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Thank you for having me. | am the Director of the United Steelworkers union’s District 6, which
includes Ontario and the Atlantic provinces. We represent about 60,000 workers here in
Ontario.

My own background is in mining with the former Inco here in Sudbury. | will discuss using
mining taxes, and general corporate taxes, to fund needed public services and infrastructure in
Ontario.

Ontario is not always considered a resource-rich province. Certainly, it does not have a large oil
and gas industry. However, Ontario has the most valuable mineral production of any Canadian
province or territory.

In 2010, the most recent year for which statistics are available, nearly eight billion dollars of
minerals were extracted from Ontario, including two billion dollars of gold, a billion dollars of
copper and a billion dollars of nickel.

These resources belong to the people of Ontario. They should be a major source of provincial
revenue.

However, mineral revenues do not even appear in the provincial budget. The Ontario Mining
Tax is rolled into a residual category called “Other Taxes.”

A report prepared for the Mining Association of Canada reveals that Ontario’s Mining Tax
revenues were $82 million in 2010. Natural Resources Canada reports that miners extracted
almost eight billion dollars of minerals from the province that year.

In other words, the mining industry’s own figures show that it paid the province little more than
one percent of the value of the minerals extracted from Ontario. That’s the lowest rate of
return collected by any of Canada’s major mining jurisdictions. Please see the table | have
circulated for a comparison.

Saskatchewan, the Northwest Territories, British Columbia, Quebec, and Newfoundland and
Labrador all collect more mining revenue than Ontario even though none of those jurisdictions
produce as much mining output as Ontario. Why do we collect such a poor return on our non-
renewable resources?



One problem has been cuts in the Mining Tax Rate. Between 2000 and 2004, the provincial
government slashed this rate from 20% to 10% of profits for non-remote mines and to only 5%
of profits for remote mines.

By contrast, Quebec raised its mining tax rate from 12% in 2010 to 16% this year. Manitoba, our
other neighbouring province, has a sliding scale ranging from 10% to 17% of mine profits.

Almost all other provinces also levy higher statutory rates than Ontario. There is clearly room to
increase Ontario’s Mining Tax rate.

However, this rate is paid on only a fraction of mine profits. First, many non-metallic minerals
extracted from quarries are excluded from the Mining Tax Act altogether. Second, those mines
that are subject to the Act can claim many deductions and write-offs.

In 2007, the Ontario government introduced a diamond royalty of up to 13%, somewhat higher
than the Mining Tax rate. But at least until recently, De Beers was not actually paying any
royalty on its mine near Attawapiskat.

Well-targeted incentives to promote new investment, hiring and training may be warranted.
But the Ontario government should thoroughly review its Mining Tax and diamond royalty
structures with a view to closing loopholes that do not effectively serve these purposes.

| hope that the Commission on Quality Public Services and Tax Fairness can help kick off a long-
overdue public debate about how Ontarians can collect a fair share of our mineral wealth. Just
collecting the same modest share as Quebec, BC or Saskatchewan would give Ontario hundreds
of millions of additional dollars to address public priorities.

Of course, mining companies would respond that they also pay corporate income tax in
addition to the Mining Tax or diamond royalty. However, all industries in all provinces are
subject to corporate tax regardless of whether they extract non-renewable resources.
Corporate tax does not compensate the people of Ontario for their resources.

In fact, resource companies in Ontario enjoy a unique corporate tax break. The federal
government and all other provincial and territorial governments allow them to deduct mining
tax and royalty payments from profits in calculating corporate income tax.



Ontario instead allows them to deduct a more generous “resource allowance,” equal to 25% of
profits. After subtracting this allowance, Ontario’s corporate tax rate for resource companies is
the lowest in Canada.

| also wish to discuss corporate taxes more broadly. The Ontario government is in the process
of cutting its general corporate tax rate from 14% to 10%, at an annual cost of about two billion
dollars in lost provincial revenue.

Ontario already has a 10% provincial corporate tax rate for manufacturing and processing. At
issue is the general rate for banks, private utilities and large insurance, construction and service
companies. Unlike manufacturers producing for export, such companies must generally be
located in the same place as their customers. Yet they supposedly need lower corporate taxes
to be “internationally competitive.”

The federal corporate tax rate fell to 15% this year. If Ontario restored a 14% provincial rate,
the combined rate would be 29%.

By comparison, the US government levies a 35% federal corporate tax. American companies
pay this rate, minus corporate taxes already paid in Ontario, on profits repatriated from here to
the US. Cutting Ontario’s combined rate further below 35% simply causes American-owned
businesses in our province to pay more tax to Washington.

American state governments also levy corporate taxes, producing combined rates around 40%
per cent in the Great Lakes states. A 29% combined rate would keep Ontario at the low end of
the world’s other major economies like Japan (40%), Brazil (34%), India (34%), France (33%),
Italy (31%) and Germany (29%).

What about competition within Canada? When Ontario’s 2009 budget proposed a 10%
provincial corporate tax rate by 2013, other provinces may have been heading in that direction.
But things have changed.

In British Columbia, both the government and its official opposition have proposed increasing
the provincial rate to 12%. Outside of Ontario, the only provinces at 10% will be Alberta and
New Brunswick. All other provinces are maintaining rates between 12% and 16%.

Anyway, businesses can’t just avoid Ontario corporate tax by reporting profits in lower-tax
provinces. The Canada Revenue Agency allocates each company’s taxable Canadian profits
among provinces based on the actual location of its sales and employees.



Advocates of corporate tax cuts also claim that they will spur job-creating investment. In reality,
corporate tax rates have very little effect on investment decisions.

A company will borrow money to finance new investment only if it expects an investment
return at least equal to the interest rate. Since interest payments are deductible in calculating
taxable profits, corporate tax applies only to profits in excess of this minimum return needed to
justify the investment.

Similarly, a company will issue shares to finance investment only if it expects a return greater
than any dividends due on the new shares. Federal and provincial dividend tax credits refund
corporate tax on profits paid out as dividends to Canadian shareholders. Corporate taxes only
skim off revenue above this threshold.

Therefore, corporate taxes have no effect on investment financed by debt or Canadian equity.
As noted above, cutting the federal-Ontario rate further below the U.S. rate does not affect
investment from American corporations.

The past decade of corporate tax cuts has been unimpressive. The combined federal-Ontario
rate was slashed from 45% in 1999 to 28% per cent in 2011. Over the same period, investment
in machinery and equipment declined from 8.3% to 6% of the province’s Gross Domestic
Product.

Rather than investing in productive assets, corporate Canada has been accumulating record
amounts of cash. Statistics Canada reports that private non-financial corporations now hold
$512 billion in cash. There is no reason to expect that giving them more cash through further
no-strings-attached tax breaks would boost investment and employment.

A far cheaper and more effective approach would be to provide incentives directly tied to new
investment and hiring. Increased corporate tax revenue should also fund public investment,
which can help offset the lack of private investment.

Improved provincial infrastructure would attract private capital. Statistics Canada concludes:
“Between 1962 and 2006, roughly one-half of the total growth in multifactor productivity in the
private sector was the result of growth in public infrastructure.”



The evidence does not support claims that Ontario must cut corporate taxes to compete. On
the contrary, modestly increasing the general corporate tax rate and using the proceeds to fund
targeted tax credits and public investment would strengthen our economy and create jobs.

Thank you.



