
POUND MONEY-IS IT CAPITAl. OR INCOMEM

Let us enquire, 'tirst of a.ll, whether or ncet this inoney is a " pay-
ment ont of profita ma&de by the -Company,~ and, seeondiy,
whether or flot it has " ',-en validly capitalized by the company
by resolution or otherwise." Let us look earefully at mny defini-
tion at the beginnig of this article and discover, if we can,
where this " found inoney " Sýas its origin, ther follow it into the
shareholder's pocket. By its allotment a eornpany offers a new
share for one hundred and forty dollars which is worth one hun-
dred and flfty dollars, In other wordq, it offers the sharcholder
a bonus of ten dollars. This ten dollars to the shareholder is
"fouind money," as soon as hecan procuire apurchs& ",. lIe goes
te his broker, conveys to him the right to purcliase tiie -,e% share,
the broker accepta the right, pays $140 to the comnpany for the
new share, obtains the new share in his own fiRme, an(1 pays ten
dollars to the shareholder. Where does the ten dollars couie
froîn? It cornes ont of the cornpany and is a payment by the
conpany wvhen it conveys to the broker a. share in the coînpauy
for ten dollars lems than ifs value, that is to say, a share for $140
Niih is Nworfh $150. It is hardly neeessary to say that if cornes
ont of the ''profits made hy the cor-npany,'' as kilt payinents,
whether in the shape of dividends or bonus or otherwLse, are of
necessity payment ont of pr.ofits of the cornpany. They cannot
he paid. froin any other source unles;s tlîey are îuisappropria tcd
froni capital. In the second place let us uxiake the more bui-
portant enuliry as to whether or not thi.s feu dollars has been
validly capîfalized by the cornpany. It lias found its wvay bito

ý5kfthe shareholder's pocîcet and its history is concluded. so far as
it relates to this discussion. Trhe company La.s paid it indirectly,
if miay be said, but paid it ail the same. It never refeives if baek.
It iiever finds its way again into the exehequer of the eoipany

wi lias neyer been capitalized. It is like the ripe fruit that falis
froin the tree. It growa ont of and cornes froin the tree. If liever
goes l)ack to the trce. 11t never heconies capitaîized. L4et nie ein-

il' erea no~tsignîfleant. fact that in the Boue/i case. and

ii vei-, other English case dealing with ftxe question of capital
xîxîd inconie, whenever and wherever tixe dlisputed nîoiey wns
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