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SIR THOMAS WHITE

TREATMENT OF CAPITAL FOR
PURPOSE OF THE BUSINESS TAX

Watered Stock Will be Dewatered—Companies Capital- | Sifficulties, but
ized at Less Than $50,000, and Whose Business in
Munitions is Less Than 20 Per Cent. of Their Whole
Business, Exempt — Time Limits of Tax Changed.

Ottawa, March 3.—Sir Thomas
White gave to the House in commit- |
tee yesterday afternoon details of the |
method by which the Government |
will apply the business tax. In doing 5
so he submitted to the committee a
number of amendments conforming
to the bill, which will be intrcduced as
soon as the resolutions are adopted.|

These amendments define the treat-
ment of capital for the purpose of the
tax, and introduce certain changes in
the original text as to what is to be
included as capital, and as to the ac-
counting periods. The latter will end
with the close of each calendar year
instead of in August as first proposed. '
Tne change removes the possibility of
taxing profits made prior to the war,
applying the tax over a later though
not a longer period. The Finance Min-
ister takes the power to apply the
tax in the cases of companies having
no accounting periods.

Tn regard to the question of capitali-
zation, Sir Thomas White made scme
important explanations. As intimated
previously, actual reserves are to be
treated as capital, anG bookkeeping
reserves will be treated, as nearly ¥
possible, as actual value basis.

Watéred stock will be dewatered for
the purpose of the tax. Stock issued
prior to January 1, 1915, for other
considerations than cash will be
treated at its estimated face value on
that date, while similar stock issued
since January 1, 1515, will be treated
at its face value on the date of issue.
This class of stock will be valued in
no case at more than the par value
and regard will be had to the com-
panies assets and liabilities  at the
date of valuation. Provision is made
for exemption of companies capital-
ized at less than $50,000.and whose
business in munitions is less- than
twenty per cent of the whole. The
original draft provided for the taxa-
tion of all munition companies with-
out exception. Hydro-power com-
panies and similar concerns, under
municipal control, are given exemp-
tion under a class which excepts 2
company ©r commission, ninety per
cent. of whose stock is owned by 2
province or municipality.

Sir Thomas White announced that
the tax would be administered by the
Finance Department, with a right of
appeal to a board of raeferees, and
thence to the courts.

SIR THOMAS’ STATEMENT

In giving notice of motion of his
amendments to the budget resolu-
tions, at the opening of the House,
Sir Thomas White stated that in ord-
er to avoid taxing profits, made previ-
ous to the war, he proposed to extend
the date, from which profits are to be

. calculated, from August 4, 1914, to
December 31, of the same year, with
a hoe extension of the duration of
the taxation from August 4, 1917, to
December 31, 1917,

"I'hus, ‘'where, in the original resolu-
tions, the taxation was provided to
apply to accounting periods ending
atter August 4, 1914, it will now apply
to accounting periods ending  atter
December 31, of the same year. No
business will pay on more than thres
accounting periods or less than three
accounting periods of one year each.
As far as taxation is concerned the
change wul thus make no difference |
as three accounting periods will  be
paid on by a company just as orginal-
ly proposed,

In discussing the restroactive fea-
ture of the budget Sir Thomas stated
that even income taxation was always
based on the past and took a certain
time to levy. If a measure had been
provided, which was not retroactive iz
character, no revenue would have
been obtained during the present ye:r
since he estimated it would take al-
most a year to make assessment and
collect the taxation. ‘

WHERE NO ACCOUNTING |
PERIOD {
The Finance Minister in reply toa'
question by Hon. Charles Murphy at
tnis point, stated that where the ac-
counting period of a company exceed-
ed one year or where there was no
accounting period, the Minister was
empowered to use his discretion in
the operation of the tax.
Hon. George P. Graham expressed
the epinion that this extensicn of the
taxation, period would bring in more

‘second in 1917, and the third in 1918. the country.

| There were

|as =~ public

i cess of those distributed to sharehold-

| than cash, the fair value of such stock | from its terms.

- o S \
“that the amendment proposed to “de-
| water the stock for such companiss.
| The Finance Minister said it did so
for the purpose of the act, and plac-
led the over-capitalized company on
{ the same basis as the properly c2p-|
|italized one, ‘

\ GIVE IDEA OF VALUE,
f
|

DEFINES THE

Sir Thomas White stated that to|
determine the assets and labilitics |
of companies on Jan. 1, 1915, wouls |
afford & reasonably fair idea of the |

There would be |
as one who had}
charge of the business assessment Of |
Toronto for ten years, he thought
they were not insurmountable. The |
value of the assets, irespective of fu-|
ture earning power, less the liabilities {
of the company would be consx_dere.. l

“The proposed taxation,” gaid Sir |
revenue and the Minister said he, Thomas, “js due to the exigencies ‘?ft
hoped such would be the case. He the present situation, Our debt 1is |
then went on to explain that the bill $425,000,000 this year; next year it |
would provide that where a business Will be greater. Even if the war|
was liable in respect to two account- | ends this year, it will be a long time |
ing periods, in the same year, it before we get off a military basis. I‘
might pay for the first in 1916, the do not desire to mislead the House or |
Canada’s financial re- |

Sir Thomas then turned to the mat.  sponsibility is very heavy. I feel if |
ter of capitalization. He stated tha! we did not bring in this taxation the |
it had been found a very difficult mat- final credit and borrowing poOwer of |
ter to deal with the guestion of .re-|the country would suffer.”
serves, which differed in natgre | * Hon, Wm. Pugsley observed that
companies . which had | the Minister.had not cut down expen-
placed their ‘reserves into their busl- | diture.’ 4 ; 3 ‘
hess in a legitimate manner. There| Y hoped the hon. gentlemen would
was no question that ‘such -~ reserves |raise the uestion of expenditure sO
should count as capital. There were|that 1 cmﬂd have a chance to say
other companies whose reserves were | what 1 think of the arguments raised
largely a matter of bookkeeping, s4ci | by those opposite as to expenditures,”
. franchise corporations, | replied the Finance Minister. “This
which wrote off very little from year | Government is doing everything pos-
to year on plant, while profits in €X-|gple to cut down expenditures.’

9 Mr. E. M. Macdonald: “Why don’t
ers were carried over to.prcfit and you cut thirty millions out of your
loss account as reserves, for the bene- |
fit of the price to be asked from
municipalicies which might desire to |
take thcm over. l

value of the stock.

estimates? |
ADMINISTRATION OF TAX- |
: ATION. 3

] Sir Thomas White replied that for
DEAL WITH ACTUAL RE- the last eighteen or twenty months!

: SERYES- | practically no new public works had

The Finance Minister proposed, to ! been gone on with in 1
deal with actual, unimpaired reserves, better policy of economy than that
The company which had - placed its could be suggested, he would like to
reserve in its business legitimately hear it. The Minister then went on to ;

capital. On the other hand, companies to administer the new _taxation |
of the second class he. had mentioned through the Finance Dcpartment.%
would be allowed to calculate their There would be appeal from the min-|
reserves as capital only to the extent ister’s decision by companies to .2
that they were actual, unimpaired board of referees, and from that to
reserves. the courts. He told Hon. George P.
Sir Thomas White then took up the Graham that preferred stock would |
matter of companies with so-called be treated the same as capital stock,
watered stock. There were many but that bonds could not be so treat-l
corporations, he said, which had issu- ed.
ed capital stock for other than cash, | Hon. Rodolphe Lemieux read a let-|
on the basis of franchises, agree- |ter from Ald. Joseph Ward of ‘Mont-
ments, patents, good-will and the like. real, bringing up the case of firms
The difficulty was that the company with two or more partners, whose
laws had been abused in certain cases joi i but one of |
and more than the actual value of mall |
these intangible assets had been issu- | amount of stock. Ald Ward thought
ed as stock, Under the authorization 'only the profit of such members of
of certain English legal decisions no | the firm as had $50,000 individually |
question could be raised by the prin- | should be taxed. . )
cipal of estoppal against a company “If men combine in partnership,
once it issued capital stack as fully | then the firm is an entity,”’ said Sir
paid for considerations other than | Thomas, and Hon. George P. Gra-
cash. Capital stock, said Sir Thomas, |ham and other Opposition members
had been issued to an unconscionable | said “Hear, hear,” to this.
degree against such intangible assets. | The Finance Minister went on to
In such cases as this, unless there |take the case of companies carrying
was to be a definition of paid up cap- | on business in Canada which are con-
ital, injustice would be worked against trolled by “other companies- outside of
companies whose capitalization was ‘Canadd. ~ Imstead’ SF 'fhe first:named
real. It was practiczlly impossible, | companies paying their true net pro-
said Sir Thomas, to ascertain the pre- | fits to the  foreign holding compan-
cise value of intangible considera-iies, they sometimes sold them their
tions for which a capital stock of a | product at less than its fair market
company has been issued at the time value. To deal with such cases, he
of issue. Stock market value, said the proposed an amendment  that
minister, was unsafe and inconclusive ip such cases “the Minister may
evidence. | determine the amounft whiich sgall be
o deemed to be the pro its of such com-
CASES OF WATERED STOCK | Sany, and in determining such amount
To meet the cases of watered stock | ¢,o Minister shall have regard to the
companies, however, he proposed an | g i price which,  but for any agree-
amendment, the first part of which | ¢ arangemer'lt or understanding
declared, “That the amount parxd up- 'migh; be or have been obtained for
on the capital stock of a company  o,;ch nroduct goods and commodit-
shall be the amount paid up in cash. 1 » ~ :
In the case aof a company where x
this condition obtained, explained the MINING COMPANIES. :
Minister, no question would arise. Mr. W. F. Maclean asked if this
The amendment went on to state that | clause would apply to certain nickel
“where stock was issued before Jan. | companies, and was told by the Min-
1, 1915, for any consideration other ister that such might be gathered

on such date shall be deemed to.be | Sir Thomas then took up the ques:
the amount paid up on such stock; | tron of mining companies, which pre-
and where stock has been issued since | sented difficulties, but which were not

| Hope,

| would be allowed to treat it all as inform the House that he proposed | N. Yellow, ’ single; Thomas York,

’Fred\w. Williams, married; 'Fta'nk

To W. §. Loggie, who objected believe a foreign government can'be
to 1€ G.terentiation between incorp-;guilty of what seems to be such an
oration and unincorporated ‘compa i awarranted act of gaprice and ir-
in allewing profits, Sir Tpomas S ility. But it will be neces-
the British Finance Act of 1015 made sary for those charged with the for-
such a differentiation. g 1na

Explaining to E Nesbitt the | ture that, in their intercourse with
$50,000 exemption ‘of capitalization in the Japanese government they ars

case of unincorporated compan- dealing with a group of mien whose
ies, partnerships and the like, Sir. calculated pth!' is to humble ' and
Thomas said that without it a small (humlhate China.” !
army of officials would have been re-| Of the same incident the Peking
quired to administer the taxes, men 'Daily News says: “The eleventh hour
to o into every village grocery store request was transmitted by Mr. Hioki
and Larber shop, whereas he was con- anese minister to Peking, in a
fident that ‘the present taxes counld be ‘not_e which expr_esged his imperial
collected at comparatively small ex: | majesty’s uppreciation of the. 800
pense. He also staced that in ithe bill | feeling® which the dispatch of. . the

eign policy of China to realize in fu-:

mission ini

dicated, but asked that it
should be Celayed for a more favor-iin a Pittsburg hotel, began an action
able saccasion. . As all !

had been completed for the deg:g“n mise, against
of ‘the mission and Mr. Hioki

Saturday entertained His Excellency
Chow Tz:-Chi*amEl w‘:as of the
mission, this belated action ! caus- i i

24 an unpleasant e tanooga, bishop of the United Breth
however, may be
ther information is available.’

Miss Nettie M. Richardson, cashier,
all  arrangements | for $500,,000, alleging breach of pro-
Henry Deniston, 76
on | years old.

——
Rev. Thomas C. Carter, of Chat-

which,

dispelled when fur- ren church, died of injuries received

when he was 3assaulted and robbed
a week ago. ’

An elm tree that' was a sappliiig 1 y
when Columbus discovered America, | copal church in New York is to cost

——
The new St. Bartholomew’s Epis-

'and is estimated to have been 720 $4,126,000, and will be the greatest

|
]

4 years old, was cut.down.. near- Fort and _most, beautiful . parish plant n
Ticonderoga site.’ s i ” T e SRR

the. country.

would be found clauses 0 prevent
double taxation in the case ox holding
companies and in other instanctes. |

The amendments were then tablen
and the -committee. sose,  They will
be taken up agaim after ‘they have
been printed: God e :

K. NATIONS

Continue to Enlist for Over-

“February.

Members of the Six Nations Indi-
ans still continuz to enlist in excellent
fashior, The fouiowing is the record
for the month of Fcbruary, making
over two hundred'in &lli—

Ohsweken Detail:—Nelson Bom-
berry, widower; Percy “W. Cayuga,
married; Timothy ~Fraser,” married;
W. N .Garlow, married; H N. ‘Hill,
single; R. R. Hill, married;’ Levi
married;” Claude Jamiesod,
single; M. N. John, martied; Louis
Leaf, married; Wilfred  Lickers,

The Red

, Ball on each’ pa
is the “Mark of, Quality”

single; P. R. Lickers, married; J. C.
Martin, married; A. M Moses, single;
Jesse Porter, single; Thos. ]. Swatis,
married; Jacobs Williams, ‘married;

seas—Official Record for }

single, = ...
Cayuga Detail—Joseph Clearsky,

widower: Petfer Dieboldt, married;

N. Symonds, married. ;
Caledonia Detail—David' Henry,

single; E. M. Clarkson, single; C. S.

Miller, single; Percy Johnson, single;

Martin, single; Eli Henry, married.

Hagersville Detail—Georgz.J. King
married; G. 1. Herkimer, single; J.
W. Laforme, single;. W. Maracle,
single; S. Maracle, married; J. Fess,
married; Chas, C. Tobicoe, married;
S. Spencer, single; Ralph D. Monture,
single; John B. Crain, married; Sam
Laforme, married; ' Peter Laforme,
single.
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RE-TAKE TRENCHES

London, March 3.—The British of-
ficial statement issued to-night on the
fighting in the western zone says:

“We recaptured the trenches at the
bluff ®f the '¥Ypres-Comines Canal
(south of Hooge) which were lost on
February 14th, and alég captured 3
small salient in the German line,

“A counter atfack launched some
hours later was repulsed. {
mine galleries in the captured trench-
es were destroyed. . We have taken
180 prisoners, including four officers.

“There has been much artillery ac-
tivity on both sides to-day from Viez-
straat to. Beesinghe.”

CANCELLED THE
 SPECIAL MISSION

Chinese Minister, Ready to
Travel to Japan, Asked to
Delay Trip:’*«

Jan. 1 for any consideration other | trying to escape taxation. The profits
than cash the fair value of the stock | of mining companies included not
at the date of its issue shall be deem- | only actual profits but part of the

ed to be the amount paid up on such | capital of the mine, and regard mus. |
! stock.” be had to the amount by which

That part of the amendment which ' the mine was yearly exbausted. He,
set forth the manner in which the therefore proposed 2an amendment
value of stock was to be arrived at that “the Minister, when determimng

was as follows: “In estimating the the profits derived from mining may |

value of stock issued for amy con- make an allowance for theexhaustion
sideration other than cash, regara of the mines.”

shall be had to the value of the assets, The Finance Minister then answer-
real and personal, movable and im- ed a number of questions. He tol
movable, and to the liabilities of the Mr. G. H. Bovin that companies
company at the date as of which such whose capital stock was less than
value is to be determined. In no case $50,000, but whose reserves invested
shall the value of the 'stock be fixed in theé business if computed as cap-
at an amount exceeding the par value ital.brought the amount to 2 greater
of such stock.” | figure would be considered as taxable

Mr. W. F. Maclean interposed | under the act.

WAS. ABOUT TO-
'HONOR THE MIKADO

Wheole Métter Considered a
Studied Insult to China’s
Leader.

1 Peking, March 1.— (Correspond-
ence of The Associated Press) —
Japan’s sudden request that Minister
Chow. Tzu-chi’s special mission to
Japan to confer the highest Chinese
decoration upcn the Japanese em-
peror be postponed until’ a _miore
convenient date, created a decided
isensa.tion in Peking.
| The request for the ,dela_%l came af-
| ter all details of the trip had ~been
| prepared and the Japanese minister,
| Mr. Hioki, had given a farewell din-
| ner to M‘nister Chow, Tokio had
| announced its compléte ‘readiness to
| receive the distinguished persoal en-
| voy of Yuan Shi-kai. re had expect-
led t5 leave Peking January 18 and
was to arrive in ‘Tokio five days late:
land betm a round of énteftainments
prepared for Him. " &
Cninesé newspapers, almost with-
out exception, intérpret the postpom:-
ment as a direct and studied insult to
Yuan Shi-kai and give little consider-
ation to other suggestions. They say
Japan has no thought of doing any-

AT

———

P

Hermetically sealed against

_moisture “and -impurities.

No_spilling, no
waste; just cut a
corner off the car-
ton and pour out
the sugar.

Sold in 2 and 5.1b.

sealed cartons
Weight Guaranteed

§

Lantic granula-

ted-‘.ls.fallso sold

b;a"}g'? provided

—  with snowy

white cotton linings—

and in 10,and 20:-1b.

white cotton bags.

Look for the Red Ball
on each bag.

Weight Guarantcgd &

S et

Absolutely pure powdered sugar—
the sugar for fruits and cereals.
The cartons have a mpisgure-proof
inside waxed bag, which * pre-
vents the sugar from caking.

R T D '

Sold in 2 I'b._‘seg_lhed cartons

Wefghtﬁ C&a?a;;t"ee? :

Lantic Icing, extrafine ground, for
co_nff ections, icings and cakes. |

AR %

Absolutely pure sugar, with a
moisture-proof inside waxed bag,
which prevents the sugar from
caking. gt a0

“*Sold in 1 Ib. sealed cartons

Weight Guarantéed ~ V..
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standing for the new monarchy in
China, \ v

Many foreigners in China believe
the recent throwing of the bombs at
Count Okuma and the somewhat un-
cettled conditions in Japzn are in
themselves sufficient to justify Japan
in refusing to receive a foreign guest
iwhen it is not sure it can protect
|him frowr'anarchists. Other foreign-
iers are ¢f the opinicn that Japan has |
begun negotiations with Grand Duke |
| George of Russia which are of such l
a character that they might be de-

feated if special attention were to be

paid at this time to a representative
of Yuan Shi-kai. -

The Peking Gazette, speaking of
| Japan’s actisn, says: “The news is T AT eurr
almost increditible. It is difficult to IR AR ’
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Lantic Sugars are refined eXC’lﬁsi'\'ely.’ffrom
Pure Cane Sugar. Nohand touches the sugar
from the refinery .to your pantEy. - ..
Buy in Original Packages, and look for the
~ Lantic Red Ball on each package. - .
Atiantic Sugar Refineries Limited
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