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the sale of electrical eiiergy, gas, or steam, pay tax on their taxable income
from such sources at the rate of 18 per cent on the first $35,000 of taxable
income, plus 45 per cent on taxable incoine in excess of $35,000.* Corporations
that qualify as investment companies pay a tax of 18 per cent on their taxable
income. Jn addition to these rates, ail corporations pay an old-age security
tax of 3 per cent of taxable income, brînging their rates up to 21 per cent
and 50 per cent (21 per cent and 48 per cent for the public utility companies
and 21 per cent for investment conipanies).

In calculating the amount of their income tax, corporations are
allowed a deduction froni tax under three heidings:

(1) FOrCign tax credit - foreign taxes paid on income froni foreign sources
inay be deducted froni Canadian income tax, but the deduction may not
exceed the proportion of Canadian tax related to such income.

(2) Abatemient under federal -provincial arrangements - corporations may
deduct froni their federal tax otherwise payable a tax abatement
equal to a fixed percentage of their taxable income attributable to
operations in a Canadian province. This abatement is to make room
for- the provincial income tax levied by each Canadian province. The
amount of the abatement is 10 per cent of taxable income attritutable
to o1)erations in each province.

(3) Provincial logging tax - corporations may deduct froni their federal
tax otherwise payable an amiount equal to two-thirds of a provincial
tax on încomc fromn logging operations not exceeding two-thirds of
10 per cent of the corporation's incomne from logging operations in
the province. (At present only Ontario, Quebec and B3ritish Columbia
impose Iogging taxes.)

rncoie froni the operation of a new mine, including wells for extract-
ing potash by the solution method, is exempt froni income tax during the first
three years, of the productive life of these assets.

Corporations are required to pay their tax (combined income and old-age
security tax) in monthly instalments but the period during which they pay tax for
al taýxationi year does not coincide with that taxation year. In each of the last
eight months of their taxation year and in the following two, they pay a twelfth
of their estimaitedl tax for the year (such estimate is based on the taxable income
of the previous year or the estimated taxable income of the year in progress).
In each of the following two months, they pay a. haîf of the estimated balance of
the tax comiputed by reference to the income of the taxation year. In the sixth
month folJowing the end of their taxation year, the final return has to be filed.

Taxation of Non-Residents

A non-resident is IÎable for payment of income tax if he was employed

or was carrying on business in Canada during a taxation year. The expression

*95 per cent of the federal tax collected from these corporations îs remitted
to the provinces.


