ITEM

Small business incentive

CORPORATIONS AND SHAREHOLDERS

OLD LAW

NEW BILL

Rate of 21% on first $35,000
available to all corporations.

Rate of 25% on the first $50,000
of business income available
only to Canadian-controlled pri-
vate corporations. Low rate not
available to the extent funds
used for non-business purposes
and low rate ends once $400,000
of before-tax earnings have been
accumulated after 1971.

MINING AND PETROLEUM

New mines

Three-year tax exemption

Income exempt for first three

years.

Existing exemption limited to in-
come earned before Jan. 1,
1974.

Accelerated depreciation

Shareholders’ depletion

No provision.

Shareholders of certain mining
and petroleum companies are
allowed to exclude from income
10%, 15% or 20% of dividends
received.

Prospectors and Grubstakers

Proceeds on sale of mining pro-
perties are exempt from tax.

Assets related to a new mine
(e.g. mine buildings, machinery
and equipment, a refinery, and
townsite facilities) may be in-
cluded in a separate asset class
and an annual deduction made
equal to the greater of:

— income from the new mine,

or

— 30% of unclaimed balance.
This accelerated depreciation
also applies to most assets re-
lated to the expansion of an ex-
isting mine where the milling ca-
pacity is increased by at least
25%.

7 Repealed.

Exemption from tax is with-
drawn.

Where property is sold to a cor-
poration in exchange for shares
of that corporation, prospectors
or grubstakers may elect to pay
no tax at that time; they are
deemed to have a zero cost ba-
sis for the shares and to pay
capital gains tax on the pro-
ceeds of disposal. The corpor-
ration it then deemed to acquire
property at no cost.




