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DOMINION INCOME TAX ACT.

An important det,îsion was given recently in the Exchequer
Court of Canada in the case of The King v. Lithwicie, reported in
57 D.L.R. 1. An annotation ta this report discusses the law on
the eibject- as follows.

The duties imposed by the Inconie War Tax Act, 7-8 Cee. V. 1917 (Can.),
eh. 28, upon persons acting in a fiduciary or representative capacity, rnay
bo grouped under mix heads:

1. .Sub-sec. 6 of sec. 3, ae nrrended by 10-11 Gen. V, 1920, eh. 49, provides
t bat: "Income axournulating in trust for the benefit ot unasccrfained pensons
or of perseas with contingent interets @hall be taxable in the bande of the
trustees or other likie persons actinig in a fiduchiry capacity as if such incomre
were thc incrne otan unmarried person.'l This Le in terpreted by the Doeort-
nment of Finance to menai that where the whole or any portion cf the incorrec

ofan estate reeeived by a. trustee im net payable in the year of receipt to any
benefieiary, as for exemple, where there ie a direction in the will to acctimulat e
the incarne until the happening et Borne future event or until sonne one iF born
or delinitely apcerta.ined, the trustec must deliver a return of the portion uf
the incarne net distributable on %what ie ktiown as Formn T. 1. l'ho trustea mu Ls
pay the tax due ia respect of the income in the sarne manner as is required'in
the case of a persnal retlirn. As the trustee as euch can ha;Ve no relatives,
the maintenance et whieh gives an unniarried person an exemption of $2e000,
the exemption tram normal tax to '."ich the trustee je entitled Le $1,000. 1t
has te be noted that this euh-section ie retrospective in its operation to the
commencemnentof týe 1917 taxation period. As thti Aet provided ne pen~ilties
for delay in delivering returne for 1917 or 1918, retirns for these years may
etill be flied without penalty. Where returns for 1919 are filed after May
31, 1920 (the time for delivering of retuirns having basa enlarged by the
M inister trom April 30, te May 31), the tw.payer i.i subjeet to a penalty ot
25% of the amount of the tax payable. This pend,-, however, was reduced
by Order in Couneil to a penalty of 5% of the arnoutt of the tax payable, the
penalty in any case Dot to exeee SSO.

Whore a trusteb hbu discretion as te the amoiint Nvhieh lie n-.ay pay
ta a heneficinry ou~t of the Licoie ef an estate, the arnount rat ained by t he
truetee ha to be returned a acone under thie sib.-eeetioa. While there
may be taises »'iere the incoine of an estate ia not payable te any heneficinry
<turing the taxationi year for aeciimulated La trust for the benefit of 'lunascer-
tained persona" or of 11persons with, contingent internet," Lt wae appan'ntly
the intention of Parhimuept te provide thut ail incones shotild bie taxed
regardiess et the disposition raade of tr aonad if any part of the inconie of ait
estate ia net taxable as part ofet ti ncarne of a beneficiary, the trusten
Le only eeif he -;akesa retura etsueh inoome hinseif. The aaounts reecovecl
by beneficiaries, or arnounts wbich they are entitled ta receive wýhethier they
actually withdraw them, or nlot are cf coursie part af the incarne of the bene-
ficiaries and must ie ehewn hy themn ia their peueonal returns. The residerce
of the pr,-bable or possible benefieiary La immaterial ia determining whether
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