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Appropriation of Quarter Billion
- Dollars is Asked of Par-
liament.
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" REVENUE HAS GROWN

Surplus for Present Fiscal Year
Will Be Forty-Five
Millions.
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oreas~d duties levied under the Cus-
toms War Revenue Act.
Civil Expenditures 1915-16.
In the budget of last year I stated

that new wolks would not be under-
taken until the financial outlook be-
came clearer, and we should have in
w the source of funds from which
meet the -expenditure. This policy
has been rig.dly - followed. Only
works actually under contract
have heen proceeded with
gnd civil expenditure has ireen
kept within closc bounds. As a result
our outlays for the year for purposes
other than those of the war have been
much less than the cstimate of the
budget. Up to the present our ex-
g::mure on ordirary account has
in round figures $93,500,000, a de-
crease of over 313,000,000 as compared
with the same period of the previcus
On capital acecunt cur expen-
dtures—prinecipally upon such Wworks
as the National Transcontinental Rail-
way. the Quebec Bridge, Hallfax 'Ter-
minals, improvements to the St. Law-
rence Ship Canal, the Welland Ship
Canal, and the Hudson Bay Railway—
have am~unted to $30,500,000, a de-
orease cf $7,000,000 {rom tbe corre-
gponding period of the previous year.
Taking into account our increased
revenue on the one hand and our de-
creased ordinary and capital expendi-

ture on the other, it will be seen that.
apart from the cost of the war, there |
has been an improvement in the finan- |
clal position of the Dominion for the!
period since April last of no less a sy:a
than $51,000,000. The improvement for
probably
reach $57,000,000.
War Expenditure 1915-16,

During the last-session parilament
passed @ War Appropriaticn Act for
$100,000,000. This was the second ac:
of the kind, the first having been pass-
ed at the special session following upon

_the outbresk of the war and providing

for an amount of $50,000,060. 'Che prima

‘rinister will introduce at tiis session

a further measure providing for an asl-
diticnal sum of at least $250,000,000.
The number of our troops having
grown by successive steps to 50,000,
to 100,000, to 250000, with a mpresent
authorized establishment of 500,000,
our war expen:dliture has correspond-
ingly increased and has now
reached very large flgures. From the
outbreak »f the war to the end of Jan--
vary, 1918, it has amounted to $158,-
000,000, <: ©: 05 Fosayre =

From what 'I have said it will he
gathered that the genera]l position of
our finances has been. that while our
revenues have been substantially in-
creasing and our ordinary and capital
expenditures materially declining, our
war expenditure has been mounting
rapidly. Our problem has theref rec
been one of raising money to. fill the
gap between revenues and total out-
lay, and T turn now to describe the
financial operations of the year. -

Loan Issues 1915-16:

We entered upon the present fiical
year with £3,000,000 of treasury bills
maturing in June. We had also a bank
indebtedness of $5,000,000 Toese
treasury bills were retired upon
maturity and our bank indebtedness
has been paid off. The Dominion
Government has no outstanding tre.as-
ury bill /n the London market and ig
not overdrawn with any financial in-
stitution. On the contrary, we have,
at the present time, very large bal-
ances to our credit both at home and
abroad. In fact the government is
financed until the beginning of next

~summer.

Qur loan transactions for the. year
have been as follows: In March last
we made an issue in Londou of £5,

When Hydro has to
compete on even
terms with Telco, the
rates of Hydro may
be based on cost.
When it is relieved of
this competition, its

“all- the traffic will
stand.” That is why
Hydro is forced to
sell current for cook-
ing purposes at nine-
tenths of a cent per
kilowatt hour, while it
chargesthe taxpayers
of Toronto two and
twelve -hundredths
cents per kilowatt
hour for street light-
ing purposes. What
would Hydro be able
to charge private con-
sumers if it were not
for Telco competi-
tion? '

TARIFF UPON APPLES AND OIL
IS GIVEN AN UPWARD SWING

Rate of Ninety,Cents Per Rarrel Now in Force
Upon Apples—Moderate Advance in
Tariff on Oils a_nd Petroleum.

By a Staff Reporter /

OTTAWA, Ont., Feb. 15~—~Tariff
charges announced by Finance Mini-
ster White today apply only to apples
and oil, and the event justifies ex-
pectations that revision would be com-
paratively unimportant in scope.

The tariff resolution was as follows:

(1.) Resolved that ‘it is expedient to

' amend schedule A to the customs tar-

iff, 1907, and to strike thereout tariff
items 92 and 267, the several enumera-
tions of goods -respectiveiy, and the
several rates of duties or customs if
any, set cpposite each of the said
items, and to provide that the follow-
ing items, enumerations and rates of
duties be inserted in said schedule “A.”

92-—Apples, per barrel

Hlluminating or lubricating oils)

grees temperature, per gallon

own factories

War Measure Act, 1915. .

267a—Crude petroleum, in its natural state,
.7900 specific gravity or heavier at 60
degrees temperature, when imported
by oil refinérs to be refined in their

Provided, however, that the goods hereirBefore
the rates of duties of customs specdified in section

British Inter-
Preicrential mediate
Tariff. Tarift.
90c 90c

General
_Tarift.

267—0ils, petroleum (not including crude

petroleum imported to be rel“lnedé or
.82356
specific gravity or heavier at 60 de-

J p.c. T3, p.c. T% p.c.
enumerated shall be exempt from
3 of the Customs Revenue Tariff

In Force Today,
(2.) Resolved that any enactmenti
founded on the foregoing resolutions
shall be deemed to have come into

force on the 16th day of February.
1916, and to have applied to all goods

mentioned in the foregoing resolutions
imported or taken out of warehouse
for consumption on and after that day.
and to have also applied to goods pre-
viously imported for which no entry
for consumption was made before
that day.

000,000 of four and one-half per cent.
debenture stock, maturing 1920-25.
The issue price was 99 1-2 and the of-
fering was over-subscribed.

In August wé made an issue in New
York of $25,000,000 of 5 per cent.
notes maturing August 1st, 1916, and of
$20,000,000 of 6 per cent. notes matur-
ing August 1st, 1917, or a total issue
of $45,000,000. These notes were sold
at the price of par and 991-2 respec-
tively, less a commission of 3-4 o{ 1
per cent.. and are convertible into &
per cent. bonds of the Dominion of
Canada, maturing August 1st, 1935.
The purpose of this loan was to pro-
vide for expenditure upon puablic un-
dertakings under contract and other
capital outlays throughout the Dom-
inion.

In November we offered to the Can-
adian public a domestic loan of $50,-
000,000 of 5 per cent. ten year bonds,
the issue price being 97 1-2 payable in
instalments extending over the period
from November, 1915, to May 1st, 191F.
This issue, as is well known to the
house, was most enthusiastically and
patriotically received by the neople !
Canada, with the result that ‘it was
more than doubly subscribed. In-view
of this response and the earn-
est desire on the part of private
investors and financial auu othn.
institutions who had subscribed for
large amounts to participate in the
loan, the authorized amount was
doubled and an allotment made of
$100,000,000 of these securities. It
chanced that at the time of this is-
sue the imperial government, owing
to adverse sterling exchange condi-
tions which had for some time pre-
vailed, were at a serious disadvan-
tage in making payment for muni-
tion and other orders placed In
Canadi. To assist in overcoming
the difficulty and to facilitate further
purchases in Canada, the government
placed the sum of $50,000,000 from
the proceeds f the domestic mwar
loan to the credit of the jmperial
treasury. This credit is now being
availed of for the purpose mentioned.

In my last budget speech 1 ex-
plained to the house the arrangement
made by the government for advances
by the imperial treasury towards
our war expenditure. The total
amount of such advances to date has
been <£27,000,000. It will be gratify-
ing to the house to learn that since
the beginning of the period of serious
decline in sterling exchange from
June onwards the government has
been able to finance all our war ex-
penditures in Canada without assist-
ance from the imperial treasury. Had
we been obliged, during the pariod l.n
question, to bring funds for this
purpose from London to Canada, we
should not only have made a heavy
loss on the transactions, but would
have been in direct competition with
the imperial treasury in selling ster-
ling . exchange ,for the purpose of
meeting their obligations maturing
due upon orders for munitions and
supplies placed on this side of the
Atlantic. By reason of our improv-
ing revenues and our borrowings in
the United States and Canada it
has not been necessary for us to
negotiate any sterling Dills since

ne of last year.

s Outcome of 1915-16.

As closely as we can estimate, the
financial outcome of the present fis-
cal year, he said, will be as follows:
Revenue frcm all sources $170,000,000
Ordinary espenditure .... 125,000,000

urplus ...-$ 45,000,000
Es I;he proceeds of the American
loan, which was specially made to
meet capital expenditure, have
been more than sufficient
fo1r the purpose (the expected _expen-
diture under this heading being $40.-
000.000), it has been possible for the
government to devote its entire sur-
plus, estimated at $4-5,0_00.000, as stat-
ed, in payment of the principal of our
war expenditure. The house, of course,
cnderstands that in our ordinary ex-
penditure is embraced the entire inter-
est charge upomn our pubiic debt. which
includes our war borrowings. Ordinary
expenditure also includes pensions.
Briefly, then, the result of the pre-
sent year's transactions as to revenue
and expenditure may be summarized
as follows: We borrowed in the United
States the amount required for eur
capital expenditures. Our revenue wil?
exceed our ordinary expenditure by
$45,000,000. This $45,000,000 we devote
to the payment of our war expendi-
ture. By the end of the year the net
national debtwill stand at about $580,-
002,000, an increase of $131,000,000 dur-
ing the year.
Economic Conditions, 1915-16.
Turaing from the financial trans-
actions and position of the govern-
ment to the general affairs of the coun-
try, we find much cause for gratifica-
ticn and thankfulness. Business has
aGjusted itself in a remarkable way to
the altered conditions. We have been
blessed with a most bountiful harvest,
the grea‘est by far in the history of

the Dominion. and this., coupled with

tho demand for war material, supplies
and munitions, has given such stimu-
lation and impetus to trade and in-
austry tnat, notwithstanding the war,
we are experiencing a high degree of
prosperity. Provaoly the most out-
sianding feature of our national eco-
no.ny during the year has been the ex-
traordinary cnange which has taken
piace in our international trade bal-
ai.ce, For the fiscal year 1812-13 it
was adverse to the extent of over
$300,000,000; in 1913-14 of $180,V00,000.
snd in 1914-15 of $36,000,000. For the
present fiscal year it seems certain
tnat we shall have a favorable trado
ba.ance in the neighborhood of $200,-
v00,0vv. That so great change has taken
enected in one brief year is a striking
tribute at once to the marvelous pro-
ductivity of the Dominion and the
capaovility, industry and thrift of our
people. Our total trade for the year
will aggrega.e approximately $1,200,-
(00,000, an increase of neariy $200,000,-
v0C in exporis, and a slight reduction
.n imports. This is the largest aggre-
su2te irade in the history of the LDo-
minjon.

On the financial side stability con-
.inues to be maintained. ;

Tne statements of our great mone-
.ary institutions disclose a position of
Jrow.ng s.reng.h. The savings of the
oublic are rapidly increasing. in vol-

ume, thus insuring adequate credits
for the commeiciad, inauscrial and ag-
ricuitural needs of the community.
Aitho, since the .outbreak of the war.
borrow.ng for our capital requirements !
has ween possible in Great Britain
cniy on a greatly reduced scale, our
provinces,; mun.cipatities, raiiway, in-
dustrial and other corporations have
resoited with a marked degree of suc-
cess to the investiment markets of the
Umnited Sta.es, wnere a strong demand
ex.sts for their securities.

While these features of our economy
are signincant and encouraging in the
ex.re.le, we mus( conunually keep be-
fore us the salient fact that we are
participants in a war, the greatest in
ail history, still being waged on an
ncreasing scale, wiun undiminished
vegor aud with no prospect of early
teaminaiswon. Indeed, all sSigns seem
ratuer to point to prolongation until
the issue sha.l have been determined
by superior resoucces on the one hand
and exhaustion with collapse on the
other. To win the war wiith the deci-
siveness which will ensure lasting
peace, he empire will require to put
for.h its full collective power in men
and in money.

From this viewpoint it is our true
pol.cy to augment our financial
swrength by mulaplying our productive
exeruons and oy exercising a rigid
economy, which Teduces w the muni-
mum ali expenditures upon luxuries
and non-essentials. Only in this way
shali we be able to make good:the loss
cuused by the withdrawal of so many
of our workers from industrial activi-
ties, repair tne wasiage of the war, and
fird he funds for its continuance. It
czrnot be too frequentiy or too earn-
estuy impressed upon our people that
the heaviest burdens of the conflict
still l.e pefore us, and that industry
and thrift are. for those who remain
at home, supreme patriotic duties upon
whose faichful fulfilment our success
and consequently our mational safety,
may ultimately depend.

Apart altoge.her from these higher
grounds, it 18 1o be pointed out that in
sofar as our present prosperity is based
upon abpormal prices’for our produce
and upon the preoduction of war ma-
terial, it is precaricus and transient
and ' dependent upon the continuance
of the war and its conditions. On or-
dinary business grounds ilone the pru-
dent husbanding of resources, the wise
conservation of profits, are dictated by
the plainest considerations of practical
wisdom and good sense. It is in the
spirit of these remarks that I now ap-
proach the consideration of our finan-
cial -estimates and prograin for the
coming year,

Fiscal Year 1916-17.

It is well to make it perfectly clear
at the ovtset that notwithstanding the
satisfactory increase in revenue and
our diminishing civil expenditures, the
burden of financial administration will
be much heavier in the coming than
it bas heen in the past year. The last
War Appropriation Act auchorized an
expenditure of $100,000,000. The War
Appropriation Act of this session will
authorize an expenditure of $250,000,-
¢, all of whick and possibly more
will be required for the raising. equip-
ping, transporting and meintonance of
our rapidly increasing forces. The all-
jmportant question, therefore, to be
considered is “how shall we provide
that mc-ney?” There are only two
sources from which it can legitimately
come, namely, from revenue and fron
vorrowinz. The government is -reso-
Jutely resolved io maintain the stand-
ard of our currency and not to resort
to the issue cf unsecured paper monev,
which is mere'y a forced loar without
interest, leading to deprociation and

the gravest economic evils which can

| fled in placing upon

_afflict a nation. In this connection it

4

will be of interest to the hicuse to know
that our gold reserves heid agains:
> minion notes amount to $115,147,985.
or 64.2 per cent. of the outstunding car-
culation.

As regards our ordivary ard capital

expenditure, we shall endeavor to con-

tinue to eftect all possible reductions.
Our estimates contain numerous items
hitherto adopted by parliament, repre-
genting works with which it is not our
intention to proceed during the period
of the war. The policy adopted
from its outbreak. which has
given such excellent results <o
date, of proceeding only with works
actually under contract, will continue
to guide us. Further, should finan-
cial exigency o0 require we shall not
hesitate to terminate contracts and
leave works in an unfinished condi-
tion, notwithstanding the immediate"
and prospective loss and damages
involved. I do not, however, think
that such a course will be necessary.

So far as we can estimate, our
ordinary expenditure for the coming
year will amount to about $135,000,-
000 as compared with' $125,000,000 for
this year and $135,000,000 for last
vear. Our -capital estimates are $30,.-
000,000 as compared with $46,000,000
for this year. Adding the ordinary
and capital expenditure we look for-
ward to a total civil expenditure for
the year of $160,000,000 as compared
‘with $165,000,000 for the present
year and $187,000,000 for last year.
It must be borne in mind that in-
cluded in our ordinary expenditure
for the coming year is the sum of
$36,000,000, representing charges
upon our public debt, of which sum no
lezss than $20,000,000 represents in-
creased interest due to our war bor-
rowings and a further sum of $2,000,-
000 for pensions payable on account
of the war. In making a comparison
between our ordinary expenditure for
the coming year and that of preceding
years, these important items, aggre-
gating an increase due to the war of
$22,000,000, must be taken into ac-
count. :

Should it seem expedient we shall
feal justified in horrowing we
did during the present year, for our
capital expenditure.  Assuming that
this is. accomplished, we should have
on ' the basis of present revenue a
surplus of $35,000,000 to apply upon
our- war expenditure. This would
leave the sum of $215,000,000° addi-
tional to be borrowed for the war.
Adding to this our proposed borrow-
ing for capital expenditure, we are
confronted with an increase of public
debt during the coming year of
nearly $250,000,000.

The question has often bheen
discussed as to the true financial
policy of a nation in time of war. Some
have strongly favored the policy of
large borrowings; others have insisted
that the cost of a war should be de
frayed by a nation at the time it is Le-
ing waged. Obviously in a war
such as this, the latter course would
be impossible. The truth seems to ve
that it is not practicable for all
nations to adopt the same policy or for
any nation the same policy at all times.
The circumstances and conditions of
individual nations must be taken into
consideration. If a country has much
accumulated ‘wealth, a policy wl
drastic taxation would appear to b2
advisable. With a country such as
ours, rich in potential resources,
certain of future development and

’g'reat expansion of production and
| population, but without

at prese;;t
large daccumaulations of wealth, it
would appear to me that we are justi-
posterity the
greater portion of the financiai burden
of this war, waged as it is in the in-
terests of human freedom, and f.r
their benefit in equal if not in.greater
degree than for 6ur own. Caunada in
future years of peace, with the pros-
perity which will be her herituge from
the development of unbounded re-
sources, will be well able to meet the
interest and sinking fund charges upor
such debt as we shall be obliged to
incur in defence of our country and ts
liberties. From an example, tI'e house
will more readily see what I have in
mind. Let us assume that our in-
debtedness on account of this war w:il
reach $500,000,000; at 5 per cent., the
annual interest will amount to $25,~
000,000. 'This sum with a substantial
amount added yearly for ‘a sinking
fund could in my opinion be met, pto-
vided strict economy be practised by
governments, {rom the future reventies
of the Dominio In national finance,
if debts can be ded, the )racticol
question is that of payment of annual
interest. But while thi so, the fact
must not be overlooked t b 4
debt, a financial obligation and urder
upon the body politic, whether owe
to irivestors at home on abruad. In
making these observatibns it is "2y
earnest desire that neither the house
nor the country will gather the im-
pression what we underraied = the
niagnitude of the liabilities which we
are assuming or the gravity of the
financial consideration involved
our participation iIn this great
struggle. We believe, howevel
that ithe people of Canada \desire the
government to put forward the maxi-
mum of effort in the cause, and that
they will, both for the present and
the future, be prepared #o cheerfully
bear whatever burdens may be en-
tailed upcn them in consequence.
While I haye stated, as I think cor-
rectly, what the general policy of
Canaga should be so far as relates
to our war finances, I do mot desire
to be understood as saying that we
should not endeavor to raise by taxa-
tion a considerable part of our war
expenditure. On the contrary, it is
my view that it is our clear national
duty and supremely in the interests
of our credit to provide what we
reasonably can without impairing
our economic strength. . To attempt
more would mean too drastic taxa-
tion upon a community whose trade
and commerce have been seriously
interrupted and affected by war con-
ditions, and unduly heavy burdens
upon a people already contributing
generously of their substance 1o
funds and organizations whose par
triotic object is the condfort and
well-being of our soldiers and the
dependencs’ they have left behind,
In connection with taxation, there
is another feature which we must
T e:r in mind namely, that Can-
ada is a country inviting immigra-
tion, and we must be careful noi to
¢Tua.e che impression that it is likeliy

to become a country of heavy indiv 2

dual taxation. In this connection 1
thunk il opportune to state on behalf
of the government and 4s enunciating
its settled policy, that in providing
our war expenditure resort will not
be had to taxation upcn the farms,
personal effects or incomes of those
engaged in our great basic industry
of agriculture.
Taxation and Loans, 1916-17.

With those preliminary ocbserva-

tions as to general financial policy

applicable at- this time

in_

TAX UPON BUSNESS
PROFITS IS IN EFFECT

Finance  Minister Announces
Measures tqg Meet Strai_n
of War.

FEW TARIFF CHANGES

System of Rural Credits to Be
Established by Govern-
ment.

(Continued From Page 1.)

any. time. The British Government
has cxtended to Canada an additional
credit of $150,000,000, which will . be
drawn upon as sparingly as prssible.
Total Revenue $170,000,000.

Sir Thomas Wuite, in opening, con-
gratulated the house, and the country
upon the remarnkable increase of, re-
venue for the current fiscal year. He
said that it had been estimated that
the additional taxation imposed last
session would bring the revenue for
tho fiscal year ending March 31 next,
ur to $150,000,000. He was pleased to
say that the result had far exceeded
his most sanguine anticipation. In-
stead of $150,000,000, the revenue for
the current fiscal year would amount
to $170,000,000. (Applause.) Up to Feb.
1¢ the actual revenues collected since
April 1 amounted to $145,000,000, an
increase of $31,000,000 over the cor-
responding period of last year.

The budget of last year had no soon-
er gone into operation, the finance
minister continued, than the decline in
our custom receipts was arrested. Our
custom receipts for April, May, June
and July equaled the custom receipts
for the same nionths of 1914. The cus-
tem receipts for the six months be-
ginning Aug. 1, 1915, had shown en-
ormous increases over the customs
1eceipts for the first six months of the
war, Of the $145,000,000 Tevenue SO
far collected $82,000,000 came from
customs, and $19,000,000 of the same
was the result of the increased tariff
taxation imposed at the last session;
$14,000,000 had Mbeen collected: from
postal receipts; $19,000,000 from ex-
cise, and about $3,000,000 from the
special taxes other than postal levied
under the special War Revenue Act
of last year.

Expenditures Decreased.

Not only had our revenues increas-
ed, Sir Thomas said, but the expendi-
‘tfures had decreased. The expenditures
of the government upon current ac-
count ‘for the fiscal year up to date,
amo 'nted to only $93,000,000, a decrease
i of $£13.000,000 compared with the ex-
penditures for the similar period of last
. dear. Upon capital account our expen-
~ditures amounted to $30,500.000. Procti-
| czlly all the money had been spent
{ upon works in progress when the war
! commenced, including the Hudson Bay
. Railway, ‘Welland Canal, Quebec
bridge, the St. Lawrence River Ship
Canal, and the Halifax terminals. Our
'saving up to date upon capital ex-
| penditures was $7,000,000. Apart from
| war -expenditures the financial posi-
tion of the Dominion Government thru
increased revenues and decreaséd ex-
penditures would be better  for this
year than last by $5§7,000,000. (Ap-
plause.)

Expenditures upon the war. Sir
Thomas said, up to the end of Janu-
ary, amounted to $158,000,000. Parlia-
ment, at the special session of 1914,
| Lad voted a war credit of $50,000,000,
and at the last sessfon an addijional

war credit of $100,000,000. At the pre- |

sent session/ a still further vote of
££0,000,000 would be asked by tho
government. It would, therefore, be
seen that altho our revenues had in-
creased and our expenditures, apart
from the war, had decreased, the ex-
penditures upon war had grown so
1apidly as to create a tremendous de-
ficit. The problem of the hour was how
tn bridge the gap between our revenue
and the tremendous expencitures oc-
casioned by the war.
No Bank Overdraft. |
At the opening of the present fiscal
year Sir Thomas said the Dominion
Government had treasury bills out in
the Londcn market to the amount of,
$,000,000 pounds sterling and hed a

bank indebtedness of $5,000,000. The
tr iry bills above referred to had
en retired and we now had no over-

draft at the bank. On the contrary,
the government had large credits in
the banks at home and abtroad and
had financed up to next June; $45,000,-
{000 had been borrowed in New
York and $100.000,000 had been real-
ized from the domestic loan! $50,000,-
000 of this had bezn used to help the
! motber country finance her maunition
, orders i Canada Stock debemtures
| had alsd” been sold in London to the
amount of 5,000,000 pounds ¢terling.
The finance minister said that the
imperial authorities between the out-
break of the war and last June hal
advanced us 27,000,000 pounds sterling:
No further advances had been made.
As closaly as we can estimate, the
financial outcome of the pr2sent year,
Sir Thomas continued, will bo as fol-
lows:
Revenue from all sources...$170,000,000
Ordinary expenditure 125,000.000

Surplus $45,000,000
The American Loan.

As the proceeds of th2 American
ioan, which was specially made t0
meet the capital expenditures, have
been more than sufficient for ihe pur-
pose (the expeeted expendittre under
this heading belng $40,000,000) it has
been possible for the govarnment to
devcte its entire surplus, estimated at
€45,000,000, as stated, in paynient of the
principal of our war expendiiure. The
wouse, of course, understanas that in
our ordinary expenditure is embraced
the entire interest caarge upcn our
public debt, which includes our war
borrowings; ordinary expenditure also
incluvdes pensions.

“Briefly, then, the result of the pre-
ent year's transactions a8 to revenus3
and expenditure mav be summarized

as follows: We borrowed in the Unit-
| ed States the amount required for our
| capital expenditures. Our revenues

exceed our ordinar expenditure by
£45,000,000. This $45,000,000 we devote
' te the payment of our war expenditure.
| By theend ot the year the net national
debt will stand at about $500.000,000.
{ an increase of $131,000,000 during th2

Canada’s Grest Trade.

Discussing the economic situation of
the rountry the finance ministor an-
_mounced the total trade of Canada for
the vear endimz March 31 next would
amount to $1,200,000,000, the greatest
trade record in our history. Our ex-
ports had increased by $200,000.000:
our immorts show a small decrease.
Our adverse balance of trade, amount-
ing to $300,000,000 for tbe year ending

March 31, 1913, amounting to $180.-
000,000 for the year ending March 31
1914, amounting to $36,000,000 for the
vear ending March 381, 1915, would he
changed into a balance in our favor of
$200,000,000 for the year endmg on the
31st of next montk. (Applause.)

This record tes:ified to the industry
and thrift of. our people. Our banks
and financial- institutions were strong-
er than ever. ‘Bank deposits showed
progressive’ increases from month- to
month. QOur harvest {or 1915 had been
the greatest in our history, while the
manufacturing of munitions had stim-
,glate‘d our - manufacturing enter-
Prises to tHe highest pitch. Altho our
provinces, municipatities and railways
had found the English money market
closed to them they had Tresorted
with: success to New York. 'In spite
of the war our country was ‘enjoying
a marvelous degree of prosperity.

Heavier Burdens COming.

At the same time the minister re-
minded the house that we' were in the
midst of a great war that might last
for a number of years and that finan-
cial burdens entalled by that war upon
Canada would be heavier in the fu-
ture than they had been - up to this
time. When the war ceased the farm-
er would find neither the same demanad
for his producis nor the same high
prices and the me- enogeed ' ‘N
manufacture of munitions would sud-
denly find themselves w.thout empioy-
ment., It was therefore of the nignest
imporiance that we adopt “production
and economy” as our national motto.
It would require great energv and
great thrift on the part of those whw
stayed at home to make up for the
withdrawal of so many workers for
enlistment to support our armies in the
field and prepare ourselves for the
dislocation bound to come with the end
of the war.

Getting back to the problem of how
the money was to be raised for war ex-
penditures for the year Sir Thomas
estimated the current and capital ex-
penditures of the government at $160,-
000,000. This would include $36.000,-
000 interest on the public debt and
$2,000,000 for pensions. Of the $36,-
000,000 of interest to be paid $20.000,-
000 was due to the increase of the debt
by reason of the war. Therefore of
the $168,000,000 that is to be spent
next year “exclusive of war expendi-
tures” there would be included $22,-
000,000 for which the war was directly ‘
responsible. Only public works already
under contract would be carried on and
work upon those would be stopped if
the exigencies of the situation
seemed to require it. In any event the
minister was confident that we would
have a surplus next year of $35.000,-
000 which could be applied to war ex-
penditures. The government would
ask the house to vote a war credit of
$250,000,000. The problem then was to
find the $215,000,000 for war expendi-
tures during the year ending March

31, 1917,
No Paper Money.

Sir Thomas advised the house that '
recourse would not be had to a paper-
money issue. To do so would be to
exact ‘a forced loan from the people
without interest. He was glad to an-
nounce that the store of gold availlable
for the redemption of outstanding Do-
minion notes constituted a gold reserve |
of sixty-four per cent.

To get the $215.000,000 required for
war expenditures during the fiscal year
ending March 31,1917, and the larger:
sum that will be needed in follow-
ing years it was the policy of the
govermment to resort to taxation
and borrowing. It was not ad-
visable in the opinion of the mini-
ster to attempt ,to raise too much
money by the imposition of taxes.

The government did not intend to
borrow all the money for the war nor
did it propose to place upon ‘le peaple
any crushing burden of taxation.
“While I have stated,” the minister
continued, “as I think correctly, what
the general policy of Canada should be
so far as relates to our war finarces,
1 do not desire to be understood as
saying that we should not endeavor to
raise by taxation a considerable part
of our war expenditure. On the con-
trary, it is my view that it is our
clear national duty and supremely in
the interest of our credit to provide
what we reasonably can without taxa-
tion upon a community whose trade
and commerce have been seriously in-
terrupted and affected by war condi-
tions and unduly heavy burdens upon
a people already contributing geuer-
ously of their substance to funds and
organizations whose patriotic object is
the comfort and well being of our
soldiers and the dependents they have
left behind.

; No Tax on Farmers.

In connection with taxation, there is
another feature which we must also
bear in mind, namely that Canada is a
country inviting immigration, and we
must be careful not to create ihe iic-
pression that it is likely to become a
country of heavy individual taxation.
In this connection | think it op-
portune to state on behalf of the
government and as enunciating its
settled policy, that in providlng our
war expenditure resort will not be had
to taxation upon the farms, personai
effects or incomes of those engaged in
our great basic industry of agr culture.

No Drastic Tariff Changes.

The finance minister’'s speech up
to this time had been frequently in-
terrupted by applause, but as he came
to the point where he was to an-
nounce his tariff and taxation
changes all the membens of the house
leaned eagerly forward, and amid
profound eilence he proceeded.

““The changes in the tariff announc-

ed were slightly and eomparatively
unimportant. The duty upon apples'
is increased to 90c per barrel (Brit-
ish preference one-third less), not so
much for revenue purposes as to
protect the Canadlan apple grower,
especially in British Columbia- The
tariff duty on oils is also readjusted.
“We propose,” said the finance min-
jster, “a. duty of one-half cent a gal-
lon on oils, petroleum, not including
crude petroleum imported to be re-

fined or lubricating or {illuminating
oils, .8235 specific gravity or heavier
at 60 degrees temperature”

The two tariff resolutions will be
found in another column. The tariff
on oil js expected to produce a re-
venue of $500,000 per annum.

No General Income Tax.

Coming now to discuss additional

_direct taxation, Sir Thomas sald that

for reasons stated at the last ses?on
a general income tax would not' be
levied. The proposal which he went
on to announce deals with the profits
clf. corporatiions, firms ‘and indivi-
duals having a capital 6f $50,000 or
more and with the profits of all per-
sons, firms and . corporations : en-
gaged in the munition business  no
matter what is capital invested. ,
“There are,” said the minister, “in

‘time of war many businesses and in-
\dustries which for-one reason or an-

other are able to maintain | profits
abové the average return  to ' capital
in time of peace. There ‘arée others
whose profits arise ; directly: from
the manufacture of = munitions or
the furnishing of supplies in connection
with the war itself and in some in-
stances of normal character, It has
appeared to the government that per-
sons, : firms and corporationst whose
profits have been such, might well be
called. upon to contribute a share to
the carrying on of the war. Their
position being advantageous, compared
with less fortunate fellow citizens, it
is just that a portion of their ad-
vantage should be appropriated to the
‘benefit of the state. In this con-
nection we have prepared a measure
which I propose to introduce to the
house, providing for the taxation of
pmfits in excess of a certain per-
centage upon capital engaged in all
classes of business and industry, in-
cluding railway, steamships public-
utility, - financial, commercial, mining
and industrial enterprises. We have
fixed upon a rate of profit in the case
of corporations and individuals .and
firms which may be taken as a fair
annual return in normal times. We
propose to impose taxation to the ex-
tent of one-fourth of the amount of net
profits upon the capital derived since
the outbreak of the war in excess of
this fixed rate. :

“To particularize our proposal is as
follows:

Exempts Life Insurance.

“Upon all incorporated companies
carrying on business in Canada, ex-
cepting life insurance companies which
are otherwise dealt with, and those
engaged In agriculture, we propose
to impose a tax of one-fourth of the
net profits for every accounting period
ending since the outbreak of the war
in excess of seven per cent, upon
paid-up capital. Provision is made for
determining the profits and paid-up
capital made and employed in Canada
in the case of non-Canadian companies
carrying on business in Canada  and
subject to the tax. .

“Upon individuals, firms, partner-
ships, and associations we propose a
tax of one-fourth of the net profits for
every accounting period ending since
the outbreak of the war in excess qf
ten per cent. upon the capital en-
gaged in their business. -

To August 3, 1917,

“The taxation will not apply, to per-
sons, firms, or companies whose capi-
tal is less than $50,000. This limita~
tion will not, however, apply
those engaged in manufacturing or
dealing ' in munitions or -material
of - war and supplies for war
purposes. The duration »f the
‘measure will be limited to August 3rd,
1917. Banks and companies which are
already taxed under the:provisions of
the special war revenue act, 1915, shall
during the period of the measure now
proposed be exempt from taxation un-
der the provisions to the extent to
which they are taxed under the said
special war revenue act. The yearly
taxation under this measure will be
payable on or before the first day of
November in each year. The first pay-
ment will therefore not be called for
until next November.” s

Prevent Stock Watering.

The minister said that a higher rate
was imposed on the profits of corpor-
ations than upon the profits of indi~
viduals and partnerships. He intime
ated that corporations often capitaliz-
ed intangible assets. It was he thought
impossible for the government to go
behind the capitalization of companies
to find just what was the capital in-
vested., Provisions, however, would be
found in the resolutions and in the
legislation to be founded thereon to
guard against evasions of every kind.
Companies would not be allowed to
water their stocks, increase < their
capitalization or transfer their assets
to another company with smaller cap~
ital stock issue. - -

Retroactive Legislation.

The legislation it will be seen is
retroactive. It takes effect August 4,
1914, and expires August 3, 1917. Some
profits earned befoie the outbreak of
the war may be taxed, but on the other
hand, some profits earned before
August 3, 1917, may escape taxation. }t
will all depend upon the companys
accounting period.

The minister estimated that from .
twenty-five to thirty million dollarse
would be Tealized from the: propo
taxation. The general scheme of taxa-~
tion and many of the details for Its
working out will be found in the re-
solution, a copy of which appears in
another column. : .

The resolutions were tabled . in the
house today by Sir Thomas White who
gave notice that a bill founded thereon
wouid be introduced at an early- date,

PRINCIPALITIES IN MERGER.

BERLN, Feb. 15.—(Via - Wireless to
Sayvllle.)—Amalgamaﬂon of the German
principaiities of Schwarzburg-Rudolstadt
and Schwarzburg-Sondershau.en was de.
cided upon at a joint convention of the
parliaments of these principalities today
at Erfurt. The amalgamition was ar-
ranged, the* Overseas News Agency says,
“on account of the moral union of all
Germans.” .
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