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aireetly by an lndivldmal «ho has the means to treat* a 
personal holding company, and Investment through unincorpor­
ated associations, the effect of the present income tax situ» 
ation is to impose upon a shareholder participating in an 
investment fund, through the medium of an incorporated company, 
an additional tax. This places a penalty upon the small in» 
vaster who because of inexpertenos and because of limitation 
of investment funds seeks to obtain through incorporated manage­
ment Investment companies the security of diversification and 
experienced supervision* It is submitted that such additional 
taxation is inequitable and represents, to the extent to which 
that income in the hands ef the investment company is taxed, 
triple taxation of the profits originally earned and taxed in 
the hands of the earning company and In the hands of the re­
cipient,

Because ef the diversification ef investment and of 
the experienced supervision afforded certain Canadian incor­
porated investment companies have unquestionably succeeded In 
attracting to Canada Investment by foreign investors, a large 
part ef which would probably net have corns to Canada had this 
type of investment "medium" net been available* To the extent 
that foreign funds have been at tree ted in t hie manner the 
Government through the 8)6 tax upon interest and dividends 
payable to non-reeldents is obtaining tax revenue» that it 
otherwise would not reoelve. To the extent that income taxes 
are payable by the investment companies their attraction as 
an investment "medium" le reduced. As larger income taxee 
become payable it will be increasingly difficult to attract 
foreign capital, and nay result In withdrew»le of some 
foreign capital or Investment with consequent is duet ion in 
Government revenus.
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