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Adjoumnment Debate

Does the Minister of Finance think it is fair to allaw
Canadian subsidiaries ta reduce their taxable incarne
simply by aperating in a tax haven? Will the Minister af
Finance fallaw the advice af bis afficials and review the
list af designated cauntries ta eliminate tax revenues?

[Translation]I

In arder ta make the necessary changes, the Minister
af Finance shauld first camplete the studies begun in
1987 an this issue. It is becaming mare and mare obviaus
that the Canservative government is dragging its feet
when it cames ta elirninating tax laaphales, but it is
certainly quick ta tax Canadians. The Canservatives can
increase persanal incarne tax. They have dane sa fairly
steadily in the last eight years, hitting Canadians with
same 32 tax increases. Cansequently, will the Minister af
Finance camplete the studies an tax avaidance schemes
which began in 1987 and are stiil nat campleted same six
years later?

[English]

While warking an these studies, wauld he suggest
interim budget amendments ta the Incarne 'Iàx Act?
Even Revenue Canada wrate ta the Department af
Finance that it shauld "cansider interim budget amend-
ments ta the fareign affiliate rules ta address the mare
abviausly abusive tax practices".

Will the Minister af Finance ar his representative tell
the Hause tanight that he is gaing ta mave an this issue
that costs Canadians hundreds af millions af dollars.
Thase are not my wards, but the wards af the Auditar
General af Canada.

Mr. Bill Kempling (Parliamentary Secretary to, Presi-
dent of the Treasury Board and Minister of State
(Finance)): Mr. Speaker, the Auditar General has sug-
gested that hundreds af millians af dallars in patential
incarne tax revenue are being last annually under the
current system af fareign affiliate taxatian.

As well, he has put farward a number af examples in
suppart af his conclusians. It is impartant ta recagnize
that these examples ail predate the 1989 taxatian year.

As such they accurred priar ta the intraductian af the
general anti-avaidance rule ar QAAR.

GAAR was intraduced by this gavernment specifically
in arder ta cambat transactians that are entered inta
salely far tax avaidance reasans and mare specifically,
transactians that while technically cansistent with the
specific ruies af the Incarne 7làx Act, are abusive in tax
palicy termas. While GAAIR is stili relativel>' new, it is a
pawerful taal. It is anticipated that Revenue Canada will
apply it an a regular basis in thase cases which invalve
abusive tax transactians.

While several examples cited by the Auditar General
are presently under review by Revenue Canada, it is nat
clear that in the remaining examples Canada is actually
lasing tax revenues as a resuit af the transactians in
questian.

This gavemnment has an enviable recard af clasing tax
Iaaphales and ensuring that carparatians, which under
previaus gavemnments paid littie ar na tax, are made ta
pay their fair share. In particular, since 1984, we have
arnang ather things eliminated scientific research tax
credits, stapped lass trading by carparatians, terminated
par vates in the resaurce sectar and restricted after-tax
financing.

Ultimately, the fareign affiliate tax regime accurately
reflects the intentians af Parliament and pravides far full
taxatian af ail incarne that is intended ta be taxed ini
Canada. The han. member must remember that in the
field af internatianal taxatian, mare than ane cauntry
wilI mnevitably have jurisdictian ta tax a particular saurce
af incarne.

Therefare, in arder ta avaid dauble taxatian, incarne
must be allacated equitably amang different cauntries.
This is dane Iargely thraugh bilateral tax treaties. Where
apprapriate, it invalves Canada waiving its rights ta tax
certain incarnes in favaur af anather country in arder ta
faster internatianal carnpetitiveness af Canadian busi-
ness. T'his daes nat represent avaidance, but rather, a
recagnitian that in certain circumstances-

The Acting Speaker (Mr. DeBlois): Order please. Yaur
tirne has naw expired.
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