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The elements of' lederal-provincîal 
fiscal arrangements

-l Canada are logically broken 
into the f'o1lowiflg Componefts;

taX~ rentai, or tax collection agreemlenlts- 
eq.ualîzatiofl paynfts

t0 the Provinces by the 
lederal government- and other 

subsidies

to the provinces,

The tax rentai agreemfents 
have been the main f'eatuxe 

of'

fedraî.provîncîal fiscal arrangements since 1941, Under the

0 an8.adi8.n constitution the l'edera3- goverulelIt does not 
have

eeelusiVe jurisdiotiol in the 
l'ields of direct taxation,. 

The

pr'0'ja08s.aiso have indepefident 
tax powers in these l'lelds,.

ThsCanada has eleven taxring 
jurisdictions, one f'ederal and

tel, Provinil inteîed f orporation incoie persoflal

ii00 31 ,estate, and other direct taxes. This sitUation, except

that e6wl'oundland was not yet a -Canadiai Province, 1. aced the

te4erai. governinent ln 1941. 
whef lit was trying to mobilïze 

Canadats

r'580OLrces f'or World War Il* It was then imperative that 
taxing

Poer in the major tax f'iel.ds of persoflal and corporation inconie

teac rest in one authoritY l'or the efflicienlt planning of' 
Canadats

ifancial policies f'or the duratiofi of' the War. In order to

'nU19the-provincial, goverflLefts 
theDiselves not to use, or permit

their nunicipalities to use, personLal and 
corporation inoome taxes,

th le&raî governmfent offlered -attractive paymfeflts In 
compensation,

Wbhil.h the provinces acceptedo 
Tb.e agreement made In 1941 lagted

t0 947. But, af'ter the war. the experiefice of' the advantages

Of' having onie #tax-co3.leotiiig agenc.y 
en0ouraged the continuation of'

tlle 598 agreements with niodif icatiofls,

Aotually the terni tax rentai 
agreemfenlt is a mîLsniomler when

~P~iedto agreoinents pre-eding 
the 1957/82 agreemient because 

the

0 'Persation paid did not ref'lect 
the value of' the tax f'ields

relIncuiished by the provinces 
,but was an arbitratY formula 

unrelated

tQ, 8hetax revenue oîllected by the federal governmJelit 
in each-

DeovUcsThis was changed in 
the 1957 agreemlenit, whîch i'sthe

One Ieffeot up to Marcb 31 
1962. This agreemuent provides l'or

1oeah roine wleh paynients are a 
certain percentage

Dl' the agreed. taxes colleoted f rom that -provinie, - that is 0 13%

of' the Îl of' the persoflal income tax, 
9% of' corporation taxable

0338 1e8 9% of' the 18% rate ol'taX 
on taxable corporate income

ýUu $5vOO and 9% of' the 47% rat'e of' 
taxable corporate Income

t' e8ces of' $35900) i and 50% of' the yie3.d of' federal estate

The allocation of' taxes coîlected 
is simpliîlied by regula-

tiOZL. For persona. inoolue tax colI.ectiontepoic 
nwio

be b axpayer is resident on 
the last day of' the year 

is deemed to

~ h6 Province of' residence 
l'or the whole yEýaro For corporation

lcletax. the allocation oan.no
t be so simiple and still be

eý'Îabl9becusemany coompanies operate in more 
than one province.

tereg!ilationfl'or the allocation 
cf' corporate incofe provides 

that

talbl iicofl c' orpo2!ations haviiig ermaIeit estbi~eft


