBSIDY * | Payments T £ : '

AND OTHER PAYMENTS To PROVINCES| Payments under . rani er o
under . . tax- Statutory cerb*;‘.m Total
fiscal sharing subsidies public |, Tota

arrangements| arrange- utility tax

ments receipts

Newfoundland............. e 32.1 0:3 1.7 0.2 - 34.3
Nova Scotia........covveviniienainnn 31.0 2.8 2.1 0.5 36.4
Prince Edward Island............... 6.5 0.2 0.7 0.1 7.5
New Brunswick..........covvvntn 26.7 0.7 1.7 &) 29.1
Quebec... ..ot 66.4 11.4 4.0 4.5 86.3
(6711073 & U J0 N \ -0.2 4.6 1.0 5.4
Manitoba..........coiiiiiiiien 14.7 4.0 2.1 @ 20.8
Saskatchewan...................... 24.2 4.2 . 2.1 ® -30.5
Alberta........oovivieiiiiinennen.. 9.3 4.9 2.8 2.6 19.6
British Columbia................... 7.3 —4.8 1.7 1.1 5.3
218.2 23.5 23.5 10.0 275.2

. (MLess than $50,000.

The amount of public utility tax receipts for transfer to provinces in 1962-
63 was $10 million, an increase of $4 million over the 1961-62 total. The. 1962-63
payments represent the transferable portion of the income tax received from
corporations whose main business was the distribution to, or the generation for
distribution to, the public of -electrical energy, gas or steam for the taxation year
1960. A
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Government’s contribution to the public service superannuation account

In 1962-63 the government’s contribution to the public service super-
annuation account (equal to the estimated current and prior service payments
of individuals in 1961-62) was $51 million compared with $47 million in 1961-62.

Premium, discount and exchange

Premium, discount and exchange transactions during 1962-63 resulted in a
net expendlture of $10 million, compared with a net revenue of $2 million in
1961-62.

This net expenditure was due primarily to the charge resultmg from the
revaluing of the government’s outstanding debt payable in New York and
London at the official parity rates rather than at the former rates of $1 U.S. .
= $1 Can. and £1 = $2.80 Can. The official parity rate at March 31, 1963 was
$1 U.S. = $1.08108 Can. and £1 = $3.027 Can.

Fisheries t
Expenditures of the Department of Fisheries amounted to $23 million for
196263, approximately the same as in 1961-62.

TABLE 21

(in millions of dollars)

Fiscal year ended

March 31 Increase
FISHERIES d or ()
1963 ecrease (—
(preliminary) 1962
Field services...................ooiiiiii 11. 1 -

Canadian share of the expenses of international commissions. .
Administrationand general..................ccciiiiiiinan.,
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An increase of $1 million in expenditures of -the Fisheries Research Board
of Canada was offset by a decrease in outlays for field services.

Forestry
Expenditures of the Department of Forestry totalled $16 million for 1962~
63, an increase of $2 mililion over the 196162 total. )
TABLE 22

(ih millions of dollars)

Fiscal year ended

March 31 Increase
FoRresTRY 4 or =)
. ecrease (—
(preliminary) 1962 ’
Forest research.......0 .. .iuiiiiiiiiiiiiiriienrnanirneins 7.4 7.0 0.4

Contributions to the provinces—
Assistance .in forest inventory, reforestation, forest fire
protection and forest stand improvement............
Forest access roads and trails...............oveeeinns.

Administration and general.............coiiirninnenenn. e

3
3
7.
1
6

Lol Bl sl atad
G o~
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Contributions to the provinces for assistance in forest inventory, reforesta-
tion, forest fire protection and forest stand improvement were. $2 million higher
than expenditures in the previous fiscal year and contributions to the provinces
for assistance in establishing forest access roads and trails were slightly less than.
comparable expenditures in 1961-62.

Justice -
Expenditures of the Department of Justice amounted to $34 million for
1962-63, compared with $33 million for the previous fiscal year.

TABLE 23

(in millions of dollars)

Fiscal year ended
March 31 Increase
JusTiCcE : d or (
ecrease (—)
(preliminary) 1962
Judges’ salaries and travelling allowances................ i 5.2 5.0 0.2
Administration and general..............iiiiiiiiiiiiieen : 4.8 4.5 0.3
10.0 9.6 0.6
Office of the Commissioner of Penitentiaries—
Operation and maintenance of penitentiaries 18.0 17.3 0.7
Construction, improvements and equipment ; 5.3 5.1 0.2
Administration......cooveiiiiiiiiiiiiiiiiii i e 0.7 0.7
: 2.0 23.1 0.9
34.0 32.6 1.4

Expenditures of the Office of the Commissioner of Penitentiaries for opera-
tion and maintenance of penitentiaries acecounted for most of the increase.

Labour
Expenditures of the Department of Labour totalled $348 million for 1962~
63, an increase of $179 million over the total for 1961-62.
TABLE 24

(in millions of dollars)

. R Fiscal year ended
& B March 31 Increase
LaABOUR
1963 decrease =)’
(preliminary) 1862
Payments to provinces authorized by the Technical and
Vocational Training Assistance Act..........covvevunnnn 207.0 35.7 171.3 .
Mumcxpal winter works incentive program. .. 27.3 24.4 2.9
Administration and general.................. P 8.4 7.3 1.1
20,7 67.4 176.3
Unemployment Insurance Commission— ) o
Government’s contribution to the fund.................. . 57.4 55.5 1.9
Administration and general..... e eeveeretraeaaann 48.1 46.0 2.1
' L 106.6 101.6 4.0
348.2 168.9 179.3
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Payments to the provinces under the Technical and Vocational Training
Assistance Act were $207 million for 1962-63, $171 million more than comparable
expenditures in 1961-62. This Act, which received Royal Assent on December 20,

1960, superseded the Vocational Training Co-ordination Act. The purpose of the
act is'to provide financial assistance to vocational and technical schools, and in
connection with youth training projects. ‘

Payments to provinces and in respect of Indian bands by the Government of
Canada, of amounts not exceeding one-half of the cost of labour engaged on ap-
proved winter works prOJects, were $27 IIIIHIOI], $3 million more than in the pre-
vious fiscal year.

Administration and general costs were $1-million hlgher than expenditures of
$7 million in 1961-62.

Unemployment Insurance Act administration and government’s contribution

Budgetary expenditures in 1962-63 (excluding the government’s payment
as an employer which is included in the expenditures of the Department of
Finance) totalled $105 million compared with $102 million in 1961-62.

Unemployment insurance benefit payments are not charged to budgetary
expenditures but are paid from the unemployment insurance fund which is
financed by equal contributions from employees and employers, by interest
earned on investments, and by the government’s contribution of an amount
equal to one-fifth of the combined employee-employer contributions. Further
information-in regard to the unemployment insurance fund is given under the
liability category ‘“Annuity, insurance and pension accounts’’. -

The government’s contribution to the fund for 1962-63 was $57 million and "
administrative costs $48 million; the corresponding amounts for 1961-62 were
$56 million and $46 million respectively.

Fiscal year ended March 31

(preliminary) . 1962

(in millions of dollars)

Disbursements—

Benefit pz;yments ...................................... 403 455
Interest OB 10AMB. cueveeeernneeeeseneneeeeienneneeeaasnn 3
. - 408 4568

Receipts— . |
Employee and gmployer contributions. ............ N 287 278
Government's contribution................. I 57 .56
Interest from investments......... .. .v ................ 4 ' 6
. 848 3840

Deficit in fund for fiscal Year........ovveireerenneeennnnn.. —5? . W

Mines and Technical Surveys

‘Expenditures of the Department of Mines and Techmcal Surveys amounted
to $71 million in 1962-63, an increase of $4 million over the. total: for 1961-62..
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TABLE 25 - -

(in millions of dollars)

Fiscal year ended

March 31 Increase
MinES AND TECENICAL SURVEYS or
: 1963 - 1062 decrease (=)
(preliminary) ¥

Dominion Coal Board................... 20.5 19.9 0.6
Emergency gold mining assistance.. 15.2 . 12.4 2.8
Marine sciences branch............... 11.0 10.9 0.1
Surveys and MapPIng. ... coovvevtene et 8.0 9.1 -1.1
Geological survey of Canada. ..o 6.4 5.5 0.9
Minesbranch. .......cooviiiiiieiiiiiiiiiiiiiiiineannanas 5.1 4.8 0.3
Administration and general............. ..ol 5.0 5.0

A 71.2 67.6 3.6

Outlays for emergency gold mining assistance were $3 million higher, and
expenditures of the geological survey of Canada were $1 million more, than in

1961-62.
National Health and Welfare

Expenditures of the Department of National Health and Welfare for
1962-63 were $1,123 million, $83 million more than the total of $1,040 million

in 1961-62. ,
TABLE 26

(in millions of dollars)

Fiscal year ended

March 31 Increase
NarioNarl, HEALTH AND WELFARE or
1963 1962 decrease (—)
(preliminary) ¥
National health branch—
Government’'s contributions under the Hospital Insur-
ance and Diagnostic Services Act................... 336.8 283.9 52.9
General health grants to provinces...................... 31.0 30.0 1.0
Indian and northern health services..................... 24.7 24.0 0.7
Hospital construction grants..............ooviiiian, 20.0 19.0 1.0
Other. o e e 10.7 10.3 0.4
. 428. 8 867.2 66.0
Welfare branch— ) . o
Family allowanees.........cooovvreniinininiinnineinn, 531.6 520.8 10.8
Unemployment assistance...........cc.ovvvviiiiiinn, 96.0 92.0 4.0
Old age assistance...........cooiviueviinnn 38.3 30.8 . 7.5
Disabled persouns allowances. 19.6 16.4 3.2
Blind persons allowances..............ovvues .. 4.9 4.2 0.7
[0+ V: 3.4 3.3 0.1
. 698.8 867.6 2.8
Admninistration and general............... e 6.2 5.6 0.6
1,123.2 1,040.3 82.9

Outlays for the national health branch at $423 million for 1962-63 reflect
an increase of $56 million over the prev1ous year’s total. The increase was due
primarily to an increase of $53 million in the government’s contnbutlons under
the Hospital Insurance and Diagnostic Services Act. o
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During 1962-63 expenditures of the welfare branch in the amount of $694
million were ‘$26 million higher than in the previous year, due mainly to increases
of $11 million for family allowances, $8 million for old age assistance, $4 million
for unemployment assistance and $3 million for disabled persons allowances.

Government’s contributions under the Hospital Insurance and Diagnostic Services Act

The Hospital Insurance and Diagnostic Services Aect, Statutes of 1957,
authorized contributions by -Canada in respect of programs administered by
. the provinces, providing hospital insurance and laboratory and other services
in aid of diagnosis. In 1962-63 payments were $337 million compared with $284
million in 1961-62. The increase of $53 million was due to an increase in the
cost of insured services to hospitals and the gradual increase in the number of
insured persons.

The effective date of each agreement is as follows:—July 1, 1958 for New-
foundland, Manitoba, Saskatchewan, Alberta and British Columbia; January
1, 1959 for Nova Scotia and Ontario; July 1, 1959 for New Brunswick; October
1, 1959 for Prince Edward Island; April 1, 1960 for the Northwest Territories;
July 1, 1960 for the Yukon Territory; and January 1, 1961 for Quebec.

TABLE 27

(in millious of dollars)

Fiscal year ended
GovERNMENT'S CONTRIBUTIONS UNDER THE March 31
HospiTAL INSURANCE AND D1aGNoSTIC SERVICES ACT Increase
1963 1962
(preliminary)
Newfoundland......... S 7.5 6.3 1.2
11.9 1.6
NoOvA SCOotiB. .ot itn it ittt e it et 13.5
1.4 0.3
Prince Edward Island................oooiiiiiiiiiiiiiena.., 1.7 .
. 9.5 1.4
New Brunswick............cooiiii i 10.9 .
- 73.0 . 15.7
QUEDEC. ..ttt e e i [N 88.7
104.5 17.6
L0737 5 T Y0 . 122.1
- 15.2 2.1
Manitoba. ...o.riee i e PO 17.3 '
. 16.0 2.3
Saskatchewan.......... ..ot ii it 18.3
19.7 6.2
- N} o 7 25.9
25.7 4.4
British Columbia........... ... o ) 30.1 N
0.7 0.1
Northwest and Yukon Territories....................cc.out. 0.8
336.8 283.9 52.9

General health grants and hospital construction grants to provinces

Grants to provinces during 1962-63 for general health services and the
control of diseases amounted to $31 million and for assistance in hospital con-
struction to $20 million. Comparable amounts for the previous fiscal year were
$30 million and $19 million respectively.
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TABLE 28
(in millions of dollars)
Fiscal year ended March 31, 1963
GENERAL HEALTH GRANTS AND HoSPITaL (preliminary)
CoNSTRUCTION GRANTS

General Hospital

health construction Total
grants grants

Newfoundland 0.9 0.6 1.5
Nova Scotia......... 1.4 1.3 2.7
Prince Edward Island 0.3 0.1 0.4
New Brunswick.. 1.2 0.7 1.9
Quebec......... 8.8 5.8 14.4
Ontario............ 9.4 6.6 16.0
Manitoba.....vovvirennriniiniennneanes 1.9 0.8 2.7
Saskatchewan 1.7 0.9 2.6
Alberta, ... .o e e e 2.6 1.7 4.3
British Columbia............cooiiiiiiiiiianen, e 2.9 1.5 4.4
-Northwest and Yukon Territories.......................... 0.1 S 0.1
31.0 20.0 51.0

MTUnder $50,000.

Family allowances

Family allowances are payable in respect of all children under sixteen years
of age, resident in Canada, with minor exceptions such as in the case of children
of immigrants who must reside in Canada one year before an allowance is pay-
able. . The monthly allowance is $6 if the child is under 10 years and $8 in the
age group 10 to 15. Children of immigrants receive family assistance at the same
rate during their first year of residence in Canada from appropriations of the
Department of Citizenship and Immigration if during that period they are
under sixteen years of age. _ ‘ '

Family allowance payments for 1962-63 in the amount of $532 million
represented 8 per cent of total expenditures. The increase of $11 million over the
previous year reflected the increase in the number of children in the eligible age
groups.

TABLE 29

(in millions of dollars)

Fiscal year ended
' : March 31
'"FAMILY ALLOWANCE PAYMENTS Increase
’ 1963 1962
(preliminary)
Newfoundland...........cooviviiiiiiininiinan, 16.6 16.4 0.2
Nova Seotia.....oconeririiiiiiineniiiinn,s 21.8 21.6 0.2
Prince Edward Island............... e 3.3 3.2 0.1
New Brunswick......oovvvvvieiinnnnniiiieinnenns 19.4 19.2 0.2
[ ) Y 160.3 157.7 2.6
ODATIO. .t vt i iieiir e vevitrrenneeenannerecanns 172.7 168.4 4.3
Manitoba.......ooiiiiiiiiiiiini i 25.5 25.1 0.4
Saskatchewan................... e 26.5 26.3 0.2
B Y o 7 [P .. 40.3 38.9 1.4
British Columbia.................. e 43.8 42.7 1.1
Northwest and Yukon Territories : 1.4 1.3 0.1
531.6 520.8 10.8
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Old' age assistance, disabled persons allowances, blind persons allowances and
unemployment asszstance

Under the. Old Age Assistance Act; the federal government rexmburses the
provinces by paying 50 per cent of the lesser of $65 monthly or the amount of
assistance given by the provinces in the form of monthly pensions to eligible
persons in need who are in the age group 65 to 69. (Under the Old Age Security
Act, all persons 70 years and over who satisfy the residence requirements of the
act may receive a pension of $65 per month from the federal government out of
the old age security fund.) Similarly, the federal government reimburses the
provinces under the Blind Persons Act for allowances of not more than $65 per
month to blind persons in need 18 years of age or over by paying 75 per cent of
the total payments, and under the Disabléd Persons Act by paying 50 per cent
of not more than $65 per month for allowances to disabled persons’in need 18
years of age or over. Payments in 1962-63 were $38 million for old age assistance,
$20 million in respect of disabled persons allowances, $5 million for blind persons
allowances and $96 million for unemployment assistance. Comparable figures
in 1961-62 were, respectively, $31 million, $16 million, $4 million and $92
million.

The increases in old age assistance, disabled persons allowances and blind
persons allowances were due mainly to amendments to the Old Age Assistance
Act, the Blind Persons Act and the Disabled Persons Act which raised the maxi-
mum pension towards which the federal government would contribute from $55
to $65 per month effective February 1, 1962.

Under the Unemployment Assistance Act the federal government contributes
up to 50 per cent of the cost of unemployment assistance paid by the provinces,
subject to cértain deductions as set out in the act. All provinces have signed
agreements with the federal government. There was an increase of $4 mllhon in
contributions for 1962-63 over those for the previous year.

The following table presents a distribution of these payments to provmces
- for 1962-63:
TABLE 30

(in millions of dollars)

Fiscal year ended March 31, 1963 (preliminary)

Feperat SmARE oF OLD AGE AssSISTANCE, DISABLED

PERSONS ALLOWANCES, BLIND PERSONS ALLOWANCES Old Disabled Blind Unem-

AND UNEMPLOYMENT ABSISTANCE - age persons persons ployment
: assistance | allowances | allowances | assistance

2.0 0.5 0.3 4.3

2.0 1.1 0.5 1.6

0.4 0.3 m 0.2

2.1 0.8 0.4 1.6

13.8 8.6 1.7 33.1

8.5 5.5 1.0 23.4

2.0 0.6 0.2 4.7

2.2 0.6 0.2 4.9

2.5 0.7 0.3 6.2

2.7 0.9 0.3 15.9

0.1 - a 0.1

38.3 19.6 4.9 96.0

(DLess than $50,000.
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National Research Council, including the Medical Research Council

Expenditures of the National Research Council, including the Medical
Research Council, amounted to $41 million for 1962-63 compared with $39
million for 1961-62.

TABLE 31

(in millions of dollars)

: ) Fiscal year ended
NarionalL Resgarcu CoUNCIL, INCLUDING Marech 31 . Increase
THE MEDICAL RESEARCH COUNCIL or
1963 1962 decrease (—)
(preliminary)
‘Scholarships and grants in aid of research................... 14.4 12.0 2.4
Construction or acquisition of bm]dmgs, works, land and
EQUIPINENt. ..ottt e e 3.8 5.4 -1.6
Administration and general................... il 23.1 21.4 1.7
41.3 38.8 2.5

In-1962-63 outlays for scholarships and grants in aid of research increased
by $2 million. Administration and general costs also increased by $2 million
and with a reduction of $2 million in expenditures for construction or acquisition
of buildings, works, land and equipment, there was a net inerease of $2 million
over the previous year’s total. ' :

National Revenue

Expenditures of the Department of National Revenue totalled $79 million
for 1962-63, $3 million more than in 1961-62, due mainly to increased costs of
82 million for district offices of the taxation division and $1 mllhon for the
customs and excise divisions.

TABLE 32

(in millions of dollars)

Fiscal year ended
March 31 Increase
NaTioNAL REVENUE or
1963 1962 decrease (—)
(preliminary)
Customs and excise divisions...............co.ooiiiiii 40.6 39.7 0.9
Taxation division. .......... ittt iiiii e ' 37.8 35.4 2.4
Tncome tax appeal board........ PP 0 2 0.2
78.6 75.3 3.3
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Northern Affairs and National Resources : ! =
. Expenditures of the Department of Northern Affairs and National Resources
were' $90 million 'for the fiscal year 1962-63, an increase .of $8 million over the.
comparable total for 1961-62.

TABLE 33
(in millions of dollars)

Fiscal year ended
C March 31 Increase
NORTHERN AFFAIRS AND NATIONAL RESOURCES or
1963 1962 decrease (—)
(preliminary)
Northern administration branch........................... 40.5 32.0 8.5
National-parkstbranch..................................... 27.6 \ 29.1 —1.5
Contributions to the provinces to assist in the development '
of roads leading toresources...............oovvvueinnnn. 9.2 12.0 —2.8
Water resources branch....................... . .5.9 2.4 3.5
Canadian government travel burecau 3.3 3.0 0.3
Administration'and general..................oiviiiiiin..... .3.8 3.8 X
90.3 82.3 8.0’

The main changes were increases of $9 million in outlays of the northern
administration branch and $4 million in expenditures of the water resources
branch and decreases of $2 million in expenditures of the national parks branch
and. $3 million in contributions to the provinces to assist in the development of
roads leading to resources..

Post Office
Gross expendltures of the Post Office Department for 1962-63 totalled
$219 million, an increase of $4 million over the 1961-62 outlays of $215 million.

_ TABLE 34
(in millions of dollars)

Fiseal year ended
. o March 31 .| _Increase _
Post OrrFicE or
. . 1963 1962 decrease (—)
[ . | (preliminary) ) .
Charged to budgetary expendlture—
Operations—salaries and other expenses of staff post - N i :
offices, district offices and railway mail services;| -
and supphes and equipment and other items ior c
revenue post offices........... ... . 120.1 . 117.0 3.1
Transportation—movement of mail by land, air and| o
water........... ereeaes S e e .- 63.8 62,7, [ - 1.1
" Financial services.’ 3.3 3.2 0.1
Administration and general. 2.1 2.1 N
189.3 185.0 4.8
Charged to revenue—
Operations—salaries-of postmasters and staffs at revenue/’
and semi-staff offices, commissions paid at sub- . .
offices, and other disbursements.................... . 30.0 29.8 0.2°
219.3 - 214.8 4:5

Remuneration of postmasters and staffs at revenue and semi-staff offices
and certain other authorized disbursements are paid from revenue. These pay-
ments, included-in the total of $219 million were $30 million for 1962-63, approx-
1mately the same as for 1961-62.
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Public Works

~ Expenditures of the Department of Public Works for 196263 amounted
to $175 million, a decrease of $14 million from the 1961-62 total of $189 million:

TABLE 35,

(in millions of dollars)

Fiscal year ended R
March 31 * Increase
PusLic Works ” 4 or (
963 ecrease (—)
(preliminary) 1962 :
Public buildings—coustruction and services—
Maintenance and operation....:.......oouvvioiuiniiinnn. 43.4 . 45.9 —-2.5
Acquxsltlonl,d construction and improvements of public| . - :
ings— :
(01778 9.0 11.3 —-2.3
Other centres in Canada .. . 12,6 15.4 -2.8
Outside Canada.............coueut. 0.4:. —0.4
Improvements generally- .. 0.5 0.2 0.3
Furniture and furnishings............... .. 2.3 2.8 —-0.5
Fire prevention......ooovviviiiiiniiieainn cheereeeens . 0.2 0.2
68.0 76.2 —8.2
Development engineering services—
Trans-Canada highway d:v:smn—
Contributions to the provinces under the terms of| :
the Trans-Canada Highway Act 32.0 36.5 —4.5
Construction through national parks.. .. 3.9 5.1 -1.2
General.. ... iiiiiiii i et 2.3 5.2 - —-2.9
38.2 46.8 -8.6 .
Harbours and rivers engineering services— '
Acquisition, construction and 1mprovements of harbours
and Tiver WOrkS......coiviieriretneeinnrsennennead 24.6 29.6 ~5.0
Dredging. ......cooovevvevenennas .. 3.9 5.4 -1.5
Graving docks, locks and dams 0.7 0.8 -0.1
29.2 85.8 —8.6
National Capital Commission..........cocoviiviiiinnniann. 13.8 8.7 5.1
HoOUSING. . .ovvvereeireananensns 10.2 5.8 4.4
Administration and general...........icoeiiiiiiiiein Ceeean 15.6 15.5 0.1
175.0 188.8 -13.8

Decreases in expenditures of $9 million in development engineering services,
$7 million in harbours and rivers engineering services and $8 million in outlays
for public buildings—construction and services, were partly offset by increases
of $5 million in payments to the National Capital Commission and $4 million
“for housing.

The decrease of $9 million in expenditures for development engineering
services was due mainly to a decrease of $5 million in contributions to the prov-
inces under the terms of the Trans-Canada Highway Act and a reduction of $3
million in general outlays."

The decrease of $7 million in expenditures of the harbours and rivers en-
gineering services was due mainly to a decrease of $5 million in outlays for
acquisition, construction and improvements of harbours and river works and
$2 million in costs of dredging.

Expenditures for public buildings—construction and services were $8
million less than the comparable figure for the previous fiscal year, due to de-
creases of $6 million in costs of acquisition, construction and improvements of
public buildings and $2 million in costs of maintenance and operation..

/
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Royal Canadian Mounted Police

Expenditures -of the.Royal Canadian Mounted Police- amounted to. $66
million for 1962-63, an increase of $5 million over -the 1961-62 total of $61
million.

~TABLE 36
(in millions of dollars)
Fiscal year ended
) March 31. Increase
RovaL CanapiaN MouNTED PoLice - or
’ ’ 1 1062 decrease (—)
(preliminary) o
Land, air and training divisions............................. 49.2 45.5 r 8.7
Headquarters administration and national police services. 8.2 7.5 - 0.7
Pensions and other benefits.............coocoviiviiniinnn.. 3.7 3.5 0.2
Government's contribution to Royal Canadxan Mounted o '
Police superannuation 8CCOUNY. ... o.vviunn il aiieen... - 2.6 2.3 0.3
Marine BEIVICES. ..\ttt teeeeenrnrseneneneneninenrenennnnns 1.8 1.7 0.1
65.5 60.5 5.0

Payments as shown in | the table represent gross expendxtures, payments
received from the provinces and municipalities for police services at $12 million
were credited to revenue.

The main changes in expenditures were increases of.$4 million for the land,
air and training divisions and $1 million in higher outlays for headquarters
administration and national police sérvices.

Trade and Commerce

Expenditures of the Department of Trade and Commerce were $27 million
for 1962-63, compared with the 1961-62 total of $40 million. The decrease of
$13 million was due almost entirely to a reduction in the expenditures of the
Dominion Bureau of Statistics.

 TABLE 37 .

(in' millions of dollara)
Fiscal year ended :
. March 31 Increase.
TrADE AND COMMERCE | or
' 1963 1062 ‘decrease (—)
(preliminary) '
Dominion Bureau of Statistics...........v0nnnnts el : 12.0 - 24.6 —-12.6
Trade cOmMmMIsSIONer BEIVICO. .. vvu'vrvrnrernrnerenenenenennns 5.6 5.2 0.4
Standards branch.......... 2.9 2.7 0.2
National Energy Board.... 0.5 0.5
Administration and general 6.0 6.5 —-0.5
27.0 39.5 —12.5

The decrease of $13 million in expenditures of the Dominion Bureau of
Statistics was due to: (1) the 1961-62 expenditures included $12 million in
respect of the 1961 Decennial Census of Canada whereas the 196263 expendl-
tures for this purpose were only $1 million; and (2) a decrease of $2 million in

operating expenses.
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Transport

‘

- - Expenditures: of “the Department of Transport totalled $430 mllhon for
1962-63, an increase of ‘$20 million over the 1961-62 total.

TABLE 38
(in‘millions of dollars):
Fiscal year ended
March 31 Increase
TRANSPORT evac — q or <)
ecrease (—
(preliminary) 1962
Air services— .
Civilaviationbranch. ...........oo i ool e 82.9 89.9 —-7.0
Telecommunications and electromcs branch............. 30.7 36.6 —5.9
Meteorological branch..........cocvviiiiiiiii i 17.4 18.1 —-0.7
AQTIBISEEAION . « -« o o eve oo i e eneneannns 5.3 5.4 ' —0.1
’ 136.8 160.0 —138.7
Railway and steamship services—
Maritime Freight Rates Act—

Difference between tariffs and-normal tolls 12.9 12.2 0.7
Railway to Great Slave Lake..... .. 12.2 1.1 11.1
Auto-ferries, docks and terminals. ... 3.1 4.7 -1.6
Deficits— i ’

Canadian National Railways.............covvient 48.9 67.3 —18:4

Newfoundland ferry and terminals.................. 8.2 7.3 0.9

Prince Edward Island car ferry and terminals.. . ... 3.3 3.0 0.3

Yarmouth, N.S.—Bar Harbour, Maine, U.S. A

T30 1= o (] A 0.2 0.1. 0.1
Other. oo ir et acaeiineans N 0.5 0.2 0.3
89.3 95.9 —6.6
Board of Transport Commissioners for Canada—
Interim payments related to the recommendations of the

Royal Commission on Railway Problems ..... PN 50.0 50.0
Freight Rates Reduction Act....c.o.ovuuineinnn PO . 86.7 19.0 ©17.7
Maintenance of trackage..........cveveiieiiiiiaiiiiiins 7.0 7.0
Contribution to the railway grade crossing fund......... 5.7 10.0 —4.3
Administration and general.................. ... ol : 1.3 1.3

100.7 87.8 184
Marine services—
Canadian marine Services......coveevirivinentianieaanns 30.9 22.7 8.2
Addstonavigation............coiiiiiiiiniiiiiiiians 10.6 11.2 —0.6
Ship channel services—St. Lawrence and Saguenay rivers| 4.2 6.3 —-2.1
Marine regulations 4.1 3.8 0.3
Canals.........coccevnnenn. 3.8 3.5 0.3
Administration and general... 1.4 1.1 0.3
, 55.0 8.6 6.4
Canadian Maritime Commission.................coevuen. ©31.0 10.2 20.8
Non-active advances—National Harbours. Board .. 5.2 4.9 0.3
Trans-Canada Air Lines—deficit.................. ... 00 . 3.5 6.5 . -3.0.
Operating deficit of canals entrusted to the St. Lawrence
Seaway Authority. ... ..ooiiiiiiiiiniinniiienannn, 3.1 2.6 0.5
Administration and general...................... s e 6.3 4.4 1.9
430.4° 410.4 20.0

Outlays for air services reflected a decrease of $14 million from the previous
fiscal year due mainly to decreases of $7 million in expenditures by the civil
aviation branch and $6 million by the telecommunications and electromcs
branch.

Expenditures for railway and steamship services, including charges to
expenditures in-respect of deficits of certain government -owned enterprises,
were- $89 million, a decrease of $7 million from expendltures of $96 mllhon in the
previous fiscal year.
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The 1962 deficit of $49 million of the Canadian National Railways charged
to budgetary expenditures was $18 million less than the comparable figure in
1961-62 and expénditures in: respect of the ‘construction’ of the rallway to Grea.t
Slave Lake were $11- million more than i in' the previous year.

Expenditures of the Board of Transport Commissioners for Canada increased
by $13 million, due mainly to an increase of $18 million in payments under the
Freight Rates Reduction Act offset in part by a decrease of $4 million in the
government’s contrlbutlon to the railway grade crossing fund.

Marine services expendltures were $55 million, an increase of $6 million
over the prev10us fiscal year., An increase of $8 million in expendltures for the
Canadian marine ‘services was partly offset by a decrease of $2 million in ex-
penditures for the ship channel services—St. Lawrence and Saguenay rivers.

Outlays of the Canadian Maritime Commission at $31 million were $21
million more than in the previous fiscal year. The change was due mainly to
increased payments of capital sub51d1es for construction of commercial and
fishing vessels.

Deficits of government-owned enterprises charged ‘to expenditure (other
than the Canadian National Railways) were $8 million for the Newfoundland
ferry and terminals, $4 mxlhon for Trans-Canada Air Lines, $3 million for the
Prince Edward Island car ferry and terminals and $3 million for canals entrusted
to The St. Lawrence Seaway Authority compared with ‘$7 million, $7 million,
$3 million and $3 million respectively in the previous year.

Non-active advances to the National Harbours Board totalled $5 Imlhon for
1962-63, approximately the same as in 1961-62.

Veterans Affalrs

Expenditures of the Department of Veterans Aﬂ'au's amounted to $336
million for 1962-63, an increase of $3 million over the 1961-62 total.

TABLE 39

(in millions of dollars)

Fiscal year ended
March 31 Increase
VETERANS AFFAIRS or
. f 1062 decrease (—)
(preliminary)
Pensions for disabilityordeath....................ccvvnen.. 175.9 177.9 —-2.0
War veterans allowances and other benefits................. 88.7 81.8 6.9
Treatment and welfare services.............cooievvennnnn.. 56.1 56.8 -0.7
Soldier Settlement and Veterans Land Acts— '
Provision for reserve for conditional benefits, Veterans
Land Act...cooivniieniiiiiii it 3.2 3.3 -0.1
Administration and general............................. 4.6 4.6
War service gratuities and re-establishment credits.......... 1.1 2.0 —0.9
Administrationand general................cooiiiiinininnn. 6.8 6.8
336.4 333.2 3.2

The net increase of $3 million was due mainly to an increase of $7 million

. for war veterans allowances, offset in part by decreases of $2 million in pensions

for disability or death, $1 million in war service gratuities and re-establishment
credits and $1 million in treatment and welfare services.

68993-5—9
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l PR VoA

All Other Departments . .
Expenditures. of the departments not dealt Wlth 1nd1v1dually totalled : $50
m11110n, an increase of $12. million over the total. for 1961—62

TABLE 40

(ih miH:ion§ of ‘dc'ollva,rs) :

. , . . . Fiscal year ended .
L R R S ML T B March 31 . Increase
. . Air OraER DEPARTMENTS -, ,. . ., - e 1 des or .( y
- : o c ' o ‘ : ecrease (—)’
-1 (preliminary)|- - .-1962 T N
Auditor General’s Office............ Ceeees v vereereeeeaenn 1.2 1.1 0.1
Board of Broadcast Governors. ................ erreieerees 0.4 0.3 0.1
Office of the Chief Electoral Officer. ....... e e 11.8 0.4 11.4
Civil Service Commission.............. o eeieieeens e L ’ 4.8 4.7 0.1
Governor General and L1eutenant-Governors ............... 0.5 0.5 o
IO UPANCE. oo v vt et teeeereeseonessnacsneronscanansssnnasens 1.4 1.4
Legislation..... e eeeneeaair e e eereae s 8.3 8.4 —0.1
National FilmBoard............coovvvnnnn. 5.6 5.1 0.5
National Gallery of Canada........ RN . 1.0 1.0
Privy Council.......c.ovivviniuinrannns P 5.0 4.5 0.5
Public Archives and National Library .. 1.0 1.0 :
Public Printing and Stationery.......... PN RPN It 4.0 - 4.0 P
Secretary of State........ et e e s e POTRRE : 4.8 5.0 -0.2
. ; .. 49.8 37.4 . 12,4 ¢

f ‘ -

The most s1gn1ﬁcant change in expendltures for 1962-63 was an'increase of
$11 million by the Office of the Chief Electoral Officer for expenses of the federal
electlon in June 1962.
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4. SUMMARY OF ASSETS AND LIABILITIES OF CANADA
AS AT MARCH 31, 1963

-‘The assets and liabilities of the Government of Canada at March 31,-1963,
the. comparable balances at March 31, 1962 and the changes in each category
during 1962-63, are shown in condensed form in the following table:

P

TABLE 41
- " ‘SUMMARY oF AsSETs AND LiaBILITIES OF CANADA s
(in millions of dollars)

Balance at March 31. Increase
—_ . or
S (preliminary) 1962 decrease (T)
L1ABILITIES
Current and demand liabilities............. e 1,643.6 1,234.1 409.5
Deposit and trust accounts....................... 222.9 266.6 —43.7
Annuity, insurance and pension accounts 4,741.9 4,246.0 495.9
Undisbursed balances of appropriations to special accounts.. 126.5 115.1 11.4
Deferred credits......iivievneeinunrernnnns reereeaeraeanas 107.8 95.0 12.8
Suspense accounts 7.4 5.3 21
Unmatured debt.......ovviiiiiiiii ittt i, 17,961.8 16,945.7 ~ 1,016.1
Total liabilities........c.covviiiiniiinenn.. 24,811.9 22,907.8 1,904.1
ASSETS "
Current asSetS. ...oiouenre ittt i it 824.7 1,246.0 —421.3
Advances to the exchange fund account..................... 2,736.0 1,793.0 943.0
Sinking fund and other investments held for retirement of un-
matured debt...... ... . . i 22.0 19.4 2.6
Loans to, and investments in, Crown corporations........... - 4,465.1 3,985.3 479.8
Loans to national governments..................... .. 1,210.7 1,339.8 —~129.1
Other loans and investments... .- 1,105.4 |- 903.9 111.5 .
Securities held intrust..................cooiiinian. . 25.6 25.8 -0.2
Deferred charges— :
Unamortized portlons of actuarial deficiencies— . L )
Canadian forces superannuation account............. 0 524.8 326.3 198.5
Public service superannuation account.......... e 276.7 276.7
Royal Canadian Mounted Police superannuation - -
ACCOUND. ..ttt iitiieiiineenaaneernsnnans 3.5 3.5
Unamortized loan flotation costs........... P . 131.6 . 121.3 10.3 .
: . . 936.6 727.8 208.8
SUSPENSe ACCOUNES. ..\ .eiivrt i reiei e iieneeeenerneneens 0.2 0.2 B
Capital agsets.................. . , ' O]
Inactive loans and investments. ... .94.9 94.9 .
TOtAL 8SEHS. e s oo eeresereee e C 11,4212 10,226.1 1,195.1
Lesa reserve for losses on reahzatxon of assets................ —546.4 —546.4 }
Net assets. .................... JRUTR L. 10,874.8" 9,679.7 1,105.1
Net debt, represented by excess of liabilities over net aééets 1. 13,937.1 " 13,228.1 -709.0 ,

- . @ Shown-at nominal value of $1.

A. CHANGES IN PRINCIPAL LiABILITY CLASSIFICATIONS DURING 1962-63

_ The gross liabilities of the government increased by $1,904 million during
the fiscal year. Increases of $1,016 million in unmatured debt, $496 million in
annuity, insirance and- pension accounts, $410 million in.current and demand
liabilities and $13 million in deferred credits were partly offset by a- decrease; of
$44 million in deposit and trust accounts. o "

68993-5—9} o
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470 i 8T L TOTAL LIABILITIES
- Fiscal Years Ended March 31
Billions of “Dollars

30 ~130
__________ __iepomm uAsumEs ’ |
========3 ) 5 DEPOSIT AND TRUST ACCOUNTS

5 8% CURRENT AND DEMAND LIABILITIES
N ANNUITY, INSURANCE
20 . i9 /\ AND PENSION ACCOUNTS —20
5% UNMATURED TREASURY BILLS
10 ¢ ~ —10
64%, UNMATURED BONDS
. = e 0.
1959 1960 1961 1962 1963+ 1963 *
Preliminary . a ’

Current and demand liabilities

This category consists of obligations of the government payable currently
or on demand.

TABLE 42
(in millions of dollars)

) Balance at March 31 Increase
CURRENT AND DEMAND LIABILITIES or
(preliminary) 1962 decrease (—)
OQutstanding treasury cheques.......ooovviiniiiiiinnene. 267.6 265.7 - 1.9
Accounts payable. . ..ooitiiiiiiiiiii i 267.0 280.7 -~13.7
Non-interest-bearing notes payable to— L.

The international development agsociation.............. .. 19.3 14.0 . 5.3
The international monetary fund— . .

Canada’s subscription....c...coveriiiiiiininiaens 370.0 358.0 12.0

Specialloan................. PR s .. 368.0 368.0

.. . 757.8 | 872.0 . 885.8

Matured debt outstanding. ..ot iiiieneiies 32.4 36.4 —4.0

Interest due and outstanding . 80.7. | . . 73.9 6.8

Tnterest aCerued ... ..vveeineieieinenieiiit i e rasaaas 200.6 174.6 26.0

Post office—outstanding money orders........cooeveeivenann 32.8 *25.4 7.4

Outstanding letter of credit cheques...............ocoviiin 4.6 4.7 —0.1

Other current liabilities.........coooviiii it 0.6 | 0.7 : —0.1

1,643.6 1,234.1 409.5

The net increase during the year was $410 million. The main changes were
increasés.of . $385 million in non-interest- bearing notes, $26 million in interest
accrued, $7 million in outstanding’ post office money orders and $7 million in
interest ‘due and outstanding and a decrease of $4 m11110n in matured debf
outstanding. S : T
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.* The increase of $385- mllhon in non-negotiable- non-mterest-bearmg notes
includes $380 million in respect of the international monetary fund. :

-Of this increase, notes in the amount of $12 million were issued due to re-
‘valuation of Canadian ‘dollar balances in the international monetary fund and
notes in, the amount of $368 million were issued to replace: Canadian dollars
remitted to the Receiver General by the international monetary fund in accord-
ance with the standing arrangements regarding the international monetary fund
account No: 1 namely, that the holdings of the account in excess of one per cent of
Canada’s quota in the fund will be exchanged for non-negotiable non-interest-
bearing demand notes from time to time as circumstances -permit. This $368
million reflected two types of transaction (1) the Canadian borrowing from the
fund (note issue of $325 million) and (2) the United Kingdom repayment of
Canadian dollars to the fund (note issue of $43 million).

Deposit and trust accounts

Sundry funds deposited with, or held in trust by, the Receiver General of
Canada for various purposes are recorded in these accounts.

TABLE 43
(in millions of dollars)

Balance at March 31 Increase

Dgprosit AND TRUST ACCOUNTS

= R or
(preliminary) 1962 ) decrease (—)

Provincial tax collection agreements......................e -3
Indian trust funds...... ..o iiiiiiiiiiiiiii i
Post officesavings bank. ... ... ... ... it
Crown corporations deposits............coivviiiiiiieiiie.

Contractors securities—sundry departments—

It b
2O 8O 19 60
|

"Contractors holdbacks. ... ....ueureenrsineennsineeneeanenns .
Korean operations pool.............viviiieiinernnenenn,
Instalment purchase of bonds, public service................
United States of America.....oc.oveeiiiriiirerananennenen
Canadian Arsenals Limited pensionfund....................
Canadian Pension Commission—administration trust fund...
Guarantee deposits—

National Revenue.........c.oo.viviiiiiiiinirnenienennns

Northern Affairs and National Resources...............

otk ok s,

|
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National Harbours Board—spec¢ial accounts.................
Army benvolent fund..........ooo it
Soldier settlement and veterans land acts trust account—

L1 1=) -
Permanent services deferred pay..............oovviiiia
Common school funds—Ontario and Quebec................
Veteranscare trust fund............. .. ..ot
National Research Council—special fund..................
Emergency gold mining assistance—holdbacks..............
Canadian National Rallways............ccoiviiiiint,
(1017173 RN
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There was a decrease during the year of $41 million due principally to the
provincial tax collection agreements under which as at March 31, 1962 the federal
government had collected $38 million, while at March 31, 1963 the provinces had
received advance  payments of- $10 million in accordance. with the federal-
provincial tax collection agreements. This. amount is recorded in the asset
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icategory ‘‘Other loans and' investments”’. There were also decreases of $11
million in Canadian Arsenals Limited pension fund, $6 million in the United
States of America deposit account and $4 million.in contractors’ securities.
Partly offsetting these decreases were .increases of $8 million in the Canadian
National Railways account (representing that part of the 1962 income deficit
-paid from company -funds and which will be repaid to the company when
parliamentary authorization is received), $6 million in Crown corporatlons
deposits and $2 million in guarantee deposits.

. Provincial tax collectlon agreements went into effect from January 1, 1962
and further details will be found under the category “Other loans and mvest—
‘ments”’. :

Annuity, insurances and pension accounts - L

In this category are recorded the amounts to, the credit of the various annu-
ity, insurance and pension accounts. - CL
TABLE 44
(in millions of dpllars)

7 Balance a§ March 31 Increase
ANNuUITY, INSURANCE AND PENSION ACCOUNTS or
. o 1963 1962 decrease (—)
_ | (preliminary) o
Unemployment insurance fund.................cocoiiiniiil, 23.4 ' ‘8.2 -54.8
Less investment m bonds and accried interest............... - —11.8 —-63.6 - 61.8
"Uninvested funds on deposit with the government....... 11.6 | 14.6 . -3.0
Government annuities...........oooiiiiiiiiiiii i 1,261.7 1,235.3 26.4
Public service superannuation account ... .. 1,723.7 1,586.9° 136.8
Canadian forces supérannuation account..................... 1,605.9 1,279.2 . 326.7
Oth er 139.0 130.0 9.0
' ‘ . 4,741.9 4,246.0 495.9

Unemployment insurance fund

- During the year receipts amounted to $348 million and included employeés
and employers contributions of $287 million, the government’s contribution of
$57 million and $4 million in interest from investments. As benefit payments
amounted to $403 million there was a deficit for the year in the fund of $55 million
compared with $118 million in the previous fiscal year.

The balance in the fund at March 31, 1962 of $78 mllhon was reduced to $23
million at March 31, 1963 by the deficit in the fund for the year of $55 million.

As the commission’s investment in bonds and accrued interest amounted to
-$12 million, the funds on deposit with ‘the government were $12 miillion at
March 31, 1963 compared with 315 million at March 31, 1962.

Government annuities account

‘ The government annuities account increased by $26 million durlng 1962-63
representing the amount by which premium receipts of $34 million and interest of -
$47 million credited to the account by the government, exceeded payments of $55
million to annuitants and beneficiaries. : oo :
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Public service superannualion account Co :

The increase of $137 million'in’ the public service superannua.tlon account
was due mainly to the government’s contribution of $51 million (equal to the
estimated current and prior service payments of individuals in 1961-62) and
interest of $66 million credited to the account. The remainder of the increase was
due to thé excess of employees’ current and prior service contributions and
Imscellaneous receipts over benefit payments.

Canadian forces supemnnuatzon account

The Canadian forces superannuation ‘account increased by $327 mllllon
during 1962-63. The increase included the government’s contribution of $58
million which was made at the rate of one and two-thirds times the current and.
priof service contributions, payment of interest by the government of $53 million
credited to the accdunt and the amount -of $17 million by Which contributions by
payments from the account. There was-also a credlt of $199 million to this account
in 1962-63 to bring the balance in the account into line with an actuarial evalu-
ation as at December,31, 1960 as calculated by the Department of Insurance.
A contra entry was made to the asset account. “Deferred charges—unamortized
portion of actuanal deﬁmency in the Canadlan forces superannuatlon account”
"~ Old age. securzty fund -

Under the Old Age Securlty Act. pens1ons at the rate of $65 per month are
paid, without a means test, from the old age security fund to all eligible persons
seventy years of age or over. Receipts of $691 million, consisting of $302 million
from the 3 per cent sales tax, $274 million from the 3 per cent tax on personal
incomes (maximum tax $90) and $115 million from the 3 per cent tax on corpo-
ration profits, were $43 million less than payments of $734 million from the fund.
As the balance in the fund at the end of the fiscal year 196162 was $2 million,
temporary loans of $41 mllhon were made by the Mmlster of Finance to cover
the deficit in the fund

TABLE 45
(in millions of dollars)

- Fiscal year ended March 31

ey

OLp AGE SEcuriTY FUNnD . o 1963
' ' o[ 1959 1960 - | - 1961 1962 (prelimi-
nary)

Tax receipts— o ’ .
Sales tax..........cvovvivinennns ereriaeanieea . 173.6 270.0 270.2 284.9 302.2

Personal income tax:................ e 146.4 185.6 220.4 259.0 273.6
Corporation income tax......cccvveviiiiieane. - 55.3 91.3 103.5 | - 100.1 |. 115.3
Total tax recelpts : 375.3 546.9 603.1 644.0 691.1
Pension PAYINENES. . evereneenreeronrasasosasneasaess —559.31 —574.9 1 -—592.4 | -—625.1 —733.7
Excess of receipts over payments......... Leoslie.| —184.0 —28.0 10.71{ -. 18.9 —42.8
Temporary loans brought forward................. Lo . —28.0| -17.31]
Balance in fund brought forward;..........i....... v ) : : . 1.6
Approprlatlon by Parliament— o N . e
Charged to budgetary expenditures............ 184.0 o

Temporary loans from the Minister of Finance to . -

_cover deficit in fund............ epeeeenaas e 28.0 173 - 41.0

Balance in fund...v.'.'.l.'.'....'...';..‘ ......... o T 1.8
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A distribution by provinces of pension payments from.the-old age securlty
fund for the last. two years is. shown in the following table:

T

oy _ TA_BLE 46
(in millions of dollars)
| Fiscal year ended March 31 o
OLp Age SECURITY PAYMENTS Increase ,
1963 1962
(preliminary) h

14.0 11.9 2.1
33.8 28.9 4.9
6.0 5.2 0.8
24.9 21.3 3.6
155.1 131.7 23.4
265.3 226.1 39.2
44.6 38.1 6.5
46.3 39.6 6.7
49.8 42.3 7.5
93.4 79.6 13.8
0.5 0.4 0.1
733.7 © 62501 108.6

Undisbursed balances of appropriations to special accounts

This category records the undisbursed balances of appropriations to special
accounts for which moneys have been appropriated by Parliament and from
which disbursements may be made for authorized purposes in periods subsequent
to that in which the appropriation was made. There was a net increase of $11
million during the current fiscal year. brmgmg the balance as at March 31, 1963
to $126 million.

] TABLE 47
(in millions of dollars)

Balance at March 31
UNDISBURSED SBALANCIE OF APPROPRIATIONS o Inc;iase
TO SPECIAL CCOUN’I‘S 196: .
. (preliminary) 1962 decrease (~)

Colombo plan fund......... T eeereeeanennnas 91.7 77.6 14.1
Railway grade crossing fund............c...ceeinennnnn. ’ 26.6 33.8 ~7.2
National capital fund...............ooiiiiiiiiiiiinnnnn. 8.1 3.6 4.5
Other.......coueruennnnn.. PP SRS 0.1 0.1

126.5 115.1 11.4

The increase of $14 million in the Colombo plan fund represented the
amount by which the $42 million credited to the -fund for assistance to countries
in south and south-east Asia (and charged to budgetary expendltures) exceeded
disbursements from the fund of $28 million. :

The railway grade crossing fund decreased by $7 million during the year,
representing disbursements of $13 million from the fund less-an amount of $6
million voted by Parliament for this purpose whlch was credited to the fund and
charged to budgetary expenditures. .

The increase of $4 million in the! national capital fund represented the
amount by which the §9 million' credited to the fund and charged to budgetary
expenditures exceeded disbursements of $5 million.
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Deferred credits ‘

This category. records -amounts-due the government in respect of ‘which
payment has been deferred. These are contra accounts to corresponding items
under the following asset categories: “Loans to, and investments in, Crown cor-
porations”, “Loans to national governments” and “Other loans and mvestments”
,'.[l‘lhe balance at March 31, 1963 was $108 million, an increase of $13 million during
the year.

] TABLE 48
N (in millions of dollars)
Balance at March 31 'Increaée :
DEerFERRED CREDITS i or )
(preliminary) 1962 ‘| decrease(—)
Deferred interest— ° o oo T T T
United Kingdom Financial Agreement Act, 1946...... 44.2 44.2
The St. Lawrence Seaway Authority................... 49.4 33.7 . 15.7
93.6 . 77.9 . 16.7
Capitalized interest— . s '
Northern Canada Power Commission................... 1.5 1.1 0.4
Agreements of sale of Crown assets..............oovvnvennn. 6.8 8.8 -2.0
Crown Assets Disposal Corporation............cocviiviunnn. 5.9 7.2 —1.3
107.8 95.0 12.8 .

There was no change during the year in deferred interest of $44 million on
loans made under the United Kingdom Financial Agreement Aect, 1946. This is
a ‘contra account to a correspondmg item under “Loans to natlonal govern-
ments’’.

Deferred mterest in respect of The St. Lawrence Seaway Authorlty, Whlch is
a contra account to a corresponding item in ‘“‘Loans to, and investmentsin, Crown
corporations”, increased by $16 million during the year to $49 million at March
31, 1963 and included $19 million capitalized at March 31, 1959. In accordance
with Order in Council P.C. 1961-1863 dated December 29, 1961, interest pay-
able on December 31,.1961 by The St. Lawrence Seaway Authority, as well as
interest payable on December 31, 1962, has been deferred until December 31,
1963. On December 31, 1963 the total amount of interest so deferred, together
with interest due on that date, will be computed as a single sum and is to be
repaid in equal annual instalments calculated by amortizing the said sum, in-
cluding interest at rates determined by the Minister of Fmance, over a penod of
forty-six years. . -

There was a small increasé in the capitalized interest on loans made to
Northern Canada Power Commission. Advances are made to the Commission
for various projects in the Yukon Territory and Northwest -Territories and
advances are also made pursuant to the Atlantic Provinces Power Development
Act to the Provinces of Nova Scotia and New Brunswick. Upon completion of a
project accrued interest due is computed from, but not including, the date of
each advanoce to the date of completion of the project and is set up as capitalized
interest and added to the original amount of the advance to be repayable in
thirty or forty (as the:case may be) equal annual instalments.

Balances receivable under agreements of sale of Crown assets are  set up as
contra accounts to correspondmg items under “Other loans and mvestments
Receipts of $2 million were in respect of outstanding agreements.. C

. The government’s equity in the agency account of Crown Assets Dlsposal
Corporation is a contra_account to a corresponding item under ‘“Other loans and
investments”. This equity decreased by $1 million during the year. . - .

68993-5—10
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Suspense accounts
"These consist of balances Where some uncertalnty as to disposition exists.

'

S " . TABLE®

(in millions of dollars)
Balance at March 31 Increase
SUSPENSE ACCOUNTS or
(preliminary) 1962 decrease(—)
Replacement of materiel, sec. 11, National Defence Act. . 1.2 1.4 -0.2
Unclaimed cheques. .......covveiiiiiiireriiinriediaronseens 1.4 1.4
Oth er .............................. 4.8 2.5 2.3
7.4 5.8 2.1-

The replacement of materiel- account, established by section 11 of the
National Defence Act, is credited with amounts realized from the sale of materiel
that has not been declared surplus to requirements but has been authorized by
the Governor in Council to be sold to other countries. The account is debited
with disbursements representing amounts paid for the procurement of replace-
ment materiel. The balance in the account at March 31, 1963 was $1 million,
approximately the same as at the previous fiscal year-end.

The unclaimed cheques account is credited with the amount of treasury
cheques (except those drawn on asset and liability accounts) which remain un-
delivered for certam specified periods subsequent to date of issue, pending claims
therefor.

Unmatured debt .

The unmatured debt of Canada at the close of the 1062-63 fiscal year
amounted to $17,962 million, an increase of $1, 016 million over the previous
ﬁscal year-end total of $16 946 mllhon :

TAB_LE 50
(in millions o‘f: dollars). -
! : o ' : Balance at March 31 " Increase .
- UNmaTURED DEBT o 2 ; "' or
- ' * | (preliminary) 1962 decrease (—)
Payablé in Canada— ' : ’ T ) : ' : 1

Marketable bonds.......... eeeaneeaad iedees P e -10,792.2°+ - 10,812.8 |+ T —20.6

Non-marketable bonds— o Lk . Co
Canada savings bonds......... e reees e © . 4,582.2 . 4,055.2 527.0
Unemployment Insurance Commlsswn..’.‘.: ......... AR § OF 3 62.5 | —51.0
5 . e 15,885.9- |- | 14,980.6 ) 465. 4
Treasurybﬂls.................., ................. P 2,165.0 1,885.0 280.0
. ' S 17,509 | . 16,815.5 L 1354
Payable in London(l) ....... L ) "32.0 |- 2.6
Payable in New York @ ' 376 4 . 98.21 . 1 278.2
: ) EAREE 17,961.8 | - '16,945.7 | ' '1,016.1

® Marketable bonds. - R
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The details of the various loan issixés, iﬁaturities redemptions, cancellations
and conversions resulting in the net 1ncrease are descrlbed more fully m the

section “The Pubhc Debt”. "7 =7 - R

Unmatured debt” obhgatlons p~ayable in London and in New York are
stated in Canadian dollars.converted at the rate of $3.027 for the pound sterhng
and $1 08108 for the U.S.dollar respectlvely o

"B, CHANGES 1N PRINCIPAL AsSET CLASSIFICATIONS DURING 1962-63

Total assets amounted.to $11,421 million at March 31, 1963, an increase of
$1,195 million during the fiscal year. As there was no change in the reserve of
$546 million for losses on realization of assets, net assets were $10,875 million at

. the close of the fiscal year. - .

The principal changes were increases of $943 million in advances to the
exchange fund account, $480 million in loans to, and investments.in, Crown corpo-
rations, $209 million in deferred charges and $112 million in other loans and invest-
ments, and decreases of $421 million in current assets and $129 million in loans to
national governments.

TOTAL ASSETS
Fiscal Years Ended March 31
Billions of Dollars

oLt

8% OTHER ASSETS ) . -~

10— . . 7% CASH AND OTHER CURRENT Assers . —|()

15%. OTHER LOANS AND INVESTMENTS -

. R <> . .
"‘ 5] LOANS TO CANADIAN NATIONAL RALWAYS _j
SN 0 %6 %0 0 % %% . .
: LOANS TO:CENTRAL MORTGAGE .
AND HOUSING CORPORATION
5 . -5
. 24% ADVANCES YO EXCHANGE FUND ACCOUNT
Z . |
17%% LOANS TO NATIONAL GOVERNMENTS -
0 AND INTERNATIONAL ORGANIZATIONS 0
1959 1960 1961 1962 © 1963°* 1963*%
'mn-iwy . i .

Current assets "

Total current assets amounted to $825 million at the end of the fiscal year
1962—63 a decrease of $421 million from the 1961-62. total of $1 246 million.’

The main, items respon51ble for the decrease of $421 million durlng the year
were decreases of $403 million in cash in current and special deposits and $61
million in the securities investment account and an increase of $30 million in
departmental workmg capital advances and revolvmg funds (of which $13
million was in the defence production revolving fund). - c

68993-5—103



140

TABLE. 51
(in millions of dollars)

Balance at March 31 Increase
CURRENT ABSETS or
(preliminary) 1962 decrease (—)

Cash in current and special deposits®....................... 374.0 771.5 —403.5

Cash in hands of collectors and in transit.................... 132.6 117.8 14.8
Departmental working capital ad vances and revolving funds—|

Agricultural commodities stabilization account.......... 136.8 132.8 4.0

Defence production revolving fund...................... 40.7 27.3 13.4

Miscellaneousdepartmentalimprest and ad vance accounts 23.1 23.1

L1031 + -3 53.1 40.2 12.9

258.7 2923.4 80.3

Securities investment account............ ... .ol 33.5 94.6 —61.1
Moneys received after March 31 but apphcable to the current,

................................................... 14.9 17.9 -3.0

Post Oiﬁce—cash on hand and in transit.................... 16.0 14.8 1.2

824.7 1,246.0 —421.3

® Receiver General year-end balances in London, New York, Paris and Bonn are at the Canadian
dollar equivalent of exchafige rates at March 31.

1

Advances to the exchange fund account

Advances during the year to the exchange fund account to finance the
purchase of gold and foreign exchange amounted to $1,991 million, and repay-
ments were $1,048 million increasing outstanding advances to $2,736 million
at March 31, 1963. During 1961-62 advances were $397 million, repayments
were $628 million and outstanding advances were $1,793 million at March 31,
1962.

Sinking (flugd and other investments held for retirement of unmatured
ebt
The balance of $22 million in this category at March 31, 1963 was approxi-
mately $3 million more than at the end of the previous fiscal year.

‘Tt should be noted that the purchase fund account which was established
to assist in the orderly retirement of the public debt showed a nil balance at
March 31, 1963. During the year government securities totalling $113 million
were purchased and subsequently cancelled before the fiscal year-end. Full
particulars of the securities purchased and cancelled may be found in section 6
“The Public Debt” further on in this report.

., TABLE 52
(in millions of dollars)
Balance at March 31
HSINKING gUND AND O’x‘mlz}v. INVESTMEliI)TB 1903 Inc;&raase
ELD FOR RETIREMENT OF UNMATURED DEBT
: (preliminary) 1962 decrease (—)
Sinking fund invested in—
Newifoundland guaranteed stock, 1933-63, 3 per cent..... 16.6 12.8 3.8
United Kingdom conversion stock 1963, 4. per cent..... 3.9 5.3 _—1.4
20.5 18.1 2.4
Other investments— )
Newfoundland guaranteed stock, 1933-63, 3 per cent ..... 1.5 1.3 0.2
22.0 194 2.6

Norg: Converted at the official parity rate of £1 = $3.027 Canadian.
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Loans to, and investments in,-Crown corporations

An increase of $480 million in these loans and investments dliring 1962-63
brought the balance at March 31, 1963 to $4,465 million.

TABLE 53
(in millions of dollars)
Balance at March 31 Increase
LoaNS T0, AND INVESTMENTS IN, CROWN CORPORATIONS - or
. . e 1962 decrease (—)
(preliminary)
Atomic Energy of Canada Limited......................... 53.3 65.8 —12.5
Bankof Canada.............coiiiiiiiiiiiiiiiii i 5.9 5.9
Canadian Arsenals Limited.............. .. veet 7.5 7.5
Canadian Broadcasting Corporation... 3.0 3.0
Canadian Commercial Corpora,tlon. 9.5 10.0 —0.5
Canadian National Railways...... .. . 1,434.7 1,160.0 274.7
Trans-Canada Air Lines.........cccooeiiiitviinivean 4.6 5.0 —0.4
T 1,439.8 © 1,165.0 2748
Canadian National (West Indies) Steamships Limited...... 0.3 0.9 —0.6
Canadian Overseas Telecommunication Corporation......... 50.2 37.9 12,3
Central Mortgage and Housing Corporation................ 1,797.5 '1,701.0 96.5
Eldorado Mining and Refining Limited 8.2 8.2
Export Credits Insurance Corporation... 35.3 15.3 20.0
Farm Credit Corporation.. ............. 269.0 210.0 58.0
National Capital Commission............covvieviiiianin.. 40.9 31.5 9.4
National Harbours Board................. 192.7 178.8 13.9
Northern Canada Power Commission b 19.0 . 26.2 -~7.2
Northern Ontario Pipe Line Crown Corporation............. 111.6 119.0 —-7.5
Polymer Corporation Limited.................... e reeaeeen 30.0 30.0
The St. Lawrence Seaway Authority— . .
TR T T 341.5 334.5 7.0
Delferred interest:......ccoviiiiiiiiiiiiiiiiieneennnnnn 49.4 33.7 15.7
890.9 368.2 22.7
Other Crown Corporatlons .................................. 1.1 1.1
4,465.1 3,985.3 479.8

Canadian National Razlways (¢éncluding Trans-Canada Air Lines) -

Advances to. the Canadian National Rallways amounted to $1 439 million
as at March 31, 1963, an increase of $274 million over the prev10us fiscal year-
end balance of $1,165 million. : :

TABLE 54
(in millions of dollars)‘

Balance at March 31

: = Increase
ADVANCES TO THE CANADIAN NaTIONAL RAILWAYS ~ . or .
3 1962 decrease (—)
(preliminary)
Capital Revision Act, 1952— . . o
Preferred stock............... O P ereereaen T 970.7 - 951.8 - © o '18.9
Twenty-year obligation........................ 100.0 . 100.0 )
Finanding and Guarantee Acts............cvovvunnn. 63.2 57.4 5.8
Refunding Act, 1955.........cooiiiiiiiiiii, : 283.8 ‘ 33.8 " 250.0
Canadian Government Railways.................. 17.0 17.0
Trans—Canada Air Lines—income deficits. 4.6 5.0 —~0.4
1,439.3 . 1,185.0 274.3
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During the fiscal year ended March 31; 1963:the government made avail-
able-to the Canadian National Railways $322 million and received repayments
of $48 million. The amount of advances to the company outstandmg at Ma.rch

31, 1963 was therefore increased by $274 million.

TABLE 55
(in millions of dollars)

Figcal year ending March 31 I
ADVANCES TO, AND REPAYMENTS BY, THE CANADIAN JIncrease
NATIONAL RAILWAYS DURING THE FiscaL YEAR 1962-63 or
3 1962 decrease (—)
‘ (preliminary) .
Advances— c .
For the refunding of debt................. e, ©r250.0 37.1 212.9
For capital expenditures...........coovevvninannnn. o 00 5.8 27.6 —21.8
For purchase fund...... ... iinnnll earnasaan e © 2.9 -2.9
For interim financing of income deficita— -
*+ Canadian National Railways............. P Ve T 41.3 63.8 -22.5
Trans-Canada Au' Lmes .............. RO I N 7.2 -1.3
Total advances....oooevevieienee o veninonnn, 303.0 138.6 164.4
Purchase of 4 per cent preferred stock (C. N R Capltal .
Revision Act, 1952) ..................................... 18.9 21.4 -2.5
821.9 - 160.0 161.9
Repayments— ‘ o ’
Advances for capital and refunding purposes...... P o —14.8 14.8
Advances for interim financing of income deﬁclts— a :
Canadian National Railways................... Vees —41.3 ©~65.8 24.5
" Trans-Canada Air Lines........cccovvveveennnnnnitn. —6.3 -7.0 0.7
’ oo a —47.68 —~87.6 40.0
Net increase during the fiscal Year............ LSS T 2743 ’ 72.4 ©201.9

‘Tn 1962-63 the government advanced to the company $250 million for the
retirement of debt in the hands of the public and $6 million for capital purposes.

In addition, to assist the Canadian National Railways to finance further
capital expenditure during the year, the government purchased $19 million of
4 per cent preferred stock of the company. This stock is issued under the authority
of the Canadian National Railways Capital Revision Act, 1952, in an amount
equal to 3 per cent of the gross revenue of the company. .

. The government also provided the company with temporary loans of $41

million in respect of its 1962 income deficit. It should be noted that the 1962
income deficit of the Canadian National Railways was $49 million (of which
$41 million was covered by temporary loans and $8 million paid from company
funds) and on parliamentary  authority will be charged to 1962-63 budgetary
expendltures

At March 31, 1962 temporafy loans of $5 million were outstanding to the
Tra,ns-Canada Air Lines in respect of its 1962 income deficit. During 1962-63
further advances of $1 million were made. brmgmg the total advances for thxs'

ment also advanced $5 million on account of the Air Lines 1963 income deficit
which was outstanding at March 31, 1963.
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Central Mortgage and-Housing Corporation Dene oo

Loans during the fiscal year were $249 million of which: $198 mllhon was
for direct lending-and limited dividend housing and ‘$51 million for federal-
provincial projects. Reépayments were $153 million, of which ‘$141 million was
in respect of direct lending, $8 million in respect of féderal—prox}incial projects
and $4 million in respect of housing. The balance at March 31, 1963 was $1 798
million compared Wlth $1 701 mllhon at March 31, 1962

~ TABLE 56 * . : o4 ¢ . i

. (in millions of dollars)
Fiscal year ended March 31
ADVANCES TO, AND REPAYMENTS BY, CENTRAL Increase
Morraage AND HousiNg CORPORATION 1963 » d ecre:;le =)
(preliminary) ' '1962
Advances—. - L : I -
. Direct lending and lxmlted dividend housmg ............ 198.2 223.8 —25.6
Federal-provincial projects— Co Co
HouSINg..cooviiiienrnieiiianeiinannss N 10.0 9.5. 0.5
Municipal sewage treatment................... ..l 26.5 N 21.0
University housing...........ccovviivenreniiiinsnnn. 14.5 3.5 11.0
61.0 18.5 52,5
249.2 242,3 . 6.9
Repayments—
Direct lending and limited dlvxdend housing............ —140.5 —46.4 c o —94,1
Federal-provincial projects— ) St )
Housmg..........................J ................. ~5.8 =3.0 —2.8 -
Municipal sewage treatment................0000 e =2.0 - o -2.0
University housing......coocenriieieiinirineinennss 8]
-~7.8 -8.0 —4.8
HOUBINE . et vivseevreeennaneesosossnsssessusorscncanonsss ] —4.4 -2.6 -~1.8
. | -12.7 | —52.0 —100.7
96.5 : 190.3 - —93.8

@ Less than $50,000.

Farm Credit Corporation ' .

Loans to the Farm Credit Corporation’ amounted to $60 million and invest-
ments in the capital of the corporation to $2 million during the year. Repayments
of $3-million brought the balance at-March 31, 1963 to $269 m1111on, $59 million
more than at the previous fiscal year-end. - :

The St. Lawrence Seaway Authority : :

Advances to The St. Lawrence Seaway Authority .were. $7 million during
the year resulting in a balance of $342 million at March 31, 1963. Deferred
interest on.these loans in¢réased by $16 million during the year to $49 million
and included $19 million capitalized as at March 31, 1959.

In accordance with Order in Council P.C. 19611863 dated December 29,
1961, interest of $14 million payable on December 31, 1961 by The St. Lawrence
Seaway Authority, as well -as interest payable on December 31, 1962, has been
deferred until December 31,-1963. On December 31, 1963 the total amount so
deferred, together with the interest due on that date, will be computed as a
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gingle sum and is to be repaid in equal annual instalments calculated by amortiz-
ing the said sum, including interest -at rates determined by the Minister of
Finance, -over a period of forty-six years. This single sum and the principal sum
of the loans made to the Authority now outstanding, together with the deferred
interest capitalized as at December 31, 1959, shall be repaid in equal annual
instalments commencing December 31, 1964 over a period of forty-six years
except that on December 31, 1984 the balance of the said single sum and interest
thereon then owing and the principal sum, together with deferred interest and
any unpaid interest thereon, shall be paid in cash or by the delivery of an obli-
gation or obligations of the Authority bearing such rate of interest and subject
to-such other terms and conditions as the Governor in Council may approve.

Other Crown Corporations

Loans to the Export Credits Insurance Corporation increased by $20
million during the fiscal year, loans to the National Harbours Board by $14
million, loans to the Canadian Overseas Telecommunication Corporation by
$12 million and loans to the National Capital Commission by $9 million. Loans
to the Northern Ontario Pipe Line Crown Corporation-decreased by $8 million,
advances to Northern Canada Power Commission decreased by $7 million
and advances to Atomic Energy of Canada Limited decreased by $13 million.

- Loans to national governments

These loans totalled $1,211 million at March 31 1963, a decrease of $129
million from the previous fiscal year-end balance ’

: TABLE 57
(in millions of dollars)

Balance at March 31

. Increase
Loans 10 NATIONAL GOVERNMENTS 1963 . or
(preliminary) 1962 decreese (-)
Loans to United Kingdom— )
The United Kingdom Financial Agreement Act, 1946 1,012.9 1,030.3 —17.4
Deferred interest.........o.oiiiii i, 44.2 44.2
1,057.1 1,074.6 —17.4
Loans under the Export Credits Insurance Act, Part II—
Belgium. .. ..ol e e e . 32.3 34.6 =23
B TS 67.0 133.9 -—66.9
The Netherlands.........cccoiiiiiiiiiin i, 32.1 68.8 —36.7
131.4 237.8 —106.9

8pecial loans to Colombo plan countries to finance the purchase|
of wheat and flour from Canada— ’ 0 .
—0.3

(8737 1) 1.4 1.7
Indig...cooooiiii i e 20.0 24.8 —4.8
. 21.4 26.6 —5.1

Misgcellaneous loans and advances—

France—interim credit—consolidated interest........... 0.6 1.3 -0.7

L0 )T 0.2 0.2
0.8 1.5 —0.7
1,210.7 1,339.8 —129.1

The United Kingdom repaid $17 million' of the $1,185 million loan made
under the $1,250 million credit authorized by .the United Kingdom - Financial
Agreement. Act, 1946, reducing the principal to $1,013 million at March 31, 1963.
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In 1957, the Government of the United Kingdom deferred the payment due
December 31, 1957 of principal and interest'on the above loan. The deferment was
by an agreement between the Governments of Canada and the United Kingdom
that was approved by a 1957 Act to amend the United Kingdom Financial
Agreement Act, 1946. The agreement, which became effective April 29, 1957,
permits the United Kingdom in lieu of any right of waiver hitherto existing to
defer after Décember 31, 1956 seven instalments of principal and interest under
certain conditions. Prmclpal and interest due December 31, 1957 was so deferred.
The first of any such deferred instalments is payable on December 31, 2001 and
the others annually thereafter, in order. In addition, it permitted the 1nsta1ment
of interest in respect of the year 1956 to be deferred and provided that this in-
stalment of interest so deferred shall be paid on December 31 of the year immediate-
ly following the year in which the last of all other instalments, including thosé

- deferred, is.due. Interest at 2 per cent is payable on deferred 1nstalments of both
prmmpal and interest.

Advances under Part II of the Export Credits‘Insurance.Act to Belgium,
France and The Netherlands to assist them in the purchasing of goods in Canada
were reduced by repayments of $106 million during the fiscal year. The balance
at March 31, 1963 was $131 million. In June 1962, France made an advance pay-
ment of $67 million covering eight annual instalments payable December 31, 1962
to December 31, 1969 inclusive and The Netherlands made a payment of $37 mil-
lion in July 1962 covering eight instalments payable April 30, 1963 to April 30
1970 inclusive.

Special loans to Colombo plan countrles to finance the purchase of wheat and
flour by them from Canada amounted to $21 million at March 31 1963,
' $5 million less than at March 31, 1962. -

Other loans and investments

The balance in this category was $1,105 million a,t March 31, 1963, an in-
crease of $111 million during the fiscal year 1962-63. '

Canada’s subscriptions to the capital of international organizations in-
creased by $34 million during the fiscal year due to further subscriptions of $8
million to the international development association, $7 million to the internation-
al bank for reconstruction and development and $6 million in.working capital
advances and loans to international organizations. The revaluation adjustments
in the Canadian dollar'balance in the international monetary fund accounted for
an increase of $13 million. '

Loans to provinéial governments increased by $2 million during the fiscal
year. This was caused by an overpayment of $5 million to the Province of British
Columbia under the 1957 tax-sharing agreements due to the revisions of popu-
lation figures as a result of the 1961 census. Repayment will be ma,de by the Prov-
ince of British Columbia at the rate of $175,000 per month.

As at March 31, 1963, under the federal-provincial tax collection agreements,
payments in advance to the provinces exceeded the amount estimated as having
been collected on behalf of the provinces by $10 million. As at March 31, 1962
the federal government had collected on behalf of the provinces $38 million -
which was recorded in that fiscal year as a llablhty in the deposﬂ; and trust
category. : .
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TABLE 58
.(in millions of dollars)

Balance at March 31 Increase

or
1962 decrease (—)

" OrRER LOANS AND INVESTMENTS ;.
: : (preliminary)

Subscriptions to capital of, working capital advances and
loans to, international organizations—
Canada’s subscription to capital of—
~ International bank for reconstruction and develop-
TOEAL. ot e eeesrnresionionessnsaessoenanenassanans
International development association
International finance corporation............. cees
International monetary fund.............coovvvnn.nn
Working capital advances and loans to international or-
ganigations. .ccouviniiiiiiieiiiienaaenes P
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Loans to provincial governments—

MABIEODA. o ettt eeerrenenreesntonesrassesnsonssannnns
New Brunswick. ....coveveiieivireriernirenisenaneaanas
Newfoundland.........oiveiiiiiiiniiriiieneiainens,

- NOVA SCOtIR. vt tvreiieiririinenerraaranerossssnesions
SaskatcheWan....vvveerciiriirinrrrnrdneneeaesaesnsas
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Provincial tax collection agreements account—advances..... .
Veterans Land Act advances......coovvenrnieeinieiasennrse: 224.4
Less reserve for conditional benefits—Veterans Land Act, 1942 —28.8
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Miséellaneous—
Assii{.eéi pgssage scheme (gsection 69, Immigration Act,
S.1

|
o
'S

Balances receivable under agreements of sale of, Crown
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City -of Montreal—

Atwatertunnel..........oooiiiiiiiiiiii i, e

St. Remitunnel........coovieiniiiiiiiieiiieanes
Construction of dock and rail facilities for Steep Rock

Iron Mines Limited...........covviiiieiieinn.et
Crown Assets Disposal Corporation—government equity

in AZenCY ACCOUNL. ..v.ev.v e anireeasennvasrssrosanens
Dominion Coal Company Limited...................o..
Hamilton Harbour Commissioners........veeveueeennnn
Housing projects for Canadian forces....................
Land development of the Cornwall Navigation System
Municipal Improvements Assistance Act, 1938...........
New Westminster Harbour Commission...........cc0nt
Northwest Territories. ..ooveerereeiiirreneesaresneres
0ld age security fund—temporary loan.
Town of Oromocto, New Brunswick..........
Town of Oromocto Development Corporation.
Yukon Territory.............. Vleierieaeeaens . ..
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Under the 1957 tax-sharing agreements, the obligation on the renting
provinces to abstain from the imposition of personal and corporation income taxes
was to lapse on December 31, 1061. As the Government of Canada did not offer
to renew tax rental agreements, the former renting provinces have all imposed
personal and corporation income taxes effective January 1, 1962. The Govern-
ment of Canada, in place of the tax rental agreements, offered to enter into tax
collection agreements with the provinces whereby Canada would undertake to
collect without charge the provincial personal and corporation income taxes at
rates determined by the provinces provided that the provincial personal income
tax was-expressed as a percentage-of the federal personal income tax payable and
the provincial corporation income tax employed a definition of corporate taxable
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income identical with the federal definition~To make room for the imposition of
provincial income taxes, the Income Tax Act was amended in the 1961 session of
Parliament (1) to reduce the federal income tax payable by individuals resident
in the provinces by 16 per cent in 1962 and by a further one per cent in each
subsequent year until the deduction amounts to 20 percent in 1966, and. 2) to
reduce the federal tax rate on the taxable income of corporations earned in the
provinces by 9 percentage points. Canada collects the’ personal income tax for
nine provinces (Quebec excepted) and the corporation income tax for eight
provinces (Quebec and Ontario excepted). With the exception of Saskatchewan
and Manitoba, the provinces which have entered into tax collection agreements
have imposed personal and corporation income taxes equivalent to-the federal
" withdrawsal. These two. provinces have imposed personal income taxes at 22 per
cent rather than 16 per cent of the federal tax payable and 10 per cent rather
than 9 per cent of the taxable income of corporations. :

In accordance with the provisions of the Federal-Provincial Fiscal Arrange-
ments Act an agreement has been entered into with each of the provinces (Quebec
excepted) pursuant to which Canada will collect provincial income taxes on
behalf of the province and will make payments to the province in respect of the
taxes so collected in accordance with terms and conditions as the agreement
prescribes. ‘

At the beginning of each fiscal year the Minister of Finance will estimate
(subject to revision at any time) the amount of the payment that in his opinion
is due to the province in respect of the year ending in that fiscal year and will
make payments to the province, on the basis of this estimate, in equal monthly
instalments. Any adjustment will be made not later than December 31 following
the end of that year.

The agreements became effective on January 1, 1962 and the first monthly
payment was made in April 1962, .

Under the Veterans Land Act advances are made by the government for
the acquisition of properties, buildings, materials; livestock, farm equipment and
commercial fishing equipment for sale to qualified veterans of world war 2 and
Korea under sale agreements which carry specified conditional benefits if the’
terms of such agreements are adhéred to by the veteran. Advances during the
year less the reserve for conditional benefits increased by $18 million.

Miscellaneous loans and investments were $47 million hlgher at March 31,
1963, mainly on account of temporary loans of $41 million to the old age securlty
fund" by the Minister of Finance. .

Securities held in trust.

This category records the security holdlngs of various dep051t and trust,
and annuity, insurance and pension-accounts. Bonds and certified cheques held
in connection with contractors’ securities, included in the -deposit- and trust
category, are also recorded under this heading. The balance at March 31, 1963
was $26 million, approximately the same as for the previous fiscal year.

Deferred charges -

) This category consists of the unamortized portions of actuarlal deﬁmenmes
in the Canadian forces superannuation account, the public service superannuation
account, the Royal Canadian Mounted .Police.superannuation account, and the
outstanding balance of unamortized loan flotation costs. There was an increase
of $209 million in this category durlng the year brmglng the balance at March
31, 1963 to $937 million.
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Unamortized portions of actuarial deficiencies

. These accounts record the unamortized portions of the actuarial deficiencies
in -the public service, the Canadian forces, and the Royal Canadian Mounted
Police superannuation accounts which have been set up as deferred charges to
be ‘written off to budgetary expenditure upon parliamentary approval. These
deficiencies ‘are based on actuarial valuations made as at December 31, 1957,
December 31, 1960 and December 31, 1961, respectively.

The increase of $199 million in the unamortized portlon of the actuarlal
deficiency in the Canadian forces superannuation account is a contra item to a
similar amount credited to the Canadian forces superannuation account. This
was due to an actuarial revaluation of the account as at December 31, 1960 and
brought the balance of the contra account to $525 million.

Unamortized loan flotation costs

This. account records the residual balances of discounts, commissions,
redemption bonuses and conversion premiums on loan flotations that have not
been charged to budgetary expenditure. The balance as at March 31, 1963 was
$131 million, an increase of $10 million over the previous fiseal year.

TABLE 59
(in millions of dollars)

- Fiscal year ended March 31
Unamortized LoaN FroratioN Cosrs

. _(preliminary) 1962

Balance of account at beginning of fiscal year.......................... 121.3 130.7

New flotation costs to be amortized—
31% loan May 1, 1962—OQect. 1, 1967.......... it
549, loan Aug. 1,1962—0ct. 1,1969......c00vvrvnviniiiiennnnanens.
5389, loan Aug. 1. 1962—Aug. 1, 1980......
41% loan Oct. 1, 1962—Apr. 1, 1965........
53% loan Oct. 1, 1962—Apr. 1,1969..........cciiirrernannnnnannas
349% loan Dec. 15, 1962—Feb. 1, 1065..
319 loan Feb. 1, 1963—Feb. 1, 1964. .
319, loan -Feb. 1, 1963—Feb. 1, 1966......
5% loan Oct. 15, 1962—Oct. 15 19870 .,
Adjustments® .o L i iy
Treasury billsdiscount..........cooiiiiriiiiiiiiiiinaee, PP
Canada savings bonds—adjustment of previous issues..............
Canada savings bonds—new issue..........coovvveiiirerinneneenann
3% loan May 1, 1961—May 1, 1962..........cvviiiieeennennn
3% loan Aug. 1, 1961—Aug. 1, 1962.........ccoiiiiiiinnnnnn
4% loan Aug.1,1961—Dec. 1,1964.....0c0vvneennrnnnennnn.s e
449 loan Sept. 15, 1961—Dec. 15, 1966..........cccoiivniviiniiiinn. o
239, loan Dec. 1, 1961—June 1,1963........ccivrenenrnnnenns
319% loan Dec. 1, 1961—0ct. 1,71964. PPN

© 439, loan Dec. 1, 1961—June 1, 1967.

239% loan Jan, 15, 1962—Apr. 1,1963................... ..
4{% loan Jan. 15, 1962—Jan. 15, 1968........ s eie e
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Less—
Amortlzatmn applicable to fiscal year—
. Canada savings bonds and general loan,.............covivvuue. —32.7 —33.7
Discount on treasury bills charged to interest on public debt...| —10.0 —11.3
AdJustments ) e e e e —-0.9 -~0.7
. S : —48.6 - —48.7
Increase or decrease (- ) durmg the year ........... e e 10.3 i —9.4

Balanceofaccountatendofﬁscalyear..'............................‘..‘. R 1316 | - .. 1213

tres + e o . . 3 &)

“)Loan issued in.New.York. . L A . '

‘0 Adjustments due to cancellatlons, exchanges, conversions and addmonal issues of existing loans o
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Cost of new loans issued during 1962-63 and charged to the account was
$54 million, of which $15 million was in respect of treasury bill discounts to be
charged.to interest on public debt in 1963-64. Credits to the account were $44
million, of which $33 million was a charge to the budgetary expenditure item
“Annual amortization costs”, and $10 million, representing discount on treasury
bills sold in 1961-62, was a charge to the budgetary item “Interest on public
debt”, and $1 million was an adjustment due to cancellations, exchanges, con-
versions and additional issues of existing loans. :

Suspense accounts

The only item in this category is the cheque adjustment suspense account
which reflects unadjusted balances in prior years resulting from the reconcilia-
tion of payments for redemption of paid cheques with the amount of those cheques
as subsequently determined in adjustment of the outstanding cheque account.

Capital assets ‘

Assets of the government such as land, buildings, works and equipment,
etc., that are charged to budgetary expenditure at the time of acquisition or
construction, are included in this category and are shown on the statement of
assets and liabilities at 4 nominal value of $1..

Inactive loans and investments

Loans and investments which are not currently revenue-producing or real-
izable are recorded in this category. Included are the loans of $49 million to
China under the Export Credits Insurance Act, $24 million and $7 million made
to Roumania and Greece in 1919-20 and 1920-21 and advances of $15 million
in respect of the implementation of guarantees (Ming Sung Industrial Company
Limited). ’

Reserve for losses on realization of assets
There was no change in this reserve during the year, the balance of $546
million as at March 31, 1963 being the same as at the previous fiscal year-end.

‘C. INcrEASE IN NET DEBT

The deficit of $709 million for the current fiscal year-resulted in a corre-
sponding increase in the net debt of Canada which amounted to $13,937 million
at March 31, 1963.

5. THE CASH POSITION

. The government’s cash position is affected not only by the budgetary
transactions but also by changes in the government’s outstanding unmatured
debt and other non-budgetary transactions. In 1962-63 there was a decrease of
$403 million in the government’s bank balances. This decrease was the result of
the budgetary deficit of $709 million and net disbursements of $758 million for
non-budgetary transactions offset in part by an increase of $1,064 million in
unmatured debt outstanding in the hands of the public (after taking into account
transactions in the securities investment account and the sinking fund and other
investments account).

Non-budgetary receipts and disbursements relate to transactions which
result in increases or decreases in the government’s assets and liabilities and do
not appear in what might be called the government’s income account for the
fiscal year nor do they enter into the calculation of the annual budgetary surplus
or deficit. However, in considering the full scope of the government’s financial
operations and in measuring their effect on the government’s cash position and
their impact on the economy, non-budgetary as well as budgetary transactions
must be taken into account. - : e : P
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The increases or decreases in the government's assets and-liabilities. have
been described in detail in the section entitled “Summary of Assets'and Liabilities
of Canada’’: On the assets side the non-budgetary transactions consist, for the
most part, of loans and advances to, and repayments by, Crown corporatlons
and other government agencies and funds (including the old age security fund),
national, provincial and municipal governments, international organizations,
veterans and other borrowers. On the liabilities side they relate mainly to receipts
and payments in connection with the many deposit and trust accounts, and
annuity, insurance and pension funds held or administered by the government

o TABLE 60
. (in millions of dollars)
Fiscal year ended March 31
CrANGES IN CABH PosITion
1963 1062
(preliminary) !
Budgetary transactions—
ROVENUES. ..ttt iiiiieienraserocsoesasaassssesnsssnanrsesnsnnan 5,876.1 5,729.6
Expenditires. ..o.vveeererreineretosserossonesnasinsscesannss —6,585.1 —6,520.6
Budgetary deficit........ccooiiiiiiniiiiiiiiiiii i, —709.0 .+ —791.0
Non-budgetary transactions (excludmg unmatured debt trans-
actions) (net)— i
Receipts and credits.......covviviinriiieiiiiiiinneiiaiinn, 1,139.9 461.1
Disbursements and charges............. e eeereneeteeraee.i|—1,808.4 —147.7
Net amount received from or disbursed for (—) non-budgetary i
transactions (excluding unmatured debt traueactions) ceen —758.5 313.4
Overall cash requirement to be financed by Increase in debt :
or decrease In cash balances............................ -—1,467.5 —477.8
Net increase in unmatured debt outstanding in the hands
of the public— -
Unmatured debt— :
2703 e 1= N '736.1 927.8
Treasury bills.............. e reeee et e 280.0 —50.0
Securities investment account.... ... ... il m50.5 m19.1
Sinking fund and other investments..................... e —2.6 —2.4
) 1,064.0 . 884.5
Net increase or decrease (—) in Receiver General bank balances -—403.5 416.9

() Excluding securities other than government issues.

The preceding table summarizes both the budgetary and non-budfretary

transactions for 1962-63 and indicates how they affected the government’s cash
position. For purposes of comparlson the correspondlng figures for 1961 62 are
also shown.

As the table shows, non—budgetary receipts and credlts for'1962- 63 (excludlng
unmatured: debt - transactlons) totalled $1,140 million while non-budgetary dis-
bursements. and- charges (also excluding unmatured - debt  transactions) were
$1,898 million, resulting in a net disbursement of $758 million. As the budgetary
deﬁmt was $709 million, $1,467 million required financing .by. an increase in
unmatured debt or a decrease in cash balances. In 1961-62 there was a net
receipt of $313 million from non-budgetary transactions and a budgetary deficit
of $791 million resultmg in $478 million having to be. ﬁnanced by an increase in
unmatured debt or a decrease in cash balances. L K
‘\Ion budgetary receipts and credits U o
. .. :Non-budgetary receipts and credits; as- already mdlcated amounted to
$1 140 million in 1962-63 as shown in the following table: . e
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-~ TABLE 61 . .- i % .

T e " :(in millions of dollars)
Fiscal year ended March 31
NoN-BUDGETARY RECEIPTS AND CREDITS
1963 1962
(preliminary)
Repayments of loans, investments and workmg capital advances (net)—
Agricultural products board account...........coiiiiiiiiiia, . 4.9
Atomic Energy of Canada Limited................... 12,5 —4.9
Canadian Commercial Corporation.............v..... 0.5 -=3.0
Northern Canada Power Commission................ 7.2 0.3
Northern Ontario Pipe Line Crown Corporation 7.5 4.7
United Kingdom (1946 10an)........ouivriuirerererenannnnnnnn, 17.4 17.1
Special loans to Indxa and Ceylon (Re purchase of wheat from
Canada). ..o e 5.1 5.0
Other national governments (Export Credxts Insurance Act)........ 105.9 15.3
Unemployment insurance fund 67.0
Other...co ool N 6.2 - 8.4
o . 162.3 114.8
Net government annuities account receipts— ’ .
Premium receipts less payments to beneﬁclarles ................... -20.9 -9.8
Interest paid by government............... PN 47.3 46.0
: s Co - - 26.4 36.2
Net insurance and pension accounts receipts—
Employee contributions less payments to beneﬁclarles ..... PO 38.4 32.5.
Government contributions....oo0 ... ... . o, 114.7 108.3
Actuarial deficiency i in the Canadian forces superannuation account.| 198.5
Actuarial deficiency in the Royal Canadian Mounted Police super-
ANNUALION ACCOUNE. ..ottt ttree e rerereeaenensninanennnnss 3.5
. Interest paid by-government:......... ; ; ‘111:4
Old age security fund................ S . 1.6
472.5 257.3
Net increase in current and demand hablhtles—-
Outstanding treasury cheques 1.9 13.9
Interest due and outstandmg ........ veen - 6.8 7.1
Accrued interest...........:........ - 26.0 20.8
Non-interest-bearing notes payab]e to the mternetxonal development,
association. ... .. i s 5.3 1.4
.0 —-19.0
.0 7.3
37.8
Net increase in sundry liabilities—- : L
Deposit and ‘trust accounts—mlscellaneous ........ et 4.9 1.2 -
Undisbursed balances of approprmtxons— o C ' ' ) . Y
Colombo planfund.............. 0000000 0., R 14.1 1.10.1
National Capital Commission Ly - 4.5 108
Deferred credits— , . .
s he St. Lawrence Beaway Authority— : N b
. Deferred A0EereSt .. .. ....vv.'eereeeeeseeeeeeeenernneansss 15.7 14.3
Northern Canada Power: Commlssion—
Capitalized interest............oviviiiininrnreieneennens . 0.4 | l1_
SUSPENSE ACCOURLE. ¢ .. v v ey surrrrenneernrneersnnoernneseenns .| 2.3 | =0.1 :
""" o : 41.9 .21.4
Net decrease in sundry asset accounts—' - - R I
Moneys received after March 31 but apphcable to the current year.| =~ 3.0 . —-3.9 -
Securities mvestment account—Canedlan Arsenals Lxmlted pension 10 6 . l,'2 9
. un . N Il VB
- Securities held in trust.. 0.2 4.2
. 13.8 -11.9
ST S : : 1,139.9 461.1
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Non- budgetary disbursements and charges
Non-budgetary disbursements and charges totalled $1 898 mllhon in 1962—63
as shown in the followmg table:

TABLE 62
(in millions of dollars)
Fiscal year ended March 31
NON-BUDGETARY DISBURSEMENTS AND CHARGES .
(preliminary) 1962
Loans, investments and working capital advances (net)—
Agricultural commodities stabilization account.................... 4.0 42,6
Canadian National Railways (including Trans-Canada Air Lines)..| 274.3 72.4
Canadian Overseas Telecommunication Corporation............... 12.3 6.2
Central Mortgage and Housing Corporation.................. TR 96.5 190.3
Defence production revolving fund............. X © 13.4 11.6
Exchange fund aceount.........c.oeiieeenriiiiiiieneninneneinens 943.0 —231.0
Export Credits Insurance Act (sec. 21A) 20.0 5.3
Farm Credit Corporation..........c.ovviiiiieiiniinnnierareanerinnen 59.0 54.2
Housing projects for Canadian forces.................oovviiiinenn. 6.2 1.9
International organizations (subscriptions to capital)............... 34.1 28.8
National Capital Commxsslon ............... 9.4 6.2
National Harbours Board........o.vvviiiiiiierniienerneneinens 13.9 6.0
0id age security fund................. 41.0 -=17.3.
Provincial governments........... .. ..ot 2.1 —0.5
Provincial tax collection agreements.................coooiu e 10.3
Royal Canadian Mint............cociviiiiiiineinnes e P 6.4 6.7
The St. Lawrence Seaway Authority...... 22.7 28.3
Veterans Land Act advances........ ..o cvvieinenneinniuinaennins 18.2 11.3
Governments of Yukon and Northwest Terrxtorles ................. 4.0 1.0
Other........covvieiiiiian. et e e 6.8 3.0
. 1,597.6 227.0
Net disbursements from sundry liability accounts—
Current and demand liabilities—
International monetary fund—revaluation of Canadian dollar
balance.......cooviiiiii e e e 10.1
Accounts payable. ... ...t et e 13.7 —59.3
Deposit and trust accounts— )
Canadian Arsenals Limited pensionfund....................... 10.6 —-12.2
Liability to United States of America......................... ’ 24.5
Provincial tax collection agreements......................ooi 38.0 -38.0
Annuity, insurance and pension accounts— ’ '
Unemployment insurance fund— .
Uninvested funds on deposit with the government......... 3.0 3.0
Undisbursed balances of appropriations—
Railway grade crossing fund...........ooviiiiiiiiiiiiiiine 7.2 0.3
Deferred credits—
Agreemeénts of sale of Crown agsets. 2.0 1.2
Crown Assets Disposal Corporatlon 1.3 —-2.3
(037 4 <SS ' 0.5
Buspense accounts—
Replacement of materlel sec. 11, National Defence Act........ 0.2 3.2
76.0 - —69.0
Net increases in'sundry asset accounts— "~
Cash in hands of collectors and in transit................. veeans . 14.8 —-8.3
Post office—cash on hand and in transit..............cocieuiniane. 1.2 3.8
Unamortized portion of actuarial deficiency in the Canadian forces .
superannuatlon ACCOUND . oo v et eireirinnnnseanannosonannsns 198.5
Unamortized portion of actuarial deficiency in the Royal Canadian .
Mounted Police superannuation account...........oovvvuvneen.n 3.5.
Unamortized loan flotationcosts.............coveviiiiiiiiiiii. 10.3 —9.4.
i : ) o 224.8 - —10.4
Net increase in other accounts....................ooiinnn Ceeeeieieaas 0.1
1,898.4 147.7
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Summary

In summary, as’budgetary and non-budgetary transactions required financ-
ing in the amount of $1,467 million, and unmatured debt outstanding in the
hands of the public (after taking into account transactions in the securities
investment account and sinking fund and other investments account) increased
by $1,064 million, cash balances on deposit with the banks decreased by $403
million. . : , oo

6. THE PUBLIC DEBT

Gross and net debt. , : : e -

The gross debt of Canada was $24,812 million as at March 31, 1963. Unma-
tured debt (including treasury bills) in the amount of $17,962 million accounted
for approximately 72 per cent of the total. The remaining labilities, consisting of
current and demand liabilities, deposit and trust accounts, annuity, insurarice
and pension accounts, undisbursed balances of appropriations to special accounts,
deferred credits and sundry suspense accounts, aggregated $6,850 million or
approximately 28 per cent of the total debt.

The net debt of Canada was $13,937 million as at March 31, 1963, an increase
of $709 million over the net debt at March 31, 1962. Total liabilities increased by
$1,904 million to $24,812 million and net assets by $1,195 million to $10,875
million at March 31, 1963. ‘ ' L

GROSS AND NET DEBT NET DEBT AS AT MARCH 31
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TABLE 63 .
. STATEMENT OF Pusuic Desr, UNMATURED DEBT, RECORDED NET Assms AND Ner DEBT of C.I_ANADA

L . (in _zlni‘llionsgf dollars)

. . o G'x'os's.Public Debt .. : _Le%s N Incregs%
o : ' = - - - | “recorde in net debt
o AsatMarch3l | Upmatured| . Other . I -Total net . N‘etvt‘i_ebt | during «

debt - liabilities | assets fiscal year
1959...c.0iveiievennn eeen 15,574.1 4,675.8 20,249.9 8,571.5 11,678.4 632.1
. 15,890.1 5,096.3 20,986.4 8,897.2 12,089.2 410.8
16,067.9 5,634.9 [ 21,602.8 | 9,165.7 | 12,437.1 347.9
16,945.7]. . 5,962.1 22,907.8 .9,679.7 13,228.1 791.0
17,961.8 6,850.1 -| 24,811.9 10,874.8 13,937.1 709.0

. L o 1

- Lt

Unmatured debt . ... . L C
_.. The total unmatured debt of Canada at March 31, 1963 was $17 ,062 million,
$1,016 million more than at the end of the previous fiscal year. The government’s
holdings of its own securities weré $54' million, comprised of $32 ‘million in the
securities investment account ard‘$22 million:in' the sinking fund and: other
investments account. This. was a decrease of $47 million from the comparable
figure at March 31, 1962 when holdings were $82 million in the securities invest-
ment account and $19 million in the sinking fund and other investments account.

“The' decrease in the securities investment -account was due mainly to the
maturing of treasury bills held in, the account. —

¢~ Securities in the amount of $113 ‘million were acquired for the purchase
fund, which was established in 1961 to assist in the management of the public
debt. Purchases during the year were as follows: '

$20 million 419, bonds due September'1, 1972
$37 million 5%, bonds due October 1, 1975
-$ 4-million 33% bonds due June 1, 1976
2 $ 8 million 339, bonds due January 15, 1978
% 8 million 319, bonds due October 1, 1979 '
$35 million 4% bonds due September 1, 1983
. $ 1 million 33% bonds due March 15, 1998

,,- These securities were cancelled prior to the year-end and unmatured debt
was reduced by a similar amount. |

. Of the total unmatured debt, $17,551 million or approximately 98 per cent
is payable in Canada, $376 million in New York and $35 millien in London.
Securities payable in New York and London have been valued at the official
parity rates of $1 U.S. = $1.08108 Can. and £1 = $3.027 Can., respectively.

C

Summary of security issues and maturities, redemptions, conversions or cancellations

During the year ended March 31, 1963, the government issued securities in
the principal amount of $4,385 million of which $4,115 million was payable in
Canada- (excluding the refunding of treasury bills which mature weekly) and
$270 million was payable in New York. Securities issued in prior years payable

in London and New York were valued at the official parity rates which resulted
in an increase of $10 million when stated in Canadian dollars. ;

Securities payable in Canada amounting to $3,379 million were redeemed,
converted or cancelled during the year.
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TABLE 64
. .o . (in millions of dollars) .
I,'. . CE : . - Fiscal year ended March 31
UNMATURED DET TRANSACTIONS
‘ 1963 1962
(preliminary)
Balance at beginning of year......... SO 16, 946 16,088
‘New issues— ! . ‘
. For cash— I Lot . R R
Canada savings bonds series 15...........0cvvuvnen.n.. PN )., 65
Canada savings bonds Series 16.. : 78 Lol 973
Canada savings bonds series 17.....:....... o] 1,634 .. f
Marketable bonds...... S A 1,347 ... | 1,350 -
Non-marketable bonds (Unemployment Insurance Commission)] - 86 .. 161
" Treasury bills (Det)........ it i iieteeennnnnenss 280 .. o
o . - R : 8,426 . 2,649 ]
~ . By renewals and conversions— ) . - C
- Marketable bonds................ i itee et rer et ‘960, . . 907
"+ Total new-issues..... et e e enan e catnnnra et reerareeaen 4,385 . .. 1. 3,456 '
’Adjustménts due to v#l.uation of securities payable in London and New| « . R :
York at the official parity rates .. ........... F T 10 .
I S ' 4,35 . . | 3,456 ., - -
Less— ! o . B
Matured marketable bonds...........c.ooovviii i, —984". . ... —498
- Redeemed non-marketable bonds (Unemployment Insurance Com-] ' . . )
TISSI0M) e eet it vt ivn i Terennrennennennnnas PO | —137 —~99
' Conversions. ....... R, e : —907
. Canada savings bonds redeemed or matured . —538
Treasury bills (net)....... e iiereneeaas e i, i - o, ~50
’ ~8,266- |—2,092
Unmatured marketable bonds (purchased and cancelled)..........J*. =113 - ' | —486
. ‘ A=3.319° |Z2,578
N . . N i ‘ g bl [ Lot .
Increase in unmatured debt.........ccceveiiiieiivnniiiiiiniannnnns.. 1,016 - 8
Balance at end of Year...............c..uneeeenneennneennnns. S 17,962 16,946

M Official parity rates at March 31, 1963 were £1=$3.027 Can and $1 U.S.=$1.08108 Can.

Net sales of Canada savings bonds 1962, series 17, were $1,634 million during
1962-63 and additional sales during the year of Canada savings bonds series
16 were $78 million. Canada savings bonds series 6 outstanding in the amount
of $23 million matured on August 1, 1962 and redemptions prior to ma-
turity of series 6 to 16 during the year amounted to $1,162 million. The net
increase during the year for all series was $527 million; the amount outstanding
and unmatured for all series at March 31, 1963 was $4,582 million.

Treasury bills outstanding at March 31, 1963 amounted to $2,165 million,
consisting of $1,310 million in three-month bills, $740 million in six-month bills,
$85 million in 366-day bills and $30 million in special bills of varying short term
maturities held by the Bank of Canada.
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TABLE 65

Desr MaTURED, REDEEMED, CONVERTED OR CANCELLED DURING THE Fiscar Year ENDED
- MARCH 31, 1963 (preliminary)

) Cancelled
— Matured Redeemed Converted prior to Total
- - maturity
$ $ $ $ $

3% 1961-62 75,000,000 25,000,000 100, 000, 000

3% 1960-62 140,000,000 @ 50,000,000 190,000,000

39, 1961-62 285,000,000 @ 50,000,000 335,000,000

53% 1959-62 67,516,000 (3200, 981,000 268,497,000

419, 1960-62 140,000, 000 | 140, 000, 000

34% 1961-62 176, 503,000 (9198,497,000 375, 000,000

49, 1959-63 100, 000,000 100,000, 000

539, 1960-63 435,018,000 . 435,018,000

419, 1958-72 20,025,000 20,025,000

54% 1959-75 36,575,000 36,575,000

3319, 1954-76 - 3,788,000 3,788,000

339% 1953/54-78 8,447,000 8,447,000

33% 1954~7 8,025,000 8,025,000

439, 1958-83 35,250,000 35,250,000

33% 1956-98......cvhirneinnnn 1,085,000 1,085,000

Canada savings bonds 8.6..... 23,624,950 23,624,950

Canada savings bonds 8.6-16.. . 1,161,795,150 1,161,795,150
Unemployment Insurance

Commission (non-mar-
ketable bonds)—

ki3 1/ 62, 500,000 62, 500,000

A s 62,000,000 62,000,000

132 377 Y 12, 500,000 12, 500,000

1,298,795,150 | 959,496,000 | 113,195,000 | 3,379,130,100

1,007,643,950

® Exchanged for 2% loan due June 1, 1963.
@ Exchanged for 33% loan due Oct. 1, 1967.
 Exchanged for 549, loan due Oct. 1, 1975.

Feb. 1, 1965.

) $88,497,000 exchanged for 41% loan due Jan. 15, 1968 and $110,000,000 exchanged for 3}% loan due

) Exchanged for 539 loan due Aprii 1, 1976.

<

N
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' TABLE 66

New Securrries Issvep DuriNG YEAR EnpED MarcH 31, 1963 (preliminary)

. Renewals or
. P Yield at. . Total s Amount.. .
Description JFricoto | prieto | amoun | gomvemon | Howd
g government issued amount iss:1ed for cash
' $ per cent. $ $ $
Marketable bonds— . . . ..
Loan due June 1, 1963, 2... .| 99.15 3.56 - 100,000,000 (v 25,000,000 - 75,000,000
Loan due Jan. 15, 1968, 41%.| - 99.25 . 4.42 . |- 150,000,000 | 88,497,000 61, 503, 000
Loan due Oct. 1, 1975, 539%,.. 200,981,000 (200,981,000 .
Loan due April 1, 1976, 53%. 435,018,000 (435,018,000 S )
Loan due Feb. 1,1964, 33%... 99.25 - 4,02 --125,000,000 I 125,000,000
Loan due Feb. 1, 1965, 33%.. 98.75 4.12 - -350, 000,000 [(®110,000,000 240,000, 000
Loan due April 1, 1965, 419,. . 97.00 - - 5.55 50,000,000 | - -- - 50,000,000
" Loan due Feb. 1, 1966, 33%,. . 97.25 4.49 - 225,000,000 . 225,000,000
.Loan due Oct. 1 1967 31%.. 08.25 4.11 100, 000, 000 ((©100, 000,000 )
Loan due April 1Y 1969, 53%. . 99.50 5.59 100, 000, 000 100,000,000
Loan due Oct. 1, 1969, 54%.. . 99.00 5.67 80,000,000 -80, 000, 000
Loan due Aug. 1, 1980, 53%... 98.00 5.68 120, 000, 000 120, 000, 000
New York loan due Oct. 15 :
1987, 6% . cuecvnena e 100.00 5.00 | 270,270,000 |- - 270,270,000
Non-marketable bonds—
Unemp]oyment Insurance - . .
Commission, 4%.......... 100.00 4.00 62, 000, 000 " 62,000,000
Unemployment Insurance - !
Comumission, 5§%......... 100.00 5.12 24,000,000 24,000,000
Canada savings bonds— .
Nov.1, 1961——N0v 1, 1971, \
' 4%—5%. ............ 100.00 4.60 78,598,800 78,598,800
Nov 1, 1962——Nov 1, 1976, : :
%—5%%, A i 100.00 - 5.11 (1,633,808, 950 1,633,808,950
Treasury bills (net) ........... - | 280,000,000 . 280,000,000
4,384,676,750 | 959,496,000 | 3,425,180,750

In exchange for 3% loan due May 1, 1962.
In exchange for 334% loan due Dec. 15, 1962,
In exchange for 53% loan due Oct. 1, 1962. . .
@In exchange for 53% loan due April 1, 1963. ‘
. ®In exchange for 34% loan due Dec. 15, 1962.
5 - 1(3;3250 ,000,000 in exchange for 3% loan due Aug. 1, 1962 and $50,000,000 in exchange for 3% loan due June

Interest rates

The average interest rate on the government’s unmatured debt at March 31,
1963 was 4.15.per cent compared with 3.94 per cent at the end of the previous
fiscal year.

The yield on three-month treasury bills at tender on March 29, 1962 was
3.12 per cent. It dropped to 3.04 per cent on April 12, 1962, rose to a high of 5.51
per cent on July 19, 1962 and then declined to 3.62 per cent on March 28, 1963.

The yield on six-month treasury bills at tender on March 29, 1962 was 3.29
per cent. It dropped to 3.19 per cent on April 26, 1962, rose to a hlgh of 5.74 per
cent on July 19, 1962 and then declined to 3.74 per cent on March 28, 1963.

. The following table shows the high and low yields together with the yield on
the latest issue of -three-month bills for the fisecal years 1958-59 to 1962-63
inclusive, and for six-month bills for the fiscal years 1959-60 to 1962-63 inclusive.
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TABLE'67

TreASURY BILL YIELD AT, TENDER ., -

Fiscal year ended March 31 High Low Last issue
per cent, per cent per cent

Three-month bills— ol

B 4.30 0.87 . 4,30

1960......000vne.. aeeraneaead e b e easiesaseeaataantaesreasasens 6.16 3.01 3.01

1961, 0ciievnnieinrennnnns e eeeseaeeneiran ettt £ 3.95 1.68 3.21

1962, . civiiiiiinennn eearaas e eeeerraseseiraeseierbenenarnans ’ 3.34 2.26 . 3.12

1963, 0uiiinrinnneinienieiononnns e dsesaesraren e ransareana 5,51 3.04 03,62
Six-month bills— = | . ) .

960, . it e I 6.87 3.23 . 3.23
1961............ PN S, erereereeee el 407 ~1.99 3.37
1962....... S PN leeeereniaaeais . 3.49 2.53 3.29
1963, cieii it iiiieans erreaseans S Nrererreerereean, 5.74 3.19 w3.74

WAt tender on March 28, 1963.A

AVERAGE INTEREST RATE ON UNMATURED DEBT
As At March 31 ’ T
Per Cent

2 —2
ol i v P e v be v v by v bt e r by vyt e o
1930 1935 1940 1945 1950 1955 1960 - 63"
.Pulinlnmy R .

Indnrect debt or contingent liabilities

. In addition to the direct debt set out in the statement of assets and habllltles,
the government has assumed certain indirect or contingent obligations. These
consist of securities of the Canadian National Railways, guaranteed as to principal
and interest, and a number of miscellaneous guarantees, the chief of which are
the guarantee of. insured loans made by chartered banks and other approved
lending institutions under the National Housing Act, 1954, déposits maintained
by the chartered banks in the Bank of Canada, bank advances to the Canadian
Wheat Board, advances under the Export Credlts Insurance Act and bank loans
under the Fari Improvement Loans Act.

The government’s liability under its guarantee of loans under the National
Housing Act, 1954 was $4,136 million at December 31, 1962 compared with
$3,651 million at December 31, 1961.
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TABLE 68

SumMaRY or INDIRECT DEBT 0B CONTINGENT LIABILITIES A8 AT MARCH 31, 1963

1

Amount of Amount
_ guarantee outstanding
authorized March 31, 1963
$ $
Railway securities guaranteed as’to principal and interest—
1. Canadian National 53% due December 15, 1964................ 199,576,000 198, 576,000
2, Canadian National 3%, due January 3, 1966.............. . 35,000,000 35,000,000
3. Canadian National 239 due January 2, 1967............. 50,000,000 50,000,000
4. Canadian National 43% due April 1, 1967............... 75,000,000 72,300,000
5. Canadian National 5% due May 15, 1968................ 60,000, 000 55,800,000
6. Canadian National 219, due September 15, 1969 70,000,000 70,000,000
7. Canadian National 2%, due January 16, 1971...... 40,000,000 40, 000 000
\ 8. Canadian National 539, due December 15, 1971 424,000 ,000
9. Canadian National 339, due February 1, 19 .................. 200,000,000 200 000 000
10. Canadian National 219, due June 15, 1975 U.S. $6,000, 000 ..... 6,486,480 6,486,480
11. Canadian National 59, due May 15, 1977............ovvnvennn.. 90,000,000 84,600,000
12. Canadian National 4%, due February 1, 1981 300,000,000 300,000, 000
13. Canadian National 53%, due January 1, 1985............... .. 100, 000,000 99, 500,000
14. Canadian National 5%, due October 1, 1987........c0vvevennn.. 175,000, 000 168,875, 000
1,401, 486,480 1,381,361,480
Other outstanding guarantees and contingent liabilities—
15. Deposits maintained by the chartered banks in the Bank of, ’
2271 s 1 N Unstated 741,869,671
16. Loans made by lenders under Part IV of the National Housing
Act, 1954, for home extensions and improvements.......... 25,000,000 [0 12,976,000
17. Insured loans made by approved lenders under the National
Housing Act, 1954, .. .. oottt eieaiiianeiraaranenn 6,000,000,000 [ 4,123,000,000
18. Insurance guarantees and long-term financing contracted or
approved under section 21 and 21A of the Export -Credits
Insurance Ach........oouliive ittt et e e 700,000,000 333,645,786
19. Loans made by chartered banks under the Farm Improvement -
B Y T N P Indeterminate {0 47,966,702
20. Loans made by chartered banks under the Veterans' Business .
and Professional Loans Aet....cooovvverernineniienninnen.. Indeterminate | 71,952
21. Loans made by chartered banks and credit unions under the
Fisheries Improvement Loans Act...........covveinene.n. Indeterminate [ 154,275
22. Loans made by chartered banks under the Prairie Grain Pro-
ducers’ Interim Financing Act, 1956....................... Indeterminate 14,214
23. Loans made by chartered banks under the Prairie Grain Loans
7 T P Indeterminate 1,773
24. Loans made by chartered banks under the Small Businesses
L0ans ACt. .\t i 30,000,000 | 5,564,559
25. Loans made by chartered banks to the Canadian Wheat Board 180, 000, 000 80,331,172
26. L.oans made by chartered banks to the Canadian Wheat Board
pursuant to the Prairie Grain Provizional Payments Act... Unstated 3,396
27. Loans made by chartered banks under the Prairie Grain Ad-
vance Payments Act.........ooiiiiiiiiiii i iiiaiiiiiann, Unstated 7,245,127
5,352,844, 627
28. Loans maintained by approved lending institutions under Na-
tional Housing Acts priorto 1954 Act..........ccooounnnn... Unstated Indeterminate
29. Guarantees to owners of returns from moderate rental housing ,
Projects ). . ittt iiiinaeiiiieiaraslieaiea s Unstated Indeterminate

) As at December 31, 1962.
) Ag reported (in accordance with Sec. 45, National Housing Regulatxons) by approved lenders at
December 31, 1962
® Funds totallmg $3,872,193 are held by Central Mortgage and Housing Corporation for the purpose of
settling claims. In 1962 rental guarantee contracts totalled $15,006,000.
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS
(in millions of dollars) '

1962-63
—_— 1958-59 1959-60 1960-61 1961-62 (prelimi-
nary)
$ $ $ $ $
Tax REVENUES
Income tax—
Personal®. .. .............co0enen 1,353.5 1,566.6 1,711.2 1,792.7 1,745.0
Corporation®....................... 1,020.6 1,142.9 1,276.6 1,202.0 1,183.0
On dividends, interest, ete., gomg
abroad...........oviiiiiiiiininn 61.2 73.4 88.2 112.3 129.0
. 2,485.8 2,782.9 3,076.0 $,107.0 8,067.0
Excise taxes— .
SalestaxtD @ . ... .. ... 694.5 732.7 720.6 759.7 806.0
Other excise taxes— :
Automobiles...................... 59.3 64.3 59.6 25.3 (3)
Cigarettes, tobacco and cigars. . .. 148.0 185.5 193.7 207.6 216.6
Electric power export............. 1.2 1.3 1.6 1.0 0.5
Jewellery, watches. ornaments, etc. 5.6 5.6 5.9 - 5.6 6.1
Matches and lighters.............. 0.9 0.8 0.8 1.1 1.1
Television sets, radios, tubes and i
phonographs................u... 17.8 17.8 15.9 18.4 20.2
Toilet preparations. 6.8 7.7 8.4 9.4 10.2
Wines.........o.ovnvenn 3.1 3.0 3.2 3.3 3.7
Sundry commodxtles 1.2 1.2 1.1 1.1 1.5
Interest and penaltles . 0.5 0.6 0.8 0.7 0.5
Lesgvefunds...................... —-2.6 —0.4 | -0.3 —11.0 —-0.4
241.8 287.4 290.7 262.5 260.0
Customs import duties................ 486.5 525.7 498.7 534.5 645.0
Excise duties— -
Spmts .............................. 96.5 102.4 108.5 114.1 122.0
T G N 83.1 90.7 01.0 92.7 98.6
ngatettes, tobacco and cigars....... ‘141.2 146.2 149.6 160.5 165.7
Licences.......cveveniveiarnnnns .. 0] @ ] @ ®
Lessrefunds. ..................o..e . —4.1 —4.1 —4.2 —~4.5 —4.3
816.7 886.2 844.9 362.8 882.0
Estate tax® ... ... ............. ... 72.6 88.4 84.9 - 84.6 87.0
Miscellaneous tax revenues............ ® ® (8 0.1 0.1
Total tax revenues.............. 4,247.4 4,752.3 5,015.8 5,111.2 5,237.1
NoN-Tax REVENUES
Return on investments................ 221.2 239.7 283.8 307.5 311.0
Post office—net postal revenue. ....... 157.5 167.6 173.6 183.7 193.0
Other. .. ..covviiiiininiinnraannaanes 128.6 130.2 144.5 127.2 135.0
Total non-tax revenues.......... 507.3 537.5 " 601.9 618.4 639.0
Total revenues.................. 4,754.7 1  5,280.8 5,617.7 5,729.6 5,876.1
(W Ezxcluding tax credited to the old age security fund—
’ 1962-63
1958-59 1959-60 1960-61 1961-62  (prelimi-
. L nary)
Personal income tax..........oovveininiineiennn 146.4 185.6  229.4  259.0 273.6
Corporation income tax... .... 85.3 91.3 103.5 100.1 115.3
Salestax................. 173.6  270.0  270.2  284.9 302.2

®Net after deduction of refunds and drawbacks as well as transfers to the old age security fund.

(M Less than $50,000.
@Includes duties levied under the Dominion Succession Duty Act.
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES
FOR THE LAST FIVE FISCAL YEARS -

(in millions of dollars)

1962-63
_— . 1958-59 1959-60 1960-61 1961-62 (prelimi-
nary)
, $ $ $ $ $
Aqmcuvmnm—
Administration and general............ 3.6 3.6 4.4 4.8 4.8
Agricultural commodities stabilization .
account—net operating loss.......... 15.0 57.7 53.4 22.0 72.0
Agricultural products board account—
net operating loss.................... 4.9 0.6
Aassistance re storage costs of grain., 38.4 42.3 48.2 48.8 35.3
Board of Grain Commissioners. . 6.1 6.1 6.3 6.5 6.2
Prairie farm emergency fund—deficit. . 17.0 12.5 9.2 47.7 7.8
Production and marketing branch.. 23.2 25.4 29.3 33.9 32.5
Contributions to Alberta, Saskatch-
ewan ‘and  Manitoba—unhar- )
vested CTOPS. . ....ovviieiiininnn, 4.7 1.4 ‘
‘Payments to western grain producers. 41.3 40.5 40.1 0.1
Freight assistance on western feed
BIAIMS. i i 20.0 23.8 19.2 17.5 14.4
Premium on hog and lamb carcasses 6.9 8.2 6.6 7.6 5.9
Rehabilitation and reclamation proj-| . :
[ T 13.5 17.6 20.2 26.1 28.4
Research branch...................... 23.6 25.6 26.2 26.8 26.7
208.6 227.6 264.9 286.7 234.2
ATOMICENBRGY......covvvvennncnanennen 26.1 30.1 38.9 34.7 63.2
Avuprror GENERAL'S OFFICE............. 0.8 0.9 0.9 ¥ B - 1.2
BoARD oF BROADCAST GOVERNORS........ 0.1 0.2 0.3 . 0.3 - 0.4
CANADIAN BRoOADCASTING CORPORATION—
Grants toward the anticipated operat-
ing deficit and capital expenditures
of the radio broadcasting and tele-
vision services...............ieun 50.3 61.9 64.9 76.5 79.0
International service.................. 1.9 2.0 1.9 1.7 1.8
Payment from the consolidated rev-
enue fund of amounts equal to taxes
collected under the Excise Tax Act
in respect of radio and television sets
and equipment.................. ..., ) 9.8 -
! 62.0 68.9 68.8 78.9 : 80.8
Orrice oF THE CHIEF ELECTORAL OFFICER. . 3.2 0.3 0.6 0.4 11.8
CITIZENSHIP AND IMMIGRATION—
Administration and general............ 2.1 2.1 2.4 ‘2.8 2.8
Immigration branch.................. 14.4 11.7 12.3 12.0 12.5
Indian affairs branch.................. 36.4 41.1 46.4 50.4 50.9
' ' 68.9 54.9 61.1 65.0 66.2
CirviL SERVICE COMMISSION. ..:..vuvun... 3.5 3.7 4.2 4.7 4.8
DrereENcE PRODUCTION— - :
Administration and general............ 12.1 15.0 18.8 22.0 27.6
Production capacity and capital assist-
ance to defence industry............. 1.8 2.6 1.8 1.9 1.9
' 18.9 17.8 £0. 4 © 83.9 89.6
EXTERNAL A¥FAIRE— :
Administration and general............ 80.7 36.5 35.6 28.9 23.2
External aid............ N 35.5 50.6 55.8 53.9 46.3
Representation abroad .. 9.6 10.1 11.8 12.8 15.1
. : 76.8 27.2 108.0 96.6 84.6
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES
FOR THE LAST FIVE FISCAL YEARS—Continued

(in millions of dollars)

. . ) : 1962-63
. : 1958-59 1959-60 1960-61 1961-62 (prelimi-
' nary)
$ $ $ $ $
FINANCE— Sl . .

Administration and general ............ 10.2 10.8 | ° 19.9 19.5 21.6

Oﬂice of the Comptroller of the Treas- :

L1 0 17.9 18.2 19.8 21.3 22.7 .

Grants to municipalities in lieu of taxes ' :

on federal property.................. 21.9 22.5 24.5 24.7 29.0

Grants to universities................. 25.5 26.1 19.0 19.4 26.3

Government’s contribution with re-| '

- spect to the public service super- :

' -annuation account.................. 37.7 40.0 41.4 46.9 51.1

Payments to provinces—

Statutory subsidies................. 20.6 20.8 20.7 23.5 . 23.5
Tax-sharing arrangements, 1956 act.. 423.1 485.4 504.9 503.3 23.8
Fiscal arrangements, 1961 act........ . . 218.2
Transfer of certain public utility tax
receiptS. ..ottt 8.7 4.8 4.2 6.4 10.0

Transitional grant to Newfoundland. 1.0 0.7 0.3
Additional grants to Newfoundland. 13.6 7.3 7.7 8.0

- Premium, discount and exchange...... 0.2 9.8

Public debt charges—

Interest on public debt.............. 606.6 735.6 756.7 802.9 882.0
Cost of issuing new loans and annual :
- amortization of bond discounts and
commissions. ...........iiiian.., 40.8 47.3 40.2 35.3 34.4
Servxcmg of public debt............. : 0.6 0.5 0.7 0.8 1.6
1,228.2 1,420.2 1,460.0 1,612.0 1,864.0
FISHERIES. ..oovveii et 17.5 19.9 '19.2 23.1 23.2
FORESTRY ....cocvvunnnn. e 9.8 9.9 10.1 14.7- 16.3
GOVERNOR GENERAL AND LIEGTENANT-

GOVERNORS .......................... , 0.4 0.4 0.4 0.5 0.5
INBURANCE....' ........... e 1.2 1.2 1.3 1.4 1.4
Jusrice—

Administration and general . .......... 7.6 8.1 8.6 9.5° ©10.0

Office of the Commissioner of Peni- :

tentiaries.... ..............c. ..l 3 16.7 | - 19.7 19.1 23.11}° 24.0
24}.8 27.8 2.7 82.6 84.0
LaBoUurR—
Administration and general........... 6.5 12.9 15.8 31.6 35.7
Government annuities—amount re-
‘quired to maintain reserve.......... 0.2 0.2

Techmcal and vocational training as- -

» sistance payments to provinees...... ' 7.7 8.2 8.5 35.7 207.0

-Unemployment Insurance Commis- i :

sion— . .
Administration and general...... .’ 35.3 35.9 42.1 46.0 48.1
Government’s contribution.......... 37.1 45.7 55.1 55.6 57.4
R 86.8 102.9 121.8 168.9 8/8.2
LEGISLATION—

" House of Commons.......:.......oh.. ) 5.6 5.6 6.3 6.2 6.2
- Library of Parliament....... e 0.3 0.3 0.3 0.3 0.3
Senate......oiiiii e 1.7 1.8 1.9 1.9 1.8
. : 7.6 7.7 8.5 8.4 8.8

MxNEs AND TECHNICAL SURVEYS— '

- Administration and general o - 22.7 23.7 27.7 35.3 35.5

Dominion-Coal Board......... R 1.3 | - 17.6 19.3 19.9 20.5

Emergency gold mining assistance. .... 9.8 13.1 12.1 12.4 15.2

-43.8 64.4 59.1 67.6 71.2
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES
. FOR THE LAST FIVE FISCAL YEARS—Continued

(in millions of dollars)

: o 1962-63 .
T — 1958-59 1959-60 1960-61 1961-62 (prelimi-
R nary)
$ $ ] $ $
NaTIONAL DEFENCE— )
Defence forces, army, naval and air
SEIVICES. . v viie vt eniine i 1,222.7 1,397.1 1,406.0 1,502.8 1,430.8
Defence research and development. ... 74.4 39.2 41.9 40.4 41.7
Government’s contributions with re-|
spect to Canadian forces superannua-
tlonaceount. ....................... 49.5 51.8 40.5 56.0 58.1

Mutual aid to NATO countries........ 70.7 18.4 14.6 11.1 25.0

Pensions—payments under Defence:

Services Pension Act................ 6.0 6.3 6.7 7.3 7.6

Other...........cooiiiiiiiiiiinan, 2.4 3.8 7.8 8.5 9.7

1,426.7 1,516.6 1,517.6 L,626.1 1,5672.9
Nationas Fiimt Boarp: ... ... s B 4.3 4.6 4.9 5.1 5.6
NATIONAL GALLERY OF CANADA......... 0.6 0.7 0.9 1.0 1.0
NarttonaL HeavrH AND WELFARE— ’

Administration and general........... 4.6 4.5 5.1 5.6 6.2

National health branch—

. General health grants and hospital s

construction grants................ 45.9 46.0 48.0 49.0 51.0
Government’s contributions under :

the Hospital Insurance and Diag- :

nostic Services Act............... 54.7 150.6 189.4 283.9 336.8
Indian and northern health services. 22.1 21.5 23.0 24.0 24.7
Other..............oooviiii. 9.1 9.1 9.4 10.1 10.7

Welfare branch— : )

Family allowances.................. 474.8 491.2 506.2 520.8 531.6
Fitness and amateur sport payments : . 0.2 1.0
Old age assistance, blind persons and .
disabled persons allowances. ...... 49.7 50.6 51.3 51.4 62.8
Old age security fund—deficit....... 184.0
Unemployment assistance........... 23.9 40.2 51.5 92.0 96.0
Other........ocoooviiiii ... 3.1 3.0 3.3 3.3 2.4
. 871.9 816.7 887.2 1,040.8 1,123.2
Narronar Researce Counci, including ) :

the Medical Research Council......... 25.4 , 38L& 3%.4 38.8 41.3
NATIONAL REVENUE. ......ovuivennn... 65.8 68.7 73.3 75.3 78.6
NoRTHERN AFrrFATRS AND NaATIONAL RE-

BOURCES. .. tttviietent i oneeaneannns 58.0 74.3 74.3 82.3 90.3
PosT OFFICE. .. ..ot 157.8 165.8 178.4 185.0 189.3
Privy Councrt, including Prime Min-| '

ister’s Office...................oott. 1.1 1.4 1.9 4.5 5.0
PuBLIC ARCHIVES AND NATIONAL L;BRARY 0.7 0.7 0.8 1.0 1.0
PuBLic PRINTING AND STATIONERY...... 3.5 3.5 | 3.5 4.0 4.0
Puric Worgs— -

Administration and general........... 170.1 158.5 145.9 138.5 125.3

National Capital Commission......... 4.9 6.2 6.3 8.7 13.8

Trans-Canada highway contributions. . 51.1 53.2 © 48,7 41.6 35.9

: . 226.1 217.9 200.9 188.8 176.0

Royar CaNapiaNn MounTtep PoLicE..... 51.7 52.4 56.0 60.5 65.5

SECRETARY OF STATE........covvvvvvnnns " 4.4 4.7 4.9 5.0 4.8
TRADE AND COMMERCE—

Administration and general........... 19.9 17.7 21.4 39.0 26.5

National Energy Board............... 0.2 0.4 0.5 0.5

19.9 17.9 21.8 89.5 27.0
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES
FOR THE LAST FIVE FISCAL YEARS—Concluded

(in millions of dollars)

1962-63
—_— ) 1958-59 1959-60 1960-61 1961-62 (prelimi-
nary)
$ $ $ $ $
TRANSPORT—
Administration and general 4.0 4.6 5.0 8.4 10.7
Airservices............ooiiinnn 115.4 124.1 133.9 150.0 136.3
Canadian Maritime Commission. . 5.9 6.7 6.9 10.2 31.0
Marine services..........c.ooceiiiinnnn 61.5 59.1 49.1 48.6 55.0
Non-active assets— :
National Harbours Board........... 4.3 2.0 0.6 4.9 5.2
Railway and steamship services....... 1.8 3.7 . 6.2 5.9 15.8
Deficits— )
Canadian National Railways...... 51.6 43.6 67.5 67.3 48.9
Canadian National (West Indies)
Steamships Ltd................. 1.2
North Sydney—Port aux Basques
ferry and terminals............. 5.8 5.8 5.4 7.3 8.2
Prince Edward Island car ferry .
and terminals................... 2.0 2.6 2.6 3.0 3.3
Yarmouth—Bar Harbour ferry -
BeIVICE. .. vvevver it 0.2 0.2 0.1. 0.1 0.2
Freight Rates Reduction Act......... 7.8 20.4 19.0 36.7
“Interim payments related to the rec-
ommendations of the Royal Com-
mission on Railway Problems....... 50.0 50.0
Maintenance of trackage. ............. 7.0 7.0 7.0 7.0 7.0
Maritime Freight Rates Act.......... . 13.1 14.3 14.1 12.2 12.9
Contribution to the railway grade
crossingfund..........oooiiiiiiin., 15.0 15.0 15.0 10.0 5.7
Trans-Canada Air Lines—deficit. .. ... 2.6 6.5 3.5
£88.8 296.6 336.4 410.4 480.4
VETERANS AFFAIRS—
Administration and general........... 6.3 6.4 6.7 6.8 6.8
Hospital accommodation, additions,
alterations and improvements....... 3.3 4.5 6.1 4.9 2.2
Pensions. ... .vv it 150.7 149.7 150.7 177.9 175.9
Provision for reserve for conditional
benefits.........cooviiiiiiiiiin., 4.4 3.8 3.4 3.3 3.2
Soldier settlement and veterans land
71 7 5.4 5.2 5.2 4.6 4.6
Treatment and welfare services....... 56.1 52.6 52.6 52.0 53.9
Veterans allowances, treatment allow-| :
ances and other benefits. . .......... 60.4 63.2 64.7 81.7 88.7
War service gratuities and re-estab- .
lishment credits..................... 2.2 2.9 2.9 2.0 1.1
288.8 288.8 292.8 333.2 836.4
TorAL EXPENDITURES........... 5,364.0 5,702.9 5,958.1 6,520.6 6,585.1
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ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST FIVE
FISCAL YEARS

(in millions of dollars)

1962-63
—_ 1958-59 1959-60 1960-61 1961-62 (prelimi-
’ . nary)
$ $ $ $ $
Loans to, and investment in, Crown cor-

porations—

Atomic Energy of Canada Limited.. 2.7 0.6 1.5 4.9 -12.5
Canadian Broadcasting Corporatlon —27.0 3.0

Canadian Commercial Corporation.... 2.0 1.0 3.0 —-0.5
Canadian National Railways.......... 199.5 —261.4 —116.5 72.3 274.7
Canadian National (West Indies)

Steamships Limited................ -0.3 -0.2 -1.0 —0.7 —0.6
Canadian Overseas Telecommunica-

tion Corporation.................... 0.3 9.6 © 8.1 6.2 12.3
Central Mortgage and Housing Corpo- .

TAtION. .o e © 335.6 315.1 192.0 190.3 96.5
Export Credits Insurance Corporation. 5.2 20.0
Farm Credit Corporation............. 22.0 28.5 40.1 54.2 59.0
National Capital Commission.. .. 5.0 10.7 7.4 6.2 9.4
National Harbours Board............. 20.2 15.8 11.4 6.0 13.9
Northern Canada Power Commission. 6.2 5.0 0.9 ~0.3 —-7.2
Northern Ontario Pipe Line Crown

Corporation.......coovee e inninn 42.8 8.0 2.2 —4.7 -7.5
The St. Lawrence Seaway Authority.. 0106.1 33,1 24.0 (028.3 022.7
Trans-Canada Air Lines............... 2.5 1.0 1.3 0.2 -0.4

ther. ...t -0.1 0.1

716.6 1 167.7 176.6 871.1 479.8
Loans to national governments—
United Kingdom—
The War Appropriation (U.K. Fi- R
nancing) Act, 1042, ............... —22.5
The United Kingdom Financial
Apgreement Act, 1946.............. —16.1 —16.4 —18.7 -17.1 —17.4
Export Credits Insurance Act......... -17.9 —-17.9 -15.2 —-15.3 —105.9
Special loans to Colombo plan countries| :

to finance the purchase of wheat and .

flour from Canada.................. 18.3 0.5 -3.5 -5.0 -5.1
Other.........oiiiiiiiiii e ~0.8 —0.6 -0.9 © —-1.0 -0.7

—89.0 —84.4 - —86.8 © —88.4 —~129.1
Other loans and investments—
Subscriptions to capital of, working
capital advances and loans to,
international organizations— *
Canada’s subscription to capital of— R
International monetary fund. ..... —-2.6 235.4 15.0 21.0 12.6
International bank for reconstruc- :
tion and development........... 2.8 6.8
International development asso-
clation.......ooiviiiiiiiin, 8.5 ' 7.91. 8.5
Working capital advances and loans,
to international organizations...... -0.1 -0.3 —0.1 8.2
Loans to provincial governments(® . . 26.6 1.9 -1.1 -0.5 2.1
Provincial tax collection a.greements—- .

Advances. ......oceiriiiiniiian ) . . ) 10.3
Balances receivable under agreements

of sale of Crown assets.............. —-2.9 -3.1 -~3.9 -1.5 -2.3
Old age security fund................. 28.0 —-10.7 -17.3 41.0
Unemployment Insurance Commission 67.0 —67.0
Veterans land act advances........... -3.0 0.6 4.5 11.3 18.2.

T3 A 3.4 —-3.4 0.4 4.4 8.1
21.6 259.8 98.2 —41.8 111.5

Net total of changes in loans and in- : :
vestments..........co.oiviiniinennn. 698.1 392.6 232.4 290.9 462.2

) Includes deferred interest.

® Includes advances to Nova Scotia and New Brunswick pursuant to the Atlantic Provinces Power
Development Act.

@ Loan of $29.5 million to New Brunswick in respect of the Beechwood Power Project offset in part
by repayments of 34 million on other loans,
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UNMATURED DEBT INCLUDING TREASURY BILLS AS AT MARCH 31, 1963 ’
AND THE ANNUAL INTEREST THEREON

_— Date of Rate Amount Annual
maturity per cent of loan interest
$ $
Payable in Canada— _
Loanof 1960............... s T. 37| 1963 Apr. 1 5% 12,802,000 704,110
Loan of 1961 and 1962................... . Apr. 1 23 300,000,000 8,250,000
Loanof 1961......... ...t June 1 23 275,000,000 7,562,500
Canada savings bonds 1952 Aug. 1 33 19,203,050 | . 720,114
Eighth victoryloan..................... Oct. 1 3 223,020,200 6,690,606
Loanof 1960................. Dec. 15 4 300,000,000 12,000,000
Loanof 1963................. 1964 Feb. 1 33 125,000,000 4,062,500
Loanof1961................. May 1 4, 360,000,000 | 14,400,000
Loanof1961................. Oct. 1 33 250,000, 000 8,125,000
Loan of 1961... Dec. 1 4 240,000,000 9,600,000
Loan of 1962... 1965 Feb. 1 3 350,000,000 12,250,000
Loanof1962............. .. Apr. 1 4 50,000,000 2,125,000
Conversionloan 1958................... Sept. 1 3 1,265,890,600 | 47,470,898
Canada savings bonds 1953 Nov. 1 3 (064,399,400 2,414,978
Loanof 1963............c00ccviiiiinnn.. 1966 Feb. 1 3 225,000,000 7,875,000
Ninth vietoryloan..................... P Sept. 1 3 245,202,200 7,356,066
Canada savings bonds 1954............. Nov. 1 3 139,400,150 1,280,505
Loanof1961..............coovvnvien..n Dec. 15 4 175,000,000 7,875,000
Loanof 1961..............ciieviiinnnen 1967 June 1 4 100,000,000 4,250,000
Loan of 1962, ... ..0vvuenenenennnnnannns QOct. 1 33 100,000, 000 3,750,000
Canada savings bonds 1955............. Nov. 1 3 137,963,800 1,233,824
Loanof 1961..............covvvvininea 1968 Jan. 15 4 250,000,000 | 10,625,000
Refunding loan 1950. .. ................. June 15 2 308, 581,000 8,485,978
Canada savings bonds 1959........... .. Nov. 1 5 01,028,554,750 | 51,427,738
Loanof 1962................covial il 1969 Apr. 1 53 100, 000,000 5,500,000
Loanof 1960............c.ccvivivnenann.. . Apr. 1 5% 80,000, 000 4,400,000
Canada savings bonds 1956............. S. 11 May 1 4 66,215,950 2,648,638
Loanof 1962...........covviiinnennn.n, AT.13 Oct. 1 5 80,000,000 4,400,000
Loanof 1958........0cviivinerinnnnnnnn, T. 24 | 1970 May 1 3 200,000,000 7,000,000
Canada savings bonds 1957............. S. 12 Nov. 1 4 503,900,350 | 23,935,267
Canada savings bonds 1960............. 8. 15 Nov. 1 4 (513,630,100 | 23,113,355
Canada savings bonds 1961. . . 8. 16| 1971 Nov. 1 4 514,276,500 23, 142,443
Conversion loan of 1958.. .. . T. 28| 1972 Sept. 1 4 1,267,203,100 | 53,856,132
Canada savings bonds 1958............. 8. 13| 1973 Nov. 1 4 (1160,807,200 6,834,306
Loan of 1959 T. 36| 1975 Oct. 1 5 310,361,000 17,069,855
Loan of 1960 “T. 3811976 Apr. 1 5 436,198,000 | 23,990,890
Loan of 1954 T. 11 June 1 3 247,046,500 8,029,011
Canada savings bonds 1962............. S. 17 Nov. 1 4 n1,633,808,950 { 73,521,403
Loan of 1953 and 1958................... T. 51978 Jan. 15 3 207,911,500 7,796,681
Loanof1954..............civiiinnn.a, T. 1979 Oct. 1 3 343,246,500 11,155,511
Loan of 1962.......... e ; 1980 Aug. 1 5 120,000,000 6,600,000
Conversion loan 1958.. 1983 Sept. 1 4 1,992,679,450 | 89,670,575
Conversion ]oan 1956.. 1998 Mar. 15 3 197,045,000 7,389,188
Loanof 1936..............coeveviuene.n. Perpetual 3 55,000,000 1,650,000
Three—month treasury bills..........~.. 23,62 1,310,000,000 | 48,710,000
Various (123 to 158 days) treasury bxlls.. 3.7 ,000 1,113,000
Six-month treasury bills................ 3,74 740 000 000 | 29,790,500
366-day treasury bills................... 5.69 85,000,000 4,836,500
Special non-marketable bonds (U.I.C.). 5% 11,500,000 589,375
17,550,847,250 | 727,277,447
Payable in London— :
Loan of 1933 and 1934 1963 July 1 3 (932,445,301 973,359
Loan of 1938 July 1 3% 92,138,751 69,509
34,584,052 1,042,868
Payable in New York— 4
Loan of 1949 1974 Sept. 1 2% 965,087,502 1,789,906
Loan of 1950 1975 Sept. 15 23 941,047,527 1,128,807
Loan of 1962 1987 Oct. 15 5 4)270,270,000 | 13,513,500
376,405,029 | 16,432,213
17,961,836,331 | 744,752,528

at March 31, 1963 has been used.
() Preliminary.
() Rate of discount at tender on March 28, 1963.
® Conversion rate $3.027=£1.
0 Conversion rate $1.08108 Can=81 U.8.

Note: Where various rates of interest are applicable during the term of a loan the interest rate in eﬁect



APPENDIX “A”

STATEMENT
made by
THE HONOURABLE WALTER L. GORDON,
Minister of Finance, in the House of Commons,
‘ June 19, 1963

Certain administrative difficulties have arisen respecting the immediate
application of the proposed 309% tax on takeovers, announced in the budget
speech on June 13.

One of the difficulties is in connection with new financing for the expansion
of existing businesses. This cannot be allowed to lapse or be deferred until
detailed regulations have been formulated. '

It may take .a little time to work out satisfactorily the difficulties referred
to. Pending a solution, the Government proposes to withdraw paragraph 11
of the Budget Resolution respecting _the Excise Tax Act.

Since the budget was delivered, I have had a number of conversations
about this matter with people familiar with the administrative side of the
securities business including the Presidents of the Toronto and Montreal Stock
Exchanges, and a senior officer of The Investment Dealers’ Association of
Canada. I have also heard by telegram from the President of the Vancouver
Stock Exchange. Most of the people I have talked with have pointed out the
administrative difficulties I have referred to, but are anxious to find a solution
that will be consistent with the government’s statement of disapproval of
takeovers of Canadian concerns by non-residents.

This attitude is not shared by the President of the Montreal Stock
Exchange. In a letter to me dated June 18, he states that “a non-resident
takeover confers great benefits on the Canadian economy”. Either before or
just after an interview with me yesterday, and without informing me of his
intention to take such action, the President of the Montreal Stock Exchange
handed copies of his letter to members of the press.

The letter is both intemperate and irresponsible in tone and content.
It is a strange communication coming as it does from a man who holds the
position of President of an important Canadian stock exchange.

I want to make it clear that this government disagrees completely with
the interpretation of the national interest expressed by the President of the
Montreal Stock Exchange. Our attitude to the desirability of maintaining
and increasing Canadian ownership of Canadian assets was clearly set out
in the budget speech. It remains unchanged.

169
68993-5—12



APPENDIX “B”

STATEMENT
made by S ‘ \
- THE HONOURABLE WALTER L. GORDON L
Mxmster of Finance, in the House of Commons.'

BV S Iuly 8, 1963

“Since the Budget was brought down on June 13, the Government has
received representations and suggestions for changes from members of all
parties in this House and from many people outside. The old saying that only
he who wears the shoe knows where it pinches has always been as true of
taxes as of most things. The complexity of modern. business and, therefore,
the complexity of modern taxation, has made it increasingly difficult for governé
ments to foresee all the administrative problems and all the consequences of
tax changes. Detailed information, from those affected, can be secured only
after the proposals have been made public. No Government—no Minister of
Finance—should be reluctant to reconsider and revise proposals if publlc
discussion shows it to be desirable. :

On this occasion I acknowledge with gratitude the representations “and
suggestions. that have been made. All have been carefully considered. Some are
good ideas which I am glad to act on. Therefore, on behalf of the Government
I am proposing to table tonight revised resolutions on the Income Tax Act and
the Exmse ‘Tax Act to supersede those. tabled on the nlght of the Budget. .

In part what the revisions do is to clarlfy the Budget proposals, and
dmprove them in detail. . : . o

.For example, we had recommended that sales taxes would not have to be
pald by the purchaser under a fixed-price contract; it should have been made
clear that a binding tender, submitted before the Budget would also. be
regarded, if accepted, as equivalent to a contract.

There is another administrative change of a similar kind. We had proposed
to set a time limit of twelve months—i.e., until June 14, 1964 before which
deliveries of building materials, machinery, ete., under existing fixed-price
contracts must be made in order to qualify for refund of sales tax. Although
that time limit is adequate in the majority of cases it is not unreasonable; I
think, that it be extended to 31st December 1964.

Information received from various industries since the Budget makes. it
clear that the exemption from sales tax on materials consumed or expended in
a manufacturing process should be continued. The tax would bear inequitably
on many manufacturing enterprises and on the prmtlng and graphic arts
industries. The resolution has been modified accordingly.

It has also been revised to operate more fairly as between ‘those who -
construct buildings on the site and those who manufacture pre-fabricated
buildings or certain pre-fabricated components of buildings.

A different type of clarification in the Income Tax resolution concerns the
question of appeal, which was raised early in discussion in this House. It is the
Government’s intention that the powers sought in order to prevent “dividend
stripping” and the use of associated companies to reduce tax should be made
subject, in the bill, to appeal to the Exchequer Court. This has been incorporated
in the resolution. .
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I should also refer at this point to the provision for pipeline companies to
deduct exploration expenses. The date set was chosen to keep the law as
simple as possible, not to provide. retroactive benefits. But since this has been
questioned, and to make certain there will be no retroactive benefits, the provi-
sion will apply only from the the date of the Budget.

There is one other ‘substantial clarification proposed. This concerns the
definition of the degree of Canadian ownership which will entitle companies to
deduct a lower rate of non-resident withholding tax and to take 50 per cent
depreciation for certain new assets. The proposed definition has been changed
in a number of ways. The requirement that 25 per cent of the company’s
directors shall be Canadians will not come into effect until 1965 and will be
broadened to include resident officers of the corporation. Moreover, to give
greater stability the status of the corporation will be determined by the owner-
ship of its shares in the 60 days immediately preceding its taxation year. And,
to meet the cases of corporations with widely-spread ownership who would
have great difficulty in determining the beneficial ownership of shareholdings,
they will be able to qualify if their shares are listed on a Canadian Stock
Exchange and not more than 75 per cent of the voting stock is owned by a non-
resident shareholder and others associated with him.

This requirement provides for a substantial minority interest, available to
Canadian investors, as a counterweight to a controlling group with interests
outside Canada.

In addition to these clarifications, the Government proposes that two
changes of substance will be made in the Excise Tax resolution.

The first of these concerns schools and universities and similar educational
institutions. It is proposed that materials used in their construction will con-
tinue to be exempt from sales tax, in effect, by the refunding of the tax on a
basis similar to that followed in the case of hospitals.

The issues involved in a decision such as this are extremely difficult ones
for-a Minister of Finance. 'Any tax produces hard cases. It is often tempting
to think that we should deal with them by allowmg an: exceptlon But if we
should follow that impulse we would in no time end up with a tax system
which is too complicated to be administered well, and wh1ch does not produce
»the revenue needed. T -

. For this reason, 1f exceptlons and exempt1ons are allowed to go far, they
do more harm than good .

Nevertheless, after careful recon51deratlon I thlnk it rlght to make such
‘an:exception in the case of schools and universities. Théir nieed for new buildings
is so great they are of suich importance to the future of Canadians, and the
Ssources of'finance available for their construction are already so strained, that
‘they are a very special case 1ndeed one that on reﬁectlon I beheve should be
recognued ’

; The second change that the Government proposes is one that has, in .the
short run, a considerable effect. on the revenue that will be raised. I .should
therefore remind the House of the objectives of the Budget which was presented
on June 13th : .

It 1s ﬁrst of all a Budget de51gned to encourage productlon ‘and employ-
ment To ach1eve those purposes we must. accept a deficit while our economy
expands But if we are to have full employment and economic. growth, not
only in the short run but on a sustained basis, we must reduce the excess of
our current payments to other countries over receipts from those countries.
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Such excess expenditure abroad does not produce any employment in' Canada.
That is one reason why we must export more and compete more effectively
against imports. - - .

Moreover—and this is the second main objective—we must take positive
action to safeguard the Canadian economy against an ever-increasing and exces-
sive degree of ownership and control outside this country. This must be done
while we continue to treat fairly the foreign investors who are making—and,
I hope and believe, will continue to make—an essential contribution to the
development of our country. ‘

These objectives cannot be gained without maintaining confidence in our
economy and our finances. For that reason, we cannot contemplate an indefinite
series of budget deficits. It must be clearly established that our fiscal policy and
measures are so designed that, when other forces are strong enough-to cause
the economy to operate close to its full capacity, our Budget will be balanced.

These are the inter-related objectives of the Budget. They are not simple
or easy. But I think they are objectives to which most responsible people will.
subscribe.

They mean that, in present conditions of production and employment, it
is reasonable to budget for a substantial deficit. But they also mean that the
Government must take definite action to reduce the deficit as production and
employment increase. That reduction will not come about quickly enough
solely through the natural expansion of government revenues. The growth of
Canada implies growth in our expenditures also. Many of the new programmes
which Canadians clearly want for their well-being, and which are needed for
economic expansion and the creation of more jobs, will require increased
expenditures next year. We must be in a position to meet those needs. We must
therefore provide for new sources of revenue, especially for revenue that will
come to us next year. '

I have explained to the House why removal of the exemption from sales
tax on building materials and machinery is, in my opinion, the least objec-
tionable source of additional revenue.

At the same time, the evidence that has been presented makes it clear
that the sudden imposition of the tax at the rate of 11 per cent would have a
very sharp immediate impact on some industries. Of course, there are always
objections to raising any tax, even from many of those who feel ‘most strongly
that the Budget should be balanced. The Government cannot accept such pleas
to eliminate the tax. But full consideration of the arguments suggests that the
timing of the extra taxation can be adjusted in a way that will synchronize with
the needs of the economy over a longer period.

It is proposed, therefore, that the tax will come into effect in stages. The
rate charged from June 14th will be 4 per cent. This will continue until 31
March next year. The rate will then be raised to 8 per cent and will continue
at that level until 31 December 1964. After that the final 3 per cent will be added.

Refunds will be made to those who, duririg the period from June 14 until
tonight, have actually remitted sales tax at the full rate on goods they have
~ sold or imported that were previously exempt.

The graduation of the tax will have two effects. First, it will give people
time to adjust their affairs, to absorb the impact of the tax in the most con-
venient way. Secondly, the graduation of tax rates will provide an important
incentive to people to proceed with construction and other investment projects

now.
s
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The total result of the revision in the resolutions will be to reduce revenues,
compared with the estimate I made on June 13th, by about $115 million in
the remainder of the current fiscal year. For the full fiscal year 1964-65, we
estimate that the additional revenues previously forecast will now be $125
million less. ‘

The resolutions I am tabling contain the details of the changes I have
mentioned and some minor or consequential changes I have not mentioned;
I would propose that they be printed in Hansard for the convenience of
honourable members. '

As Minister of Finance, I regret the loss of revenue during the next eighteen
months but I believe that on balance the changes now proposed will be helpful.
They do not alter the objectives of the Budget. They will improve its immediate
economic effect and stimulate expansion and employment.”



EXCISE TAX ACT
The Minister of Finance—In Commi_ttee of Ways and Means:—

] Resolved,—That it is expedient to introduce a measure to amend the Excise °
Tax Act and to provide among other things:

1. That the present exemption from sales tax for certain building materials
be withdrawn by repealing the exemption for all goods mentioned under the
heading “Building Materials” in Schedule III of the said Act and by repealing
the exXemptions for

(a) “Creosote oil and. othefwood preservatives when for use exclusivel;}
in the treatment of timber, poles or lumber;”

(6) “Railway ties;”

(¢) “Goods for use as part of sewerage and drainage systems, and artlcles
and materlals to be used exclusively in the manufacture thereof;”.

2. That any enactmeht based on paragraph 1 of this resolution provide that

(a) goods for use as part of sewerage and -drainage systems be exempt
from sales tax when sold to or imported by a mun1c1pahty for 1ts own
use and not for resale; - : . .

"~ (b) any transfer of a sewerage or drainage system to a municipality by
any person within two years after the completion thereof, pursuant
to a by-law of or agreement with that municipality under which that
person is required to install such system and transfer it without charge
to that municipality after the completion thereof be deemed, for
the purpose of section 46 of the said Act, to be a sale to the munic-
ipality for its own use and not for resale of goods for use as part
of a sewerage or drainage system,

and that any agency operating a sewerage or dramage system for or on behalf
of a municipality may be declared by the Minister to be a municipality for the
purpose of this paragraph.

3. That any enactment based on paragraph 1 of this resolution provide
that drain tile for agricultural purposes and materials to be used exclusively
in the manufacture thereof be exempt from sales tax.:

4, That any enactment founded on paragraph 1 of this resolution provide
that where materials have been purchased by or on behalf of a school, university
or other similar educational institution for use exclusively in the construction
of a building for that institution and the tax imposed by Part VI of the said Act
has been paid in respect of those materials, the Minister of National Revenue
may, upon application by the institution in such form as the Minister prescribes
made to the Minister within two years from the time the materials were pur-
chased, pay to the institution an amount equal to that tax.

5. That any enactment founded on paragraph 1 of this resolution provide
that a person vwho
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(a) manufactures or produces a building or other structure otherwise than
at the site of construction or erection thereof, in competition with per-
sons who construct or erect 51m11ar bu11d1ngs or structures not so
manufactured or produced, - :

(b) manufactures or produces otherwise than .at the site of construction
or erection of a building or other structure, structural building sections
-for.incorporation into such building or structure, in competition with
persons who construct or erect buildings or other structures that in-
corporate similar sections not so manufactured or produced, or

'(c) manufactures or produces concrete or cinder building blocks,

be deemed for the purposes of the said Act not to be, in relation to any such
building, structure, building sections or building blocks so manufactured or
produ"cedAby him the manufacturer or producer thereof.

6. That the present exemption from sales tax for “Seventy-five per cent of
the sale price if manufactured in Canada, or seventy-five per cent of the duty
paid value if imported, of trailers for use as homes” be changed to read “Twenty-
five per cent of the sale price if manufactured in Canada, or twenty-five per cent
of the duty-paid value if imported, of trailers for use as homes’.

7. That the present exeémption for certain machinery and apparatus to be
used in manufacture or production be withdrawn by repealing the exemption
for all goods mentioned under the headings “Machinery and Apparatus to be
used in Manufacture or Production” and “Engines” in Schedule III of the said
Act and by repealing the exemptions for

(a) “Seismic ‘shot- hole casing and materlals used in the manufacture
thereof;”

(b) “Tires ‘and tubes for use exclusively on the machinery enumerated in
Customs Tariff Item 411a.”

(c) Goods enumerated in Customs Tariff items 399a, 399b 399c¢c, 411a, 417,
431h 439c, 848, 848a and 848b.

' '8. That any enactment founded on paragraph 7 of this resolution provide
that traction engines for farm purposes and accessories therefor (not including
machines and tools for operation by such engines)-and complete parts of all the
foregoing, and materials to be used exclusively in the manufacture of the said
engines, accessories or parts be exempt from sales tax.

9. That any enactment founded on paragraph 7 of this resolution provide
that farm wagons, including four-wheeled farm wagons equipped to be tractor
drawn and farm sleds, and materials to be used exclusively in the manufacture
thereof be exempt from sales tax.

10. That the present exemption from sales tax for “Photographs, paintings,
pastels, drawing and other art work and illustrations of all kinds, whether
originals, copies or proofs, and printing plates made to reproduce the same, for
use exclusively as non-advertising news pictures or for illustrating non-advertis-
ing. articles ‘or stories in periodical publications enjoying second-class mailing
privileges, the pages of which are regularly bound, wired, stitched or otherwise
fastened together;” be changed to read “Typesetting and composition, metal
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plates, cylinders, matrices, film, art work, designs, photographs, rubber material,
plastic material and paper material, when impressed with or displaying or carry-
ing an image for reproduction by printing, made or imported by or sold to a
manufacturer or producer for use exclusxvely in the manufacture or productlon
of printed matter.” .

11. That feeds for fish, supplements for addition to such feeds,A and ﬁlaterials
to be used exclusively -in the manufacture of such feeds or supplements be
exempt from sales tax.

12. That the exemption from sales tax for materials for use in the equlpment
and repair of ships over ten tons net register tonnage be restricted to materials
for use in the equipment and repair of ships to be used exclusively for commer-
cial purposes. ’

13. That the present exemption from sales tax for “Bakers’ cakes and pies
including biscuits, cookies or other similar articles;” be changed to read
“Bakers’ cakes and pies including biscuits, cookies and similar -articles but
not mcludmg simulated chocolate bars or candy bars;”

14. That the export duty of three one-hundredths of one cent per kilowatt
hour on electrical power exported from Canada be repealed.

15. That any enactment founded on paragraphs 1 to 13 of this resolution
be deemed to have come into force on June 14, 1963, and any enactment
founded on paragraph 14 of this resolution be applicable in respect of electrical
power exported after June, 1963.

- 16. That w1th respect to the period commencing June 14, 1963 and ending
March 31, 1964, the rate of tax payable under Part VI of the said Act in
respect of any. goods for which exemption from tax was withdrawn by any
enactment founded on paragraphs 1 and 7 of this resolution be four per cent
instead of eight per cent, and that with respect to the period commencing
June 14, :1963 and ending December 31, 1964 the rate of tax payable under
subsection (1) of section 10 of the Old Age Security Act in respect of any such
goods be nil.

17. That the said measure further provide that

(a) where any tax under Part VI of the said ‘Act has become payable
by any person in respect of -any goods for which exemption for tax
under that Part was withdrawn by any enactment founded on para-
graphs 1 and 7 of this resolution, which goods were, not later than
December 31, 1964, sold and delivered by that person, or applied by
that person to a use resulting in the property in the goods passing
from that person, pursuant to a bona fide contract in writing

(i) that provided for the sale of those goods or their application to.
that use for a fixed amount stated in the contract and that did
not permit the adding of the tax to the amount payable to that
person under the contract, and

(ii) that was signed by the parties thereto

(A) on or before June 13, 1963, or

(B) after June 13, 1963, if the contract was entered into in ac-
cordance with the terms of a tender in writing submitted
by that person on or before that day whereby that person
undertook to enter into such a contract and in default of
so doing to incur or cause to be incurred a pecuniary penalty
whether by forfeiture of a security deposit or otherwise,
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a refund, or deduction from any of the taxes imposed by the said
Act, of the tax or such part thereof as could not under the contract
be added to the amount payable to that person thereunder may be
granted to that.person; and

where any goods for which exemption from tax under Part VI of
the said Act was withdrawn by any enactment founded on paragraphs
1 and 7 of this resolution were, after June 13, 1963 and not later than
December 31, 1964, sold and delivered by any person, or applied by
any person to a use resulting in the property in the goods passing
from that person, pursuant to a bona fide contract in writing

(1) that provided for the sale of those goods or their application to
that use for a fixed amount stated in the contract and that did
not permit the adding of any tax under that Part that became
payable after June 13, 1963 in respect of those goods to the
amount payable to that person under the contract, and

(ii) that was signed by the parties thereto
(A) on or before June 13, 1963, or
(B) after June 13, 1963, if the contract was entered into in ac-

cordance with the terms of a tender in writing submitted
by that person on or before that day whereby that person
undertook to enter into such a contract and in default of
so doing to incur or cause to be incurred a pecuniary penalty
whether by forfeiture of & security deposit or otherwise,

an amount equal to the tax or such, part thereof as could not under
the contract be added to the amount payable to that person there-
under may, where application therefor is made to the Minister of
National Revenue by that person in such form as the Minister prescribes

. within two years from the time the goods were delivered by that

person or applied by him to that use, and the Minister is satisfied
that the tax has been paid, be paid by the Minister to that person. -

‘



o 'INCOME TAX ACT
" The Minister of Finance——In Committee of Ways and Means: — ‘

Resolved,—That it is expedient to introduce a measure to amend the Income
Tax Act and to provide among other things:

1. That with respect to new depreciable property of a prescribed class
acquired in the period of 24 months commencing June 14, 1963 capital cost
allowances be computed on a straight line basis at a prescribed rate not exceeding
50 per cent per annum if the property has been acquired by a taxpayer in a
taxation year for -a manufacturing or processmg business in Canada and the
taxpayer is

(a) an individual who was resident in Canada for a period of not less

than 183 days in the year; or

(b) a corporatxon ‘that in the year had a degree of Canadian owner-

" ship and control;

and for the purposes of this paragraph,

(c¢) a corporation has a degree of Canadian ownership and control in a
year if the corporation throughout the 60 day period immediately
preceding the year (or if the corporation did not have a preceding
year, throughout the 60 day period commencing on the first day of
the year) complied with the following conditions:

(i) the corporation was resident 1n Canada,
(ii) either
(A) not less than 25 per cent of its voting shares were benefi-
cially owned by one or more individuals resident in Canada,
one or more corporations controlled in Canada or a combina-
tlon thereof, :

(B) the-voting shares of the corporation were listed on a recog-
nized stock exchange in Canada. -and it is established, - in
prescribed manner, that no one non-resident shareholder
owned beneficially, together with any other person associated
with him at any time in the period, more than 75 per cent
of the voting shares of the corporation, and

~(iit) where the year commences after December 31, 1964, the number
of directors of the corporation who were re51dent in Canada was
not less than 25 per cent of the total number of dlrectors of the
corporation;
or complied with the conditions specified in clauses (i) and (iii) and
was a wholly-owned subsidiary of a corporation that throughout the
60 day period complied with the conditions specified in clauses (i),
(ii) and (iii); and
(d) a corporation is controlled in Canada at a part1cular tlme if at that
time it complies with the following conditions:
(i) the corporation is resident in Canada, and
(ii) not less than 51 per cent of its voting shares are beneficially owned
by one or more individuals resident in Canada, one or more cor-
porations controlled in Canada or a combination thereof.
2. That a .taxpayer whose business in a prescribed area of Canada has
been certified to be a new manufacturing or processing business that com-
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menced commercial operations in the period of 24 months commencing with the
date on which any enactment based on this paragraph is assented to be exempt
from tax on the income from that business for a period of 36 months from the
date certified to be the date of commencement of operations, and that the rate of
capital cost allowances for new depreciable property of a prescribed class
acquired by the said taxpayer in the said 24 months period for such business be
computed on a straight line basis at a prescrlbed rate not exceeding 50 per cent
per annum.

3. That with effect for 1964 and subsequent taxation years section 40A of
the Act, which provides for a deduction from the tax otherwise payable by a
manufacturing and processing corporation, be repealed.

4, That with respect to expenses incurred after.-June 13, 1963 a corporation
whose principal business is operating a pipeline for the transmission of oil or
natural gas be allowed to deduct in computing income the drilling and explora-
tion expenses, including all general geological and geophysical expenses, in-
curred by it on or in respect of exploring for petroleum or natural gas in Canada
and the prospecting, exploration and development expenses incurred by it in
searching for minerals in Canada.

5. That for the 1963 and subsequent taxation years a dividend received by
a person resident in Canada from a corporation that throughout its taxation
year in which the dividend is paid or credited

(a) is taxable as a non-resident corporation carrying on business in Canada,
(b) derives substantially all of its income from sources in Canada, and
(¢) has its shares listed on a recognized stock exchange in Canada

be deemed to be a dividend from sources in Canada paid or credited by a taxable
corporation within the meaning of section 38 of the Act.

6. That the 15 per cent rate of tax payable by a non-resident person on
dividends paid or credited to him by a person resident in Canada be reduced to
10 per cent with respect to dividends paid or credited after June 13, 1963 by a
corporation that in its taxation year in which the dividend is paid or credited
has a degree of Canadian ownership or control within the meaning of para-

graph 1.

7. That the 15 per cent rate of tax payable by a non-resident person on
dividends paid or credited to him by a person resident in Canada be increased
to 20 per cent with respect to dividends paid or credited after December 31,
1964 by a corporation that in its taxation year in which the dividend 1s paid or
credited does not have a degree of Canadian ownership or control within the
meaning of paragraph 1.

8. That where a corporation resident in Canada that in any year before
1967 was not a corporation that had a degree of Canadian ownership and con-
trol, within the meaning of paragraph 1, becomes a corporation that in 1967 has
such a degree of Canadian ownershlp and control, a non-resident person shall
be entitled to a refund equal to

(a) 5 per cent of any dividends paid or credited by the corporation to him
after June 13, 1963 and before January 1, 1965, in respect of which he
has paid a tax of 15 per cent to Canada, and

(b) 10 per cent of any dividends paid or credited by the corporatwn to him
after December 31, 1964 and before January 1, 1967, in respect of which
he has paid a tax of 20 per cent to Canada.
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9. That. where a corporation (other than' a non-resident-owned invest-
ment corporation) paid or credited dividends during the period- commencing
on June 14, 1963 and ending on December 31, 1964 in taxation years in which
it did not have a degree of Canadian ownership and control within the mean-
ing of paragraph 1, the amount of which dividends exceeds five-fourths of
the amount of dividends paid or credited by the corporation during that
number of days immediately preceding June 14, 1963 that is equal to the
number of days in the period commencing on June 14, 1963 and ending on
December 31, 1964 that were included in taxation years in which the corpora-
tion did not have such a degree of Canadian ownership and control, the cor-
poration shall, on or before January 31, 1965, pay a spec1a1 tax equal to 5
per cent of the amount of the excess.

10. That with respect to income earned after December 31, 1964 the 15 per
cent tax imposed by Part ITIA of the Act on a non-resident corporation carrying
on business in Canada be 20 pér cent.

11. That with respect to income of a non-resident-owned investment cor-
poration earned after December 31, 1964 the present 15 per cent rate of tax be
20 per cent.

12.- That any amount paid or credited after June 13, 1963, by a person
resident in Canada to a non-resident person, as or on account of a management
or administration fee or charge, be subject to the 15 per cent tax on income
from Canada of non-resident persons.

13. That with respect to interest paid by a person resident in Canada to a
non-resident person on any obligation issued after June 13, 1963, if the non-
resident person

- (a).is exempt from income tax in the country in which that person is
resident; and .
(b) has obtained a certificate of exemption from the Minister,

the non-resident person be exempt from the 15 per cent rate of tax imposed 1n
respect of such payment

“14. That for the taxation years ending after November, 1965 a corporation
shall during the 12 months period ending 4 months after the close of each
taxation year, pay to the Receiver General of Cenada

. (a) on or before the last day of each of the first 10 months in that period,
an amount equal to one-twelfth of the tax as est1mated by .it at the
. rate for the taxatlon year
(i) on its estimated taxable income for the year, or
“(ii) on its taxable income for the immediately preceding year,

(b) on or before the last day of the eleventh month in the period, an
-amount equal to one-half of the remainder of the tax payable as
"estimated by it on its taxable income for the year at the rate for the
year, and .

(c\)_ on or before the last day of the period, the remainder o_f'th_e tax

and that for the taxation years ending after November, 1963 and before Decem-
ber, 1964 a corporation shall, during the 11 months period ending 5 months after
the close of 1ts taxation year, pay to the Receiver General of. Canada A

(d) on or before the last day of each of the first 9 months in that period, an
.amount equal to .one-twelfth of.the tax as estimated by it at the rate
for the taxatlon year : .

(1) on its estlmated taxable income for the year, or:
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(ii) on its taxable income for the immediately precedirnig year,

(e)- on or before the last day of the tenth month in the period, an amount
equal to one-half of the remainder of the tax payable as estimated
by it on its taxable income for the year at the rate for the year, and

(f) ~on or before the last day of the period, the‘remainder of the tax,

and that for taxation years ending after November, 1964 and before December,
1965 'a corporation shall, during the 11 months period ending 4 months after
the close of its taxation year, pay to the Receiver General of Canada

(g) on or before the last day of each of the first 9 months in that period,
an amount equal to.one-eleventh of the tax as estimated by it at the
rate for the taxation year
(i) on its estimated taxable income for the year, or
(ii) on its taxable income for the immediately preceding year,

"+ .(h) on or before the last day of the tenth month in the period, an amount'
equal to one-half of the remainder of the tax payable as estimated by
it on its taxable income for the year at the rate for, the year, and

(t) on: or before the last .day of the period, the remamder of the tax.

15. That the return of income for a taxation year that is to be filed with
the Minister.in prescribed form and containing prescribed information by or on
behalf of a corporation be filed

(a) for taxation years- ending after November 1963 and before December,
1964 within 5 months from the end of the year, and

( b) for taxation years endmg after November, 1964 within 4 months from
“ - "the'end of the year.

‘16. That 'with respect to ‘amnounts recelved after June 13, 1963 where a
taxpayer has recelved an amount in a taxation year,

(a) as consideration for the sale or other dlsposmon of - any shares ‘of a
corporation or of any interest in such shares,

(b) in conseguence of a corporatlon havmg
) (i) redeemed or acquired any of its shares or reduced its cap1ta1 stock,
or
(11.) converted any of its shares into shares of another class or into an
obhgatlon of the- corporation, or . )
(c) otherwise, as 4 payment that would, but for this prov151on, be exempt_,
1ncome, .

Wthh amount in the oplnlon of the Mlmster was received by the taxpayer as
part of a‘transaction or series of transaétions whenever effected or to be effected,
one of the purposes of which was or is to effect a substantial reduction of, or
disappearance of, the assets of a corporation in such a manner that the whole
or any part of any tax that might otherwise have been or become payable under
the Act in consequence of any distribution. of income of a corporation has been
or.will be avoided, the amount so received by the taxpayer or such part thereof
as may be specified by the Minister shall, if the Minister so directs,
(d) be included in computing the income of the taxpayer for that taxation
year, and
(e) in the case of a taxpayer who is an individual, be deemed to have been
received by him as a dividend from a taxable corporatmn within the
meéaning of section 38 of the Act.
17. That for the 1964 and subsequent taxation years where, in the case of
two- or more corporations, the Minister is satisfied
(a) that the separate existence of those corporations is not solely for the
purpose of carrying out the busmess of those corporatlons 1n the most
effective manner, and - -
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(b) that.one of the main reasons for such separate existence is to reduce

* the.amount-of taxes that would otherwise be.payable under the Act

the two or more corporations shall, if the Minister so dlrects, be deemed to be
associated with each other. ‘ :

18. That upon any appeal to the Exchequer Court of Canada from an assess-
ment in such case, the Court may confirm or vary any direction given by the
Minister as provided in paragraph 16 or 17, or may vacate any such direction
where it.determines, that :

(a) none of the purposes of the transaction or series of transactions referred
to in paragraph 16 was or is that specified in that paragraph ‘or

(b) none of the main reasons for the separate existence of the corporatlons
referred to in paragraph 17 is that specified in subparagraph (b) of
that paragraph.

19. That for the 1963 and subsequent taxation years

(a) a business loss incurred in a previous year by a corporation may not
be deducted in a taxation year if

(i) the business in which the loss was sustained by the corporation
was not carried on by it in the taxation year, and

(ii) in the period between the end of the year in,which the loss was
sustained and the end of the taxation year control of the corpora-
tion has changed hands, and

(b) a business loss incurred by a corporation in a taxation year may not
be deducted in computing the income of the corporation for that taxa-
tion year if the business in which the loss was sustained by the corpora-
tion was wound up or discontinued, and after such winding up or dis-
continuance contro! of the corporation passed to a person or persons
who did not control the corporation in the year at any time when the
business in which the loss was sustained was carried on;

but this paragraph is not applicable where the change of the control of the
corporation occurred prior to June 14, 1963.

20. That for the 1963 and subsequent taxation years section 18 of the Act,
which provides rules in the case of any lease option agreement, hire purchase
agreement or other contract or arrangement for the leasing or hiring of property,
be repealed, and appropriate transitional provisions be enacted in respect of any
such contract or arrangement.

21. That for the 1963 and subsequent taxation years the benefits received
by an employee from his employer’s contribution to a group life insurance plan
that are at present excluded from income be excluded only if such contribution
is in respect of group term life insurance.

22. That, with respect to any annuity contract entered into after June 13,
1963, that part of the proceeds of the contract that consists of interest accumu-
lated prior to the date on which the annuity commences be included in comput-
ing income of the recipient unless such proceeds are received as a life annuity
or as a refund of premiums upon the death of the holder of the annuity contract.
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-23. That for the 1962 and subsequent taxation years the manner of taxing
a bankrupt corporation, a bankrupt individual and a trustee in bankruptcy be
revised and in particular

(a) that the trustee be deemed to be the agent of the bankrupt person for
all purposes of the Act;

(b) that section 63 of the Act not apply in the case of any income of the
trustee from dealing in the property of the bankrupt person or from
carrying on the business of the bankrupt person;

(c) that the income of the bankrupt person be computed as if upon the
occurrence of the bankruptcy the property of the bankrupt person
did not pass to and vest in the trustee; and

(d) that the trustee be liable for payment of any tax payable by the
bankrupt person to the extent of the property of the bankrupt person
in the possession of the trustee



