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Hon. Mr. BALLANTYNE: Before the
honourable senater from Wellington speaks,
may 1 peint out that while it is true that in
Great Britain excess profits are subject te
100 per cent tax, of whichi 20 per cent is re-
fundable after the war, there is ne corporate
tax in that country. That makes a big
difference.

Hec. C. B. HOWARD: Heneurable senaters,
Isuppose evcryonc finds fauit with a fax

bill en general principles, but it seems te me
that a tax on excess prefits is prebably less
unpopuiar than any other. The principle of
this Bill is based on the estabilishment of what
is called a ý4tanulard profits period. The staînd-
ard profits~ of a cerupainy or corperation are
determined by taking the profits for flic years
1936. 1937. 1938 and 19,39 ind î!iiidirg them
hv four. It is taken for granted that any
cxcess pirofits made sioce 1939 were at ieast
partially due te war conditions.ý If it happens
that in any, '<car during the standard period
there was a division cf profit, hy a suhsidiary
or cent rolird emipany, whorebv the iniounit
paid loito the original coinpany fta ycaI.
was su large as te tlriic eut tie iverage.
thr n the s dadprofts arcecalciilated by dus-
1garulig 01t lii r, tal.ing flue priofits for tlic

otlirr tie e \ears and dii idiiîg l)u tlirce.
z-iiiuilarlY . if iii eue, vur of flic .talu(lar(l
I rie ilý a ccii jany sliouved a I os, the profit s
for thie ethler iliret yei rs are totalled and
ulivid od by tlîrîec te gtu flie standard.

Unider la1st vear's Billflue fax was 22 per
c{ nt on flic total purofits or 75 per cent on
the cxuess profits, wlîiclîexer uvas the greater
for taxation purposes. And a corporation
whose Profits did net exceed $5,000 îvas
formerly exempt from fax. But this Bill
impoecs a fax on flhc profits ef ail corpora-
tions up te $5,000 af the rate of 12 per cent.
pIeu, 18 per cent income fax. Companies with
profits in excess of $5.000 pay 12 per cent,
plus 18 per cent income fax, plus 10 per cent
of flic total profits, or 100 per cent of the
excess profits. whichever of the last fwo taxes
is the greafer. Companies whose profits are
lesu, than $5,000 do nef pay the 10 per cent
on their total profits, nor the 100 per cent
on their exuess profits.

I know that many honourable senafors on
reading this Bill will corne te the saine con-
clusion that I did, thaf some parts of if are
prefty bard te undersfand. Se I wi11 give a
cencrefe exampie te illusfrate hew these taxes
work ouf. Let us take a company whose
profits are $10,000, with standard profits estab-
lishcd at $5,000. First, if wniîld psy 18 per cent
income fax on the Profits ef $10,000, or $1,800.
Secendly, if would pay 12 per cent excese
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profits fax on flic $10.000, which would mean
another $1.200. or $3,000 in these two taxes.
Then if would pay eifber 10 per cent on the
$10.000 or 100 per cent on the excess profits,
whichever fax was the greater. In this case
the greater fax would be the 100 per cent
on the excess profits. That is, if would pay
100 per cent on the $5,000, less the 18 per
cent inceme fax and the 12 per cent excess
profits fax aiready taken, which wouid bring
this fax te $3.500. By adding $3,500 te $3,000
we find thaf a company with a standard of
$5,000 and a profit of $10.000 wouid pay $6.500
in taxes and bave left $3,500. or 70 per cent
of the standard profits.

Some bonourable senaters may ask, as bas
been asked already, "Wben dees the 100 per
cent excess profits tax appiy?" If applies
wlien fhe taxable profits exceed the standard
profits by more fhan 16-66 per cent, or, in
other words, when the excess profits exceed
116-66 per cent. For example, let us take a
standard profit of $100 and a taxable profit of
$116.66. Af that point a fax of 10 per cent
on the total profits amounits te S11.66, exactly
flic samne as 100 per cent on cxcess profits.
Se the break-down peint on the new sehiedule
is exccss profits of 116-66 per cent.

I have fwo officiai documents liere. but I
think if is bardly necessary for me te read
them, as whaf I have said cevers flic scope
of the Bill. A question may be asked with
regard te page 2. Supposîng a company's
profit ivas $5,100. If '<ou fook 10 per cent of
fliat if would be $510, but subsection 2 of
new section 3 provides fliaf the profits shahl
nef be reduced beiow $5,000. Se in this case
'<ou would take off only $100.

Hon. Mr. BALLANTYNE: Would the
honourable senat or expiain the application of
the Bill wif b respect te depressed '<cars?

Hon. Mr. HOWARD: The question of a
dcpressed '<car in the standard fixation will
be subjeet te decision by the referees. I
tbink the Minister may refer the matter te
bis referces or lie may make a decision himself.

Hon. Mr. BALLAN1-TYNE: ilear, hear.

Hon. Mr. HOWARD: In any case, the
verdict of flic referees is subjcct te the
Minisfer's apprevai.

Hon. Mr. JONES: The appeal would nef
go before flic Board of Referees.

Hon. Mr. BALLANTYNE: I arn afraid
that few companies are allowed te put their
case before flic referees. The Minister of
Finance takes a look at flic appeai and says

"e"and that ends if. I do nef mean he says
"No" alI the time, but very few cases get
before the Board of Referees.
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