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they are required to make in 19K* and 1917 as security for 
their policyholders in the Dominion in such securities; and 
"Canadian companies for the same two years shall invest in 
such securities one-half of the increase in their net ledger 
assets during the years 1915 and 1916, after making provision 
for increase in foreign reserves and in policy loans.

Provision will be made to meet the case of foreign com­
panies which have already made their deposits for the present 
yea{. The aggregate amount of such investments had reached 
a total of at least 1$ million. “Hawing regard to the rate of 
interest which the Dominion is now paying upon its securi­
ties. there can be no hardship in such legislation, either to 
the insurance companies or their policyholders, who will ob­
tain an investment of the highest character, yielding a most 
attractive interest return.’’ The finance minister stated that 
he had less hesitation in proposing this legislation because, 
unlike other financial companies, life insurance companies 
and associations have not been subjected to Dominion taxa­
tion. Their holdings of the Canadian war loan will be avail- • 
able pro tanto in discharge of their obligations under the 
proposed act.

is the further fact that shareholders have purchased their 
shares .1 nd receive the dividends upon the basis of issued 
capital stock.”

The finance minister added that provision would be 
made to prevent evasion of taxation for further stock issues 
or the incorporation of companies to take over existing busi­
ness, and also to prevent the postponement of profit-taking 
on orders and contracts, wholly or partially performedx
A

“I am unable to give the House an accurate estimate 
of what this measure of taxation will realize,” said Sir 
Thomas, “but we believe its results will be very substantial 
—probably as much as $25,000,000 or $30,000,000 for the 
period mentioned. It is to be borne in mind, in connection 
with the subject of war profits, which has been much dis­
cussed. that many of our industrial companies were obliged, 
during the period immediately succeeding the outbreak of 
the war, to pass their preferred and other dividends owing 
to the general depression which then prevailed.”

WAR TAX ON BUSINESS PROFITS
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•K< 1*1*000,00*The taxation of business profits in Canada is an inter­

esting innovation introduced by Sir Thomas White, finance 
minister, in his budget proposals. In this connection he 
said : There are in time of war many businesses and indus­
tries which, for one reason or another, are able to maintain 
profits above die average return to capital in time of peace. 
There are others, whose profits arise directly from the manu­
facture of munitions or the furnishing of supplies, in 
nection with the war itself, and are in some instances of 
abnormal character. It has appeared to the government 
that there are persons, firms and corporations whose profits 
have been such that they might well be called upon to con­
tribute a share to the carrying on of the war. Their posi­
tion, being advantageous as compared with their less for­
tunate fellow-citizens, it is just that a portion of their ad­
vantage should be appropriated to the benefit of the state.

In this connection,pPTOeasure would be introduced for 
the taxation of profits in all classes of business and industry, 
including railway, steamship, public utility, financial, com­
mercial. milling, mininjf ,and industrial enterprises. It was 
proposed to tax net profits derived since the outbreak of the 
war in excess of what was regarded as a fair annual return 
in normal times.

M 'jfl|
Upon all incorporated companies, excepting life insur­

ance companies and those engaged in agriculture, the tax 
would be 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 being made 
for determining the profits and paid-up capital in the rase 
of non-Canadian companies carrying on business in Canada.

In rases of individuals, firms, partnerships and associa­
tions the tax would be one-fourth of the net profits in excess 
of ten per cent, upon the capital engaged in their business. 
Except in the case of those engaged in the manufacture of 
munitions and materials of war and supplies for war pur­
poses the taxation would not apply to persons, firms or com­
panies whose capital is under $50,000. The duration of the 
measure would be limited to August 3rd, 1917. Banks and 
other companies. Sir Thomas said, would be exempt from 
taxation to the extent to which they were taxed under the 
war revenue act of last year. The yearly taxation under this 
measure would be payable on or before November 1st of 
each year.

Explaining the higher basis of taxation in the case of 
incorporated companies. Sir Thomas White said'-the capital 
of joint stock companies _ "frequently represents intangible 
assets or capitalized earning power or good-will.

“It is a practical impossibility to go behind the capi­
talization of companies and endeavor to ascertain the pre­
cise cash value of their assets, as can be done in the case 
of individuals or partnerships. The cases of railway, public 
franchise and. so-called holding companies, mining "and 

'other corporations illustrate the difficulty. In addition, there
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