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"FOREWORD

The informatlon in this booklet deals ‘with the 1n01dence
of taxation on income, business and. property. .It is intended as
a guide in this field of taxation and, as such, refers only to the
basic principles involved. Every effort has been made to accurately
" reflect.- the leglslatlon in force ‘at Lhe time of - preparlng the_
“materlal

: Howeveb, since the law contains a considerable amount of
detail, it is suggested that an enquirer consult with relevant
-authorltles or solicitors of his ch01ce, or both, when seeklng
precise and deta:led adv1ce on a given’ problem. :

: ~ While the Department of Industry.is prepared to assist
manufacturers requiring guidance on these matters, specific inform-
“ation can be obtained from any. one of the district taxation offices
of the Department of Natlonal Revenue located throughout the country.
Head Offlce of the Department of Natlonal Revenue is in Ottawa.

: Othcr publlcatlons available from the complete serles of
"D01ng Bu31ness in Canada'" are:

'ﬂThe Canadian Environment
derms of Business Orgeﬁizatibn

fCanadian Custdms:Duties

;Taxetion - Salee, Excise, Cqmmodiﬁies-
-'LebOur Legislation |

'CeﬁStruction and.Equipment‘S£éndardslin Cenada
.Federal Ineentives to Ihdustry. |

Patents, Cepjrights‘and'Trade Merks

Tariff Preferences for Canadian Goods Abroad
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TAXATION -~ INCOME, BUSINESS, PROPERTY

FEDERAL-PROVINCIAL ARRANGEMENTS

It is well to note at the outset that the federal and-
'pPOV1n01al governments. hdve authority to levy income taYes in
Canada. :

Gcnera]ly speaking, all persons (including corpora-
tions) resident in Canada are lldble to federal dnd provincial
income taxes. These taxes are applled on income received
during the taxation year from all sources inside or outside of‘
Canada less certain allowable deductions. Similarly, branches
of foreign compdnles carrying on business in Canada are liable
to Canadian income taxes on profits derived from such trans-
actions. Administrative procedurés and interpretative rulings
are generally similar at both provincial and federal levels,

In the years preceding 1962, agreements existed
between the federal government and the provinces, except
Ontario and Quebec, under which the provinces refrained from

imposing their own corporate income taxes. Similar arrangements
existed with regard to personal income taxes except in the
Province of Quebec. . Personal and corporate income taxes are

now imposed by federal and provincial governments. As part of
the new arrangements, the federal government has provided a
scaled reductlon of its personal income tax at 21/ for 1965
and 24% for 1966 for income earned in all provinces except
Quebec. For incone earned in Quebec, the reduction is 44% for
1965 and 47% for 1966. The difference in abatement rates is
necessary in order to compensate the. Province of Quebec for
providing schooling allowances and for opting out of certain
shared-cost programs. With the- eYceptlon of the Province of
Quebec, provincial taxes on personal income are collected by
the federal government.

The federal tax on income of corporatlons is also
reduced by 9 percentagc points in all provinces except Quebec,
where the reduction is 10 percentage points. The additional 1%
abatement extended to Quebcc is in lieu of federal grants to
un1vers1t1es. For. all provinces, with the exceptlon of Ontario
- and Quebec, the provincial taxes on corporate income are

collected by the federal government. :




Corporate

their boundaries.
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PROVINCIAL INCOME TAX

A1l provinces levy a tax on the profits of corpora-
tions derived from activities or operations carried out within

In all provinces except Ontario and Quebec

the provincial tax is imposed on taxable income in the province
determined on the sgame basis as for federal income tax. In
Ontario and {uebec the determination of taxable income for
purposes of provincial tax follows closely the federal rules.
Where a corporation carries on operations in more than one
province, it must alloecate its taxable income among the
provinces concerned in accordance with prescribed rules, which
for most corporations are based on sales and wages in the

province.

The rates of tax 1

are as followsg: =~

Personal

evied by the various provinces

Rate of tax on taxable profits

Province

Newfoundland , 9%
Prince Edward Island. _ 9%
Nova Scotia ’ 9%
New Brunswick 9%
Quebec 12%
Ontario 11%
Manitoba - 10%
Saskatchewan 10%
Alberta’ 9%
British Columbia 9%

Four of the ten provinces levy corporate income taxes
in excess of the abatement allowed by the federal government.
This abatement is equal to 9% of corporate profits in all
provinces except Quebec where the abatement is 10%.

All provinces levy

a tax on the income of individuals

who reside within their boundaries or who earn imcome therein.
In nine of the ten provinces, these taxes are computed as a
percentage of the bagic federal income tax otherwise payable

at full federal rates and are collected by the federal govern-
ment on behalf of these provinces. In the Province of Quebec,
provincial income tax is levied at graduated rates that progress
from 4.8% on the first $1,000. of taxable income to a maximum

of 35.2% on the excess over $400,000., The determination of
taxable income for Quebec tax is based on exemptions and .
deductions similar to those for federal tax. The Province of




,.Qﬁebec cdliects its:ewn tax. The‘fates of.Quebee'income tax
~are outlined in Appendix "ART, ‘ ' : L ’

In those provinces where the provincidal tax is
collected by the federal government the rate of tax must be
expressed as a percentage of the federal basic tax on personal
income in whole percentage points and must remain constant
throughout the calendar year. The following:table shows the
percentage that provincial income tax llablllty 1s of federal
bas1c tax for the year 1965: '

Province - % of federal basic tax
Newfoundland , T 21%

* Prince Edward Island o 21%
Nova .Scotia. -. S 21%
New Brunszck‘ ‘ _ ' 21%
Quebec - Approximately - 44%
Ontario ' 21%
Manitoba . ‘ 0 26%
.Saskatchewan - ‘ S 27%
Alberta 21%
British Columbia - 21%

As indicated in thc above table only the prov1nces of
”Manltoba and Saskatchewan levy provincial income taxes .in. excess
of the 21% abatement of federal basic tax. For Quebec “the
abatement of fedoral basic tax for 1965 is 44%. “The federal
rates of income tax on personal incomes are outllncd ‘in ’
Appcndlx RACELI

'In thc nine prov1nces where prov1n01di income taxes
on’ 1ncomes of individuals are collected by the federal govern~-
menL "both federal and prov1n01al personal income’ taxes are
paid together with single returns and remittances. The earned
and invegtment income of resident salary and wage earners is
allocated to the province where the taxpayer resided on the
last day of the calendar year or on his ‘last day of resldence
in Canada., Where non-resldents are - employed or carry’ on’
business in Canada, their income for provincial tax purposes
is allocated to- the prov1nce ‘where they were employed or
carried on business. The income of resident 1nd1v1duals.'
carrying on a business or professlon is allocated to prov1nces
according to rules contained in Federal Income Tax regulations.
"~ Where such individuals earn business or profe551onal income in
more than one province, they are required to allocate such
~ income according to these regulatlons so that the. approprlate
prov1n01al rates and allocatlons can be applledo
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, The foregoing is simply an outline of the more
important points concerning provincial income taxes. However,
details can be obtained from the Provincial Acts and Regulations
or directly from the respective provincial taxation authorities.

CORPORATE INCOME TAX -~ FEDERAL

Generally speaking, all companies resident in Canada
are liable to federal income tax, The tax is applied upon
income received during the taxation year from all sources
inside or outside of Canada less certain deductions permitted
by the Income Tax Act.

"Income" is not defined in the Federal Income Tax
Act. The Act merely states that it includes income for the
year from all businesses, properties, offices and employment.
Nor are detailed instructions given on how to compute gross
income., It is left to management, within certain broad limits,
to employ the method best suited to the particular business
operation, assuming, of course, that the methods are in
accordance with normal usage. ‘ '

Deductions

Among the deductions normally allowable are - interest

on money and rental for property used in earning income; reserve
for doubtful debts; bad debts; contributions to pension fundsj
expenditures on scientific research; patronage dividends;
employer's contributions under proflt sharing. plans. Certain
special deductions are allowed in connection with oil wells,

gas wells and mines. More details on this latter subject can

be found in an annual publication issued by the Department of
Mines and Technical Surveys, Ottawa, entitled "Summary Review

of Federal Taxation and Legislation Affecting the Canadian
Mineral Industryh, '

Of particular importance to a new company is the
provision whereby profits and losses may be offset over a
seven-year period for the purpose of determining taxable
“income. A company may deduct from income those business losses
suffered in the five years 1mmed1ately preceding the taxation

year or the losscs suffered in the year succeeding the taxatlon

year,

- Expenses incurred in the courve of 1ssu1ng or selllng
shares of its capital stock or in the course of borrow1ng money
used in the company's business (other than amounts in respect
of commissions, bonus payments or dlscounts) are also allowed.
as a deduction in computing the income of a company.
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Othcr 1tems generally - dcductlble are d1v1dcnds

received from taxable Canadian corporat:ons, business and.
property taxes paid to mun1c1pdl governments, license fees

-and special taxes on income from mining operations paid to

provincial governments.: The" corporation may also deduct from

- federal tax otherwise payable an amount. equal. to 2/3 of a

provincial tax on income from logging operations, not exceeding
2/3 of 10% of the corpordtlon's 1ncome Erom logglng operdtlons

in the province.

Non- allowable deductlons 1nclude organlzatlonal

expenses, sums transferred to a reserve or sinking fund, unless .
,expressly permitted, and, in éeneral, any expense or outlay not
‘made for the purpose of earnlng incone. :

Anothcr measure of rcllef has reference to taxes pald

‘to a foreign country. A credit for such tax is normally allowed

to the Canadian taxpayer provided that.the amount so claimed
does not exceed the proportion of the Government of Canada tax
on such. income. A separate credit must be calculated in rcspect
of dncome from-each country. : o

'Capltal Cost Allowances

A Latpayer is entltled to clalm an. amount in respcct

of depreclatlon on property.used to .carn income. In the

Canadian law such -an amount is referred to as a capital cost
allowance. Assets are grouped into classes for purposes of
capital cost allowances and each class carries a maximum rate

‘of annual wrltewoff which is applied on the reducing balance
' basls~ o . L oo ' '» " . .

The maximum rates of capital cost allowance for those
classes of most 1ntcrest are as follows: : :

Frame bu1ld1ngs and componcnts L S = 10%
Bulldlngs in general and component pdrts - 5%
Automobiles, trucks, etc.:  mining: B :
machinery, equipment and buildings’ - 30%
Certain contractors' equipment such as ‘
power-operated movable equipment for

excavatlng or compacting cdrth, rock, o
concrete or asphalt : - 50%
Sundry, not included in Speclflc groups ‘
(including machlnery in general) : - 20%"

- Capltal cost allowances are ordlnarlly calculated on’
a dlmlnlshlng balance rather than a gtraight line principle.

. For example, a business asset costing $10,000. and subject to
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a rate of 5%, could be depreciated up to an amount of $500. at
- the end of the First year, but only $475. at the end of the
second year (i.c. 5% of $10,000. minus $500.). In each case,
the amount of the allowance claimed for taxation purposes is
subtracted from the net value of assets in the same group to
leave a diminished balance which is carried forward to the
beginning of the next taxation year as the "undepreciated:
capital cost" of the property in that class. Adjustments to
"undepreciated capital cost! must be made for acquisition  and
disposal of assels in that group as they occur,

A lesser amount than the maximwn may be claimed as a
deduction if thc taxpayer so chooses. It might be mentioned
also that the amount claimed need not conform to the relative
provision for depreciation deducted in computing profits as
shown on the financial statement to shareholders.

Special Depreciation Allowance

Effective, June 14, 1963, bona fide manufacturers
and processors located anywhere in Capada having a degree of
Canadian ownership can write-off most new machinery at a rate
not in excess of 50% per year on a straight-line basis. This
special allowance applies only to eligible machinery and equip-
ment acquired during the period June 14th, 1963, to December
31, 1966. This special allowance may be applied at any time .
and permits the complete wrlte off of ellglble agsets in two
years. , S

For detdl]s concerning the meaning of a "degree of
Canadian ownership" sece Appendix "C",

Incentives for Designated Arcags

There are two programs of incentives available to
manufacturing and processing industries located in designated
areas. The areas which have been designated are listed in
Appendix "D". At present, eligible firms within these areas
are given the opportunity to choose either the income tax
exemption under the Tax Incentives Program or the development
grant under the Area Development Incentives Act.

L. Tax Incentives Program

Federal agsistance under this program includes two
measures concerning federal income tax -~ special
depreciation allowances and temporary federal incoime
tax exemptions. These two incentive measures. apply
to new mdnufacturlng and processing enterprises
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located in the designated areas. The special
depreciation dllowances under this program are
as follows E

(a) ‘most new machinery and equipment: acquired

© by & new manufacturing or processing enter-
prisé during the period December 5, 1963,
to March 31, 1967, can be written off at.a
‘rate not in excess Of 50% on a straight-
111no bdslg.

(b) new bulldings and certain extensions

‘ acquired during the period December 5, 1963,
to March 31, 1067, can be written off at a
rate not in excess of 207 on a straight-
line basis. ‘

‘The .special income tax exeMption‘measure is as follows:

.New mdnufaoturlng and. processlng enterprlses
located in designated areas are eligible for
exemption from federal income taxes for a
period of 30 months from the date they

“.commence commercial operation, provided
this date is between December 5, 1963, and
March 31, 1967.

. JIX. Area Development Incentives Act -

This Act provides for capital grants in respect of
new manufacturing and processing facilities which
establish in designated areas as well as to firms
~already located in these areas which undertake
significant CxpdnSLOnS there.. This Act came into
effect on July 1, 1965, and the benefits are avail-
able to eligible firms whose projects were not
committed priov to that date and. which enter
production prior to expiry of the program on

March 31, 1971.

The amounts of the grdntq will be directly related to
the total investment. in new buildings and equipment

- made by these entorprlsos. The development grants

are exempt from federal income tax and do not reduce
the amount. of capltal cost which may be used for tax
- purposes. A firm which 'qualifies for a grant may
‘elect to take it in the. form of a credlt against -its
income tax llabllltles.
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Two of the major condLLJons for ollglblllty under the
program are as follows:

(1) at least 95% of the value of all machinery
and equipment must be unused prior to use
in the facility, and

(2) at least 95/ of the value of machinery,
equipment, buildings and other fixed assets
used in the facility must be located in the
designated area,

Formulas for grants tb new and expanding facilities are as
follows: :

Formula No, 1. For establishment of new facility:

1. Where the approved capital costs do not
exceed $250,000. the amount of the develop-
ment grant shall not exceed an amount equal
to 1/3 of the approved capital costs.

2. Where the approved Capital costs exceed
$250,000. but do not exceed $1,000,000,.
the amount of the development grant shall
not exceed the aggregate of

(a) 1/3 of $250,000. and - | .

(b) 1/4 of the amount of the appfovéd'
capital costs in excess of $250,000.

3. Where the approved capital costs exceed
$l,000,000,‘the amount of the development
grant shall not exceed the lesser of
(a) the aggregate of

(i) 1/3 of $250,000,
(ii) 1/4 of $750,000.
(idii) 1/5 of the amount of the approved
capital costs in excess of '

$1,000.000, or

(b) $5,000,000,
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-Formula No. 2. For expansion of existing.facility;‘

The amount of a development grent'for‘ﬁhe
~expansion of an existing faclllty shall not
exceed the lesser of : ,

) (a)~ the amount obtained when formula no. 1
‘ ‘is applied to the amount remaining ‘
- after subtracting from the approved
~ capital .costs the greater of 10% of
the value as determined by the
. Minister of the existing facility
being expanded or '$10,000.; or‘

~(b) $5,000,000,
The foreg01ng is. only an outline of these two.

programs. Firms proposing to take advantage of either progran
are advised to contact the Incentives Administration Division,

: Area Development Agency, Department of Industry, Ottawa.

S01ent1flc Research

Income tax allowances for expendltures on scientlflc
research have been growing in importance in recent years. Until

quite recently, such deductions were restricted to actual. expen~»

ditures, with those of a capital nature being amortized over
three years. In addltlon, deductible allowances for such
capital expenditures were limited to five per cent of the
preceding year’s taxable income, unless the research program

had received prior approval. In June of 1961, these provisions

were amended to allow 100 percent write-off of capital expen-
ditures in a taxation year, and the flve percent limitation
was subsequently repealed. '

In April of 1962, a spe01al 1ncent1ve measure allow- -
ing a deduction in excess of actual expenditures was introduced
with respect to increased s01ent1flc research expenditures.
Under this measure, a corporation is allowed a deduction from
income (in calculatlng its federal tax liability) equal to 150

per cent. of increased expenditures on scientific research

carried on in Canada and related to its business. The deductlon

‘applies each year, during 1962 to 1966 taxation yearsj to -

current and capital expenditures (other than for land

" research, to the extent that such expenditures exceed s1mllar

expenditures in the last taxation year ending April 11,.1962.
For a corporation not having a taxation year that ended before
April 11, 1962, its base period is nil. Accordlngly, all 1ts

ellglble expendltures on sclentlflc ‘research in Canada are
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considered as an “Wincrease'., Special rules are appllcable in
regard to associated corporations. ‘

~ For purposes of this measure, "scientific research"

means 4 systematic investigation or search by means of experi-
mentation or analysis in the field of science to acquire new
knowledge, to devise and develop new products and processes
and/or to apply newly acquired knowledge in making improvements
to existing products or processes. In some cases, expenditures
to develop, test and evaluate a prototype are considered as
scientific research expenditures. However, expenditures for
purposes such as market research, sales promotion, quality
control or preparation of specifications are not recognized

asg 501entlflc research eApendltureso

Any corporation planning to undertake a substantial
program of scientific expenditures is advised to discuss its
proposals in advance with officials of the District Office of
the Department of National Revenue where 1t files- 1bs oorpora--
tion income tax return.

The Government has announced itsg intention to provide
a general incentive for scientific research and development
after 1966 (when the above program expires) which will take
the form of a grant or a credit against tax liabilities equal
to 25% of the defined amount of expenditures on scientific
research or development carried out by a business. For 1966,
a business will be permitted to elect whether to take advantage
of the benefits available under the Income Tax Act or the
benefits under the new program. Additional information may be
obtained from the Office of the Industrial Research Adviser,
Department of Industry, Ottawa, ‘ ‘ '

F'ederal Rates

The amount of tax payable is calculated by applylng
sLaLutory rates of tax to taxable income, which is the amount

remaining after making deductions, as outlined ‘in the foregoing,’

from grossg income. The rates of tax are 21% on the first
$35,000, of taxable 1ncome and 507 on the balance.

Where two or more corporations are associated, they
may allocahe the whole $35,000. to one, or part of that amount
to each, All of the associated corporatlons may thus calculate
part of their tax at the 21% rate but, in total, they may not
use the 917 rate on am amount in excess of $35 000 :

The Income Tax Act contains a lengthy set of rules .

defining when companies are deemed to be "associated®, ,Brlefly,
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one corporatlon is "agsociated™ with another if one of the
corporations controls the other, or if both of the corporatlons
are controlled by the same person. : : :

Although 217 and 507 are- the bas1c rates of corpora— .
tion income tax (including the Old Age Security Tax) imposed by
the federal government, under federal- -provincial arrangements
which commenced January, 1962, the federal rates on income
earned in all provinces except Quebec are reduced by 9 points
to 12% and 41%. In Quebec the federal rates are reduced by 10
p01nts to 11% and 40% in recognition of the fact that the
prov1nce of Quebec pays certain grants to universities which
in the other prov1nces are paid by the federal government

Othcr Aspects

Corporations must pay their taxes in monthly instal-
ments. Legislation passed in 1963 changed the payment period
for corporations and when this change becomes fully effective
(for taxation years ending -after November, 1965) a corporation
will be required to pay its tax for a year during the 12 month
period that ends 4 months after the close. of its taxation year.
Its return must be filed by the end of the 6th month after the
end of its taxation year. The taxation year for a corporatlon
is defined as its fiscal perlod, and, when a taxation year is
referred to by reference to a calendar year, the reference is
to the taxation year endlng in that calendar year..'

In computing -its' income, a‘corporatlon, subject to
prescribed conditions, is not required to include the profits
derived from the operation of a mine for the period of 36
months commencing with the day on which the mine came into
production in reasonable commercial quantities. For purposes
of this provision, the term "mine" includes the operation of
a deposit of oil shale or bituminous sand, but does not include
an oil or gas well, a brine well, a sand. pltA‘a gravel pit, a
shale pit or a stone quarryn BN o S

A business operatlon under a partnershlp agreement or
as a sole proprletorshlp is not subject to federal corporate
income tax. The income of the business is deemed to have been
distributed for tax purposes in accordance with the interests -
of the owners, whether or not it is withdrawn. The 1ncome
becomes the income of the owners, for the calendar year in which
the fiscal year of the business ends, and is subject to tax
along with other private 1ncome at the prevalllng rates of"
personal income tax,; - - L :
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PERSONAL INCOME TAX - FEDERAL

Every person resident in Canada at dny time in a year
is liable for personal income tax on his income for the year
from all sources inside or outside Canada. The determination
of whether a person is resident is a question of fact, but any
individual who stays in Canada for 183 days, or more, in a year,
is deemed to have been a resident in that year. Special rules
apply to those who reside abroad for a part of the year.

Non-residents who are employed or carry on business
in Canada at any time in a year are required to pay tax on the
income earned in Canada. However, this general requirement 1s
modified by various tax agreements.

The income of a taxpayer for a. taxation year includes -
income from a business, wages and salary, dividends, director's
fees, the interest element of annuity payments, interest, '
alimony received, income from estates, payments based on the
use of any real or personal property, etc,

The income of a partnershlp, syndicate or sole pro-
priertorship is deemed to be income of the owners for the
calendar year in which the fiscal year of the business ends,
and is subject to tax a]ong with other private income at
current rates of personal income tax. Whether or not it is
withdrawn, the income of such business is allocated to the
principals of the organization in accordance with the terms of
their agreement.

For purposes of detcrmlnang 1ncome, an unincorporated
taxpayer carrying on business may deduct, in general, the same
types of expense as the corporate taxpayer, i.e., Lhose 1ncurred
for the purpose of earning income,

With regard to dividends from taxable Canddlan
companies, an individual taxpayer may deduct from his tax
payable 20% of the net amount received.

There are certain special deductions from income.
The personal exemption for a single person without dependents
is $1,000, For a married person and those who have dependents,
the exemption is $2,000., plus a further $300. for each child
qualified to receive allowances under the Family .Allowance Act,
or $550. if the child is not so quallfled. Family allowances
are paid by the federal government in respect of. children
sixteen and under. The payments are $72. (for children under
1? years), or $96. (for children 10 to 16 years) per annum per
child. .
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A dependent may earn up to $950. income and stlll
quallfy as a dependent., - Students attending university, even -
though over 21 years of age, may be claimed as dependents.
Students are allowed to deduct tuition fees paid for recognized
courges to gain a unlverslty degree, a high school matriculation
certificate or to acquire .a- technical skill to improve their
qualifications for employment or business. h

Other provisions in the Income Tax -Act coveér
deductions for medical expenses, charitable donations, union
dues and contributions to pension plans. In lieu of claiming
deductions for charitable donations and medical expenses, an,
individual may claim a standard deduction of $100. = A taxpayer
who has outlays for. these items which aggregate more than $100.
may. file receipts and claim for them separately.. A deduction
may be made for charitable glfts and contributions not exceeding
10% of income and for anpual trade union or profess1onal dues.
Medical expenses in excess of 3% of the taxpayer's income may
be deducted. Employees may deduct up to $1,500. per year as
contributions into registered pension plans, and all individuals
may deduct amounts, within limits, set aside to prov1de a future
income under registered retlrement savings plans.

Income tax on salarles and wdges is deducted at the
source. Employers are charged with responsibility for
collection., The amounts collected are remitted on a monthly
basis. ‘ .

An employee must file with his employer a return
(Form TD1) outlining the personal exemptions to which he is
entitled.  Failure to provide this information renders him :
liable to tax deductions as a single person_without dependents.
The amounts deductible are set forth in an authorized table. ‘
(designated Table 9), obtainable at any District taxation.
Office in Canada. Deductions.so made are applied againgt the
employee's tax liability for the year, and are taken into
account at the time that he files his return on or before
April 30 in the succeeding year'° '

: The rates of personal 1ncome Lax are glven in
Appendix WAY, :

WITHHOLDING TAXEb

_ A speclal tax of 15¢ is normally payable where a :
Canadian resident pays or credits to a non-resident (corporation
or 1nd1v1dual) an amount in respect of interest or in respect
of rent, royalty or a similar payment, including a payment. (a)
for the use in Canada of property, (b) in respect of an invention
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used in Canada, (c¢) for any trade name, franchise, design or
other thing whatsoever used or sold in Canada, (d) for a
management or administration fee or charge as defined in the
Income Tax Act.

The term interest includes income arising from
interest~bearing securities, public obligations, mortgages,
hypothecs, corporate funds, loans, deposits and current
accounts. Interest on bonds of, or guaranteed by, the federal
government is exempt from withholding tax when held by national
governments of foreign countries and their central banks, and
certain designated international agencies. Interest paid to
certain non-resident purchasers of Canadian bonds and debentures
issued after June 13, 19063, by Canadian borrowers are exempt
from the withholding tax. To qualify under this exemption non-
resident purchasers must be free of income tax imposed by their
country of residence, -

Dividends paid or credited to a non-resident share-~
holder are subject to withholding tax. The term "dividend"™
includes all distributions of earnings or profits of a corpora-
tion. The rate of withholding tax is 15%. However, effective
June 13, 1963, a special rate of 10% is applicable to dividends
paid by corporations having a degree of Canadian ownership.

For details concerning the meaning of a "degree of
“anadian ownership" see Appendix “CW,.

Canadian licensees, lessees and others making these
payments to a non-resident company or individual must deduct
10% or 15%, as the case may be, from every such payment at the
time the payment is made or credited to the foreign party. The
‘amount deducted must be remitted to the Receiver General of
Canada. Whenéver an agent of a non-resident corporation or
individual receives payments from which the tax deduction has
not been made, he is required to make such deduction before
paying over to his principal. '

FEDERAL INCOME TAX - CANADIAN SUBSIDIARIES OF FOREiGN
BUSINESS FIRMS '

Where a non-resident company is carrying on businesgs
in Canada through a subsidiary company resident in Canada, the
subsidiary company is treated the same as any other Canadian
company. The total income of the subsidiary, whether earned in
Canada or elsewhere, is subject to income tax in Canada. The
subsidiary may claim a credit for taxes paid to a foreign country
on the same basis as any, other Canadian company. '
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Methods of computing income and calculating deductions
. are the same as those outlined in the section dealing with
corporate income¢ tax, and the rates of income tax are the same
as for any other company resident in Canada. '

Payments made by a subsgidiary to its parent in con-
nection with management service might usefully be a topic for
discussion with taxation authorities. Management service may
cover a wide variety of matters. In some instances, it may be
desired that the payments should cover: personnel training,
product planning, tooling, catalogue preparation, preparation
of advertising, sales help on international accounts, demonstra-
tion services, use of display material, machinery design, plant.
‘layout, patent protection, management assistance, speakers at
technical meetings, etc. If there is doubt as to their
deductibility, these payments and the service which they are
designed to cover should be discussed with the Department of
National Revenue prior to finalizing the agreement. . The
desirability of a clear understanding in this particular
instance is part of a much 1arger matter. :

When a foreign company, by reason of 1ts partlclpatlon
in the managemeht or capital of a Canadian enterprise, makes or
imposes differing commercial or financial. conditions from those
which would have been made with an independent enterprise, the
Department may consider that any profits which should have
~normally appeared in the accounts of the Canadian enterprise,

and which have been diverted because of such conditions, should
be anorporated in the tdxable profits of the Canadian enterprise.

FEDERAL INCOME TAX - CANADIAN BRANCHES OF FOREIGN COMPANIES

: _Business dealings with Canadian customers, under

. circumstances considered to be "carrying on business in Canada%,
render a non-resident company liable to Canadian income tax on .
profits derived from such transactlons,

Non—r651dent companies "carrylng on bu51ness in Canada®
are liable to federal income tax in the same manner as a Canadian
company, with the essential difference that a non-resident
company 1is liable to tax only on its income earned in Canada
while a resident corporation is liable to tax on its total:
income from all sources, both inside and outside Canada,

"Income earned in Canada®" is, in pr1n01ple, determlned
on the basis of separate accounts malntalned by the Canadian
office of the foreign company. Normally, if the accounts of
the branch are so arranged that the income of the branch can be
accurately determlned,,the federal taxatlon authorities will
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generally accept such accounts as the basis for determining
income taxable under Canadian law. However, the Department
may. rectlfy the accounts produced to correct errors and
omissions, or to re-cestablish the price or remunerations
entered in the books at the value which should prevail between
independent persons dealing "at arm's length".

If the branch does not - (a) produce an accounting
showing its own operations, (b) adopt accounting practices
corresponding to the normal usages of the trade in Canada, or
(¢c) effect rectifications; the Department of National Revenue
will determine net profit by applying fair and reasonable
methods or formulae to the operations of the establishment.
The Department has arbitrary powers to determine the taxable
income of any taxpayer -~ whether resident or non~r631dent
subject to apleCdble measuregs of appeal,

Permissible déductions for purposes of determining
taxable income are almost the same for a non-resident company
carrying on business in Canada as for a resident Canadian
company. Dividends received by such a non-resident company
from Canadian companies are usually regarded as being received
by the head office of the company, and are not part of the
income from carrying on business in Canada.

The taxable income earned in Canada by a non~-resident
~ompany is taxed at the game rate as Canadian resident companies.
~n addition, the profits remaining after deducting both federal
and provincial taxes and an allowance in respect of new capital
investment in property in Canada are subject to a special 15%
‘tax,

CARRYING ON BUSINESS IN CANADA

General

"Carrying on buslness in Candda" is broadly defined
in the Income Tax Act. However, in considering the rules
which apply in this regard, it’should be kept in mind that
these are modified by tax agreements which Canada has with a
number of countries. These agreements provide that Capada shall
tax the industrial and commercial profits of an enterprise of
the other country only if the enterprise maintains a permanent
establishment in Canada. As at October 1, 1965, Canada has
double taxation agreements with Australla, Denmark, Federal
Republie of Germany, Finland, France, Ireland, Netherlands,
New Zealand, Sweden, Republlc of South Afrlcd, United States
of America and Japan, A .
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Forelgn Companles Out31de Double Taxatlon Agreements

Sectlon 139(7) of the Income Tax Act whlch broadly
deflnes the term "carrying on business in Canada" reads as. .
follows: "thre, in a taxation year, & non—resldent person -
(a) produced, grew; mined, created manufactured, Eabrlcated
improved, packed, preserved- or consbructed, in whole or in pdrt
anything in Canada, whetheér or not he exported thdt thing with-
out selling it prior to. exPortatlon, or (b) solicited - orders or
offered anything- for salc in Canada through an agent: or servant‘
whether the contract or -transaction was to be completed inside .
or outside Canada or partly in and partly outside of Canada; he
shall be deemed, for purposes of this Act, to have been carry—g
ing on buelness in. Canada in the year". . : T :

ThlS general deflnltlon embraces a very w1de field of
endeavour. Subsection (a) is self-explanatory. ‘Subsection (b)
would appear 'to leave some doubt as to what could- be regarded
as carrylng on’ bu81ness. ' ‘ :

The term "buslneSS" includes a "profession, calling,
Lrade, manufacture or undertaklng of any kind whatsoever, and -
includes an advernture or concern in the nature. of trdde, but
does not 1nclude an: offlce or employmont" ' '

'The term "agént" carries with it no technical
implication and it must be considered to include commission
agents,; brokers, travelling salesmen ‘and representatlves° .
Under such c¢ircumstances, the effect of Subsection (b), when
strictly enforced, involves liability to Canadian income tax
for any non—resldent company selllng goods to Canadlan
customers, through any person in Cdnddd. :

: Compensatlon for service rendered in Canada is' also
considered to be taxable. If the business of a forelgn company
is that of rendering service, such as englneerlng or consulting,
it would presumably become liable to income tax in respect of -

. the service rendered in-Canada, regardless of whether or not it
maintained an office or fixed place of buslness in Canada.
However, where a foreign company renders service as part of a
contract of salc, the profit derived therefrom would not be
subject to Canadian income tax, provided the contract had been .
made. directly with the customer and the foreign company ‘was not
otherw1se con81dered to be carrylng on bu81ness 1n Canadaof

- The use of substantlal equlpment or machlnery w1th1n‘
Canada at any time in a taxation year might render a non-
re81dent company or individual liable to Canadldn 1ncome taxo
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The Depdrtment of National Revenue has made it clear that a
non~resident company or individual can become liable to -
Canadian income tax without having a fixed place of buslness
in Canada, On the other hand, the necessity of obtaining a
provincial licence to do buslness, ifand when required, is
‘not a determining factor in ascertaining whether a foreign
company is liable to federal income tax, : :

When profitable contracts by or for non-residents
are made- in Canada, by persons in Canada, and the goods are
delivered (whether from stock kept in Canada or by consignment
forwarded from abroad) and payments are received by or for the
non-resident in Canada, then business is clearly being cdrrled
on in Canada within the meaning of the Act, and the non-
resident is liable to income tax assessmcnts on. the proflts
for such Canadian bu51ncss. '

Similarly, liability attaches if the contracts are
concluded and the deliveries made in Canada, though payment is
made abroad; or if the contracls are concluded and payments
made in Canada,: but the delivery takes place abroad.

Finally, the mere fact that orders are taken. in Canada
is, regardless of circumstances, considered sufficient to render
the non-resident company or individual liable to income tax on
the profits from such business. A Canadian or non-resident

salesman, representative or broker may merely solicit orders,
which may be accepted, delivery made, even payments made outside
of Canada, but notwithstanding all these facts, the foreign
business enterprise would be ‘liable to tax on: the proflts
aceruing from such sales.

Profits derived from sales made directly to Canadian
customers without the intervention of any person or company in
Canada is, apparently, the only clear-cut method that would not
entail liability for a foreign business enterprise operating
outtside a double taxation agreement when the provisions of
Subsection (b), Section 139(7), are applied.

Foreign Companies Under Double Taxation Agreements

, "Cdrrylng on business in Canadd" is deflned, for
federal income tax purposes, in the double taxation agreements
between Canada and Australia, Denmark, Federal. Republic of -
Germany, Finland, France, Ireland, Netherlands, New Zealand,
Sweden, Republic of South Africa, the United States of America
and Japan, The provisions of these agreements take. precedence
over the Income Tax Act.itself where a question of definition..
or application arises. '
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"The agreements provide that an enterprise of one of
the contractlng countries may be taxed by the other. country
only on the industrial and commercial profits allocable to its
permanent establishment in the latter country. "Permanent
establishment" is defined as including branches, mines and oil
wells, farms, timber land, plantations, factories, warehouses,’
offices, agencies and.other fixed places of business.

Where an enterprise of one of the above countries
carries on business in Canada through an employee or agent estab-
lished here, who has general authority to contract for his
employer or principal, or who has a stock of merchandise from
which he regularly fills orders which he receives, such enter--
prlsc is deemed to have a permanent establishment in Canada and
is, therefore, -liable to Canadian taxation. However, the fact
that an enterprise of one of the contractlng countries has
business dealings in Canada through .a commission ‘agent, broker
or other ‘independent agent, or malntdlns in Canada an office
used solely for the purchase of merchandise, is not held to
mean that the non-resident company has a permanent establishment
in Cdnddd. : :

NON-RESIDENT PERSONS

For the purposes of this context, nonére51dent persons
may be divided very broadly into three main classes: (1) non-
resident persons carrying on business in Canada; (2) non- .
resident persons working in Canada; (3) non- resident persons
receiving income from Canadian sources.

Non-Resident Persons Carrying on Business in Canada

A non-resident partnership or sole proprietorship is
considered to become liable to Canadian income tax, in respect
of business dealings with Canadian customers, in the same manner
as a foreign company carrying on business in Canada through the

medium of a branch organization. The definition of "carrying on
business", ‘as found in the section dealing with "Canadian branches
of foreign companies", -'nrluding modification for those business

entcrprlses of countries under a double taxation agreement with .
Canada, is. equally pertlnent to the deallngs of an unlncorporated
bus1ness enterprise.

Taxable income earned in Canada by & non- resldent
partner or sole proprietor is considered to be the part of his
income for the year that may reasonably be attributed to the
business carried on by him in Canada, minus appllcable
deductlons. '
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The profits on a non-resident partnership or sole
proprietorship from business carried on in Canada, whether or
not that income is withdrawn by the owner or owners is, for
Canadian taxation purposes, allocable to each owner in accord-
ance with his agreed share of the profits. The profits become
income of the owner(s) for the calendar year in which the fiscal .
year of the businesgs ends.

A non-resident individual .who is employed in Canada
or who carries on business in Canada, either as a sole proprietor
or a member of a partnership, pays tax at the graduated rates
only on his taxable income attributable to the employment or.
business in Canada, If he has investment income from Canadian
sources not related to the business carried on in Canada, this
investment income is not combined with the income from the
employment or carrying on business in Canada, but, instead, is
subject to the tax on non-residents withheld under Part III of
the Act., (This same rule applies to non-resident corporatlons
carrying on business in Canada.)

Non~Resident Persons Working in Canada

A person who "sojourns in Canada in a taxation year
for a period of, or periods the aggregate of which is, 183 days
or more", is deemed to be a resident of Canada and is taxable
on income from all sources, both within and without Canada., A
credit is allowed for taxes paid to a foreign government om
income earned in such other country.

A non-resident who is present for less than 183 days
is also liable to Canadian income tax, but only on that part of
his income received for work performed in Canada during his stay
in this country. Such income is taxable in a manner similar to
the taxation of income in the hands of resident Canadians. This
person is allowed to claim a pro rata portion of a full yedr's
personal exemptlons,

Liability may not arise in all cases, however. Excep-
tions are to be found in the tax agreements which Canada has ‘
concluded with the United States, France, Ireland, Australia,
New Zealand, Sweden, Denmark, Netherlands, Finland, West Germany
and Japan. R '

Under these agreements, there are certain situations
where the earnings of an employee temporarily resident in Canada
are not subject to income tax in this country. However, the
Department of National Revenue must have proof that the individual
is exempt from such liability before permission is given to waive
the deduction of tax at the source. (See sectlon on*Personal
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Income Tax). Unless permission has otherw1se been obtalned
an employer is required to make authorized deductions on a .
monthly basis and forward the amounts so collected to the
Receiver General of Canada. The tax deducted at the source
and paid in by the employer will .be refunded .to the employee
when he proves that he is entitled to e\cmptlon.

Non~ReS1dent Persons RecelVlng Income From Canddlan Sources

, Persons rcsldent outslde Canada who recelve income
from Cdnddlan sources, are requlred to pay (v1a deduction at _
source) a withholding tax on payments or amounts credited to

their accounts in respect of dividends, interest, income from

a trust or estate, rents, royalties, alimony, etc. Reference
has already been made to such withholding taxes. in .a precedlng
scctlon.~ »

MiSCELLANEOUS“PROVINCIAL TKXES:J“

Prov1nclal taxes on capital, place of business, miles
of tract,  etec. (goncrdlly rcferred to as "corporation taxes", -
as opposed to corporation income taxes) are deductlble in '

computing income for federa] income tax purposes, Slmllarly
provincial taxes on the 1ncome ‘from mining operations are
deductible in computing income for federal purposcs. A tax '

. credit may also be claimed in respect of provincial taxes on
logging income. This credit is a deduction from federal income
tax otherwise payable of an amount equal to- 2/3 of a provincial
tax on income from logglnc operations not exceeding 2/3 of 10%"
of the corpordtlon's incone from logging operations in the
province, \ ‘ o

It should be mentioned that taxes on the 1ncome of
mining and logging operations are additional to revenues derived
by all of the provinces from rcntdls, royalties, stumpage dues

and other charges imposed at varying rates on mineral and forest

reserves. Rentals, royalties, stumpage dues, etc., are normally
deductible for federal income tax purposes. : -

Tax on Minin040perations

"Bight of ‘the ten prov1nccs levy a tdx or royalty, on

the 1ncome of flrms engdged 1n mlnlng oporatlons.

) British Columbia 1evies a tax at the rate of 10% on
income in excess of $25,000. Manitoba - at the rate of 8% on
income in excess of $10,000, although during the first year of
production the tax is 0% only, and during the second yedr 7%o
New Brunswick - at rates graduated from 7% on proflts in excess.
of $10,000, to 97 on profits over $5,000,000. Newfoundland -
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at a rate of 5% - at the rate of 20% in the case of a mine from
which iron ore is recovered, but not in any event to.exceed the .
amount that would be paid if the tax was levied at the rate of

10 cents a ton on the first 1,500,000 tons of iron ore recovered,
and 8 cents a ton on each additional ton of iron ore recovered.
Ontario - at rates gradudatced from 6% on income between $10,000
and $1,000,000 - 11% on profits between $1,000,000 and
$5,000,000, and 12% on profits in excess of $5 000,000, ' Quebec -
at rates graduated from 4% on income of $10,000 dnd over, to 7%

on income over $3,000,000. In Nova Scotia, gypsum producers
pay a tax of 33 1/3 bascd on an arbitrary profit rate of $0.18°
cents per ton e.g. - a tax of 6 cents per ton. In addition,

royalties fixed by statute are paid by coal, gold, silver, iron,
copper, lead and zinc mining operations. For coal the royalty
is 12 1/2¢ per long ton; for the other minerals, it-is fixed at
2% of the net return on sales, with one half of this refundable
if processing within the province is carried beyond a defined

point. Royalties on other minerals are fixed by Order-in-Council,

but are of the same magnitude.

In Saskatchewan royalties are payable to the Crown
for quavtz mining opcrdilons commencing after January 1, 1947.
The rate is 12 1/2% of profJLS. However, no royalty is payable
during the firgt three yeuarsg of production, or until a net
profit of $2 million is earned. ’ '

Tax _on Logming Operations

The Provinces of British Columbia, Ontario and Quebec
levy a tax on the income of firms engaged in logging operations.
In British Columbia the tax is 10% on income in excess of
$25,000. In Ontario and Quebec the rdte Js 9% on income in
excess of $10,000.

Capital Taxes

The Province of (uebec imposes, in general, a tax of
1/10 of 1% on paid-up capital. Paid-up capital is defined as
being the total of capital stock, cecarned surplus, reserve funds,
bonds, debentures and mortgages, and loans and advances from
other companies of a fixed nature, less certain deductions for
goodwill and investments. The Province of Ontario imposes a
general capital tax at the rate of 1/20 of 1% on taxable paid-up
capital, However, this tax is subject to reduction, as it is
one of ‘the special taxes which, in aggregate, is payable only
to the extent it exceeds the amount of ‘the provincial corpora-
tion income tax..
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Place of Business Tax -

The ‘Provinces of Quebec and Ontario have a general
place of business tax. . In Quebec the tax ranges from $20.00
to $50.00 for ecachr place of -business, with higher amounts being
levied in the cities of Montreal and Quebec. In Ontario,
~although reduced rates of tax apply to certain companies, the
general rate of tax is $50.00 for each egtablishment, but it is
payable only to the extent that the combined specidl taxes
exceed the amount of the provmnc1al corpordtlon income . tax.
Banks, .railways, telegraph companies, e\press companles,
railway-car companies and insurance companies in- Ontario are
not subject to the general place of business tax or the general
capital tax, but are liable for special taxes computed on . :
varying bases to the extent that they, with the exception of
the 2% tax on insurance premiums, exceed the provincial corpora-
tion income tax payable. . ‘ :

Land Transfer Tax

_ \ The Provinces of Alberta, Ontario and Quebec levy a
tax based .on the price at.which ownership to land is transferred.
In Alberta it is considered as an insurance. against error in
description and is referred to as an agsurance fund on real.
value; the rate is 1/5 of 1% up to $5,000 - and 1/10 of 1% over
$5,000; in Ontario a straight 1/§5 of l%, in Quebec the rate is

2. 57 of the purchase price in the case of propcrty transferred
under Bankruptcy or Winding-up Acts. : :

The Provinces of BrLLlsh Columbla Saskatchewan and
Manitoba do not have a land transfer tax, but have an equlvalent
in the land titles fees which are based on land values. While
the Province of Nova Scotia ‘does not have a Land. Transfer Tax,
the County of Halifax levies buch a tax dt thc rate of 1/2 of
1% of the total value.

Tax on SccurltxATransicxs

The Prov1nces of Ontdrlo and . Quebec 1cvy a4 ‘tax on
~the sale price of scourltles transferred. . The rates in each
province are:- '

Shares sold, transferred or dss1gncd',

zValﬁe,ﬁﬁder $ ~jll--, L 1/10 of 17 of value‘
n at .. .1to.- 5 - 1/4 cent per share
Jwoon 5 to 25 - 1+  cent per share

meon 25 to.50.. - 2 cents per share-
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Value at $ 50 to 75 - 3 cents per shafe-
n " 75 to 150 - 4 cents per share
"o over 150 _ ~ 4 cents per share plus

1/10 of 1% of value in
excess of $150

Bonds and debentures, 3 cents for eVéry $100 or fraction
thereof of par value. ‘ : : :

Insurance Premium Tax

All the provinges have enacted a 2% tax on the
premium income of insurance compdnloq dOILVLd from business
transacted within the province.

MUNICIPAL TAXES

Pfoperty Taxes

Property taxes in- Cdnddd are almost exclusively a
munlvlpdl government 'levy. No provincial government now
imposes a province-wide tax on real property, although COPtdln
provincial governments -impose property taxes on land in :
unorganized tcrr:torles and/or on other special ola351f10dtlona S
of land. : '

Municipal property taxes are based on the assessed
vialue of real cstate. Methods of determining value vary so
widely that it would be dimpracticable to dttcmpt to outline
actual asse&smcnt practices.

Tt may be said, however, that in most centres the
value of property for Laxatlon purposes is considered to be a
percentage of the real value, 7This percentage is frequently
fixed by law although, in practice, the actual assessment
usually does not come close to the percentage S0 specifiedu

Municipal taxes on business property are payable by
the owner of the property and are deductible for purposes of
filing a federal income tax return.

Buginess Taxes

In the case of rented premiscs Lhe business tax,
unlike the property tax, is levied directly on the tenant. The
business tax is usually smaller than the property tax for most
businesses. Methods of determining the amount of business .tax
vary so widely that it would be impractical to attempt to out-
line dctudl assessment practices. It may be said, however, that
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there are three bases of assessment in use: a fraction of the

property assessment, the annual rcntal value of the premlses,
and the area of the premises.

Munieipal business taxes are deductlble from gFOSS
income when filing a federal income tax return.

Business Licences

~ In many of the larger municipalities, buslnesses
operating within the’ municipality are charged an annual. licence
fee. In many instances this fee is over and above property and
business taxes, although in some cases the fee is designed to
replace the business tax, This is particularly true in the case
of a new business not entered. on the ass essment roll durlng the
first year of operations.

Business llcence fees .are deductlble expenses for,
purposes of computing Laxable income under the. Federdl Income
Tax Act. : :

FOREIGN TAXES ON INCONE EARNED IN CAﬁADA

Apart from measures of relief from double taxation .
as found in the conventions which Canada has concluded with
other countriecs, there are also specific provisions written
into the income tax laws of these and most other countries with
which a non-resident investor in a Canadian enterprise may be
concerned. -While these provisions vary from country to country
it can be generally stated that Canadian taxes on income earned
by foreign investors are normally available as a full or partial
credit against taxes payable thereon in the inve storts’ country

of residence. In some cages, Canadian tax payments can be

considered as a deductible expense in calculating the investor's
tax 1ldblllty in bhis country of resldenee.

In all cases investors are well advised to discuss
the subgeot of tax liability on income earned abroad with tax

-authorities in thclr oountry of resmdenee.




APPENDIX AN

RATES OF PERSONAL INCOME TAX - PROVINCE'OF QUEBEC

Rate on

f?axable Income - Tax én Column 1 | . Excess
$ AA:l,OOO or less | 4.8% |
$ 1,000 | _V 48 | f O 6.z
§ 2,000 110 | | " 7.5%
$ 3,000 185 e o 8.a%
$ 4,000 | C269 9.7%
$ 6,000 . . 463 | _ 11.4%
$ 8,000 ‘A o 691 - o 13.2%
$ 10,000 R 955 - S 15.4%
$ 1z,o¢o - | 1,203 L 17,6%
§ 15,000 1 - 1,791 R 19.8%
$ 25,000 . 3,771 | 22.0%
$ 40,000 ‘ 7,071 ~ 24.2%
$ 60,000 ‘ 41,91k _ 1 26 .4%
$ 90,000 g 19,831 o 28-.6%
$ 125,000 29,841, - | o 30.8%
$ 225,000 . A. _60,641 - 33.0%
$ 400,000 . - - 118,391 | o . 35.2%

(for the taxation year 1965)
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BASIC FEDERAL INCONE TAX ON PERSONAL® INCOMES

Taxable Income - - . .0 o Tax.

$ _i,QéO dr'lesé  "f«tf e _}11% ;'

"$-. ri;0oos ' --v :. ©o - 110 + 14% on next 1,000
$ z;ood::' ‘ ; . 250 + 17% on next 1,000
.\3;060 : R 420 +ﬂl9%56n:next~i;‘ 1,000
-4;900 0+ 610%-22% on next  * 2,000
| | .2,000

2,000

$
$
"$: v6;000 o V: '~i;050w+'29%;0n.néxt‘j;
.$ 8,006f‘ - , o 1,570l+ 30% on péxg
$

10,000 . 2,170 + 35% on next 2,000

3,000

S D S - L

$ 12,000 2,870 + 40% on next
$ 15,0000 . 4,070 + 45% on next 10,000

15,000

&%

25,000 . 8,570 + 50% on next -
40,000 - 116,070 -+ §55% on next . ' §$ 20,000
160,000 27,070 + 60% on next § 30,000
125,000 - - - 67,820 % 70% on next 100,000

225,000 - 137,820 + 75% on next' . - . $. 175,000

$

$

$
K 190,000 - 45,070 + 65% on next - :_A ) 35,000
. ; \ | »

$

$

400,000 - 269,070 + 80% on remainder
3»Iniaddition to the above there is an 0ld Age Security Tax
" of 4% per annum, maximum $120.00. The maximum is feached at taxable

. incoite of $3,000.



The basic fedérai tax ié subjégb~£b twb.gengrgl:réﬁudtions:/

(a) a deduction to‘take éare 6f;pfovihcial tax, This
deduction in 1965 is Zl%;bf-bésic,federal tax, in“
respect vaihcomé eénhéd iﬁ all'profinccs‘exceptv'
Quebec, fof Whidh it.isz44% 6fvbaéic'Federal'bax;,

and

(b) a tax reduction. of 5% of basic Federal tax to a -

maximum of $300, in 1965 and lQ% of basic Federal

tax to a maximum off$600.‘ﬁhereaftef.‘




requirements:

- APPENDIX "C"

' Thedfollowing”is an»abridged'version.of;thé1actua1

'"Cahadian Ownership"

The requlrements whlch ‘a company . must meet to quallfy

'\for ‘the 50% deprec1atlon allowance on new machlnery and equlpment

(except in the case of new enberprlses located 1n d351nnated

areas) and Ffor the reductlon in. the rabe of withhold1n¢ tax on,-:_

v»dlvldends from 157 to 10£ are as. follows

1. The oompany must be a r381dent of Canada.o

()

(8)

No lees than 45% of the company's 1ssued
and oubstandlnr votlng bhares and no less

than sz ofvthe<equ1ty share,capltal of_thel

oompany nust Be-owned;ianaﬁada;(b& ihdl#ld&ale_

and/or by'Canadian controlled:oompaniee).

" OR

A class or..classes of:voting shares and a
.‘class .or. classes of equlby shares representlnG:M

~ not 1ess Lhan 507 of the equlty share caplbal

of the company must be listed.on a. Canadlan
stock exchange and no more bhan 7SA of ‘the

equlty share’ capltal, nor more than 75£,Qf

the voting shares must be owned abroad by

one non-resident person or related persons.
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3. Beginning in 1965, at least'ZS% of ‘the directors
of the company must be resident in Canada.

To qualify as having a degree of Canadian ownership
in a particular taxaﬁipn year, ‘a company other than :a new’
corporation, must have met each of the three requirements des-
cribed above throughout the last sixty days-éf the immediately
precedihg'faXAtion year. Howavérg bécause there may be cases
where companies will experience difficulty in meetiﬁg the;feiﬂqut'
gquirements in the initiél yvears, the Act provides an alternative

period which a company nay use as its qualifying period for the

1963, 19064 and 1965 taxation years. If a company so elects it
may, for the 1963 taxation year, use a sixty-day period commencing
after June-13, 1963, and ending before May 1, 1964. For the 1964

and 1965 taxation years, an elective period is any,sixty-day'

period commencing after June 13, 1963, and eundins hefore January

1, 1965. In addition n years,

DATE DUE

a corporation méy sej m— .0 day

1.

N
| .
period commencing 60 I | rear.

|
i
|
|
i

ANADA

92

/INDUSTRIE C

23

2

STRi CANADA

INDU:!

!
|
|




~ APPENDIX "D

ALEligible Areas Under the Area Development .Incentives. Act

.}The\folldwihg.Natiohal Employment Service officé~areés-

Néwfdundizﬁhd

. Corner Brook

 Grahd.Fa1ls*:

”'qualif&ffdﬁ.QGSignation:

" British Columbia’

Kelowna

Penticton

St.AJohn's'(Labrador%)‘Verndn

Alberta

" Prince Edward Island
. Charlottetown

 Bummerside

. Nova Scotia -

Antherst

Bridgewater

Inverness

Kentville

Livefpdoi

‘;New G1ésgow ‘
Sﬁringﬁill‘ K

Sydney.

Sydney Mines

Truro

- Yarmopith ‘

Blairmore

NewuBrunswick
.Bathurét_

Campbellton - -

Edmgndston

~ Minto
'ﬂMoncton

_ Newcastle

St._Stephen
sSussex

Woodstock

‘Quebec
. _ Alma

Causapscal

' :Quebec.(Conth) f

Chandler

Chicoutimi

\Dolbéaqu

Gaspé -

" Jthuiére
La Malbaie
" La Tuque

fLouiseVille S

Maniwaki

Matane

Mégantic -
.AMQét Laurier
: Moﬁhmagny

 ﬁew,Ricﬁm0nd

" Port Alfred

Robérval"

" Rimouski .

‘Rividre du Loup



-2 -

Qgébec (Cont'd) - _nOntarigs(Cont‘d)
Shawinigan | Owen Sound
Ville St, Géorgeén :Céilingwaod x
Ontario - Midland
Bracebridge . . Manitoba 

Elliot Lakev, ,vv Brandon

Parry Sound . Daupnin

Sturgeon Falls " The Pas

In addition, the following Counties and Census Divisions

qualify for designation:

Queen's)N.B. ' : " Census
Beauce, P.Q.' : " Census
Labelle, P.0Q. | " Census
Pontiac, P.Q. | : ' Census
Haliburton, Ont. A ' Census
Parry Sound, Oht. ’ Cehsus
Manitoulin Island, Ont. . - Census
Census Division 10, Man. I Census

to include Lake Melville district and coastal

the 55th parallel.

. Saskatchewan

Lloydminster

North Battleford

‘Prince Albert’

Yorkton

Division 12, Man.
Division 18, Man.
Division 19, Man.'
Division 5, Sask.
Divisidn 10, Sask. -
Division 13, Sask,
Division 12; Alta.

Division 13; Alta.

settlements éouth,of




