
3934 COMMONS
Income IVor Tax Act

hie has in mi. That is flot to admit, of
course, that it is, cf nacessity desirable. But
I do flot think we should require an amend-
ment te the set, in order to shlow that appor-
tionment to which lie refers to be made. I can
assure my hon. friend that we would flot need
law te do that.

Mr. FULTON: A letter which I wrote to
the minister, te, which bis letter wss in reply,
had to do with the samne mattor te whicb the
hon. member for Kindersley was referring, and
the objection which I was msking was that the
income tax returo required coopcrstives te
show "what portion cf refend wss on 'living
expense' and what on 'production expense'
The letter to me went on:

Ail this is entire]y new and applies te 1945
business aitho' paid in 1946.

The point made by my correspondent was
this. After hie had closed bis books for 1945
and hiad not kept books in such a way that
hie could say whst portion was on one and
what was on the other, hie wanted to know
how hoe could be expected now. in 1947, te go
back to 1945. Business donc in 1945 was
reflccted in the 1946 tax wvhiclh was payable
on April 30, 1947. I haci intcnded te cover
both points in my louter te flhe minister, and
when I saw hîs answer saying that the matter
would be considered aed possibly a change
would ho effected in this bill, I thcught bie was
referring to hoth peints. It dees seem te
me that to make a distinction between what
portion cf a payment is on "living expense"
and what portion is on "production expense",
is really more than an administrative matter.
Would that net require a definition? Could
that net ho covered by a definition in the act?

Mr. ABBOTT: 1 am flot toc familiar with
the particular practice te which the two hion.
gentlemen have referred, but the officiais
assure mie that this is a matter for administra-
tive determinction. The question cf net being
taxable in 1946 is taken care cf in the cmend-
ment whi<'b is introduced in this section. The
other question. I am told, doos flot require
an amendmnent. The situation, as I understsnd
it. is this. I think I made the statement in
the bouse that a dividend from a consumer
ceeperative was flot taxable, but a dividend
from c producer cooperative wvas. There are
some cooperatives whicb are botb producer
and consumer cooperatives. That is, 1 believe,
correct. The difficulty arises in apporticning
the patronage dividend which is declcred and
paid, as between the consumer part cf the
business and the producer part. That dees net
require specifie law. That is a question cf
accounting practice, administrative determins-
tien, or whatever y-ou like te caîl it. Pessibly
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the Department cf National Revenue makes
certain rules on apportiofiment and thosa
rules may net be-and I say "may net ho"-
soundly based. But tbey can change themn
if tbey are net. That is the point which I
think my hon. fricnd bas in mind.

Mr. FULTON: It is a matter entirely for
the Department of National Revenue, is it?

Mr. ABBOTT: It is an administrative deci-
sien cf the Department cf National Revenue
in accordance with the facts; it is mada
according to acceunting principles, on whatever
the facts show.

Mr. WHITE (Hastings-Peterborough) : I
should like te ask the minister one question
while bie is dealing with cooperatives, and 1
ask it purely as a matter of information. It
bas te de witb the great confusion which
exists cmcng cheese factories as te whetber
thcy are te be taxed in 1947. In eastern
Ontario there are a great many of these cheese
facteries; some are incerporated as coopera-
tives, som-e as joint stock cempanies, and
some have reslly ne legal incorporation of
any kind. But rougbly, the cheese factory
ecnsists simply cf a number of farmers wbo
have joined together for the production and
manufacture cf cheese and butter; and after
the deductien ef costs cf manufacture and
other running expenses, the remainder cf the
money on hcnd is divided among the patrons
accordiiîg te the numbar cf pounds cf milk
they bave sent in during the year. I think it
would ho helpful if the Minister cf Finance
or bis colleague, the Minister of National
Revenue, could make seme kind cf statement
as te these varieus cheese facteries. I would
point eut te the minister that the only official
in the factory whe is paid is the president,
who is generslly aIse the secretary and trea-
surer. They have the ides, parbaps wrengly,
that they are now te be taxed and be burdened
witb complicated roturns, daductions and
things cf that kind. If the minister could
make some simple statement. I am sure it
wculd be very mucb appreciated.

Mr. ABBOTT: That is perhaps rigbt; if it
were possible te make a statoment which would
cover cIl cases, it wvould undoubtedly ha help-
fuI. I am told that the conditions vary se
much, as my hon, friand bas indicatad, in thesa
different cooperatives that it is hard to maka
a short, simple statemant covering thamn ail.
If they are a corporation, than, of course, thay
are subject te tax in 1947, tha sama as any
other corporation. If they hava paid eut pat-
ronage dividends these are deductible as an
expense bafere arriving ait the net taxable
income. My colleagua the Minister of
National Revenue peints out that, in answer


