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CONSOLIDATED INDEX

(Figures in brackets are references to volume numbers . )

ABATENMENTS, provincial tax, (2) 97-99, 110, 289-290, 292, 301, (3) 101,

(6) 189-191, 219; to corporations for dividends paid, Committee-of-Four

proposal, (4) 38-44 .

ABILITY TO PAY, as basis for taxation, (2) 10-13, (3) 3-36; defined as

"discretionary economic power", (3) 5-21, 32 ; recognition of differences

in income, (3) 8-13, 32-33 ; recognition of differences in family

responsibilities, (3) 12-18, 33-34 ; recognition of differences in specific

non-discretionary expenses, (3) 18-21, 34 ; measurement of "economic power",

(3) 22-31; recommendations, (3) 32-36; as principal objective in

developing tax rate schedules, (3) 154-156, 198-199 .

ABSORPTION COSTING, (4) 288 .

ACCESSIONS TAX, comparison with integrated transfer tax, (3) 593; possible

use of for gifts, (3) 596-597 .

ACCOMMODATION, comparison of cost for married couples and unmarried

individuals, (3) 15; transient, rental, (5) 68, 79 .

ACCOUNTANTS, service on Tax Appeal Board, (5) 112; recruitment and remuneration,

(5) 147 .
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ACCOUNTING METiODS AND PRINCIPLES, cash basis v, accrual method for computing

comprehensive tax-base, (3) 71-75, 106, (4) 249-252, 440-445 ; application

of accounting practices in determining income from business or property ,

(3) 75-76, 106, (4) 216-220, 285, 581-584 ; present use in determining

deductions, (3) 77; definition of "accounting practices", (4) 288; use in

segregating exploration and development costs, (4) 301; of financial

institutions, (4) 384; in the construction industry, (4) 460-465; for the

integration of corporation and personal income taxes, proposals, (4) 661-701 .

ACCRUAL MEIIiOD, of accounting, see ACCOUNTING METHODS AND PRINCIPLES .

ACTUARIAL RESERVES, defined, (4) 404; present investment yield assumptions,

(4) 408-409 ; alternatives to present tax treatment, (4) 419-421 ; proposed

tax treatment, (4) 422-424 ; adjustment of surplus acoounte at the effective

date, (4) 431 .

AD VALOREM TAXES, excise, (5) 84 ; alcoholic beverages and tobacco products,

possible use of, ( 5) 87-88 ; excise tax rates, (5) 219 .

ADJUSTED COST BASIS, see COST BASIS .

ADMINISTRATION, transactions taxes, see TRANSACTIONS TAXES ADMINISTRATION;

income tax, see INCOME TAX ADMINISTRATION; Excise Act, see EXCISE ACT

ADMINISTRATION; assessments, see ASSESSMENPS; appeals, see APPEALS,

ADMINISTRATIVE, and APPEALS, JUDICIAL; general tax, see TAX ORGANIZATION;

effect of block averaging proposals, (3) 269 ; of tax on property gains,

(3) 382-383; tax, problems in preventing tax deferment in connection with

pension and insurance plans, (3) 411; of taxes on gifts, (3) 510-513 ; of

tax on life insurance companies, (4) 427; of international taxation ,

(4) 561-566 ; of manufacturer's sales tax, ( 5) 21; of wholesale sales tax,

(5) 33 ; comparison of value-added and single-stage taxes, (5) 48 ; present,

(5) 103-110 ; problems, (5) 109-110 ; recommendations, (5) 131-157 ; federal-

provincial relations, ( 6) 188, 194-195, 214 .

AD MINISTRATION BRANCH, (5) 104, 149 .
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ADVANCE RULINGS, see RULINGS .

ADVERTISING, as cost element, (5) 7, 12 ; costs of importer, (5) 20 ; newspapers

and magazines, sales tax exemption effect, (5) 65 .

ADVISORY BOARD ON MINISTERIAL DISCRETION, (5) 127 .

ADVISORY COMMITTEE ON OVERSEAS INVESTMENT, (4) 511 .

AGED, concessionary allowances for, proposals, (3) 220-221 ; deemed gift with

respect to free room and board, (3) 229 .

AGRICULTURAL ORGANIZATIONS, see NON-PROFIT ORGANIZATIONS .

AGRICULTURE, see FARMERS .

AIRCRAFT, employee use, (3) 306 ; of non-residents, tax exemption, (3) 532 .

ALBERTA, oil production, (4) 326; revenues from oil resources, (4) 349 ;

provincial sales tax, (6) 209, 211.

ALCOHOL, excise duties, (5) 9 ; sales tax exemption, (5) 61 ; duties under

Excise Act, (5) 83; ad valorem tax rates, (5) 87-88 ; excise duties,

continuation, (5) 88 ; excise levies, recommendations, (5) 92 .

ALCOHOLIC BEVERAGES, see ALCOHOL .

ALIMONY AND MAINTENANCE, present deductibility of payments, (3) 81; payments,

tax treatment for family tax unit, (3) 130 .

ALLOCATED SURPLUS ACCOUNT, (4) 52 .

ALLOCATION OF CORPORATE INCOME, see CORPORATIONS .

ALLOWANCES, sales tax, (5) 63 .

AMALGAMATIONS, corporate, see REORGANIZATIONS .

AMUSEMENT AND ENTERTAINMENT, places of, (5) 68 ; devices, (5) 84-85 .
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ANNUAL REPORT, Taxation Division, (5) 137-138 .

ANNUITIES, see also RETIREMENT INCOME PLANS; registered, government, use

for income averaging, (3) 274-275, 280 ; as retirement income plans, (3 )

401; individual, present tax treatment, (3) 403, 405-406, 408; non-registered,

proposed tax treatment, (3) 434-436 ; as gifts, (3) 491-494, 514, 518 ;

government, payments under, (3) 536 ; group, selected data, (3) 581 ;

alternative tax treatment, (3) 610 ; provided under trusts, (4) 185 ;

investment yield assumptions for life insurance companies, (4) 407; issued

by life insurance companies, (4) 421-422 .

APPEAL BOARD FOR TRANSACTIONS TAXES, possible need for, (5) 165 .

APPEALS, ADMINISTRATIVE, present system, (5) 106 ; income tax, recommendations,

(5) 161-163 ; letter of intention, (5) 162 ; pre-assessment conference ,

(5) 162; district conference, (5) 162-163; regional conference, (5) 163 ;

choice of conferences by taxpayer, (5) 163; power to act under Section

58(3) of the Income Tax Act, (5) 163; transactions taxes, recommendations,

(5) 164, 167-168 .

APPEALS, JUDICIAL, Tax Court, see TAX COURT; taxpayers' rights, (2) 14-15 ;

under section 138A(1), (4) 14, 603, 712 ; re tax-exempt status of

charitable organizations, (4) 135; re qualification as new and small

businesses, ( 4) 279; Exchequer Court, (5) 110, 112, 114-115, 166 ; Supreme

Court, (5) 110, 115, 167 ; Tariff Board, (5) 110-112, 115; Tax Appeal

Board, (5) 110, 112-113, 115-116; recommendations, (5) 164-168 .

APPEALS SECTION, separation from Review Section, (5) 163 .

APPELLATE DIVISION, institution at regional level, (5) 163 .

APPLIANCES, household, (5) 68 .

AREA DEVELOPMENT INCENTIVES, see TAX CONCESSIONS, also DESIGNATED AREAS .
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AREA DEVELOPMENT INCENTIVES ACT, (2) 135, 175 .

ARNO FORCES, returns, (5) 144.

ARTIFICIAL TRANSACTIONS, share transfers, (4) 72-73; caused by corporat e

losses, (4) 260; affecting prices, (4) 264 .

ASSEMBLY, as cost element, (5) 12 ; marginal operation for sales tax

purposes, (5) 18 .

ASSESSMENTS, quick, (5) 105, 144 ; income tax returns, (5) 105-106; recom-

mendations, (5) 143-144 ; for misrepresentation, limit to fraud, (5) 144 ;

provisional, ( 5) 144; transactions taxes, (5) 156, 168 .

ASSESSMENTS BRANCH, (5) 104 .

ASSESSORS' GUIDE, information made public, (5) 136 .

ASSISTANT DEHJTY MINISTER, excise tax administration, (5) 107 .

ASSOCIATED CORPORATIONS, use to avoid tax, effect of full-integration

proposals, (4) 9; present and past provisions, (4) 280-281 ; comments on

present legislation, (4) 710-714; election to be taxed as partnership,

(4) 718 .

ASSOCIATION OF CANADIAN DISTILLERS, (5) 91 .

ATHABASKA TAR SANDS, effect on oil reserves and need for tax concessions,

(4) 326-327 .

ATLANTIC DEVELOPMENT FUND, (2) 115 .

ATLANTIC PROVINCES, regional unemployment rate, (2) 29, 46, 279 .

ATTORNEY-GENERAL OF NOVA SCOTIA et al.v, ATTORNEY-GENERAL OF CANADA, (6) 205 .

AUDIT, income tax, (5) 105-106, 145-146; excise tax, (5) 108 ; dollars of tax

increase per hour of assessing effort, (5) 145-146; transactions taxes ,

(5) 154-155 .
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AUDITOR GENERAL, report, (5) 149 .

AUSTRALIA, export incentives, (2) 205, ( 5) 72; income averaging, (3) 250 ;

tax avoidance legislation, (3) 572, (4) 612 ; tax convention with, (4) 567 .

AUSTRALIAN CONJNQSSIONER OF TAXATION, annual report, (5) 137 .

AUSTRIA, income averaging, (3) 250; use of net wealth tax, (3) 600, 604 .

AUTHORS, income averaging, present legislation, (3) 245-246 ; income averaging

in Australia, (3) 250 .

AUTOMATIC FISCAL POLICY, see also FISCAL POLICY and BUILT-IN STABILITY ;

definition, (2) 286 .

AUTOMOBILES, employee use, (3) 306; manufacturer's sales tax, (5) 32; repairs

and maintenance, (5) 68 ; as producer goods, (5) 71 .

AVERAGING, see INCOME AVERAGING and BLOCK AVERAGING .

AVOIDANCE OF TAX, by income splitting, see INCOME SPLITTING; through multiple

trusts, see NIULTIFLE TRUSTS; by surplus-stripping, see SURPLUS-STRIPPING;

through tax havens, see TAX HAVENS ; effect of adopting comprehensive tax

base, ( 3) 71; recommendations, (3) 103-105, 111; examination of the

problem, (3) 537-578; the meaning of "tax avoidance" and "tax evasion" ,

(3) 537-538 ; methods, (3) 539-540 ; whether tax avoidance is an evil ,

(3) 540-543 ; the attitude of the courts, (3) 543-552; the attitude of the

legislature, (3) 552-573; conclusions, (3) 573-575 ; effect of present

system of taxing organizations, (4) 4; effect of full-integration proposals,

(4) 9, 29, 36-37; through present failure to tax share gains, (4) 18 ;

by use of low corporation tax rate, (4) 19, 280, 710-714; possibilities

under proposed corporation tax system, (4) 57, 71-72, 666; by use of

trusts, (4) 151, 154-155, 180-181, 195-199, 202 , 536, 555, 591; through

exploration outside Canada, (4) 348 ; use of section 28(1)(d), (4) 511;

through foreign business corporations, (4) 558-559; international, (4)

561-563 ; effect on corporation tax base of reducing tax avoidance, (6) 9 .
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AWARDS, to employees, (3) 307 .

BAD DEBTS, see DOUBTFUL ACCOUNTS .

BALANCE OF PAYMENTS, see also INTERNATIONAL ECONOMIC RELATIONS ; effect of:

deficit financing on, (2) 69; maintaining equilibrium, ( 2) 188 ; accounts,

basic concepts, (2) 189-192; and full employment and price stability ,

(2) 192-199 ; and economic growth, (2) 206-209; effects of tax reforms,

(6) 155-164, 174-175; effects of tax reforms on the current account,

(6) 156-158, 174; effects of tax reforms on capital flows, (6) 158-162,

174-175 ; indirect effects of tax reforms, (6) 162-164, 174-175 .

BANK ACT, (2) 163 .

BANK OF CANADA, (2) 75, 78, 102, 216, (4) 381-382, (5) 98, (6) 148 .

.BANKRUPTCY, treatment of debt cancellation, (3) 531 .

BANKRUPTCY ACT, (3) 530, 535 .

BANKS, assets, (4) 381; tax treatment of, (4) 382-402 ; present tax treatment'

of reserves, (4) 385-387 ; evaluation of present treatment of reserves ,

(4) 387-396; proposed reserves, (4) 397-399; exclusion from mortgage

reserve provisions, (4) 400 ,

BARBER AND BEAUTY PARLOURS, (5) 68 .

BASIC HERDS, present tax treatment, (4) 440-445 .

BEER, excise duties on, (5) 86; ad valorem tax rate, (5) 88,

BELGIUM, tax convention with, (4) 567 .

BENEFICIARIES, of trusts, see TRUSTS .

BENEFITS, death, see DEATH BENEFITS ; of proprietors, partners and employees,
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general, (2) 13, (3) 87, 283-308, 315-320; in kind, inclusion in comprehensive

tax base, (3) 43-46, 55; from employment, present Canadian treatment ,

(3) 291-293 , 559-560 ; from employment, tax treatment in United Kingdom,

(3) 293-295; from employment, present United States treatment, (3)

296-297; from employment, proposed treatment, (3) 298-308, 315-320; from

employer contributions to retirement income plans, proposed treatment,

(3) 301-302; from employment, insurance premiums, (3) 302-303 ; from

employment, free, subsidized or discounted goods and services, (3) 304 ;

from employment, fees and dues, (3) 304 ; maximum allowable for Registered

Retirement Income Plans, (3) 423 ; from income insurance plans, taxation of,

(3) 438 ; to members of non-profit organizations, (4) 129-130; to trust

beneficiaries, (4) 180; unallocated, from corporations, treatment under

integration proposals, (4) 697-698 ; from employment, effect of reforms on

personal income tax base, (6) 14-17 .

BFlZJESTS, see also GIFTS ; as a factor increasing "economic power", (3) 25 ;

treatment as dispositions, (3) 354, 394 ; general, (3) 465-519 ; proposed

withholding tax on bequests to non-residents, (4) 488 .

BLENDING, as cost element, ( 5) 12; marginal operation, (5) 19 .

BLINDNESS, concessionary allowance for, proposal, (3) 219 .

BLOCK AVERAGING, see also INCOME AVERAGING; effect of marriage on bloc k

averaging, (3) 126; recommended as income averaging provision, (3) 262-269 ;

period of averaging, (3) 263-264 ; restriction related to size of tax

saving, (3) 264; method of calculation, (3) 264; starting and ending

points, (3) 265-268; treatment of losses, (3) 268 ; comparison with United

States provision, (3) 269; administration, (3) 269 ; computation of income,

(3) 275; recommendations, (3) 277-278; in calculating tax of prospective

beneficiary on accumulated trust income, (4) 171 .

BLUE BOOK, (3) 429 .

BOARD OF DIRECTORS, allocation of corporate income, (4) 55 ; revocation of

election to be taxed as partnership, (4) 70 .
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BOARD OF REVENUE COMMISSIONERS, delegation of tax administration to ,

(5) 109; public discussion of tax problems, (5) 118, 130 ; inquiries on

proposed legislation, (5) 120 ; recommended form, (5) 131-136; issuance of

advance rulings, (5) 138 ; annual report, (5) 138; transactions taxes,

information for taxpayers, (5) 139-141 ; staff recruitment, (5) 147; audit

prograumtes, study of, (5) 155; establishment recommended, (5) 157; reference

function of Tariff Board, (5) 166 ; appeals to Supreme Court, (5) 167 .

BOARD OF TRANSPORT COMMISSIONERS, (5) 133, 159 .

BOARDS OF TRADE, see NON-PROFIT ORGANIZATIONS .

BOND COUPONS, uncashed, inclusion in income, (3) 387 .

BONUS, federal, to provinces, (2) 96; from employment, proposed treatment,

(3) 300 .

BOOKS, see NEWSPAPERS, MAGAZINES AND BOOKS .

"BRAIN DRAIN", effect of tax system, (3) 158 .

BRANCH TAX, extension to life insurance companies, (4) 426 ; application to

foreign general insurance companies, (4) 471; general application, (4) 502 .

BRAZIL, proposed treaty with, (4) 569 .

BREWERIES, inventories, (5) 33 ; effect of conversion to ad valorem rate of

excise duty, (5) '88; payment of excise duties, (5) 89 . ~

BREWERS ASSOCIATION OF CANADA, representation, (5) 89 .

BRITISH COLUMBIA, regional unemployment rate, (2) 29, 46, 279 ; succession

duties, (3) 471, 598-599 ; logging tax deduction, (4) 459; death taxes,

(6) 202 .

BRITISH MEXICAN PETROLEUM COMPANY, LTD.-V. C.I.R., (3) 528 .

BRITISH NORTH AMERICA ACT, (4) 147, 348, (5) u, 37, (6) 204, 205, 207, 210, 216 .
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BUDGET, see also FISCAL POLICY ; comments on 1966 Budget, (2) 61 ; development

of longer term budgeting, (2) 64 ; evaluation of 1953-63 policies ,

(2) 67-81; need for flexibility, (2) 81-85, 108 ; balanced, (2) 88-89, 108 ;

resolutions, (5) 100 ; bills,_(5) 100; speech, (5) 100-102 ; secrecy, (5)

119-120 .

BUILDING MATERIALS, sales tax exemption, (5) 8, 61, 74-81; for public

hospitals, (5) 215 .

BUILDINGS, completed, sales tax exemption, (5) 61 .

BUILT-IN STABILITY, in the Canadian economy, (2) 54-60; effect of provincial-

municipal sector, (2) 93-94; importance, (2) 107 ; and tax leakages,

multipliers and lags, (2) 305-323-

BULLETINS, transactions taxes, issuance, (5) 140 .

BURSARIES, to employees, (3) 307 .

BUSINESS, defined, (3) 327 .

BUSINESS INCOME, foreign, see FOREIGN DIRECT INVESTMENT INCOME; losses, see

BUSINESS LOSSES ; use of accrual method recommended, (3) 73, 106 ; deductions

presently allowed, (3) 77-80 ; earned by dependent child, exemption ,

(3) 135-136 ; of dependants, deposit in Income Ad justment Accounts, (3) 272;

of charitable organizations, (4) 134; of a trust, (4) 167 ; general, (4)

215-293; the present system in general, ( 4) 216-218 ; .appraisal of present

system, (4) 218 ; main problem areas, (4) 218-267 ; application of accounting

practices, (4) 218-220 ; inclusions in the tax base, (4) 220-223; timing of

revenue, (4) 224-227; deductibility of costs, (4) 227-232, 283-284; timing

of costs, (4) 232-252 ; transactions not at arm's length, (4) 263-267; new

and small businesses, (4) 267-282; recommendations, (4) 282-287; of life

insurance companies, tax treatment, (4) 412-416, 422-426, 429-430; inter-

national, present treatment in the United States, United Kingdom and

Canada, (4) 497, 499-502; of non-residents, present Canadian tax treatment
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and proposals, (4) 502, 545-546 ; "carrying on business" defined, (4) 543-545;

effect of reforms on amount included in personal income tax base, (6) 22 ;

effects of reforms on tax revenues, (6) 266 .

BUSINESS LOSSES, present and proposed treatment, (2) 155-156, (3) 92-95, 109,

(4) 217-218, 252-263, 285; losses .of a personal expenditure nature, (3) 42,

(4) 255-258; income averaging, (3) 248; separate businesses, (4) 258-260 ;

consolidated returns, (4) 260-261; transferability of losses, (4) 261-263;

treatment under integration proposals, (4) 696-697 ; inadequacy of present

allowance, (6) 89; effect of reforms on the allocation of capital, (6) 91 .

BUSINESS PROFITS WAR TAX ACT, (4) 733 .

BUSINESS TRUSTS, see UNIT HOLDERS' TRUSTS .

C

CABINET, (5) 99 .

CAISSES POPULAIRES, see CREDIT UNIONS AND CAISSES PDPULATRES,

CALIFORNIAN COPPER SYNDICATE v . HARRIS, (3) 396, 399 :

CANADA GAZETTE, publication of regulations, (5) 126 .

CANADA PENSION PLAN, financing of, (2) 265-266, 274; tax position, (3) 403 ;

effect on personal saving, (3) 415; deemed Registered Retirement Income

Plan, (3) 421, 455 ; benefits, effect on Registered Retirement Income Plan

maximum benefits, (3) 424 ; benefits as transfer payments, (3) 536; effect

on private pension plans, (3) 579-580; use of administration to provide

refundable credits, (5) 64, 78 .

CANADA-UNITED STATES RECIPROCAL TAX CONVENTION, (3) 239 .

CANADIAN AND BRITISH INSURANCE COMPANIES ACT, (4) 413, 467.

CANADIAN BANK OF CON MERCE v, ATi'ORNEY-GENERAL OF CANADA, (5) 151 .
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CANADIAN BAR ASSOCIATION, (4) 37, 229, 292 .

CANADIAN BROADCASTING CORPORATION, financing, excise taxes, (5) 84, 159 .

CANADIAN INSTITUTE OF CHARTERED ACCOUNTANTS, (3) 76, (4) 37, 219-220, 225,

229, 241-242, 378, 581-584 .

CANADIAN LIFE INSURANCE OFFICERS ASSOCIATION, (4) 416,

CANADIAN METAL MINING ASSOCIATION, (4) 377 .

CANADIAN NATIONAL RAILWAYS, (4) 125 .

CANADIAN NATIONAL TELEGRAPHS, (4) 125 .

CANADIAN PACIFIC RAILWAYS, (4) 125 .

CANADIAN PACIFIC TELEGRAPHS, (4) 125 .

CANADIAN PETROLEUM ASSOCIATION, (4), 301, 344, 379, 738 .

CANADIAN UNIVERSITIES FOUPII)ATION, (4) 128.

CANCELLATION OF DEBT, inclusion in comprehensive tax base, (3) 63, 69, 521 ,

528-531, 535 ; present taxability, (4) 223 .

CAPITAL, human, (3) 43; of trusts, (4) 152-153 .

CAPITAL ALLOCATION, effects of proposed tax reforms, (6) 86-94, 170 ; efficiency

of market allocation, ( 6) 87-88 ; a programme to improve the allocation of

capital, (6) 90-93 ; the importance of the improved allocation of fixed

capital, (6) 93-94 .

CAPITAL COST ALLOWANCES, as stabilization tool, ( 2) 60-61, 65; accelerated,

for designated areas, (2) 135-137, 175; accelerated, effect upon dividend

pay-outs, (2) 147, 178 ; use to increase corporate saving, (2) 153-154, 179 ;

effect of present system on allocation of saving, (2) 161-163; recommendations,

(2) 165, 181 ; present deductibility of depreciation, (3) 79-80, (4) 217 ,

237-249; use in proposed system, (3) 88 ; recapture, income averaging, (3) 248-249 ;
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need for transitional provisions, (3) 384 ; effect of purchasing assets

rather than shares, (4) 15 ; accelerated or deferred, effect on shareholders,

(4) 57 ; proposed revaluation of underlying assets on share purchase, (4) 65 ;

for trusts, ( 4) 152; allocation to trust beneficiaries, (4) 154; recapture ,

(4) 221; proposed rules, (4) 237-249 ; new class for present "nothings",

(4) 243-249; use to reduce losses, (4) 254, 262 ; for separate businesses,

(4) 259; accelerated, for new and small businesses, (4) 276-282; effect on

business practices, ( 4) 289 ; adjustments of rates, (4) 290; depreciation not

allowed as exploration and development cost, (4) 295 ; on mining development

costs, (4) 303 ; for the mining and petroleum industries, present, (4) 305;

for the mining and petroleum industries, proposed, (4) 332-343 ; for

farmers ; (4) 440, 449-451 ; for fishing, (4) 452 ; for timber limits ,

(4) 454-455; for woods assets, (4) 455-456; for computing foreign source

income, ( 4) 527; accelerated, treatment under integration proposals ,

(4) 688-691; free depreciation policy as offset to removal of low corporation

tax rate, (4) 721; for the mining and petroleum industries, 1939 provisions,

(4) 734; effect on corporation tax base of accelerated allowance for new

and small"businesses, (6) 9; effect on personal income tax base, of proposed

accelerated allowances for new and small businesses, (6) 15-17; transitional

effects of proposals on tax revenues, (6) 35-36, 40 ; as incentives to

investment, (6) 92, 167-168 .

CAPITAL EQUIPMENT, value-added tax on, (5) 44-45 .

CAPITAL EXPENDITURES, possible taxes on, (2) 60, 65, 106, 108 ; on scientific

research, (2) 137; investment credit for, (2) 154; present prohibition of

deduction, (3) 79-80, (4) 217; proposals, (3) 87-88, 107-108; effect of

tax rates, (3) 164; proposed deduction in computing business income, .

(4) 228-230 ; effect of proposed corporation income tax changes, (6) 96,

100; effect of proposals on expenditures of corporations with special

concessions, (6) 118-119, 172; by smaller corporations, effects of

proposals on financing, (6) 147 .
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CAPITAL FORMATION, see also SAVING; determinants, (2) 142-165; the rate of

investment, (2) 142-149 ; the rate of saving, (2) 149-154 ; the allocation

of saving, (2) 154-163; the retention of earnings by corporations and the

capital market, (2) 163-165; increasing the investment and savings rate

at full employment, (2) 165-168 ; recommendations, (2) 177-181 ; financed

by foreign direct investment, (2) 193 ; by corporations, effect of proposals,

(4) 9, 33-34, (6) 94-133, 171-173 ; estimates of the proposed corporation

income tax changes allocated by industry, by type of reform and by

ownership, ( 6) 94-100 ; effects on the rate of saving and capital formation

by large resident-owned corporations with no special tax concessions ,

(6) 100-118, 171; effect on the rate of fixed capital formation, (6) 106-111;

financing an increased rate of fixed capital formation, (6) 111-118; effects

on the saving and capital formation of other businesses, (6) 118-128 ;

effects on large non-resident-owned corporations with no special tax

concessions, (6) 118-119, 171-172 ; effects on mining and petroleum

corporations, (6) 119-125, 172; effect on small corporations, (6) 125-127,

172; effect on unincorporated businesses generally, (6) 127-128, 172 ;

estimates of changes in business saving, (6) 129-133, 173 ; overall effects

of proposals, (6) 150-155 .

CAPITAL GAINS, see PROPERTY GAINS .

CAPITAL LOSSES, present and proposed treatment, (2) 155-156, 160, (3) 79 ,

91-92 .

CAPITAL MARKET, as determinant of capital allocation, (2) 163-165, ( 6) 86-88 ;

effect of present bias toward the retention of corporate earnings, (4) 18 ;

bias against the mining and petroleum industries, (4) 309-310 ; bias against

risk taking, as grounds for tax concessions, (4) 325-327 .

CARDS, playing, excise taxes, (5) 9, 84--85.

"CASCADING", under value-added tax, ( 5) 44, 48; under turn-over tax, (5) 51-52 ;

producer goods, (5) 70, M.
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CASH BASIS, of accounting, see ACCOUNTING ME'II30DS AND PRINCIPLES .

CASH NUTUALS, see INSURANCE .

CASH TAX ALLOWANCES, (2) 263, 272.

CASUAL LABOUR, withholding tax, (3) 314 .

CERTIFICATE, for Registered Retirement Income Plans, (3) 425; for charitable

organizations, (4) 135-136 .

CERTIFICATES OF EXEMPTION, recommendations, (5) 155 .

CHAMBERS OF COMMERCE, see NON-PROFIT ORGANIZATIONS .

CHANCELLOR OF THE EXCHEQiJER, (4) 643-644 .

CHARITABLE CORPORATIONS, see CHARITABLE ORGANIZATIONS .

CHARITABLE DONATIONS, see also CHARITABLE ORGANIZATIONS ; concessionary

allowances for, proposals, (3) 222-227 ; gifts in kind, (3) 225-226;

political, (3) 226-227 ; members of religious orders and postulants ,

(3) 226; 1966 Budget Resolution, (3) 239 ; limitation proposed, (3) 239 ;

computation of allowable amount, (3) 275 ; exemption to charity, (4) 133 ;

to non-resident charities, (4) 147 ; qualifications required, (4) 147 ;

deduction for, by insurance companies, (4) 413; effect of reforms on

personal income tax base, (6) 20-21, 243 .

CHARITABLE ORGANIZATIONS, see also MUTUAI, ORGANIZATIONS; gifts to, (3) 497 ;

tax treatment of, (4) 128-136, 144 ; "charitable" defined, (4) 132 ;

contributions to non-resident charities, (4) 147 ; exemption for charitable

trusts, (4) 191 .

CHARITAffi.E TRUSTS, see CHARITABLE ORGANIZATIONS .

CHIEF ASSESSOR, (5) 163 .

CHIEF REVENUE COMMISSIONER, (5) 134 .
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CHILD CARE, denial of expense deduction, (3) 290 .

CHILDRE N, dependent, effect on tax liability, (2) 11 ; dependent, effect

of tax exemption on birth rate, (2) 123; as part of family tax unit ,

(3) 13, 97, 130-141, 144; dependent, tax credits for, (3) 17, 34, 168, 173,

178-187, 201; effect on parents' tax liability under present system,

(3) ' 119; dependent, defined, (3) 133, 144 ; aggregation of income with

parents', (3) 134, 143-144 ; transfers between parents and children, (3) 135 ,

146; large gifts from outside family unit, (3) 135, 147 ; annual deduction

for employment or business income, (3) 135-136, 146; withdrawal from

family unit, (3) 136, 147 ; orphans, (3) 137; tax effect of marriage,

(3) 138-139 ; sale of depreciable farm property to, (4) 449-451 .

CLUBS, PRIVATE, see NON-PROFIT ORGANIZATIONS .

CIGARS AND CIGARETTES, holders, (5) 84 ; rolling devices, (5) 84; excise duties

and taxes on, (5) 86, 220-221; ad valorem tax rate, (5) 87 .

CIRCULARS, excise tax, extra-legal, ( 5) 108; transactions taxes, automatic

data processing, (5) 139 .

CLASSES OF TAXPAYERS, see TAX UNITS .

CLOCKS, excise tax on, (5) 84 .

CLOTHING, special, provided by employers, (3) 307; sales tax on, (5) 62 .

COATS, fur, remodelling and repairing, (5) 20 ; mink, (5) 85 .

COLLECTION OF TAX, use. of commissions, (2) 14-15; sales taxes, form of,

(5) 11; retail sales tax, (5) 37-38 ; cost, excise taxes, (5) 84 ;

administration, (5) 106 ; instalment payments of corporation income tax,

(5) 149; income tax, recommendations, (5) 148-150; uncollectible debts,

automatic barring after six years, (5) 149; "offer of compromise" procedure,

(5) 149 ; Collections Branch, (5) 1449 ; international, reciprocal enforcement,

(5) 150 ; transactions taxes, recommendations, (5) 156 .
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COLLECTIONS BRANCH, establishment of, (5) 149 .

COLORADO, (5) 62 .

COMBINES POLICY, use to correct distortions of allocation of capital, (6) 90 ,

170.

COMMISSIONERS OF CUSTOMS TARIFF, (5) 134 .

COMMISSIONERS OF INCOME TAX, (5) 134 .

COMMISSIONERS OF INLAND REVENUE v . DUKE OF WESTMINSTER, (3) 545 .

COMMISSIONERS FOR TRANSACTIONS TAXES, (5) 134.

COMMISSIONS, use to collect tax, (2) 14-15 .

COMMITTEE -OF-FarR PROPOSAL, (4) 37-44, 88, 96-97, 791-795 .

COMMITTEE OF WAYS AND MEANS, (5) 100 .

COMMITTEE OF WAYS AND MEANS OF THE UNITED STATES HOUSE OF REPRESENTATIVES,

(4) 768 ; (5) 92, 121 .

COMMON LAW WIVES, treated as part of family unit, (3) 142 .

COMMUTING EXPENSES, deductibility, (3) 86, 290, 313 .

COMPANIES ACT, (2) 219, 221, 233 .

COMPENSATION, for loss of office or employment, (3) 63 ; for loss o r

destruction of property, exclusion from tax, (3) 371, 395 ; for non-

performance of contract, (4) 221 .

COMPREHENSIVE TAX BASE, as a feature of equitable tax structure, (2) 19, 42 ;

as a measure of total economic power, (3) 6; reason for using this term,

(3) 24; recommendations, (3) 35-36, 54-57; basic features of, (3) 39-58 ;

reformulated, (3) 39-42; general implications, (3) 43-53; amounts included

under proposed system, (3) 68-76 ; amounts excluded, (3) 70 ; effects of



18

adopting, (3) 71; methods of computing, cash basis v, accrual method,

(3) 71-75; amounts deductible under proposed tax system, (3) 82-97 ;

inclusion of property gains, (3) 337-338 ; gifts to be included, (3) 479 ;

inclusion of corporate income, (4) 4-7; inclusion of amounts distributable

from trust, (4) 161; appraisal of present rules for computing business

income, (4) 218 ; effect of adoption on business income, (4) 223 ; inclusion

of foreign income, (4) 483, 485; effect of proposals on amount of income

assessable, (6) 1-2, 8-22; tax changes for "example groups" of taxpayers

arising from adoption of, (6) 54 .

COMPUTATION OF TAX, proposed methods, (3) 99-102, 110 ; retail sales tax,

(5) 38-39 .

CONCESSIONARY ALLOWANCES, general, (3) 19-20, 34, 178-187, 213-240 ; for

gifts, (3) 141, 227-229, 237; for medical and related expenses, (3) 213-221,

233-235 ; for charitable donations, (3) 222-227, 235-236 ; for post-secondary

education, (3) 229-233~ 236-237; effect of reforms on personal income tax

base, (6) 19-22, 242-243; effect of reforms on "example groups" of

taxpayers, (6) 52-55 ; effects of reforms on tax revenue, (6) 266 .

CONCESSIONS, tax, see TAX CONCESSIONS .

CONCLUSIONS AND RECOMMENDATIONS, see RECOMMENDATIONS.

CONFERENCE, expenses of attending, proposed treatment, ( 3) 305 ; pre-assessment,

(5) 162, 167; district, (5) 162-163, 167 ; regional, (5) 163, 167; taxpayer

choice, (5) 163 .

CONSTITUTIONAL PROBLEMS, reciprocal enforcement of judgments, (5) 150 .

CONSTRUCTION, income tax treatment of income from, (4) 460-465 ; recommendations,

(4) 474; sales tax on, (5) 74-77, 80-81 .

CONSTRUCTION INDUSTRY, estimated changes in corporation income tax and

capital expenditures, (6) 96-97 ; effects of reforms on corporation cash

flows, cash dividends, capital expenditures and reliance on external funds,

(6) 131 .



19

CONSTRUCTION MATERIALS, see BUILDING MATERIALS .

\
1

CONSTRUCTIVE RECEIPT, application to interest income, (3) 38

CONSUMER GOODS, regressiveness, (5) 59- 60 ; exemptions, (5) 59-60 ; sales taxes,

scope, (5) 59-65 ; food, (5) 60-61 ; shelter, (5) 61 ; clothing, (5) 62; drugs

and medicaments, (5) 64; newspapers, magazines and books, (5) 65 ; recom-

mendations, (5) 78-79; present anomalies and areas of administrative

difficulty, (5) 173-178 .

CONSUMER PRICE INDEX, (2) 26, 29, 32, 46, 49, 53, 75, 83, 275-277, 326 .

CONSUMPTION EXPENDITURES, as a tax base, (3) 25-26 .

CONSUMPTION TAXES, as a method of tax collection, (3) 29-30 .

CONSUMPTION VARIANT, value-added tax, (5) 44-45 .

CONTAINERS, see COVERINGS AM CONTAINERS .

CONTINGENCIES, allowance for, (4) 227 .

CONTRIBUTIONS, under employee benefit plans, present deductibility, (3) 81 ;

pension plan, estimated growth, (3) 579-58+ .

CONVERSION, of shares, proposed tax treatment, (4) 54 .

CO-OPERATIVES, see also MUTUAL ORGANIZATIONS ; integration of tax with that

on members, (3) 99; incidence of tax on income, (4) 3; effect of present

tax treatment, (4) 18; general, (4) 108-118 ; the co-operative form of

organization, (4) 108-109; applicability of an income tax, (4) 109-111 ;

history of tax treatment, (4) 111-112 ; analysis of tax treatment, (4) 112-114 ;

proposed treatment, (4) 114-118, 142; method of financing, (4) 145; estimated

changes in corporation income tax and capital expenditures, (6) 96-97 .

COPYRIG-IT, sale of, income averaging, (3) 245 .

CORPORATE INCOME TAX, see CORPORATION INCOME TAX.
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CORPORATE REORGANIZATIONS, see REORGANIZATIONS .

CORPORATION INCOME TAX, see also BUSINESS INCOME, FINANCIAL INSTITUTIONS,

LIFE INSURANCE COMPANIES, MINING AND PETROLEUM, MUTUAL ORGANIZATIONS,

TAX-EXEMPT ENTITIES; for proposals, see INTEGRATION OF TAX; inequities,

(2) 11, 13; as economic stabilizer, (2) 54-61, 107; effect upon gross

business saving, (2) 144-148, 153-154, 179-180; shifting, (2) 144-146,

177-178 ; relative reliance on, (2) 202 ; comparative marginal rates ,

(2) 202-203, 231; regressiveness, (2) 245 ; shareholder credits for ,

(2) 269, 273 ; revenue at full-employment, method of'calculation, (2) 283 ;

effect of changes on revenues, (2) 294 ; proposed rate, (3) 100; earmarked

for old age security, (3) 522; general, (4) 3-98 ; incidence, (4) 3; present

system, (4) 10-19 ; the double taxation argument, (4) 19-27; effect on

allocation of resources, (4) 20, 95 ; the dual rate of tax, (4) 35-36 p 94,

703-724; other alternatives, (4) 44-46, 625-639 ; treatment in other

countries, (4) 47-49; the effect of our proposals on 1964 revenues from,

(6) 4, 8-13, 32, 42-43, 221-223 ; current and proposed attributable to

shareholders, by industry, (6) 51 ; effect of reforms on "example groups"

of taxpayers, (6) 53, 263-266 ; effect of separate corporation tax on the

allocation of capital, (6) 89 ; proposed integration with personal income

tax, (6) 91; estimates of changes, allocated by industry, type of reform

and ownership, (6) 94-100 ; effects of reforms on the capital formatio n

and rate of saving by corporations, (6) 100-133 ; need for determination

by federal government, (6) 189, 214 ,

CORPORATION TAX, see CORPORATION INCOME TAX.

CORPORATION Tax ACCOUNTS, (4) 679-680, 682, 684-687, 690-691, 693, 696-700 .

CORPORATIONS, see also CORPORATION INCOME TAX and INTEGRATION OF TAX;

investment companies, see INVESTMENT COMPANIES ; mutual organizations, see

MUTUAL ORGANIZATIONS; personal, see PERSONAL CORPORATIONS ; corporate

acquisitions and reorganizations, see REORGANIZATIONS ; surplus-stripping,
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see SURPLUS-STRIPPING; as intermediaries for tax purposes, (3) 31 ;

limitation on tax rate increases, (3) 37; proposed tax treatment, (3) 98 ;

gifts to, (3) 488-489 .

CORPORATIONS AND LABOUR UNIONS RETiJRNS ACT, (2) 233, (4) 552, (6) 224, 231 .

COSMETICS, excise taxes on, (5) 9, 84; private brand, (5) 18 ; sales tax

exemption, (5) 64 .

COST BASIS, of property, general, (3) 355, 395 ; of residential property,

(3) 358, 395; inclusion of losses from holding property, (3) 364, 394 ;

of property replacements, (3) 371, 395 ; adjusted cost basis, (3) 371; on

incorporation, (3) 371, 395-396 ; of property involved in corporate

reorganizations, (3) 371-375, 395-396; property transferred between

parent and subsidiary, (3) 373 , 395 ; computation on disposition, (3) 381-382,

393; definition, (3) 399; of shares., effect of allocating retained corporate

earnings to shareholders, (4) 7, 50-56, 665; of shares, effect of treating

corporation as partnership, ( 4) 68 ; of member's interest in co-operative,

revaluation, (4) 118; of property given to trust, (4) 179 ; of property

received on reversion of trust property, (4) 182; of non-resident trust

becoming resident, ( 4) 198; of shares, write-down for exploration and

development costs, (4) 345-346 ; of vendor of mining.property, (4) 353; of

insurance company shares, reduction when dividends paid from existing

surpluses, (4) 431; of farm land, adjustment at the effective date ,

(4) 444; adjustments for foreign direct investments, (4) 522 ; of shares

in foreign subsidiaries, effect of distributions, (4) 536-537 ; of shares

issued as stock dividend, (4) 663-664; of shares, effect of special

transition tax, (4) 727 .

COUPONS, issued to consumers, (5) 63 .

COURTS, Tax Court, see TAX COURT; more liberal interpretation by, (5) 129 .

COVERINGS, see COVERINGS AND CONTAINERS .
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COVERINGS AND CONTAINERS, for tax-exempt goods, sales tax exemption, (5 )

199-203, 205 .

CREDIT UNIONS AND CAISSES POPULAIRES, see also MU'I[JAL ORGANIZATIONS; present

tax treatment, (4) 18; general, (4) 118-122 ; form of organization and

operation, (4) 118-119; applicability of an income tax, (4) 120-121;

proposed treatment, (4) 121-122, 142-143; form of capital investment ,

(4) 145 ; assets, (4) 381 .

CREDITS, for dependent children, see CHILDREN; for foreign taxes, see

FOREIGN TAX CREDIT; investment, see INVESTNIENT CREDITS ; for non-discretionary

expenses, including medical expenses, donations, gifts and post-secondary

education expenses, see CONCESSIONARY ALLOWANCES; to trust beneficiaries

for initial tax paid, see INITIAL TAX ; for working mothers, see WORKING

WIVES; for consumption and wealth taxes, (2) 32-33, 46-47, 273, (3) 29,

157, 196, (5) 60, 62-64, 78; for taxes on intermediaries, (2) 147-14$,

268-270, 273, (3) 31, 52, 98, 101-102 ; use of fixed tax credit, ( 3) 16; tax ,

the difference between tax credits and exemptions, (3) 180; tax, possible

incorporation in rate schedules, (3) 209 ; for tax overpayments resulting

from block averaging, (3) 264; for succession duties, (3) 471; for United

Kingdom estate tax purposes, (3) 614; for United States estate tax

purposes, ( 3) 617; proposed, to resident shareholders, for corporation

income tax paid, (4) 7, 31, 50 ; to shareholders, for dividends, present,

(4) 10-11; increase in dividend tax credit as alternative to integration

proposal, (4) 46, 721-722; for corporation income tax, distributions

eligible for, (4) 51-55, 662-667 ; for intercorporate dividends, (4) 60 ;

for corporation income tax, determination of tax rate, (4) 67-68; for

withholding taxes on patronage dividends, (4) 114; for corporation income

tax, denial to governments, (4) 126 ; to trust beneficiary, for tax in respect

of dividend, interest, or foreign income of trust, (4) 154, 159, 169 ; to trust,

for corporation income tax, withholding tax, or foreign tax, (4) 169; to non-

resident trust, for Canadian withholding tax, and foreign taxes, (4) 198;
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for mining taxes, (4) 350 ; for dividends, as an incentive to insurance

companies, (4) 415, 426 ; for corporation income tax on life insurance

companies, (4) 425 ; for logging taxes, (4) 459; for corporation income

tax, alternative methods, (4) 634-637 ; tax, effect of reforms on personal

income tax revenues, (6) 23-28; for corporation income taxes, effects on

after-tax income of resident shareholders, (6) 101 ; for investment, use

to provide tax incentives, (6) 167-168 ; for provincial corporation taxes,

(6) 191-193, 197, 214 .

CRIMINAL PROSECUTION, mens rea, (5) 153 ; use in collection of tax, (5) 156 .

CROWN CORPORATIONS, present and proposed tax treatment, (4) 124-126 ; estimated

changes in corporation income tax and capital expenditures, (6) 96-97 .

CUMULATIVE TURN-OVER TAX, see TURN-OVER TAX .

CURRENT INCOME , of trust, defined, (4) 153 .

CUSTOM FABRICATION, (5) 68 .

CUSTOMS AND EXCISE DIVISION, Head Office, ( 5) 103; present administration,

(5) 106-110; excise tax administration, (5) 107-110; excise duties

administration, ( 5) 109 ; information for taxpayers, ( 5) 128 ; rulings,

(5) 140; measurement of degree of tax compliance, (5) 142; offices,

reorganization, (5) 154 .

CUSTOM DUTIES, revenue at full-employment, . method of calculation, (2) 284-285; .

effects of changes on revenues, (2) 294 .

CUSTOMS TARIFF, levy corresponding to excise duties, (5) 83, 220 ; redrafting,

excise taxes, (5) 90 ; Commissioners of Customs Tariff, (5) 134; levy on

wine, (5) 221 .

CUSTOMS TARIFF COURT, division of Tax Court, (5) 166, 168 .



24

DAMAGES, taxability of payments, (3) 63, 69; added to cost basis of property,

(3) 91 .

DEATH, deemed disposition of property on, (3) 51, 369-370, 394 ; effect on

family tax unit, (3) 128, 140 .

DEATH BENEFITS, income averaging, (3) 247; proposed treatment, (3) 300, 318;

as gifts, (3) 495-496 .

DEATH EXPENSES, sales tax on, (5) 66 .

DEATH TAXES, abolition of, (6) 201-202 .

DECLARATION, required upon leaving country, (3) 376 .

DEDUCTIONS, in computing taxable income, present system, (3) 60, 76-82, 180,

(4) 216-218; in computing taxable income, proposals, (3) 82-89, 95-97,

107-108, (4) 227-252, 283-284; from tax, (3) 100-101 ; of patronage

dividends, (4) 106, 112, 121; for distributions by non-profit organi-

zations, (4) 139-140 ; by trusts, present, (4) 154; by trusts, for

expenditures to provide benefits, proposed, (4) 180 ; exploration and

development costs, (4) 295, 300-302 ; for farm expenses, (4) 445-448; for

investments in timber resources, (4) 453; for head office expenses of

foreign insurance companies, (4) 470-471 ,

DEFENCE DEVELOPMENT ASSISTANCE PROGRAM, (2) 137 .

DEFENCE INDUSTRIAL RESEARCH PROGRAM, (2) 137 .

DEFENCE RESEARCH BOARD, (2) 137 .

DEFERRED INCOME , see also PENSION PLANS, RF"r'DW40'r SAVINGS PLANS, PROFIT

SHARING PLANS, ANNUITIES, LIFE INSURANCE, INCOME INSURANCE PLANS, REGISTERED

RETIR0IENT INCOME PLANS, RETIREMENT INCOME PLANS, compensation, (3) 301,

461; general, (3) 401-463 ; present tax treatment, (3) 402-408 ; equity and
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neutrality, (3) 409; tax deferment appraised, (3) 409-421; social goals,

(3) 4o9; administrative implications of preventing tax deferment, (3) 411 ;

economic considerations, (3) 411-418; general conclusions, (3) 418-421 ;

detailed proposals, (3) 421-455 ; recommendations, (3) 455-459 .

DEFERRED PROFIT SHARING PLAN, see PROFIT SHARING PLANS .

DEGREE OF CANADIAN OWNERSHIP, see also FOREIGN INVESTMENT, establishment of

concept, ( 2) 215; incentives, (2) 219-221 ; proposed effect on withholding

tax rates, (4) 547 .

DELEGATED POWERS, control of, (5) 125- 126 ,

DENMARK, income averaging, (3) 251; net wealth tax, (3) 604; tax convention

with, (4) 567 .

DENTAL SERVICE, (5) 69, 79 .

DEPARTMENT OF FINANCE, request for study of surplus-stripping, (4) 94 ;

special international groups, (4) 563-565; origination of tax changes,

(5) 96; review of tax problems, (5) 98-99; tax research staff, (5) 99 ;

tax policy-making function, (5) 109, 131; establishment of advisory

committee, (5) 118; amalgamation with Department of National Revenue,

(5) 132 ; co-ordination with Board of Revenue Commissioners, (5) 133 ; tax

analysis, (5) 134 .

DEPAR'Il+'iENT OF INDUSTRY, (2) 137-138, 14o, (5) 98 .

DEPARTMENT OF INSURANCE, (3) 455, 589, (4) 406-407, 419, 426-427, 471 .

DEPARTMENT OF JUSTICE, decisions to prosecute, (5) 153 ; possible jurisdictio n

over Tax Appeal Board, (5) 165; lawyers from, (5) 167 .

DEPARTMENT OF NATIONAL HEALTH AND WELFARE, (4) 135, (5) 209, 215-216 .

DEPARTMENT OF NATIONAL REVENUE, treatment of Tax Appeal Board judgments,

(2) 15 ; sales tax .;`discounts for domestic producers, ( 2) 204; checking of
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expense claims, (3) 310; information re property holdings, (3) 382 ;

registration of pension plans, (3) 402 ; pension plan booklet, (3) 429 ;

method of calculating gifts of tax on tax, (3) 488, 607; gift tax statistics,

(3) 517; attacks on surplus-stripping transactions, (4) 14 ; recognition of

charities, (4) 132-133, 135; unreasonable expenses, (4) 231; provision of

forms for taxpayers on cash basis, (4) 251 ; figures for hobby farm losses,

(4) 447; taxation of construction income, (4) 462; special international

groups, (4) 563-565; rulings under section 138A, (4) 605; sales taxes, use

of "wholesale values", (5) 14-16 ; sales tax refund claims processed, (5) 34 ;

General Excise and Sales Tax Regulations, (5) 54-55 ; collection of tax,

(5) 96; administration of tax system, (5) 103 ; number of full-time

personnel, (5) 103 ; administrative function, (5) 109, 131; appeals to

Tariff Board, (5) 111; officials, (5) 132 ; amalgamation with Department

of Finance, (5) 132; vesting of present functions in Board of Revenue

Commissioners, (5) 133; reorganization as nucleus for Board of Revenue

Commissioners, (5) 135; unpaid taxes, (5) 148 ; liquor and tobacco taxation

procedures, (5) 157; differences with taxpayers, (5) 161; difficulties

with sales tax exemptions, (5) 173-174 ; sales tax exemptions, processing

materials, (5) 192; administrative problems, farming and fishing, (5) 198 .

DEPARMENT OF TRADE AIND CONIIMCE, (5) 98 .

DEPENDANTS, for dependent children, see CHILDREN; gifts in support of, tax

treatment, (3) 178-187, 227-229; effect of proposals for credits on

personal income tax revenues, (6) 23-28; estimate of exemptions for ,

(6) 242 ; estimated number, (6) . 244 .

DEPLETION ALLOWANCES, for the mining and petroleum industries, (2) 132 ,

(4) 295-297, 733-741; present deductibility, (3) 79-80, (4) 217 ; shareholder,

deductibility, (3) 392, 398 ; allocation to trust beneficiaries, (4) 154 ;

percentage depletion as a method of compensating for the exhaustion of

mineral or petroleum deposits, (4) 299-300 ; as subsidies to declining

communities, (4) 321; based on gross earnings of mining and petroleum
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companies, (4) 322-323 ; inefficiency of percentage depletion, (4) 328-331 ;

proposed elimination, (4) 331, 333, 335-338, 347 ; on timber limits ,

(4) 454; on foreign income, (4) 526; effect of withdrawal of percentage

depletion on mining and oil companies, (6) 9, 119, 172 ; basis for estimate

of deduction by taxpayers with income from mining and petroleum, (6) 221 .

DEPOSITS, by provinces, with federal government, (2) 96 ; in Income Adjustment

Accounts, (3) 126, 136 , 259 , 269-273 .

DEPRECIABLE ASSETS, deduction for expenditures on, (4) 237-243 ; repeal of

present provisions affecting non arm's length transactions, (4) 265-266;

used in mining or petroleum, proposed treatment, (4) 303, 332, 335,

338-339, 355-358 ; sale to child, (4) 449-452 .

DEPRECIATION, see CAPITAL COST ALLOWANCES .

DEPRESSED AREAS, see DESIGNATED AREAS .

DEPUTY MINISTER, role, (5) 103 .

DEPUTY REGISTRAR, of Tax Appeal Board, (5) 113 .

DESIGNATED AREAS, tax incentives, (2) 135-137, 175 .

DESIGNATED SURPLUS, as measure to block surplus-stripping, (4) 13; creation

upon a corporate acquisition, ( 4) 15; defect of present provisions, (4) 19 ;

removal of present provisions, (4) 37 ; legislation, (4) 601-604 ; effects

of legislation, (4) 608-609 .

DETE WINED WHOLESALE VALUE, (5) 15.

DEVALUATION, effect on GNP and gross domestic product, (2) 50 ; adoption of

fixed exchange rate, (2) 77-78 ; effect on balance-of-payments deficit,

(2) 166; caused by changes in exchange reserves, (2) 193; crisis of 1962,

(2) 194; as possible effect of U.S. guidelines, (2) 198 .

DEVELOPMENT, see RESEARCH AND DEVELOPMENT) and EXPLORATION AND DEVELOPMENT

COSTS.
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DEVELOPMENT COSTS, in the mining and petroleum industries, see EXPLORATIO N

AND DEVELOPMENT COSTS .

DIESII', FUEL OIL, logging and mines, (5) 193, 204 ; purchased by municipalities,

(5) 212 .

DIETARY SUPPLEMENTS, (5) 81 .

DILUTING, as cost element, ( 5) 12; marginal operation, (5) 19 .

DIRECT COSTING, ( 4) 288-289 .

DIRECTOR OF EXCISE DUTY, (5) 107 .

DIRECTORIES, trade, sales tax exemption, (5) 176-177 ,

DISALLOWED EXPENSES, treatment under integration proposals, (4) 697-698 .

DISCOUNTS, on loans, (3) 63, 69 .

DISCOVERY VALUE, proposed taxation of, ( 4) 298-300 .

DISCRETIONARY ECONOMIC POWER, as a basis for taxation, (3) 3-37, 155; defined,

(3) 5 .

DISCRETIONARY FISCAL POLICY, see also FISCAL POLICY, definition, (2) 286 .

DISPOSITIONS, for capital gains tax purposes, (3) 353-356, 394 ; for general

tax purposes, (3) 368-380, 394; exchanges of property, (3) 369, 394 ; on

death, (3) 369-370, 394 ; excluded transactions, (3) 370, 395-396 ; exclusions

for certain corporate reorganizations, (3) 371-375, 395-396 ; on change of

residence, (3) 376-378, 394; accrual of gains or losses, (3) 378-380 ;

deemed, of benefits from Registered Retirement Income Plans, (3) 427 .

DISTILLERIES, payment of excise duties, (5) 89 .

DISTRICT DIRECTOR OF TAXATION, (5) 163 .

DISTRICT SURVEYORS, excise duty field operations,(5) 107 .
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DIVIDEND STRIPPING, see SURPLUS-STRIPPING .

DIVIDEND TAX CREDIT, see CREDITS .

DIVIDENDS, from foreign direct investment, see FOREIGN DIRECT INVEST MENT

INCOME; patronage, see PATRONAGE DIVIDENDS; policy, see POLICY DIVIDENDS ;

stock, see STOCK DIVIDENDS; effect of changes in corporate income on ,

(2) 55; effect of corporation income taxes, (2) 146-148 ; proposed neutrality

re form of distribution, (2) 164 ; refund of corporation tax paid on dividends

received by Registered Retirement Income Plan, (3) 422 ; participating ,

(3) 446, 452; inclusion in annual tax base, (4) 4; paid to non-residents,

withholding tax on, (4) 6, 502, 549-550 ; example of proposed tax on

shareholders, (4) 7-8; present tax treatment, (4) 10-11; deemed on

corporate reorganizations, (4) 16 ; flowing through investment companies ,

(4) 17 ; effect of integration proposal on cash dividends, (4) 33; Committee-

of-Four proposal, :-(4) 38; proposal to allow as deduction from corporate

income, (4) .44, 630-634; cash, proposed tax treatment, (4) 51; paid in

debentures or other obligations of company, (4) 52 ; from foreign sources,

(4) 58, 486, 489, 501, 509-512; intercorporate, proposed tax treatment ,

(4) 60; on preferred shares, proposed tax treatment, (4) 61-62 ; out of

income previously attributed to shareholders, (4) 68; received by trust,

(4) 177; deduction for depletion allowances, (4) 296; deduction for, by

insurance companies, (4) 413 ; from "designated surplus", (4) 602, 609 ;

treatment in the United Kingdom, (4) 641-646 ; treatment in France, (4)

646-651; treatment in Germany, (4) 651-655; treatment in the United States,

(4) 655-657; effect of proposals on cash dividends, (6) 129, 173; effect

of expected cash dividend reduction on personal saving, (6) 142, 173 ;

distributed to residents and non-residents in 1964, (6) 223-229 .

DIVORCE, tax effect, (3) 129, 139 .

DOMINION BUREAU OF STATISTICS, (2) 108, 327, (3) 281, 417, 581-584, (4) 302,

(5) 98, 152, 159, 169, 181, (6) 30, 275 .
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DOMINION SUCCESSION DUTY ACT, (3) 472, .598 .

DONATIONS, see CHARITABLE DONATIONS .

DOUBLE TAXATION, dividend tax credit as relief measure, (4) 11 ; as argument

against present system of taxing corporate income, (4) 19-27, 85-87 ;

comment of Rowell-Sirois Report, (4) 95; elimination of, for shareholders,

under current provisions, (4) 268; under the present system of taxing

corporate source income, (4) 617-624; by federal and provincial govern-

ments, (6) 193, 200, 215 .

DOUBTFUL ACCOUNTS, present deductibility; (3) 81; in connection with property

income, (3) 89 ; reserves for, (4) 226; use of allowance by financial

institutions, (4) 387; evaluation of present provisions, .for financial

institutions, (4) 388-396 . .

DRAPES, manufacturing of, (5) 20 .

DRAWBACK, sales tax, (5) 72 .

DRUGS, sales tax exemptions, (5) 64, 79, 177 .

DRY CLEANING, (5) 68 .

DUES, paid by employer, (3) 304 ; union, deductibility, (3) 307, .(4) 140; to

recreational clubs, (3) 313 .

DUTY-PAID VALUE, sales tax on, (5) 20 .

DYEING, (5) 68 . .

E

ECONOMIC COUNCIL OF CANADA, (2) 28, 31, 49, 51, 171, 183-185, 201 .

ECONOMIC EFFECTS OF PROPOSALS, general, (6) 73-1.86; on the quantity and

quality of labour effort, (6) 78-86, 169-170 ; on the allocation of fixed

capital, (6) 86-94, 170 ; a programme to improve the allocation of
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capital, (6) 90-93; the importance of the improved allocation of fixed

capital, ( 6) 93-94; estimates of the proposed corporation tax changes

allocated by industry, type of reform and ownership, (6) 94-100, 170 ;

effects on the rate of saving and capital formation by large resident-

owned corporations with no special tax concessions, (6) 100-118, 171 ; on

the rate of saving and capital formation by large resident-owned corporations

with no special tax concessions, (6) 100-118, 171 ; effects on after-tax

income of resident shareholders, (6) 101-106, 171 ; effect on the rate of

fixed capital formation, (6) 106-111, 171; financing an increased rate of

fixed capital formation, (6) 111-118, 171; on non-resident-owned corpo-

rations, (6) 118-119, 171 ; mining and petroleum corporations, (6) 119-125,

172; small corporations, (6) 125-127, 172; unincorporated businesses ,

(6) 127-128, 172 ; real estate, (6) 128, 172 ; estimates of changes in

business saving, (6) 129-133, 173; effects on personal saving and

investment, (6) 134-136, 173-174; determinants of personal saving, (6)

134-136; the effects of tax changes on the rate of personal saving ,

(6) 137-139, 173-174; contractual saving, (6) 140-141 ; estimates of the

changes in the rate of personal saving, (6) 141-146, 173-174; changes in

the form of personal saving, (6) 146-150, 173-174; overall effects on the

rate of saving and investment, (6) 150-155, 174 ; effects of the tax reforms

upon the balance of payments, (6) 155-164, 174-175; implications for

economic obj ectives, (6) 164-168, 175 .

ECONOMIC GROWTH, need for dynamic central government, (2) 16 ; concept of,

(2) 34-37, 47, 117 ; conflict with full employment, (2) 37-41, 47; conflict

with price stability, (2) 41-42, 47-48 ; conflict with equity, (2) 42-45,

48; fiscal policy for growth, (2) 117-186; relative importance of factors

determining, (2) 119-122 ; determinants, labour supply, (2) 122-128 ;

determinants, technical change, (2) 129-142 ; determinants, capital formation,

(2) 142-165 ; future prospects, (2) 168-173 ; recommendations, (2) 173-182 ;

and the balance of payments, (2) 206-209 ; effect of lower tax rates, (3) 153 ;
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effect of tax credits for working wives, (3) 210 ; implications of tax

reforms, (6) 164-168, 175 ; achieving further increases in the growth rate,

(6) 166-168, 175 .

ECONOMIC POWER, total, defined, (3) 5; measurement of for tax purposes,

(3) 22-31; use of consumption expenditures to determine, (3) 25-26 ; use

of wealth to determine, (3) 27-29 .

ECONOMIC STABILITY, general, (2) 53-115 ; existing federal tax weapons,

(2) 54-67; evaluation of 1953-63 federal policy, (2) 67-85, 291-299 ;

"inside lags" and "outside lags", ( 2) 82; "formula flexibility", (2) 83-84 ;

problems posed by persistent surpluses or deficits, ( 2) 85-89; offsets

to revenue drag, (2) 89-91; federal-provincial relations, (2) 91-105 ;

recommendations, (2) 106-111 ; standby authority, (2) 325-327 .

EDUCATION, the inadequacy of user charges, (2) 6 ; cost, effect on tax

liability, (2) 11; effect on labour quality, (2) 142 ; tax encouragement to

be given, (2) 177; incidence of expenditures on, (2) 254-255; purpose of

tax allowance for, (3) 180 ; post-secondary concessionary allowances ,

(3) 229-233, 236-237, (6) 85-86, 169 ; fees paid by employer, (3) 307 ;

effect of proposals on personal income tax base, (6) 20-21 ; effects of

proposed credits for on personal income tax revenues, (6) 23-28 .

EDUCATIONAL INSTITUTIONS, sales tax exemption, (5) 210, 218 .

EDUCATIONAL SERVICES, (5) 66, 69, 79 .

ELASTICITY, defined, ( 2) 112; estimates, (2) 281-304 .

ELECTIONS, to be taxed as partnership, by corporation, (4) 68-70, 91,

718-719; by trust beneficiary, to be taxed on trust income, (4) 157, 159,

168, 173-174, 188, 193-195, 197-198 ; by prospective trust beneficiaries

to have trust income taxed at beneficiaries' rate, (4) 157, 160 ,

170-174, 193, 198, 200-201 ; by trust beneficiaries, to receive interest

from government, (4) 160, 173-174 ; by non-resident trust beneficiaries,
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re withholding taxes, (4) 162, 554; by business trust, to be treated as

partnership, (4) 194; by non-resident trust with resident beneficiaries,

(4) 197; with respect to foreign direct investment income, (4) 487, 528 ;

by portfolio investors in foreign securities, (4) 487, 534-537; by non-

residents, to be taxed as resident, (4) 488, 555-557; for non-residents

with respect to realty rentals, (4) 502; by resident becoming non-resident,

(4) 556-557 ; under section 105, (4) 726 .

ELECTRIC WIRE, CABLE AND FITTINGS, (5) 191 .

ELECTRICITY, sales tax exemption, (5) 61, 78 .

ELECTRONIC EQUIPMENT, use in processing tax information, (4) 565-566 .

ELECTRONIC TUBES, excise tax on, (5) 84 .

EMIGRATION, postwar level, (2) 39 ; effect of full employment and taxes,

(2) 124 ; factors affecting, (3) 158 ; partially offset by immigration,

(3) 205 ; requirement for tax clearance, (3) 376, 394 ; tax inducements to

emigrate to the United States, (6) 81-82, 169 .

EMPLOYEE, defined, (3) 290 ; of another country, tax exemption, (3) 534 .

EMPLOYEE EXPENSES, present deductibility, (3) 81, 86, 284, 293, 308-310 ;

proposed deductibility, (3) 86, 95, 106, 289-290, 311-314 ; present United

Kingdom treatment, (3) 295-296; present United States treatment, (3)

297-298; effect of proposals on personal income tax base, (6) 15-17 .

EMPLOYEES' PROFIT SHARING PLANS, see PROFIT SHARING PLANS .

EMPLOYMENT, full, see FULL EMPLOYMENT ; effect of tax concessions to mining

and petroleum industries, (4) 312 .

EMFLOYMENT INCOME , for benefits, see BENEFITS ; for deductions, see EMPLOYEE

EXPENSES and specific item headings ; deductibility of costs incurred ,

(2) 12; use of cash method of computing, (3) 71-73, 106 ; earned by dependent
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child, (3) 135-136, 272 ; general, (3) 283-324; income and deduction

problems, (3) 283-285; the present Canadian system, (3) 290-293 , (4) 497-503 ;

the present United Kingdom system, (3) 293-296, (4) 497-500 ; the present

United States system, (3) 296-298, (4) 497-500 ; proposed treatment of gross

gains, (3) 298-308 ; lump sum receipts, proposed treatment, (3) 299-3 00 ;

non-accountable allowances, proposed treatment, (3) 300 ; deferred compen-

sation, proposed treatment, (3) 301; retirement income plans, proposed

treatment, (3) 301 ; costs of business trips, (3) 305-306 ; miscellaneous

income, (3) 307 ; exclusions from income, (3) 307; withholding of tax ,

(3) 314-315; recommendations, (3) 315-321; comparison of present and

proposed taxes on wage earners, (3) 633-638 ; proposed tax on non-residents,

(4) 488, 503 , 551-554; foreign, present Canadian treatment, (4) 502 ; foreign,

proposed treatment, (4) 509; effect of proposals on amount included in

personal income tax base, (6) 22; effects of proposals on tax revenue ,

(6) 266 .

END-USE TAX, on electricity or gas, (4) 127 .

ENFORCEMENT, problems under present system, (2) 14, (3) 120-122 ; potential

problem arising from proposed aggregation of family income, (3) 189.

ENGLAND, see UNITED KINGDOM .

ENTERTAINMENT EXPENSE, proposed rules, (3) 288, 306, 316, 319, (4) 231;

treatment in United Kingdom, (3) 294; deemed personal expenses, (3) 313 .

EQUITY, as primary objective of tax system, (2) 10-13, 17-19 ; conflict with

economic growth, (2) 42-45, 48 ; of present tax system, (2) 260-262 ;

recommendations, (2) 266-273; of tax on corporate income, (4) 3-4 ;

considerations in taxing foreign source income, (4) 503-505 ; considerations

in taxation of non-residents, \ (4) 537-541; of the dual rate of corporation

income tax, (4) 708-710 .

ERECTION, see TRANSPORTATION, ERECTION or INSTALLATION COSTS .
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ESTABLISHED WHOLESALE PRICE, use of, (5) 15; freight deductions, (5) 54 .

ESTATE PLANNING, use of personal corporations, (4) 17 .

ESTATE TAX, on widows and widowers, ( 2) 12 ; abolishment of, (3) 41, 70, 105 ;

equity of present tax system, (3) 119; liability for, (3) 470-471 ; appraisal

of, (3) 472-473 ; effect on sales of businesses, (3) 476-477 ; defects of

present tax, (3) 591-593 ; in the United Kingdom and United States ,

(3) 613-618 ; on gifts to trusts, (4) 150; on property held in trust at

effective date, (4) 158, 165 ; on reversionary interests in trust funds ,

(4) 180 ; as basis for not taxing insurance proceeds as income, (4) 416-417 ;

the effect of our proposals on 1964 revenues from, (6) 4, 42-43 .

ESTATE TAX ACT, property passing on death, (3) 470-472, 516; transfers for

inadequate consideration, (3) 480 ; definition of "property", (3) 483 ;

exemptions, (3) 496, 604; "quick succession" provisions, (3) 500; valuation

of property, (3) 500-501; deferred payment provision, (3) 504; tax on

property of persons domiciled outside Canada, (3) 509 ; administration of

estate tax, (3) 510; liens on property, (3) 512, 516; cancellation of

debt, (3) 517; gifts prior to death, (3) .518 ; valuation of annuities,

(3) 518; treatment of gifts, (3) 593 ; applicability, (3) 598; tax-paid

gifts, (3) 607; adjustments for premature death of annuitant, (3) 610 ;

property taxed, (3) 613 ; renunciations and releases, (4) 187 ; jurisdiction

of Exchequer Court, (5) 114 .

ESTATE TAX ADMINISTRATION, (5) 106 .

ESTATES, payments from, to non-residents, (4) 554-555; taxation in the United

Kingdom and United States, (4) 585-590 .

EUROPEAN COMMON MARKET, (2) 236 .

EUROPEAN ECONOMIC COMMUNITY COMMISSION, (2) 206,

EUROPEAN ECONOMIC COMMUNITY TREATY, (2) 205 .
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EUROPEAN FREE TRADE ASSOCIATION CONVENTION, (2) 205 .

EVASION OF TAX, the meaning of "tax avoidance" and "tax evasion", (3) 537-538;

sales taxes, cost of combating under retail tax, (5) 38 ; value-added tax,

(5) 47, 50-51 ; through leaving Canada, (5) 149 .

EXCHANGE RATE, fixed, (2) 77-78, 188, 191-192, 229-230; flexible, (2) 191 ;

stabilizing role of foreign sector, (2) 193; effects on balance of payments,

(2) 194-196 ; fixed, effect of sales taxes, (5) 8 .

EXCHANGE RESERVE CEILING, effect on monetary and fiscal policy, (2) 196, 230 .

EXCHEQUER COURT, new trials before, (2) 15; interpretation of section 12(1)(a),

(3) 79; attitude toward tax avoidance, (3) 545-548; the Anaconda case ,

(4) 236; taxation of contract income, (4) 463; determination of tax

avoidance, ( 4) 601; appeals under section 138A, (4) 603 ; section 138A(2),

(4) 712; jurisdiction, (5) 112-114, 165, 166 ; certification of assessed

tax, ( 5) 156 ; recommendations, (5) 168 .

EXCHEQUER COURT ACT, Exchequer Court jurisdiction, (5) 114 ; appeals to

Supreme Court, (5) 11 5 .

EXCISE ACT, excise duties, levy, (5) 83, 219-220; excise taxes on wines and

tobacco products, conversion into excise duties, ( 5) 90 ; recommended

revision, (5) 157 .

EXCISE ACT ADMINISTRATION, recommendations, (5) 157 .

EXCISE DUTIES, alcoholic beverages .and tobacco products, (5) 9; imported

goods, (5) 83; levied under Excise Act, (5) 83; pyramiding, (5) 91 .

EXCISE STAMPS, tobacco products, (5) 90 .

EXCISE TAX ACT, complexity of administration, effect on imports, (2) 204 ;

excise taxes, ( 5) 83 ; excise taxes on wines and tobacco products,

conversion into excise duties, ( 5) 90 ; licensing, (5) 32, 107 ; regulations
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and rulings, (5) 107; jurisdiction of Exchequer Court, (5) 114; refund

of sales tax on ships' stores, (5) 193 ; transfer of exemptions on farming

and fishing equipment from customs tariff items, (5) 205 ; levy of excise

taxes and excise duties, (5) 219-220 .

EXCISE TAX COMPENDI[AK, (5) 92 .

EXCISE TAX RESOLUTIONS, of March 29, 1966, (5) 3 .

EXCISE TAXES, see also EXCISE TAXES AND EXCISE DUTIES; special temporary ,

use of to combat inflation, (2) 65-66, 112, (5) 4; luxury goods,

(5) 9; tobacco products, (5) 9> ad valorem, (5) 84 ; adminis-

tration, integrated with manufacturer's sales tax, (5) 84 ; cost of

collection, (5) 84; the effect of our proposals on 1964 revenues from,

(6) 4, 42-44 ; reconciliation of 1964 revenues under actual 1964 law and

1966 law, (6) 7 .

EXCISE TAXES AND EXCISE DUTIES, see also EXCISE TAXES, also EXCISE DUTIES ;

regressiveness, (2) 245; general review of, (5) 83-92 ; neutrality, (5) 83 ;

ad valorem tax rates versus specific rates, (5) 87 ; conversion of excise

taxes to excise duties, (5) 88-91 ; administration, adjustments, (5) 91 ;

recommendations, (5) 92; explanatory co~ents, (5) 219 .

EXEMPT INCOME , under present tax system, (3) 80; expenditures to produce,

(3) 80, 88, 107, (4) 217, 230 .

EXEMPTION CERTIFICATE, for use by tax-exempt entities, (3) 389 , 398 .

EXEMPTIONS, for sales tax, see also specific item headings ; for tax-exempt

entities, see TAX-EXEMPT ENTITIES; marital, discussion of use Cc fixed

marital exemption, (3) 16; for dependent children, (3) 17; proposed basic

income tax exemptions, (3) 20, 34, 70-71, 157, 167, 200; lifetime, for

gains on sale of residential and farm property, (3) 69-70, 105, 353, 357,

395, (4) 450-451; lifetime, for gifts, (3) 126, 137, 227, 478, 499; annual,

for gifts, (3) 137-138, 227, 478, 498 ; personal, present, (3) 180; income
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tax, the difference between tax credits and exemptions, (3) 180 ; personal,

effect of substituting tax credits for, (3) 183, 186; personal, possible

incorporation in rate schedules, (3) 209; for gifts, present, (3) 470,

496-499; for involuntary gifts, (3) 499-500; for gifts to non-residents,

(3) 507; personal, reductions for family allowances, (3) 522; tax, for debt

instruments sold by government, (3) 532; statutory, withdrawal, (3) 532 ;

ship or aircraft of non-residents, (3) 532; Royal Canadian Mounted Police

pensions, (3) 533; German compensation, (3) 533 ; tax, Halifax Disaster

pensions, (3) 533 ; tax, for service pensions, (3) 533 ; prospecting, (3) 533 ;

employees of another country, (3) 534 ; Governor General and Lieutenant

Governors, (3) 534; municipal officers, (3) 534; for United Kingdom estate

tax purposes, (3) 614; for United States gift tax purposes, (3) 616; for

corporate distributions, as alternative to integration proposal, (4) 45 ;

for co-operatives, (4) 111-112, 117 ; for provincial payments to utility

companies, (4) 128 ; for charities and non-profit organizations, (4) 128-141 ;

for certain trusts, (4) 191; trust beneficiaries, (4) 191-192; for new

mines, (4) 295 , 297, 305 , 328-331 , 333 , 335-338 , 733-741; for prospectors

and grubstakers, (4) 347, 351-353; for mutual insurers, (4) 468-469; from

branch tax, for foreign insurance companies, (4) 471 ; for foreign dividends,

(4) 486, 489, 510-512; for tax-exempt foreign investors, (4) 550; for

foreign business corporations, (4) 558 ; value-added taxes, (5) 50 ; sales

tax, consumer goods, (5) 59-60; sales tax, recommendations, (5) 78-81 ;

sales tax, anomalies and areas of administrative difficulty, (5) 173-177 ;

sales tax, institutional, (5) 209-218 ; for new mines, effect on corporation

tax base of elimination, (6) 9, 119, 172 ; effect of proposals on personal

income tax base, (6) 19-22 ; for new mines, effect of transitional provisions

on tax revenues, (6) 38; estimates, source of, (6) 242-243 .

EXPENDITURES ARTIFICIALLY REDUCING INCOME, present tax treatment, (3) 80-81 .

"EXPENSE ACCOUNT LIVING", see EMPLOYMENT INCOME, also BENEFITS .
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EXPENSES, see also DEDUCTIONS and EMPLOYEE EXPENSES; recommended deductibility,

(3) 41 .

EXPLORATION AAII) DEVELOPMENT COSTS, present tax treatment, (4) 295, 304-305 ;

general discussion, (4) 300-302; in mining, (4) 302; in petroleum, (4)

303-304; the accounting neutrality argument for immediate write-off ,

(4) 307-308; funds raised for, immediate write-down of shares, (4) 310;

efficiency of rapid write-off as a tax concession, (4) 330; proposed

treatment, (4) 332-333, 335, 338-339, 346-348, 355-356 ; deduction for

shareholders, (4) 345-346 ; exploration outside Canada, (4) 348; discussion

of treatment, (4) 733-741; effect of transitional provisions on tax

revenues, ( 6) 38-39; immediate write-off to be continued, (6) 92 .

EXPORT TRADE CORFORATIONS, (4) 500 .

EXPORTS, effect on balance of payments, (2) 189-192; use of incentives,

(2) 204-206; effect on GNP, (2) 314; effect of tax concessions for the

mining and petroleum industries, (4) 313-314; effect of imposition of

sales tax, ( 5) 8 ; value-added taxes, effect on, (5) 49 ; turn-over tax,

effect on, (5) 53 ; refund of sales taxes, ( 5) 72; effects of tax reforms,

(6) 156-158 .

EXPROPRIATION, taxability of proceeds, (3) 63, 69, 355, 371, 394-395 .

EXTRACTIVE INDUSTRIES, see MINING AND PETROLEUM .

F

FACTORY MUTUALS, see INSURANCE .

FAMILIES, as taxable units, (2) 10-11, 19, 42, (3) 5-6, 12-13, 33, 97, 110,

122-125, 144 ; fiscal incidence, (2) 241-260, 270-271; defined for tax

purposes, (3) 13, 132-134, 144 ; consisting of spouses only, (3) 125-130 ;

commencement of family tax unit, (3) 126-127, 134, 144; childless marriages

lasting less than five years, (3) 127; termination of family tax
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unit, (3) 128-130, 139-141, 148-149 ; effect of death on family tax unit,

(3) 128, 148-149 ; effect of remarriage of surviving spouse on family tax

unit, (3) 129, 149 ; effect of divorce or separation on family tax unit ,

(3) 3-29, 148; effect of cessation of residence on family tax unit, (3) 130,

149; inclusion of dependent children in family tax unit, (3) 130-141, 144 ;

tax effect of withdrawal of child from family unit, (3) 136 ; tax on new

unit resulting from marriage, (3) 138-139, 147 ; inclusion of other

dependants in family unit, (3) 141-142 ; tax treatment for common law wives,

(3) 142; fraction of income available for discretionary use, (3) 156, 199 ;

proposed income tax rate schedules, (3) 157, 168, 173-178, 202-203, (4) 7 ;

income taxes payable in the United States and Canada, (3) 159, 161, 199 ;

tax effect of aggregating incomes, (3) 187-193 ; range of incomes over

which marginal tax rates should vary, (3) 199 ; treatment of family unit as

prospective trust beneficiary, (4) 172 ; effect of proposals on tax revenues,

(6) 26-28, 266 .

FAMILY ALLOWANCES, as non-discretionary federal expenditure, (2) 114; effect

on birth rate, ( 2) 123; financing of, (2) 264; effect on present personal

exemptions, (3) 180; present exemption from tax, (3) 180; as transfer

payments, taxation of, (3) 521-526, 534; as alternative to sales tax

exemptions, (5) 62 .

FAMILY UNIT, see FAMILIES .

FARM DQUIPN 0PP, exemptions, administration, ( 5) 34; sales tax exemption,

(5) 73, 194, 197-199, 205 .

FARM PROPERTY, lifetime exemption for gains, (3) 69-70, 105, 353, 357, 395,

(4) 450-451; losses on farm property, (3) 363-364 ; adjustment of cost

basis at effective date, (4) 444 .

FARMERS, "hobby" farming, see HOBBY BUSINESSES, see also FARM EQUIPMEN T

and FARM PROPERTY ; effect of present tax laws on labour movement, (2) 132 ;



41

use of cash method, (4) 249-252, W-445 ; effect of proposed loss rules,

(4) 257 ; number of, income reported, and income tax paid, (4) 439; tax

treatment of, general, (4) 439-451; special problems in valuing livestock,

(4) 442-444 ; transitional features, (4) 444-445 ; personal aspects of

farming, (4) 445-42+8 ; specific expenditures, (4) 445-446; income averaging,

(4) 448-449 ; capital cost allowance, (4) 449 ; sale of depreciable property

to child, (4) 449-451 ; revenue effects of proposals, (4) 451 ; recommendations,

(4) 472-473 ; effect of proposals on amount included in personal income tax

base, (6) 22 ; estimated changes in corporation income tax and capital

expenditures, (6) 96-97; effect of proposals on corporation cash flows ,

cash dividends, capital expenditures, and reliance on external funds,

(6) 131 .

FARMERS AID FISHERMEN, income averaging, present legislation, (3) 244-245 .

FARMERS' AND FISEIERT4EN' S GUIDE, (4) 445, (5) 136 .

FEDERAL GOVERI 4MENT, sales tax exemption, (5) 210 .

FEDERAL-PROVINCIAL FISCAL ARRANGEMENTS ACT, (6) 190,

FEDERAL-PROVINCIAL RELATIONS, strengthening of, (2) 15-16, 19; fiscal

policy in a federal state, (2) 91-105; the growing provincial-municipal

sector and built-in stability, (2) 93-94 ; stabilizing provincial tax

revenues, (2) 94-95 ; stsbilization of provincial expenditures, (2) 95-96 ;

maintaining the federal share of personal income tax revenues, (2) 96-99,

(6) 189; conflict, (2) 99-102; role of the provinces in stabilization,

(2) 102-103 ; co-operation, (2) 103-105 ; recommendations, (2) 109-111 ;

implications of our recommendations, (4) 71, (6) 187-217; the principal

problem, (6) 187; similarity of income tax bases, (6) 187, 214; adoption

of a common retail sales tax base, (6) 187, 214; avoiding duplication of

administrative and compliance costs, (6) 188 ; the effect of the drive for

provincial autonomy, (6) 188; major considerations, (6) 188-190; deter-

mination of income tax bases, (6) 189, 214; redistribution of personal
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income, (6) 189, 214; tax cuts to offset the revenue drag, (6) 190 ;

personal and corporation income taxes, (6) 190-202, 214 ; abatement for

provincial tax, (6) 190; "opting-out" formula, (6) 190-191; tax credit for

provincial tax, (6) 191-193, 214 ; rates of tax on corporate income, (6) 192 ;

double taxation of business income, (6) 193, 215 ; advantages of comtkon

income tax base, (6) 193-194; administration of income taxes, (6) 194-195,

214; integration of personal and corporation income taxes, (6) 195-197 ,

214 ; harmonization of rates of personal and corporation income taxes,

(6) 197-201, 214 ; double taxation of personal income, (6) 200, 215 ;

abolition of death taxes, (6) 201-202 ; sales taxes, (6) 202-217; the scope

or coverage of the sales tax, (6) 203-204, 215 ; "direct" or "indirect"

retail sales tax, (6) 204-205; constitutional considerations with respect

to sales taxes, (6) 205-207, 215 ; sales tax on interprovincial transactions,

(6) 208-209; administration of a federal-provincial retail sales tax ,

(6) 209-210, 215; termination of manufacturer's sales tax, (6) 210, 215 ;

rates of sales tax, (6) 210-213, 215; recommendations, (6) 213-215 .

FEDERAL RETAIL SALES TAX, see SALES TAX, RETAIL LEVEL .

FEES, directors', present taxation, (3) 292; paid by employer, (3) 304; for

employee education, (3) 307 ; to recreation clubs, (3) 313 ; to investment

counsel, (3) 391; membership, deductibility, (4) 140 ; meatbership ,

taxability to organization, (4) 141; estate, trust and agency, (4) 384 ;

to non-residents, (4) 552-554 .

FELLOWSHIPS, to employees, (3) 307 .

FINANCE ACT, (3) 294, 528, 613, (4) 500, 641-642 .

FINANCE AND CONSUMER LOAN COMPANIES, see also FINANCIAL INSTII'UPIONS ; assets ,

(4) 381; tax treatment of, (4) 382-402 .

FINANCE INDUSTRY, estimated changes in corporation income tax and capital

expenditures, (6) 96-97; effect of proposals on corporation cash flows,
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cash dividends, capital expenditures and reliance on external funds,

(6) 131 .

FINANCIAL INSTITUTIONS, see also BANKS, CREDIT UNIONS AND CAISSES POPULAIRES,

FIRE AND CASUALTY INSURANCE COMPANIES, LIFE INSURANCE COMPANIES, PENSION

PLANS ; investments in new and small businesses, (4) 273 ; general, (4) 381-438 ;

defined, (4) 381 ; table of assets, (4) 381 ; banks, trust companies, mortgage

loan companies, and finance and consumer loan companies, (4) 382-402 ; main

tax considerations, (4) 383-385; present tax treatment of reserves, (4)

385-387; evaluation of present tax treatment of reserves, (4) 387-396 ;

allowances for doubtful accounts, (4) 388-396; deduction of bad debts ,

(4) 396; appraisal of tax treatment, (4) 396-402 ; proposals re banks,

(4) 397-399; proposals re mortgages, (4) 400-401 ; proposals re other

financial institutions and other accounts, (4) 401-402 ; life insurance

companies, (4) 402-431; recommendations, (4) 431-432 ; additions to corporation

tax base resulting from removal of tax concessions, (6) 8-9 ; transitional

effects of proposals on tax revenues, (6) 36 ; current and proposed corpo-

ration income taxes, (6) 51 ; effect on capital allocation of present

special industry privileges, (6) 90 .

FINANCIAL STATEMENTS, publication of, (2) 221; use in computing foreign

source income, (4) 527; of corporation, under integration proposals ;

(4) 678-680 .

FINANCING, costs, new capital cost allowance class for, (4) 247; as cost

element, ( 5) 12; for an increased rate of fixed capital formation ,

(6) 111-118, 171; methods of, effect of proposals, (6) 147 .

FINLAPID, use of net wealth tax, (3) 600, 604 ; tax convention with, (4) 567 .

FIRE AND CASUALTY INSURANCE COMPANIES, assets in Canada, (4) 381 .

FISCAL INCIDENCE, general,(2) 239-274 ; present, (2) 240-262, 270-272; of

taxes, (2) 243-248; of public expenditures, (2) 248-257; of the public
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sector, (2) 255-259 ; transfer payments, (2) 262-266; reducing regressiveness

of the present tax system, (2) 266-270; recommendations, (2) 270-273 .

FISCAL POLICY, for stability, see ECONOMIC STABILITY ; for growth, see

ECONOMIC GROWTH; for the redistribution of income, see FISCAL INC IDENCE ;

defined, (2) 24; and full-employment surplus and revenue drag, (2) 281-304 .

FISEiEFREN , machinery and equipment, see FISHING EQUIPMENT; income averaging,

(3) 244-246 ; tax treatment of, (4) 452 ; recommendations, (4) 472-473 ;

purchases of ships' stores, exemption from sales tax, (5) 193; effect of

proposals on amount included in personal income tax base, (6) 22 .

FISHING, estimated changes in corporation income tax and capital expenditures,

(6) 96-97 ; effect of proposals on corporation cash flows, cash dividends,

capital expenditures and reliance on external funds, (6) 131 .

FISHING EQUIPMENT, sales tax exemption, (5) 73, 197-199, 205 .

. FIXED ASSETS, see DEPRECIABLE ASSETS .

FOOD, sales tax exemption, (5) 5 , 9, 60-61, 78, 81, 173-174; expenditures

on, (5) 170; coverings and containers, (5) 200 .

FOOD AND DRUGS ACT, (5) 173, 178 .

FOREIGN BUSINESS CORPORATIONS, (3) 102, (4) 500-501, 557-559 .

FOREIGN DIRECT INVESTMENT, see also FOREIGN DIRECT INVESTMENT INCOME ;

defined, (4) 486; proposed taxation of dividends from, (4) 486-487;

required reporting, (4) 487 ; present treatment in the United States,

United Kingdom and Canada, (4) 500 .

FOREIGN DIRECT INVESTMENT INCOME, proposals, (4) 58-59, 486-491, 515-534,

present tax treatment, (4) 501, 509-512 ; "full gross-up and credit" as

an alternative to present treatment, (4) 512-515; defined, (4) 515-516 ;

procedures proposed, (4) 516-522 ; rate of foreign tax credit for foreign
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direct investment income credit, (4) 522-526 ; computation of foreign source

income for Canadian tax purposes, (4) 526-528 ; problems arising from lack

of control by foreign direct investors, (4) 528-529 ; taxes "in lieu" of

income tax, (4) 529; integration of foreign taxes with Canadian individual

income tax, (4) 530-531; effect of proposals, (4) 531-533 ; business income,

(4) 533-534; of a resident trust, (4) 555 .

FOREIGN EXCHANGE, taxability of profits, (3) 63, 69, (4) 221 .

FOREIGN EXCHANGE MARKET, function, (2) 191 .

FOREIGN INCOME, from direct investments, including business income, se e

FOREIGN DIRECT INVESTMENT INCOME; dividends, see DIVIDENDS; from

employment, see EMPLOYMENT INCOME; from property, see PROPERTY INCOME ;

tax treatment of as a major issue, (4) 482-485; principal proposals ,

(4) 486-491 ; present Canadian treatment, (4) 500-503 ; taxation of, general,

(4) 503-537 ; equity considerations, (4) 503-505; economic considerations,

(4) 505-508 ; computation of, ( 4) 526-528; portfolio investment income ,

(4) 534-537.

FOREIGN INCOME ACCOUNTS, (4) 679-680 .

FOREIGN INVESTMENT, direct, by Canadians, see FOREIGN DIRECT INVESTMENT

INCOME; see also INTERNATIONAL ECONOMIC RELATIONS; effect of policies

which stimulate, ( 2) 50 ; effects of, (2) 187; comments on terms of

reference, (2) 189 ; as stabilizing influence on current account balance,

(2) 193 ; effect on economic growth, (2) 209; general discussion of, (2)

210-227; net economic benefit from, (2) 211; changes in form, (2) 212-213 ;

determinants, (2) 213-217 ; foreign confidence, (2) 217-218 ; foreign

retaliation, (2) 218-219 ; Canadian share offerings by non-resident-

controlled corporations, (2) 219-221 ; criticisms of foreign-controlled

corporations, (2) 222-227 ; effects of proposed tax system, (2) 227-229,

(6) 158-162, 174-175 ; conclusions and recommendations, (2) 232-234; in the

resource industries, (4) 307, 314-317, 322-324; the effect of raising

Canadian taxes on non-residents, (4) 507-508, 538-541, 546-551 .



FOREIGN INVESTORS TAX ACT OF 1966, (4) 768-769 .

FOREIGN OWNERSHIP, see FOREIGN INVESTMENT .

FOREIGN PERSONAL HOLDING.COMPANIES,(4) 747-748 .

FOREIGN SOURCE INCOME, see FOREIGN INCOME .

FOREIGN TAX ACCOUNTS, (4) 679-680 .

FOREIGN TAX CREDIT, with respect to foreign direct investment income,

see FOREIGN DIRECT INVFSTD4ENT INCOME; present, ( 3) 111; extension to

property gains, (3) 353; for gains realized after change of residence,

(3) 378; to non-residents, for pension payments, (3) 441; for foreign

estate taxes or succession duties ; (3) 471 ; for gifts to non-residents,

(3) 508; for foreign taxes on gifts, (3) 509 ; for .United Kingdom estate

tax purposes, (3) 614; to trust or trust beneficiary, (4) 154, 177-178 ,

198-199; for insurance companies, (4) 413, 424 ; as major issue in inter-

national taxation, (4) 482-485; for property income and employment income,

(4) 508-509; for foreign portfolio investment .income, (4) 534-53.7; to

non-residents filing Canadian tax returns, (4) 556; effect of proposals

on personal income tax revenues, (6) 23-28 .

FOREIGN TAXATION, see also specific country headings ; of corporate profits,

(4) 641-659 .

FOREIGN TRADE, see also INPERNATIONAL ECONOMIC RELATIONS ; stabilizing

influence on Canadian economy, (2) 192, 234; effects of tax reforms,

(6) 156-158 .

FORESTRY, measurement of income, (4) 452; tax treatment of, (4) 452-460 ;

public and private ownership, (4) 453; deduction of cost, (4) 453-457 ;

timber limits or rights, (4) 454-455 ; woods assets, (4) 455-456 ; carrying

charges, (4) 456-457 ; reforestation, (4) 457; proceeds from disposal of

timber limits or rights, (4) 458-459 ; concessions to the industry, (4) 459 ;
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provincial logging taxes, (4) 459; revenue effects of proposals, (4) 460 ;

recommendations, ( 4) 473 ; estimated changes in corporation income tax and

capital expenditures, (6) 96-97 ; effect of proposals on corporation cash

flows, cash dividends, capital expenditures and reliance on external

funds, (6) 131 .

FORGIVENESS OF DEBT, see CANCELLATION OF DEBT .

FORMULA FLEXIBILITY, use as economic stabilizer, (2) 83-84; as automatic

fiscal policy, (2) 286 .

FRANCE, export incentives, (2) 205 ; importance of direct taxes, (3) 207;

estate tax convention with, (3) 510; gift tax system, (3) 603 ; treatment

of corporate source income, (4) 47-49; treatment of losses, (4) 291; tax

convention with, (4) 567; surplus-stripping legislation, (4) 610; taxation

of corporate profits, (4) 646-651 ; sales tax rates, (5) 69 ; sales tax

treatment of exports, (5) 72 .

FRATERNAL BENEFIT SOCIETIES, tax exemption, (4) 413 .

FRATERNAL ORDERS, see NON-PROFIT ORGANIZATIONS .

FREIGHT COSTS, see TRANSPORTATION.

FRONT & SIMCOE LTD. v. M.N.R., (3) 546 .

FUEL, sales tax exemption, (5) 61, 78, 192-193 ; for internal combustion

engines, ( 5) 71; expenditures on, (5) 170 .

FULL COSTING, (4) 304 .

FULL EMPLOYMENT, surplus at, see FULL-EMPlAYMENT SURPLUS; need for dynamic

central government with adequate fiscal power, (2) 16; conflict with price

stability, (2) 25-34; defined, ( 2) 29, 53; conflict with economic growth,

(2) 37-41, 47 ; and international trade, ( 2) 192-199 ; estimating government

expenditures and revenues at, (2),281-286 .
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FULL-ENff'IAYMENT SURPLUS, general, (2) 69-81 ; defined, (2) 70-71; comparison

with actual surplus, 1953-6~, (2) 72, 287 ; impact of discretionary

fiscal policy, (2) 73; estimates in federal budgets, (2) 109 ; and revenue

drag, and fiscal policy, (2) 281-304 ; method of estimation, (2) 281-286 ;

use in analyzing fiscal policy, (2) 291-299 .

FURNITURE, office, (5) 71, 194-197, 204 .

GAINS IN KIM, see also BENEFITS ; included in comprehensive tax base,

(3) 41 .

GAMBLING GAINS, see also WINIDFALLS ; inclusion in comprehensive tax base,

(3) 521, 526-527, 535 .

GENERAL AGREEMENT ON TARIFFS AND TRADE, (2) 204-205.

GENERAL BUSINESS INCOME , see BUSINESS INCOME .

GERMAN COMPENSATION PAYMENTS, (3) 533 .

GERMANY, importance of direct taxes, (3) 207 ; income averaging, .(3) 250 ;

gift tax system, (3) 603; treatment of corporate source income, (4) 47;

treatment of losses, (4) 291 ; tax convention with, (4) 567; surplus-

stripping legislation, (4) 610, 612 ; taxation of corporate profits ,

(4) 651-655 .

GIFT TAX, see also GIFTS; abolishment of, (3) 41, 70, 105; appraisal of

present system, (3) 119-120, 469-477, 591-593 ; exemptions, (3) 496-499 ;

in the United States, (3) 613-618; on gifts to trusts, (4) 150 ; on property

held in trust at effective date, (4) 158, 165 ; the effect of our proposals

on 1964 revenues from, (6) 4, 32, 42-43 ; effect of proposals on "example

groups" of taxpayers, (6) 52-55 .
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GIFTS, see also GIFT TAX and CHARITABLE DONATIONS ; in trust, see TRUSTS ;

taxability, (2) 10, 42; the proposed system, (3) 13, 465-519 ; to close

relatives, (3) 19, 35, 227-229, 237 ; included in comprehensive tax base,

(3) 25 , 35, 40-41, 54, 70, 105, 465-469, 477, 479, 513; as personal

consumption expenditures, (3) 42, 55; deemed to be dispositions of property,

(3) 51, 354, 394 ; present taxability, (3) 63, 469-477, 591-593 ; treatment

in United Kingdom, (3) 65; lifetime exemption proposed, (3) 126, 137, 227,

478, 498-499, 514; to dependent children from outside family unit, (3) 132,

135-136, 147, 272, 279; annual exemption proposed, (3) 138, 227, 478, 498,

514 ; need for averaging provisions, (3) 242 ; defined, (3) 465, 480; transfers

for inadequate consideration, (3) 480-481, 513 ; powers of appointment and

encroachment, (3) 481-482, 513; conditional, (3) 483 ; definition of

"property", (3) 483-485; meaning of "receipt", (3) 485-488 ; tax-paid ,

(3) 488, 607-608 ; to corporations, (3) 488-489, 514, (4) 223 ; in instalments,

(3) 489-490, 609-611 ; annuities, (3) 491-494, 514 ; involving proceeds of

insurance and pension plans, (3) 495-496 ; successive transfers, (3) 499-500,

514; valuation of property, (3) 500-502, 515 ; time of valuation, receipt

and payment, (3) 502-504, 515 ; rate schedules and averaging, (3) 504-505,

515; to non-residents, (3) 507-509 , 515, (4) 488, 554-555 ; of property

situated in Canada, on death, (3) 509-510, 516; credit for foreign taxes,

(3) 509, 516; tax conventions, (3) 510 ; taxpayer compliance,administration,

and enforcement, (3) 510-513; gift tax statistics, (3) 517; alternative

methods of taxing, (3) 591-605 ; tax treatment in United States, (3) 615 ;

by owner of business, (4) 231 ; of farm property to child, (4) 450-451 ;

effect of proposals on personal income tax base, (6) 14-17 ; inclusion in

personal income tax base, the effect of provincial death taxes, (6) 188 ;

inclusion in comprehensive tax base of provinces, (6) 202 .

GOLI MAN v, M.N.R., appeal to Exchequer Court constitutes trial de novo,

(5) 114 .

GOODWILL, deductibility of expenditures on, (3) 88 ; present problems, (4) 223 ;

proposed deductibility, (4) 244-249 .
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GOODWILL GAINS, (4) 30, 40, 42, 97, 773-797, (6) 11, 101-106, 226 .

GOULD v. GoULD, (3) 548 .

GOVERNMENT EXPENDITURES, see also FISCAL POLICY and TRANSFER PAYMEDFPS ;

financing of, (2) 2-7, 18, (3) 32 ; as economic stabilizers, (2) 54-60,

63-64, 89-91, 314; trend, (2) 91 ; provincial and municipal, (2) 92-105,

109-110 ; effect on allocation of resources, (2) 239; incidence of ,

(2) 248-262, 270 ; table of, (2) 249 ; effect on revenue drag, (2) 289-290 ;

policy, 1953-63, (2) 292; comparison of Canadian and United States

levels, (3) 207 .

GOVERIII+ E LVT REGULATION, for financial institutions, (4) 383 .

GOVEM iEPFrAL ORGANIZATIONS, present and proposed tax treatment, (4) 124-128 ,

143 .

GOVERNOR GENERAL, taxation of expense allowances, (3),301; tax exemption,

(3) 534 .

GOVERNOR IN COUNCIL, standby authority, (2) 325; Tariff Board appointments,

(5) 111; Tax Appeal Board appointments, (5) 113, 116; Tax Appeal Board

procedures, (5) 115-116 ; regulations to be made by, (5) 125-126 ; regulations

approved by, (5) 130 ; regulations for remissions of penalties, (5) 154 .

GOVERNOR OF THE BANK OF CANADA, (5) 133 .

GREASE AND LUBRICATING OILS, sales tax exemption, (5) 192-193 .

GREAT DEPRESSION, effect on economic growth, (2) 121, 143 .

GREGORY v. HELVIItIING, (3) 549 .

GROSS BUSINESS SAVING, see also SAVING ; effect upon fixed investment, (2) 142 ;

effects of tax change proposals, (2) 148; stimulation to increase investment

under full-employment conditions, (2) 167-168 .

GROSS DOMESTIC PRODUCT, contrasted with GNP, (2) 35-36 .
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GROSS NATIONAL PRODUCT (GNP), see also POTENTIAL GROSS NATIONAL PRODUCT ;

as a measure of actual growth, (2) 34, 117; contrasted with gross domestic

product, (2) 35-36; effect on tax-expenditure system, (2) 55; effect on

corporate retained earnings, (2) 55; effect of tax cuts and government

expenditures, (2) 57; estimated proportion of change absorbed by tax-

expenditure system, (2) 58 ; balance of payments current account as component

of, (2) 190; proportion absorbed by tax and transfer payment changes ,

(2) 305 .

GROSS REVENUE TAX, for tax-exempt organizations, (4) 139 .

GROSS-UP, of foreign direct investment income, see FOREIGN DIRECT INVESTMENT

INCOME; of amounts distributed by trusts, for'initial tax, see INITIAL

TAX; of corporate income paid or allocated to shareholders, (4) 7 ;

distributions eligible .for., (4) 51-55, 662-666; for intercorporate

dividends, (4) 60; of dividends received by trust, (4) 177; of foreign

portfolio investment income, (4) 534-537 ; of dividends, under possible

alternative methods of taxing corporate source income, (4) 634-637 ;

grossing-up ratio, (4) 701 .

GROUP INSURANCE, see INSURANCE .

GROWTH, economic, see ECONOMIC GROWTH .

GRUBSTAKERS, proposed treatment, (4) 347, 351-353 .

GUARANTEES, proposals, (3)'88,.(4) 225 .

H

HAWAII, (5) 62 .

HEAD OFFICE EXPENSES, of foreign insurance companies, (4) 470-471 .

HELVERING v . ELKHORN COAL Co ., (3) 551 .
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HOBBY BUSINESSES, proposed treatment of losses, (3) 93-95, (4) 255-258;

hobby farm losses, (4) 440 .

HOBBY FARMS, see HOBBY BUSINESSES .

HOME OIL COMPANY, (4) 737, 741 .

HOSPITAL INSURANCE TAXES, regressiveness, (2) 248.

HOSPITAL SERVICES, ( 5) 69, 79 .

HOSPITALS, public, sales tax exemption, ( 5) 209, 215-216 .

HOUSE OF COMMONS, debates on fiscal policy, (2) 108 ; budget, ( 5) 100, 119;

standing committee, ( 5) 121, 126, 130 ; as a control over ministerial

discretion, ( 5) 127; tabling of directives from Minister of Finance ,

(5) 133 .

HOUSEHOLD EXPENSES, deduction not equitable, (3) 210 .

HOUSING, provided by employer, (3) 304; sales tax exemption, (5) 61 .

HOUSING CORPORATIONS, see NON-PROFIT ORGANIZATIONS .

HUSBARD, see HUSBAND AND WIFE .

HUSBAND AND WIFE, as family tax units, see FAMILIES ; working wives, see

WORKING WIVES; present tax inequities, (2) 12; comparison of tax status

of married couple and single individuals, (3) 14-18, 33-34, 117-120,

142-143, 169 ; problems of tax enforcement, income splitting, (3) 120-122,

128 ; transfers between spouses, proposed tax treatment, (3) 127, 146 ;

common law wives, (3) 142; effect of filing separate returns under proposed

rules, (3) 189-191; wife employed by husband, effect on tax credit for

wife, (3) 210.

I

ILL HEALTH, expenditures caused by, sales tax on, (5) 64 .
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IMMIGRATION, as unemployment safety valve, (2) 30 ; postwar level, (2) 39 ;

effect of full employment and taxes, (2) 123 .

IMPERIAL OIL Co. LTD., (4) 737, 741.

IMPORTS, effect on inflation, (2) 26; effect on economic stability, (2) 55 ;

effect on balance of payments, (2) 189-192 ; effect of sales taxes, (2)

203-204; per cent of GNP, (2) 303; goods and services, rate of sales tax,

(5) 7 ; manufactured goods, sales tax on, (5) 20, 31; under wholesale tax,

(5) 34; turn-over tax, application to, (5) 53 ; sales tax effect on

competition, (5) 73 ; excise duties on, (5) 83 ; effects of tax reforms ;

(6) 156-158 .

IMPUTED INCOME, inclusion in comprehensive tax base, (3) 41, 47-49, 56,

118-119 ; deduction of household expenses, (3) 210; as solution to problem

of taxing mutual organizations, (4) 105, 107-108, 118; for credit unions

and caisses populaires, (4) 122; for non-profit organizations, (4) 139 .

INCENTIVE INCOME ACCOUNTS, (4) 679, 694 .

INCENTIVES, tax, see TAX CONCESSIONS .

INCIDENCE, of tax, see TAX INCIDENCE; of the fiscal system, see FISCAL

INCIDENCE .

INCOME, from business, see BUSINESS INCOME; from employment, see EMPLOYMENT

INCOME; from property, see PROPERTY INCOME; discretionary, see DISCRETIONARY

INCOME; exempt, see E7UNPT INCOME; imputed, see IMPUTED INCOME; for

proposals, see COMPREHENSIVE TAX BASE; amounts included under present

tax system, (3) 60-67; present distinction between capital and income,

(3) 62; other gains presently not included, (3) 63 ; influence of United

Kingdom on present determination of, (3) 63-65 ; influence of United States

on present determination of, (3) 65-66; appraisal of present system ,

(3) 66-67 ; deductions under present tax system, (3) 76-82 ; of trusts,

compared with income for tax purposes, (4) 152-153 ; from mineral and
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petroleum extraction, determination of, (4) 298-304; use of accounting

principles or practices in determining, (4) 581-584

INCOME ADJUSTMENT ACCOUNTS, tax treatment of deposits on marriage, (3) 126-127 ;

deposits with respect to gifts or bequests to, and'income of, dependent

children, (3) 136, 147, 272, 279 ; as income averaging method, (3) 259-260,

269-273, 278-279, 348; limitations on reductions in current income, (3) 270;

speculation, (3) 270-271 ; withdrawals, (3) 271-272 ; modifications, (3)

283-284; assumed deposit by prospective trust beneficiary, (4) 171 .

INCOME AVERAGING, see also BLOCK AVERAGING and INCOME ADJIJSTKENT ACCOUNTS;

general, (3) 102, 241-281 ; present legislation, (3) 244-250, 276 ; farmers and

fishermen,-(3) 244-245, 250-258, (4) 440, 44$-449, 452; authors, (3) 245-246 ;

present treatment of lump sum payments, (3) 246-248 ; treatment of losses ,

(3) 248, 261 ; stock options, (3) 248; recapture of depreciation and

revaluation of inventory, (3) 248-249; treatment in other countries,

(3) 250-254; alternatives to present position, (3) 255-261 ; progressive

averaging, (3) 256-257 ; moving average, (3) 257-258 ; deferment of tax ,

(3) 258; carry-over of unused personal exemptions or tax credits, (3) 258;

use of Income Adjustment Accounts, (3) 259-260, 269-273, 278-279, 348 ;

Registered Retirement Income Plans, (3) 260-261, 273-275, 279; asset

revaluation, (3) 261, 274 ; recommended treatment of lump sum and

fluctuating incomes, (3) 261-280 ; recommended residence requirement ,

(3) 261; block averaging recommended, (3) 262-269, 277-278; other

recommended procedures, (3) 273-275; deferment of tax payments for non-

cash income, (3) 273; registered annuities, (3) 274-275, 280 ; income

subj ect to averaging, (3) 275-276; for capital gains, (3) 348 ; effect on

receipts from income insurance plans, (3) 438-439; effect of proposals

on personal income tax revenues, (6) 27-28 .

INCOME ELASTICITY, consumption outlays, (5) 169-170 .

INCOME INSURANCE PLANS, premiums, see PREMIUMS; defined, (3) 401; present

tax treatment, (3) 407-408 ; equity and neutrality, (3) 409; tax deferment
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appraised, (3) 409-421 ; recommendations, (3) 436-439, 458 .

INCOME SPLITTING, by husband and wife, (3) 120-122, 128 ; through gifts to

dependants, (3) 138-139 ; in the United States, (3) 161-162, 173-174 ; as a

method of tax avoidance, (3) 539-540i use of personal corporations, (4) 17; use

of trusts, (4) 188-189 .

INCOME TAX ACT, treatment of farmers, (2) 132 ; designated areas, (2) 135 ;

research and development, (2) 137-141; as present statute, (3) 60 ; section

138, (3) 105, 568 ; personal exemptions, (3) 180 ; income averaging

provisions, (3) 244-249 ; employee deductions, (3) 285 ; definition of

"employment", "employee", "officer", (3) 290 ; taxation of employment

income, (3) 291; proposed charging section, (3) 298; prohibition of

deduction of personal and living expenses, (3) 312 ; definition of

"business", (3) 327; amalgamation provisions, (3) 373; requirements for

registration of Registered Retirement Income Plans, (3) 428 ; taxation of

gifts, (3) 469, 593; transfers for inadequate consideration, gift tax ,

(3) 480; definition of "property", (3) 483 ; loans of property, (3) 485;

charitable organizations, (3) 497; administration of income and gift

taxes, (3) 510; deduction of estate taxes and succession duties, (3) 517 ;

taxation of annuities, (3) 518 ; sundry income provisions, (3) 521 ; exempt

income, (3) 531, 535 ; tax avoidance and tax evasion, (3) 537 ; provisions

permitting tax avoidance, (3) 539 ; cases under section 21, (3) 544-545;

provisions directed at tax avoidance, (3) 553 , 558; meaning of "arm's

length", (3) 561; discretionary powers of Minister, (3) 567 ; removal of

designated surplus provisions and sections 105, 105A, 105B, 105C, an d

138A, (4) 37; section 75, (4) 104; exemption for governmental organizations,

(4) 124; recognition of charities, (4) 132; section 84, (4) 146; taxation

of trusts, (4) 154; income from reversionary interests, (4) 180-181 ;

attribution of income, (4) 188-189 ; treatment of multiple trusts, (4) 190 ;

section 63(4b), (4) 199; charging sections, (4) 216; 1965 amendments ,

(4) 229; identification of: separate businesses, (4) 259 ; provisions relating
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to mining and petroleum, (4) 295-296; prospector and grubstaker exemption,

(4) 351; cash basis for interest income, (4) 384 ; mortgage reserves ,

(4) 386 ; mutualization of insurance companies, (4) 413 ; farming provisions,

(4) 440 ; sale of depreciable property to child, (4) 449 ; policy reserves,

(4) 466; exemption for mutual insurance companies, (4) 468-469 ; branch

tax, (4) 471; exemption for foreign dividends, (4) 501, 510-512 ; definition

of residence, (4) 541; definition of "carrying on business", (4) 543-544 ;

special tax under section 110B, (4) 546; 1966 amendment to exemption for

non-resident investors, (4) 550 ; foreign business corporations, (4) 558 ;

non-resident-owned investment corporations, (4) 559 ; determination of

income, (4) 581; avoidance of associated-corporation provisions through

business trusts, (4) 591; introduction of Act and surplus-stripping

provisions, (4) 601; present dividend tax credit provisions, (4) 636-637 ;

associated corporations, (4) 711 ; Tax Appeal Board, (5) 113 ; Exchequer

Court jurisdiction, (5) 114, 165 ; regulations, (5) 124; misrepresentation,

(5) 144; search and seizure, (5) 151; secrecy, (5) 152; sanctions, (5) 153 .

INCOME TAX ADMINISTRATION, present, (5) 103-107; assessments and returns,

(5) 105, 143-145 ; audit, (5) 105-106, 145-146; collections, (5) 106,

148-150; special investigations, (5) 106, 151-152 ; organization of offices,

(5) 143; recommendations, (5) 143-154; staff recruitment and training ,

(5) 146-148 ; net worth assessment, (5) 150 ; secrecy, ( 5) 152; sanctions,

(5) 153-154 .

INCOME TAX APPEAL BOARD, (5) 112 .

INCOME TAX COURT, division of Tax Court, (5) 166, 168 .

INCOME TAX REGULATIONS, for travel and entertainment, (3) 288, 305-306; for

employee expense deductions, (3) 290; proposed, for employee benefits,

(3) 298 ; relief from withholding tax, (3) 315 ; capital cost classes ,

(4) 238; depletion allowances, (4) 296; depreciation for farmers, (4) 440;

inventory valuation of cattle, (4) 444; timber limits, (4) 454; policy
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reserves, (4) 466; reduction in withholding tax for foreign insurance

companies, (4) 471 ; for computing foreign source income, (4) 527;

depletion allowances, (4) 734; rules for abating personal income taxes,

(6) 191 .

INCOME WAR TAX ACT, (3) 60, 62, 78, 120, 150, 2 81, 308 , 539, (4) 111 , 132,

237, 468, 511 , 601, 733 .

INCOME VARIANT, value-added tax, (5) 44-45 .

INCORFnRATION, transfer of property upon, (3) 355, 371, 395 .

INCORPORATION COSTS, new capital cost allowance class for, (4) 247 .

IPIDENIlVrPIES, see GUARANTEES .

INDIA, income averaging, (3) 252 ; net wealth tax, (3) 600, 604 ; proposed

treaty with, (4) 569 .

INDIANA, (5) 62 .

INDIRECT TAXES, proportion of change in GNP absorbed by, (2) 57-58 ; provincial

and municipal reliance upon, ( 2) 93; revenue at full-employment, metho d

of calculation, (2) 283-284 ; effect of shift to, (2) 331-333 ; use in new

countries, (4) 513 .

INDIVIDUALS, as tax units, (3) 97, 110, 117-122, 142, 146, 148; current end

proposed tax rates, (3) 157, 163-172, 199, 201-202, ( 4) 7; differences

between Canadian and United States income taxes, (3) 161 .

INDUSTRIAL DEVELOPNiEIVT BANK, (4) 381-382 .

INDUSTRIAL RESEARCH ASSISTANCE PROGRAM, (2) 137 .

INFANTS, as prospective trust beneficiaries, (4) 172 .

INFLATION, effect on economy, ( 2) 9 ; relationship to unemployment, (2) 25-34 ,

45-47, 275-277 ; defined, ( 2) 26-28 ; cost-push, (2) 27; structural, (2) 27 ;
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recommendations, (2) 27-28, 32-34, 45-47; effect of built-in stabilizers,

(2) 59; effects of changes in sales and excise taxes, (2) 60 ; locus, (2) 64 ;

possible use of levies on capital expenditures, (2) 65-66 ; effect of balanced

budgets, (2) 86 ; fear of, effect on policy decisions, (2) 106 ; recommen-

dations, (2) 107-111 ; export of, (2) 193 ; effect on capital gains, (3) 349 .

IlMRMATION FOR TAXPAYERS, recommendations, general, (2) 14, ( 5) 128 ; excise

taxes, ( 5) 109 ; income taxes, (5) 136-137; transactions taxes, (5) 139 ;

transactions taxes, local, (5) 140 .

INFORMATION SERVICE, (5) 136 .

INHERITANCE TAX, see SUCCESSION DUTIES and ESTATE TAX .

INHERITANCES, see also BEQUESTS; inclusion in tax base recommended, (3) 40-41,

70, 105; present taxability, (3) 63 ; treatment in United Kingdom, (3) 65 ;

treatment in United States, (3) 66 ; need for averaging provisions, (3) 242;

included in term "gift", (3) 465; inclusion in comprehensive tax base of

provinces, (6) 202 .

INITIAL TAX, on income of trusts, (4) 155-211 ; rate, (4) 157, 159, 167-170,

199-202; election by beneficiary to avoid, (4) 157, 159, 168, 173-174,

188, 193-195, 197-198; election by prospective beneficiary to use

beneficiary's tax rate, (4) 157, 160, 170-174, 193, 198, 200-202 ; not

applicable to gifts where beneficiary is member of donor's family unit ,

(4) 157, 160, 167, 174-175, 182 ; application of tax, (4) 157-162, 165, 167,

169, 188, 190, 192-195, 198-202 ; gross-up and credit for, (4) 158-159,

161-162, 166, 168, 175-177, 182-183, 185, 188, 194; calculation where

separate funds exist or specific property is held, (4) 158-159 ; interest

on, (4) 160-161, 173-174; treatment as withholding tax, (4) 161, 168, 176 ;

on income applicable to non-resident beneficiaries, (4) 162, 199-202 ;

determination of amount paid on distributions from trusts, (4) 165-167,

176-177; calculation where there are two or more prospective beneficiaries ,

(4) 171; calculation where prospective beneficiary is infant or unborn, (4) 172 ;
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payment in instalments, (4) 172; tax credits against, (4) 177-178, 198-200 ;

where beneficiary is exempt organization, (4) 191-192 ; on payments to non-

residents from trusts and estates, (4) 554-555 .

INSPECTION BRANCH, (5) 104 .

INSPECTOR GENERAL OF BANKS, (4) 385 .

INSTALLATION, see TRANSPORTATION, ERECTION OR INSTALLATION COSTS .

INSTALMENT SALES, proposals, (3) 88, (4) 221, 225 .

INSTITUTE OF PUBLIC LAW OF THE. UNIVERSITY OF MONTREAL, (5) 95 .

INSTITUTIONS, public, sales tax exemption, (5) 209, 217 ; educational, sales

tax exemption, (5) 210, 218 .

INSURANCE, life, see LIFE INSURANCE; premiums, see PREMIUMS ; unemployment,

see UNEMPLOYMENT INSURANCE; workmen's compensation, see WORK MEN'S

COMPENSATION; salary continuance, see INCOME INSURANCE PLANS ; proceeds,

(3) 63, 69, 105 ; hospital and medical, treatment of employee benefits,

( 3) 303 ; proceeds reinvested in similar property, exclusion from tax,

(3) 370 ; group, present tax treatment, (3) 407-408 ; group, proposed tax

treatment, (3) 436-439, 458 ; fire, taxability of proceeds, (4) 221 ;

accident and sickness, tax treatment of insurance companies, (4) 421-422,

427; general, income tax treatment of companies, (4) 465-472 ; general,

policy reserves, (4) 466-467; mutual general insurance companies, (4)

467-470 ; foreign companies, (4) 470-472 ; general, recommendations, (4) 474 .

INSURANCE INDUSTRY, estimated changes in corporation income tax and capital

expenditures, (6) 96-97; effects of proposals on corporation cash flows,

cash dividends, capital expenditures and reliance on external funds ,

(6) 131 .

INTANGIBLES, costs of, proposed deductibility, (4) 248-249 .
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INTEGRATID TRANSFER TAX, possible use for gifts, (3) 593-596 .

INTEGRATION OF TAX, need for integration of tax on organizations with that

on individuals and families, (4) 3-4, 82-83; personal and corporation

income taxes, basic proposals, (4) 6-9, 83-84; illustration of the full-

integration system, (4) 8; specific advantages of full-integration system,

(4) 8-9, 84-85; effect on consumers, suppliers and shareholders, (4) 25-27,

86; and capital gains, (4) 27-28, 88 ; effect on costs and prices, (4) 29-30,

86 ; effect of proposal on the demand for Canadian equities, (4) 30-32 ;

credit for corporation income tax, to intermediaries, (4) 31; effect on

the supply of Canadian equities, (4) 32-34; effect on the rate of

investment, (4) 34 ; financing of, (4) 34-35; effect on the dual rate of

corporation tax, (4) 35-36; the effect on tax avoidance, (4) 36-37; effect

on equity and neutrality between organizations, (4) 37 ; comparison with

Committee-of-Four proposal, (4) 37-44, 88 ; alternative proposals ,

(4) 44-46, 88-89 ; further aspects of the .proposal, (4) 49-70, 89-91 ;

various forms of distribution, (4) 52-55, 662-667 ; some problems in the

proposal, (4) 70-81, 91-92 ; effect on new and small businesses, (4) 274 ;

restriction to domestic shareholders, (4) 483 ; foreign corporation taxes,

(4) 514-515, 530-531; accounting and reporting procedures, (4) 661-701 ;

basic elements of the proposal, (4) 661-676; sale of shares before distri-

bution or allocation, (4) 667-672; sale of shares after allocation but

before distribution, (4) 672-676; a method of accounting and reporting,

(4) 676-684 ; accounting b ;;• the corporation, (4) 678-680 ; order of distri-

bution, (4) 680-682 ; reporting to the shareholders, (4) 682-684 ; illustration

of ordinary business income taxed at regular corporate rate, (4) 684-687;

illustration of effect of accelerated capital cost allowances, (4) 688-691;

illustration of treatment of transitional surplus and other differences

between financial and tax surplus, (4) 691; illustration of effect of tax

incentives other than accelerated capital cost allowances, (4) 692-695;

treatment of investment tax debits, (4) 695 ; treatment of business losses,

(4) 696-697; treatment of disallowed expenses, (4) 697-698; effect of
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changes in corporation tax rate, (4) 698-700; .effect of proposals on

personal income tax base, (6) 15-17 ; effect on "example groups" of

taxpayers, ( 6) 52-55 ; economic implications of, (6) 99 ; effect of proposals

on after-tax income of resident shareholders, (6) .101-106, 171 ; personal

and corporation income taxes, federal-provincial relations, (6) 195, 214 .

INTER VIVOS GIFTS, see GIFTS .

INTEREST, in United States, (3) 49, 58, 158, 205; present and proposed

deductibility, (3) 49, 56, 81, 206, 391-392, 397-398 ; added to cost basi s

of property, (3) 91, 355, 358, 393-394 ; paid on deposits in Income

Adjustment Account, (3) 136, 259, 273, 278 ; on refunds resulting from .

block averaging, (3) 262; effect of rate changes on capital gains, (3)

349-350 ; taxation of income, -(3) 387-390, 397 ; on government bonds, not -

transfer payment, (3) 536; paid-on money borrowed for corporate acquisi-

tion, .-(4) 15, 65-66 ; flowing through investment companies, (4) 17; on

income bonds, proposed tax treatment, (4) 62; paid and charged by credit

unions and caisses populaires, (4) 119, 121-122 ; payable by government

re taxes levied on gifts or bequests to trusts, (4) 160-161 ; on tax paid

in instalments, (4) 172 ; expense, proposed deductibility, (4)•230; income

of consumer loan companies, method of accounting, (4) 384 ; taxation of

income from funds on deposit with insurance companies, ( 4) 427; paid non-

residents, proposed withholding tax, (4) 488, 502, 547, 549-551; from

subsidiary to parent, deemed dividend, (4) 549 .

INTEREST RATES, effect on investment, (2) 148-149 ; differential between

Canadian and U .S. rates, (2) 193-199 ; effect on capital inflow, (2) 213 .

INTERMEDIARIES, see also CO-OPERATIVES, CORPORATIONS, TRUSTS; defined,

(3) 31; taxes proposed, (3) 31, 36, 51-53, 57, 59, 68, 71, 98-99, 110 ;

full credit for corporation tax paid, (4) 31 .

INTERNAL REVENUE CODE, (3) 297, (4) 589-590, 655, 743-771 .
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INTERNAL REVENUE SERVICE, use of "business purpose" doctrine, (3) 550;

restriction of information to, (4) 569 .

INTERNATIONAL ECONOMIC RELATIONS, see also FOREIGN IPNESTMEIVT ; general ,

(2) 187-237 ; basic concepts, (2) 189-192; full employment, price stability ,

and the balance of payments, (2) 192-199 ; taxation and Canada's international

competitive position, (2) 199-206 ; economic growth and the balance of

payments, (2) 206-209; effects of the pcoposed tax system, (2) 227-229;

recommendations, (2) 229-234 ; effect of proposals on capital movements ,

(4) 484 .

INTERNATIONAL INCOME, see FOREIGN INCOME.

INTERNATIONAL MONETARY FUND, (2) 188, 190, 231 .

INTERNATIONAL TAXATION, general, (4) 481-491; major issues, (4) 482-485;

principal proposals, (4) 4$6-491 ; neutrality as an international concept,

(4) 491-496; present treatment of international income in ' the United

States, the United Kingdom and Canada, (4) 496-503 ; taxation in Canada

as the country of destination, (4) 503-537 ; taxation in Canad.a as the

country of source, (4) 537-56o ; administration, (4) 561-566; the tax

treaties, (4) 566-570; recommendations, (4) 570-577 ; reciprocal enforcement

of tax Judgments, (5) 150 .

INVENTORIES, response to changes in consumption, (2) 310;_deductibility of

expenditures on, (3) 88-89 ; revaluation, income averaging, (3) 248-249 ; .

need for transitional provisions, (3) 383; valuation at effective date,

for trusts, (4) 165; proceeds brought into income ; (4) 221; proposed

valuation rules, (4) 233-237, 288-289 ; cost of, proposed deductibility,

(4) 248 ; agreement between vendor and purchaser, (4) 266; of farmers,

effect of cash basis of accounting, (4) 441 ; of cattle breeders, method

of valuation, (4) 444; tax paid, .refun8.s, (5) 33 ; use of reconstructed

trading account method to determine sales tax, (5) 55 .

INVENTORS, lack of income averaging provisions, (3) 245 ; income averaging

in Australia, (3) 250 .
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INVESTMENT, foreign, see FOREIGN INVESTMENT ; foreign direct by Canadians,

see FOREIGN DIRECT INVESTMENT ; effect of proposals, (3) 153-155, 164, 196,

200; effect of corporation tax rate changes, (4) 24; effect of integration

of personal and corporation income.taxes, (4) 34 ; in the mining and petroleum

industries, (4) 306-307 ; foreign, by Canadians, effect of tax concession s

to extractive industries, (4) 317-320 ; life insurance company policy,

(4) 405; overall effects of proposals, (6) 150-155, 174 .

INVESTMENT COMPANIES, present tax treatment, (4) 17 ; removal of present

provisions, (4) 61 .

INVESTMENT CREDITS, use to increase corporate saving, (2) 153-154, 165,

167-168, 179 ; treatment under integration proposals, (4) 692-695 .

INVESTMENT INCOME , see PROPERTY INCOME; foreign direct, see FOREIGN DIRECT

INYF.S24EVT INCOME; foreign portfolio, see FOREIGN INCOME; of insurance

companies, (4) 408-409, 412, 414-415, 426; of foreign insurance companies,

(4) 470-471; franked, (4) 641, 645-646 ; effect of proposals on personal

income tax base, (6) 14-18 .

INVESTMENT RESERVE, Swedish, possible use as economic stabilizer, (2) 65-66 ;

as offset to removal of low corporation tax rate, (4) 720-721 .

INVESTMENT TAX ON BUSINESS, use of, (2) 65-66, (6) 167-168 ; treatment

under integration proposals, (4) 695 .

INVESTMENT TRUSTS, see TRUSTS .

INVISIBLES, effect on balance of payments, (2) 192-193 .

IRELAND, estate tax convention with, (3) 510; income tax-treaty with, (4) 567 .

ITALY, importance of direct taxes, (3) 207; income averaging, (3) 251 ;

proposed treaty with, (4) 569 ; sales tax treatment of-exports, (5) 72 .

IVES COMMISSION, (4) 12 .
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JAPAN, export incentives, ( 2) 205; income averaging, ( 3) 251; net wealth

tax, (3) 604 ; tax convention with, (4) 567 ; sales tax treatment of exports,

(5) 73 .

JEWELLERY, repairs and engraving, (5) 68 ; excise tax on, (5) 84 ,

JOINT RETURNS, see RETURNS, and FAMILIES .

KOREAN WAR, effect on prices, (2) 275 .

LABOUR ORGANIZATIONS, see NON-PROFIT ORGANIZATIONS .

LABOUR SUPPLY, as a factor in economic growth, (2) 117-128, 173-174 ;

demographic factors, (2) 123-125 ; willingness of population to work, (2)

125-128; effects of proposals, (3) 153, 210, (6) 78-86, 169-170 ; tax

inducements to emigrate to the United States f rom Canada, (6) 81-82, 169 ;

the participation rate for married women, (6) 82-84, 169; education and

training, ( 6) 84-86, 169 .

LAND, deductibility of expenditures on, (3) 88, (4) 248 .

LATILLA v, C .I.R., (3) 546 .

LAUNDRY, (5) 68 .

LAWYERS, compensation, (5) 147 ; members of Tax Court, (5) 166 ; employed

by Department, location in regional offices, (5) 167 .

LEASE-OPTIONS, (4) 242-243, 290 .
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LEGACIES, see INHERITANCES.

LEGAL BRANCH, (5) 103 .

LEGAL EXPENSES, new capital cost allowance class for, (4) 247.

LEGAL SERVICES, (5) 69, 79 .

LEGISLATION, tax, debate in legislature, (2) 13 ; to prevent surplus-stripping,

Canadian, (4) 600-610; to prevent surplus-stripping, foreign, (4) 610-612 ;

proposed, public hearings, (5) 120-122 ; more general language (5) 123-125 .

LETTER OF INTENTION, (5) 162 .

LIABILITY FOR TAX, of members of family unit, (3) 134-135 .

LIBERTIES, individual, (2) 13-15, 19 .

LIBRARIES, public, sales tax exemption, (5) 210, 218 .

LICENCES, sales tax, (5) 54, 75, 107.

LIEUTENANT GOVERNORS, proposed treatment'of expense allowances, (3) 301 ;

tax exemption, (3) 534 •

LIFE INSURANCE, see also LIFE INSURANCE COMPANIES; present tax treatment,

(3) 63, 406-407 ; proposed tax treatment, (3) 69-71, 106, 441-455, 458-459 ;

treatment of employee benefits, (3) 303; sources of policy reserves, (3)

444-445; participating dividends, (3) 446; mortality gains and losses, (3)

446-449; property income, (3) 442-446, 449-450; as a Registered Retirement

Income Plan, (3) 450-451; estate tax on, (3) 472; payments as gifts, (3)

495-496; alternative procedures for the taxation of income received

through, (3) 585-590; participating and non-participating, (4) 405 ;

as a business, (4) 407 .

LIFE INSURANCE COMPANIES, see also LIFE INSURANCE; policy reserves, see

ACTUARIAL RESERVES; tax concessions, (2) 13; as intermediaries, credit

for corporation income taxes, (4) 31; assets, (4) 381, 402 ;
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tax treatment of, general, (4) 402-431; characteristics of these companies,

(4) 402-407 ; saving aspects, (4) 403; role of the insurer, (4) 403-405 ;

investment policy, (4) 405 ; participating and non-participating insurance,

(4) 405; mutualization, (4) 405-407, 413, 415 ; stock and mutual life

insurance companies,'(4) 405-406; international aspects, (4) 407; public

interest, (4) 407; investment yields, (4) 407-409, 423 ; main tax consider-

ations, (4) 407-412 ; mutual aspect, (4) 409-411 ; investment conduit aspect,

(4) 411 ; effect of tax treatment on industry practice, (4) 412; present

tax treatment, (4) 412-417, (6) 51; present tax exemption for mutual

companies and fraternal benefit societies, (4) 413 ; premium tax, (4) 414 ;

present tax revenue, (4) 414; foreign methods of taxation, (4) 417-418;

alternatives to present tax treatment, (4) 419-421 ; annuities, and

accident and sickness insurance, (4) 421-422 ; proposed tax treatment, (4)

422-428, (6) 51; proposed treatment of business income, (4) 422-426, (6)

95-100 ; proposed treatment of policy dividends, (4) 426; proposed treatment

of investment income, (4) 426 ; proposed treatment of branches of non-resident

companies, (4) 426; administration of tax, (4) 427; proposed treatment of

accident and sickness insurance income, (4) 427; proposed treatment of

interest on funds left on deposits, (4) 427; effect of proposals on tax

revenue, (4) 427-428; transitional provisions, (4)'429-431; surpluses

accumulated tax free in the past, (4) 430-431; recommendations, (4) 432-433 ;

effect of transition tax, (4) 731; effect on corporation tax base of

elimination of special provisions, (6) 9; effect of recommended treatment

for income, on after-tax return of resident shareholders, ( 6) 105; investment

income and participating dividends of policyholders, (6) 237 .

LIFE INTERESTS, alternative tax treatment, (3) 610; taxation in United

Kingdom, (3) 613-614 ; defined, (3) 618.

LIGHTERS, excise tax on, (5) 84 .

LIQUIDATION, of corporation, proposed tax treatment of distribution, (4) 54 .
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LIQUOR, ad valorem tax rate, (5) 87 ; administration of taxes, (5) 109 ;

audit procedures, (5) 157 .

LIVESTOCK, see FARMERS .

LIVING EXPENSES, see PERSONAL CONSUMPTION EXPENDITURES .

LOAN FUND, for exploration in the North, (4) 321 .

LOANS, to employee, (3) 304; of property, as gifts, (3) 484-485 ; to

shareholders, proposed tax treatment, (4) 54 .

LOGGING TAXES ; provincial, (3) .101, 111, (4)- 459 •

LONG-TERM ASSETS, deductibility of expenditures on, (3) 88 .

LOSS CARRY-OVERS, general, (3) 89-95 ; 108; property losses, (3) 90-92,

108-109; 359, 393 ; business losses, (3) 92-95, 109, 248, (4) 252-263;

other losses, (3) 95; proposed effect'on charitable donations, (3) 239 ;

as an income averaging method, (3) 261 ; effect on block averaging, (3 )

268, 278; of corporations ; proposed rules, (4) 60; losses originating

from the provision of consumer goods and services to mutual organization

. members, (4) 166,-117-118 ; for credit unions and caisses populaires, (4 )

122; for non-profit .organizations, (4) 131; for trusts, (4) 178-179 ;

for farms, (4) 446-448; under integration proposals, (4) 696-697; effect

on corporation tax base of extending carry-over periods, (6) 9; effect

of proposals on personal income tax base, (6) 15-17 .

LOSSES, see also LOSS CARRY-OVERS, BUSINESS LOSSES, CAPITAL LOSSES;

computation, (3) 73; property, deductibility, (3) 87, 89-95, 354, 359-368,

393-394; general proposals for deductibility, (3) 89-95, 108 ; deduction

of unrealized losses, ( 3) 261; on property held for personal use, (3)

359-360, 393; on farm property, (3) 363-364; alternative treatment of

property losses, ( 3) 365 ; defined, (3) 366; timing of deduction, (3)

366-367; on revaluation of securities, (3) 366, 394 ; gambling losses ,

(3)_527, 535; application against intercorporate dividends, (4) 60 ;
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corporate, allocation to shareholders, (4) 68-70; of mutual organizations,

from the provision of consumer goods and services to members, (4) 106-107,

117-118; of credit unions and caisses populaires, ( 4) 122; of non-profit

organizations, (4) 130-131 ; of trusts, (4) 178-179 ; effect of present tax

treatment on the mining and petroleum industries, ( 4) 309; in the mining

and petroleum industries, proposals, (4) 336, 358-359; on loans of

financial institutions, problems in determining, (4) 384 ; from hobby

farms, (4) 440, 446-448 .

I1JMP SUM PAYMENTS, income averaging, present legislation, (3) 246-250 ;

treatment in other countries, (3) 250-255 ; alternative solutions, (3)

255-261; proposals, (3) 261-280, 299-300, 318 ; from registered pension

fund, (3) 403; from income insurance plans, (3) 439 .

LUXEMBOURG, net wealth tax, (3) 604.

UJXURY GOODS, special excise taxes, (5) 9, 83.

MAGAZINES, see NEWSPAPERS, MAGAZINES AND BOOKS .

MANAGEMENT FEES, tax on, (2) 216 .

MANITOBA, rates of tax, (6) 190 ; provincial sales tax, (6) 209, 211 .

MANUFACTORY, bonded, (5) 83.

MANUFACTURER'S SALES TAX, see SALES TAX, MANUFACTURER'S LEVEL .

MANUFACTURER'S TAX, see SALES TAX, MANUFACTURER'S LEVEL .

MANUFACTURING INDUSTRIES, estimated changes in corporation income tax

and capital expenditures, (6) 96-97; effect of proposals on corporation

cash flows, cash dividends, capital expenditures and reliance on

external funds, (6) 131 .
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MARGINAL OPERATIONS, (5) 18-20 .

MARINE INSURANCE, see also INSURANCE, (4) 472 .

MARITAL DEDUCTION, for United States gift and estate tax purposes ,

(3) 616-617 .

MARRIED COUPLE, see HUSBAND AND WIFE .

MARRIED WOMEN, see also WORKING WIVES ; participation in the labour force ,

(6) 82-84, 169 .

MASSACHUSETTS TRUSTS, see UNIT HOLDERS' TRUSTS .

MATCHES, excise tax on, (5) 84 .

MEALS, provided by employer, (3) 304 .

MEDICAL EXPENSES, effect on tax liability, (2) 11 ; as non-discretionary

expenses, (3) 19, 34; concessionary allowances for, present and proposed,

(3) 213-219, 233-235, 238; in the United States and United Kingdom ,

(3) 238; computation of allowable amount, (3) 275; deductibility, effect

on taxation of premiums paid by employer, (3) 303; effect of proposals

on personal income tax base, (6) 20-21, 243 .

MEDICAL SERVICES, (5) 66, 69, 79 .

MEDICAMENTS, see DRUGS .

MEP4BERS OF PARLIAMENT, (3) 292, 300, 532:; (5) 101, 121, 124.

MENS REA, requirement in criminal prosecutions, (5) 153.

MEXICO, proposed treaty with, (4) 569 .

MIGRATION, effect on labour supply, (2) 123-125 .
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MINING AND PETROLEUM, for exploration and development costs, see EXPLORATION

AND DEVELOPMENT COSTS; tax concessions, (2) 13, 132-136, (4) 733-741 ;

general, ( 4) 380; the determination of income from mineral and petroleum

extraction, ( 4) 298-304; discovery value, ( 4) 298-300; depreciable assets

used in mining, ( 4) 303; property costs, (4) 304, 332-333 , 335, 339-343,

346-31+7, 353-358; present tax treatment, (4) 304-305 ; arguments for

special tax provisions, ( 4) 306-324, 369-372; special tax provisions

to provide accounting neutrality, ( 4) 307-308; special tax provisions

to offset the tax system bias against risk taking, (4) 308-309; special

tax provisions to offset the capital market bias against risk taking ,

(4) 309-310; special tax provisions to offset corporation tax discrimination

against mineral and petroleum extraction, (4) 310-311; special tax pro-

visions to produce social and economic benefits, (4) 311-324; a summary

of our views, (4) 325-327; efficiency of the present ma jor tax con-

cessions, (4) 327-331, 372-376; the proposed tax treatment, (4) 331-367 ;

three-year exemption and the depletion allowance, proposals, ( 4) 336-338 ;

property gains, proposals, (4) 343-344; prospector and grubstaker

exemption, ( 4) 347; shareholder depletion, ( 4) 347; special aspects of

the proposed tax treatment, (4) 347-355; exploration outside Canada,

(44) 348; payments to the provinces, ( 4) 348-350; purchase and sale of

mineral and petroleum rights and properties, ( 4) 350-354; application

of mining and petroleum provisions to particular types of taxpayers,

(4) 354-355 ; proposed tax treatment compared with proposals for other

industries, ( 4) 355-359; effect of the proposed tax treatment, (4)

359-367; recommendations, (4) 368-376; effect of transition tax, (4) 731 ;

addition to corporation tax base resulting from removal of tax concessions,

(6) 8-9; current and proposed corporation income taxes, (6) 51; effect

on capital allocation of present special industry privileges, (6) 90 ;

elimination of favourable treatment, effect on capital allocation, (6)

91-92; the marginal tax rate for-mining corporations, ( 6) 94; effect of

withdrawal of tax concessions on business saving and investment, (6)

95-100, 119-125, 172; effects of proposals on fifteen large mining and



71

petroleum corporations, (6) 120-122; effects of proposals on corporation

cash flows, cash dividends, capital expenditures and reliance on external

funds, (6) 131.

MINING SURVEY, (4) 377 .

MINING TAXES, provincial, (3) 101, 111, (4) 349-35 0 .

MINISTER OF FINANCE, proposals re scientific research incentives, (2) 138 ;

comments on income averaging for inventors, (3) 245 ; authority to pay

provinces percentage of income tax on utility corporations, (4) 127-128;

introduction of dual corporation tax rate, (4) 267 ; determination of

requirements for contingency reserves, (4) 385-386 ; statement re dual

rate of corporation tax, (4) 703; statements re exploration and develop-

ment cost incentives, (4) 735; tax origination and authorization, (5)

96-103; enquiries re customs duties, (5) 111; advice from Tariff Board,

(5) 115 ; accessibility, (5) 117; public examination of budget proposals,

(5) 119; private consultations, (5) 120 ; legislation corrections, (5)

121; ministerial responsibility, (5) 122; use of discretionary powers,

(5) 127; administration of taxing statutes, (5) 132; supervisory power

over Board of Revenue Commissioners, (5) 133, 157 .

MINISTER OF INI7USTRY, power to subsidize firms in designated areas, (2) 135 .

MINISTER OF NATIONAL HEALTH AND WELFARE, (5) 217 .

MINISTER OF NATIONAL REVENUE, ministerial discretion, (2) 15 ; discretionary

powers, (3) 567; use of section 138A, (4) 14, 599, 603-606 ; establishment

of depletion allowances, (4) 733-734 ; appeals against assessments by, (5)

112; relationship to Tax Appeal Board, (5) 115-116, 165 ; .printed materials,

(5), 175; application for refund of sales tax paid by public institution,

(5), 217 .
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MINISTERIAL DISCRETION, use of advance rulings, (2) 15 ; against tax avoidance,

(3) 111, 567; under multiple trust provisions, (4) 190-191 ; for depreciable

assets under Income War Tax Act, ( 4) 237; re associated corporations, (4)

280-281, 711-714; re "chief source of income" test, (4) 447; effect of

1948 legislation, ( 4) 601; in connection with surplus-stripping, (4)

603-606; re depletion allowances, (4) 733-735 ; printed materials, (5) 65 ;

control, (5) 126-128; Advisory Board on, (5) 127 ; use of, (5) 130 ;

compulsory rulings by Board of Revenue Commissioners, ( 5) 138; filing

of returns and payment of tax, (5) 154 ; application of penalties, (5)

156; excise taxes, (5) 157; printed materials, ( 5) 175; production

machinery and apparatus, (5) 191 .

MINORS, trust income used for benefit of, proposed treatment, (4) 169;

attribution of income, (4) 188-189 .

MIXING, marginal operation, (5) 18-19 .

M.N.R. v. ANACONDA AMERICAN BRASS LTD., (3) 112 .

M.N.R. v. ESTATE OF E.W. BICKLE, (3) 607.

M.N.R. v. JOHN COLFORD CONTRACTING CO. LTD., (4) 463 .

M.N.R. v. MACINNES, (3) 544.

M. N. R. v. PILLSBURY HOLDINGS LIMITED, (3) 545.

M . N; R. v. TAYLOR, (5) 144 .

MONETARY POLICY, creation of money as alternative to taxation, ( 2) 2-3 ;

as economic policy instrument, ( 2) 8, 24; effect on investment (2)

148-149, 165-166 ; with respect to foreign exchange reserves, (2) 188;

effect on foreign portfolio investment in Canada, (2) 193 .

MORTALITY GAINS AND LOSSES, effect on insurance proceeds, (3) 442 ; proposed

tax treatment, (3) 446-449, 452 ; defined, (3) 461; possible alternative

methods of taxation, (3) 585-590; of insurance companies, (4) 408-409 .
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MORTGAGE LOAN COMPANIES, see also FINANCIAL INSTITUTIONS ; assets, (4) 381;

tax treatment of, (4) 382-402; mortgage reserves, (4) 386, 400-401 .

MORTGAGES, reserves against, (4) 386, 400-401.

MOTHERS, working, see WORKING WIVES .

MULTIPLE TRUSTS, use to avoid tax, (4) 190-191.

MULTIPLIER PROCESS, in Canadian economy, (2) . 54-60 ; and built-in stability,

tax leakages and lags, (2) 305-323 .

MUNICIPAL LOAN FUND, (2) 115 .

MUNICIPAL OFFICERS, expense allowances, (3) 292, 300, 534 .

MUNICIPAL TAXES, see PROPERTY TAXES .

MUNICIPALITIES, ramifications of federal actions, (2) 15-16 ; trend of

expenditures, (2) 92; effect on federal economic stability policies,

(2) 92-105, 109-110; fiscal incidence of municipal taxes, (2) 242-260 ;

income tax exemption for, (4) 124 ; sales to federal government, (5) 78 ;

sales tax exemptions, (5) 209, 212-214 .

MUZUAL,F[7NDS, assets, (4) 381.

MUTUAL INSURANCE COMPANIES, see also INSURANCE; (4) 18, 122-123, 143,

467-470 .

MUTUAL ORGANIZATIONS, see also CHARITABLE ORGANIZATIONS, CAISSES POPULAIRES,

CO-OPERATIVES, MUTUAL INSURANCE COMPANIES, NON-PROFIT ORGANIZATIONS ; proposed

treatment, (4) 9, 105-108, 142-144 ; present treatment, (4) 18; .general, (4)

99-147; defined, (4) 99; the nature of-the problem, (4) 99-108; .

producer co-operatives performing a marketing function, (4) 100-101;

producer co-operatives performing a supply function, (4) 101; consumer

co-operatives, (4) 101-102 ; other forms, (4) 102; assessment of present_ ,

tax treatment, (4) 102-105, election to be taxed as corporation, (4) 106 .
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N

NATIONAL BRAND, manufacturer's (5) 13, 19 .

NATIONAL RESEARCH COUNCIL, (2) 137-138, 140, 176 .

NATURAL GAS, see MINING AND PETROLEUM .

NEGATIVE INCOME TAXES, study recommended, (2) 272, (3) 209; present adoptio n

not recommended, (3) 30, 35-36 .

NET WEALTH TAX, possible use of, (3) 27-30, 35-36, 600-602, (6) 40 ; as

supplemental tax for provinces, (6) 201 .

NET WORTH ASSESSMENT, recommendations, (5) 150 .

NET WORTH TAX, see NET WEALTH TAX .

NETHERLANDS, tax avoidance legislation, (3) 571; use of net wealth tax ,

(3) 600, 604 ; treatment of losses, (4) 291; tax convention with, (4) 567 ;

surplus-stripping legislation, (4) 610; sales tax treatment of exports,

(5) 72 .

NEW AND SMALL BUSINESSES, see also RISKY VENTURES; effect of proposed

limitation on business loss deductions, (4) 257; proposed treatment,

(4) 267-282, 286-287; dual corporate rate, (4) 267-276; rapid write-off

of capital cost, (4) 276-282 ; mining and petroleum, (4) 334; treatment of

mining and petroleum property costs, (4) 341; effect of accelerated

write-off of capital c'osts, (6) 93, 126, 172 .

NEW YORK, personal income taxes, (3) 158-159 .

NEW YORK STOCK EXCHANGE, study of return on investments, (4) 40 .

NEW ZEALAND, tax convention with, (4) 567 .

NEWFOUNDLAND, (5) 175, 178 .

NEWSPAPERS MAGAZINES AND BOOKS, sales tax on, (5) 64, 79, 175-176 .
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NON-AR'NI'S LENGTH TRANSACTIONS, problems of tax avoidance, (3) 46-47, 56, 104,

111, 560-567; inadequacy of present rules relating to business transactions ,

(4) 218 ; proposed treatment of in computing business income, (4) 263-267

285-286 ; sale of depreciable property to child, (4) 449-452; international,

(4) 561-563, 565 .

NON-PROFIT ORGANIZATIONS, charitable, see CHARITABLE ORGANIZATIONS ; tax

treatment, general, (4) 128-141, 144 .

NON-RESIDENT-OWNED INVESTMENT CORPORATIONS, (3) 102, (4) 503, 559-560 .

NON-RESIDENTS, special tax on branch profits, see BRANCH TAX; effect of

changes in corporation income taxes, (2) 61, (6) 10, 12, 47, 50-51, 69,

98; present Canadian tax treatment, (3) 60, (4) 502-503 ; capital gains

tax, (3) 353, 356-357, 393; pension payments to, recommendations, (3)

439-441, 458 ; gifts to, (3) 507-510, 515-516; gifts from, (3) 509-510, 516 ;

exemption for ships or aircraft, (3) 532; results of not taxing on corporate

income, (4) 5-6; proposed tax rate on corporate income, (4) 6; effect of

proposals, (4) 9, 29, 31-32, .55, 62-63, 324, 365; present tax on dividends,

(4) 10; transactions with, problems under proposed corporation tax system,

(4) 72-73; periodic allocation of taxed corporate income, (4) 73 ;

transitional problems, (4) 75-76; trust beneficiaries, (4) 162-164, 199-202 ;

residence of trusts created by, (4) 196; advantages in Canadian mining and

petroleum industries, (4) 322-324 ; property gains on mining or petroleum

properties, (4) 344; life insurance aspects, (4) 407; insurance companies,

proposed tax treatment, (4) 426, 470-472 ; tax treatment of as a major

issue, (4) 482-485; taxation of Canadian income, principal,proposals ,

(4) 486-491; exemption-from special withholding tax on foreign direct

investment income of Canadian corporations, (4) 530-531 ; equity and

neutrality considerations, (4),537-541 ; .Canadian source income, proposed

tax treatment, (4) 537-560 ; taxation of, general, (4) 537-560;,,the concept

of residence ; (4) 541-543 ; carrying on business in Canada, .(4) 543-545 ;

taxation of business income, (4) 545-546 ; taxation of property- .



76

income, (4) 546-551; taxation of personal service income, (4) 551-554 ;

taxation of gifts to and payments from trusts and estates, (4) 554-555 ;

optional filing of a Canadian tax return, (4) 555-557; treatment of foreign

business corporations, and non-resident-owned investment corporations ,

(4) 557-56o ; shareholders, reporting by corporations, (4) 683-684, 686-687
;

application of transition tax, (4) 727, 730 ; sales tax on services rendered

by, (5) 67; effects of proposals on shareholders of Canadian corporations,

(6) 118-119; reaction of portfolio investors to proposals, (6) 149 .

NON-TAXABLE SURPLUS ACCOUNTS, (4) 680, 686-687 .

NORWAY, net wealth tax, (3) 604; tax convention with, (4) 567; sales tax

treatment of exports, (5) 72 .

NOTHINGS, goodwill, see GOODWILL ; ( 3) 80, 82, 88, 95, (4) 229-230, 243-249,

4►+9, 455 .

NOTICES OF OBJECTION, filing of, ( 5) 106; upward trend, (5) 161 .

NOTIONAL WHOLESALE VALUES, sales tax, application by Department of National

Revenue, (5) 14-16 .

NURSING SERVICES, (5) 69, 79

0

OBJECTIVES OF THE TAX SYSTEM, general, (2) 1-51 ; alternative methods of

accomplishing, (2) 2-7; statement of objectives, (2) 7-16; maximizing the

growth of output, (2) 8-9; equitable distribution of output, (2) 10-13 ;

protection of the liberties and rights of the individual, (2) 13-15 ;

strengthening of federal-provincial relations, (2) 15-16 ; priority of

objectives, (2) 17-18; recommendations, (2) 18-19, 45-48; conflicts among

objectives, (2) 20-51 ; policy errors in resolving conflicts, (2) 21-25 ;

conflict between full employment and price stability, (2) 25-34 ; the concept

of economic groFrth, (2) 34-37 ; conflict between economic growth and full
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employment, (2) 37-41; conflict between growth and price stability,

(2) 41-42; conflict between economic growth and equity, (2) 42-45 .

OBSOLESCENCE, present deductibility, (3) 79, (4) 217 .

OBSOLESCENT OR DAMAGED GOODS, (5) 8, 36 .

OFFICE EQUIPl4EL+IT, sales tax exemption, (5) 194-197, 204 .

OFFICER, defined as employee, (3) 290 .

OFFICERS, corporate, sanctions, (5) 154 .

OIL COMPANIES, integrated, (4) 322-323, (4) 361 .

OIL INDUSTRY, see MINING AND PETROLEUM .

OIL RIGHTS, deduction of cost, present, (4) 304 ; payments for, (4) 349 ; tax

treatment, (4) 353-354 .

OKUN'S LAW, (2) 115 .

OLD AGE SECURITY, as non-discretionary federal expenditure, (2) 114 ;

financing of pensions, (2) 264; effect of tax changes on revenues, (2) 294;

pensions as transfer payments, taxation of, (3) 521-526, 534 .

OLD AGE SECURITY ACT, (3) 115, 536, (4) 703 .

OLD AGE SECURITY TAX, proposed elimination, (3) 168 ; included in federal

sales tax, (5) 3 .

ONTARIO, regional unemployment rate, (2) 29, 279; succession duties, (3) 471,

598-599; tax on Canadian government corporations, (4) 126; logging tax

deduction, (4) 455; collection of taxes, (6) 195; death taxes, (6) 202 .

ORCHARDS, proposed deduction of capital cost, (4) 449 .

ORGANIZATION FOR ECONOMIC .CO-OPERATION AND DEVELOPMENT, (2) 205 .

ORPHANS, tax effect of withdrawal from family unit, (3) 137 .



OVERSEAS TRADE CORPORATIONS, (4) 500 .

OXFORD MOTORS LTD . v. M.N.R., (3) 528 .

P

PACKAGING, as cost element, (5) 7, 12 .

PARKING, charges, (5) 68 .

PARLIAMENT, debating economic policy, (2) 84 ; granting of standby authority,

(2) 325; legislative approach to tax avoidance, (3) 552-573; authorization

of tax changes, (5) 96-103, 120-121, 129-130 ; control over delegated

legislation; (5) 125, 127; control over Board of Revenue Commissioners,

(5) 133, 157 ; reports of unpaid taxes, (5) 148 .

PARTINGTON v. ATTORNEY-GENERAL, (3) 543, 548 .

PARTLY MANUFACTURED GOODS, as producer goods, (5) 70, 80 .

PARTNERSHIPS, tax treatment, (3) 98; treatment of corporations as, as

alternative to integration proposal, (4) 44-45; election by corporation

to be taxed as, (4) 68-70, 718-719 .

PATRONAGE DIVIDENDS, present tax treatment, (4) 18, 102-105 ; included in

incomes of members of co-operatives, (4) 101; proposed tax treatment,

(4) 105-106, 116 ; deduction by co-operatives, (4) 111-113 ; of credit

unions and caisses populaires, (4) 119-122 ; present withholding tax,

(4) 503 .

PAYMENT OF TAX, by trust, on gifts of other than cash or marketable

securities, (4) 172 ; deferred, as offset to removal of low corporation tax

rate, (4) 719-720; excise duties, ( 5) 89-90, 109; income taxes, (5) 106,

149; excise tax, (5) 89, 108, 154 ; transitional effect of proposals on

tax revenues, (6) 36 .

PEMSEL v . SPECIAL COMMISSIONERS FOR INCOME TAX, (4) 132 .
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PENALTIES, proposed, for non-compliance with dividend reporting regulations,

( 4) 71-72; remission of, (5) 154 .

PENNSYLVANIA, personal income taxes, (3) 160.

PENSION BENEFITS ACT, (3) 430 .

PENSION PLANS, see also RETIREMENT INCOME PLANS, DEFERRED INCOME, and

REGISTERED RETIREMENT INCOME PLANS; deduction of contributions, (2) 151 ;

present treatment, (3) 246-248, 402-403, 406, 408; as retirement income

plans, (3) 401; provincial, (3) 421; foreign or with non-resident members,

(3) 439-441; estimated growth, and the tax deferment involved, (3) 579-584;

as intermediaries, credit for corporation tax, (4) 31; tax exemption for,

(4) 191 ; fund assets, (4) 381 .

PENSIONERS, effect of proposals, (6) 55 .

PENSIONS, see also PENSION PLANS and REGISTERED PENSION PLANS ; service ,

(3) 292 , 532-533 ; as gifts, (3) 495-496 ; Halifax Disaster, (3) 533 ; Royal

Canadian Mounted Police, (3) 533 ; to non-residents, proposed withholding

tax, (4) 488 . '

PERMANENT ESTABLISHMENT, effect on non-resident's tax, (3) 357; real property

of non-residents deemed to be, (4) 344 ; as requirement in most tax treaties,

(4) 544, 567-568; effect on income tax abatements and credits, (6) 191-193 .

PERSONAL CONSUMPTION EXPENDITURES, deductibility not recommended, (3) 42, 54,

82-87, 96, 107, .(4) 227-228, 230-231; present deductibility, (3) 80 ,

(4) 217; preventing deduction by employees, (3) 283-284, 289-290, 312-313,

320 ; employee allowances for, present taxability, (3) 291 ; business losses

as, (4) 255-258; of farmers, (4) 445-448 .

PERSONAL CORPORATIONS, removal of present provisions, (3) 102, (4) 61 ; present

tax treatment, (4) 16-17 .

PERSONAL EXPENSES, see PERSONAL CONSUMPTION EXPENDITURES .
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PERSONAL INCOME TAX, see Volume 3; see also INTEGRATION OF TAX; as economic

stabilizer, (2) 54-67, 107 ; effect of changes on federal surplus, (2) 56, 314;

proportion of change in GNP absorbed by, (2) 57-58; effect of changes on

consumer spending, ( 2) 82; response of tax collections to changes in rates

and allowances, ( 2) 85 ; maintenance of federal share, (2) 96-99, 110-111 ;

effect on migration, (2) 123-124 ; effect on corporate dividends, (2) 147 ;

proposals to reduce progressiveness, (2) 150, 178 ; progressiveness ,

(2) 245; increasing the relative importance of, (2) 266-267, 272 ; increasing

the effective progressiveness of, (2) 267-268, 272 ; credits against for

other taxes, (2) 268, 273 ; revenue at full-employment, method of calculation,

(2) 282-283 ; effect of changes on revenues, 1953-63, (2) 294; the effect

of our proposals on 1964 revenues f rom, (6) 4, 13-28, 32, 42-44 ;

reconciliation of tax under 1966 law to actual amounts accrued under 1964

law, (6) 5 ; effect of proposals on tax base, (6) 13-22; effect of proposals

on tax revenues, (6) 23-28, 42-43 ; proposed integration of corporation

income tax, (6) 91 .

PETROLEUM, see MINING AIM PETROLEUM.

PHARMACEUTICALS, private brand, (5) 18 ; inventories, (5) 33; sales tax

exemption for "fringe" pharmaceuticals, (5) 64; exemptions, (5) 81 .

PHONOGRAP iS, excise tax on, (5) 84 .

PIPES, tobacco, excise tax on, (5) 84 .

PIPES, VALVES AND FITTINGS, (5) 191 .

PLANNING AND DEVELOPMENT BRANCH, (5) 104 .

POLICY DIVIDENDS, included in income, (3) 586; deduction for by mutual

insurance companies, and withholding tax, (4) 122-123 ; components of,

(4) .409-411; tax treatment, (4) 411; transitional provisions and with-

holding tax, (4) 411; deductible in computing premium tax, (4) 414 ;

proposed tax treatment, (4) 426, 469 ; paid by mutual general insurance

companies, (4) 468 .
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POLICY RESERVES, see ACTUARIAL RESERVES .

POLITICAL DONATIONS, see CHARITABLE DONATIONS .

POLITICAL PROBLEMS, retail sales tax, (5) 11 .

POSSESSIONS CORPORATIONS, (4) 747 .

POSTPONEMENT FEES, on income of Registered Retirement Income Plans, (3) 433;

on income of income insurance plans, ( 3) 438; on income from life insurance,

(3) 585-590 ; on income of non-profit organizations from portfolio

investment, (4) 140-141 .

POSTULANTS, taxation, proposals, (3) 226 .

POTASH DEVELOPMIINT, (4) 739 .

POTENTIAL GROSS NATIONAL PRODUCT, defined, ( 2) 34; gap between actual and

potential GNP, (2) 36-38, 51; effect of growth of labour force, (2) 39 ;

as measure of economic growth, (2) 47, 117; derivation of measure of,

(2) 51 .

POWERS OF APPOINTMENT, alternative tax treatment, (3) 611; under trust

instrument, (4) 185-186 .

POWERS OF ENCROACHMENT, see POWERS OF APPOINTMENT . .

PRAIRIE PROVINCES, regional unemployment rate, (2) 29, 279 .

PREFABRICATED CONSTRUCTION COMPONENTS, (5) 76 .

PREMIUM NOTE MUTUALS, see also INSURANCE, (4) 468 .

PREMIUM TAx, (4) 414, 416, 418, 422 .

PREMIUMS, lease, (3) 63, 69, 390 ; on loans, (3) 63, 69 ; life insurance,

(3) 71, 452, 586; insurance, for employees, (3) 302-303, 318-319 ; to

purchase annuities, (3) 405 ; for income insurance, deductibility, .(3) 436 ;

insurance, premium tax on, (4) 414;mutual general insurance, (4) 467-470 .
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PRESSING, (5) 68 .

PRICE STABILITY, need for dynamic central goverrment, (2) 16 ; conflict with

full employment, (2) 25-34, 45; conflict with economic growth, (2) 41-42,

47; defined, (2) 53 ; and international trade, (2) 192-199 .

PRICES, stability of, see PRICE STABILITY; general level, relationship to

unemployment, (2) 25-34 ; effect of price levels on aged, handicapped,

indigent, (2) 32 ; adjustments for rising prices, .(2) 32-34 ; stock, (2) 50 ;

percentage changes in consumer price index, (2) 75 ; effect of taxes and

effect on international competitive position, (2) 200 ; effect of integration

of personal and corporation income taxes, (4) 29-30 ; effect of change to

retail sales tax, (5) 43 .

PRICING OUT, by co-operatives, (4) 103-104, 110 ; by credit unions and caisses

populaires, (4) 119, 121 .

PRINTED MATERIALS, see also NEWSPAPERS, MAGAZINES AND BOOKS ; ministerial

discretion, ( 5) 65 ; sales tax exemption, (5) 175-176 .

PRIVATE BRANDS, (5) 13, 18-19, 29-31, 34 .

PRIVY COUNCIL, (4) 235 .

PRIVY COUNCIL OFFICE, (2) 139 .

PROCESSING MATERIALS, sales tax exemption, (5) 191, 204 .

PRODUCER GOODS, sales tax on, (5) 5, 8, 69-74, 80 ; value-added tax on,

(5) 44-45, 49; sales tax effect, (5) 81, 187-207 .

PROFESSIONS, continued restricted use of cash method, (44) 249-252 .

PROFIT SHARING PLANS, see also RETIREMENT INCOME PLANS and DEFERRED INCOME ;

present treatment, (3) 247, 404-405 ; proposed treatment of benefits and

employer contributions, (3) 299-302, 318, 533 ; as retirement income plans,

(3) 401; rules recommended for registration, (3) 421-431 ; present
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requirements for registration of deferred plan ; (3) 460-461 ; benefits as

gifts, (3) 495-496 .

PROFITS, taxability, (2) 10, 42; corporate, pressure to allocate to share-

holders, (2) 164-165 ; from a business, determination of, (4) 216 .

PROGRAM FOR THE ADVANCEMENT OF INDUSTRIAL TECHNOLOGY, (2) 137-138, 140, 176 .

PROPERTY, defined, (3) 483-485. .-

PROPERTY GAINS, share gains, see SHARE GAINS OR LOSSES; inclusion in

comprehensive tax base, - (2) 10 ; .42-43, (3) 40-41, 54, 66-67, 69, 105,

325-326, 337-338, 353-356, 393 ; taxation of, effect on economic growth,

(2) 24-25; effect of tax exemption on allocation of saving, (2) 159-160 ,

180-181, (6) 89; realization of gains, (3) 50-51, 56-57, 267, 353, 368-380,

394-395; the distinction between capital and income, (3) 62-63, 326-331 ;

exemption for residential properties., (3) 69, 105, 353, 357-359, 395 ;

methods of computing, (3) 73, .106, 381-382, 393 ; deductions, (3) 81-82,

87, 107, 381, 393; losses, (3) 91-92, 109, 354-355, 359-368, 393 ; income

.averaging provisions, (3) 242, 267, 276 ; property revaluations, (3) 274 ,

280, 394; the present position, (3) 326-336 ; equity, (3) 331-333 ; neutrality,

(3) 334-335 ; certainty, (3) 335-336 ; economic implications of tax on

property gains, (3) 338-344 ; .proposed tax rate, (3) 344-347, 393 ;

preferential treatment for property gains, (3) 344-349 ; holding period ,

(3) 347-349 ; effects of inflation and interest rates on equity of taxing

property gains, .(3) 349-350 ; roll-over privilege, (3) 350-351 ; revenue

from taxing property gains, .(3) 351-352 ; proposals in outline, (3) 353-387 ,

393-398; foreign tax credit, (3) 353; application of tax to non-residents,

(3) 3531- 393 ; cost basis, (3) 355; persons taxable, (3) 356-357, 395 ;

gains for tax purposes, (3) 357, 393-396 ; dispositions for tax purposes,

(3) 368-380,-394; accrued, (3) 378-380 ; administration, (3) 382-383 ;

transitional provisions, (3) 383-387, 396-397 ; recommendations, (3) 393-398 ;

accrued in trust at effective date, (4) 161 ; 165 ; present exclusion from

business income, ( 4) 216 ;. inclusion in business income, (4) 220-223 ;
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discovery value, (4) 298-300 ; mining and petroleum, proposal, (4) 336,

343-344; on exploration and development costs, (4) 339; on farm property,

(4) 451 ; from sales of timber limits, (4) 458-459 ; by non-resident, (4)

497, 545; taxability of foreign gains, (4) 503-505, 526; effect of proposals

on corporation tax base, (6) 9; effect of proposals on personal income tax

base, (6) 14-17; transitional effects of proposals on tax revenues, (6) 34 ;

proposed taxation, effect on capital allocation, (6) 91 ; effect on corpo-

rations of proposed full taxation of, (6) 95 .

PROPERTY INCOME , see also DIVIDENDS, FOREIGN DIRECT INVESTMENT INCOME ,

FOREIGN INCOME, INTEREST, INVESTMENT INCOME, LIFE INSURANCE, RENT; inclusion

in comprehensive tax base, (3) 40, 54, 69, 105-106, 325-326 ; method of

computing, (3) 72-76, 106 ; present taxability, (3) 61, 106 ; deductions ,

(3) 77-97, 107-109, 391-392, 398 ; general, (3) 325-400 ; royalties, (3) 390 ;

investment income surtax, (3) 392-393, 398 ; recommendations, (3) 393-398 ;

of a trust, (4) 167; international, present treatment in the United States,

United Kingdom,and Canada, (4) 497-503, 546-551; foreign, proposed

treatment, (4) 508; of non-residents, proposed, (4) 546-551 ; effects of

reforms on tax revenue, (6) 266 .

PROPERTY LOSSES, see LOSSES and CAPITAL LOSSES .

PROPERTY TAXES, regressiveness, (2) 245, (3) 154 ; credits for, (2) 269, 273,

(3) 157, 195-196 ; continuation recommended, (3) 29-30; deductibility ,

(3) 49, 206; in United States, (3) 58, 160; added to cost basis of property,

(3) 91, 355, 358 ; effect of not integrating with personal income tax ,

(3) 157; effect of future reductions on personal income tax exemptions,

(3) 167 ; reducing relative importance, (6) 189 .

PROPRIETORSHIPS, sole, tax treatment, (3) 98 .

PROSPECTING, repeal of tax exemption, (3) 533 .

PROSPECTING COSTS, see EXPLORATION and DEVELOPMENT COSTS .



85

PROSPECTORS, proposed taxation of, (4) 344, 347, 351-353 .

PROVINCES, see also FEDERAL-PROVINCIAL RELATIONS ; ramifications of federal

actions, (2) 15-16; trend of expenditures, (2) 92 ; effect on federal

economic stability policies, (2) 92-105; increasing trend to direct taxes,

(2) 93 ; stabilization of tax revenues, (2) 94-95 ; stabilization of

expenditures, (2) 95-96; share of personal income taxes, (2) 96-99; role

in discretionary stabilization policies, (2) 102-105 ; recommendations for

economic stability, (2) 109-111 ; fiscal incidence of provincial taxes ,

(2) 242-260 ; registration of retirement income plans, (3) 421, 429, 455 ;

income tax treatment of provinces and their agencies, (4) 125-126 ; levies

on natural resources, (4) 348-350 ; premium taxes, (4) 414, 416, 418, 422 ;

sales tax collection agents for the federal government, (5) 4 ; exchang e

of direct tax revenues for sales taxes, (5) 4 ; retail sales taxes, indirect,

power to levy, (5) 5, 38 ; sales tax base, same as federal, (5) 5; retail

sales taxes, use of, (5) u, 35 ; vendors' allowances, (5) 39 ; federal

sales tax exemption on purchases, (5) 77-78, 81, 209-212; net worth tax

as possibility, (6) 201; tax abatements to in 1964, (6) 219 .

PROVINCIAL TAX ABATEMENTS, see ABATEMENTS.

PROVINCIAL GOVERNMENT VENDING BOARDS, (5) 92 .

PROVISIONAL aSSES%mvT, (5) 144 .

PUBLIC EXPENDITURE, see GOVERNMENT EXPENDITURES .

PUBLIC HEALTH AND SANITATION, incidence of expenditures on, (2) 254 .

PUBLIC INFORMATION, see INFORMATION FOR TAXPAYERS .

PUBLIC UTILITIES, present and proposed tax treatment, . (4) 126-128, 143,

PUBLIC UTILITIES INCOME TAX TRANSFER ACT, (4) 127 .

PYRAMIDING, sales tax, defined, (5) 7 ; avoidance of under retail tax, (5) 36 .
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Q

QUALIFYING CORPORATIONS, mining and Petroleum, (4) 295, 377 .

QUEBEC, regional unemployment rate, (2) 29, 46, 279 ; succession duties ,

(3) 471, 598-599 ; mining tax base, (4) 350 ; logging tax deduction, (4) 459 ;

rates of tax, (6) 190; administration of certain welfare programmes ,

(6) 191 ; collection of taxes, (6) 195; death taxes, (6) 202; registration

requirement for firms soliciting business in the province, (6) 208 .

QUEBEC PENSION PLAN, tax position, (3) 403 ; growth, (3) 580 .

QUEBEC SAVINGS BANKS, see BANKS .

R

RADIOS, excise taxes, (5) 9, 84; inventories, (5) 33 ; repairs, (5) 68 .

RATES OF TAX, withholding taxes, see 1,7FMOLDING TAXES ; progressive rates

recommended, (2) 10, 19, 42, 272; effect on labour supply, (2) 128; the

dual corporate rate, (2) 158-159 , 180, (4) 19 , 35-36 , 94, 267-276, 703-724;

by tax source and family income, (2) 247 ; effects of changes on revenues ,

by calendar years, (2) 294 ; standby authority to change, (2) 325; recommended

personal income tax rates, general, (3) 5-20, 32-34, 37, 100, 110, 115,

125-126, 145-146, 153-211, (4) 7; recommended rates for intermediaries,

general, (3) 52-53, 57, 100, 110-111, 115-116, (4) 5-6 ; criteria governing

the selection of a rate schedule, (3) 154-164, 198-201 ; taxation according

to ability to pay, (3) 155-156, 198-199, 205 ; compensatory adjustment s

for other taxes, (3) 156-157, 200 ; international tax comparisons, (3) -

158-162, 199; the maximum marginal rate, (3) 162-163; the revenue yield

of the rate schedule, (3) 163, 200-201, 207 ; taxation of income from equity

investments, (3) 164; reconciliation of conflicting criteria, (3) 165-167,

200 ; recommended rate schedule for unattached individuals without dependants,

(3) 168-172, 202; recommended rate schedule for family units, (3) 173-179, 202 ;
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recommended treatment of dependants, (3) 178-187 ; multiple income recipients,

(3) 187-193 ; allowances for working mothers, (3) 193-194, 201; future tax

reductions and adjustments, (3) 194-197, 203-204 ; for property gains ,

(3) 337-338 , 344-348, 393 ; reductions in progressiveness as a means of

increasing personal saving, (3) 413 ; for gifts, (3) 469, 504-510, 515; for

United Kingdom estate tax purposes, (3) 615; for united States gift and

estate tax purposes, (3) 616-617 ; on corporate source income, proposed,

(4) 9 ; on corporations, present, (4) 11, (6) 192; on surplus-stripping

procedures, (4) 13; on corporate distributions, Committee-of-Four proposal,

(4) 38; corporate, in other countries, (4) 47-49 ; on foreign source income,

(4) 58-59; for purposes of corporation income tax credit, (4) 67-68 ;

rigidity resulting from the integration proposal, (4) 71 ; proposed, for

mutual organizations, (4) 106 ; proposed, for credit unions and caisses

populaires, (4) 121; proposed, for utilities, (4) 127-128; proposed, for

non-profit organizations, (4) 140 ; postponement fee on non-profit

organizations, (4) 141; proposed, for trusts, (4) 151, 157, 159, 162-163,

167-168, 192-193 , 199-202; for trusts, present, (4) 154 ; on gifts to trusts

for benefit on non-resident, (4) 162, 201 ; reduction by use of multiple

trusts, (4) 190; on trust income from direct foreign investment, (4) 199-200 ;

on trust income, payable to non-resident, (4) 200 ; on Canadian income of

non-residents,-present, (4) 485; on employment income of non-residents ,

(4) 551-554; on payments from "designated surplus", (4) 602; treatment

of changes in corporate rate under integration proposals, (4) 698-700 ;

sales tax, (5) 9, (6) 210-213, 215; effect of proposals on revenue, (6) 2,

44, 266; effect of proposals on average rate of corporate taxation, (6) 10 ;

changes in tax for "example groups" of taxpayers caused by reductions in

personal income tax rates, (6) 54 ; average effective rates for individuals,

present and proposed, (6) 56, 58 ; effects of lower marginal rates on labour

supply, (6) 79-81, 169; inefficiency of present dual rate of corporation tax,

(6) 89; elimination of dual corporate rate, effect on capital allocation ,

(6) 92; marginal rates for corporations, effect on capital allocation ,

(6) 94; effect of withdrawal of dual corporate rate, (6) 95-100 ; proposed,
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effects on after-tax income of resident shareholders, (6) 101 ; harmonization

of rates of personal and corporation income taxes, federal-provincial

implications, (6) 197-201, 214 .

RAW MATERIALS, as producer goods, (5) 70, 80 .

REAL ESTATE, effects of proposals, (6) 96-97, 128, 131 .

REAL PROPERTY, annual reporting of holdings, (3) 382 .

REBATES, to low and middle income shareholders, for corporation income tax ,

(4) 31 .

RECEIPT FORMS, for charitable donations, (4) 135 .

RECOMMENDATIONS, objectives of the tax system, (2) 18-19, 45-48 ; fiscal

policy for economic stability, (2) 106-111; fiscal policy for economic

growth, (2) 173-182; international economic relations, (2) 229-234;

redistribution of income, (2) 270-273 ; the determination of a tax base,

(3) 32-36; for comprehensive tax base, (3) 54-57 ; proposed tax system,

(3) 105-111; the tax unit, (3) 142-149 ; rates of personal income tax,

(3) 198-204; concessionary allowances, (3) 233-237; income averaging ,

(3) 276-280 ; employment income, (3) 315-321 ; property income, (3) 393-398 ;

deferred income, (3) 455-459 ; gifts, (3) 513-516 ; taxation of transfer

payments and miscellaneous receipts, (3) 534-535 ; tax avoidance, (3) 573-575 ;

corporations, (4) 82-93 ; mutual organizations and tax-exempt entities ,

(4) 142-144 ; trusts, (4) 203-209 ; general business income, (4) 282-287;

mining and petroleum, (4) 368-376 ; financial institutions, including life

insurance companies, (4) 431-433 ; farming and fishing, (4) 472-473; forestry,

(4) 473 ; general insurance, (4) 474; construction, (4) 474; for international

taxation, (4) 570-577; sales tax, form of collection, (5) 11, 53; sales

tax, scope, ( 5) 78-81; excise taxes and duties, (5) 92; tax formation ,

(5) 129-130 ; tax administration, (5) 157-159; tax adjudication, (5) 167-168 ;

federal-provincial relations, (6) 213-215 .
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RECONSTRUCTED TRADING ACCOUNT METHOD, (5) 55 .

RECREATIONAL CLUBS, denial of expense deduction for employees, (3) 290, 313 .

RECREATIONAL FACILITIES, provided by employers, (3) 304 ; deductibility of

costs, (3) 313 .

REDEMPTION, of shares, proposed tax treatment, (4) 54 .

REFORESTATION, treatment of costs, (4) 457 .

REFUNDS, for tax overpayment resulting from block averaging, (3) 264 ; of

corporation income tax on dividends paid to Registered Retirement Income

Plan, (3) 422; to non-residents, for tax on pension plan payments, (3) 441 ;

to shareholders, resulting from credit for corporation tax paid, (4) 7, 31,

662-663, 701 ; of tax in respect of dividend, interest or foreign incom e

of trust, (4) 159; of excess initial tax on trust, (4) 162 ; for trust,

resulting from tax credits, (4) 178 ; to non-resident trust beneficiaries,

(4) 200, 554; of special tax on foreign direct investment income, (4) 487,

518 ; of withholding taxes on foreign direct investment income, (4) 522 ,

531 ; to non-residents, for tax on employment income, (4) 552 ; to non-residents,

of withholding tax, (4) 556; sales tax, administrative convenience of present

system, (5) 21 ; sales tax, on inventories, (5) 31-33 ; sales tax, to consumers,

(5) 62-64, 78 ; under retail sales tax, recommendations, (5) 155 ; of federal

tax, application to provincial tax, (6) 196 .

REGIONAL DIRECTOR, (5) 163.

REGISTERED RETIREMENT INCOME PLANS, see also DEFERRED INCOME and RETIREMENT

INCOME PLANS; as income averaging method, (3) 260-261, 273-275, 279 ;

proposed treatment of employer contributions, (3) 301-302 ; requirements

for registration, (3) 421-431 ; as method of tax deferment, (3) 421-434, 437,

455-457 ; inclusion of life insurance considered, (3) 450-451 ; annuities



9o

purchased under, (3) 491, 493-494 ; treatment under alternative proposal

for taxing deferred gifts, (3) 610 ; credit for corporation taxes, (4) 31 ;

assumed contribution by prospective trust beneficiary, (4) 171 ; tax exemption

for, (4) 191 ; continuation by resident who becomes non-resident, (4) 556 ;

effect of recommended treatment of corporate source income, (6) 105 ; expected

increase in investment in equities, (6) 148 ; use of proposed provisions to

provide tax incentives, (6) 167-168 ; effect of deferring tax on corporation

income paid or attributable to, (6) 225-226 .

REGISTERED RETIREMENT SAVINGS PLANS, deduction of contributions, (2) 151 ;

present tax treatment, (3) 403-404 ; assets held and deductions reported,

( 3) 579 ; tax exemption for, (4) 191 .

REGISTRAR, of Tax Appeal Board, (5) 11 3 •

REGULATIONS, for cash distributions by co-operatives, (4) 114-115 ; re personal

expenses, (4) 230-231 ; need for in life insurance industry, (4) 426 ;

General Excise and Sales Tax, (5) 19, 54 ; recommended use of, (5) 124-126 ;

transactions taxes, review of, (5) 139 ; Food and Drugs Act, (5) 173 .

REHABILITATION, use to resolve structural unemployment problems, (2) 31 .

RELATID PERSONS, present provisions, (4) 263 .

RELIGIOUS GOODS, sales tax exemption, (5) 176 .

RELIGIOUS ORDERS, members, tax exemption, (3) 226 .

FtEIACATION, use to resolve structural unemployment problems, (2) 31 .

REMAINDER INTERESTS, alternative tax treatment, (3) 611 .

REMARRIAGE, effect on family tax unit, (3) 129 .

REMOVAL EXPENSES, paid by employer, (3) 307 .

RENT, imputed, (3) 47-48, 58 ; inclusion in income, (3) 390 ; present with-

holding tax, (4) 502 ; proposed withholding tax rates, (4) 547 ; of shelter,

sales tax on, (5) 66, 79; of other goods, sales tax on, (5) 68 .
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REPACKAGING, marginal operation, (5) 19 .

REORGANIZATIONS, exchanges of shares, (3) 355, 395-396 ; exclusion from tax,

(3) 371, 395-397 ; statutory amalgamations, (3) 373 ; corporate, present

tax treatment, (4) 15-16 ; corporate, effect of proposed tax system ,

(4) 65-66 ; proposed effect on development costs, (4) 339 ; statutory

amalgamations and surplus-stripping, (4) 602 .

REPAIRS, sales tax on, (5) 68 .

REPORT OF THE AUDITOR GENERAL, publicity re outstanding tax debt, (5) 149 .

REPRESENTATIONS, tax changes, public procedure, (5) 117-118 ,

RESEARCH, see RESEARCH AND DEVELOPMENT.

RESEARCH AND DEVELOWENT, federal expenditure programmes, (2) 137; tax

incentives, (2) 137-138; as determinants of technical change, (2) 137-141 ;

recommendations, (2) 140-141 ; immediate write-off of costs to be continued,

(6) 92 .

RESERVES, see also ACTUARIAL RESERVES ; prohibition of deduction no longer

required, (3) 88; under section 85B, (4) 225-227; proposals, (4) 226-227 ;

of financial institutions, present tax treatment, (4) 385-387; of financial

institutions, evaluation of present tax treatment, (4) 387-396; of financial

institutions, proposals, (4) 396-402 .

RESIDENCE, deemed disposition of property on giving up Canadian residence,

(3) 51, 130, 140, 354, 376-379, 394 ; present significance, (3) 60 ;

importance in new tax system, (3) 99, 110; effect on tax credit for gifts

to close relatives, (3) 229; effect on income averaging, (3) 261; effect

on membership in Registered Retirement Income Plan , (3) 422; of trusts ,

(4) 195-198; effect on tax concession for new and small businesses, (4) 278 ;

as basic test of income tax liability, ( 4) 501; proposed as the basis for

determining liability to tax, (4) 541-543 .
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RESIDENTIAL CONSTRUCTION, sales tax, (5) 74-75 .

RESIDENI'IAL PROPERTY, exemption for property gains, (3) 353, 357-359, 395 ;

determination of cost basis, (3) 358, 395 ; deductibility of losses, (3) 360 ;

valuation at effective date, (3) 384 .

RESOURCE INDUSTRIES, see MINING AND PETROLEUM .

RETAIL COUNCIL OF CANADA, (5) 43, 56 .

RETAIL SALES TAX, see SALES TAX, RETAIL LEVEL .

RETAILERS, effects of proposals, (6) 96-97, 131 .

RETAINED EARNINGS, transition tax on, see TRANSITION TAX; corporate, effect

of corporate income swings, (2) 55 ; corporate, effect on allocation of

saving, (2) 163-165 ; corporate, recommendations, ( 2) 181; of corporations,

allocation to shareholders, (4) 7, 535 ; effect of full-integration tax

system, (4) 8, 29-44 ; present tax treatment, (4) 11-15 ; present methods

of realizing, ( 4) 18; special tax on, as alternative to integration

proposal, ( 4) 46; capitalization of, proposed tax treatment, (4) 51-55 ;

influence on share gains or losses under proposed system, (4) 63-65 ;

transitional problems, (4) 76; of co-operatives, at transition date ,

(4) 118; order of distribution, for credit unions and caisses populaires,

(4) 122; value to members of credit unions and caisses populaires, (4) 146 ;

of foreign subsidiaries, transitional provisions, (4) 536-537 ; changes in,

due to proposed tax treatment, (6) 129-133 .

RETIREKENT INCOME PLANS, see also ANNUITIES, DEFERRED INCOME, PENSION PLANS,

PROFIT SHARING PLANS, REGISTERED RET~EKENT INCOME PLANS, REGISTERED

RETIREMENT SAVINGS PLANS ; proposed tax treatment, (3) 301-302, 318, 402-4U8,

421-436, 439-441, 455-458; defined, (3) 401 ; equity and neutrality, (3) 409 ;

tax deferment appraised, (3) 409-418 ; general conclusions, (3) 418-421 ;

as intermediaries, credit for corporation taxes, (4) 31, 61; proposed

changes in taxes paid on retirement income plan investments, for "example

groups" of taxpayers, (6) 53 .
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RETIRING ALLOWANCES, present and proposed treatment, (3) 63, 292, 300, 318 .

RETURNS, joint, (3) 97; United States joint returns, (3) 160 ; effect of filing

separate returns by husband and wife, (3) 189-191 ; amended, for block

averaging purposes, ( 3) 262; information as to securities and real property

owned, (3) 356, 382 ; final, upon leaving country, (3) 376 ; reporting of

interest payments, (3) 389, 397; reporting of rent payments, (3) 391, 398 ;

reporting of Registered Retirement Income Plan memberships, (3) 425; of

non-residents, for refund of tax on pension payments, (3) 441; of non-

residents, re gifts, ( 3) 508 ; reporting of securities held and transactions,

(4) 56; of income, by credit unions and caisses populaires, (4) 121; for

non-profit organizations, (4) 138 ; by trusts, (4) 155, 168 ; by income

beneficiary of trust re alternative election, (4) 174; from non-resident

trust electing to be taxed as resident, (4) 197; consolidated, (4) 260-261 ;

by non-residents, of employment income, (4) 551; .by non-residents, optional

filing, (4) 555-557 ; by non-residents, on net income basis, (4) 557; of

international transactions, (4) 565-566 ; forms for reporting to shareholders,

(4) 682-684 ; United States information returns, (4) 766=767; income tax. ,

types used, (5) 105; T1 General, (5) 105, 145 ; Ti Short, (5) 105, 145 ;

T2, (5) 105; T3, (5) 105 ; income tax, recommendations, (5) 143-145 ; revised,

time for appeal, (5) 144 ; filing dates, changes, (5) 144-145 ; T4 slips,

(5) 145; transactions taxes, recommendations, (5) 154 .

REVENUE ACT OF 1962, see INTERNAL REVENUE CODE, and UNITED STATES .

REVENUE COURT, see TAX COURT .

REVENUE DRAG, defined, (2) 59, 289 ; effect on full-employment surplus,

(2) 71, 73 ; recommendations, (2) 106-107; and full-employment surplus,

and fiscal policy, (2) 281-304; effect on fiscal policy, (2) 286-291 ;

estimates for post-Korean War period, (2) 292; offsetting policies, (2)

300-302 ; .resulting from proposed tax rate schedules, (3) 194 ; tax cuts

to offset, (6) 190 .
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REVENUES, FEDERAL, from capital gains tax, (3) 351-352 ; effect of not taxing

corporate income, (4) 5-6; effect of integrated corporation and personal

income tax, (4) 77-81; effect of present tax concessions to the mining and

petroleum industries, (4) 297 ; from income tax on life insurance companies,

(4) 414 ; from proposed taxes on insurance companies, (4) 427-428 ; effect

of farming proposals, (4) 451; effect of forestry proposals, (4) 460 ;

effect of increasing withholding tax rates, (4) 547 ; effect of abolishing

low rate of corporation tax, (4) 715; retail sales tax, transitional

implications, (5) 42-43; table of budgetary revenue, (5) 222; effects of

our proposals upon the revenue yield of the tax system, (6) 1-46 ; the

long-term effect of our recommendations on tax revenues, (6) 2-30, 42-43 ;

definition of 1964 tax under current system, (6) 3-8 ; changes in tax

revenue collected at the corporate level, (6) 8-13, 42 ; changes in the

personal income tax base, (6) 13-22 ; changes in personal income tax

revenues, (6) 23-28, 42; changes in sales tax yields, (6) 27-30, 42 ;

analysis of the revenue effect of each major reform, (6) 31-32, 43 ;

transitional effects of our recommendations on tax revenues, (6) 33-42, 44 ;

short-term and long-term impacts of our recommendations, (6) 33-37 ; revenue

effects of transitional provisions, (6) 37-39, 44 ; alternative approaches

to the transitional problem, (6) 39-42 ; effects of proposals, summary and

conclusions, (6) 42-44; distribution of proposed changes on the weight of

taxes on individuals, (6) 47-70 ; from retail sales tax, (6) 211 ; reconcili-

ation of the actual amount of personal income tax revenue for 1964 to the

revenue that would have resulted in 1964 under current (1966) tax law ,

(6) 219; assumptions underlying estimates, (6) 219-245; changes in the 1964

corporation tax base, (6) 221-223 ; corporate source income attributable

to resident individuals in 1964, (6) 223-229 ; changes in 1964 taxes

accrued at the corporate level as a result of our proposals, (6) 230 ; the

effect of particular reforms on each component of the gross personal

income tax base for 1964, (6) 232-241; increase in the personal income tax
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base as a result of particular reforms in concessionary allowances and

family exemptions deducted in computing taxable income, (6) 242-243;

tax credits applicable to personal income taxes for residents in 1964,

(6) 244; total personal income taxes under the current and proposed tax

systems, (6) 244-245 ; proration of the effects of each direct tax reform,

(6) 263-266 .

REVERSIONS, of trust property, (4) 180-183 .

REVIEW SECTION, (5) 163 .

RISKY VENTURES, see also NEW AND SMALI, BUSINESSES; incentives for, (2) 155-158 ;

possible use of government subsidies for business losses, (4) 253;

investments in, (4) 273 ; mining and petroleum extraction, (4) 306; capital

market bias against, (4) 325-327, (6) 87-88 .

ROLL-OVER, of investments, as grounds for tax exemption, (3) 350-351 .

ROYAL ASSENT, (5) 101 .

ROYAL CANADIAN MOUNTED POLICE, enforcement of commodity taxation, (5) 108 .

ROYAL COMMISSION ON BANKING AND FINANCE, (2) 49, 70, 148-149, 163, 188, 199,

(4) 273, 379, 391, 393 .

ROYAL COMMISSION ON CANADA'S ECONOMIC PROSPECTS, (4) 322 .

ROYAL COMMISSION ON CO-OPERATIVES, (4) 111-112, 120, 468 .

ROYAL COMMISSION ON GOVERNMENT ORGANIZATION, reorganization of Department

of National Revenue, ( 5) 135; compensation, views on, (5) 147, 158 .

ROYAL COMMISSION ON THE TAXATION OF PROFITS AND INCOME , (3) 294, 311, 642 .

ROYAL TRUST COMPANY v. M.N.R., (3) 114 .

ROYALTIES, taxation of, (3) 390 ; on oil production, (4) 349 ; paid to non-

residents, proposed withholding tax, (4) 488, 547; present withholding

tax on, (4) 503 .
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RULINGS, use of, (2) 15, (5) 124 ; advance, (2) 15, (5) 128, 138, 158 ;

publication, (5) 138; staff, (5) 139 ; transactions taxes, (5) 140-141;

recommendations, (5) 158; printed materials, (5) 175 .

S

SALARIES, see SALARIES AND WAGES .

SALARIES AND WAGES, taxability, (2) 10, 42 .

SALES TAX, see also specific headings below ; inequitable, (2) 11; effect of

changes on economic stability, (2) 60, 107; exemption of services, effect

on resource allocation, (2) 132-134; proposals to increase burden, (2) 150,

178; effect on Canadian international competitive position, (2) 203-204 ;

regressiveness, (2) 245; credits against personal income tax liabilities,

(2) 269, 273, (3) 196, (5) 3 , 5, 60 , 63, 78; effect of changes on revenues,

(2) 294; relationship to income, (3) 154, 157; relative Canadian and

United States rates, (3) 162, 199 ; effect of future reduction on personal

income tax exemptions, (3) 167; possible future rate reduction, (3) 196,

204; as a means of increasing personal saving, (3) 413 ; earmarked for old

age security, (3) 522; provinces as collection agents, (5) 4 ; retention,

reasons for, (5) 4; reduction of relative weight in revenue mix, (5) 5 ;

sales tax base, same for provinces and federal government, (5) 5 ; comparison

with income taxes, (5) 6 ; transfer of sales tax room to provinces, (5) 6 ;

exporters, effect of tax-paid machinery, equipment and buildings, (5) 8 ;

rates, (5) 9; revenue from, (5) 9 ; collection, form of, (5) 11-57; scope,

(5) 59-81; the effect of our proposals on 1964 revenues from, (6) 4, 29-30,

32, 42-44, 47, 275-280; reconciliation of 1964 revenues under actual 1964

law and under 1966 law, (6) 7; transitional effects of proposals on tax

revenues, (6) 33 ; effect of transitional provisions on tax revenues ,

(6) 38; incidence of changes in, (6) 67, 281-285; reducing relative

importance, (6) 189; federal-provincial consultation required, (6) 189, 213 ;

federal-provincial implications of recommendations, (6) 202-213, 215 ;

manufacturer's level, termination, (6) 210, 215 .
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SALES TAX, BUILDING MATERIALS, see BUILDING MATERIALS .

SALES TAX, CONSTRUCTION, see BUILDING "MATERIALS . .

SALES TAX, CONSUMER GOODS, see CONSUMER GOODS.

SALES TAX, EXEMPTIONS, see EXWPTIONS.

SALES TAX, GOVERMI-1ENT PURCHASES, exemptions, abolishment, (5) 77-78 ;

recommendations, (5) 81 .

SALES TAX, MAIdtTFAC7LJRER'S LEVEL, rate of tax, present, (5) 3 ; abandonment,

(5) 11; neutrality considerations, (5) 12-21; taxable value, actual

selling price to consumers, (5) 12 ; taxable value, at stage prior to retail

sale, (5) 12-13; taxable value, actual selling price by manufacturer ,

(5) 13; taxable value, "pure manufacturer's price", (5) 13 ; taxable

value, "wholesale value", (5) 14; transportation, erection or installation

costs, (5) 16-18 ; private brands and marginal operations, (5) 18-20 ;

imports of fully manufactured goods, (5) 20 ; administrative considerations,

general, (5) 21; recommendations, (5) 53; administration, integrated with

excise taxes, (5) 84 .

SALES TAX, PRODUCER GOODS, see PRODUCER GOODS .

SALES TAX, PROVINCIAL, see PROVINCES .

SALES TAX, RErAIL LEVEL, continuation recommended, (3) 29-30; indirect,

power of provinces to levy, (5) 5 ; advantages, (5) 7-8; services, taxation

of, (5) 8; alternatives, (5) 11; political problems, (5) 11 ; single-stage

tax, (5) ii; neutrality considerations, (5) 35-36; administrative

considerations, (5) 36-39; competence of retailer to collect, (5) 36 ;

cost and effectiveness of collection, (5) 37-38 ; computation of tax,

(5) 38-39 ; vendors' allowances, (5) 39 ; tax-paid inventories, problems

created by, (5) 40-42; transitional implications, (5) 40-43 ; flow of

revenue, transitional implications, (5) 42-43 ; price effects, transitional ,

(5) 43; recommendations, (5) 53 ; effect of proposals on sales tax
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revenue, (6) 2, 42-43 ; adoption of a common base, federal-provincial

implications, (6) 187, 203-204, 214, 215 ; "direct" or "indirect" ,

(6) 204-205; estimates of proposed base, for 1964, (6) 280 ; estimates of

incidence, (6) 281-285 .

SALES TAX, SERVICES, see SERVICES.

SALES TAX, TURN-OVER, see TURN-OVER TAX.

SALES TAX, USED GOODS, (5) 77 .

SALES TAX, VALUE-ADDED, see VALUE-ADDED TAXES.

SALES TAX, WHOLESALE LEVEL, neutrality considerations, (5) 22-31; level

of application, advantages, (5) 22-23 ; taxable value, determination of ,

(5) 22-31; wholesale functions performed by retailers, problems created by,

(5) 23-25; department stores, (5) 24-25; multiple store organizations ,

(5) 24-25; "uplift", (5) 24-25 ; notional values, need for, (5) 26-27 ;

non-personal consumption, (5) 27 ; transportation, erection or installation

costs, (5) 27-29 ; private brands and marginal operations, (5) 29-31 ;

imports of fully manufactured goods, (5) 31; refunds of tax on inventories,

(5) 31-33 ; transitional considerations, (5) 31-33; price changes, (5) 32 ;

administrative considerations, general, (5) 33 .

SALESMEN, commissioned, as employees, (3) 291 .

SANCTIONS, income taxes, recommendations, (5) 153-154 ; transactions taxes,

recommendations, (5) 156 .

SASKATCHEWAN, personal income taxes, (3) 158-159 ; rates of - tax, (6) 190 .

SAVING, see also GROSS BUSINESS SAVING and CAPITAL FOIiKATION; the rate of,

(2) 149-154, 178-180 ; the allocation of, (2) 154-163, 180; corporate ,

(2) 163-165 ; increasing the rate at full employment, (2) 165-168 ; economic

effects of proposals on the rate of business savings, (6) 129-133, 173 ;

effect of proposals on personal saving, (6) 134-150, 173-174 ; determinants
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of personal saving, (6) 134-136 ; the effects of tax changes on the rate of

personal saving, (6) 137-139, 174; estimates of the changes in the rate of

personal saving, (6) 141-146; changes in the form of personal saving ,

(6) 146-150, 173-174; overall effects of proposals, (6) 150-155, 174 .

SCHOLARSHIPS, to employees, (3) 307 .

SCHOOLING, provided by employer, (3) 304 .

SCIENTIFIC RESEARCH, see RESEARCH AND DEVELOPMENT.

SEARCH AND SEIZURE, curtailment of powers, ( 5) 151; transactions taxes,

(5) 156 .

SECRECY, recommendations, (5) 152 .

SECRETARIAT, within Privy Council Office, to co-ordinate federal research

programmes, (2) 139 .

SECURITIES, deductibility of expenditures on, (3) 88, (4) 248; effect of

capital gains tax on turn-over, (3) 342-344; revaluation, (3) 344, 366, 379,

394; effect of capital gains taxes on prices, (3) 346; annual reporting

of holdings, (3) 356, 382; periodic accrual of unrealized gains, (3) 379 ;

valuation at effective date, (3) 385; federal and provincial government,

exemption for non-residents, (4) 550 .

SELECTED TAX DATA, publication, (5) 137 .

SENATE, (5) 101, 122 .

SENATE AND HOUSE OF C0Mh1UNS ACT, (3) 292 .

SENATE FINANCE CONMITTEE, hearings, (5) 101; activities, continuation,

(5) 122 .

SEPARATION, of spouses, effect on family tax unit, (3) 129, 139 .
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SERVICE INDUSTRY, estimated changes in corporation income tax and capital

expenditures, (6) 96-97; effect of proposals on corporation cash flows,

cash dividends, capital expenditures and reliance on external funds,

(6) 131 .

SERVICES, effect of sales tax exemption on resource allocation, (2) 132-134;

gains or losses from included in comprehensive tax base, (3) 40 ; withholding

tax on payments to non-residents, (4) 488, 491; inclusion in sales tax

base, ( 5) 59; scope of taxation, (5) 65-69; taxable unit, (5) 66-67 ;

general versus list approach, (5) 67-69; rate of tax, ( 5) 69 ; recommenda-

tions, (5) 79-80 ; chart of personal consumption in Canada, (5) 179-181;

level of taxation, (5) 183-185 .

SERVICING, as cost element, (5) 12 .

SETTLED ESTATES LIMITED v. M.N.R.,(3) 544 .

SHARE GAINS OR LOSSES, see also PROPERTY GAINS; inclusion of gains or losses

in annual tax base, (4) 4, 6, 7; reason for not taxing accrued gains ,

(1+) 5 ; tax effect of allocation of corporate income to shareholders ,

(4) 7; present tax treatment, (4) 10 ; defects of present failure to tax,

(4) 18; failure to tax as offset to double taxation of corporate income,

(4) 28; the effect of the integration proposals, (4) 28-4+, 88; influence

of retained earnings and distributions under proposed system, (4) 63-65 ;

resulting from integration proposals, (4) 77-81 ; for shareholders in

mining and petroleum corporations, as a result of proposals, (4) 324 ;

proposed taxation of gains, effect on capital allocation, (6) 91 .

SHAREHOLDERS, voice in corporate affairs, (4) 3 ; the ideal method of taxing

for purposes of equity and neutrality, (4) 4 ; reasons for not adopting

most equitable and neutral tax system, (4) 5-6 ; tax base to include

corporate income paid or allocated, (4) 7; credit for corporation tax

paid, (4) 7; allocation of corporate income to, (4) 7 ; example of proposed

system of taxing dividends, (4) 7-8 ; present tax treatment, (4) 10-18 ;
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tax considerations on sale of company, (4) 15-16 ; effects of defects in

present system of taxing corporate income, (4) 18-19 ; effect of double

taxation of corporate income, (4) 19-27 ; effects of integration proposal,

(4) 29-30; preferred, proposed tax treatment, (4) 61-62 ; annual information

for, (4) 66-67; transition tax on, (4) 77 ; deduction for depletion

allowances, (4) 295-296 ; deduction for exploration and development costs,

(4) 345-346; effect of mining and petroleum proposals, (4) 359-367 ;

incidence of taxation under the present system of taxing corporate source

income, (4) 617-624; effects of proposals on resident shareholders, (6)

101-118, 171; resident, of non-resident-controlled corporations, (6) 118 ;

non-resident, effects of corporation income tax proposals, (6) 118 ; of

mining and petroleum companies, effect of integration proposals, (6) 122,

172 .

SHARES, cost basis, see COST BASIS ; gains or losses, see SHARE GAINS OR

LOSSES ; preferred, effect of proposals, (4) 61-62 .

SHELTER, expenditures on, (5) 170; sales tax exemption, (5) 5, 9, 61, 78 .

SHIPS, of non-residents, tax exemption, (3) 532 ; sales tax exemption ,

(5) 196-197, 205 .

SHIPS' STORES, petroleum products and lubricants, (5) 193 .

SHOE REPAIRS, (5) 68 .

SHOUP MISSION, (5) 56 .

SOCIAL WELFARE, incidence of expenditures on, (2) 254 .

SOUTH AFRICA, estate tax convention with, ( 3) 510 ; tax convention with,

( 4) 567; surplus-stripping legislation, (4) 612 .

SPECIAL COMMI'i'I'EE ON CORPORATION TAXATION, see COMMITTEE-OF-FOUR PROPOSAL .

SPECIAL EXCISE TAXES, see EXCISE TAXES .
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SPECIAL INVESTIGATIONS, (5) 106, 151 .

SPECIAL INVESTIGATIONS SECTION, decentralization recommended, (5) 151 .

SPECIAL TAX, on foreign direct investment income, (4) 487; on corporations,

re benefits and disallowed expenses, (4) 697-698 .

SPECIAL WAR REVENUE ACT, (5) 219 .

SPIRITS, imported, into bonded manufactory, excise duty on, (5) 83, 221 ;

excise duties on, (5) 86-92 .

STAFF REC R JITNIELVT, ANID TRAINING, recommendations, (5) 146-148 .

STAMPS, issued to consumers, (5) 63 .

STANDARDS OF EFFICIENCY, tax administration, (5) 141-157 .

STANDBY AUTHORITY, to operate stabilizing fiscal measures, (2) 325 .

STANDING COMMITTEE ON BANKING AND COM[ 4ERCE, (3) 245 •

STATE OF MICHIGAN, (5) 56 .

STATISTICS, economic, need for improvement, ( 2) 83; individual income tax

returns, (5) 159 .

STATISTICS ACT, secrecy of information, (5) 152 .

STATUTE OF LIMITATIONS, (3) 528-529 .

STEER v . M.N.R., (3) all. .

STOCK DIVIDENDS, (4) 51, 62-63, 152, 662-664, 683, 685-686, 691, 694 .

STOCK OPTIONS, treatment of benefits, (3) 248, 300, 318 .

STORAGE, of goods, (5) 68 .

STRIKE PAY, proposed taxability, (3) 307, (4) 140 .



103

STUDENTS, concessionary tax allowances, (3) 229-233 .

SUBPART F INCOME , see also UNITED STATES ; (4) 749-762 .

SUBSIDIARIES, transfers between parent and subsidiary corporations, (3) 373 ,

395 .

SUBSIDIES, use of, (2) 11; for designated areas, (2) 135-136, 175; export,

(2) 204-206; for workers in remote areas, (3) 22; government, (3) 63, 69 ;

by employer,to community schools, (3) 307; to corporations, effect on

shareholders, (4) 57; government, inclusion in income, (4) 221; government,

for business losses, (4) 252-253 ; for regional development, (4) 321 ; for

declining communities, (4) 321 ; as incentives for mineral and petroleum

exploration, (4) 327; as incentives, treatment under integration proposals,

(4) 692-695; by provinces to businesses, (6) 196 .

SUBSISTENCE, as a factor in determining income tax exemptions, (3) 21 .

SUBVENTION PAYMENTS, in the United Kingdom, (4) 260 .

SUCCESSION DUTIES, credit for, (3) 471; as alternative to present gift

tax, (3) 598 .

SUPERINTENDENT OF INSURANCE, (4) 466-467 .

SUPPLEMENTARY UNEMPLOYMENT INSURANCE, see UNEMPLOYMENT INSURANCE .

SUPREME COURT, cancellation of debt, (3) 528; tax avoidance, (3) 545-548 ;

tax on tax-paid gifts, (3) 607; inventory valuation, (4) M ; taxation of

construction hold-backs, (4) 463 ; taxability of mutual insurance campariies,

(4) 468 ; depletion allowances, (4) 741 ; appeals to, (5) 110, 115, 167 .

SUPREME COURT OF THE UNI'i'ID STATES, (3) 65 .

SURPLUS, corporate, see RETAINED EARNINGS .

SURPLUS-STRIPPING, as a method of tax avoidance, (3) 540 ; effect of full-

integration proposals, (4) 9 ; past and present use of, (4) 12-15 ; present
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use to realize retained earnings, (4) 18; effect of Committee-of-Four

proposal, ( 4) 38 ; study of, (4) 94; use in closely held corporations,

(4) 270 ; as a major weakness of present system, (4) 597-616 ; Canadian

legislation to prevent, (4) 600-610; foreign legislation, (4) 610-613;

conclusions, (4) 613-614 ; in connection with transition tax, (4) 728 .

SURTAX, on investment income, (3) 115, 392-393, 398 .

SURVEY COSTS, (4) 455 .

"SUSPENSION", use in single-stage sales tax system, defined, ( 5) 48; need

for under turn-over tax, ( 5) 52; use in France, (5) 57 .

SWEDEN, income averaging, (3) 251; net wealth tax exemption, (3) 600, 604 ;

gift tax system, (3) 603; treatment of losses, (4) 291; tax convention

with, (4) 567; surplus-stripping legislation, (4) 612 .

SWEEPSTAKE WINNINGS, see WINDFALLS .

SWITZERLAND, income averaging, (3) 252; net wealth tax, (3) 600, 604;

proposed treaty with, (4) 569 ; sales tax treatment of exports, (5) 72 .

SYImICATES, tax treatment, (3) 98 .

TARIFF BOARD, present organization, (5) 111- 112; appeals from decisions,

(5) 115; hearings and studies, ( 5) 118; separation of reference and

judicial functions, (5) 164 ; disappearance, (5) 164-165 ; recommendations,

(5) 167 .

TARIFF BOARD ACT, (5) 111 .

TARIFF ROLICY, (2) 187-188 .

TAX ADJUDICATION, administrative appeals, see APPEALS, ADMINISTRATIVE;

judicial appeals, see APPEALS, JUDICIAL ; present, (5) 110-116 ; problems,

(5) 115-116; recommendations, (5) 161-168 .
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TAX ADMINISTRATION, see ADMINISTRATION, also TAX ORGANIZATION .

TAX AGREEMENTS, see TAX CONVENTIONS .

TAX APPEAL BOARD, prestige of, (2) 15 ; appeals re employee deductions, (3) 309;

section 138A, (4) 609, 712 ; cases proceeding to, (5) 106 ; present organization,

(5) 11 2-113 ; jurisdiction, (5) 114 ; recommendations, (5) 164-166, 168 .

TAX CLEARANCE, upon emigration, (3) 376 .

TAX CONCESSIONS, effects on resource al].ocation, (2) 132-135 ; for risky

ventures, (2) 156-157 ; exports, (2) 204-206 ; avoidance of, (2) 11, 13, 19,

135-136 ; to certain industries and special types of corporations, (3) 102 ;

revenue gain from removal of, (4) 34 ; implications for shareholders of

concessions to corporations, (4) 57 ; for members of consumers' mutual

organizations, (4) 106-107 ; low corporation tax rate and dividend tax credit,

(4) 268 ; accelerated capital cost allowances for new and small businesses,

(4) 276-282 ; for the mining and petroleum industries, present, (4) 295-298,

733-741 ; for the mining and petroleum industries, arguments for, (4)

306-327 ; gross depletion, (4) 322-323 ; mining and petroleum, efficiency

of present major concessions, (4) 327-331 ; mining and petroleum, proposed

withdrawal, (4) 336-338 ; effect of removal of mining and petroleum concessions,

(4) 359-367, (6) 95, 172; for financial institutions, (4) 383 ; for forestry,

(4) 459; of under-developed countries, effect of proposals, (4) 532 ; effect

on integration proposals, (4) 692-695 ; revenue effect of removing from

specific industries, (6) 8 ; effect on capital allocation, (6) 90; effects

on the tax reforms proposed, (6) 167-168 .

TAX CONVENTIONS, renegotiation required with respect to withholding tax on

pension payments, (3) 441 ; effect on taxation of gifts to .non-residents,

(3) 507; estate tax, (3) 510 ; limitation on possible increase in with-

holding tax on dividends, (4) 6 ; renegotiation re withholding tax on

stock dividends, (4) 63 ; the authorization of "tax sparing", (4) 532 ;
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proposed negotiations to reduce tax rate differentials, (4) 539 ; provisions

defining "carrying on business", (4) 544 ; negotiations re withholding tax

rates, (4) 547; formulae for allocating profits, (4) 562; major points of

existing conventions, (4) 566-570 ; effect of existing conventions, (4)

566-570; prevention of double taxation, (4) 567-568; prevention of fiscal

evasion, (4) 568-569 ; appraisal, (4) 569-570; United States, (4) 767-768 .

TAX COURT, (5) 164-166, 168 .

TAX FORMATION, present situation, (5) 97-103 ; origination, present system,

(5) 97-100; authorization, present system, (5) 100-103; origination,

recommendations, (5) 117-120 ; authorization, recommendations, (5) 120-130 .

TAX HAVENS, need to eliminate loopholes, (4) 483-485 ; proposed elimination

of the exemption for foreign dividends, (4) 489 ; effect of proposals for

foreign direct investment income, (4) 490, 532 ; use of, (4) 511 ; Canada

as a tax haven, (4) 511; the possibility of defining, (4) 521 ; computation

of income from, (4) 527 .

TAX INCENTIVES, see TAX CONCESSIONS .

TAX INCIDENCE, analysis, (2) 243-248 ; table of tax payments by source., (2)

244; effective tax rates by tax source and family income, (2) 247 ; of tax

on corporate income, (4) 3, 617-624 ; of the proposed system, (6) 47-70 ;

of changes in direct taxes, (6) 49-68 ; of changes in direct taxes on non-

residents, (6) 50 ; of changes in direct taxes, on typical Canadian

residents, (6) 52-55; of changes in direct taxes, by income class for

Canadian residents, (6) 56-62 ; of changes in direct taxes, by income class

for different-age, occupation and sex groups, (6) 63-66 ; of changes in

sales taxes, (6) 67 ; of changes in all taxes combined, (6) 67-68; of

proposed system, conclusions, (6) 69-70 ; reconciliation of the actual

amount of personal income tax revenue for 1964 to the revenue that would

have resulted in 1964 under current (1966) tax law, (6) 219 ; assumptions

underlying estimates, (6) 219-245 ; changes in the 1964 corporation tax
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base, (6) 221-223; corporate source income attributable to resident

individuals in 1964, (6) 223-229 ; changes in 1964 taxes accrued at the

corporate level as a result of our proposals, (6).230 ; the effect of

particular reforms on each component of the gross personal income tax base

for 1964, (6) 232-241 ; increase in the personal income tax base . as a result

of particular reforms in concessionary allowances and family exemptions

deducted in computing taxable income, (6) 242-243; tax credits applicable

to personal income taxes for residents in 1964, (6) 244; total personal

income taxes under the current and proposed tax systems, (6) 244-245;

estimate of sales tax and direct tax for family units classified by income,

(6) 273-277 .

TAX ORGANIZATION, see also ADMINISTRATION ; adjudication, see TAX

ADJUDICATION; formation, 'see TAX FORMATION; general, (5) 93-167 ;

terms of reference, (5) 95 ; present system, (5) 95-116 ; recommendations,

(5) 117-167 .

TAX SPARING, authorization with respect to under-developed countries, (4) 532 .

TAX STRU CTURE COMMITTEE, (2) 105 .

TAX TREATIES, see TAX CONVENTIONS.

TAX UNITS, family, see FAMILIES; individuals, see INDIVIDUALS; defined,

(3) 5, 12-13 ; in proposed system, (3) 6, 97, 110 ; recognition of

differences in income, (3) 8-12, 32-33; recognition of differences in

family responsibilities, (3) 12-18, 33-34; recognition of differences in

specific non-discretionary expenses, (3) 19-20, 34 ; problems of equity

in the present approach, (3) 117-120, 142-144 ; problems of enforcement

in the present system, (3) 120-122 .

TAXABLE INCOME, see INCOME , and COMPREHENSIVE TAX BASE .

TAXATION DATA CENTRE, location and relationship to Head Office, (5) 103 ;

handling of returns, (5) 105-106; further developments, (5) 142 .



108

TAXATION DIVISION, Department of Finance, (5) 98 ; present adminis-

tration, (5) 103-106 ; District Offices, (5) 103 ; Head Office,

(5) 103-104 ; information statements, (5) 104 ; advance rulings ,

(5) 128 ; information programme, (5) 136 ; annual report, (5) 137-138 ;

measurement of degree of tax compliance, ( 5) 142 ; offices, re-

organization, (5) 143 .

TAXED INCOME ACCOUNTS, (4) 679-682, 684-687, 690-691, 693, 696-700 ,

TAX-EXEMPT ENTITIES, charitable organizations, see CHARITABLE ORGANIZATIONS ;

non-profit organizations, see NON-PROFIT ORGANIZATIONS; exemption

certificates re withholding tax on interest, (3) 389, 398 ; general, (4)

99-147, 123-141 ; filing of income returns, (4) 124; governmental

organizations, including public utilities, (4) 124-128, 143 ; as trust

beneficiaries, (4) 191-192 ; possible withholding tax exemption, (4) 488 .

TAX-PAID INVENTORIES, retail sales tax, transitional problems, (5) 40-42 .

TECHNICAL CHANGE, defined, (2) 129; determinants, (2) 129-142; structural,

effect of industrial and regional mix, (2) 129-137 ; effect of research

and development, (2) 137-141; effect of improved quality of productive

factors, (2) 141-142; growth determinants, conclusions, (2) 174-176.

TECHNICAL SERVICE, as cost element, (5) 12 .

TELEHiONE AND TELEGRAPH, (5) 68 .

TELEVISION, repairs, (5) 68 .

TELEVISION SETS, inventories, ( 5) 33 ; excise tax on, (5) 84 .

TEMPORARY REFUPIDADI,E TAX ON CASH FLOW, use to stabilize investment, (2) 61 .

TENNANT v, SMITH, (3) 293 .

TERMINAL LOSSES, proposals, (4) 241-242 .
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D-I0RS0N, MR . JUSTICE, (5) 114,

TIMBER, see FORESTRY .

TOBACCO PROTNCTS, special excise taxes and excise duties, ( 5) 9; duties under

Excise Act, ( 5) 83, 86; ad valorem tax rates, ( 5) 87-88; excise duties,

continuation, ( 5) 88; excise duty, merger of excise taxes into, (5) 88-91;

manufacturer, payment of excise duties, (5) 90 ; excise levies, recommend-

ations, ( 5) 92; administration of taxes, (5) 109 ; audit procedures, (5) 157;

overlap of excise taxes and duties, (5) 220-221 .

TOILET GOODS, inventories, ( 5) 33; excise tax on, (5) 84 ,

TOOLS, provided by employer, (3) 307 ,

TRADEMARKS, deductibility of expenditures on, (3) 88 .

TRANSACTIONS TAX ADMINISTRATION, organization, (5) 107-109, 154 ; information

for taxpayers, (5) 139-141 ; returns and payment of tax, (5) 154; audit,

(5) 154; refunds, (5) 155; certificates of exemption, (5) 155; sanctions,

(5) 156; collections, (5) 156; ministerial discretion, (5) 157 .

TRANSACTIONS TAX COURT, division of Tax Court, (5) 166, 168 .

TRANSFER PAYMENTS, use to maintain and improve economic position of aged,

handicapped and indigent, (2) 32-33 ; periodic review recommended, (2) 46 ;

as economic stabilizers, (2) 53-115; use in eliminating revenue drag ,

(2) 89; effect on allocation of resources, (2) 239 ; review of present

system, (2) 262-266, 270 ; methods of financing, (2) 263=266 ; to provinces,

effect on revenue drag, (2) 289-290., 301; as a means of providing minimum

incomes to individuals, (3) 21; as equalizer of tax benefits, (3) 209;

inclusion in comprehensive tax base, (3) 521-526, 534-535 ; old age

pensions, (3) 521-526, 534 ; unemployment insurance, (3) 521-526, 534 ;

workmen's compensation, (3) 521-526, 534 ; family allowances, (3) 521-526,

534; effect of proposals on personal income tax base, (6) 15-17 .
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TRANSFERS OF PROPERTY, tax treatment of family unit, (3) 135-136 ; to spouse

or minor child, tax avoidance provisions, (4) 154 .

TRANSITION samus, (4) 725-731.

TRANSITION TAX, on corporate source income, (4) 79-81, 725-731, (6) 40 .

TRANSITIONAL PROVISIONS, property gains, (3) 383-387, 396-397; for the

taxation of corporate income, (4) 75-81, 92-93, 725-732 ; for trusts, (4)

164-165; for businesses on cash basis, (4) 251-252 ; for new and small

businesses, (4) 276-282; for the mining and petroleum industries, (4) 337,

339, 341-342, 344, 347, 354 ; to adjust bank reserves, (4) 399; to adjust

mortgage reserves, (4) 400-401; policy dividends, (4) 411; for life

insurance companies, (4) 429-431 ; farming, (4) 444-445; for accumulated

earnings of foreign subsidiaries, (4) 536-537 ; for foreign business

corporations, (4) 559; for non-resident-ovmed investment corporations ,

(4) 560; effects on tax revenues, (6) 37-39, 44 .

TRANSPORTATION COSTS, see TRANSPORTATION, ERECTION OR INSTALLATION COSTS .

TRANSPORTATION EWIPNIENT, sales tax exemption, (5) 194-197, 204 .

TRANSPORTATION, ERECTION OR INSTALLATION COSTS, as cost element in consume r

prices, ( 5) 12; sales taxes, applicability to, (5) 16-18, 27-29; imports ,

(5) 20 .

TRANSPORTATION EXPENSE, see TRAVEL EXP'ENSES .

TRANSPORTATION INDUSTRY, estimated changes in corporation income tax and

capital expenditures, ( 6) 96-97; effects of proposals on corporation

cash flows, cash dividends, capital expenditures and reliance on external

funds, (6) 131 .

TRAVEL EXPENSES, proposed rules for employees, (3) 288, 305, 316-317 ;

construction workers, present taxation, (3) 292; of elected representatives,

(3) 300; transportation passes, (3) 304; deemed personal expenses, (3) 313 ;

recommendations, (3) 316, 319 ; of business, proposals, (4) 231 .
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TREASURY BOARD, tax avoidance, (3) 537, 568, (4) 601, (5) 114 .

TREES, Christmas, (4) 457 .

TRIAL DE NOVO, (5) M.

TRIBUNAL, proposed, for determining international double taxation, (4) 569 .

TRUST COMPANIES, see also FINANCIAL INS'1.'1'IUTIONS; residence of, (4) 196;

assets, (4) 381; tax treatment of, (4) 382-402 .

TRUSTEES, relationship to trust, (4) 149, 152, 155 ; personal liability for

tax, (4) 155; power to use income of trust for benefit of minor, (4) 169 ;

property held by, (4) 184 ; right to file election, (4) 188 ; effect on

trust residence, (4) 195-197 ; Canadian corporate, (4) 196; carrying on

business, non-resident beneficiary, (4) 199; "bare", defined, (4) 210 ; -

current and proposed corporation income taxes, (6) 51 .

TRUSTS, business trusts, see UNIT HOLDERS' TRUSTS ; initial tax, see INITIAL

TAX; trustees, see TRUSTEES; as intermediaries for tax purposes, (3) 31 ;

integration of tax with that on beneficiaries, (3) 99 ; under retirement

savings plans, taxation of income, (3) 402-405; property given to, proposed

treatment, (3) 484; taxation in United Kingdom, (3)• 614 ; incidence of tax

on trust income, (4) 3; proposed tax treatment, (4) 9, 155, 209 ; general ,

(4) 149-211 ; terminology, (4) 152-153 ; present taxation of, (4) 154-155 ;

differences from corporations, (4) 156; treatment of separate funds, or

specific properties, (4) 158-159, 167; transitional provisions, (4) 164-165 ;

order of distribution.of trust assets, (4) 165-167 ; income currently

distributable, (4) 167-169 ; accumulated income, (4) 169-172 ; prospective

beneficiary defined, (4) 170-171 ; alternative election, (4) 173-174; gifts

held in trust for a member of the donor's family unit, (4) 174-175; credit

for initial tax at the cumulative average rate, (4) 175-177; tax credits

with respect to dividends and other income, (4) 177-178 ; losses, (4) 178-179 ;

benefits, ( 4) 180 ; reversions, (4) 180-183 ; taxation of specific kind s

of gift, ( 4) 183-188 ; gifts to take effect immediately, (4) 184 ;
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annuities, (4) 185; powers of appointment and encroachment, (4) 185-186 ;

renunciation or release, (4) 186-187; remainder interests, (4) 187-188 ;

income splitting and attribution of income, (4) 188-189; multiple, (4) 190-191 ;

exempt, (4) 191; exempt beneficiaries, (4) 191-192 ; residence of, (4) 195-197 ;

change of residence, (4) 197-198 ; income from foreign sources, (4) 198 ;

payments to non-resident beneficiaries, (4) 199-202, 554-555 ; future

development, (4) 202; "active", defined, (4) 210; non-resident, proposed

treatment, (4) 536; foreign taxation of income, (4) 585-590 .

TURN-OVER TAX, general discussion of, (5) 51-53 .

U

UNCOLLECTIBLE ACCOUNTS, see DOUBTFUL ACCOUNTS .

UNDERTAKING, (5) 69, 79 .

UNDISTRIBUTED INCOME, see also RETAINED EARNINGS ; tax paid, (4) 726, 730 .

UNEMPLOYMENT, effect on economic growth, (2) 9, 35, 37-39, 173; relationship

to general price level, (2) 25-34, 45-47, 275-277 ; target rates and

recommendations, (2) 29-32, 49; use of stabilization policies in specific

regions, (2) 66-67; effect on past revenues, (2) 70-81; effect of balanced

budgets, (2) 86; recommendations, (2) 106-109; effect on emigration ,

(2) 124, (6) 82 ; export of, (2) 193 ; regional structure, (2) 279 ; impli-

cations of target rate, (2) 289 ; as basis for exercising standby authority,

(2) 325 .

UNEMPLOYMENT INSURANCE, as economic stabilizer, (2) 54-55, 58, 112; proportion

of change in GNP absorbed by, (2) 58; benefits, exclusion from income ,

(3) 292; taxability of employer contributions, (3) 303 ; as an income

insurance plan, (3) 401 ; present tax treatment, (3) 407; proposed tax

treatment, (3) 436-439 ; benefits as gifts, (3) 495-496 ; as transfer payment,

taxation of, (3) 521-526, 534- ; estimated benefits under, (6) 232 .
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UNIT HOLDERS' TRUSTS, see also TRUSTS ; transferable units, (4) 156 ; attribution

of trust losses, (4) 179 ; proposed tax treatment, (4) 192-195; defined ,

(4) 194; taxation of, general, (4) 591-596 ; general legal incidence of

business trusts, (4) 592-594; the use of business trusts, (4) 594-596 .

UNITED KINGDOM, use of commissions, (2) 14-15 ; taxation of imputed rent,

(3) 48 ; influence on Canadian tax system, (3) 63-65; importance of direct

taxes, (3) 207; medical expense deduction, (3) 238; income averaging,

(3) 251; present system of taxing employment income, (3) 293-296; treatment

of entertainment expenses, ( 3) 306; "earned income allowance", (3) 311;

withholding tax system, (3) 315 ; treatment of property losses, (3) 360 ;

dispositions on death, (3) 369; corporate reorganization and share exchange

provisions, (3) 375; treatment of uncashed bond coupons, (3)-387; estate

tax provisions, (3) 471; estate tax convention, (3) 510 ; cancellation of

debt, (3) 528 ; attitude of the courts toward tax avoidance, (3) 542-547 ;

tax avoidance legislation, (3) 570-571; summary of estate tax, (3) 613-618 ;

comparison of proposed system of taxing corporate income with the system

recently abolished in United Kingdom, (4) 8; treatment of dividends ,

(4) 11; treatment of corporate source income, (4) 47-49, 644-646; taxation

of trusts, (4) 155, 585-586 ; consolidated returns, subvention payments,

(4) 260 ; treatment of losses, (4) 291; treatment of contingency reserves

and doubtful -accounts, (4) 386-387,•' tax .treatment of life insurance

companies, (4) 418 ; present treatment of - international income, (4) 496-500 ;

treatment of foreign direct investment income, (4) 508-511; application of

full accrual basis to foreign income from, (4) 521; computation of income

from, (4) 527; tax convention with, (4) 567; business trusts, (4) 591-596;

surplus-stripping legislation, (4) 611; sales tax 'on exports, (5) 73;

political scrutiny of regulations, (5) 126; Board of Customs and Excise,

and Board of Inland Revenue, (5) 136;

UNITED KINGDOM COMMISSIONERS OF INLAND REVENUE, annual report, (5) 137 .

UNITED KINGDOM FINANCE ACT, 1965,'(4) 97-98 .
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UNITED KINGDOM ROYAL COMMISSION ON THE TAXATION OF PROFITS AND INCOME ,

(3) 537, 540-543, 547, 554, 556-559, 571 .

UNITED STATES, see also INTERNAL REVENUE CODE; use of commissions, (2) 14; un-

employment studies, (2) 30 ; response of production to changes in sales, (2) 62,

309; effect of tax rates on GW, (2) 63 ; "Okun's Law", (2) 115; as destination

for Canadian emigrants, (2) 124 ; participation of females in labour force ,

(2) 126; effect of taxes on labour effort, (2) 128 ; effect of technical change

on economic growth, (2) 129 ; research'and development expenditures, (2) 139 ;

improvements in labour quality through formal education, (2) 142 ; corporation

tax rates, (2) 144-145, 202-203 ; dividend behaviour, (2) 146 ; functioning

of capital market, (2) 163-164 ; investment tax credits, (2) 167; pension

fund growth, effect on personal saving, (2) 185 ; cyclical economic

fluctuations, (2) 192; interest rates, (2) 193; balance of payments problem,

(2) 194; interest equalization tax, effect on Canadian economy, (2) 196-199 ;

foreign investment guidelines, (2) 197-199, 222-227 ; investments i n

Canada, (2) 212-214 ; tax treatment of foreign investment, (2) 219 ;

knowledge of company activities, (2) 221 ; policy conflicts with Canada,

(2) 222; ability to exert economic pressure on Canada, (2) 224-226 ;

possible adoption of tax system, (2) 228-229 ; treatment of rental expense,

(3) 49; imputed rent, interest, and property taxes, (3) 58 ; influence on

Canadian tax'system, (3) 65-66 ; income tax rates, effect on proposed rate

schedules, (3) 154, 167, 199-201; Canada-U.S. income tax comparisons ,

(3) 158-162, 179, 187-188, 199 ; family tax treatment, (3) 173-174 ; effect

of child upon family tax rate, (3) 182-183 ; mortgage interest rates, (3) 205;

mortgage interest and property tax deductions, (3) 206 ; tax return statistics,

joint returns and itemized deductions, (3) 206 ; per capita government

expenditures, (3) 207 ; medical expense deductions, (3) 238; income averaging,

(3) 253-254, 269 ; treatment of employment income, (3) 296-297, 312 ; distri-

bution of property gains by income class, (3) 331-333 ; effect on progressive

tax burden of exemption or partial taxation of capital gains, (3) 333 ;

effect of capital gains tax on aggregate investment, (3) 339 ; effect of



115

capital gains tax on security turn-over, (3) 343-344; holding periods,

(3) 348 ; revenue from capital gains tax, (3) 351-352 ; effect of loss

deduction limitations, (3) 359; dispositions on death, (3) 369; corporate

reorganization and share exchange provisions, ( 3) 375; treatment of

uncashed bond coupons, ( 3) 387; corporate pension fund investments, (3) 417 ;

study of gifts, (3) 467; Estate Tax Convention with, (3) 510 ; cancellation

of debt, (3) 530; attitude of the courts toward tax avoidance, (3) 548-552 ;

gift tax, (3) 603; summary of gift tax and estate tax, (3) 613-618;

comparison of U.S . and Canadian income taxes at different incom e

levels, (3) 619-631 ; business purpose test, (4) 13 ; taxation of

capital gains, (4) 39; study of return on share investments, (4) 40 ;

treatment of corporate source income, (4) 47, 655-657; effect of

Canadian stock dividends, (4) 63 ; taxation of trusts, (4) 155, 586-590 ;

consolidated returns, ( 4) 260 ; treatment of losses, (4) 291; controversy

over treatment of exploration and development costs, (4) 304; taxation of

extractive industries, (4) 322-323 ; treatment of contingency reserves and

doubtful accounts, (4) 386-387 ; premium taxes, (4) 416, 418 ; tax treatment

of life insurance companies, (4) 41.7-418, 420-422 ; present treatment of

international income, (4) 496-500; treatment of foreign direct investment

income, (4) 508-511, 512-514 ; application of full accrual basis to foreign

income from, ( 4) 521; computation of income from, ( 4) 527; foreign tax

credit rules, (4) 533 ; withholding tax rate, (4) 541, 632-633 ; foreign tax

credit, ( 4) 548 ; taxation of non-resident aliens, ( 4) 551; formula for

allocating profits, (4) 562 ; tax convention with, (4) 567; proposal re

exchange of information, ( 4) 569 ; business trusts, (4) 591-596; surplus-

stripping legislation, (4) 612 ; depletion allowances, (4) 733; oil

operations, ( 4) 740; taxation of foreign income, (4) 743-771; sales tax

rates, ( 5) 69; sales tax on exports, (5) 73; political scrutiny of

regulations, (5) 126 ; ruling system, (5) 138; "offer of compromise"

procedure, (5) 149; Appellate Division, (5) 163; tax inducements to

emigrate to, (6) 81-82, 169; differences among state income taxes, (6).193 ;

taxation of property gains and losses, and revenue therefrom, (6) 233-236 .
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UNITED STATES COMMISSIONER OF INTERNAL REVENUE, annual report, (5) 137 .

UNITED STATES INTERNAL REVENUE SERVICE, information programme, (5) 137-138;

recruiting, (5) 147 .

UNITED STATES v . ISHAM, (3) 549 .

UNITED STATES v . MERRIAM, (3) 548.

UNITED STATES TREASURY, use of informal advisory committee, (5) 118 .

UNLICENSED WHOLESALE BRANCH METHOD, inventories, (5) 33, 40-42 ; defined ,

(5) 55 .

UNPAID AMOUNTS, interest, (3) 388 ; proposals re section 18(1), (4) 267 .

UNREASONABLE EXPENDITURES, present tax treatment, (3) 80, (4) 217 ; proposals ,

(3) 85 , (4) 231-232 .

"UPLIFT", on purchases by multiple stores, (5) 24-25 ; on sales of private

brands, (5) 30 ; problem under wholesale tax, (5) 34; defined, (5) 55 .

USED GOODS, sales tax on, (5) 77 .

USER CHARGES, as alternatives to taxes, ( 2) 5-7, 18 ; arguments against the

use of, (3) 3-4 .

VALUE-ADDED TAX, as alternative to single-stage retail tax, (5) 11-12;

adoption by France and other countries, (5) 44 ; general discussion of,

(5) 44-51; tax collected, (5) 44 ; purpose, ( 5) 44; income and consumption

variants, (5) 44-45; capital equipment, deduction of, (5) 44-45 ; addition

method, (5) 45; deduction method, (5) 46 ; "tax-from-tax" method, (5) 46 ;

"base-from-base" method, (5) 46; comparison with single-stage taxes,

(5) 48 ; exports, effect on, (5) 49; evasion of tax, effect on, (5) 50 ;

exemptions under, (5) 50; services, (5) 51 .
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VENEZUELA, proposed treaty with, (4) 569 .

VESTEY ' S EXECUTORS v. C .I.R. ,(3) 547.

W

WAGES, see SALARIES AND WAGES .

WAR SAVINGS CERTIFICATES, (3) 532 .

WAREHOUSE EQUIPMENT, sales tax exemption, (5) 205 .

WAREHOUSING, as cost element, (5) 12 .

WARRANTY, allowance for, (4) 225 ; as cost element, (5) 12 .

"WASH SALES", (3) 367, 400 .

WATCHES, excise tax on, (5) 84 .

WEALTH, see NET WEALTH TAX .

WELLER v . COMMISSIONER, (3) 550 .

WEST GERMANY, use of net wealth tax, (3) 600, 604 ; sales tax treatment of

exports, (5) 72 .

WESTERN HEMISPHERE TRADE CORPORATIONS, (4) 500, 746-747 .

WHITE v. UNITED STATES, (3) 549 .

WHOLESALE PRICE INDEX, (2) 49, 53, 83, 326 .

WHOLESALE TAX, see SALES TAX, WHOLESALE LEVEL .

FffiOLESALERS, estimated changes in corporation income tax and capital

expenditures, (6) 96-97; effects of proposals on corporation cash flows ,

cash dividends, capital expenditures, and reliance-on external funds ,

(6) 131 .
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WIDOW, estate tax effect, (2) 12 ; as family tax unit, (3) 132 ; as income

beneficiary of trust, (4) 188 .

WIDOWER, estate tax effect, (2) 12 ; as family tax unit, (3) 132 ; as income

beneficiary of trust, (4) 188 .

WIFE, see HUSBAND AND WIFE .

WILSON AND WILSON LTD. v. M.N.R ., (4) 463 .

WINDFALLS, inclusion in comprehensive tax base, (3) 40, 70, 106 ; present

taxability, (3) 63; share gains resulting from proposals, (4) 77 .

WINE, excise taxes and duties, (5) 83-91, 221 .

WIMHOLDING TAXES, tax rate changes, (2) 215-216; on withdrawals from

Income Ad justment Accounts, (3) 271; United Kingdom,from employment income,

(3) 296; on employment income, (3) 314-315 ; on unallocated interest ,

(3) 388; at source, on interest payments, (3) 389, 398 ; on disbursements

from Registered Retirement Income Plan, (3) 426; on de-registration of

Registered Retirement Income Plan, (3)-430; on income of retirement income

plans, (3) 433, 435 ; on income of income insurance plans, (3) 438; on

pension plan income of non-residents, (3) 439; on participating dividends,

(3) 452 ; on life insurance property income, (3) 453 ; on gifts to non-

residents, (3) 507; on investment income credited to policy reserves ,

(3) 588 ; on distributions by non-profit organizations, (4) 139; on

distributions to non-resident trust beneficiaries, (4) 162, 199-201,

554-555; effect on tax avoidance, (4) 196; on foreign insurance companies,

(4) 414, 426, 471 ; on interest credited by insurance companies, (4) 427;

on Canadian income of non-residents, principal recommendations, (4) 486-491;

foreign, refund of special tax resulting from, (4) 487; on property income

of non-residents, present, (4) 502-503, 546-551 ; on non-residents, proposed

rate, (4) 540-541 ; on employment income of non-residents, (4) 551-554 ;

possible repercussions from increases in rates, (4) 632-633 ; on dividends
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paid to non-residents, (4) 6, l0, 686, 690-691, 694-695, 699 ; payable

where corporation tax less than 50 per cent, (4) 50 ; on corporate

distributions out of foreign source income, (4) 59, 486, 517, 530-531 ; on

corporate income allocated to non-residents, (4) 73 ; on distributions by

mutual organizations, (4) 105 ; on patronage dividends, (4) 114, 117; on

interest or dividends to members of credit unions or caisses populaires,

(4) 121; on policy dividends, (4) 123, 411, 426 .

WOODS ASSETS, (4) 455-456 .

WORKING WIVES, tax incentives, (2) 127; tax credit for, (3) 19, 193-194, 201 ;

purpose of allowance for, (3) 180; incentive problem arising from proposed

aggregation of family income, (3) 189; effective tax rates on wife' s

income, ( 3) 192; effect of tax credits on economic growth, (3) 210; effect

of proposed credit on personal income tax revenues, (6) 23-28; estimated

credits, (6) 244 .

WORKMEN'S COMPENSATION, benefits, exclusion from income, (3) 292; taxability

of employer contributions, (3) 303 ; as an income insurance plan, (3) 401 ;

present tax treatment, (3) 407; proposed tax treatment, (3) 436-439 ; as

transfer payment, taxation of, (3) 521-526, 534 ; estimated benefit s

under, (6) 232 .




