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BANKING HISTORY

Theo Events of Nineteen Hundred and Twelve-Mergers
-Bank Act Introduced

Among the important i'vents of 1912 should bie mentioned
rte absorption of the Eastern Townships Batik by the Can-
adianl Bank of Comnmerce, which went loto ellect March ist,
and thec absourptionî of the Traders Bank of Canada by the
Royail liank of Canada, effective September 3id. Through
the acquisition of the Eastern TownshiPs the Commerce was
placid in position for challenging the Icad of the Batik of
Monitrea,;l, which has heen for ovt'r ninety years the premier
Cariadian batik in point of antoutit of total assets, writes Mr.
H. M%. P. Eckardt, ini the Bankers' Magazine. Shortly
after the amalgamation the Commerce passed the older batik
and retained the lead for several months ; but according to the
last batik staternelît published-that for Decenîber 31st-the
Batik of Montreal xvas then again in the ascendant by a air-
zow margin.
RoyRl Traders Morger.

Through its acquisition of the Traders the Royal Banik
becarne( an institution with about $18 o,ooo,ooo of assets-the
Bank, of Montreal and the Canadian Batik of Commerce pos-
sessilig $239,ooo,occo and $237,ooo,ooO> respectively. The Royal
also aicquired during the year the Batik of British Honduras
and now, therefore, possesses a branch at Belize. This move,
and the, movemnent of the batik to increase the number of its
branches in the West Indies, doubtless represent a part of the
plan for taking full advantage of the Prospective opening of
the Panama Catial.
TrW@ Other Absorptlofl8.

Two other absorptions were announced during the year,
to go into efiect ini 1913. The Batik of Nova Scotia (foundcd
1832) entered into agreement to absorb the Batik of New
Brunswick (founded î82o). Although the Batik of New Bruns-
wick is one of the oldest banks ini the Dominion, its opera-
tions were confined, utitil a comparatively recent period, to
the city of St. John, and, therefore, its assets did not rise to
the large proportions attained by the other old established
banks, At the end of the yenr 1912 the Nova Scotia had total
assets of $12,oOO,ooo. Thus the consolidatç'd batik will pre-
sumably compete with the Merchants Batik tif Canada for
fourh place. The absorption of the Internationale by the
Home marks the end of a notable venture by French bankers
iii the Canadian field.

The year 1012 saw the introduction to the Ottawa Parlia-
ment of the new batik act.
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MACNESIA PRODUCTS, LIMITED

Monetary Times Office,
Montreal, May Sth.

An offeritig ils being mtade in Montreal of the bonds and
stock of the iiMagnesia Products, Limnited." This concerti

asformed some time silice for the PurPose tif taking over
the plant and mines of the Canadian Magnesite Company, and
the undertaking of the Mag-nesia Pioduets Companiy, of
Newark, N.J. The new companty nequires control of a valu-
able deposjt of magnesia, at Calumet, Que., through the
purdiase of the former company, and through the plant of
the latter <-ompany it obtains immediate access to marketsm
already established throtighout the United States. lIn addition
ta this, however, it is expected that the new companx' w ilî
.rc a factory near Motitrcal with a view to taking cary of tht
needs of Canada.

Engineers' reports on the properties at Calumet are ta
the effect that, the company bas under its control Ioo.ooo tons
of magnesite rock, which is sufficient to last thirty-three

yýr»Th(, valuation placed o- the property of the company
isafollows5

Mines and plant near Calumet........... $368,721
manufacturiflg plant and site at Newark .... 23t,530

$600.251
A8.ainst this the company is issuing the followÎng securi-

Bonds, $6 ........................... - 325,000
?referred 6 per cent, stock............... 200,000,
cormon stock........ ........ ......... 600,c00
E-stimnated Profits are $ 140,000 per annum. Bond interest

arnunfts to $19, 500 per annumn, and preferred Stock dividends
ta $,20O rýo naking a total 'Of $31,500. 'I his, deducted front
egtbnated profits, leaves a balance of $108,500, or equai ta

orer1 per cent. on the cornmon stock.
The offering is Of $2oo,0oo of the bonds at 95 per cent. of

pa, arryixng a bonus Of 40 per cent. of commun stock, and
- 1;r made by the National Bond Company.

PROVISION FOR DEPREClATION

Determining Amount to be Set Aside-Four Methods
Discussed

The real work iti coinc-tion %witlî providing for deprecia-
tien consist', of i tîntng~ iih, roa llie of Ili( property
itivolved, of dtt',iin the,imîuî tîtat should lw set aside
annually to toovei suh dercatii aîîd of dt'n(iditig upon
proper îiiom ýu ,io ii I, aîî pm th1, b ofu the
companly.

The mnost conlci:daî itllit pa.rt of tht', work ils,
perhaps, that of s:îatigtepoblii (Af~ 1o dilferent
clisses of proper: i w vliichi nia'K, up a ihiit, p)lant, renîa;rked
Mr. H. Ericksoti, îni,'nib),r of tht' riilid.t comisiiisioni of
Wisconisin. There an'in.î r,'a"ons for ti:. This lite
varies with the kind Or clf, lt rop, rty or , quipinenit and
wîth rnany other lodtin t. J ih case of wateryorks
saime parts of a plantha) - lite. ut oiîly tivc years or less,
xwhile other paîris .îg.ini have- livef tetri, fitteen, twenty-five,
fifty, and even a hundredýç v,'-,i -~ 'l'hs paîrts must bc' classi-
fied on the basis ot -sge and di'd -Lit ýlh in ',uch age groups.
Four Methotis In Use,

Four methods of poiigfor dt'preciîition -and of
equalizing it as between, thtiou' x,'ar', i thi, period
covered are~ often suzgt'sd. 'lhe i îctlîods are: The
''straîglît linf,,' tie -- wiking funid,'' the' ''diîinishing
value,," and the "annuit\-itod. The first two in order
of these, imethods set ib b), ti' mi-' tiat are nîost gnr
ally emiployed in this counîryv. . Tht hast two, or tht' dimini-
ishing value and the annuity mecthnd', arie mostly suggestid
by Eniglishi wrÎter-, ulion this su îct

Undrer the sîriýiht line t'uhod, th(t amouunt that should
bie set aiside anîiuilly te caveru d,'pecatou is obtain,'d by
dîidirîg the biaanceý bt'twcet i th cost iiew\ ot tht property
and itq scrap valu,' hy lt 'sia' lite-. TI 'l'he 1traght line
unethixl is oiuc h noi, mnp 1an it t tItan Lny 4t tht other
methodis. It is adoct'db thw iltte LLt', t îMmt'ree comn-
mission, atid for etiainl)uroe .ilso by the ic cts and
other state commissions.

AssumPtlons andi Determlnatlons.
Under the,nkn funid uncilîod it is isue that the

amnount s stt aidt,, for d;ire i nîiu at uvestt' or mui'id at
compound int res, anid that thtw ititerest si0 obtined also
gotýs into tht e rciio reserve. 5mne il)ii, hîs cae the
interest on) thit sumn 01h1, set -,d,', as well asý thee ,unis
1 hemselves, bcmsa part of th'. tuud, it iit-c,'srly follows
t hat the matter need not bie as large as would bc the case if
ne interest %was allowed thereon.

Under the diiiishinig value method, a ce1rtain percent-
age is determinecd which is first applied to tbec total cost-
value for tht first year. The depreciation allowance thus
obtaitied iq thoni deducted f romt tht original cosýt-valuc of the
î>roperty. The same percentage is then applied to this re-
duced value the second year, and te tt diminîshing values
for each year tbevreafier until the end of tho, estinîatecd life
of the plant, %wheti the baant'riuLaîtiig should aigree with
the SCrap value ef thtf propcrty. lin this way thet base to
which depreciatioti is iipliei(d during this, period , continu-
ally diminishinig and thit irnniil dreiation i'ltowanice is
cons:tantly decrasiig.Undr this meithod tht' rate for de-
preciation is high.

lIn favor of thec diinisihîng value method it niay be s;aid
that under it theo charges are highes.,t durinig the tarluer
years, wýhen thu co't (if repaii ir r thr lowest,, andt( thrai these
charges decrease as the cost of repairs inrae.Another
argument frequently offered in support of this method is
that during tht tarlier years thw new (-qIipmenii-t is; tompet-
ing 1y,1iiht ,'tunut 1xî, 0 i n m'i Llitt,r ya' it is coin-
Peting with more efficient machines of a bottur ty-pe; for
these and other reasons the p)lant is. better able to bear a
heavy depreciatioti charge ini the earlier years than later on.
Hlgh Eneugb te Write Off Value.

The annuity method is bast'd on tht assumpltien that
the dep)reciation charges should bc high enough to write off
the vailue, cf thr property during its lite,, as well as te cover
the intcrest charges from year te year on the gradually di-
mninishing value of this property. It is aIso based on the
further assumption that interest is allowed on tht balances
in tht depreciationreserve inî much tht saine way as under
tht sinking fond method. As tht annual charge te operat-
ing expenses is constant or remains the same throttghout
tht period, and as tht proportion cf this charge that is re-
quired to cover the interest is gradually decreâsing, it neces-
sarily foflows that the depreciation charges are incrtasing.
These increases in tht depreciation charges represent the in-
terest that is allowed on the balances in the depreciation re-
serve. That part of the annual charges te operating expenses
which is represented by interest on tht value of tht property
is also, credited te tht interest account.
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