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lion. Sir .TAIES LOUGHEED: 1if a
represents profits nmade since the Act camne
into force, then it is taxable.

Hion. 3Mr. BOSTOGK: This Bill seems
rather peculiar in one res.pect. It is made
retroactive and there are dihfferent dates
at whicb various clauses shall corne into
effect. I would aek the honourable leader
of the Governument te indicate regarding
eacb clause when it is proposed t.o nake it
effective. I think I arn rigbt -in saying t.hat
this first clause withl regard to stock divi-
dends goes back te 1917?

Hon. Sir JAMES LOUGHEED: Yes.

Hon. Mr. BOSTOCK: It is rather difficult
to understand exactly what is the date on
which each clause is to f ake effect.

lion. Sir JAMES LOUGHEED: Sinice t.he
Act camne into force the Departmient has
given effect to the interpretation which is
here st.ated more clearly. This is simply
declaratory of the interpretation that the
Department has always given to the Act. It
is net introducinga a niew element for taxa-
tion.

Hon. Mr. BOSTOCK: It really niakes
ne change at ail in the administration?

Hion. Sir JAMES LOUGHEED: No, it is
sirnply declaratory.

Hon. Mr. GORDON: I desire to'ask.a
question as te the effeot of this. These et ock
dividend-s, il assumne, can be taken only from
a surplus. If that surplus is left it is en-
titled to be treated as capital.

lion. Mr. MURPHY: No.

Hion. Mr. GORDON: Yes.

Hion. MNr. SMITH: Not necessarily.

Hion. Sir JAMES LOUGHEED: That
question does not apply te the Incoine War
Tax at ail; it applies only te the Business
Profits Tax.

Hon. '-%r. MURPHY: Some honourable
miinbers may not be conversant with this
inatter. In mvy ret.urn I inserted isoinet.hing
whichi affectsz everybody in this Chamber
and in the other House as well. 1 put in
as an exemption $1,000 for the extra cost
of living at Ottawa and for the performance
of n duties du ring the Session, and. my
good friend te the right (Mr. Breadner)
writes and sys lie ixnight allow nie $10. I
think lie is probabiy a little parsiimonious
in bis judgment. It is just as reasonable
that 1 should, -et tliat exem~ption as that an
allowalice should, be made for the wear and
t.ear oi mîmy house. This is an expense in-
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curred iii tbe performance of rny d'uty, and
there should be an exeiplti for every-
thing- that pertains thereto.

Section 1 was agreed- te.

Hon. Mr. DANDURAND: Clause 2 of the
Act of 1919 states:

Deficits or losses sustained in transactions
entered into for profit but not connected with
the chief business, trade. profession, or occu-
pation of the taxpayer shall not be deducted
from Income derived f rom the chief business,
trade, profession or occupation of the taxpayer
in determining his taxable inceme.

And the addition here is:
-and the minister shall have power to de-
termine what deficits or loases sustained Ia
transactions entered Into for profit are connect-
Pd with the chief business. trade. profession or
occupation of the taxpayer. and his decision
shall be final and conclusive.

1 should like te know if thë -conîverse
would he true. Would basses sustainedý in
transactions entered into for -profit, but net
connected witb the chief business, ioe de-
d'ucted froru the incomne?

Hon. Sir JAiMES LOUGHEED:- It would
depcnd upon the niature of the transaction.

lion. Mr. DANDURAND: 1 arn speaking
of an exactiy similar transaction. I buy a
stock on mnargin, or pay in full for it. It
goes down in value and I sustain a bass,
and in virtue of this Act I cannot dediucl the
loas from my income. Then take the other
case. 1 buy a stock and it brings -me a
profit. Does that go te increase my inceme
on which II pay a tax?

Hion. Sir JAMES LOUGHEED: If my
bonourable friend were a stock broker it
would, but as lie is net a different rule
would apply. That, as 1 understand it, is
the principle upon which the income is
determined.

Hon. Mr. DANDURAND: I mentioned a
stock transaction as an illustration; I could
mîention inany others. for instance, a real
estate transaction. If a man is not a real
estate agent or a broker, and goes into a
real estate transaction, and sustains a bass,
lie cannot deduct that losa from his income.
If that transaction brings a gain, does it
affect the tax?

lion. Sir JAMES LOUGHEED: My
bonourable friend wvil1, I think, appreciate
the fact that if be were perniitted te go into
nmany side businesses and speculations he
înigah-t destroy the whole of his income and
render it unrealizable upen for taxation;
consequently it is necessary teo prehibit any-
thing of thiat kind. That. is te say, if my
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