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The situation now is different, though the drought is quite as 
serious. The surface stock watering situation is worse than it 
was at any time in the thirties. The difficulty is that when we 
cut down the number of our cattle to the number we can feed 
on our ranges, we find ourselves in a very disadvantageous tax 
situation.

A presentation was made to the former minister of finance, 
not only by myself but by every cattle organization in western 
Canada. It was fully supported by the governments of Alberta 
and Saskatchewan. Obviously, Mr. Chairman, it would be 
foolish to spend three times a cow’s value on feed to enable it 
to get through the winter. The prudent thing to do is to reduce 
the number of cattle to be fed. This we are doing, but we need 
some understanding in relation to the tax position in which we 
find ourselves. The drought took several years to develop, and 
it will take two or three years to overcome—contingent, of 
course, on there being plentiful rain and a good snow run-off.

I ask the minister to give serious consideration to the 
suggestion that income tax might be deferred until the drought 
is over. In my opinion, this is a sensible proposal—much better 
than spending massive amounts of money on feed, particularly 
if some of it were to come from the taxpayer.

Mr. Chrétien: I have received representations on this subject 
and I am aware there is difficulty particularly for some 
taxpayers in southern Alberta and southern Saskatchewan. A 
task force within the government has looked into the proposi
tion the hon. member is making, and it came to the conclusion 
that the situation did not call for the use of the tax system as a 
remedy. I understand the task force concluded that some 
provision could be made through PERA channels.

I have a good deal of sympathy for the argument put 
forward by the hon. member, but the solution he offers was 
rejected by a committee of officials, including representatives 
of the departments of agriculture and finance, because of the 
complexity of the problems it raised. However, I will take note

1972—in many cases land values have increased dramatically. 
I cited case histories: for example, a cattle ranch in British 
Columbia. The land value there went up well up well over four 
times. There was another case in southern Alberta where the 
land value increased between three and four times. The impact 
on an incorporated family farm operation is that the ranch 
operation has to be sold in order for the appropriate tax to be 
financed by the next generation.

The tax office permits this, of course, in the case of an 
individual operator. They make the assumption, I am sure, 
that prior to the capital gains tax era of 1972 there was no 
need for the incorporated family farm because of the nature of 
passing on shares from one generation to another. Because of 
the ravages of inflation and what it has done to land values 
and non-agricultural financing money, that has come into 
agriculture as a hedge against inflation, surely the time is 
proper to take another look at this question. I would appreciate 
the minister’s comments.

Mr. Chrétien: We have received letters from the hon. 
member, which we have looked into. In handling the taxation 
of corporations, it would be difficult to do it for one type of 
incorporation—whether it is an incorporated farm or not—and 
not for the others. This would open a whole new ball game. 1 
am told that 98 per cent of farms are not incorporated in 
Canada. The fact that a farm is incorporated means the 
roll-over is not needed, because there is a little more flexibility 
when you have shares in a corporation to transfer your assets 
to the other generation or dispose of the assets.

Accordingly, we are still looking at this matter to find a way 
to meet the requirements requested by the hon. member. But 
my tax advisers tell me that just to extend the roll-over on 
incorporated farms would create all sorts of problems. That is 
the reason, therefore, we have not proceeded with it in this bill.

Mr. Hargrave: Further to the minister’s comments, 1 might 
add that the minister has responded almost exactly the same as 
one of his predecessors, Mr. Turner, did on February 18, 1975. 
He suggested that if they allowed this provision for an incorpo
rated family farm, they would have to do it for other incorpo
rated family businesses. I said at that time, and I say now: 
Why not? Surely, the basis of our private enterprise system in 
Canada is the family-type business. For the minister to shake 
his head and say there are administrative problems is a 
negative approach. There has been no change in the depart
ment’s view for almost three years. The impact of inflation on 
the capitalized value of small business corporations is such 
that we have to take a new look at this problem.

Mr. Chrétien: I take note of the representations of the hon. 
member.

Mr. Hargrave: Mr. Chairman, I would like to make another 
representation to the minister and his officials with respect to 
the second point I raised. I made representations on November 
17 respecting the very serious drought, and implications aris
ing out of the drought that was with us all last winter and has 
been up to the present time. Although it is close to 40 degrees

Income Tax
below in southern Alberta and the southwest corner of Sas
katchewan, the drought is still there. I know that from person
al experience.

The general public, because of the generous rains we 
received during the harvest and in the fall of the year in most 
of the grain areas, made the assumption that the drought was 
over. That is not the case in southern Alberta. We received 
very scanty rains, and the lack of moisture is every bit as 
serious as it was in the 1930s. To recap very briefly, the 
suggestion I made was that the lesson of the thirties on how to 
live with a drought situation, especially in the cattle industry, 
was to make the number of your cattle fit growth and produc
tion on the drought lands; that is, essentially with respect to 
grass and feed supplies. During the 1930s there was no prob
lem; we had no alternative but to reduce our cattle numbers 
drastically. In many cases we reduced them to one-half to 
two-thirds of what they normally would be.
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