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FOREWORD 

Great Britain is still the best customer of the United States, in 
spite of difficulties and obstacles of an economic order. Business 
men and commercial attorneys have man,ifested It greater interest in 
company law and taxation-the two outstanding legal complications 
attending their merchandising activities-than in any other phase of 
British commercial law. 

An effort has been made to present in this bulletin the essentials of 
corporate organization, emphasizing the types best suited to American 
business enterprises. The most customary form of trading company 
encountered in Great Britain is a .. company limited by shares under 
the Companies Act." This, together with the private limited lia· 
bility company, has given the American concern its best medium of 
representation in England. Mr. Jaeger has sought to combine legal 
provisions and court decisions so as to present a clear summal"y of 
the subject. The Companies Act of 1929, being a consolidation of 
previous legislation, is made the basis of much of the discussion. 

The relief accorded to American companies doing business in Great 
Britain under the United States Revenue Act of 1932 is described in 
this study under the caption .. Doing business ", and the various 
methods whereby business may be carried on have been briefly 
~ketched. 

The section on taxation was originally prepared by Mitchell B. 
Carroll, formerly of the Division of C{Jmmerciai Laws. The subject 
matter of this section has been revised in accordance with recent 
legislation. The taxes payable by individuals and companies are 
treated in detail. 

JUNE 1933. 

FREDERICK M. FEIKER, lJ,irector, 
Bwretm of Foreign and lJome&tic Oom'fnerce. 

VI 



COMPANY LAW AND BUSINESS TAXES IN GREAT 
BRITAIN 

I. COMPANY LAW 
INTRODUCI'lON 

This monograph describes the various forms of corl.'orate organ
ization hy means of which business may be carried on In the United 
Kin~dom,l the methods of doing business, and, finally, the tax liabil
ity IIlcurred and the taxes payable when one or another of these 
methods is employed. 

Considering first the question of corporate organization, it is 
found that the customary type of company in England is a lirilited
liability· form known as a company limited by shares under the 
Companies Act of 1929.' A number of persons wishing to combine 
for the purpose of carrying on a coltlIDercial enterprise for profit 
may organize a partnership. But if a sufficient number are inter
ested in the attamment of this objective, and especially if the par
ticipants wish to limit their individual lIability for losses that may 
result, and desire to perpetuate their business, the probable result 
will be the organization of a company. Tbe procedure for this pur
pose entails submission to the RegIstrar of Companies, Somerset 
House, London, of a brief pH~r termed 8. " Memorandum of Associa
tion ", which must be signed by at least '1 persons in the case of II. 

public company, or 2 in the case of a private company, each of whom 
must "'-"Tee to tnke one or more. shares in the company being formed. 
The m .. morandum mentions the name of the company (which must 
end with the word ., Limited "), the location of the registered office, 
the powers and tbe amount of capital of the company, also the man
n .. r III which the liability of the members of thE> company is limited. 
The very existence of the company depends on this document. As 
betwl'en itself and the outside world, the powers and objects of II. 

company are fixed by the memorandumbllnd, as a general ruie, tbese 
powers and objects cannot be altered y the company alone, even 
if ev .. ry memlwr agrees. 

1 T~ .-.. rms .. Uuitffi: KingdOm· and .. Great B!'ltaln .. an- usPd loterehnn!l':eably through
out thle ~t't. Tbe UnUM Kingdom finance &,,-"t8 and otber aets apply to England, 
&oUnnd, "nit>&. and the .djn~nt L.-dRlldR with th~ ex~tt-on of tbe Channel Islands and 
U e 19h~ of Mnn: the proVllolioul'I concerning tbe 1urome tali: apply also to Northern Ire
land. Fun adminj"trllUon of oth!'!' inland· revenue dutles In Nurtbel'D Ireland was trnn,,
fN't-N tQ the GuwrUlllfflt of Northern Ireland by tbe GOn't'nment of Ireland Act.. 11}20. 
TIl« trnn~rt·t'red dutil'S tndllllt'd all the d('stb duties (et!ltate duty. 1ega('1 duty, SUCC'eS
!'h'D ditty. ~·t(".). all stamp dutles. and tlle mtneral·ttJ::bts duty. From the date on whlt'h 
tbls tran"rt"t was I'lfl'Ctlve. No .... 22. 1921. the Governmt'nt of Nortberu lrf'iand under
took tb .. UAAt's."'<Wl."ct and roUt'{'tlon or these- tint'S, and revenues Wf't'e paid. Into Us 
(>~("lll'QuC!'r. Tho[> administration fir tarefl walt trnnsfe'f'!'t'd to tbe provisional ~Tel'1lment or 
:O;outht'rn ll"f'land on Apr. 1. 1'922. lSlxt..,,·ftftb Report of the CODlmi$8ioners of Ria 
Mldest\·'s lulllnd RC\·~nut". p. '1.1 

.. TIllIS 8\"t. which W .. nt Into e«f"t't 011 Nov. 1. 19:"~. eonllOlIdatlnJl: prevll)U8 Iegh.latiou 
tf'lathlg too Umite'd compan~t!6 espect&U,y. wlll be rrterred to slmpl1 as the t. Companies 
Act." 

1 



2 COMPANY LAW AND BUSINESS TAXES IN GREAT BRITAIN 

The persons forming the company must next decide how the busi
ness is to be carried on, what management there shall be, and how 
the profits and losses are to be apportioned. Such "and similar mat
ters are considered in the articles of association. Ordinarily these 
provide for the appointment of directors, the election of officers, 
the division of capital into shares, the allotment of these shares to 
members, the issuance of certificates to members as evidence of a 
right to their shares, .and the .establishment of a register .o~ members. 
The annual and speCIal meetmgs-'of members, votmg prIvileges, and 
the passing of resolutions are also specified; thus it is seen that the 
actual management of the company is dealt with in the articles, 
which form a binding contract between all the members and the com
pany. In contrast to the memorandum, the articles of association 
may be altered when a sufficient number of shareholders desire it. _ 

Should the persons organizing the company be unable to find the 
capital essential for the successful operation of their enterprise, the 
public may be invited to participate in the undertaking by sub
scribing for shares. Such an invitation to the public is tenned 
a "prospectus." . The issue of a prospectus is regulated by the 
Companies Act. . 

The capital of a company may be of any amount, divided into 
shares of any denomination; any person acquiring one or more shares 
becomes a member, or shareholder, of the company and becomes 
liable either immediately or when called upon to pay to the company 
the money which his share represents, if It has not been paid up in 
fulL When a company is 'borrowing money, it frequently places 
a char~e upon its property, givin? to the lenders evidence of this 
obligation or charge, known as a 'debenture." A company's exist
ence may be terminated by the process known as "windma up." In 
such a case an official, called a liquidator, is appointed to take posses
sion of all the property of the company, and, having paid its debts, 
he disburses the balance (if any) among the members. Debts secured 
by debentures or other charges are paid before unsecured debts. 
Consequently persons extending credit to British companies should 
be extremely careful to ascertain the amount of outstanding indebt
edness covered by such debentures. 

ORGANIZATION OF THE COMPANY 
TYPES OF COMPANIES 

Several different types of companies may be organized in the 
United Kingdom. Two main methods of incorporation exist: (1) 
By royal charter or letters patent and (2) under the Companies 
(Consolidation) Act of 1929. The former method is not of practIcal 
interest to American business men wishing to engage in trade in 
England, so discussion will be confined to incorporation under the 
Companies Act. 

This stntute provides for the establishment of four kinds of com
panies-(l) unlimited liability, (2) limited by guaranty, (3) lim
Ited by shares, and (4) private. Because of the ready ease with 
which the nece,.llry formalities may be accomplished, the two last 
mentioned attract the attention of the American seeking to do busi
ness in England. 



COMPANY LAW 3 

PI1BLlC COMPANIES 

Unlimited liabiW".-The distinguishing features of each of the 
above-mentioned tyPes may be stated bnefly, as between the first 
tvpe and the others as follows: Liability is not limited to the amount 
rer.resented by a member's share, for he may be called upon to con
trlbute an additional proportional amount to diseharge the com
pany's liability in the event of bankruptcy; shares may be trans
ferred freely, subject to the regulations of the company; and lia
bility continues for only 1 year (from the date when a member seUs 
hiS share in an unlimited company). Unlimited companies may be 
converted into limited-liability companies by registering as such with 
the Registrar of Companies and complying with the usual require
ments, except that the registrar may excllse the company from fur
nishing documents already submitted at the tOOe of the original 
rel!'istration. 

Limited lialn7ity.-In the limited company, the liability of each 
member is restricted to the amount of the shares subscribed for, or 
to the amount guaranteed in CBse of winding up (dissolution). The 
latter case is that of the company limited by guaranty; the former, 
of the company limited by shares. 

The company limited by shares may reqnire members to pay the 
face value of the sbares agreed to be taken and aUotted to them
either by installments. or in full if the company is being wound up. 
'\'here the members undertake to contribute a specified amount upon 
the dissolution of the company, it is said to be IOOited by l(Uarantee. 
It may have capital; if the company has a capital, the shares into 
which it is divided and the total amount must be stated in the 
memorandum of association. 

PIUVATm CO)lPANttB 

In .. ddition to the foregoing classification of companies, a further 
distinction is made between public and private companies. Private 
companies need only 2 founders, while public companies require a. 
mimmum of 7. American companies frequently find it expedient 
to convert a branch into a private company by making the manager 
and assistant manager of the erstwhile branch the founders of the 
British company. 

A private company must by its articles (a) restrict the right to 
transfpr its shares, (b) limit the number of its members to 50, not 
including persons who are employed by the company and persons 
who, having been in the employment of the company, were while in 
that employment and have continued thereafter to be members of 
the. company, and (c) prohibit any invitation to the public to sub
scribe for any shares or debentures of the company. 

Examining these provisions individually, the first of these require
ments may usually be complied with by giving the directors of the 
company .. general power to decline to register transfers of shares. 
Only cOUl~anit's havin~ a share capital may be termed "private 
companies '; those IOOlted by guarantee can be registered onlv as 
public companies. .-

In practice, private companies rarely approach the maximum of 
50 members (apRrt from employees and former employees) permit
ted by the act. It is to be noted that no limit is OOposed as to the 
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number of employee-shareholders. Furthermore, such employees, 
having been shareholders while employed, may retain their shares 
after their employment has terminated. 

The provision relative to employee-shareholders has made possible 
the development of the principle of cooperative ownership. 

Where shares are held jointly by two or more individuals, such per
sons are viewed as a single member when calculating the total 
membership. 

The general prohibition applicable to the private companv accord
ing to. which no invitation may be adMessed to the public to sub
scribe for shares or debentures of the ~ompany, does not prevent 
such a company from inviting its own members and debenture 
holders to take the further nonnegotiable shares or debentures. 

When a private company so alters its articles as no longer to in
clude the provisions reqUlred to constitute it a private company, 
it will cease to be a private company, and within 14 days after such 
alteration it must deliver to the Registrar of Companies a pros
pectus or statement in lieu thereof containing information as to the 
nominal share capit .. 1 and its division into shares; names, addresses, 
and description of directors or proposed directors; commissions 
paid, and certain other details of promotion expenditure. Default in 
complying with this provision renders the company and every officer 
in default liable to a fine of £50. 

The most important penalty incurred throngh failure to com
ply with the above proVlsions is that the private company loses its 
special privileges and exemptions. 

COMPANY PROMOTION 

Before a group of people may actually merge their identities for 
business purposes and acquire a single juridical personality, a certain 
amount of preliminary work must be accomplished. Tbe steps taken 
in this direction may be summed up in the term" promotion." 

THE PBOl!OTEB 

The promoter, or person who takes the necessary steps to bring 
a company into existence, is one who" undertakes to form a company 
with reference to a given object, and to set it going, and who takes 
the necessary steps to accomplish that purpose.'" Merely being 
engaged in a ministerial capacity to assist in the formation of a 
company does not make a person a promoter. The term" promoter" 
is not actually a legal expression,' but rather a commercial or busi
ness description. The facts in each case must determine whether or 
not a person is a promoter. 

'While the promoter is not a trustee, nor even an agent for the 
company (it not being in existence), yet his position is a definitely 
fiduciary one. No act accomplished by the promoter before the 
orgnnizntion of the company can be ratified by the latter,' although 
by novation, if the power exists in the company's memorandum, such 
acts may be adopted. Consequently, it may be concluded that the 
promoter is a prmcipal before incorporation; to safeguard himself, 

-TWUcrOIJR v. Gnmt 68771. 2 C.P.D. MI. 
'Wfurlf1J Brldllt' 00. v. G,'t't'1I [lS79], G Q.B.D. 111. 
&Keiner v. BfU1ter~ L.R. 2 C.P. 174. , 
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he should expressly limit his personal liability and should make all 
contracts conditional upon the successful organization of the cor-, 
poration. Being in a fiduciary relationship to the company or, to 
the persons who are to form the company, the promoter must neces
sarily disclose all material facts which should be known to the 
company, as contracts between a. company and its promoter are 
void if material facts have been concealed by the latter. 

Where the promoter seeks to sell his property to the newly or
ganized company, he must be especially careful to see that the 
company has a group of independent /i'ersons as its board 'Of di
rectors or that it has a prospectus' (whlch will acquaint the public 
with all the facts). A promoter is held to give to the company the 
benefit of any contract made while he is promoting the formation of 
the company, unless a clear intention to the contra.ry can pe shown. 
He may not, while acting as a. promoter, derive secret profits by 
the pnrchase of property in order to sell again at an increased price. 
If any such attempt should be made, the company may, upon dis
covery, recover secret pl'Ofits.' But the question of whether a person 
made a'contract as a promoter or in his personal capacity is one of 
fact, and no hard and fast rule of law has been enunciated. Where 
assets are purchased openly by promoters having the clear intention 
of selling to the company' for profit, if they are not acting in the 
capacity of trustee thIS profit may be retained without violating the 
law." 

Preliminary contracts are generally made between the promoter 
and the company, or with the trustee for a projected company; just 
as the company has no rights and liabilities on the preliminary 
eon tracts as such,. it is not liable for expenses incurred prior to 
incorporation.10 

Incorporation is completed when the Registrar of Companies 
issues a certificate showing tha.t he has been satisfied that the require
ments of the Companies Act have been complied with and the com
pany may bf.gin operations. A solicitor of the High Court must 
submit a sta.tutory declaration of compliance witll the requirements 
as conclusive evidence to the registrar before the latter will issue 
a rertificate. 

HEIlOB..\NDUIl OF ASSOCIATION 

Seven or more persons (two or more if the company being formed 
is a pl'ivate company) must subscribe the document called the 
" Memorandum of Association ", which must be filed with the Reg
istrar of Companies. 

Whe,re a company limited bV shares is bf.ing organized, the memo
randum must eontain the followinjf details: (a) The name of the 
eompany with the word" Limited as t,he last word of the name; 
(b) the location of its registered office; (c) the objects of the com
panv; (d) thllt the liability of its members is limited; (e) and the 
amount of share capitlll with which the company proposes to be 
l~p:istt'r{'rl~ n.ud the division thereof into shares of fixed amount . 

• ~I't' p. 9. 
f f.'rlIHIIIt"I- •. Xnc Sombrero Pho.phote. Co .• 5 ("b.D. 111. 3 A.C. 1218. 
·OIt<HW," £,..dl"ic Pdll,f~ «, l.td. \". Blljflf'r [191:-n 109 L.T.R. :WO . 
• Xu,." lAnd ('tl. v. l'auHHt' Cofli~ ~'ifndi('(Jtf>. Lt,}. [HlO.Jl. A..C. 120. 
U A'oHflftdJ Motor .Vall Coad ('0-•• LCd. 11908]~ 2 Ch. 515. 
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Each subscriber must write opposite his name the number, not less 
than one, of the shares he is taking. 
If the company is one limited in liability by guarant~, having a. 

share-capital, then in addition to the foregoing requirements a state
ment must appear in the memorandum to the effect that each member 
undertakes to contribute to its assets in the event of its being wound 
up while he is a. member, or within 1 year after he ceases to be a. 
member, and to the costs, charges, and expenses of winding up and 
for adjustment of the rights of the contributories among themselves, 
such amount as may be required, not exceeding a specified amount. 
If such a company has no share capital, the statement with regard 
to shares and share capital will be omitted. 

Unlimited compauies must file a similar memorandum, but the 
word U Limited" is omitted from the name, as are statements re
garding the limitation of liability of members and share capital. 

The memorandum must be stamped as a deed, and each subscriber 
must sign it in the presence of at least one witness attesting the 
memberfs signature. The memorandum may well be spoken of as 
the charter of the company. It sets forth the conditions of incorpor
ation, an<!>. as a general rule, the company's powers are limited 
thereby. ureat care should be exercised in drafting this document, 
for once registered, it is difficult to alter the memorandum. 

(Jompany name.-Virtually any name may be chosen for the 
company to do business under, provided that it is not identical with, 
or does not so closely resemble that of an established company as to 
deceive the ,-,ublie.u A company attemping to do so may be ordered 
to wind up Its airairs or to change its name, while the registrar will 
be ordered to strike its original name from the register." 

The words" royal ", "imperial ", "muuicipal ", "chartered ", and 
similar words may not be used without authority. A similar re
striction applies to the phrases" Red Cross ", U Geneva Cross ", and 
"veterinary surgeon". The consent of the Board of Trade is re
quired before the word" cooperative" may be used, and the words 
"chamber of commerce" may refer only to an association not for 
profit. The use of the term "buildin .. society" is prohibited. 

'Vhere it lies within the discretion o¥ the re~istrar as to whether 
a certain company name is to be registered (as ill the case of a name 
closely resemb~ that of another company), the court will not 
interfere unless this discretion has been exercised upon some wrong 
principle of law or the registrar has been influenced by matters which 
he ought not to have considered." A company may chan!!" its name 
by special resolution with the consent of the Board of Trade or of 
the Registrar of Companies if it has inadvertently registered a name 
similar to that of an existing company; proceedmgs brought by or 
against the company under its old name are valid, regardless of the 
change. 

Registered oflice.-Every company must have a registered office as 
soon as it begins business operations, or within 28 days after incor
poration, whichever is the earlier. The statement reqUIred need show 
only that the registered office is in England (which includes Wales), 

n Briti81J VaCUUM mea,.er CO. V. NeJI'J Ya.cwtmt Cleaner Co. [1901J. W. 144. 
llI,soritttl PanJlotd Bl LetUUlBor Y. PUfl1«trd Lel'ouor MotQr 00., LW. [l9Ul). 2 Cb. 613-
a Be. v. Regi8lrQl' 01 ComPGlliu 11012]. S K.B. 23. 
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Scotland, or Ireland. This shows where the company will be re".ais
tered; if in England, registration takes place at Somerset House. No 
postal address need be given. Registration fixes the domicile and 
nationality of the company. 

'Writs and notices are served at the registered office, and the reg
ister of members is hpt there. Should there be no registered office, 
an order for substituted service will be made, or the writ may be 
sen-ed on the secretary and direct-ors at an unregistered office." 

ObjecU of the company.-The objects and powers of the company 
must be set forth in the memorandum, and not~ beyond the scope 
of the company's activities as so set forth may be aone without being 
ult,ra vires. An act which is beyond the power (ultra vires) of the 
company is void. and cannot be validated even by the consent of e .... ry 
shareholder." The object of this rule is to protect the people who 
deal with the company and also to protect future shareholders. 
Except in certain particulars enumerated below, the memorandum 
can be changed only with the permission of the court. 

It mu,,;. be understood that when a company is incorporated with 
certain pow .. rs, it may do all the necessary acts incidental to that 
business. and also conduct the business in the same manner in which 
an indi"dnal would carry on the business; as, for eDlllple, a trading 
company may borrow money." It is now quite generally the practioe 
in drafting m"moranda of association to state all possible objects 
of the company as ind .. pendent; if this is clearly shown, the courta 
will so construe the document. n 

Wh"re there is one main object and several subsidiary objects, if 
the main object fails, the suhstdiary objects also fail, and the com
pany may be wound up.'· 

The objects for which the company is organized must be legal; if 
these objects should later be declared illegal, the company must be 
wound up~a: 

Alteration of mc"wmnd ...... -By special resolution a company may 
alter the proyisions of its memorandum with respect to tbe Objects 
for which organized in order-

(a) To carry on its business more economically or more efficiently; 
(b) To attain its main purpose by new or improved means; 
(r) To enlarge or change the local area of its operations; 
(ell To carry on some business which under existing circumstances 

mny conveni"ntly or ad"antageously be combined with the business 
of tbe rompany; 

(d To restrict or abandon any of the objects specified in the 
menlorandum; 

(f) To selJ or dispose of the whole or any part of the undertaking 
of the rompany; or 

(9) To amall!"mate with any other eompany or body of persons. 
No alt"ration may take eHect until eonfirmed by the court. The 

court will not confirm any alteration until it is satisfied that 
sufficient notice has been given to every holder of debentures of tire 
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company, and to any persons or class of persons whose inter .. ts will, 
in the opinion of the court, be affected by the alteration. With re
spect to creditors who, in the court's opinion, are i>ntitled to object 
and who signify their objection in accordance with the directions of 
the court, th .. ir consent to the alteration must be obtained or their 
debts or claims must be discharged or determined or secured to the 
satisfaction of the court. For special reasons the court may dis
pense with the notice required above. In any event, the court must 
have regard for the rights and interests of the members. No altera
tion may be made requiring a member to take up additional shares 
or otherwise increasing his liability. 

Li7"Jto:tion of liability.-The general statement that the liability 
of members is limited, without further explanations, means ., limited 
by shares"; no member can be called upon to pay more than the 
nominal amount of his shares, or so much thereof as remains unpaid. 
If a member's shares are fullY'paid up, no further liability exists. 

However, if a company is III business for more than 6 months 
after its membership has been reduced befow 7 (or 2. if a private 
company), every member who knows this fact is liable to pay all 
debts contrarted during that period (sec. 28, Companies Act). 

Tbe company may also, as ha.<; been observed, be limitoo by guar
antet', in which case each member agrees to contribute a specified 
sum in case the company should be wound up. 

If authorized by its articles, a company may alter its memoran
dllm by special resolution to make unlimited the liability of its 
directors, or managers, or of any managing director (sec. 60, Com
panies Act). 

Thl" liability of the members of a banking company which issues 
not..s is unlimited (sec. 360). 

The eopital cltru8e.-This clause states the amount of the nominal 
capit"li of a company and the number and amount of its shares. 

"While tbe promoters are g .. nerally guided by the probable needs 
of a company in fixing the nominal capital, it may actually be any 
sum. divi,ll"d into shares of any denomination. (See p. 14 for more 
detailed discussion.) 

Subseriptioll.-A minimum of 7 persons for a public company 
(2 for a private company) must subscribe for at least one share 
ea~h. The full name and description of each must be I!'ivl"n. The 
term" persons" inclu.d..s infanJ:s (whose contract to take sha~s is 
voidable. but not VOId), marrIl"d women, bankrupts, and ahens. 
Thlls, all thl" members may be aliens, providoo the business is carried 
on in England." . 

The signatures of the ml"mbl'rs must be attested by a WItness; thl" 
same person may witness all si~atures. Subscrib .. ",,' dutil'S i~d~Ide 
payillg' for the shares f!>r .which the~ have subsc~I~d, appomtmg 
thl" first directors, and sIgnmg the artIcles of 9.SSOCllltlOn. 

ARTICLES OP ASSOCIATION 

The re!rUlations (or by-laws) which g'oVl"rn tbe internal manage
nwnt of the company are designated the "Articles of Association." 
Thl"Y form a binding contract as between members %II and between 

• BOf'kI.cI v. Sted Bro.. [1901 J. 1 Ch. 218 . 
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each _mber and the company, but do not bind the company nor its 
members to the genera.! public. =t The company limited by share; 
n~ nOl· .... gister any articles; if it fails to do so, a form called 
- Table A - \ -. appendix I, p. 1M) applies in the same way as regis
tered artides would apply. .Articles of association must be regis
tered by unlimited companies, by those limited by guanmtee, and 
by pri .... t .. companies. 

The articles must be printed, divided into coll9lCutively numbered 
~"",phs. stamped as a d~, and si,,"lled by the subscribers to the 
memorandum of association. These signatures to the articles (as 
in the l"8.. .... of the memorandum) must be attested by at l<'8st one 
witness. 

The company and its 1l1<"Il1bers are bound by the articles to the 
same exte~t as if they had been si"."lled and sealed by each member 
and rontamed .,m·eDants that each member would observe them 
(sec. :!I.I. Companies Act). Xe ... regulations are as binding as if 
they bad been originally mserted in the articles (sec. 10, C<>mpanies 
Act). 

Alt~rolioft of tlte arl;ci~$.-Jn contrast to the memorandum, the 
artides may be eha .... ued by the company when this seems necessary. 
A special resolution of the company authorizes the alteration, subject 
to the limitation that the powers outlined in the memorandum may 
nol be ex<e<>ded nor may they be inconsistent with the Companies 
Act or other laws. 

The memorandnm and articles are delivered to the registrar, to
I!"tht-r with such other documents as are reqnired. At Somerset 
HOlL,,", th""" may be inspected by anyone upon payment of a nominal 
fee (_. 314, C<>rupanies Act). Only rut-rubers of the company 
are entilled to ha .. e a copy, for which a charge of 1 shilling may be 
made. 

The aCft'SSibility of these documents puts all on notice as to the 
contents: thus. e""ryone may know ... hat powers the company and 
directors haw': if the act done is not inconsistent ..-ilb the memoran
dum and articles. a tbird partv is not required to determine whether 
aU the n~ry steps ha\"e been taken. but may assume that tbe 
din>ctors ha .. e .ct..d properly." If the third party has notice of any 
irregularity, his rights are affected." 

TIlE PkJSi"U'i'CS 

Wb .. n shares are to be offered to the public it is customary to issue 
• "ircular ~ripti\"e of the objects of the company and its prospects 
of SU~ ...... lIed a prospt'<"tus. In the Cmnpanies Act (sec. 380) it is 
dt'SCril>ed as - any prospectus, notice, circular. ad ..... rtisement, or 
other im·itation. offerin!! to the public for subscription or pUrcIUL<e 
BUY sha ..... or d .. l>Pnturt'S of a oompany." 

WII .. n th .. prospectus is being prepared, it is in the interest of the 
promoters and oth .. r intt'rested parties to make the proposition as 
alluring as possibl .. , while the ..-ish of Parliament is to pre""nt 
fraud and mIsrepresentation and by this mt'BnS to protect the public. 
Iu writiu!! the prospectus ca .... must be taken not. to mak .. auy untrue 
..tatt'ul('uts, for fraud or misreVl'l'Sentation may cause an allotment of 

a BI-7 T. /"ofttin', ~tt" .• <"0. 118761. 1 b.D. ~ 
a Kuko ia. Be .. ' BnlwA B ... .t ¥. r.,....1NIf (lSS6) • 
• H ..... y. "....r.. l~ C .. 1l~1. 3S elLa 156. 
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shares to be set aside I furthermore, the promoter making such state
ments may be sued for damages for fraud, and he may be sued for 
compensation for misrepresentations under the' Companies Act 
(sec. 37). .. 

The promoter should be careful to disclose all material facts as 
required in the Companies Act. 

The following detailed information must be stated in the pro
spectus: 

1. The contents of the memorandum with names, descriptions. and addresses 
cf the signatories. the number of shares subscribed by them respectively. and 
the number Qf "founders' " or deferred shares, if' any, and the interest of the 
holders. 

2. The number of sbares (If any) fixed by the articles as the qualification 
of a director. and what provision is made in the artieles for the remuneration of 
the directors. 

3. The nnmes, descriptions, Bnd addresses of the directors. 
4. The minimum subSCription {that Is, the minimum amount which must he 

rnised by the issue to provide for the various expenses eonnected with the
be-gInning and successful opt'ration of the business); the amount payable on 
application and allotment -on each share; and. in the case of a second or subse
quent otfer of shares. the amount offered on each previous allotment witlIin 
the preceding 2 years, the amount allotted, and the amount paid on the shares 
allott.d. 

5. The number and Dmount of shares and debentures issued within 2 years 
after fully or partly paid, otherwise than for cash and the consideration given 
therefor. 

6. The names and addresses of wndors of any property to be acquired by 
the company * to be paid for out of the- proceeds of the issue offered by the 
lJl'OSpeetus; the amount of the purchase money paid or payable in eash. shares. 
or df'heutures for any such property. specifying the amount payable for goodwill. 

7 .. '['he amount of the underwriting commission. 
8. An estimate of tbe preliminary expenses and the amount paid to any 

prom-oh'r, and nnder wbat conditions sneh payment was made. 
9. The dates and the parties to every material contract. and the indication 

(.,1 a reasonable time and place at which any mater:al contrac:t or copy tbel:eaf 
mny be inspected; if made in tbe ordinary course of business or made more 
U)U n 2 yenrs before the prospectus was issued, snell contraet n~d not be stated. 

10. The names and addresses of audHors (if any). 
11. What interest every director or promoter bas in tbe promotion of the 

eompany or the property to be aequired by it l and a statement regarding 
sums to be paid to him in cash or shares by any person for sen-ices rendered 
by him in the promotion of the company, or to induce him to be a director or 
to qualify him as a di.rector. 

12. Where shares nre of more than one cln.ss, the voting rigl}ts and rights 
as to capital and dividends for each of the several classes must be indicated; 
and if the business has beeD carried on for less than 3 years, the time during 
which It has been in existence must be shown. 

The prospectus must also contain a report of the auditors, showing 
the profits of the company in each of the 3 years preceding the publi
cation of the prospectus anll the rates of dividend paid on all classes 
of shares for this period: a report by named accountants as to the 
profits during this 3-year period of any business intended to be ac
quired lDlust be included. When a prospectus is issued more than 
2 years after the company is entitled to begin its business oper
ations, there will be omitted from the contents of the memorandum 
the number of sho.res fixed by· the articles &s the qualification 
of a director, and the remuneration of the directors, or the namt'S. 
de..<;eriptions, and addresses of the directors, the estimate of prelimi
nary expenses, or, the interest of every director or promoter. 



COMPANY LAW 11 

By " issued" is meant that the prospectus has been shown to per
sons as members of the public for the purpose of inviting them to 
subscribe for shares on the terms of the prospectus." 
• The requirements relative to the prospectus apply to every pros
pectus issued by or on behalf of a company or any person interested 
in the formation of a company. Under the present act, any docu
ment by which the offer to the public is made is to be considered a 
prospectus issued by the company (sec. 38, Companies Act). Per
sons making sllch offer are liable as if they were directors, but the 
directors' liability does not come into question if he did not know of 
the matter not dIsclosed, or if noucompliance on his part arose from 
an honest mistake of fact or the noncompliance was inunaterial and 
the court thinks he should be excused. However, the allottee of 
shares may recover damages in an action of deceit al!airu,i; the person 
responsible for the issue of the prospectus if he is able to show that 
the prospectus contained material misrepresentation of fact, that 
he was induced by this misrepresentation to subscribe for shares and 
sustained damage in consequence," and that the misrepresentation 
was dishonest and fraudulent, being made when known to be false 
or without any belief in its truth, or recklessly, without care being 
displayed as to its truth or falsity." -

The ri/?ht to repudiate an allotment of shares may be lost by neg
ligence (farIure to exercise his right)," or by acquiescence (if, know· 
ing of the misrepresentation, the complaining shareholder still treats 
the contract as binding by actin~ as a member of the company), or 
if n/?hts of innocent third parties accrue (for example, the right to 
avoid cannot be exercised if the company ceases to be a going con
€'ern)." WillIe the rigbts a!(ainst a company may be lost as de
scribed above, the right of action against the directors and officers 
of the company, or other persons responsible for the issue of the 
pro"pectus, will ne,-ertheless subeist. -

Summarizing the remedies of a person who has agreed to take 
an aUotment of shares and who has been misled by statements in the 
prospectus, he may institute an action to set aside the allotment, 
enter a suit for dama/?es for fraud, or a suit for damages for mis
representation under the Companies Act (sec. 37). 

Statement in lieu of p'·ospectUB.-When a company is being or
ganized and no prospectus is issued, the company may not allot 

. either shares or debentures unless a U statement in lieu of prospec
tus" (this does not apply to private companies) is registered. This 
statement should be filed at least 3 days before allotment and will 
contain most of the information which would have to appear in the 
pro.pectus (sec. 40, Companies Act}, the form being prescribed '" 
(fifth schedule, Companies Act). -

No allotment of shares or debentures may be made unless the com
panv files a stat"nll'nt in lieu of prosp""tus; if an allotment has been 
mad", it is voidable if application is made by the allottee within 1 

.. N.nA v. LNrtdt: (19291. A.C. 1SS. 
~ l:rlglntotJ ~'. Pitltmuur",u [lR8U). 29- Ch. D. ii59. 
-lJl."tTII v. P('t't. H A.C. a:(j. 
11'1' R~ eltrf,Hfu'viUe Rubber ElJtatea~ Ltd, (19121. 100 L.T.a. 280 . 
• 7't"HI' nt Y. TIn' CUJI of atu..-qwo Batt~ 4 A.C. 6U'i . 
• ~ee apJK>ndiz I. 

11"M2-83-2 
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month after the statutory meeting, or, if there is no meeting, within 
1 month after allotment. "'bile there is nothing in the Companies 
Act to indicate the effect of inaccuracies or even willful misrepre
sentations in the statement in lieu of prospectus, nevertheless it 
would seem that those parties who have actually relied on the state
ment in lieu of prospectus will have a right to rescind the contract 
to take shares, for the statement in lieu of prospectus has become 
the basis of the contract between the aUottee and the company.'" 
The rules as to statements in a prospectus (see p. 9) will apply to 
statements in lieu of prospectus, and any person who wilfully makes 
a false statement in this document is guilty of a criminal offense 
(sec. 362, Companies Act). 

The disclosures required under the Companies Act, particularly 
the contents of the memorandum and the qualification of the direc
tors, will show (1) the objects of the company and the amount of 
capital, and (2) to what extent the direc:ors themselves are inter
ested in the company, and what faith they have in it. It is cus
tomary to provide that no person shall be qualified to act as a 
director unless he holds a certain number of shares. In any case, 
a person cannot be appointed a director of the company by its arti
cles or named as one in the prospectus unless (a) he has agreed in 
writing to act in that capacity, (b) has signed the memorandum for 
qualification shares, or made a contract to take such shares from 
the company, or made a statutory declaration to the etrect that a 
number of shares sufficient for qualification are registered in his 
name. A director must take up his qualification shares within 2 
months, failing in which he must leave his office. The above 
provision does not apply to a private comp~ny. 

CAPITAL 

U sea of term " capital. "-The nominal capital, or the nominal 
value of the shares which the company has authority to issue ac
cording to its memorandum, must be indicated in the memorandum 
and stated each year in the annual summary (sec. 108, Companies 
Act). The term" capital" is used in several other senses, as, for 
example, (a) issued capital, or the nominal value of the shares actu
ally ISSued, and (b) paid-up capital, or the amount paid up or 
credited as paid upon the shares. The uncalled capital is the amount 
remaining to be paid up, on the shares. . 

The term "capital ' is also used to describe capital assets, 
that is, the actual property in the form of lands, buildings, ma
chinery, furniture and fixtures, stock in trade, or right.,; such 
as goodwill, patents, and other intangible property. A distinc
tion is made between fixed and floating assets; this distinction (differ
entiation) will depend largely on the nature of the company and its 
business. In general, land, buildings, and machinery are considered 
fixed assets, while stock in trade, cash, and debts are included in float
ing assets. In preparing the balance sheet of the company, the man
ner of determining the value of the fixed assets must be shown (sec. 
J 24, Com pnnies Act). 

Is Ro Blal,. Opt'D HetlI'ih 'U1',.aooa~ Ltd. [1914]. 109 L.T.D. S39. 



COMPANY LAW 13 

By special resolution, a company may declare that any portion of 
its capital not already called up shall not be capable of b,ing called 
up except in the case of a winding up, and for that purpose. Such 
capital IS termed" reserve" capital and cannot, without leave of the 
conrt,be turned into ordinary capital. The directors cannot deal 
with or charge reserve capitnl.n 

"1,ile mon .. y borrowed by the company is sometimes referred to as 
"debenture capital", this .xpression is incorrect, for the money 
borrowed is not capital. alt·hou/rh it .is generally secured by a charge 
on the capital 8""",tS. "'hile tlus money may be used for the acquisi
tion of property or the repla<'<'ment of assets, the money borrowed 
continues to remain a debt due from the company. 

Increase. alteration, and reduction of capHal.-If authorized by its 
articles. a company may increase its eapital by resolution. Notice of 
surh increase in capital must be p;iven within 15 days of the passage 
of "uch a resolution (sec. 52, Companies Act). 

1 f no provision for this continlr"ncy is made in the articles, a special 
rp;"lution lIlay be passed authorizing the issue. , 

Th .. new capital may consist of ordinary, preference, or deferred 
shares, provided there is nothing contrary thereto in the memoran
dum. The permission of the court must be obtained to effect the 
nt"('~s."'8.ry eilange in the memorandum~ 

Ordinllrily an increase is made because the company has issued all 
its anthoriz.d capital and r<>quires additional funds, but the nominal 
capital m.ay be increased even when all the authorized capital has 
not been Issued. 

S~allll) duty is payable on the entire amount by which the nonlinal 
capItal las been mCrl'ased. 

Shares may be consolidated or .subdivided by a resolution of the 
com puny pa""ed at a general meet mg. 

"'here the company has sufferl'd a serions loss of eapital, it may 
be advisable to ,nite off the lost capital (thns, fully paid np £10 
shares might be reduced to fully paid np £5 shares); such a reduction 
in capital mny be made by a special resolution confirmed by the 
court if the articles contain this power. If they do not, .. then a 
sperial resolution altering the articles is in order. The" all-round 
reduction n, meaning that t.he capital lost is written off all the shares 
propoctionally to their normal Talue, is i' .. {'quently nsed, but the loss 
may be ~ritt .. n off one class of shares and not off others. However, 
no unfalrnt'SS may be worked on any class of shareholders by such 
a redu('tion. The consent of ('reditors to any reduction involving 
a r~turn of enpital or a redu<'fion of liability for uncalled capital 
mu,t be ohtailled or else they must be paid off. An inquiry is made 
as to the debts and liabilities of the company by mpans of advertise
mpnts; a list of creditors is settled by the court. '''hen the crI'ditors 
baye consented or been paid off, the court will order the reduction 
confirmed on such terms as it S(>('S fit. 

H no return of capital or reduction of liability is involved, no 
inquiry for creditors is required. Fully secured debenture holders 
are not entitl .. d to object unle..<s there is evidence that the capital lost 

1)1 Burtlrtl v. Alaufair Propert", co. {lS981. 2 {'ft. 28. 
C Nt! ih-mllg }'otu' Parting ('0. {19031. W.N. 82. 
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includes circulating capital." Wnen capital is reduced on the basis 
of havin~ been lost, evidence should be introduced to prove the loss." 

A dimmution in capital occurs when shares not taken up or agreed 
to be taken up by anyone are ca.uceled; this may be done by an ordi
nary resolution, if the articles so provide; this is not considered a 
reduction of capital. 

SHARES AND STOCKS 

The term" share" may be defined as the right to receive that pro
portion of the capital of a company upon its dissolution (or winding 
up) as may be determined by the regulations of the eompany and 
to receive such share of the profits, if any, of the company as may 
be authorized by the capital. The shares in a company are numbered, 
and the shares of each member are identified by theEe numbers. 

A.LI.OTI.l8NT OF BHABES 

Wfiile the capital of a company is represented at any time by its 
capital assets, the members are not entitled to such capital assets 
until the liabilities of the company have been discharged. As the 
originaUy subscribed capital is divided into shares, so the value of 
the balance of the assets over liabilities is divisible into a similar 
number of shares, and instead of receiving what he originally sub
scribed, the holder of a share simply receives his proportion of sueh 
assets. The rights of the various classes of shareholders (discussed 
below) are determined by the articles or memorandum. A person 
becomes a member of a company by subscribing the memorandum, by 
ha"<'ing shares allotted to him, or by purchasing shares on the market. 
·When allotments are being made, the company announces its willing
ness to receive applications for such allotments by means of the 
prospectus. lVhen the allotment is made, it is simply the acceptance 
by the company of the offering t~ take shares contained in the appli
cation made by the individual. The prospectus is not an offer to 
the public which is subject to an ·acceptance creating a binding con
tract, but is simply an invitation to the general public to submit 
applications on the terms laid down in the prospectus. Generally, 
too, a form of application accompanies a prospectus, For the allot
ment of shares, a resolution of the board of directors is passed. A 
"minimum subscription" is necessary, that is, the minimum amount 
of capital which the directors or promoters have fixed beforehand 
as to the amount necessary t~ carryon the business of the company; 
no shares may be allotted until this minimum subscription has been 
subscribed and the amount due on application (not less than 5 per
cent of the nominal amount of the shares) has been paid (sec. 39, 
Companies Act). This amount must be stated in the..prospectus or 
in the statement in lieu of 'prospectus. 

If the minimum subscrIption has not been subscribed within 40 
days after the issue of the prospectus, th£ln the money paid by the 
Ilubscribers must be returned immediat"ly. If the money is not 
returned, the directors become liable to repay the money with inter
est at [; percent, beginning with the termination of a period of 48 

>>In m .l(nto» BffWff1I Co .• Ltd. aHd R~uced {UHD}. 1 Ch. 28. 
M UaldtecU v. (.~al4fDcil tt ("0. (1016J. W.N. 10. 
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days. If an attempt has been made to allot shares before the min
imum subscription has been received, O,e allotment may be set aside 
within 1 month of the statutory meeting, or, if there is no statutory 
meeting, within 1 monili after allotment, and any director who 
has knowledge of the fact is liable to compensate the company or 
the members (sec. 41, Companies Act). The J?rovisions of this sec
tion (except as to the amount pavable on application) do not apply 
to allotments of shares af:er the Arst allotment offered to ilie public. 
Persons to whom shares have been allotted cannot actually deal with 
them with finality until this section has been complied with and the 
company has become entitled to begin its business operatio=-in 
other words, the company must have allotted shares payable in cash 
up to the amount of ilie minimum subscription." Every director 
must have paid on every share .... hich he is liahle to pay for in cash 
the same amount as members of the public must pay on application 
and allotment; a statutory declaration must have been made to this 
effect i and if the..., is no prospectus, a statement in lieu of prospectus 
must have been filed (sec. 9-1" Companies Act). It is to be emph ..... 
sized that the minimum subscription provision does not apply to 
private companies. 

No binding contract exists until the allotment has been made 
(resolution of the board of directors) and notice of the allotment 
has been pOsted or been commnnicated to the allottee in some other 
wav." In general, it may be said that the ordinary rules as to con
tracts apply to allotments. The offer, for instance, should be 
acrepted within a reasonable time or it is held to be revoked." 

Rcttl1'7l of al/otment.-After having made an allotment of shares, 
a rompany limited by shares or one limited by guarantee and having 
a share capital, must make a return of the allotment to the Re~is
trar of Shares wiiliin 1 month. This return must show the numtler 
and nominal value of the shares allotted; O,e names, addresses, and 
descriptions of the allottees; and ilie amount due or payable on each 
share. A contract in writing must also be filed, constituting the title 
of the allottee in cases where the shares are allotted as fully or 
partlv paid otherwise than in cash. Any contract of sale or for 
!leITiCe, or other consideration in respect of which the allotment was 
made, must be filed, dulv stamped, and accompanied bv a return 
showing fullv the particUlars of ilie allotment of such shares. If 
the contract nas not been l"t'duced to writing, it is sufficient to file 
particulars of the contract duly stamped as if it were the contract 
ItSl'lf. 'Vhere d .. fault is made knowingly by the officers or directors 
of a companv, a fine not to exceed £.j() may he levied for every day 
during which the default continues; if the omission to deliver the 
docunl<'llt can be shown to have been accidental or due to inadvert
.. nce. the court will grant relief and extend the time for the deliycry 
of the document for such period of time as it may deem p'roper 
(sec. 42, Companies Act). Failure to make the return will not 
imalidate the allotment. 

Com","'sitm8.-"-hile payment of commissions for the placing 
of shares is permissible, certain formalities must be observed. In 
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-the first place, the articles of association must authorize the payment; 
secondly, the commission paid or aweed to be paid. may not exceed 
10 percent, and if the shares are bemg offered to the public for sub
scription, the amount of commission must be disclosed in the pro
spectus; otherwise, the commission must be indicated in the statement 
in lieu of prospectus and the number of shares which persons have 
agreed (for a commission) to subscribe must also be shown, as in
dicated above. Otherwise, no company may apply any of its shares 
or capital money either directly or indirectly in the payment of any 
commission, discount, or allowance (sec. 43, Companies Act). Every 
balance sheet must sJtow the amounts of commissions paid by a com
pany until written off in full. 

(!LASSES OF SHARES 

The capital of a company may be provided in cash- or otherwise 
by the various members and, in return, shares are allotted (as indio 
cated above), giving these members a variety of rights. If the 
memorandum is silent as to the classes into which shares are divided, 
the articles will govern this matter, and the company may make 
such alterations as seem necessary in its articles in order to issue 
shares of various classes. S. The rights of any class of shareholders 
cannot be interfered with, however, unless there is a resolution to 
this effect by the class concerned confirming the alt"mtion, such 
resolution being passed and confirmed by the interested class in the 
same manner as a special resolution of the company would be 
adopted. If the rights of the various classes of shareholders are 
fixed in the memorandum, the permission of the court will be re
quired before such changes may be made. The usual types or classes 
of shares known to company law and practice in England are ordi
nary, preference, and deferred (vendors') shares, and, in addition, 
certain variations of these. 

Ordinm'!l.-Usually the ordinary shares are the lal'gest in number, 
and these shares will participate proportionally in the receipt of 
company profits by way of dividends declared after the preference 
shares have received their dividends. 

Prefcrenee.-Preference shares, divided into cumulative or non
cumulative, entitle the holder to a fixed dividend before any dividend 
is paid on the ordinary shares. Generally the rate of this divid!'nd 
will be fixed, and no matter how much money the company earns, 

_j there is no additional dividend beyond this fixed rate payable on the 
<. \ preference shares (unless the articles make special provision for 

(such payment). When the preference shares are eumnlati"e and 
the profits of the company in any year are not suffieient to pay the 
fixed dividend, the amount which should have been pai,l in the form 
of dividends when the profits are insufficient will accrue until such 
time as payments can be made out of the profits of subsequent years; 
that is, the right to receive the dividend will be carri.-d OWl' from 
~enr to year until pnym .. nt in full has bMn made. Preference shares, 
1ll the abst'noe of any specific regulations of the company th .. reoll, are 
considered cumulative." Noncumulative sllllres are entitled to the 

• Re Australian SlItnlell Co. [19101. 1 Ch. 414 . 
• #'o.ter v. Vole. {19U61. 22 T.L.R. mW4 
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dividend at the specified rate from profits made in anyone year; 
but if the profits are insufficient for full payment of this rate in any 
one yenr, there can be no making up of this deficiency in succeeding 
vellrs. 'While usually a company cannot, w;thout the sanction of 
ihe court, pay back the capital subscribed by its shareholders, never
theless, if the articles so provide, .. company can issue preference 
shares upon such terms that they m .. y be redeemed out of profits or 
out of a fresh issue of shares (sec. 46, Companies Act). Such shares 
are called redeemable preference shares. 

DefeN'ed.-Deferred shares, sometimes c .. lIed "capital founders' 
shares ", are usually issued to promoters aud are entitled to a divi
dend when the dividend on the ordinary shares amounts to more 
than a fixed amount. These shares are allotted on the basis of the 
promoters' having done the preliminary work and may be issued as 
fully paid up; they may also be issued in satisfaction of an under
writing commi""ion to persons subscribing for ordinary shares. In 
either case the Registrar of Companies is advised, and the number 
of founders' shares has to be stated in the prospectus or in the state-
ment in lieu of prospectus (sec. 35, Companies Act). -

SHARE CEBTIFICATES 

A share certificate is the -title deed of a member of "company. It 
is the title d •. ed to personal property, the share being a legal right 
or chose in action. The certificate enables the shareholder to show .. 
prima facie right to deal with the shares represented. . 

When a certificate has been properly issued by the company, the 
lutter is estopped to deny that the person to whom the certificate 
was issued is entitled to the shares represented by the certificate." 
The company, if it issues a certificate stating the shares to have been 
fully paid, cunnot later allege that they are not fully paid up.n 
However, if the holder of the certificate knows that the shares are 
not fully paid, a statement in the certificate to the contrary will not 
benefit him. If an officer of the company issues certificates without 
the authority of the company, there will be no estoppel. 

Certificates are prepared and sent to allottees as soon as possible; 
they must be ready for delivery within 2 months after the shares 
have been nllotwd or a transfer request is lodged with the company, 
unless the conditions of the issue provide otherwise. Failure to com
ply with this requirement will render the company and every officer 
responsible for this delay liable to a fine not to exceed £5 tor each 
day that default continues (sec. 67, Companies Act). 

TRANSFER OF SHARES 

The shareholder is ll"i"en the right to transfer his shares by the 
Companies Act (sec. 6~). Upon transfer, the legal title passes and 
i8 pl'rf{'cted by re-gish"ation til.t"reof 011 the books of the cOlnpany~ 
Such a trallsfer must be made in writing Rnd will conform to the 
requirements of the articles. "'hen the transferor has executed the 
trnnsf.,·, he gives it to the transferee with the share certificate; the 

, 

.tI) IHzalt Y. KrAmttNlp (WtOJ. 1 ell. sa3-
4lBtwm:nrthul \', Fard llSDil, Le'. 166. 
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latter sends it to the company for registration. The transfer must 
be registered by the company as soon as possible, f9r until this for
mality is accomplished the transfer is not complete, the transferee 
having only an equitable interest. It has been held that the pur
chaser has the obligation to prepare the transfer.'· Transfers must 
be stamped ad valorem (for rates of stamp tax, see p. 118). 

The right to transfer may be restricted by the regulations of the 
company. A discretionary po.wer may be lodged in the directors to 
refuse a transfer without giving any reasons. (This is not permitted 
under the rules of the London Stock Exchange; consequently such 
a restriction should not be inserted if shares are to be listed on the 
exchange.) If the directors exercise this power bona fide for the 
company's benefit, the court will not interfere. 

Shares may be mortgaged by deposit of the certificates with the 
lender. This merely establishes an equitable title. Such a title can
not be entered on the company's books and it does not put the com
pany on notice, except insofar as it may attempt to seek to establish 
a priority for itself over the mortgage." As no ordinary notice 
of the mortgage will require the company to recognize trusts or 
equities with which shares may be impressed, another method of 
safe~uarding the mortgagee's equity has been worked out. This 
conSISts in serving what is called "notice in lieu of distringas." 
An affidavit and form of notice is filed at the central office of the 
Royal Courts of Justice by the mortgagee; a copy of the affidavit 
and a duplicate of the notice is then served on the company. Should 
the mortgagor seek to transfer these shares, the company must no
tify the mortgagee that the transfer will be registered unless steps 
are taken within 8 days to prevent this. 

A shareholder may transfer a part of his shareholding. The cer
tificate is then generally sent to the company, which certifies that 
the transferor has turned in his certificate. The transfer is given 
to the transferee and executed, then registered, and the company 
issues two new certificates-one to the transferor for the balance 
of the shares, the other to the transferee. But« certification" is 
simply evidence that the certificate has been deposited; there is no 
guarantee of transferor's title, and fraudulent certification by the 
secretary will not render the company liable, for the company only 
authorizes its secretary to give receipts for certificates actually 
deposited." 

Should the company, through its own negligence, permit the 
transferor to regain possession of the certificate originally deposited 
and the latter commits a fraud (as, for example, by borrowing money 
on the certificate), the company may be liable to the transferee if 
he has been damaged, but there is no other liability, even though 
third parties may suffer as a result." 

'When a forgery has been perpetrated and the company registers 
the forged transfer, the true owner may demand reinstatement on the 
register. Usually the transfere.., suffers the loss; if, however, on the 
strength of the certificate issued, a third party deals with the trans-

u BirkeU '1. COfoPcr. Coles (1919]. 35 T.L.R. 298, 
u n,.adfo,'d Bankitlg Co. v. Brf.gY4 U88B}. 12 A..C. 29. 
U Uoorge Whitec/ .... rrA, Ltd. v. Ca1.'anauh [19021. A.C, 117 . 
.. J.onqma-n. v. BtJtlt Bwctrlc 7'ramwaV8 .. Lrtl. 119051~ 1 Ch. 646. 
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feree, the company will be liable," being nnable to deny the validity 
of the certificate (by estoppel). When the original and only le~ 
owner has been reinstated, the company must make good the third 
party's loss and then look to the transferee for indemnification. 

If a transfer turns ont to be invalid, the shareholder who at
tempted to transfer his shares remains liable for calls on these 
shares. Conversely, when the transfer is binding, then the transferee 
is liable to pay subsequent caIls." . . 

As has been seen (p. 14), shareholders are not generally expected to 
pay the full value of their shares immediately upon becoming mem
bers of the company being formed. It is customary to pay a certain 
aHlount on application, an additional amonnt npon allotment, ~ 
s'bly a further installment shortly thereafter, and the balance on 
call." This means that whenever the company may d .... m it advisable 
it may send out a request for this balance owed (owing) on the shares, 
and this is termed a "call." The articl .... generally specify the 
manner of making calls; the directors are often authorized to decide 
upon calls. By resolution at a board meeting they direct the sec
retary to give all shareholders notice of the call; no discrimination 
betw""n members of a class is permissible." The call, to be valid, 
must be paid in the manner prescribed by the articles; immaterial 
irt"l'gulsrlties will not, however, vitiate a eall otherwise good." 

The shareholder is in debt to the company for the amonnt nnpaid 
on his shares, and he is under a statutory liability in the nature of a 
specialty deht to pay this amonnt when called upon." Suit may be 
brought on calls remaining unpaid, and if the power is contained in 
the articleS, the shaFt'S may be declared forfeited; such a power must 
be exercised bona fide for the company's benefit. No CIllls may be 
made until the maximum subscription bas been completed (sec. M, 
Companies Act.). Calls must be paid in cash; but where the com
pany owes the shareholder money, the call may be set off against this 
company debt ,,:seept in case of a winding up, when all calls must be 
paid in full and d"bts are proved. 

Trall8mi88i<m.-When a shareholder dies, the corporate existence 
of the company is not affected; the shares are personal property" 
and vest in the personal representative of the deceased shareholder. 
The personal representative may be registered, or he may have the 
lwnefidaries registered. 

A married woman is entitled to retllin ·her property rights in 
shares belonging to h .. r originaIly or acquired by her before or after 
m8rriage~ 

When a shareholder is bankrupt, the trnstees in bankruptcy can 
sell and transfer his shares, or repudiate them if there is a liability. 

Share traM"allts.-The issue of share warrants is allowed when the 
shares are fully paid up and the articles contain a provision making 
this possible. These warrants, und .. r seal, state that the bearer 
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thereof is entitled to the shares or stock therein specified. Delivery 
of the warrant transfers the shares or stock represented thereby. 
When the warrant is issued, three times the ad valorem stamp duty 
payable upon a transfer at the nominal value must be paid, but no 
stamp duty thereafter, regardless of how often the warrant changes 
hands. 

The member to whom a share warrant is issued has his name 
struck off the register, and the following items are entered-the fact 
that a warrant has been issued, and a statement of the shares of 
stock included in the warrant, the shares being identified by number 
and the date of issue. 

'When the articles permit, the bearer may deliver the warrant to 
the company, have it canceled, and have his name entered on the 
register as a member for the shares represented by the warrant. The 
bearer of a warrant is not actually a member of the company unless 
provision is made in the articles (sec. 25, Compromise Act) that the 
holder of a share warrant shall be a member and have rights and 
privileges of membership as if he were on the register, provided 
he must produce his share warrant to the company before he may 
attend any meeting or vote. 

'Varrants generally have coupons attached showing the dates on 
which dividends will become payable during several years following 
their issue; the dividend will be paid to the person producing the 
coupon on the appropriate date. 

FOBFElTUBE AND SURRENDER 

A member who disregards calls may forfeit his sha""s if the 
articles so provide. Forfeiture does not release the person upon 
whom the call was made from his statutory liability on the debt, 
and he may be sued as an ordinary debtor. Any forfeiture which 
in reality amounts to a purchase by the company of the shares of " 
member will be invalid, for a company is not allowed to buy its own 
shares. Forfeited shares may be reissued at a discount; but shares 
so sold remain unpaid to the same extent that they were unpaid at 
the time of forfeiture. 

Surrender of shares not fully paid up is justifiable only as an alter
nate to forfeiture, and may be made only when the same conditions 
exist and provision has be .. n made in the articles. Fully paid-up 
shares may be surrendered, provided no reduction of capital is 
involved, as, for example, in exchange for other shares of the same 
nominal value." If a reduction of capital is contemplated, the 
court's sanction must be obtained. Surrender avoids the formalities 
of forfeiture. 

LlENB 

The compan:r. has a first lien on the shares of .. aeh member fol' his 
debts and liabilities to the company when this is stipulated in the 
articles. This lien also COl'el'S dividends on the shares, Power of 
sale for the enforcement of the lien should be contained in the regu
lations; it is also necessary to empower the directors to appomt. 
someone to act as transfer agent who will register the shares sold, , 
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since the company cannot register a share without an instrument of 
transfer (see. 63, Companies Act). 

The death of the shareholder does not terminate the lien;' it may 
e,-en be imposed after death has occurred. 

STOCKe 

Fully paid-up shares may be turned into stock, the term" stock" 
simply denoting that the company has recognized the fset-of the com
plete payment of the shares and that the time has come when those 
shares Olav be assigned in fragments, which was not permissible 
before. The chief distinctions between stocks and shares are that 
while shares cannot be transferred in fractions and no person may 
hold part of a share, any value of stock may be held." When shares 
are converted into stock, the shares cease to be known by specifio 
numbers, and the members of the company are the re/!istered stock
holders (wben the stock is registered). In the case of unregistered 
stock they are the holders of warrants Bnd have the right to act as 
m"mbeo; on proof of their hold in/!o Share warrants may be issued 
onlv in case the shares are fully paid up and provision is made in the 
articles for such issue. These warrants are JSSlled under the seal of 
the companv, and they state that the bearer is entitled to shares or 
~tO<"k specified therein. They are transferable on delivery. 

To illustrate how the division of stock resulting from paid-up 
shares may be effected, we may consider the case of a company hav
ing issued shares in denominations of £100. When such paid-up 
shares are converted into stock, it is possible to hold a fraction, such 
as £15 lOs. 4<1., in stock, and if a register of stockholders is kept, 
stock certificates will be granted to evidence the stock holdings. 

DIVIDENDS 

'Yh .. n trading profits are divided among the m .. mbers of 8 company 
in proportion to th"ir shares, they are called dividends. Dividends 
may not be paid out of capital The articles may determine tl\.e pro
portion to be paid on eac!> share, but if no reference is found therein, 
then dh-idends are paid on each share in proportion to the nominal 
value of that share, regardless of the amount paid on it. 

"1,ile th .. rule that di\';<lends should be paid out of profits and 
~annot be paid out of capital is easy to state, it has been found much 
hartler to apply_" The facts in each case will finally determine what 
has actually been done, but a few principles seem to have been laid 
down with a certain degree of constancy. 

It is ttenernlly believed that a distinetion must. be made between 
« fixed' and" circulating" capitaL" Fixed capital is the property 
,,·hich is to be k"pt for p<>rmlln .. nt utilization in the business-such 
as buihlings, plaut, and fixed machinery, which need to be kept up 
by additions. lInprovements. and repairs, or by the establishment of a 
s'lIking fund to supply such needs. 

Circulating <,apita! is property which is hought or manufactured 
. with the obj...,t of resellmg or selling it at a profit. This type of 

~ lIorrift v . .J.1I1.u'T (lSi41. 10 C'b. App. u.s. 
~ Jlo8onk Co. v, Sharpe (lH9:.!J. 1 0. 154. 
1ol.j"'M~ltiG Sud. e ..... Y. CAaa~lal,. U9181. 1 Cb. 266. 
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capital also includes goods consumed in use---<!oal, for example, 
Property of this kind should he replaced before any dividends are 
paid. Frequently it is difficult to distinguish hetween these two types 
of capital. Often no exact line of demarcation can be drawn, and 
much will depend on the business in which the company is engaged 
and the manner in which profits are determined,'S It has been 
suggested that the question of determining" profit" and" capital" 
and the difference between them should be settled by the business man 
rather than by the lawyer. In any case, the memorandum and arti
cles must he strictly adhered to, and directors and auditors must 
enforce their provisions. Where the articles permit, a profit made 
on realization of the company's assets may he distributed as a 
dividend, . 

Shareholders cannot compel the payment of a di\idend, even when 
the profits are ampl .. , if the directors have failed to declare one and 
there is no fraud." 

As the matter of declaring dividends is in the hands of the direc
tors, it generally happens that they recommend a dividend, the 
auditors make their report, and the shareholders approve or sanc
tion the action of the directors. A director honestly believing that 
the accounts are true and justify a dividend recommendation, cannot 
he held liable; but if the dividend is recommended dishonestly or 
negli~ently and is an improper use of the funds of the company, 
the dIrector is gnilty of a breach of trust and is, with his co-directors, 
jointly and severally liable to repay to the company such money 
as has been paid in dividends under these conditions. However, 
recovery of the dividend received may be had from any shareholder 
knowing these facts. Such a shareholder may not sue the directors." 

As an example of typical regulations governing the declaration 
of dividends, table A (appendix I) should be consulted. 

Provision is generally made for the payment of " interim" divi
dencls-that is, dividends declared at any time between two ordinary 
general meetings. Once dividends are declared, a debt from the company to each 
shareholder is created; the shareholder may. sue the company on this 
debt. . 

Unless there is an express agreement providing otherwise, divi
dends must be paid in cash or the equivalent (that is, by check). 

Sometimes the articles authorize the payment of dividends by 
menns of the issue of shares or debentures. When shares are issued 
IlS dividends this is often referred to as the" capitalization of prof
its." What actually happens is that if the company has sufficient 
undistributed profits, it can declare a dividend out of these profits 
Ilnd simultaneollsly issue a corresponding number of new shares, 
which are paid for by applying to that purpose the dividend 
declared which belongs to the shareholders. The result is that the 
company does not relinquish any of its assets, but each member 
has a larger number of shares. '1"he question naturally arises as to 
whether such shares are to he viewed as income or capital. The latter 
view, namely that such shares are capital, seems to pre,'ail. Sh"res 

.. Verner v. Gt'fIetol Commet"Cia1 TI"tU' [18941. 2 0. 2-68. 
" B-ona v. The BorrtiCD Haf'ft~tite Co. [1902]. 1 Ch. SU3. 
R TOtOera v. Africa" Tug Co, (1904J. 1 Ch. 558. 
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distribotrd in this Yay hal'e not rendend the ncipieol liable to the 
tax on ex.,.".. pn>fits.. .. 

In 0ISe shan!s .... bansfern>d when a di..-idend has been dedared 
or is about 10 be de .... ared.. the qu<'Slion of who shan rer..i..., the 
di ..-id.,..,! arise;; the c:ontrart usuaRy t:OIItains a stipulari .... CD _nor 
this ronting<'ll<'y. If the di..-idend goes to the nansf ........ the trans-
fer is said to be "com ru..-idend "; if it goes to lbe tran,.-femr, then 
it is ~ I'X di..-iJ..nd.'" If the &",an>Pment has no stipnbtion as to 
di..-itl~mls. the tnllir..ree ..,.,..i .... ,. an dim .. nds c .... Jare.d after the 
dall' .,f u,.. a"an>PIIIeJlt for sale .... 

Trading rompaw<'S hue an iroplird power to barro ... , aDd the 
.. "I .. nt 10 ..-hich this po""'" may be e"ercised ..-ill d~ppnd on the 
nature of the memorandum ana artides. The rompany may not 
bur", ... IIDtil lhe minimum sub;ttiprion has been snbmW (,..... 
W. Companies Ad). 

The character of sueh borrowing may be temporary or long-term.. 
Borrowinl! for lempo .... ry pll1'J>OE"S way be in the form of un;;enued 
loa.... mAkiD!! and endorsiD!! of hills and notes.. and overdrafts 
~ured by' the deposit of riile deeds. Long·term borrowing, gen. 
erally secured by mort".~"" of the rompany-"s proporty, is e..-ideoced 
bv the issue of d .. bo-ntures. 
'Tbe directors (subject to the articles) Il"'-rall,. exercise the bor-

rowing pow .. rs of the """'pany. . 
XontnoJing """,pani<'S do not ha..., borrowing po_rs unless the 

_moranduru so pro..-ides. Appli ... tion to u,.. court may, ho ..... ..,.., 
extend tbe pro.-isions of the -.oorandnm.. .. 

If a company should anempt to borro ... beyond its pow .. rs. tbe 
borro...ml! is ultra nr..s aDd th<>rPfore .-nid. as He also t ..... """Brities 
ginn. The "'n.ier <2DIlOt sue the rompany for the return of the 
mo .... y. but if it has not been "pl'nt, he can gel an injunction to stop 
the eompany from parting -..rilh it. An action ..-ill Ii" S!!Ilin5t the 
dir...-tors on an implird .... rranty of authority." If the _y 
bas been used to pay d..bts ...-hieh rouId ha.-" been enfGreed a,.....mst 
till! eompany. the kndt>r ..... Y SUI! the rompany, standing tben in the 
l,b .... "f the ~rNilors ..-00 ba ... , """,ivro saW,fllt'tiOlL co 

Th" n...,.j\rd .,.pital of a rompany may be chan"...,J if the memo
ran.ium or .rtides pprmit this. 

:\lOlll'y bornnrrd by • mmpany may be S«'1Jl'Od in one of ... .-.ral 
... ays; \1) a k>!!al mort~ of some specilie asset; (2) a ftoating 
dlllr~; {:It d".--it of title d...,.Js ("<Initllhle mort.,oage); (4t tem· 
porarT deposit of d..bo-nlures. 

A doatiD!! dluge on the nodertakil\!l: or propprIy of the rompanv 
is a l'U:;tomary form of~. E..~ntial ,,"""';"15 He (a) thu 
it mu.-4 be a ch&q!e on a class of assets. prespnt aDd tuUm! (for 
"YInI'Ie, book d..bls. stock.. flC.); (b) that the class so eha.rgN 
.. ill ehan,."" from time to time in the ordinary rourse of business; 

• , ....... ~ c .. ai<....,... W'. ~ ~ lltl:!lll~ ... c. atci. 
- II _-. Y. H_t?d_ (l~S ,_ -4 £:LR ~_ • ..-« .... I"r....,.., t t~:-:JL LIL S \.~_p_ 4!'i. 
·tieJ't'V~ If ....... c ... (19'141_ 1 OL lea. 
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(e) that the company must be able to use its assets so charged as 
if there were no charge upon them. Incoming assets of the same 
class replace those that have been used;" the business must be 
carried on without interference from the mortgagee or trustee until 
it becomes essential to enforce his security. 

DEBENTURES 

A debenture may be defined as a written promise to repay money 
advanced, and interest, according to the terms contained in the docu
ment. Repayment of the loan is usually secured by a charge on all 
or part of the assets or undertaking of the company. ·When accom
panied by a trust deed, the trustee being appointed to hold the 
property or title deeds for the benefit of the debenture holders, it 
is properly called a mortgage debenture, although it is often referred 
to in popular parlance simply as a debenture. Debenture holders 
have the right to interest on their debentures, to receive payment of 
the principal sum in due course, or, if irredeemable, to partake of 
assets as secured creditors upon dissolution and to have their security 
protected, and, when necessary, realized. 

Debentures may be payable to the registered holder or to bearer. 
The latter are transferable by delivery and the former by means 

of a transfer registered on the company's books. The form of 
this transfer is similar to the one used in transferring shares (see 
page 11). The consideration must· be stated if the debenture is 
not by deed."' 

Specific performance may be had on a contract to take up and pay 
for debentures in a company (sec. 76, Companies Act). 

'Vhere a trust deed is used, certain advantages accrue to the 
debenture-holders. Among these may be mentioned the active 
presence of the trustees, ready to take the necessary steps in case the 
company should default. instead of leaving it to the individual 
action of some debenture-holder; if the truste.es have a power of 
sale, they may realize the security without the assistance of the 
court. The trustees have a legal estate and this prevents subsequent 
legal mortgages from getting priority. By covenants in the deed, 
the company can be compelled to insure and safeguard the propetry 
covered by the charge. . 

Debentures payable to bearer are negotiable instruments.·' They 
are transferable by delivery, and the transferee in due course gets 
!1:ood title, regardless of any defects that may have existed in the 
title of the transferor; the company need be given no notice of a 
transfer, and no stamp duty is payable when a transfo>r is made. 

Interest on this type of debenture is obtained by means of coupons, 
which are orders on the company or its bank to pay a co>rtain sum 
of money to the person presenting it on or after a certain date. 

Regmt,·atio-n..-Any attempt to create one of the following types 
of charge will fail unless details of the charge being created have 
been delivered to the Registrar of Companies for registration within 
21 days of its creation-for securing an issue of debentures; or on 

.. HlP ¥orhhlre Woolcomlu'r.t' ABitOma1tnn [1903j. 2 Ch. 284. 
~ He Flrf'Proo( DOQrll, Ltd, p9HI1. :.1 Ch. 142. 
~ Edclat{!in V. 8l.'"1luler [190:"], 2 K.B. 144. 
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uncalled capital; or created by an instrument which if made by an 
individual would require registration as a hill of sale;" or on land; 
or on book debts; or on ealls made hut not paid; or on a ship or 
a share in a ship; or on goodwill, patents, trade marks, or copyrights; 
or a floating charge (sec. 79, Companies Act). 

The time of creation is often material; it may be said that the . 
charge is often material; it may be said that the char~ is created 
when a d .. benture is iSSUl'd unless there is a trust dee<! securing a 
series of d .. bentures, in whieh case it well be the date of the exeeutlOn 
of this deed." 

Tbe details or particUlars of a series of debentures which must be 
d .. livered to the ·re!tistrar include (a) the dates of the resolutions 
and covering deed (if any) creating and defining the security; (b) 
the total amouut &'Cured by the whole series; (c) a general descrJp
tioll of the property eharged; and (d) the names, if there are trustees 
for the debenture-holders the names of these trustees (sec_ 79, Com
panies Act). The deed containing the charge-or, if there is none, 
one of tbe dl'bentures--must be sent to the registrar_ 

The company must keep a register of mortgages and charges 
spedieaUy affecting company property and aU Boating charges on 
the undertaking or any property of the company (sec_ 88) ; it must 
also keep copies of all mortgages and charges which have to be regis
tered with the registrar (sec. 87) _ Companies generally maintain 
regist .. rs of debenture-holders, although this is not required by law. 

The register (of the company) must be available for free inspection 
to creditors and members of the company, while other persons may not 
be cbarged more than 1 shilling. Copies of mortga~ registered 
with the registrar must be open to members and credItors free but 
not to others (sec. 89)_ The register kept by the Registrar of Com
panies ma~ ~e inspect .. d by anyone. on the. payment of a fee not to 
exceed 1 shdl,ng(sec_ 82). If there IS a regIster of debenture-holders, 
it must be open to r<'/!istered debenture-holders and to members of 
the company, subject to reasonable restrictions (sec. 73). A copy of 
this register may be had by shareholders or debenture-holders upon 
payment of 6 pence per 100 words; debenture-holders may obtain 
col,ies of the debenture trust deed (if there is one) for 1 shilling if it 
is In print, otherwise at 6 pence per 100 words (sec. 73 (2»_ 

'Yh .. re there has been no registration of a charge or mortgage 
with the registrar, the obligation to pay the debt remains; but as 
to security, it is void_" However, a new mortgage made under the 
terms of a debenture trust deed not increasing the total amount 
'*"u ..... 1 does not ha,.. to b, re!tistered_o• The .registration of sepa
rat.. mortga .. ""s of ships to trustees for debenture-holders is not 
n(l(.(>~tlry. TO 

If thO: fnilure to register has been accidental or inadverten~ the 
court Illny order an extension of time for registration (sec. 85, com
panies Act). 
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Issue.-Debentures, not forming a part of the share capital of the 
company, may be issued at a discount if the arti!,les permit!' De
bentures may be issued any time up to the winding up of the com
pany, provided such issue does not constitute a fraudulent preference 
(sec. 265, C<>mpanies Act) or a void floating charge (sec. 266). (See 
p. 40.) Money advanced to a company under an agreement that 
debentures shall be issued creates a charge in equity," and the agree
ment should be registered within 21 days; if a debenture has been 
issued in an irregular manner, it may be considered as an agreement 
to give a charge (or debenture) in the future. Should such a charge 
be created within three months of winding up, it. may be considered 
a fraudUlent preference, and therefore void." 

Powers contained in the trust deed (often accompanying an issue 
of debentures) may enable the debtlll.ture holders to realize their 
security; otherwise they (a) may sue for the amount of their deben
tures; or (0) apply for the sale of the property secured; or (c) the 
appointment .of a receiver may be made or requested; or· (d) a peti
tion may be presented for the winding up of the company; or (e) 
an order fO!' a foreclosure may be a p \,lied for (to the court) as in 
the case of an oI'dinary mortgage. Th,s foreclosure may be made to 
cover the uncalled capital of JI, company. To. use this method of 
realizing security, all debenture holders of every class must be parties 
to the action; consequently, its use is infrequent." :' 

When the ·debenture holders have enforced their securIty, what
ever proceeds are realized may be applied by them to the payment 
of costs, principal debt, and interest," unless .the security is insuf
ficient and the company insolvent, in which case interest becoming 
due after winding up cannot be proved. . 

~ DEBENTURE STOCK 

Some confusion has arisen from the use of the term "debenture 
stock." Just as in the case of II. "debenture ", where there is .. debt 
due from the company evidenced by a document called It "deben· 
ture ", so in the case of debenture stock, there is a debt or ohligation 
due from the company called "debenture stock", evidenced by a 
document referred to as a " debenture stock certificate.» Debenture 
stock may be subdivided; otherwise it is about the same asa debt 
secured by debentures, for it is definitely a debt or obligation. The 
company's liability on this is viewed as a liability to pay an annuity 
rather than that of repaying a loan . 

. RECEIVERS 

As has been mentioned above, debenture holders may appoint 
(being given this power quite generally) a receiver to enforc,e their 
security. If this power is not "'iven, the court may do so If ron
ditions warrant such a step. If' the court, upon application by a 
debenture holder appoints a receiver, there can be no interference 
with the latter, for such interference would be contempt of court. 

nRc RCl16ft.t'1t Canal CO. US761. S Cb,D. 43. 
ft l'eggfl v. NMlh t f'te .• 00. {l80Rl

j 
1 ell. 183. 

"Rc Jaf:k~on aJld BGlfs{ord j1906 ~ 2 eh. 41.11. 
ft Rltalt v. aonU'II~"tal Ca. [ 8971. 1 Ch. lSI!. 
til Wallace v. Un-tcef'aol Aut-olnaUe CO. 118U4]. 2 Ch. 555. 
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Unless the court grants its permission, no promedin~ can be in
stituted .. against a receiver or the property in his care. 

A corporation is not eligible for appoinbnent as a receiver (sec. 
306, Companies Act). A receiver appointed under a power by the 
debenture holders is their agent; they are liable for his remuneration 
and on his contracts," unless the power expressly states a receiver 
to be the agent of the company.TO 

A receiver appointed by the court is an officer of the court and 
may" be held personally liable on any contract he makes. However, 
he will be indemnified out of the assets of the company in priority 
to the debenture holders (the receiver having acted under instruc
tions of the court)." He is considered to bve been appointed for 
tha benefit of all persons interested in the assets. In case of a U de
benture holder's action" (initiated by one debenture holder on behalf 

.- of himself and all the others) the court may appoint a receiver if the 
principal sum has become payable, due to defanlt for 11 months in 
the payment of interest; or because of a distress or ""ecution being 
levied or sued out on any property or assets of the oompany and 
not paid within 7 days; or il an order is made or a resolution 
passed for the winding up of the company; or if the company is 
wound up even though repaymm,t is not expressly provided for in 
that event; or, finally, if the security is jeopardized, although no 
wind~ up or interest defanlt has~" An example would 
be if a company were to propose the distribution of its reserve fund 
alDon" its members (as a dividend), leaving insufIicient security for 
the d~ntures;" insufficiency of securi~ alone does not amount to 
jeopardy." The court may appoint the official receiver" (sec. 179, 
Companies Act) the receiver of a rompany (sec.. 3(7). The" official 
receiver It is generally the officer attached to the court for bankruptcy 
purposes. • 

,,"rule the company continues to exist after a receiver has been 
appointed, the assets become specifically charged in favor of ths de
benture holders." If it is necessary, the court may appoint a mana
ger to operate the business and then sell it as a going concern. 

The receiver may be authorized by the court to borrow money 
which will constitute a first charge on the property having priority 
OVl'r all debentures, if this is essential to P"""'"" the business." 
All business correspondence, invoices, ete., bearing the name of the 
company, must show that a receiver has been appointed after an 
appoinbnent has been made (sec. 308, Companies Act). 

COllP Alfr Il.UlAGEMElIt'T 
DIIIBCroBS 

Sine.. the adoption of the Companies Act of 1929 no doubt remains 
as to the requirement regarding directors; every company (except 
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private companies) registered since this measure became law has 
had to have at least two directors (sec. 139, ComI;'anies Act). 

DllTIE8 

It is usual for the company to have directors and officers. These 
officials include among their duties the making of contracts for the 
company, the administration and management of the enterprise1 and 
the conservation and judicial utilization of the property of the 
company. 

m:r..A'l'IOl'l' TO THE COKPAl'iY 

The exact relation of the directors to the compBJ;ly is difficult to 
define i nevertheless, it may be said that theirs is a fiduciary rela
tionship, varying with the duties they are engaged upon. When 
exercising the power of issuing and allotting shares, making" calls ",. 
approving transfers, and performing similar functions, the directors 
are trustees for the company. They are not entirely nor purely 
trustees, for they generally receive remuneration from the company 
for their work. Furthermore, they have a pecuniary interest in the 
company by reason of their qualifying shares. But when the direc
tors act as trustees, they do so for the company," not for the indi
vidual shareholder nor for third parties who have entered into con
tract with the company." 

In relation to the property and contracts of the company the di
rectors are more nearly -in the position of agents for the company. 
Thus, they make contracts for the company and are not personally 
liable thereon unless they have contracted in their own names, in 
which case the third party may sue either the company or the 
directors. If the contract is ultra vires, and cannot bind the com
po.ny, the directors are not liable unless on an implied warranty of 
authority.aT If, however, the act is only beyond the powers of the 
directors, but not the company, if made with a third party who had 
no notice of the lack of power in the directors, the contract binds 
the company; if the contract is made with a member, it is voidable. 
An ultra vires act of the directors may be validated by the acqui
escence of every shareholder. If the act is outside the powers of the 
company, it is entirely void. 

APPOINTllENT 

The articles often mention the first directors; but to be validly 
appointed, these directors must have signed and filed with the Reg
istrar of Companies a consent to act, and must have signed the mem
orandum for his qualification shares, or taken them up and paid 
for them, or signed a contract to take them from the company and 
pay for them, or signed a declaration that a number of shares suffi
cient to qualify him are registered in his name (sec. 140, Companies 
Act), _ 

Where the articles are silent as to the first directors, the subscribers 
to the memorandum will elect them (by majority vote~ at a meeting 
of the subscribers, or appoint them by signing a wrItten appoint. 

u Pm'Clt.'1IoJ v. 'WrfgAl [10021. 2' Ch. 421 . 
• Bath. v, Standat'd Land (fo. (1911). 1 Ch. 818. 
I'!' Wet'M V. Propert (1813]. L.lL 8 C.P. "21. 
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meut; all the suhseribers must sign. - The articles generally specify 
how subsequent .ppointments of ditectors .... to be made; if no 
specific provision lS made., then the gm>eral meeting has the power 
to appoint new ditectors." 

The company must keell a ~ of its ditectors, showing their 
names, addresses, and natl<malitles, showing also fonner names and 
any change of nationality. Copies of the register must be sent 
to the Registrar of Companies, who must also be notified of any 
change among the directors (see. 144, Compani<!s Act). 

--~ 
The number of directors whose preseIl<'8 is reqnired at a board 

meeting to transact busines; is eaIled a quorum. The articles nsu
ally fix tho quorum reqniremenL Notiee of meetings must be given 
to all ditectors. 

CI~ 

Although it is not required, the articles generally provide that 
to aet tIS a di.....,tor a person must own a eertain nwDber of shares. 
If such • qnaIilication exists, then it must be mentioned in the pro
spectus, and each director must take his qnaIilication shares within 
two months of his appointment, or he must quit his office and he be
romes liable to .. fine of .£5 for every day that he attempts to aet tIS a 
director (S<!C. Hi, Companies Aet~. Xo company may begin busi
ness operations until the directors ha nl taken up their qUalifying 
shares and paid on them (if payable in cash) the same proportion 
as is pa~able by the public on application and allotment (sec. 9J, 
Comparues Act). 
If it is provided in the articles that the quaIilieation of a director 

is the holding of shares U in his own right", • person may be qnaIilied 
although not the beneficial owner of the shares; for example., a trustee 
may be quaIilied by the shares he holds in trnst.- A din'Ctor may 
be qualified by holding shares jointly with another person.... • 

DisquaIilication results if the din'Clor does any aet which, under 
the articles, disqualifies him from holding offica A direetor, being 
bankrupt, cannot aet in that official apacity without leave of the 
oourt (sec. H2, Companies Act). A disqualified ditector cannot act 
for the rompany; if he attempts to do so, he may be restrained by 
injunction, although the company has no grounds for suing him 
for damages. Often. clause is inserted in the articles whereby an., 
acts done hy din'Clors within the limit of their .uthori~ .... valid, 
e...,n if it should appear later that they were disqualified. This 
refers to transactions entered into with members 01 the company, 
as well as with third parties. Once a director has resigned, he cannot 
withdraw his resignation." The company may remove a din'Clor 
whose services are unsatisfactory, but the power of remo,al is com-
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pietely governed by the articles." A special resolution will give the 
company this authority if it is not contained in, the articles. The 
term of office of the directors is usually specified. 

POWERS 

Directors are generally empowered to carry on the business of the 
company within such limitations as the articles may contain. The 
shareholders may ratify acts of the directorS (although beyond their 
powers), provided they are within the powers of the company. 

A contract between 8. director and the company will be void 
there being a conflict between the director's private interest and 
his duty to the company. If the articles modify this rule and permit 
8. director to make contracts with the company, then the board 
must be apprised of his interest (sec. 149, Companies Act) and the 
articles will usually provide that he may not vote. Another excep
tion to the general rule is that 8. director may contract with the 
company to take shares. 

Directors carry on the management of the company at meetings 
(called board meetings). Such meetinp;s are duly called; that is, 
each director must be given due notice. Directors may conduct their 
meetings whenever they may see fit; minutes of these meetings are 
kept and signed by the chairman. 

.Resolutions are the usual form in which the directors make their 
decisions; these are recorded in the minutes. 

Directors may not, as a rule, delegate their powers, but the articles 
may give them express power to do this. Unles; precluded by the 
articles, directors may exercise their right of vote in shareholders' 
meetings. When the winding up of a company is begun, the direc
tors lose their powers. 

The remuneration of directors must be made the subject of an 
agreement; ordinarily the articles make J?rovision for the compen
sation of these officials. Such remuneratIon must be stated in the 
prospectus and shown in the balance sheet (see. 128, Companies 
Act). When fixed by the articles, a special resolution is required 
to 'change the remuneration; when so provided for, it is a debt 
due from the company to the directors. 

If the remuneration is to be a certain sum per year, the directors 
will not receive this unless the year is substantililly complete; but 
if compensation is fixed at a certain "rate" per year, then it will 
be apportioned in case a director does not serve for the whole year. 

DIrectors cannot vote themselves gifts, nor can compensation be 
paid to directors for loss of office unless the amount to be paid is dis
closed to the shareholders and approved by the company (sec. 1;;0, 
Companies Act). The auditors are required to make & statement 
of all sums paid to the directors for the preceding 3 years 
(whether as directors or managers) when requested to do so by 
persons having one fourth of the voting power in the company 
(sec. 148). 

01 Browne 1"9 La; TNn!4a4 (1887], 87 Ch.D. 1. 
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While the rule is that directors are not personally liable when 
acting for the company, there are certain exceptions which should 
be noted. Thus, they are liable to persons who subscribe for shares 
when untrue statements appear in tile prospectus (sec. 31 Companies 
.Act) j they are liable to the company for loss suffered by the com
pany if they have exceeded their powers; they may also be liable 
to the company if they have been guilty of negligence, that is,J.ailure 
to use the care of an ordinary person in his own affairs." The di
rectors are also liable on an implied warranty of authority when 
they have acted beyond their powers. Liability resulting from negli
gence by the directors cannot be averted by a clause in the articles 
to that effect (sec. 152, Companies .Act). Where the directors, actinE 
within their powers, make honest errors of jud~ent in the bona-fide 
exercise of their discretion, they will not be lianle; those who charge 
the directors in such a case with bad faith must bear the burden of 
proof." 

PENALTIES 

Directors become liable to certain penalties when contraveniDg or 
failing to comply with certain sections of the Companies .Act, in
cluding the following: Cal.ling a general meeting evel'Y year and 
within not more than 15 months of the preceding one, £50 maximum 
penalty (sec. 112) ; sending the registru copies of resolutions (spe
cial and extraordinaryh default fine of £2 (sec. 118) i transmittmg 
a pl'opel' report before We statutory meeting, £50 mBXlmum penalty 
(sec. 113) j keeping a register of members, £5 a day default penalty 
(S8CS. 95 and 365) ; keeping Il re"aister of directors and notifying 
changes in the board, £5 a dllY (sec. 144); preparin~ an annual list 
and summary, £5 ... dlly (sees. 108 and 110) j keepmg registers of 
charges and mortgages, £50 maximum fine (sec. 88) ; allowing inspec
tion of register ot charges and mortg&j!:es, £5 fine and additional £2 
a day (sec. 89) ; notifying registml' 01 conversion of shares into stock 
or of consolidation or division of shares, default fine, £5 a day (sec. 
51) ; having certificates ready for delivery, fine £5 a day (sec. 61); 
statin~ in eve'l" balance sheet the QIIllount ,llid as underwriting 
commISSion until written off, default fine 0 £5 a day (sec. 44); 
allotting of shares without minimum suhscription completed, indem
nification of allottee and company (sec. 41) j sending in a proper 
return of allotments, £50 maximum fine (sec. 42); SUbmitting a 
statement of affairs (on winding up), £10 a day (sec. 181). The 
penalties listed above are the maximum applicable to the offensea 
enumerated. The secretary of the company will ~emlly familiar
ize himself with the requirements of the CompanIes Act and advise 
the directors accordingly. 

KEETlNGS AND RESOL1JTtONS 

A company limited by shares is required to hold a general meeting, 
known as the statutory meeting, within not less than 1 month 
nor more than 3 months from the date upon which it is entitled 

"L~ •• tafe co. Y. SAepAm:lI.~88 Ch.n. '187. -a. NftO JlQ,fAoall«:nld (,.'0. [lcw2J. 8 Ch. on. 
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to begin business (sec. 113, Companies Act). The object of this 
meeting is to give the shareholders an opportunity to see for them
selves how the company stands. Seven days bsfore this meeting 
each shareholder must be sent a copy of a report showing the number 
of shares allotted, the amount paid up, and the consIderation for 
which allotted; the cash received in payment for these shares; an 
abstract of the receipts and payments on capital account and an esti
mate of preliminary expenses; the names, addresses, and descrip
tions of the directors, manager, secretary, and auditors of the com· 
pany; the particulars of any contract which is to be presented to 
the meeting for modification, and the nature of the modification. 
At least two directors must certify this report; the auditors are 
required to certify such part of the report as relates to accounts. 
When the company has only one director, then this director and the 
manager must sign the report. A copy must be filed with the 
Registrar of Companies immediately after it has been sent to the 
members. A private company is not required to hold a statutory 
meeting (sec. 113, CompanIes Act). 

In the course of the meeting the members may discuss any matters 
relating to the promotion of the company or to the report. Before 
the statutory meeting the company cannot change the terms of any 
contract mentioned in the prospectus unless it is made subject to the 
approval of the statutory meeting (sec. 36, Co~~nies Act). A 
list of members must be available at the meeting; . will show the 
names, descriptions, and addresses of the members, together with the 
number of shares held by each. If the requirements of the Com
panies Act regarding the statutory meeting are not complied with, 
this may be made sufficient grounds for a petition to the court to 
wind up the company, but the court may order the meeting to be 
held and the statutory report to be filed instead of granting the 
petition for an order to wind up the company. 

The articles generally provide for an annual general meeting to 
convene on a certain date. At least one general meeting must be held 
every calendar year, and within 15 months of the previous meeting. 
A penalty of £50 is provided for failure to comply (sec. 112, Com
panies Act). Such a meeting is termed an "ordinary meeting ", and 
the articles of association w;ill, in general, stipulate its time and place. 
All members are entitled to notice of a general meeting. While no
tices !ire not con;;;trued very strictly, they must nevertheless show sub
stantIally what 15 proposed to be done. 

The directors of a company may call an extraordinary general 
meeting for the purpose of transacting pressin~ business. Share
holders having not less than one tenth of the paId-up capital carry
ing a right of voting may compel the directors to call an extraordi
nary meetin~ (sec. 114, Companies Act). The articles may broaden 
this power (as bl' permitting shareholders with a smaller ratio of 
the paid-up capital to request a meeting), but they may not restrict it. 

The demand for a meetin$ must be by requisItion, and the share
holders requesting it must siltn; the object for wh,ich the meeting is 
to be held should be stated. d the directors fail to call the meetmg 
within 21 days, a majority (determined on the basis of voting power) 



.,f th<lse requesting the meeting may at any time within 3 months call 

the ..... ~. ed....._.. -1:"._ __" 
~ 111: T e se t:ransad m Il.UIC meetJngs IS ~.....a.a-.& ~ 01' extr.i.UIUJ.-

BUY. the onlinarv busi ..... (stated in the arlides) usUally inwlring 
eonsideraiioo .,f •• ..,.,....1&, sand:ioning diri~ electing directors 
and .uditors, reeeiring the .ep<K Is of the din!dms and .uditors, and 
alllmsir ese whidl eererally forms part of the ordinary iOIIIi.ue of the 
annual meeting. Other bnsir is extraordinary. 

The arlides mav fix the n1llJlbeT of sharehoIdeis whim shaD mil

stUnte • q,om um fur meeOn"DS. A.t least two musi be pn!SI!IIt if no 
prorisioo IS made, urIess all the shares of the class an! held by ODe 

pen;-~ is presided over by. dWnnan, .. ho may be appointed 
by .... under the article; .... eleeted by eaeh meeting. The presiding 
ot1icer decides j .... :edaral matleis, S<!t'S that the meeting is properly 
COBducted, an puis questicms or n!ISIOlutions to • ~e. A. meeting 
having been properly called I2IlJlOi be postponed by the dJ.ainnan or 
by the direetors." 'If the dJ.ainnan attempts to pm an end to the 
meeting 1rithottt its C'OIISIlDt, or leaves the <hair and declares the 
meeting elosed b..f ..... the mE;. "IS bas been eompleted, a new <hair
man maT be eleeted and the bnsires; may be transacted. - While 
the ri",ohts of tbe minority mrst be .e;pa:ted, this does not mean that 
en-ry shanholder may plolorg the dismssion ililF! D1i".bly. 

Mirrtes of the ~ at all met'lings of the eompary mrst be 
kept in miurte bOOks bpt lor that JIill"PCl'!"- These miurtes must be 
signed by the c:hairman, ... hereupon they eonstitute prima facie eri
de.- of the proeeedirgs. A. meeting is ClIIIISidered to bue been held 
if the minutes have. been properly kept. unless the COIltru;Y is proved 
(sec. 120, Compouues Act). MembeIs an! allowed to mspect the 
minute books of the eompary fn,e of eharge., the n.gisteredo8iee being 
the plaee wheie theoe hooks an! .vailable for inspection. MembeIS 
may obtain eopies of the miurtes at • cost not to eueed 6 pen<e per 
100 words (sec.. 121). 

Re501rtioos may be eoosidered as faIIing into three categories: 
(I) ordinary, (2) e:rtnonlinary, and (3) speciaL 

An ordinary n!ISIOlution is earried by a simple majority of those 
voting .t a meeting. An enraonlinarv n!ISIOlrtior II!qllires the aftinn
alire vote of three fourths of those who are entitled to TO(e and do 
vote at • ~ meeting, of whicll notice stating the intention to 
propose the i'BSOlution as an utraordiJlUY n!ISIOlrtion has been given 
(see.. 117, Companies Act). Such. II!SOlntion may be rsed to wind 
ul> a eompary voluntarily (see.. 225). The articles must .,.,ntain • 
stlpulation to this ellect .... they mrst be ebanged by special II!SOlu
uon. The latter type is similar to the utraordiJlUY II!SOlution but 
II!qllires not less than 21 davs' notice of the meeting and of the inten
tion to p ....... nt the i'BSOlnuon as a special n!ISIOlutior. M.tters re
qui~ • special n!ISIOlntion an! (4) alteration of the article; of the 
eompaiiy, t/» change in the name of the eompany (with penni&-
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sion from the Board of Trade), and (0) reduction of the capital or 
alteration of the memorandum (with leave of the court). 

Each sharehlder has the number of votes accorded to him by the 
articles; if no provision is made, each member has one vote. The 
usual method of voting is by a show of hands; only members actually 
present may then vote. The only person entitled to vote as the 
holder of a share is the one whose name appears on the register for 
that share." A customary provision is that the number of votes 
each shareholder has shall depend on the number of shares he holds. 
If voting is carried on by a poll, members who are absent may have 
their votes cast by a proxy or representative, properly appointed 
for this purpose. 

A written instrument giving a person authority to vote on behalf 
of a shareholder is called a proxy. When such authorization is 
given for only one specified meeting or adjournment thereof, it is 
a special proxy and must bear a penny stamp; if it is an authoriza
tion to vote at any meeting of the company, it is a general proxy, 
and a 10·shilling stamp must be affixed. Regulations governing 
proxies are usually to be found in the articles; otherwise, no right 
to vote by proxy exists. 

If one company is a member of another company, it may designate 
a representative to vote on its behalf (sec. 116, Companies Act). 

Adjourned meetings are generally considered as continuations of 
the original meetings,' but a resolution passed at an adjourned 
meeting must be treated as having been adopted on the date when it 
was actually passed (sec. 119). 

While a chairman's statement that a special or extraordinary 
resolution has passed will not make a resolution good if the state· 
ment itself shows it to have been bad,' it will be conclusive unless 
a poll is requested.' A special resolution may be adopted at a meet
ing of which less than 21 days' notice has been _given if all the 
members entitled to vote agree to this (sec. 117, Companies Act). 

Within 15 days of adoption, a copy of every special or extraordi· 
nary resolution must be sent to the Registrar of Companies. Failure 
to do this may result in a fine of £2 bemg imposed. Special and ex· 
traordinary resolutions so registered must form part of the articles 
as issued thereafter (sec. 118). 

ACCOUNTS ANn AUDITORS 

ACCOUNTS 

Every company is required to keep books of account relating to all 
receipts and expenses and matters pertaining thereto, sales and pur
chases of goods, and assets and liabilities (sees. 122 and 123, Com
panies Act). These books are to be kept at the registered office or 
at some other place designated by the directors. They must be open 
to inspection by the directors. A profit.and·loss account and a bal
ance sheet must be presented to the company each year at its general 
meeting by the directors. 

• Wf&I!i v. LQlMdell [1921]. 1 Ch. 4-20. 
'J. Sprm«r v. Kmnedtt [lD26}. Ch. 125. 
• R" Oarotal N6tC J{1ne8, Ltd. [19021. 2 Ch. 498. 
• Be Badleigh Caftle Gala MIIl6& lIDGO}, 2 Ch. 419. 



The ... 1 ....... shee& must have a summary of the authorized capital, 
the issued capital., the liabilities, and the asseIB. The nature of the 
liabilities and assets and the meihod of arriving at the values of the 
lind assets must be sho1rn.. 

Provision is also made that the ha1ance shee& will show in itemiRd 
form eommissions and dis=ounls on shares and debentures until 
written off (9!iC. 44); loans for the pnrehase of shares by employees 
(9!iC. 45); the n1Ullber and amoun' of my redeemable prefeI'1!11C8 
shares, and the date on ... hich they c:an be redeemed (sec.. 46); par-
ticnlars as m debentures ... hich bue been redeemed, but are avail-
ahIe for reis;ue (sec.. 75); the preliminary expenses, also those for the 
issue of shares until written off (sec.. 124) ; all the debIs of the com
pany ... hich are llIeCIIred by my of its assets (see.. 124); the amount (if 
it can be ascertained) of the goodwill, patents, and trade marks 
(sec.. 124); shares in subsidiarv companies (sec.. :e;); details as to 
the profits and Ioosai of subsidiary companIES (sec.. 126); loans to 
directors or officers, md the total amount of remnneranon paid to 
directors (sec.. 128). 

Two. directors (if there is ooly one, his si","1latnre is snlIicient) 
must Sl,,"1l the ha1ance shee&; there must be attacbed a report of the 
directors, lIS ... ell lIS that of the auditnrs (sec.. l29). lIS m the eon
dition of the company's "airs, the dividends recommended m be 
paid. and the amonnts to be allocated to reserve (sec.. 124). 

ACOOIlIlts of the company. presented and pas;;ed at the annual gen
eral meeting. should be kept m the manner Used by prudent bushess 
men..' Except in the case of the private company. copies of the 
aeronnls must be sent m the shareholders (sec.. 130). 

Every company requires the serviCES of an auditor; be is appointed 
at the annual ge.>eral meeting of the company. H DO appointment is 
made then. the Board of Trade may, upon the application of my 
member of the oompany. make this appomtment (sec.. 132). In gen
eral, the articles will contain a ~~o~. goYl!l'lling the appointment 
of auditors.. Certain persons are ineligible m serve as anditors--a, 
for enmple. directors or otber oIIicers of the company, I.'artners of or 
persons employed by m ollker of the company (except m the case of 
a private company), md eorporations (sec.. 133). 

The dinrlors may appoint the first auditors. wbo may be removed 
by the company in general meeting (sec.. 132). The intention to 
nominate a ~n lIS auditor must be announced. m the company 
14 da~ before the general meeting is to eonvene (sec.. 132). 

Auditors are entitled m have access to the books md paper1l of 
the company; they may even require explanations and all neeessuy 
information from the officers of the company. They may also attend 
the meetings of the company at ... hich the aceounts of their reports 
are being considered (sec.. 134). While the auditor is m olIker of 
the company. be is also a check on the dmlctors, for he is a servant 
of tbe members. His duty is m determine the true financial position 
of tbe company, not merely m examine aecounts and check reee.ipts 
and payments; but he must also ascertain whether or not there was 
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any authorization to make the payments shown in the accounts 
being examined. The auditor must not only check the books, but 
must satisfy himself that they represent the company's true financial 
condition. The auditors must also prepare a report indicating 
whether or not they have been able to obtain all the information 
and explanations required, and whether or not the balance sheet 
has heen properly drawn up (sec. 134). This report, attached to 
the balance sheet, must be read in the general meeting of the com
pany; members are entitled to have copies (see. 129). 

The company cannot by any regulation in its articles limit the 
auditor's duty to report to the shareholders; any resolution enacted 
for that purpose is ultra vires.' The obligations of the auditor 
require him to see that the true financial condition of the company 
is reflected by the books; he must report all material points to the 
shareholders, and if the balance sheet does not show the amount of 
loans to the officers or the remuneration of the directors the report 
of the auditors must include these details as well (sec. 128). The 
auditor must also familiarize himself with his duties under the 
Companies Act and under the articles. Honesty, reasonable skill, 
and care are to be expected of an auditor; failure in these require
ments may result in a suit against him for damages. It is not 
his duty to give advice," but if he observes anything suspicious he 
should follow it through, and he must report to the shareholders! 
The auditor cannot be said to guarantee that the books of the 
company show the true state of the company's affairs. But the 
auditor should see that the moneys and securities of the company 
are actually in its possession or have been deposited with a bank or 
other similar repository for safekeeping.· 

The remuneration of the auditors is decided npon by those who 
have the power of appointment--as, for example" the general meet
ing, the directors, or the Board of Trade (sec. 132}. 

PRIVATE COMPANms 

A private company is one which by its articles restricts the right 
to transfer its shares; limits the number of its members to 50 (not 
including individuals who are or have been in the compan;r.'s em
ploy); and prohibits any invitation to the public to subscrIbe for 
any shares or debentures of the company (sec. 26, Companies Act). 
Jomt holding of one share is considered a single membership. 

In case a private company does not comply with any of the above 
provisions, it is no longer entitled to the privileges of a private 
company. If the failure to comply is due to sufficient cause (such 
as accident or inadvertence), the court may grant relief (sec. 27). 
But if the private company alters its articles so that they no longer 
contain the necessary restrictive provisions, the company, being no 
longer a private company, must deliver, within 14 days, to the Regis. 
trar of Companies a prospectus or statement in lieu of prospectus 
in accordance with the prescribed form (schedule III, Companies 
Act) . 

• Newton v. Bif"nHngMfA BmaU A,... 00. [19001. 2 CII. ST&' 
eRe LtmtJon- Gmaeral BanI! (no. 2) [180:n. 
,. Be King.ttOti CottOfl JHU 00. (no. 2) [la06J.2 Ch. 219. 
·O£t .. BquUoble Ji'ire lnaarcmoe 00. (19"261, Ch. <W7. 
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SHARES 

In practice, the shares of a private company are held by a few in
dividuals who will frequently be found to 00 members of the same 
family. Even when one person holds practically all the shares 
of a company, the legal position of the private company is in most 
respects the same as that of a public company." American business 
enterprises often find it expedient to organize a private company in 
England to distribute their commodities in the British market; as 
only two members are required, the manager and his assistant may 
be the shareholders. 

An important lJ,uestion to be determined is as to whether or not 
the company has ISSUed an invitation to the public to subscribe for 
shares or debentures. The criterion appears to be that the invita· 
tion must have been issued by the company itself'" and to any per
son who may have applied for shares or to a class of people chosen 
as being the most probable subscribers.u 

SPECIAL PRIVILEGES AND PBOVISIONS 

Private companies enjoy certain privileges and are subject to cer
tain, special provisions, among which may be mentioned the fol. 
lowmg: 

1. Two members (Instead of a minimum of seven, 88 in the case ot a public 
company) may organize a private company (see. 1). 

2. BuSiness operations may be started even if the mtnImum subserlptlon has. 
not been subscribed and the directors have not paid the proper proportion OD. 
theIr shares (sec. 94)~ 

8. Shares may be allotted before the minimum subscription Is BtJbscribed 
(see. 89). 

4. No statutory meeting need be held (see. 113). 
6. No prospectus nor statement in lien ot prospectus need be flIed or issued 

(&ec. 40). but If an underwriting commission Is to be paid, a statement In pre
scribed form must be Issued (sec. 43). 

6. Directors are Dot required to deUver to the registrar a eonsent to ~ 
or to sign the memorandum or a contract for their qualification shares (see. 
140). . 

7. No balance sheet need be Included witb the annual summary (sec. 110). 
8. A certltlcate. signed by a director or the secretary. that the company has 

not issued any invitation to the public to snbseribe for shares or debentures, aDd 
• further ""rHO""te (It the total membership exeeeds 50) that such e,...... 
consists of employees or former employees of the eomp&:ny must a«OmP8D7 
the annual list and aummary (aecs. lOS and lll). 

By its articles of association, the private company should provide 
that-

1. The number of Its members (not counting employees and fOrmer employees) 
be Um\ted to 50. 

2. No invitations to the pnbll~ to subscrlbe for ehare8 or debentures be Issued.. 
S. Share warrant8 are not autbOrlzed.. 
4. The transfer of shares Is restricted. 

COMPANIES LIMITED BY GUARANTEE 

In the case of a company limited by guarantee, eacl! member under. 
takes to contribute a certain sum in case the company is wound up; 
therefore, such a company is not obliged to have any capital. The 

-8alo"," Y. BoI$1JfOll US9?). A.C. 22 • 
• BOotA V. )t('1D Afrika.*" Co. [1903]. 1 en. 295. 
u8.\~lJ T. Cc.tKn._ l"ooad : • .spd{OIIt~ LCd. [19011. W.N. 110. 
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memorandum contains a statement of this guarantee, hut need con
tain no statement in regard to the amount of capital. 

No contribution in excess of the amount guaranteed may be re
quired of any member in case the company is wound up. Past mem
ber. of the company may be put on the" B " list. (See p. 47.) 

There is very' little security for persons dealing with a company 
having no capItal as there is no liability on the members until the 
company is wound up; by that time the members may no longer be 
financially responsible. 

Where the company has a capital divided into shares, the amount 
of this capital and the number of shares must be stated in the mem
orandum (sec. 2, Companies Act). 

Upon the allotment of shares, the registrar must be provided 
with a return, in compliance with section 42. (See p. 14.) 

REGISTERED BRANCHES 

When business is to be done in the United Kingdom on a large 
and permanent basis, it may be desirable to register a branch. If 
it is decided to register a branch, certain formalities must be com
plied with: namely, the Registrar of Companies must be supplied 
with a certified coPy of the charter, statutes, or memorandum 
and articles of assoCIation; a list of the directors of the company, to
gether with the particulars regarding each as required for the regis
ter of directors; and the names and addresses of one or more per
sons resident in Great Britain authorized to accept, on behalf fif 
the company, service of process and notices required to be served on 
the compan,. This information must be furmshed to the Registrar 
of CompanIes within 1 month from the time of the establishment 
of a place of business in Great Britain. If any clIange is made in 
the foregoing particulars, the Registrar of Companies is to be 
advised. A certified copy of the charter must be legalized by the 
British consnl having jurisdiction in the territory where the cor
poration was formed. A further requirement is that a combined 
balance sheet (showing the operations of the company and of the 
registered branclI) must be filed each year in the form prescribed for 
companies under the Companies Act (sec. 347). Although the 
theory underlying this requirement is that the American company 
is being taxed on the net profits made in England, the accounts of 
the branch, if correct, will form the basis of its tax assessment. 

Where an American company wishes to sell its goods in England 
without losing its identity, and has no objection to presentin~ its 
balance sheet for the scrutiny of the exchequer, doing busmess 
through a branclI may prove to be the simplest and most effective 
method. Many American companies, 'having begun the marketing 
of their products in England through a branch, have found it advis
able, as their business attained a considerable volume, to organize a. 
separate British company. 

When a company havin~ a. registered branch issues a prospectus 
inviting subscrIptions for lts shares or debentures in Great Britain, 
the country in whiclI the company is incorporated must be stated; 
the name of the compan:y and of the country in which incorporated 
must be displayed conspICUOUsly on every place where it carries on 
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uusiness in Great Britain; all notices, advertisements, billheads, 
letter paper, and publications of the company must show in legible 
characters the name of the company and the country in which incor
porated; if the liability of members of the company is limited, this 
must be stat~d in legible characters in every prospectus issued, and 
in all billbeads, letter paper, notices, advertisements, and all other 
official publications of the company in Great Britain, and must be 
displayed on every place where the company carries on its business 
in that country. 

Jw.y notice or process required to be served on a foreign com· 
panv is considered sufficiently served if addressed to any person 
whoSe name has been delivered to the ~aistrar of Companies and 
left at or sent by mail to the address provided; but M the company 
has failed to deliver to the registrar the name and address of a 
person. resident in Great Britain who is authorized to a.ccept notices 
or service of process on behalf of the company, or if this person is 
dead or absent or refuses to accept service on behalf of the company, 
or cannot be served for any reason, then a document is validly served 
on the company by leaving it at or sending it by mail to any place 
of business established by the company in Great Britain. 

When a branch is registered, whatever documents are to be de
livered to the registrar must be delivered at the registration office in 
England or Scotland, dependent upon whether a place of business 
has Deen established in England or Scotland; if a place of business is 
established in both, then the documents must be delivered to both 
registration offices. If the company ceases to have a place in either 
pIlrt of Great Britain, then notice must be given the Registrar of 
Companies for that part; from the date of such notification, the 
company's obligation to deliver any documents to the registrar for 
that earl is terminated. 

Failure to comply with these provisions renders the company, its 
officers, and agents liable to a fine not to exceed £50, or. in case of a 
continuing offense, £5 per day for every day during which dafault 
continues (sec. 351, Companies Act). 

It should be noted that house-to-house selling of shares (" share
hawking") is prohibited (sec. 356, Companies Act). 

No person may issue, circulate, or distribute in Great Britain any 
prospectus offerin~ shares or debentures, when the company, incor
porated or to be Incorporated outside of Great Britain, whether it 
bas or has not established or will or w,ill not establish a place of 
business in Great Britain, unless before any issue, circulation, or dis
tribution of the prospectus in Great Britain, there has been filed a 
copy, certified by the <'hairman and two other directors of the com
pany as havi~ heen delivered for registration to the Registrar of 
Companies. Tne prospectus must state on its face that a copy has 
heen delivered to the registrar; it must be dated and conform to the 
requirements regarding the Pr<>sP.ectus mentioned in other parts of 
the Companies Act (sec. lI54). {See also p. 9.) 

A foreign company may be wound up by the court if the manage
ment is conducted in England, but not otherwise." 

• R. (1otn.~ .... of I_flia U86S]~ LA 8 •. Ilf. 
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LIQIDDATION 

If the existence of a company is to be terminatea for any reason 
(such as insolvency), it will be wound up. This winding up may be 
accomplished in one of three ways, as follows: (a) Compulsory wmd
ing up by order of the court, (0) winding up under supervision of the 
court and (c) voluntary winding up. A liquidator or liquidators 
must b;; appointed to take charge of the property of the company and 
then apply the assets to the payment of the creditors in proper order, 
distributing the balance among the shareholders according to their 
rights. 

WINDING UP BY THE COURT 

The court will order the compulsory winding up of a company 
(sec. 168, Companies Act) if the company adopts a special resolution 
in favor of winding up; or if the company fails to hold the statutory 
meeting or to file the statutory report in connection with such statu
tory meetin~; or if the company does not commence business within 
a year from lts incorporation or suspends business for a year; or if the 
number of members (in a public company) faUs below 7 (or below 2 
in a private company) ; or if the court is of the opinion that winding 
up is just and equitable;" or, finally, if the company is unable to pay 
its debts. The last-mentioned condition is deemed to exist if a cred
itor, being owed £50 or more by the company, demands payment and 
does not receive same within three weeks; or if an execution on a 
judgment remains unsatisfied; or if it is proved to the satisfaction of 
the court that the company cannot pay its debts (sec. 169, Compauies 
Act,). 

It is not usual for a company to be wound up by the court because 
of the decrease in membership below seven (in a public company); 
the court will, in general, permit the company to wind up its aHairs 
voluntarily. 

The court, when confronted with a petition to wind up a company 
because it is just and equitable, will not act unless. there is some 
special reason for granting such a petition. A deadlock in the COID
pany has been held sufficient reason," as also a plan of reconstruction 
prejudicial to shareholders!" Neither general charges of fraud nor 
fraud toward the outside world (the general public) has ordinarily 
been considered sufficient grounds for the court's intervention;'· 
however, if the whole object of the company is fraudulent, a com
pany will probably be wound up." Reasons similar to those which 
would warrant the dissolution of a partnership will justify the 
winding up of a private company," 

The usual procedure to be followed in bringing about a compul
sory winding up is to present a petition to the court. Creditors or 
contributories, or both, may petition the court, the order being made 
for the benefit of nil (sec. 178 Companies Act). A contributory 
may petition if he is an originai allottee or if the shares have come 

U In "' Blerlot ManufactUring AWorrJft 00. [1917], 32 T.L.R. 253. 
Sf. YetridJfJ Tob«cco Go, (1916) 2 Ch. 426. 
u O0tJ8olttlaf('tJ South Rami M{n"~ Ltd. {l0091. 1 CD .. 491. 
lIJ, R", MetUcal BaU«l/ Oll, [1894]. 1 Ch. 444; Lon®A'" ",uU 8oa.p WorkI; Lt4. {l907]. 

W.N.2114. 
1t Be T. 11. Bri"",,". cI BOM (1897). 1 Ch. 45. 
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to him through the death of a former holder or if the number of 
members, in a. public company, has decreased to less tha.n 7 (2, in 
case of a. private company), but no contributory (except as indica.ted 
a.bove) may petition if he has not held his shares for at least 6 
months during the 18 months preceding the petition. Shareholders 
who are fully paid up may petition, as also members whose calls are 
in a.rrears. Any provision in the articles a.ttempting to deprive a 
member of the right to petition is void.l8 

While the court is not bound to issue the order on a contributory's 
petition, it will generally do so if there is anything which seems to 
require investigation. If the interest of the petitioning contributory 
is very small and the ma.jority of contributories do not wish the 
order made, or if the petition is chsracterized by ba.d faith, the 
court will not order a. winding up." The court may not refuSe to 
make the order because there are no assets (sec. 171, Companies 
A.ct), but this does not mean that a shareholder is entitled to ha.ve 
the company wound up unless there is ~ood rea.son for a. compulsory 
order. Should the company fail to deliver a report to the registrar 
before the statutory meeting, or fail to hold the meeting, a contrib
utory may petition to wind up the company (sees. 168 and 170, 
Companies Act). 

If .. creditor can prove tha.t he has an undisputed debt, and any 
of the conditions are present that are enumerated in section 168 
(see p. 40), the court is obliged to issue the order for a winding up, 
except in certain special circumstances. If the order will do no 
good, or if the majority of the creditors are opposed to it the court 
may refose to make it. The order need not be made imm;!ia.tely and 
the ~tition may be allowed to stand over for a. time." Where the 
credltor's debt is disputed on some suhstantial ground, a winding·up 
order will probably not be made. 

If the principal sum is payable to the debenture·holders direct, 
rather than to the trustees of .. debenture trust deed, the debenture
holder may petition. The ~tition by .. debenture-holder will be r&
fused if the principal sum lS I.'ayable to the trustees. When the in. 
strument evidencing the secunty ~ven to debenture-holders confers 
upon them the power of appointing a receiver, the court will not 
interfere if this power has not been exercised. at 

Tbe assignee of all or part of a debt may petition, but not a 
creditor of a third party who has, by means of a garnishee order, at
taehed a. debt due from the company to the third party. 

Where the creditor's claim is unliquidated, no petition may be 
presented; .. judgment fixing the amount of the debt must first be 
obtained. The creditor's debt does not bave to amount to £50, but the 
court will generally refuse to make the order if the petitioning 
creditor's debt is small; ordinarily, however, £50 is considered to be 
the mininlUm amount to warrant a court order. 

A.ction may be brought. for maliciously petitioning for a winding. 
up order; no special damage need be proved." 

"~('rln 0014 .IIi1tft. l.td. {lS981t. 1 0. 122. 
-IU Mt"tropolUo. Sa!Ofut oaftih,t co. 11859t. 28 L..l. Ch.. 8SO.. 
• He Bnglalrut. Hoi" So. (l86S1. L.R. 8 EQ, ass. 
-Re B.naowtA. Doc:U Co. [1873). l\lt. 11 _Bq. lSL 
• Q ..... BtU 00. •. B,rw [lSS:Jl. l.l Q.B.D. 67"" 
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A foreign company may be wound up only if the management is 
carried on in England .. ' Unregistered companies may be wound up'" 

Proce&ure.-The affidavit of the petitioner must support the peti
tion which is presented in the High Court, or, if the capital of the 
company paid up or credited as paid up lS not more than £10,000 
the 'petition may be presented in the eounty court (sec. 163, Com
pames Act). 

The eourt may dismiss the peti~ion with or without costs, order it 
to stand over, make an order for winding up under supervision of the 
court, make compulsory order for winding ul? the company, or make 
any other order that may be just. If the wmding up is to be com
pulsory, the court appoints a liquidator, who may ask the court to 
settle any question relative to the winding up (sec. 192, Companies 
Act). 

There are certaPi results perceptible from a winding-up order 
which shonld be noted: (a) the winding-up dates from the presenta
tion of the petiti(>n (unless there has been a resolution for It volun
tary winding u'p~ when the effective date is that of the resolution, 
or if preferentIal payments (see p. 2) are to be made, and there 
is no voluntary winding up, the date is that of the order}; (o) all 
transfers of shares or change in the status of members, and all dis
pas,itions of the company's property made between the I?etition and 
the order, are void except on the direction of the court j (c) proceed
ings against the company are discontinued except with the consent 
of the court, and no new proceedings may be commenced' without 
the court's consent j (<I) any distress or execution levied against the 
company's property after winding up has begun is void except inso
far as it is allowed to proceed by order of the court; (e) the powers 
of the directors are terminated, and the order serves as notice to 
servants and officials that their agreements are at an end unless they 
are retained under the direction of the official receiver, who will 
function as provisional liqnidator until another liquidator is ap' 
pointed or until the official receiver himself becomes official 
liquidator. 

Those who are entitled to be heard at the hearing of the petition 
are the company any creditor, and any conttjbutory, 

The petitioneris costs constitute a first charge (if petition is suc
cessful) on the assets of the company available for ordinary credi
tors, but not, for example, on property on which debenture-holders 
have a claim. 

Proceedings in the winding up of a company may be stsyed bv the 
cou~ if there is reason to stay these proceedings (sec, 202, Com
'Pames Act). 

The court orders the company to be dissolved when its affairs are 
completely wound up. The liquidator reports this order to the regis
trar, who enters the fact on the register (sec. 221). The company 
thereafter no longer has any existence. However, within 2 years 
after the dissolution, the court may, UpOB. application by the liqui
dator or other interested party, declare the dissolution to have been 
void j a copy of this order must be delivered to the registrar within 
'1 days (sec. 294). 

-Be Commercial BanAl 011ndkl [18881. L.B. . ., Bq. lilT. 
"Be Victoria BODin, (1913], 1 CA. 187. 
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WINDING UP 'UNDER SUPEBVlSlON OF THE COURT 

When the company passes a. special C1r extraordinary resolution 
to wind up its affairs voluntarily, the court may order that the wind
ing up shall proceed, but subject to the supervision of the court 
(sec_ 256)_ The court may impose such conditions a.nd terms as it 
deems just. The liquidator ma.y then exercise his powers as in a 
voluntary winding up (the sanction of the court being unnecessary), 
but the court may give such directions as seem necessary. It IS 
within the discretion of the court as to whether the order is to be 
made, a.nd what directions are to be IPven the liquidator."" Regard 
may be had by the court as to the WIshes Df the creditors and con
tributories (sec. 288). 

The date of the beginning of the voluntary liquidation is consid
ered to be the commencement of the winding up under supervision. 

There are certain advantages from a winding u,p under supervis
ion; thus, no proceedings can be begun or continued against the 
compan;sr without permission of the court; proceedings in the winding 
up may be stayed by the court, and the latter may appoint an addi-
tional li'l.uidator. . 

While m many respects the effect of an order for winding up under 
supervision and a compulsory winding up is similar, certaiu provis
ions effective upon a compulsory Wlllding up are not applicable 
when the winding up is accomplished under the supervision of the 
court. Among these may be mentioned the requirement that a. state
ment of the company's affairs be submitted to the official receiver, 
and that the latter make a report to the court; many of the provis
ions relative to liquidators (see p. 46) and those dealing WIth the 
appointment of a committee of inspection and special managers, 
and the public examination of promoters, directors, or other officers 
of the compa.ny. -

VOLtJNTAIlY WINDING tl'P 

A company may be wound up voluntary in a.ny 1 of 3 ways under 
the terms of the Compa.nies Act (sec. 225): (l) When the period 
fixed for the life of the company has come to an end or an event takes 
place upon the happening of which the company's regulations require 
that it be wound up and an ordinary resolution has been passed in 
general meeting for this purpose; (2) when the company, for any 
reason, has passed a special resolution requiring the company to be 
wound up voluntarily; (3) when the company has adopted an 
extraordinary resolution tha.t, because of its liabilIties it cannot carry 
on its business, and it is deemed advisable to wind up the company. 

Winding up by membBrB.-In a voluntary winding up, the com
pany a.nd its creditors are left to settle their aifairs without report 
to the court, but every facility is provided for applying to the court 
in case this should prove necessary. Such a winding up dates from 
the time of the passage of the resolution authorizing the winding up 
{sec. 227). 

From the beginning of the winding up, the company ceases to carry 
on its business, except for the purpose of benefiCIal winding u p_ 

(~ 
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Until completely dissolved, the company continues to exist as a cor
porate entity. No transfers of shares will be valid. unless the liqui
dator's sanction is obtained (sec. 229) ; there is no prohibition upon 
transfers of debentures. No alteration in the status of members 
is permitted.. . . 

According to the Comparues Act (sec. 230), a ma]onty of the 
directors, the company being silent, may make and deliver to the 
Registrar of Companies a statutory declaration to the effect that 
in their opinion the company will be able to pay its debts in full 
within 12 months. 

At a general meeting the company appoints a liquidator and 
fixes his remuneration. The powers of the directors cease upon 
appointment of the liquidator, except insofar as the company (at a 
general meeting) or the liquidator sanction their continuance (sec. 
232). Should the office of liquidator become vacant, the company, 
in general meeting, may fill the vacancy; any contributory may 
summon the meeting (sec. 233)_ In case the winding up takes 
longer than a year, the liquidator must call a" general meeting of 
the company each year and present.an account (sec. 235). 

The liquidator must prepare a final account and hold a general 
meeting (" final meeting") of the company when the company's 
atl'airs are fully wound up. This meeting must be advertised in the 
Gazette. The liquidator must send the registrar a coPy of the 
accounts and make a return of the holding of the meetmg within 
one week after the final meeting. The accounts and returns are 
registered (by the registrar), and three months after the date of 
registration the company is dissolved (sec. 236). The procedure 
described in the preceding paragraphs is that of a member's volun
tary winding up of a company. 

W ifUlillg up Oy credi.t01'8.-Another form of voluntary winding up 
is that instituted by the creditors of a company. ThIS is the case 
where no declaration of solvency has heen made, and the company 
must summon a meeting of the creditors for the same day as the 
meeting at which the resolution for voluntary winding up is to be 
presented, or the next day thereafter. An advertisement of this 
meeting must be inserted in the Gazette. The directors are obliged 
to present to the creditors' meeting a statement of the financial posi
tion of the company, with a list of its creditors (sec. 238, Com
panies Act). 

Both the company and the creditors may name a liquidator, but the 
creditors' choice will prevaill subject to an application to the court 
(sec. 239), A COIIl1D.ltteeot inspection may be appointed by the 
creditors (at their meeting); the company may appoint not more 
than five members (acceptable to the creditors) to this committee 
(sec. 240). Either the creditors or the committee of inspection may 
llx the remuneration of the liquidator. Powers of directors cease 
upon the apf0intment of a liquidator uuless the creditors or the 
committee 0 inspection authorizes their continuance (sec. 241). 
Creditors will fill any vacancy that may occur (sec. 2402). 

A general meeting of the company and a creditors' m<!eting ID11»--t 
be called by the liquidator each year if the winding up takes more 
than a year; an account must be presented before each meeting. 
When the companys' affairs are completely wound up, final meetings 
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of the company and creditors are held (after advertisement in the 
Gazette) at which the liquidator presents the account he has made 
up. Within 1 week after these meetings the liquidator must send 
to the registrar a copy of the account and a return, which are reg
istered: 3 months after this registration the company is dissolved 
(sec. 245). 

8pecWl OJ' ~ramvlinary resoZtdion.-AJI advertisement giving 
notice of the special or extraordinary resolution to wind up a com
pany must be inserted in the London Gazette within 7 days. Subject 
to being utilized first in the satisfaction of the company's liabilities 
(sec. 226) pari passu, its ~roperty is distributed among the members. 
The liqUIdator may exercISe the powers of a liquidator appointed by 
the court (sec. 248). The list of contributors is determmed by the 
liquidator and constitutes prima facie evidence of their liability. 
The liquidator pays the debts of the company and settles the rights of 
the contributones among themselves." 

AJIy creditor or contributory or the liquidator may apply to the 
court (sec. 252) as in a winding up by the court; the jurisdiction of 
the court is then about the same as on a winding up by the court. 

In case it is desirable to keep the comI.'any in existence for more 
than 3 months after the final meeting, this may be accomplished by 
.an order deferring the date of dissolution, or the dissolution may be 
declared void by the court (sec. 294). Expenses properly incurred 
in winding up (including the liquidator's remuneration) are payable 
.out of the assets of the company in priority to all other claims (sec. 
254). 

In spite of the fact that a voluntary winding up has been initiated, 
a CredItor has the right to a winding up by the court (sec. 255). 

The petition of a contributory for a compulsory winding up order 
,will not be granted hy the court as a rule, unless the voluntary 
winding up is fraudulent, or there are suspicious circumstances 
.connected therewith, or a thorough investigation is necessary. How
ever, if the contributory's interest would be prejudiced by a volun
tary winding up, the court has full discretion to make the order 
for a compUlsory winding up (sec. 255)."' 

The court will adopt all the previous proceedings (except in case 
·of fraud or mistake) in case of a voluntary winding: uI.' when it 
makes an order for a compulsory winding up; the be,,"mrung of the 
winding uI.' dates from the adoption of the resolution authorizing 
it (sec. 175). 

The company may make arrangements with its creditors in the 
·course of voluntary liquidation (sec. 251) and the arrangement is 
hinding on the company if sanctioned by an extraordinary resolu
tion and on the creditors if acceded to by three quarters in number 
and value of the creditors. Such arrangement is subject to appeal 
to the court (sec. 251). Arrangements may be made between the 
.companyand its creditors (under section 153) whether the company 
is being wound up or not., -, For this purpose, the court may call 
meetings of members and creditors, or classes of these, and may de-
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clare an arrangement binding if confirmed by a majority in num
ber representing three fourtns of the creditors or ,members present 
(in person or by proxy) and voting at the meeting (see. Hill).'" 

Even if there is no dispute to compromise, such an arrangement 
maybe made.'· 

LIQUIDATORS 

The court may appoint one or more liquidators to conduct the 
proceedings in winding up a company and to perform such duties 
in that connection as the court may impose. A liquidator may be ap
pointed provisionally (bT the court) at any time after the presenta
tion of a winding-up petItion. The official receiver or any other suit
able ~son may be appointed in this capacity at any time before the 
winding-up order is made, when the proceedings are in England; 
if in Scotland, a provisional li<Juidator may be appointed any time 
up to the first appointment of liquidators (sec. 184 Companies Act). 

When the winding-up order is made, the official receIver becomes 
provisional liquidator of th& company. The official receiver sum
mons separate meetings of the creditors and contributories to decide 
whether application shall be made to the court to appoint a liquidator 
and a committ&e of inspection. Where a committee of inspection is 
appointed, the liquidator is subject (as to certain matters) to its 
control; if there is no committee, then he is subj&Ct to control (in a 
similar way) by the Board of Trade. The committee of insp&etioD is 
composed of creditors and contributories or their attorneys. The 
numbers of each are fixed by agr&ement or by th& court. This com
mittee meets at least once a month, and a majority of its members 
constitute a quorum. Any member or the liquidator may summon a 
meeting. 

Application may be made to the court by the official receiver 
(actmg as liquidator) to appoint a special manager if he believes 
the interests of the creditors or contributories or the business of the 
company require it. Th& special manager has the powers of an or
dinary receiver and manager, or such other powers as the court may 
give him. His remuneration is fixed by the court, and he is required 
to give security. 

The Registrar of Companies must be notified by a liquidator 
(other than the official receiver) of the latter's appointment and 
must give security in the prescribed manner to the satisfaction of 
the Board of Trade (sec. 186). Until these requirements have been 
complied with, the person appointed as liquidator may not act in 
that ca~acity. The official receiver presents an account (of the 
liquidation) to the liquidator. A corporation may not act as liqui
dator (sec. 278). 

The remuneration of the liquidator is fixed by the court. A 
liquidator may resign or, upon cause being shown, may be removed 
by the court. A contributory or a creditor may apply for the liqui
dator's removal." The official receiver becomes the liquidator in 
case that office becomes vacant. 

All the property of the company is taken into custody by the 
liquidator, but th~ property does not vest in the latter upon his 

• RfJ !'fI'tJ C/arfJOnltlo", Lt4. (19041!,. 1 Cb. 12. 
sa Gvtwd4an. A~RUf'tmce 00,/ LttJ.. !Ittl'l) ... J. .... 0. 4S1 . 
• Bo 11610 tie Kaap, Ltd.. L1908], 1 Ch. ~. 
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appointment. The court. may make an order vesting in the liqui
dator any or all of the company's property (sec. 190). The liqui
dator represents both the company and its creditors, and is trustee 
for all who were creditors at the date of the win~ up. 

The liquidator's powers may be enumerated briefly as follows 
(when he has the sanction of the court. or of the committee of inspec
tion) : 

1. To bring or defend actions, or other legal proeeedIDgs, In tile name and on 
behalf of tile company. 

2. To conduct the business of the company insofar as is necessary tor a 
beneficial winding up.n 

3. To engage tile services of a aol1e1tor or otller agent to Initiate proceedlngs 
or to do business which tile Uquldator Is unable to do himself. 

4. To arrange compromlsea witb debtors, <redllnrs, and contributories. 
o. To pay o1'f any ctasa of <redltors In fUll. 

The liquidator may, without the sanction of court. or committee, 
in whole or in part.: 

1. Sell the property of the company, by pubUc auction or private contract, 
to any person or company. 

2. Execute deeds, receipta and documents, using the seal of tile compsny 
when necessary, in the name of the company. 

S. Prove and claim in the ~ptcy of any contributory. 
4. Draw. make,. aece~ and endorse bills of exchange and promlssor,Y notes 

in the name and on beba1t of the company. 
5. Borrow money n ...... ry and charge the company's assets as _ty. 
6. Take the necessary steps to obtsln payment from tile eatsto of a con· 

tributory, I.e ... take oat letters of administration.. 
7. Snmmon meetings of <redltors aad contributories. aDd do all other things 

neceasary to wind up the company and distribute the assets. 

The court. has certain powers in winding up companies which are 
generally exercised by the liquidator, who is an officer and under its 
control. A summary of these powers follows: 

1. Holding meetings of creditors and eontrlbutorles to ascertain their wlshea 
2. Preps ring and .. ttUng lists of contrlbutorles and rectif.yIng the register 

ot members where necessary. 
S. Making calls. 
4. FlsIng a time witbln which creditors mnst prove their clulms or be 

debarred from remedy against the COIDpany. 

Geuerally there are two lists of contributories. On one list (the 
A list) will \,; found the names of those liable to make contribution 
as present members, on the other (the B list) will be found those 
who have ceased to be members within 1 year of the winding up. 
The lists are p'rima facie evidence. The B list need not be finally 
drawn up until it appears that the contributories on the A list (the 
present members) are unable to pay the debts. 

The liquidator may make an immediate call, although by the 
terms of the allotment, calIs are only J:'ayable by installmeut. The 
company's ri&ht to make calls under Its a"areement is replaced by 
the liqUIdator's statutory right." 

With permission of the court, the liquidator may disclaim his 
right to take OVer property subject to liabilities or land subject to 
encumbrances, such as burdensome covenants, or shares, or unprofit. 
able contracts. Unless the.court. extends the time, this must be done 
within 12 months of the beginning of the winding up (see. 261, 
Companies Act). 
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The liquidator being in the position of a trustee ,fOE the creditors 
of tbe compan'l and in a fiduciary relationship to the contribu
tories, his chie duty is the recovery of all property belonging to 
the company, the payment of debts, and the distribution of the 
balance, if any, among the contributories." If the liquidator dis
tributes all the property, allowing the property to be dissolved 
without paying the creditors, or if he pays the wrong parties by 
mistake, he may be liable for negligence'" In any case of doubt, 
the liquidator should protect himself by applying to the court for 
instructions. 

When there is a " members' voluntary winding up " the company 
in general meeting appoints the liquidators (sec. 232, Companies 
Act). A special resolution to this effect is not necessary; special 
notice of the intention to appoint liquidators need not be given,s, 
Should a vacancy occur in the office of liquidator, a general meeting 
of the company may be called by any contributory to fill the vacancy 
(sec. 233, Companies Act). ' 

In a " creditors' voluntary winding up " the meeting of members 
and creditors (called by the company) may each name a liquidator; 
in the event of controversy, the creditors' appointee will be the liqui
dator, subject to an application to the court. 

Should the appointment of a liquidator prove defective, he cannot 
sue for his remuneration. But he may claim reasonable compensa
tion if the new liquidator or the company should utilize his services." 

In a voluntary winding up, the liquidator is not subject to the 
same degree of control by the Board of Trade as a liquidator in a 
compulsory winding up. Nevertheless, he is required to furnish the 
board with accounts and particulars as to the moneys in his hands if 
directed to do so by the board and it may audit his books. 

The liquidator must keep proper books in which a record is kept 
of the progress of the liquidatlOn. Books of account are also re
quired, and twice each year (in a compulsory winding up), he must 
submit an account of his receipts and expenditures in prescribed 
form to the Board of Trade. The board audits this account, keeps one 
copy, and files another with the court. 

The liquidator pays all moneys received by him into the com
panies liquidation account in the Bank of England. He may not 
retain in his hands sums in excess of £/)0 for more than 10 da:ys 
unless authorized to do so by the Board of Trade; should he retam 
more'than £50, he may be required to pay interest at the rate of 20 
percent per annum on the excess, he may be dismissed from office, 
or his remuneration may be disallowed. 

The court may remove a liquidator appointed by it, or one who 
has been continued in office under a supervision order. The court 
may also appoint a new liquidator to fill a vacancy caused by such 
a removal, or where a vacancy results from death or resignation. If 
there is a vacancy in the office of liquidator appointed by the com
pany in a voluntary winding up, the company in general meeting 
may, subject to any arrangement with the creditors, fill such a 
vacancy • 
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IL DOING BUSINESS 

Severa] methods of operation are available to those seeking to 
make the United Kingdom a markef; for their~' If the trade 
is carried on with, in contradistinction to within G .... at Britain. no 
tax liability will be inClll'I'ed. The precise line of de~tion be
tween what constitutes doing business '" with " and doing businESS 
" within" is often hard to draw, but there are certain criteria of 
liabilitv which have become time honored in their acceptance and 
usage, and which ..... therefore presented hexe.. 

F'IXlNG TAX I UBUJTY 

The place where the contract was made, where the goods were 
delivered, and where payment was made are three of the most impor
tant considerations inJInencing the decision of the Board of Inland 
Revenue in fixing tax liability. When the order for ~ is ""nt 
to the United Stat .... filled there, ....at direct to the British customer, 
and payment made to the American vendor, no liability to British 
tax is inCIll'I'ed. This is also the rnle when an American company 
sends a traveling salesman to England to display samplos to pros
pective purchasers and to solicit orden! which are subject to the 
acceptance of the American company. Even simpler is the case of 
the Am~rican company in the Gnited States receiving a letter or 
cable order from an English customer and shipping the ~ f.o.b. 
United States, then drawing a draft on the buyer. This IS an illus
tration of doing businESS .. with" Great Britain. and the British au
thorities ..... not concerned with the possible profit of the American 
company. Should the American company establish a branch or an 
agent in the "C"nited Kingdom, assuming that the .~t does business 
in the companv's name. then the company is regarded as doing bus
iness .. within " Great Britain and should register in the office of the 
Registrar of Companies and should pay taxes on net profits derived 
from British sources.. 

There is, however, a ~ht zone of tax liability for which it is 
impossible to lav down any hard and fast rnles. An excel.lent case 
of doubtful liability to tax is presented by ambiguous agency rela
tionships; in such instances the real facts will determine tax liability. 
While the fundamental theory is that everyone, whether a resident 
of G .... "t Britain or not, who trades within that country is liable 
to the income tax, it is specifically provided that a nonresident shall 
not be chargeable to income tax in the name of a broker (or general 
commission agent) even thou¢> the broker acts re",<TUlarly as such 
for the nonresident, provided that the broker carries on a bona fide 

1 la «IU~ IH p~. or .. ~ ~ l1li Great Britabl It II: aotflMrthy nat 
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broker~e business in Great Britian or Northern Ireland and that 
he receIVes a remuneration for his services at a. rate that is not 
less than is customary in the class of business in question (sec. 17, 
Finance Act of 1925). Agents doing business for a foreign prin
ci pal are still liable in his behalf. 

METHODS OF DOING BUSINESS 

Marketing in England by means of direct sales, either to the 
individual customer himself, to a British importing house, to a 
broker, or to a general commission agent, entails no tax liability. 
The American company may register a branch office or organize a. 
subsidiary comvany under the British Companies Act of 1929 if 
the business bemg done warrants such a step; in either ease, the 
tax problem will be encountered. 
If goods are to be disposed of on a large scale, they may be sold 

to a. reputable English importing concern for ultimate distribution. 
A method providing more complete control is the formation of a. 
private limited-liability company to which the goods may be sold 
by the American company; marketing service in England may tben 
be left entirely to the former. The British priva.te company would 
then "pay taxes only on its own net profits. Of course, a. tax must 
be paId on dividends distributed to the American parent company; 
this tax is withheld at source. 

CONSIGNMENT AND AGENTS 

Sale on consignment to a broker is used to a. considerable extent 
for raw materials and bulk commodities such as cotton, but is 
rarely used for perishable or manufactured goods which cannot al
ways be disposed of 9uickly and on which warehouse cha.rges are 
high. Banks are not mclined to extend credit on the basis of docu
ments covering such goods when they are consigned, as they may not 
be sold in time to meet payments. As shipments to brokers are not 
generally made except on cabled advices, given when the broker 
has either a definite offer or possible sale in view, this method is not 
considered practicable for the introduction of a. manufa.ctured a.rticle 
to the British market. 

Should the American exporter wish to test the English market, 
he may send a. traveling salesman to solicit orders subject to accept
ance by the American principal. It has often been found expedient 
to employ an English agent on a commission basis; he may be repre
senting a. nU!lllber of noncompetitive lines, in which case, although 
carrying on the business in his own name, he obtains orders for the 
a.ccount of his principal in the United Stat<lS which are filled by 
direct shipment to the customer. The principal should not, under 
this arrangement be subject to taxa.tlon. 

If resort is haa to the services of an exclusive agent, the question 
of the principal's liability to the British income tax is involved. 
In any case, the agent is liable on his commissions or salary. No 
doubt remains that the agent will be held liable in behalf of his 
principal if the name of the American princIpal is prominently 
displayed at the place of business and if the agent is closing con-
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tracts or selling goods out of the stock shipped to him by the prin
cipal. As a matter of fact, the principal would then be regarded 
as conducting a branch establishment in England, and it would be 
necessary to register and file certain documents with the Registrar 
of Compauies. (See p. 1.) 

THE REGISTERED BRANCH 

When the business to be done in the Uuited Kingdom is on a large 
and permanent basis, it may become desirable to register a branch or 
to form a British company. If it is decided to register a branch, cer
tain formalities must be complied with. The Registrer of Com
panies must be supplied with a certified copy of the charter, statutes. 
or memorandum, and articles of association; a list of the directors 
of the~mpany, together with the partiCUlars regarding each required 
for the register of directors; and the names and addresses of one or 
more persons resident in Great Britain authorized to accept, on behalf 
of the compa.ny, service of process a.nd notices required to be served on 
the company. This information must be furnished to the ReJ6strar 
of Compames within 1 month from the time of the establiShment 
of a place of business in Great Britain. If any change is made in the 
above-mentioned particUlars, the Registrar of Companies is to be 
advised. A· certified copy of the charter must be legalized by the 
British consul having jurisdiction in the territory where the corpora
tion is formed. A further requirement is that a combined balance 
sheet (showing the operations of the company and of the registered 
branch) must be filed each year. Although the theory underlying 
this requirement is that the American company is being taxes on the 
net profits made in England, the accounts of the branch, if correct, 
will form the basis of its tax assessment. Where an American com
pany wishes to sell its goods in En~land without losing its identity 
and has no objection to presenting lts balance sheet for the scrutiny 
of the exchequer, doing business through a branch may prove to be 
the simplest and most effective method. 

THE BRITISH COMPANY 

Many American companies, having begun the marketing of their 
products in England through a branch, have found it advisable, as 
their business ettained a considerable volume, to organize a separate 
British company." 

No company, association, or partnership consisting of more than 
20 persons may be formed for business purposes unless registered as 
a company under the Companies Act. 

One of the real advantsges of organizing a British company is 
that such a company is a British subject enjoying the benefits of 
full-fledged membershi'l in the British business community. Fur
thermore, no powers 0 attorney are necessary for the British com
pany to make contracts and enter into other transactions, as is the 
case where a representative is sent to open a branch • 

• SPt!rlmitn fOrma of the memoranda and articlel of auoclatloD or various 't3Pea ot 
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The dete~ination of taxable profits from business carried on in 
England is much simpler when a separate corporate entity has 
been organized. The tax will be levied on the pi-ofits of the sub
sidiary company, and, although dividends are paid to the parent 
company, the tax payable thereon will be withheld at source. 

A manifest objection that may be raised against the formation 
of a British company is the initial registration fee, which varies 
with the size of the capital. 

MOST ADVANTAGEOUS TYPES 

As a rule, two types of companies seem to offer the greatest 
advantages: (1) the public company limited by shares, and (2) the 
private limited-liability company. The essential differences between 
these two types of corporate organization are that a public company 
must have at least seven founders, but there is no maximum limIt 
on its membership and its shares are negotiable on the market. 
A private company need have only two found\lrs, but it must limit 
the number of its members (exclusive of persons employed by the 
company) to 50. Its articles must restrict the right to transfer its 
shares and must prohibit any invitation to the public to subscribe 
for any shares or debentures of the company. There is no limita
tion as to the nationality of the founders of either type of company. 

Care should be taken in selecting a British company for sales pro
motion on an agency basis in the United Kingdom to scrutinize 
outstanding obligations, particularly debentures and the terms on 
which these were issued. Debenture-holders, having a prior lien 
on the company's assets, may be given the right to appoint a re
ceiver for the company in case it should become insolvent. Payment 
of the debentures, as prior liens, may exhaust all assets and leave 
the general creditors with unsatisfied clainIs. 

TAXES AND FEES 

Foreign companies established in England have occasionally 
attempted to deprive the British Government of legitimate revenue 
by invoicing goods to the branch or subsidiary company at so high 
a cost that the selling profit is barely enough to cover the expenses 
of distribution. The tax authorities, having a wide range of exper
ience in this and similar methods of concealing true profits, are 
quick to suspect and discover such practices. When such an attempt 
is made the Collector of Inland Revenue may estimate how much 
profit a business of a particular kind should make; the tax author
Ities may then assess the foreigner at an arbitrarily high figure which 
may be reduced when the correct amounts are submitted, but the 
burden of proof will rest upon the taxpayer. 

The standard rate of British income tax on companies is 5 shil
lings in the pound sterlin 0' (1933). 
If any kind of annu;'i mterest, annuity, patent or copyright 

royalty, or the other annual payment is due from British sources to a 
person resident in the United States, he receives the amount due 
less deduction of the appropriate standard rate of income tax. 
Where the British debtor makes such payment out of his own profits 
because of its not being allowed as a business expense, the rate de-
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ductible is that in fone when the amount payable become< due. 
If the annual payment is IHJt made out of the debtors • ble 
profits. as in the rase of eopyrigta royalti~ nome;;ideDis, 
the rate in force at time of payment will be 

When a British printe or publie company is ~e..,.}, ~ 
duties are payable both acrording to the amount of ill; capital and 
attOI'ding to the natun! and number of the dommenls filed.. A 
prin'" company is one that limits ill; meJIlber.;hip to 00, doe; not 
oller any of its shares for public sobseri~1III, and p},u,es • restric
tion on the transfer of its Sbare;. A P . company is comparable 
to an American eorporatioD in which the publie holds a large pr0-
portion of the shares. 

The more important dommenls that most be fi1ed by a British 
private company and the fees payable in l""fl'ld to them are indi
cated in the following paragraphs: .e .... ~ of « •• firAL, This dotGiiidit mast bear • 1(HJill.1iDc deed 
stamp aDd Is _jed to __ ~tiou M _p"", the basis of the 
.... inaJ mphal mIi!IltiODed tIlereia. Tbe latter tee Is padD:ated trc.a £! OD a 
..... taI _ esree<Iin!:" i2b:8 to. __ .... of £liO .. _ the .. pital is £525._ 
cor....-e. Tbis fee is paid _ the _iDal <apltal _ ._ ...... to the 

.-1- apItaL An_ ,., « W-. Tbis __ mast _ • llkllilllD!r __ 
aDd • _II!~ ~tiou fee __ 

_ ,_ '" " "'III ..,uaL-la additioa to the _ aDd M -.... _ 
_ be iIlIpn!s>ed .. _ ... _ of <apital the lUI ..- SbmP dulY of 
1 _ of __ mal -... eapiIaI.. As Ia the ..... of the fti:btta-
tIoD """ this dulY Is poyabIe ____ of the _!gel -... <apibll as au---. Ti_ n!@anItD the __ spIbJl. 

01_ fNa,-1D addia. to the t .... ___ • prUate_..-
...,. • M of 5 "'!!Imp __ of the~: (a) Noti<e of BillDtiGo of 
l'egisIeftd _: (.) ... _ ~ _: (e) dedamtl,.. of ..... 
pIiJlJo<e willi tile _: t 41) for tile .q;isIe<bc of __ duc_t IIJld for 
.umc. -.I of _ hd:. 

The rates of the ad valOl1!lll fee payable on the registntion of a 
company with a slum. capital are: (a) Where the amount of the 
nomina! share capital doe; not eneed ~OOO, the fee is £2 (mini
mum); nominal capital £3,000, fee £2; nominal capital u,ooo, fee £4; 
nominal capital £5,OOOl fee £5; thereafter progressing by 1> shilling1l 
for e~ £1.000 of caPltal after the fust £3,000 IIJ' to £100,000 (when 
the fee IS f28 15s..). and by 1 shj!ling for eTe? n,000 after the fust 
£100,000 up to 1:5"5,000, whieh takes the mn1mum fee of £50. 

In addition to the fees mentioned above, a public company most 
pay • fee of :; shillings on eaeh of the following: 

1.. list of persons who have eonsented to a.s as directors.. 
2. C<lII51l!Ill to act in writing of director.; appointed by the articles. 
3. Contract by any directors who are named in the articles and 

are reqnired therebv to bold shares as a qualification and to take 
and pay for those shares.. 
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4. Copy of the prospectus that is to be issued, containing the pre
scribed particulars, duly dated, and signed by every person named 
therein as a director or proposed director or by his 'agent authorized 
in writing. If no prospectus is to be issued, a statement in lieu of 
prospectus must be filed. 

INCREASE OF CAPITA4 REGISTRATION OP MORTGAGESs ETC. 

Where the share capital is increased after the first registration of 
the company the same fees are payable per £1,000 or fraction as 
would have been payable if such increased capital had formed part 
of the original share capital at the time of registration, provIded 
no company becomes liable to pay in respect of nominal share capital 
any greater fee than £50, taking into account in the case of fees pay
able on an increase of share capital after registration the fees paid 
on registration. Both the registration fees and the ad valorem stamp 
duty of 1 percent must be paid within 15 days after the resolution 
authorizing the increase; otherwise interest is payable at the rate of 5 
percent per year on the sum due. There is also a recording fee of 
5 shillings. 

Where any mortJ!:age, charge, or debenture created by a company 
is registered and tlie amount thereof does not exceed £200, the fee 
is 10 shillings; where the amount exceeds £200, the fee is £1. For 
registering particulars of a series of debentures created by a com
pany, where the total amount secured by the whole series does not 
exceed £200 the fee is 10 shillings; where it does exceed £200 the fee 
is £1. 

DOUBLE-TAX RELIEF UNDER UNITED STATES REVENUE ACf 

After having paid taxes to the British Government, as shown in 
the following pages, the income from trade, investments, or other 
sources in the United Kingdom must subsequently be included in 
the total income of the American recipient for the purposes ,of the 
United States income tax. 

Double taxation does not result, however, because relief is granted 
under the United States Revenue Act of June 6, 1932, by a system of 
credits to be taken against the American tax in respect of the foreign 
tax on income from sources without the United States. 

The general rule which prevails throughout this act is that the 
Treasury of the United States renounces its tax in favor of the 
country of origin, either through a credit against the American tax 
or through an exemption. . 

The exemption referred to is granted, in respect of compensation 
received for services rendered aoroad, to citizens who are outside of 
the United States for a period greater than 6 months, unless such 
citizens are employed by the United Stat~$ Government or any of 
its agencies; there is also an exemption when a certain portion of 
the income IS obtained from American possessions and not received 
in the United States. 

CREDIT FOR TAXES PAID TO POLITICAL SUBDIVISIONS 

Section 131 (a) permits the taking of credit against the United 
States tax, payable by a citizen or domestic corporation on total net 
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income, for all or a part of the income, war-profits, and excess-profits 
taxes paid or aeemed during the taxable year to 8IIY foreign govern
ment or to a possession of the United States. The term "United 
States" as used in the act includes only the States, the Territories of 
Alaska and Hawaii, and the District of Columbia. The tSI credit 
IDS., be taken IIOt only for tBIes paid to the government of a sov
ereI"atl state, such as the German Reich or Switzerland, but to all 
political entities inclnded therein, as. for example, the Linder of 
Germany or the c.ntons of Switzerland. The question of taking a 
tax credit for tans paid to component political entities of foreJgIl 
states was highly eontroversial until finall'l settled by the Snpreme 
Court of the United States in the case 0 Chicago Ptirlrait Co. v. 
II ";~d StaUB.' 

The entire foreign tax paid on income derived from sources with
out the United States IDSy be credited against the American tax if 
the rate of the foreign tax is equal to or less than that payable to the 
United States on such foreign income, according to the terms of 
section 131 (a) (1) and (b). 

An American eorporation may claim credit against the tax dne 
from it to the American Government in re>pect of a certain propor
tion of the tax which a foreign subsidiary pays on its own profits in 
the country in which it is situated, according to section 131 (f), as 
illustrated by the following hypothetical case: 

AD AmerieaD ""'1'Oftti!lll luning a bran<b In the United Kingdom, or Bhan!s 
In a Bri.- ""_ paying 25 pe....m In that eoUDtry OIl prolIts or dividends. 
Reed pay oaly _ to the United States on !ts American IDmme. It Is Important 
to DOte that the """""" ~ the Bl1tish _ over the credit allowed 110 longoer I!l87 
be _ ... a ded_ I as .... formert:r the """,,). It. -.,..er. the i><"andl18 
in • eoGDtry baring • lower rate, &UC:b: as Canada, for e:mmple.. where the eor
ponotl .... tall: III 11 pettent {1m2]. ~er With a li-percent surtax 011 the tu 
payable OR In<ome of ~OOO and _ the AmerI<an """'P8D:r must pay to the 
United State8 Tr<!M8lT the dllf_ bot_ the Amer\ean rate of 13* pe.
__ tile ~ .. te on the Ineome ill quemon. The Ameri<lUl eompany. 
eousequent17. wtll pay the -.me &mOmlt of tax as tbongh its business operatiODB 
llad _ canIed "" entire\7 In the _ market. 

If this corporation has a subsidiary company in a foreign country 
and it owns a majority of its stock, it may credit against the United 
States tBI on ineome from all sources (including dividends from 
this subsidiarv) a c:ertain portion of the tax which the subsidiary 
paid to the foreign government on its profits hefure distribnting 
dividends. Consolidated returns subject the corporate income to a 
hiooher tax rate, namely. 14¥.a pe~t. 

'Should the American corporation have a subsidiary in countries 
sucll as Canada and Italy, whieh im!","" no divideJI.d tax, credit will 
be claimed under section 131 (a) (1), in accordance with the provi
sions of section 131 (f), in re>pect of the subsidiary's profits tax 
when the latter distnl>ntes dividends in the parent corporation.. 
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CREDl'l' AGAINST TAX LIMITED 

In computing the credit for foreign income taxeS! it is essential 
to take into account the limitations in section 131 (b), which readsl in substance, that the amount of credit in respect of the tax paia. 
or accrued to any country may not exceed the same proportion of 
the tax against which such credit is taken, which the taxpayer's net 
income from sources within such country bears to his entire net 
income for the same taxable year; and, furthermore, that the credit 
shall not exceed the same proportion of the tax against which such 
credit is taken which the taxpayer's net income from sources without 
the United States bears to its entire net income for the same tax
able year. The foreign tax credit, therefore, must be computed 
separately for each country, a.nd may not exceed the amount of tax 
payable on that income in this country, namely 13%, percent. 

According to section 23, the taxpayer is required to elect whether 
he wishes to take a tax credit or a deduction for taxes paid in for
eign countries and possessions of the United States; in no case may 
he have both, as was the case un4er the Revenue Act of 1928. 

COMPUTATION OF CREDIT FOR FOREIGN INCOMR TAX , 

In determining the amount of tax payable to the United States, 
the credit for taxes paid to foreign governments is computed first, 
using for this purpose a tax rate not in excess of the IS%, percent, 
tax levied in the United States. In other words, if the foreign 
tax rate is in excess of I3%, percent, the credit taken may not be 
greater than 13%, percent of the foreign income. If, however, the 
America.n comI?any decides that it will be of greater benefit to take 
deductions agamst income for taxes paid abroad, no credit may be 
taken. For companies doing business on a cash and not on an 
accrual basis, the usual proceedure is to take the total net income 
and multiply it by the rate of the American tax, and then to total 
the tax credits arrived at by multiplying the foreign income from 
the various countries in which earned by the respective tax rates 
which these countries apply (in no case may the tax credit on any 
such income exceed I3%, percent of said income); the total tax 
credits are then subtracted from the total tax payable if no tax 
credits were allowed. This credit is granted in respect of taxes 
borne directly by the American taxpayer, whether individual or 
corporation. When the deduction method is employed, all the taxes 
paid abroad, regardless of whether they are higher than the Amer
lCan tax rate, are added together and the total is subtracted from 
the American company's income from all sources. . 

EXEMPTION OF INCOHB FROH POSSESSIONS 

Domestic corporations and citizens of the United States deriving 
income from its possessions (including Puerto Rico, the Philippine 
Islands, and the Canal zone, but not the Virgin Islands) are 
exempt from American tax in respect of income from outside sources, 
provided this income is not received in the United States, and-

(1) If 80 percent or more at the gross Income of such citizen or domesti" 
corporation (computed without the benefit of this section) for the S-year period 
Immediately preceding the close of the tanbl" year {or for such part of such 
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period immediately preeedlng the close of such taxable year as may be appn
cable) was derived from sources within a possession of the United States; and 

(2) If, In the case of such corporation, 50 percent or more of its gross ineome 
{computed Without tbe benefit of this section) :for such period or such part 
thereof was derived from. the active conduct of a trade or business within a 
possession of the United States i or 

(8) If, in ease of such Citizen, 50 percent or more of his gross income (com
puted without the benefit of this section) for such period or sueh part thereof 
was derived from the active conduet of a trade or business within a possession 
of the United States either on his own account or as an employee or agent of 
another (sec. 251, United States Revenue Act of 1932). 

INCOME B.UlNED ABROAD BY PRIVATE CI'J'IZBN EXEMPT 

The American citizen who is abroad for more than 6 months in the 
calendar year serving as a representative of his firm, as manager of 
the local subsidiary company, or employed in any other manner is 
exempt from American tax in respect of his income derived from 
services rendered abroad for the company, according to section 
116 (a). It is unnecessary for him to account for such income in a 
tax return, even though he files one covering his income from invest
ments or other sources, whether in the United States or abroad. It is 
the earning of income or rendering of services abroad that entitles 
the citizen to this exemption. Therefore it is immaterial whether 
his employer. deposits his salary to his account in an American bank 
and he draws only a part thereof for use abroad. Such an individual 
is not permitted to take as a deduction from his ~ss income any 
deductions properly allocable to or chargeable agamst amounts ex
cluded from gross income under this head. Anyone claiming his 
exemption for income earned while in foreign countries maY' not 
deduct from his remaining income traveJing expenses while on busi
ness abroad and such other expenditures that were incurred inci
dentally to earning the exempted income. 

It BOURCII 01' INCOME" AND U mABNlCD rNOOMlll" DD'INIID 

" Source of income" refers to the place where the services were 
rendered. Therefore, when services are performed outside of the 
United States, the compensation received therefor is looked upon 
as earned income from sources without the United States. 

The term "earned income" includes wages, salaries, professional 
fees, and other amounts received as compensation for personal serv
ices actually rendered. It does not include that part of the com
pensation derived by the taxpayer for personal services rendered 
by him to a corporation which represents a distribution of profits 
rather than a reasonable allowance for the personal services actually 
rendered. If the taxpayer is engaged in a trade or business in which 
both personal services and capital are material income-producing 
factors, he may consider as earned income a reasonable allowance 
for the personal services actually rendered by him not in excess of 
20 percent of his share of the net profits of such trade or business. 

The Treasury has held that, for income-tax purposes, "a bona 
fide nonresident of the United States for more than 6 months" in
cludes all American citizens who are outside the United States for 
a period greater than 6 months in any taxable year, and this non-
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residence need not be continuous, but may be the result .of more 
than one trip, provided the total lengths of time embraced by such 
trips must be greater than 6 monthS: The objeCt of these trips is 
immaterial for tax purposes, so long as the employee of the Ameri. 
can company is on business in its behalf. The exemption of such 
an employee is not waived by the maintenance of a home in the 
United States. Emplo:yees of the Government of the United States . 
or of any of its agenCIes resident abroad for more than 6 months 
in any taxable year are not exempt from taxation by the United 
Statl'.s. 



Ill. BUSDCESS TAXES 

INTRODUCTIOS 

The only national taxe;; ~yahle as a genenl role by the Ameri ..... 
indi ridoaJ who goes to Great Britain for bosiTl'sS pm puees, 01' by 
the .Ameri<SD rorpo .... Uon that e>l.abli.<bes a brand> or a subsidiary 
rompany there, are the income tax t including surta.x fOl' indiridnals 
only) and d>e stamp duties on C'OIllJIl6cial doc:nmenllS. 

The in.._ tax on indiriduals is OOIIlJlO6l"i of a standard r.o.te (at 
present 2a p"..,.,..l) and a ..max, with prugh.:ssi .... r.o.leS, on income 
e:J<n:eding!2..000.. COlpOl'Iltions pay only me standard rate. 

Death duties mav be iJmlrred if the indiridoaJ dies domiciled in 
Great Britain 01' leti .. es property sitnated there.. Ko discussion of the 
estate or other death doties is "included, as these .... DOt mnsidered 
in the nature of bosh 15S taxes" The c:orporarioo doty, ..-bid> is a 
stamp lax imJlO6l"i in li .. o of death duties on eenain property TSed 
in (UIlpaIDes. is roosidered negligible.. 

The - land tax.," an old len eolIe<le<I on the basis of quoias fixed 
in l~ is still payable on rei! estate, in re;pect of ...-bid> it bas DOt 
been n:deomed. Most real estate. howefl!l', is • ble under the 
inro_ tax on the basis of its aetoaJ or pn:swned rental value, known 
as tbe ~ annual value." 

Then! is '" duty of 1 shjlling in the pound (a pettent) on the ...... taI 
.... oe of all ri"ahts to 'IIrDri< mint-raIs and of all miner.o.l .... ylea"ftS, 
known as the mineral-rights duty. 

Customs duties .... payable on eenain prodods imported into the 
"(" niled Kingdom, bot they .... outside the scop" of this bolletin.. 

The prec:edin .. taxes are all national leries. Municipalities obtain 
tbeir revenues ~ the intposition of local .. rates," ...-bid> vary 
in.1IIDOOUt from place to place. Only national taxes are disc. <I in 
tbis monograph. 

UA.RD ITT '10 TAXADON 

So long as the indiridual or rorporatioo mereiy sells from its office 
in the "(" oiled States direct to British c:-ustomers, the eootr.o.et being 
roncludE'd and delivery and payment being made outside Grea~ 
Britain. 00 liabilitv to British laxation should arise.. 

If, ..-biIe still ';"'aining in the "("oiled States, a person aoquires 
real estale in Great Britain, be may be = d to income tax on the 
.. annual value" of such real estate; to the land tax if it bas not 
alreadv been redeemed' and to local .. rates." 

If the indiridual or 'corpo .... tion purchases shares or bonds issued 
in Great Brilain, the standard r.o.te of income tax will be deducted 

.,... J:tfridoa 4 c- dlll~ ... p-a.r L ~ dtt.Jan (~ X ... CI.-3:$$) 
........ tW .lIIWst cabs ., ..ute ... .uer daD. ..... 
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from the dividend or interest payments. If the amounts received 
exceed £2,000, the individual will be liable to surtax as well. 

INTEREST, ANNUITIES, AND ROYALTIES 

If any kind of annual interest, annuity, patent or copyright roy
alty, or other annual payment is due from British sources to a 
person resident in the United States, he receives the amount due, 
less deduction of the appropriate standard rate of income tax. 
Where the British debtor makes such payment out of his own profits 
because of its not being allowed as a business expense, the rate de
ductible is that in force when the amount payable becomes due (sec. 
39 (1), Finance Act of 1927). If the annual payment is not made 
out of the debtor's assessable profits, as in the case of copyright 
royalties paid to nonresidents (sec. 25, Finance Act of 1927), the rate 
in force at time of payment will be deducted (rule 21, general rules, 
Income Tax Act of 1918). 

When interest is not on a yearly basis, as where it is paid by a bank 
on short-term deposit, or where It is paid to Ii bank on a loan for a 
specified period less than a year, the tax is not as a rule deducted at 
the source, but is assessed on the recipient. If the recipient is not 
resident in the United Kingdom, he may be assessed in the name of 
his agent there, who receives such income for him: 

In practice, a foreign bank which has an account with a corre
spondent British bank is not taxable on income derived from the. 
purchasing of acceptances at a discount unless it can be construed to 
have an agent in Great Britain in whose name an assessment might 
be-made. 

TRADING WITH UNITED KINGDOM EXEMPT-TRADING WITHIN 
TAXABLE 

If a business enterprise operated in the United States by an indi
vidual, partnership, or corporation markets its products in the 
United Kinp:dom through a bona fide commission agent or broker 
who receives the customary commission, it will not have to pay 
British income tax on the profits derived (sec. 17, Finance Act of 
1925). The commission agent or broker alone is taxable on his com
miSSIOns. No liability to income tax is likely to be encountered, 
furthermore, if the American company sends a representative for a 
short trip through the United Kingdom to make business contacts 
and to book orders subject to acceptance by the company in the 
United States, the goods being delivered direct to the purchasers. 

Where. however, the American firm authorizes a British agent to 
solicit orders or sell from a. consignment of ~oods for its account, or 
sends one of its own men to open an office m, say, London, for the 
purpose of selling its product, liability to British income tax on the 
profits will probably arise, and in any event the resident representa-
tive will be liable to tax on his remuneration. . 

In other words, when a foreign firm does business in the United 
Kin"dom through its own agent (in the strict legal sense of that 
tern~), it .becomes liable to the British income tax. The test usually 
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employed in border-line cases to determine whether trade is carrie<!. 
on in the United Kingdom has been to ascertain whether the contract"· 
for the sale of goods was made there. The contract usually is deemed! 
to be made in another country if the offer made in the United King
dom must he sent to the other country for acceptance; (The offer 
may be transmitted through an intermediary in the United Kin~
dom; but if that intermediary has solicited offers constantly m 
behalf of the foreign firm, it is possible that he may be considered 
the agent of the foreign firm, with resultant liability for the foreign 
principal.) . 

INDIVIDUAL LIABLE IF RESIDENT 

Suppose an American is sent to London as his firm's representa
tive. It is specifically stated in the law (rule 2, schedule D, Income 
Tax Act of 1918) that he shall not be taxed as an individual residing 
in the United Kingdom in re..opect of profits or gains received from 
~ons or securities outside the United Kingdom,· provided he 
IS there for a temporary purpose, has no intention of establishing a 
residence, and does not reside in the United Kingdom for 6 months 
in the aggregate in any year of assessment. If he does reside there 
for 6 months or more, he will he taxable for that year. 

Residing in the United Kingdom for a period or periods amount
ing to 6 months in any year of assessment has also been given as a 
general definition of residence which will entail liability in respect of 
Ulcome from all sources (except income arising abroad from aomin
ion or forei~ possessions, othe~ than securities, ~ ~a~ and 
rents, that 18 not actually relIlltted to the person reSldmg m the· 
United Kingdom)'. The maintenance of a dwelling place in the 
United Kingdom, unless the occupier is abroad for the year of 
assessment, has also been stated as a test of full liability. Reenr
rent annual visits for a substantial period (3 months) will create 
residence for tax purposes after they become habitual (4 years). 

Since the British authorities regard residence as question of met, 
it is imp06Sible to give a rnle applIcable to all cases. From the {Ire
cedin~ statements, however, one may apparently deduce the prinCIple 
that the American representative will not be liable, excep~bly 
on income from BritIsh sources, if he goes to the United . om 
for some temporary purpose and remains there for less than 6 
months in an assessment year. If he leases an apartment, however, 
lives in it during part of the year, and keeps it at his disposal while 
traveling in other countries, he may be asoo_d to income tax and 
surtax on his taxable income from all sources. (A more complete 
discussion of this subject appears on pp. 65 and 112.) 

NONRESIDEI'iT LIABLE IF HE HAS RESIDENT AGENT OK 
ESTABLISHMENT 

Where the representative who is sent to Great Britain becomes 
resident, the company may not only become liable to British income 

S Fnr • d"ftnttfol) of .. t'olYlgn poat"S8Iona" IRe p. 88 of this bon~. 
«SLrty-fiftb at-POrt of the Commles$oren of RIa ~ Inland RewD_. tor !be 
~ ended JUt. 41. 1~ Po- to. 
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, tax in respect of the profits made through him, but if construed to 
have an establishment there is may also be required to register with 
the Registrar of Companies. Such registration is obligatory if the 
representative opens a sales office or organizes a branch factory or an 
assemblin~ plant under the name of the company. An individual 
doing busmess under his true name and a J,>artnership using the true 
names of its partners do not have to register, but if the strict re
quirements of the law' as to names are not complied with, they must 
re.nster with the Registrar of Business Names. 
If the American firm has as its authorized agent an established 

British individual or firm, it may be held to be liable to British in
come tax on, profits, but it is not likely to be regarded as having 
an establishment in the United Kingdom so long as it does not pay 
the a~ent's office rent or permit the agent to carv on business under 
the firm name. In this paragraph the term ' authorized agent" 

, means an agent who is empowered to ad for the account of a prin
cipal so as to bind him, and does not embrace an independent dealer 
or distributor to whom goods are sold outright, on credit or open 
account, even under an exclusive·dealership arrangement. 

The nonresident firm deriving profits through its own repre
sentative, branch, or authorized British agent is, in If(::ciple, tax
able only on the net-sale", profits made in the United . gdom, du~ 
allowance being made for the manufacturing profit which ordi
narily is realized by the parent concern in the country where it is 
situated and which is taxable there. 

DETERMINING LU.BILITY OF NONRESIDENT 

A special limitation on the liability of a nonresident individual or 
company marketing goods in the United Kingdom is contained in 
rule 12, of the general mles, Income Tax Act of 1918. The assess
ment may be restricted "on the basis of the profits which might 
reasonably be expected to have been earned by a merchant or, where 
the goods are retained by or on behalf of the manufacturer or 
producer, by a retailer of the goods sold who had bought from the 
manufacturer or producer direct." 

No liability is encountered if a nonresident transacts business 
with other nonresidents through an agent who is resident in the 
United Kingdom (rule 11, general rules). 

If the true amount of the profits or ~ins of any nonresident 
person from trade exercised lU the Ulllted Kingdom cannot be 
readily ascertained, he may be assesSed on a percentage of the turn
over of the business done through the agency (rules 8 and 9, general 
rules). 

Once the net profit has been determined, both standard rate and 
surtax will be payable thereon if the foreign principal is an indi-

"The Registration of BUsiness Nam@s Act of 1918 et1pulntes that if an lDdivJdunl ('AmpS 
OD bU,ulu.>1IS In the United Kingdom UDder a. name •• which does not consut of hlR trup 
.-ttruame without any addition other tban his true ChrLotlan names or th .. fnttbds 
1hprPOf·f hI' mUl~t register with the R('/itlatrnr ot BURloes& Names SomerRf"t H .... n~ 
l.Gurion. Thl" snme act appllp8 to aU firms havIng _ plaee ot business in fbi' l1nttNl 
Kingdom nnd trarilng undt'r a name" which does not eon~1at of tht" tru~ llUrnam .. ~ ill 1\11 
partners who are individuals nod tbe corporate nnmes of aU partm~1'8 who are -corpo1'8.~ 
ttoDa without any addition otber than true Christian names of indivIdual partners or 
the InItials of Bu.ch Christian Dames!' 



BUSUIESS tiXES 63 

vidual or partnership, but only the standard rate if a <corporation. 
If the foreign company has an establishment in the United King
dom, the only other taxes likely to be encountered are the nomin8l 
stamp duties payable on registration (1 shilling on each certified 
copy of a required document and, in addition, 5 shilljngs on each 
document or return filed) and on bills of exchange, as wen as local 
.. rates .. on the premises occupied. 

Many American enterprises have formed snbsidiary com~ 
for the purpose of carrying on their business in the United King
dom, pnmarily for the reason that if a British company is formed 
it is considered easier to segregate the profits subject to the British 
income tax. (On p. 2 a discussion of the more lISlIal forms of 
corporate organization available to Americans will be found.) 

BRITISH INCOME TAX 

STRUCTURE OF THE INCOME TAX 

The income-tax system consists of & fixed standard rate, which is 
imposed on the various kinds of income as classified under five 
.. schedules", and a graduated surtax on totaI incomes exeeeding 
£2.000, which is a deferred installment of income tax payable Janu-
ary 1 following the year of as ment. 
" The entire system regards primarily the income of individuals. A 

corporation is liable on its total net profits, but when dividends are " 
declared it may transfer to each shareholder a proportionate part 
uf the tax by deducting the appropriate standard rate from the 
Hmount of the dividend check. The same rule applies to interest 
and other annw payments. Consequently the company actuaUy 
bears the tax only on its undistributed profits. ) 

The period for which the tax is levied is the current "year of" 
asse ;sment ", running from April Ii to the following April 5. 

RATES IN FORCE 

The effective standard rate of income tax (total tax divided by 
total statutory income) J;>8yable by residents in Great Britain JS 
determined by 4 factors: (a) A special allowance for earned income, 
(b) various personal allowances against assessable income, (e) two 
rates of tax (that is. half and full standard rate), and (d) certain 
... liefs against tax for insurance, dominion income tax, etc. Surtax 
is payable on net income of the year of a= ""mt without such 
allowances. 

Nonresidents. on the other hand, are taxed in most instances by 
deducting the standard rate at the source, without any of the allow
ances granted to residents. Nonresidents are liable also to surtax 
if their income from British sources exceeds £2,000. 
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COMPARISON OF STANDARD RATES, 1920-33 

• The sta.ndard rates of income tax in force in Great Britain during 
the fiscal years 1920--21 to 1932--33 were as follows: 

y-

£226 dN 

'I p", - ,"'1"", ot .... ble_ 

First I RemaIlI· 

-------------------------------4---
•. d. t.'. If.m and 1921-21. __________________________________________________________ .. a 0 0 

1922-.21 _____________________________________________________________ .___________ 2 6 6 0 
1923-~ and 19u...25 ______________ .:-__________________________ ,;__________________ :I a ., 6 
1925-211110 Im-2IL ________________________________ ~_______________________ I. 0 • 0 
1930. __________ .. ________________________________________ ._._a __ . _____________ .. _. 2 0 4 0 
1931 ________________ .. _____________________________________ • _________ .____________ i 2 0 4:., 
0eC0bar 1031 &0 1933, lnclus1Vtl-~,._._ •• _. ________ ._. ___ • ___ • ______ • __ • __ • ___ • ___ • __ • .2 6 :; 0 

I :rim £260. • Fim ,£111. 

Nou.-These rates will be kept mutent: by the Dlvlsloq of Commarcial Laws. U. S. Department or 
COIIlIIWIftIfI. through tbe lamanea of supplemental c1rouIara. 

"Certam. a.llowan~; "deductions, and reliefs were granted to indi
viduals, the age allowance only being contingent upon the total 
amount of the income: 
Earned·lncome aUoWllllC6-________________ One flftb of the earned Income, 

not exceeding :0300 for any 
Individual. 

Age allowan"", to Individuals aged 65 yea", or One flftb of stich Income, not 
upwards whose total Income does not exceed exceedlng:0300. -. Personal allowance ____________________ Married persons, :£l.5O; other 

persoos. :£100. 
Inereased personal allowance where wife has Up to £45-

earned income. 
Widowers or widow~s housekeeper ____________ } 
Unmarried person'" female rellttive- taking care £50. 

ot young brother or sister. • 
Children uoder 16 years of age, or over 16 if £50 for one child and £40 for 

eontlnulng full·tIme education. each subsequent child. 
Certain dependeot relatives Inmpacttated by old" £25 for each snch relative. 

age or Inllrmlty, 
Allow.u.c.. ,for life-assurance premlums..... ______ Tax calculated at dellned rates 

on premiums. subject to va
r;ous restrictions. 

Dominion tncome--tax reltef_ ... ________________ Tax calculated in accordance 
with statutory provisions. 

FI .... t £175 taxable at ooe half standard rate, 

SURTAX ON INCOMES ABOVE £2,000 
In respect of-r' B. 4. First £500 of the exce8S __________________________________ L 1 

~ext £500 of the excess ______________________________________ 1.1 3.3 
~ext £1.000 of the exeess ________________________________ 2. 2 
~ext £1,000 of the excess ____________________________________ 3.3 
~ext £1,000 of the excess ___________________________________ 3.3 6.6 
~ext £2,000 of the exCes8 ____________________________________ 4.4 
~ext £2,000 of the O%c ••• ____________________________________ 6.5 
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In respect 01- .. d. Next £5.000 of the exceS8.. __________________________________ 5.5 6. 6 
Next £5.000 of the exces8 _______________________________ 6. 6 
Next £10.000 of the excess...________________________ 6. 6 6. 6 
Next £20.000 of the exce •• _______________________ 7.7 
ltelDatnder of the excess _____________________________________ 7.7 0.6 

[The amounts shown in the right-hand column indleate the surtax -In each 
pound sterling.} 

PRINCIPLES OF LIABILITY 

Liability to the British income tax is based on the principles of 
both origin and residence. It applies in the first place to aU Income 
which has its origin in the United Kingdom, including that derived 
by nonresidents, and in the second place to all income, wherever 
arising, which accrues to a person resIding in the United Kingdom. 
There are, however, two exceptions to these broad J?rinciples: 

. 1. Interest on certain British Government securities issued dur
ing the World War is not subject to income tax so long 8.S the securi
ties are proved to be in the beneficial ownership of persons not ordi-
narily resident in the United Kingdom. . . 

2. Persons, including companies, resident in the United Kingdom 
who ·have income arising abroad from possessions other than securi
ties, stocks, shares and rents in the self-governing dominions, in 
India. and 'other British territory, a.nd in foreign countries, are 
chargeable, not on the full &mount of income arising, but only on the 
amount actually remitted to them in the United Kingdom. 

WHEN AN INDIVIDUAL IS DSIDENT 

The question of what constitutes residence in the United Kingdom 
is one of fact, and no absolute rule can be given which will apply to 
all C&seS. In general, an individual is re~rded 8.S a person residing 
in the United Kingdom (a) when a Brltish subject, if he usually 
resides in the United Kingdom, notwithstanding he may happen to 
be abroad temporarily; or (b) whether or not a British subjec-t, if he 
maintains & residence in the United Kingdom-unless he is abroad 
for the whole of the year of assessment; or (c) whether or not a Brit
ish subject, if he resides in' the United Kin~om for a period or 
periods amountin.,. to 6 months or more in tlie year of assessment. 

The fact that a 'foreigner maintains a residence in another country 
and is domiciled in another country does not preclude his acquiring 
& residence for income-tax purposes in the United Kingdom. An 
American citizen W8.S held to be so resident because he rented a house 
and shooting rights in Scotland, where he spent about 2 months in 
each year.' In another case a Bel~ian subject who had a residence in 
Brussels but who visited Englana each year and occupied (though 
always for less than 6 months in the aggregate) a hunting box 
belonging to a company in whicll he owned over 90 percent of the 
shares, was held to be chargeable with income tax as a person 
residing in the United Kin~dom, on the ground that the hunting 
box was de facto available tor his occupancy whenever he c&me to 
that country.' 

'COOP" v. CadtM1o:der [1904.1. a T.e. un. 
'II LoetHtWItcfa v. De Balfe 119:.i6). 10 'r.c. 424.. 
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WHEN A FOREIGNER IS EXEMPT 

An individual will not be liable to tax under sch~ule D as & per
son residing in the United Kingdom in respect of profits and gains 
received from possessions or securities located outside the United 
Kingdom who (a) is in the United Kingdom for some temR::~ 
purpose only, and (1)) not with &ny view or intent of estab' . g 
his residence therein, and who (c) has not actu&lly resided in the 
United Kingdom for an aggregate of 6 months in the year of assess
ment; but if any such individual resides in the United Kingdom for 
6 months or more in anyone year he will be so ch&rgeable for that 
year (rule 2 ... miscellaneous rules a:pplicable to schedule D)_ 

Expresseo. differently, an Amencan citizen having no possessions 
or securities in the United Kingdom, who goes there for a temporary 
stay of a few months, is not likely to be held liable to Brit.ish tax. 
If he earns a salary for service rendered there, the collection of tax 
thereon would depend largely upon the circumst~nces of the case. 

WHEN COMPANIES ARE IlESIDENT 

If a company has been organized under British law, has its prin
cipal establishment in the United Kingdom, and is controlled there, 
it is resident in the United Kingdom and is fully liable to taxation. 

A corporation which was organized in Cape Colony and which 
had its head office and ~eneral meetings in Kimberley was held to be 
resident in the United Kin~dom because its business was controlled 
by board meetings convened in London, so that the actual "head, 

. seat, and governing power" were at the London office.' 
A company registered in England but running a hotel in Egypt 

and having its control and management in Egypt was held to be ex
ercising its trade solely in the latter country, consequently only the 
profits remitted to England could be tljxed there.8 • 

A company registered in England but controlled in Sweden was 
held to be registered in both places." In his decision, the Lord Chan
cellor stated that a registered company, like an individual, can have 
more than one residence for the purposes of the income-tax acts. 

.' .. " "' 

TRADING U WITH H ()R ., WITHIN" UNITED KlNGDOM 

Where a foreign firm sells direct to its British customers or dis
tributors, or indirectly through a bona fide commission agent or broker. 
receiving the customary commission, the trade is considered as being 
carried on 'With the United Kingdom and no liability to British 
income tax is incurred. On the other hand, if trade is >carried on 
'Within the United Kingdom, whether throu<rh the foreign finn's own 
registered establishment, or through an aut&orized agent, or in some 
other manner, the firm is liable to the British income tax on the 
profits realized. 

Trading with the Un;t~d Kingdom..-A nonresident is reQ"Bl"ded as 
trading" with" the United Kingdom if he sells his goods through a 

'DB B~era Oon&olidoted JHnea Y. HOlDe tt906)~ A.C. {CSts, Ii T.C. 198. 
• JfitC'heH v. Etnlfuaft. HotmB, 8: T.e. 542. 
9 BCDroi~ Ottntro RJ/. Co., L'd.~ v. Tllompac»&. 9 T.e. 842. 
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bona fide general oommission a.,oent or broker, as indicated in the 
following paragraphs (sec. 11, Finame Act of 19"1a): 

L WI>ere _ or __ .... carried _ OIl _If of a 1IOIm!SideDt 
-"' _ • broker ill _ ordiuary ......... of bis I>mODess as ....... and 
tile lin .. .,. satislles tile __ required to .... satisfied for tbe _ ....... of 
_ -000, theu. ~ _ tbe b'- Is • __ wl10 __ reg1>-
IarIy for tile ____ as sudl _. tbe noBn!SideDt __ sMIl 
_ be dulrgeabIe to _ tax ill tile DIIJIIe of __ lD respect of pnHIm 
.... gaiDS arlsiDg ___ or _ 

2; TIle __ required to be aadslied for tile purposes of _ ~ IDe 
<bat tile brokEr __ be • penal <anYinc .... _ !Ide tbe 00siDess of • broker 

·111 C ..... t BritalD or Northern 1>eIand. aDd <bat be must _ lD respect of tile __ of tile _ pelSDD9 _ Is __ tbl'Ollgb bim 

remUDenlticm at a rate DOt less thaa that CIIStUmaI'.Y in the class of busi:DesS 
III QlH!5tioIL 

3. In tbIs __ tile expressI_ • _- __ • geDeI'III ..........-
qeut.. 

4. Rule 10 of tbe geDeI'III _ &hall bave effect subjed 10 tbe proTisIOO8 
of tbIs eeetIoD. 

No precise definition of .. bon ... fide broker" 01' " general oommis
sion agent" has been enunciated by the courts; determination of the 
liability of a foreign firm depends upon the facts of the particular 
""""-

Tmdiftg VTitm.. tM Uftited Kingdom..-Many decisions have been 
handed doWD by the British courts determining that under a specific 
set of facts trade is being condncted within the United Kingdom, 
but no attempt has been made to give an exhaustive definition of 
what constitutes doing business there. No doubt as to liability exists 
if bnsiness is don.. through ... bl'llJlCb office of the fo~ firm or 
thron"ab an authorized agent. In detennining the relatIonship of 
agency in border-line eases the primary factor is " whether 01' not the 
contracts for the sale of goods or perfonnance of service are made 
in. the Lnited Kingdom.." Generally~, the foreign merchant 
will not have to pay tax if the contraCt for ilie sale of goods in the 
United Iri1wlom is not concluded there; liability is still less likely 
to accrue if, in addition, both payment and delivery of the goods 
take.pbce outside the 17nited Kingdom. 

The taxation of sal... made by nonresidents through agents was 
provided for by the charging section of schedule D of the Income 
Tn Act of 1918, which declared per"'lDS not residing in the United 
Kingdom liable in respect of annual profits and gains arising from 
trade exercised within the 17nited Kingdom. The nonresident is 
eharg»abl& in the name of any factor or agent, whether or not such 
factor or agent bas the receipt of the profits and gains (rule 6, 
general rules, Income Tax Act of 1918). 

The person acting on behalf of a nonresident may be required to 
furnish a statement of the profits and gains in respect of which the 
tax is to be charged to him on account of the foreign principal The 
agent must pay the tax (rule 13, general rules), but he may retain, 
out of money comin?: into his hands on behalf of the foreig,. prin
cipal. an amount sufficient to cover the tax paid (rule 14, general 
rules). 
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TRADE CABBJED ON WHERE CONTRACTS AR£ MADE 

In determining when trade is carried on through an agent, the 
primary test is whether or not the contracts for the sale of goods 
were made in the United Kingdom. As Lord Chancellor Cave states 
in M aclaine & 00. V. Eccott: 1. 

The question whether trade Is exercised In the United Kingdom I. a qnestlon 
at faet, and it Is undesirable to lay down any exhaustive test of wbat co .... 
stitutes such an exercise ot. trade; but I think It must now be taken 88 estab-
l1shed that in the case ot a merchant's business. the primary object of which 
Is to sell goods at a profit, the trade Is (speaking generally) exercised or car
ried on (I do not myself see much difference between the two expressions) at 
the plnee wbere the contracts are made. No doubt reference has sometimes 
been mode to the place where payment is made for the goods sold or to the 
place where the goods are delivered. and it may be that in certain cireumstances 
these are material considerations; but the most important and indeed the 
crucial question is, Where are the contracts of sale made? 

This principle has been upheld in a number of cases.l1 

TAXPAYERS AND BASES OF ASSESSMENT 

INDIVIDUALS 

Resident i7lflivitJual.s.-AIl individual resident in the United King
dom is liable to the standard rate of income tax and the graduated 
surtax on income from all sources, with the exception of income from 
"foreign possessions" (other than stocks, securities, and rents) 
that is not remitted to the United Kingdom. The net income subject 
to the standard rate is first determined for the year of assessment; 
the surtax constitutes a deferred installment of income tax. 
If an individual derives income from dividends, interest, 01: other 

annual payments taxable by deduction of the standard rate of tax 
at the source and also from salaries or a business or profession sub
ject to direct assessment or if his whole income is from sources taxed 
by deduction an adjustment may be necessarY in order to take into 
account the abatements and allowances to WhiCh he mav be entitled. 
After taking all these factors into consideration if the total tax 
due exceeds the amount collected at source, only the balance is pay
able; if the tax collected by deduction exceeds the amount actually 
due, the taxpayer may either claim a refund or have the excess 
credited against his liability for another year. The surtax is payable 
on the net income without any abatements or allowances. 

In computing the liability of It resident individual taxpayer to 
the standard rate of income tax the first step is to calculate the 
statuory or net income as determined by the various schedules. From 
the net income is deducted the earned-Income or age allowance, leav
ing the assessable income. The personal allowances and reliefs are 
then deducted, the balance constituting the taxable income. The 
U allowances and reliefs" comprise: 

Enrned-tnrom@ or age allowanee, one fifth. maximum :£300. 
Personal .Uowance (general abatement), £100 if single, £150 If 

married. 

10 MGt"lGifttt If (JO. v. PJIX"OU. 10 'l'.C. 481. at p. 574. 
IS Erichsen v. LDd US811. 8 Q,B.D. 414, 4 T.e. 422". CA.; GnJingm' d 80ft v. Gough 

[18061. A.C. 825. 8 T.C. 462; Werle d ~70. 1', Colqtilwun [18881. 20 Q.B.D. 758. 2 T.e. 
4:02; hot-'ttU and C'hri«tma. 1'. T~ OommC.wiofWn {Ne-w Zt>nJaud) [1008], A.C. 46. 
Greeft1Of}od Y. SmidtA [1D22)~ 1 A.C. 417, 8 T.e. 193; and W,ioacl: v . .PUI.fo " Co. (1925). 
1 K.B. &0, 9 T.e. 111. 
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Increased personal allowance where wife has earned income. four 
fifths of such eamed 1Dcome not over £40. 

Dednetion for housekeeper (If taxpayer is single or a widower)~ 
£50. 

Deduction for lIrst child. £50. 
Deduetion for other children, each :£40. 
Deduction for dependent relatives, etc.~ each £25. 
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The first £175 of taxable income is charged at half the standard 
rate (or 12% percent) and the remainder at the full standard rate 
(or 25 percent). From this total amount of tax there is deducted, 
in terms of tax, any relief due in respect of (a) premiums paid for 
life assurance or for contraete for deferred annuities and (b) D0-
minion income tax. The balance represents the tax actually payable. 

Nonresident individuala.-Nonresident foreigners are, as a rule, 
chargeable at 5s. in the pound (25 percent) on income from British 
sources without any of the allowances indicated above, but non
resident British subjects are allowed a proportionate part of the 
abatements. 

If the income derived from sources within the United Kingdom 
~xceeds £2,000, the nonresident is also subject to surtax. He should 
file a return for this purpose, as there are no provisions for collecting 
surtax at the source. If he faUs to file a return, and has no agent in 
the United Kingdom in whose name he could be assessed, he is still 
liable to the surtax. 

PARTNERSHIPS 

The husiness profits of a partnership cannot be separately assessed 
on the individual partners but are assessed on the partnership or 
firm in the business name. The actual amount of tax payable on the 
profits thus assessed, however, is computed with reference not only 
to the shares in the profits to which the several partners are respec

. tively entitled, but also to the allowances and reliefs which the part
ners may claim as individuals. For this purpose each partner must 
make a retnrn of his total statutory income, including his share of 
the profits of the partnership assessed for the year. 

If the cons! itution of a firm varies so as to require a revision of 
the partnership agreement, liability for the year in which such 
change occurs must be allocated proportionately to the length of 
time precedin~ and subsequent to the date of the change. Moreover, 
the status of tne partners before lind lifter the change must be taken 
into consideration in computing the tax on their respective shares. 

COMPANIBS 

R.,,;4ent compmn.ie8.-Income tax is imposed at the standard rate 
on a British public or private limited company or a resident foreign 
corporation on the total profits, irrespective of their destination, with 
the exception of income from foreign possessions (other than stocks, 
securities, and rents) not remitted to the United Kinplom. The 
profits subject to tal< include such amounte as will be plud as annual 
charges and also such amounte as will be distributed as dividends. 
The company recoups itself by deducting the standard rate of tax 
from paYQlellts made in the form of interest and other annual charges 
or divid,·!lds, and consequently itself bears the tax only on undistrib
uted profits. If reserves are later distributed as dividends, the com-
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pany may deduct from the amounts so distributed the appropriate 
standard rate. This rate is the stsndard rate 'of the year in which 
tbe amount payable becomes due (sec. 39 (1), Finance Act of 1927). 

Notwithstsnding the shareholders ultimately bear a proportionate 
Fart of the company's tax, the company is regarded as the taxpayer. 

Plainly a company paying income tax on its profits does not ,ay 
it as agent for its shareholders. It pays as a taxpayer, and i no 
dividend is declared, the shareholders have no direct concern in the 
payment. » 1> , 

Earned-income relief may not be claimed by a limited company, 
nor may it take advantap:e of a.ny reliefs simila.r to the personal 
allowa.nces granted individuals. . 

Nonresident companiea.-Foreign companies not held to he resi
dent in the United Kingdom will bear the standard-rate tax, through 
its being deducted at source, in the ca.se of income from dividends, 
interests, royalties, a.nd other annua.l pa.yments. 
If the foreign company has a. sales a.gency or branch establish

ment of any kmd in the United Kingdom, it will pay the stsndard 
ra.te of tax on the net sales profit realized there. It is customary 
to have the return made up and audited by a chartered accounta.nt, 
who will also handle any subsequent discussions over items in the 
retnm with the inspector of taxes. 

Where the return is fair and is certified to by a reputable firm of 
accountants, it is improbable that a declaration of the entire income 
of the parent concern will be ~uested. If the authorities consider 
the return of the branch insuffiCIent, they might request a. return of 
'the total net income of the parent company, including that from 
British sources; but if this wormation is refused, the a.uthorities 
are free to assess the branch in other ways, such as taking the per
centage of net to gross profits made by similar British establishments. 

ITEMS NOT INCLUDED IN ASSESSING INCOME 

CASUAL PROFITS 

Generally speakin~, for the purposes of British income tax, "in
come is the surplus of receipts over the current expenditure necessary 
to earn those receipts, regardless of the appropriation of any part 
of the receipts or surplus for the purpose of writing off or amortiz
ing the capItal value of any assets tha.t waste in the process of pro
ducing the income.» In other words, income is regarded, in general, 
as an annual and recurrent gain or profit. Casual profits and capital 
gains and losses in the sense of the United States Revenue Act are 
not, as a rule, considered a fixing liability. "Casual, non-recurring, 
orocca.sional profits arising from transactions that do not form part 
of the ordinary business of the person who makes them" are held 
not to be within the scope of the income tax and, consequently. 
escape taxation. If an individual occasionally huys securities, 
shares, cotton, wheat, or some other commodity on the exchange and 
sells later at a profit, he would probahly not be taxed on his gain; 

PIl1iland .R6t'en#6 Comml.tMofter. v. Blot' {19201. 1. K.B. 114. 2 K.B. 657 {l92lJ. 
~ A.C. 171. 8 T.e. 10li at p. 136. :. 
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but if he repeated such transactions a number of times in order to 
make 'profits thereon, there seems to be a possibility that such income. 
would be regarded as trading profits and therefore liable to tax. 

CAPITAL GAINS 

Profits from Bole of capitol, _ta.-Broadly speaking, the profits 
derived from the sale of real property or other capital IlSSE'ts that 
have been held as an investment, or from the transmutation of 
capital assets from one form into another, are not taxable income; 
but the gains arising from the purchase and sale of property as 
part of the business of the taxpayer are subject to tax.. 

Where properties were acquired and sold many years later, it was 
held that the owner was not carrying on the trade of buying and 
selling land, and the gain was not taxahle. U Wherelart of a. eom
pany's business was the developm .. nt and sale of lan how .. ver, the 
profits were considered as tra.ding profits and were therefore 
ta.xable'" 

I 1I1IJ8'ntitma, patents and the like.-In another case, the respondent 
company was formed for the purpose, among others, of arquiring 
inventions, patents, and the like and of using or selling them or 
otherwise turning them to account. The company sold certain 
J apaoose patents for a capital sum (payable in installments) and a 
royalty I it also sold an American patent, recei~g as consideration 
therefor certain shares of the purchasing company. The conrt of 
appsal held that the transactions were merely the realization of 
capital assets aI!d that the gain was not taxable. U 

BONUS PBEFERENCB SIlAKBS 

In accordance with the same principle, bonus shares are not tax
able. A company capitalized a lar~ sum of undistributed profits 
8nd issued to its shru-eholders an equivalent amount of bonus shares. 
The House of Lords decided that the bonns shares were not income." 

While in the ease just cited the bonns took the form of paid-up 
preference shares, in another case 1f the bonus was in the shape of 
debenture stock; the same conclusion was reached." 

PROFITS DISTllIBUTBD ON LlQUlDA.TION 

On the liquidation of a company, undistributed profits can no 
longer be distin~ed from capital, and such portion of the assets 
distributed by ihe liquidator as represents undistributed profits is 
not income in the hands of the shareholders which must be included 
in their returns of total income. 

u H."",,~ B.., Co. Y. Stfl"l'en4! I T.e. 424. 
"Thew 1'. B_'h,W",f Atnco ~~". f19241. 131 ~T. 2-d. 9 T.e. 14t. 
• Cou"", v. Pirt~Brearlew 8t 81n1 8VJ1;diccde. Ltd. U9251~ 9 T.(". 520. 
1!IJ""4~d Rl!'W'fttl. Co.",~~..,. Blnn [19211.2 A.c. In, 8 T.e. J01 at p;. 12ft. 
n 111110:d Rfoffnt&oP co_~ Y. i'U~ ...... ore (11126) L K..B. t:;l (l92fl. 

A.Co 395, 10 T.e. SOl.. 
11 10 T.C. &t P. S38.. 
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WASTING ASSETS (DEPLETION) 

Depletion of capital assets is not taken into consideration except 
to the e:x;tent of allowing for the wastage of plant and machinery 
and certain buildings that contain plant and machinery!" The 
exception granted in this case is due to the fact that the income-tax 

. acts have always allowed deductions for renewals and replacement 
of tools and implements used for the purpose of a trade, and it is 
therefore consistent to grant an equivalent allo~ance for the waste
age of plant and machinery. 

Minea.-The report of the royal commission appointed in 1919 to 
study the income tax upholds the refusal to allow for depletion in 
the case of mines, for example, on the ground that if the owner were 
«granted an allowance sufficient to enable him to replace his capital 
when the mine is exhausted, it would be inequitable to refuse an 
analogous allowance in respect of the initial capital invested in the 
education and traininl\' of a lawyer or surgeon or workman, whose 
earning power is pOSSIbly of shorter duration' than the life of the 
mine." It was found impossible, therefore, "to make any general 
recommendation that from the income produced by any asset an 
allowance should be made for the amortization of its capital value." 
If an allowance were granted in respect to any asset, the commis

sion deemed it advisable to impose a time limit on the reco~tion of 
wastage; one should' regard only the wastage" which is Important 
when considered in relation to human life and human expectation." 
Since contingencies happening after the lapse of a period of time 
exceeding 35 years do not appeal very greatly to the mind of the 
average individual, no allowance should be made when the life of 
the wasting asset is to be 35 years or longer. Assets with a shorter 
life should receive an allowance dependent on the time by which 
their life falls short of 35 years. . 

It was further recommended that the measure of this allowance 
should be "the sinking-fund payment necessary to amortize the 
capital cost of the asset over its agreed life less that sinking-fund 
payment which would be necessat;1: to amortize the capital cost if 
the life of the asset were 35 years.' .. . 

Copyright/!, patents, aml the like.-In respect to copyrights, pat
ent rights, goodwill, and trade-marks in the hands of the original 
owner, it was recommended that no allowance for depreciation 
should be madel " nor should any allowance be given to the purchaser 
of any assets ot this naturt. if the vendor is WIthin the scope of the 
United Kingdom income tax." The commission believed, however, 
that an allowance should be granted if the life of the asset is less 
than 35 years, "to the patentee in respect of the proved costs of 
experim~nting and patentin~l whether (a) he works the patent him
self or (b) lets it on royalty.' 

The main class of wasting assets for which the commission recom
mended a depreciation allowance is described in the following para
graph: 

111 For Ruthortzt'd allowant"es Bee Po 144 lD. appendix It . . Bee also section Gn .i Deprecia
tlOD, l"e'ne\\'aJIl, and obSoleseenee '0. p. 101 of text. 

»By .. sInklng-tund payment" 18 meant tbe annual sum· whl<:h. It set aside at Interest 
tor a term of years equal to. the We of the asset. would produce an amount equal l!~ 
the CBJIltal east of the auet. 
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Subject always to the limitation that their Ilfe taUe short ot 35 years, we 
recommend that an allowance shall be gh<en in respect ot aU inherently WDst· 
ing material assets whlch have been created by the expenditure of capital, 
such as buildings and foundations. surface works. permanent way and equip.. 
ment of railways and tramways, docks and shaft-slnkings. and initial work on 
development. In every ease the allowance should be calculated by referenee 
not to the absolute but to the relative liability to waste. 

These recommendations have not been acted upon. 

CLASSES OF TAXABLE INCOME 

No general definition of what constitutes income is found in the 
Consolidated Tax Act of 1918, but income is assessed under five 
schedules (A, B, C, D, and E) and that falling under each schedule 
is defined. Each schedule is, broadly speaking, a set of substantive 
provisions and administrative rules that govern the assessment and 
collection of the tax on the particular kinds of income with which 
it· deals. The stand .... d rate of tax applies in each case. After the 
several classes of income have been each separately assessed for the 
Etandard rates or taxed by deduction at source, they are all ~uped 
to~ether in a "return of total income" for the purpose 01 deter
mming certain allowances and fixing liability to surtax. 

The fi ve schedules embrace the following kinds of income: 
A. Income from the ownership (,f lands. houses. etc. 
B. Income from the occupation of lauds. 
C. Income paid, under deduction of tax at the source, out of any public 

reventJe. 
D. Income from trade, - professions. vocations, and ~rtaln employments; 

dominion and foreign securities and possessions; interest; and miscellaneous 
items of Income. 

E. Income from pubUe and private employments. 

"Where all the income derived by a resident individual is taxed 
at the source, such as dividends on shares, interest on debentures and 
mortgages, and house rents, he is entitled to claim a refund to the 
extent of his personal allowances and other reliefs. If, on the other 
hand, he derives, in addition to income taxed by deduction, income 
from a business or vocation that is assessed on the basis of a return 
made by him

i 
an adjustment is made in order to secure the proper 

amount of re ief against the total tax due on the various kinds of 
income combined. "When the combined income exceeds £2,000 surtax 
is payable. 

Inasmuch as schedule D is of most interest to Americans, this 
schedule will be discussed first. 

SCHEDULE D. INCOME FROM TRADE, PROFESSIONS, INTEREST," 
ETC. 

Schedule D is the principal schedule of the British income-tax 
act, covering not only (1) profits of trade and manufacture, (9) 
income from professions, etc., (3) interest not taxed at source, (4) 
income from dominion and forei~n securities other than that charge
able under schedule C, and (5) mcome from dominions and foreign 
possessions (defined on p. 83), but also (6) income from sources not 

a See also "parattl dtscwtSlon of lnterut. p. 91. 
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covered by any of these groups or by any other schedule. These six 
heads are designated " cases' in the act. . 

The tax under schedule D is imposed on the annual income or 
profits arising or accruing to--

(a) Any person residing in the United Kingdom, from pror.e.rty 
wherever situated (not assessed under schedule A), or from 'any 
trade," profession, or vocation" wherever carried on; and 

(b) Any person not residing in the United Kingdom, from 1?rop
erty in the United Kingdom (not assessed under schedule A), or 
from "any trade, profession, or vocation" exercised within the 
United Kingdom. 

TRADING PROFITS AND INCOME FROM PROFESSIONS (CASES I AND II) 

Trading profits are treated in case I and those of a profession or 
vocation ill case II, but the two cases may well be studied at the 
same time because the rules governing the basis of assessment and 
the allowable deductions are the same for both. -

Profits accruing from trade and manufacture and income arising 
from a profession or vocation carried on in the United Kingdom 
are assessable on the person, firm, or company deriving them, if 
resident there. If the recipient is resident elsewhere, he still is 
liable, but the assessment may be made against, and if necessary 
in the name of, the agent carrying on such business or profession for 
the account of the nonresident principal. 
If trade is earned on abroad but is controlled by persons residing 

in the United Kingdom, the I?rofits are taxed under case 1. 
If the profits are derived by a resident in the United KinO'dom 

from trade which is earned on abroad and is controlled abroad.', the 
tax is assessed under case IV, governing income from foreign 
possessions. 

BASIS OF A.ssDSHENT 

Prior to the act of 1926 trading profits and income arising from It 
profession or vocation were taxed on the average of the previous 3 
years, but by virtue of section 29 of the 1926 enactment a business 
or profession is assessed on the whole of the profits of the year 
preceding the year of assessment. This provision is applicable com
mencing with 1927-28. 

Basi8 for new bU8ine88."-Where a business or profession has 
been set up and commenced within the year preceding the year of 
assessment, the tax will be computed on the profits or gains for 1 
year from the time of o:pening. The person charged IS entitled, 
however] on givin~ notice ill wrIting to the inspector of taxes within 
12 months after the end of the year of assessment to be charged t<> 

- income tax on the amount of profits of the year of assessment.. If 
the assessment has already been made on the basis first indicated, it 
will be subject to adjustment. 
If the business has been commenced within the year of assessment 

itself, then the computation will be made on the full amount of the 

• The word U um'!e· f na UsM 10 the tn.eoDle Tal: A('t of 1918 u ineluded eY1!ry trade 
manufacture, adventure, or concern In the nature ot trade-." 

• Co,-erecl by rule 1 (2), rules applicable to t"nst>.8 I antI II, and rule 2 applicable to ease 
VI, aa amend~ [with efft!'Ct from Apr. 8. 192'Tl by the Flnanee Act of 1926. sec. 29 (1)~ 
Ht'. 29 {il, fK'C. 86 (1). and fourth aebeduJe. 
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profits arisin~ in the year of assessment, or according to the average 
pf such a period, being less than 1 year, as the cass may require and 
as may be directed by the commissioners. 

BasU .. hen a busines8 io diooonti11lUed.-If a business or profession 
is permanently discontinued, the tax for the year of assessment in 
which the discontinuance takes place is to be assessed on the profits 
or gains made in that year itself from April 6 to the date of dis
continuance. The computation of profits is made in the ordinary 
manner, allowance being given for losses. 

If, WIthout regard to the discontinuance, the assessment for the 
year has already been made, it may be corrected by repayment or 
additional assessment, according to the case (sec. 31, Finance Act 
of 1926). . 

If the profits for the year preceding the year of discontinuance are 
in excess of the assessment made for that year (based on the profits 

. for the preceding year), the authorities may make an additional 
assessment (sec. 31 (1), (b), Finance A.ct of 1926). 

SUCCe8tffOn to a busine88.-At the present time, when there is a suc
cession to a business which involves merely a change in ownershiI> 
without any alteration of the identity of the business, the amount of 
the assessment is to be computed as if there had been no change in the 
ownership, and the liability is apportioned on a time basis (rules 9 
and 11, rules applicable to cases I and II, schedule D). 

After April 5, 1928, however, unless aU the old and new partners 
otherwise require, the business "is to be treated as continuous onll 
when the personnel of the owners is to some extent the same." I, 
on the other hand, «there is a succession by one individual to an
other, by one partnership to another, by a partnershiI! to an individ
ual, or by an mdividual to a partnership, so that no mdividual who 
was carrying on the tradel etc.

h 
before the change continues to do 

SO after the chan~, or, a~m, were a company succeeds an individ
ual or partnership (or Vice versa), the change will be treated as a 
discontinuance and a fresh commencement."·· 

INOOH& CBABGEABLE 

Income tax is to be charged under schedule D on the "annual 
profits or gains" arising from any bUsiness or profession, and the 
rule applicable to ca..<e I directs that the tax "shall be computed on 
the full amount of the balance of the profits or gains" of the year 
preceding that of assessment. The act contains no definition of 
what constitutes the" balance of profits or gains ", and the inter
pretation thereof has been left largely to the courts. According to 
one interpretation, "profits and gains must be estimated on ordinary 
principles of commercial trading by setting against the income earned 
the cost of earning it, subject to the limitations prescribed."" 

Nevertheless, there are a number of provisions in the act which 
indicate what may and what may not be deducted, most of the pro
visions being negative in character. In the rules applicable to cases I 

.. s~, 32 (l). FInance Act of 1926; KODlltftlD. SuPP-. pp. 22-23 . 
• ltIcBaJD. p. 76. 

11415,82-33-8 
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and II, rule 1 states that tax shall be charged without any other 
deduction than is allowed by the act of 1918. . 

The taxpayer is not bound to keep books of account and prepare 
financial statements of his business; but if he does not, the tax offi
cials may resort to estimative assessments if they are not satisfied 
with the figures he produces. 

It frequently happens that the accounts of an enterprise will haVE! 
to be adjusted in order to conform to the requirements of the income
tax law. To make a correct return of profits it is deemed necessary 
to strike a balance at two successive dates, to evaluate stock at each 
date, and to determine the profit or loss arising during such period. 

The usual accounts are made up according to the double-entry 
system of bookkeeping and include the trading account, the profit 
and loss account, and the balance sheet. Such accounts are some
times, though not customarily, placed at the disposal of the inspectot' 
of taxes who is engaged in making the assessment. The matter is, 
however, normally dealt> with by the taxpayer's accountant. 

AOOOUNTING PElUODS- WlTBIN Yl!1AlI. OJ' ASSESSllEN'r 

The year of assessment begins April 6 and ends the following 
April 5, and if an account for a period of 1 year WaS made up to a 
date within the year preceding the year of assessment, then the tax 
will be charged on the profits of such period. 

If, on the other hand, no such account WRS made up, or if several 
accounts were made up to dates within the year preceding the year 
of assessment, the commissioners of inland revenue may decide 
which period of 12 months is to be taken for tax purposes (sec. 34 
(1) (b), Finance Act of 1926). The period of 12 months must be a 
contmuous one. The commissioners may make their selection retro
spective by adopting, for computing the tax, a corresponding period 
of a year of assessment earlier than that to which their first selection 
applied (sec. 34 (2». For example, if they decide under section 34 
(1) to compute the tax for the year of assessment 1928-29 on the 
profits for 12 months ended September 30, 1927, they may subse
quently direct that the tax for the year 1928-29 be computed on the 
profits for 12 months ended September 30, 1926. "The assessment 
for 1927-28, if not yet made, will be made according to this direc
tion; if an assessment has already been made and the result of the 
direction is that the taxpayer is liable to pay more tax for that year, 
an additional assessment is to be made j if the result is that he hils 
paid too much, repayment is to be made."'· 

ALLOW ASLm DEDUCTIONS 

The income tax act does not attempt to give a complete list of 
the deductions and expenses that may be cliarged against business 
profits. As regards expenditures, a. distinction is made between 
capital and revenue expenditures, only the latter being allowed. 
The amount claimed must have been wholly and exclusively laid out 
or expended for the purpose of the buslness; it mllst have been 
employed in the course of earning profits rather than as an outlay 

• Xoulltam. Supp .• p. 18. 
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of capital preparatory to the earning of profits. Consequently no 
allowance is made for reserves for depreciation other than wear 
a~d tear, nor for .bad debts except to the extent that th:y a:e defi
mtely bad or estlIllated to be doubtful, 'nor for contnbutlons to 
sinking funds, etc. In general, allowable expenditure'may be de
fined as an annual expenditure necessary to carry on the husiness. 

Bwm.eS8 premMes.-An amount equivalent to the net annual 
value of the business premises in the United Kingdom owned or 
occn pied by the proprietor of the business may be ~harged against 
the profit. The annual value of lands, tenements, hereditaments, or 
heritages so occupied is separately assessed under schedule A. 
Where the business premises are mills, factories, or other sinrilar 
premises, the gross annual value may be deducted. 

The Finance Act of 1919 allows a deduction of one sixth of the 
annual value of property owned abroad and occupied for trade 
purposes if the property consists of mills, factories, or similar 
premises. If the annual value of such property cannot be readily 
determined, reference is usually made to the cost price and the net 
annual value of similar property in the United Kingdom. Other
wise] the allowance relative to property owned and occupied in con" 
nection with the business does not extend to property located 
abroad. . ' 

Bad debts are deductible if the debts have been actually considered 
bad and written oft in the books as irrecoverable. If sums are su~ 
sequently recovered, they must be credited to business receipts at the 
date of recovery. If debts are considered doubtful in a measure but 
not wholly irrecoverable, an allowance may be claimed to the extent 
to which they are doubtful, provided such debts are specifically 
evaluated for income-tax purposes. General reserves for bad debts 
are not allowed. 

Costs of renewing debentures on maturity are deductible in the 
case of financial companies. In no case is the cost of the original 
issue of debentures allowed. 

Depreciation in value resulting from wear and tear of any ma
chinery or plant used for the purpose of the business and belonging 
to the J.l8rson by whom the trade is exercised is allowed annually. In 
many mstances percentages have been agreed upon by the inland 
revenUe with the various trade associations. The rates are on the 
written-down value in every case except shipping. (See appendix 
II, p.l44.) No allowance is granted for deprecIation of capital assets. 
(See section," Depreciation, renewals, and obsolescence ", p. 101.) 

Cost of renewal of plant machinery actually worn out in the earn
ing of profits is generally allowed as a business expense of the account
ing period in which the replacement takes place, provided no annual 
-claim is made for a deduction respecting wear and tear. 

Fees paid to trustees for debenture holders are deductible from 
profits, since they are assessed on the recipients under schedule E . 

. Income tux is deductible only where the tax on employee's salary 
is paid by lhe empl~yer and where the tax on .directors' fees is paid 
by the company. 8mce the amount of tax paId for the employee is 
considered add.itional remuneration, it is taken into account in 
moking the schedule E assessment on the eml?loyees. Foreign income 
tax pH.d in respect of profits where they ansa is deductible. 
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Interest on overdrafts, being payable without deduction of tax, is 
allowed as a business expense. . 

Legal expenses incurred in connection with the collection of debts 
and other matters having to do with the ordinary business of the 
enterprise are deductible; but those connected with the registration 
of the companY1,transfers of property, and the like, are regarded as 
a capital expenditure, for which no allowance is made. 

Pattmt8.-The cost of renewing expired patents is allowed. 
P1'emi!Mn8.-Annual premiums for burl\:lary, fire, and similar in

~'Urance are allowable expenditures. While indemnification for loss 
of ordinary trading stock must be regarded as ordinary business 
receipts, recoveries for building, plant, machinery, and other purely 
capital assets, not affecting the trading or profit-and-Ioss accountl 
are not to be counted as taxable' revenue. In practice, "loss ot 
profits" insurance premiums are deductible if the firm paying the 
premiums undertakes to count receipts therefrom as business income. 
, Be7lW1Jal.-If removal is compulsory, the expenses incurred will 
generally be allowed; but'if voluntary, only the cost of transferring 
stock in trade is in practice allowed, and the balance of the cost 
is regarded as a capital outlay. 

Bepai1'8.-Repairs are allowed when they are necessary to main
tain the premises, machinery, or other objects in their ordinary 
satisfactor,Y state. The allowance is limited to the amount actually 
expended In the account year. 

BO'[IaltieB.-Book royalties, if paid in full and assessable on the 
recipIent, are deductible. 

SwaC1'iptions.-Subscriptions to charity are not provided for in 
the act, but in practice an allowance is made for subscriptions to 
charitable institutions, such as infirmaries, hospitals} seaside homes, 
and asylums, maintained primarily by public subscl'lption and from 
which the donor or his employees would possibly derive some benefit. 

Subscriptions to trade associations by members are in practice 
allowed as business expenses for the latter where the association has 
agreed in writing with the board of inland revenue to pay income 
tax on the excess of its receipts over expenses. 

ROl'fAU.QW.ABI.& DlDuanONS 

Capital put into or withdrawn from the business and capital losses 
are not considered. 

Depletion.-Although there has been much discussion regarding 
allowances for depletion of capital assets, such as mines and forests, 
no such allowance has been accorded. The income-tax commission 
which sat in 1919 made certain suggestions for allowances when the 
life of the wasting asset does not exceed 35 years, but no effort has 
been made to enact such a provision. 

111Co11UJ t<Ul>es.-Income tax of any kind paid in the United Kin~
dom is not deductible except as stated on page 95, No allowance 15 
given for any sum paid as dominion income tax unless under the 
laws of the dominion no allowance is given against dominion income 
tax in respect of the payment of British income tax, Foreip:n income 
tax paid no profits in the place where they arise may be deducted. 
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/nteJoe8t.-Interest paid on capital invested in the business and 
other payments of annual interest or annuities payable out of business 
profits may not be deducted, but the borrower may recoup bimself 
by deducting the standard rate of tax whon the interest is paid. 

Leases.-The premium paid for the renewal of the lease of the 
premises occupied for many years by a tradin~ firm was held to be a 
capital expense and therefore not deductible m computing the trad
ing profits of the firm. If 

I.088ea.-Losses not suJrered directly in the business are barred. 
For example, if shares in a limited company forming part of the 
business assets are sold at less than cost, the resultin~ loss may not 
be charged against profits. For the same reason, a gam arising from 
selling shares at a figure higher than the cost price is not counted. 
Similarly, losses recovered under a contract of insurance or indem
nitv are not deductible. 

A p~rson who has sustained a trading loss is entitled to an adjust
ment of liability to income tax or may set oll a loss in one busmess 
"r.inst tbe profits of another (rule lll, rules applicable to cases I and 
I , schedule D).28 The balance of tbe loss not cared for by the 
preceding pro .. ision may be brought forward and deducted from 
the proJi Is of that particular enterprise in the nen- year of assess
ment, and, if such profits are insufficient, may be deducted from the 
profits of succeeding years up to the sixth year of assessment follow
ing tbat in which the loss occurred (sec. 33(1) (3), Finance Act of 
1926; sec. 27 (1), Finance Act of 1927). If an mdividual transfers 
his business to a company in consideration solely or mainly of an 
allotmept of shares, section 29 of the Finance Act of 1927 allows him 
to set off his previous business losses against dividends or other 
income received from the company. 

PatentB.-The cost of acquiring new patents is not allowed. Pat
ent royalties are not deductible as expenses (rule 3 (m), rules 
applicable to cases I and II, schedule D), but the payer may deduct 
income tax from the royalties (rule 19 (2), general rules, Income 
Tax Act of 1918). 

Proprietur'. BOl41'Y aM perstmnl ea:ptm4itwes.-N 0 allowance is 
given for salaries l?aid to proprietors, drawings by proprietors, or 
any expenses of mamtenance of the persons assessable, their families 
or establishment<;, or expenditures for other domestic or private 
purposes. 

Reaerves.-General reserves are not allowed for any purpose. 

QUARRIES.- IIINES. IRON WORK& ETC. (CASB I) 

The assessinll" of the tax on profits from the following kinds of 
property (prevIOusly assessed under schedule A, no. nl) was trans
fl'rred to case I of schedule D by section 28 and the third schedule 
of the Finance Act of 19'26: 

1. Quarries of stone, slate, limestone, or chalk. 
2. lIIines of coal, tin, lead, mundie, iron, and other mines. 
3. Iron works. gas works, salt springs or works, alum mines or 

works, watenvorks, streams of water, canals, inland navigation, 

1'1' Mae'/'GflilOri Y. 8truMP [1925]. S.C. S9D. 10 T.e. 1T . 
• Los:see. In tnnsacUobS 858eaable under rat:e VI of .!tehedule- D. bowt'veJ'. ma,. be 

lid otr ou17 against protit. 10 IIlmUar transaet10118 (sec.. 27. FlnalK'e A.d of 1821). 
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docks, drains or levels, fishing, rights of markets and fairs, tolls, 
railways and other ways, bridges, ferries, and other, concerns of like 
nature having profits from or arising out of any lands. tenements, 
hereditaments, or heritages. . . . 

A separate assessment may be made under schedule A, no. I, in 
respect of lands, tenements, hereditaments) or heritages occupied or 
used in connection with any of the foregomg classes of business. 

BASIS OB' ASSBBSlODNT 

Quarries, iron works, etc.;~ere previously assessed upon the profits 
of the preceding year, but mines were generally taxed on the basis 
of a 5-year average. All these items of income are now assessed on 
the basis of the preceding year's profits, beginning April 6, 1921. 
The assessment is inade on the person or body of persons carrying 
on the CO)1cern or their agents., . ' . 

The profits of the preceding year are ascertained according to the 
general rules applicable to case I of schedule D., 

ALLOW AB~ DEDUM'IONS . 

Annual,!,alue.-If a sepa:ate assessment is mnde (see foregoing), 
the deduction that usually .If! allowed from profits for the" annual 
value" of business prenuseswill be limited to the amount of the 
schedule A assessment in the year in which the profits are deter
mined. If the premises occupied are in the nature of mills or fac
tories owned by the person carrying on the business and are not 
separately assessed and charged, one sixth of the annual value of 
those premises may be deducted as expenses incurred in that year 
(sec. 18 (2), Finance Act of 1919; third schedule, Finance Act of 
1926). WJ:i.ere such property is not owned by the person carrying 
on the business and is separately assessed under schedule A, the tax 
may be deducted in paying rent and other annual payments and 
charges. . 

L08ses.-The rules regarding losses under schedule D now apply 
to the concerns enumerated above. The loss suffered in one business 
may be set oft' against the profits of another, and the losses suffered 
in anyone concern in 1 year may be written oft' against its profits 
during the subsequent 6 years. I 

Repairs.-The limitation on deductions for repairs to the actual 
amount expended in the, account year. applies in this case, and the 
usual allowances are granted in respect to wear and tear of machinery 
and obsolescence (rules 6 and 1, rules applicable to cases I and II, 
schedule D). . 

Spem"a"t relief tf> charities, etc.-An exemption is granted where 
quarries] mines, etc., taxable under this head are owned by a charity 
(sec. 30tl) (a), Finance Act of 1921). Relief is also granted where 
the rents or royalties payable in l'E'Spect of any of the...oe properties 
are payable to any hospital, public school. or almshouse, or to any 
trustees for charitable purposes, provided the moneys are applied to 
charitable purposes only (sec. 31 (1) (a), Income Tax Act of 1918; 
sec. 28, Finance AC,t of 1926). 



BUSINESS TAXES 81 

The following kinds of interest" are taxable under case ill of 
schedule D, rule 1: 

(a) Any interest of money, whether yearly or otherwise, or any 
annwty or other annual payment, whether such payment is payable 
within or outside the United Kingdom, either as II. charge on any 
property of the person paying the same by virtue of any deed or 
will.or otherwise, or as a rtlSeITation thereout, or as a personal debt 
or obligation by virtue of any contract, or whether the same is m
oo ,:edods..and payable half -ye..rly or at any shorter or more distant 
pen 

(b) All discounts, such as on acceptances and Treasury bills. 
(c) Profits on securities bearing interest payable out of the pub

lic revenues other than such as are ch&rged under schedule C. 
(d) Interest, annuities, dividends, and shares of annuities pay

able out of an,! public revenue where the half-yearly payments m 
respect thereo do not exceed 50 shillings and are not chargeable 
under schedule C. 

(e) Interest paid or credited in·fuIl without deduction of tax 
by any savings bank to any depositor_ 

(f) Interest on any exchecJ.uer bonds issued under the authority of 
the Tre&sury during the contmuance of the World War and a period 
of 6 months thereafter, and on any securities issued under the War 
Loan Acts of 1914 to 1911, or any act amending those acts, in cases 
where such interest is paid without deduction of tax-

The nonnal basis of asse "'ent is the amount of interest arising 
wi thin the year preceding the ye..r of 8 went. 

When the income first arises in the year of asse"'T'tmt the tax is 
computed on the full amount of such mcome. The same basis will 
be employed where the income first arose on some day in the year pre
ceding the year of assessment other than the 6th day of April 
Where the income first arose on April 6 in the year preceding the 
year of assessment, or on some day in the year next before the year 
preceding the year of asse mlent other than April 6, the taxpayer is 
entitled, on giving written notice to the inspector within 12 months 
after the end of the year of asspw:nent, to be char~ on the amount 
of the income of that year, and if the tax charged nas been paid, any 
amount overpaid will be repaid (see. 11, Finance Act of 19-22). 

As compared with annual interest, which as a rule is taxed by 
deduction at the source, interest under case ill is taxed by direct 
assessment on the person receiving or entitled to the income' (rule 1, 
miscellaneous rules applicable to schedule D). 

A separate liability is incurred in respect to income from e&ch 
source. Any interest from a source owned by a wife is considered in
dependently in determining the amount assessable and the relief 
granted in case the source becomes nonexistent. 

• See alBo separate f1IKlUi11loDS of 4. InterHt." p. 91. 
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All income derived by a person from any of the sources specified 
in rule 1 of case III may, however, as from Aprill, 1927, be assessed 
and taxed in one sum (sec. 301 Finance Act of 1926). This provision 
does not extend to income trom investments of the life-assurance 
fund of foreign life-assurance companies (mentioned in rule 3) nor 
to the profits of cattle or milk dealers (covered in rule 4). 

The tax is computed separately, however, on: 
1. Income from a source under rule 1 of case ill, or a part of such 

source, which a person ceases to possess in any year of assessment 
(the computation is made as in the case of a discontinuance of a trade 
or profession, on the actual income of the year of assessment). 

2. Income from a new source of profits or an addition to a source 
acquired in any year of assessment, the computation being made, as 
·respects the year of assessment in which the income first arises, on 
the full amount of the profits or income arising within that year; 
and, in respect to subsequent 'years of assessment, on the full amount 
of the profits or income arismg within the year preceding the year 
of assessment, in accordance with rule 2 of case III (sec. 30, Finance 
Act of 1926). 

D).ALDS IN CATTLE OR HILI[ (CASE W) 

If the lands occupied by a dealer in cattle or milk, which have· been 
char,.oo. under schedule B on the assessable value, are insufficient 
for the upkeep of the cattle brou~ht onto the lands, so that the 
assessment value affords no just estImate of the profits, the commis
sioners "may require a statement of the profits to be delivered and 
charge such further sum thereon as, together with the charge under 
schedule B, will make up the full sum wherewith the dealer or seller 
ought to be charged" (rule 4, rules applicable to case III, schedule 
D). 

The normal basis of assessment is the full amount of profits arising 
within the year preceding the year of assessment (rule 2). 

Any division, apportionment, or aggregation necessary in arriving 
at taxable profits is authorized by section 35, Finance Act of 1926. 

TITHES. DUES. lIfANORIAL PROFITS. ETC. (CASE W) 

The miscellaneous profits derh-ed from lands or other heredita
ments; previously assessable und€"r schedule A, no. II, were trans
ferrett by the Finance Act of 1926 (sec. 28) to schedule D, case III. 
Such profits (rules of No. II) include: 

(a) Tithes taken in kind. 
(l/) Dues, etc., in right of the church or by endowment or in lieu 

of tithes (not being tithes arising from lands), and teinds in Scot
land. 

(c) Tithes compounded for, and all rents and money payments in 
lieu of tith<'s arising from lands, othe1" than tithe commutation rent 
char,!!es confirmed under the Tithe Act of 1836. 

(d) Profits of manors and other royalties, including all dues and 
services or other casual profits, other than rents or other annual 
payments reserved or charged. 

(e) Fines received in consideration of any demise of land or tene
ments (not being parcel of a manor or royalty demisable by.the 
custom thereof). 
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(f) Profits of other than the p""""'!ing kinds, and not liable to 
deduction, arising from lands, ere., and not in the actual occupatiou 
of the person to be charged; for example, a dead rent payahle in 
respect of coal comprised in a mining lease hut not yet won. 

In Il"nerai, the tax is to be imposed on the basis of the profits aris
ing Within the year preceding the year of ass ment, in accordance 
with rule 2 (1) of the rules applicable to ease III of schedule D. 
In computing the amount of au ass ment under schedule D, how· 
ever, the like allowances and deductions 1rill he made as would ha¥e 
heen made if the as", IDent had heen made under schedule ~ no. II, 
that is, the exemption for lands, tenements, hereditaments, and herit
ages owned and occupied by a charity, or profits therefrom used for 
charitable purposes only. 

The 8 'wm~nt in respect of the above-mentioned kinds of income 
is generally made on the red pient of the income, so that tax is not 
deducted on pavment, though it is possible to make the ass. lIIent 
on the occupier of the lands, etc. (rule 6 of no. VII, schedule A). 

Income from~ foreign secnrities--that is, £eCurities outside the 
"("ruted ~I!dom-is taxed under ease IV. (The British Dominions 
and the .lrisIl Free State are .. outside the United Kingdom.") In
come from "securities" means, in general, ineome ~ by virtue 
of a deed or contract, such as B mortgage, bond, or sinular instru
ment.. Shares in a company are not included under this head. 

B""", of ..... <OS8m....t.-The tax ,,~ill he computed normaUy on the 
full amount of income arising in the year precedinl! the year of 
assessment, whether or not the income has been or will be received 
in the United Kingdom. This rule first applied in the year 1921...28. 
Previously the basis was the income arismg in the year of assess
ment it..<e].f. 

DeductiOM.-The deductions and allowances granted are the same 
whether or not the income is received in the United Kingdom. The 
following deductions are specifically ~ted. 

1. The amount of income tax paid m the place where the income 
in question arose (see" Dominion relief", p. 1(0). 

2. The annual interest, annuities. or other annual amounts payable 
out of the income to B person not resident in the United Kingdom. 

E_ptioM lor~. etc.---()nly the amount of income that 
has beeu or will he received in the Uruted Kingdom, without any 
deductions, is taxed in the case of (Ii) persons not domiciled in the 
Lnited Kin~om; or (b) British subjects not ordinarily resident in 
the United Kingdom; Or (c) income ar~ from securities forming 
part of the investments ot the forei",an life-assurance fund of an 
assurance company. 

JlrfOOIlB FRO. DOIONION AND FOBBIGN POSSBSSIO),,'S (CASE V) 

Any source of income outside the United Kingdom, except foreign 
and colonial securities cov.ared in case IV, is dealt with by ease V. 
The term "foreign possessions" is broadly interpreted and includes 
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income from: (a) profits of a business abroad? the control of which 
iF situated abroad; (0) dividends on shares In foreign or colonial 
companies; (0) rents from property abroad; (d) interest from bank
ing accounts and deposits abroad; (0) in certain circumstances,re
muneration from employment abroad; (f) income from foreign trust 
funds-- . 

A.. STOCKS, SBA..BEB, 08 BilNTS 

B~ of fU/se8/J'111ient;-In the ease of income arising -from stocks, 
shares, or rents in any place out of the United Kingdom, the tax 
will be computed on the full amount thereof arising in the year pre
ceding the year of assessment, whether the income has been or will 
be received in the United Kingdom (sec. 29, Finance Act of 1926). 
The former bssis was the average of the three preceding years. 

Dedvdiom.-Whether such income is received in the United King
dom or not, the same deductions are allowed as stated in case IV. 

Ea:emptiom for. 'IIOnresidents, etc.-The preceding rule regarding 
assessment does not apply (a) to a person not domiciled in the 
United Kinyg~m, (0) to a British subject not ordinarily resident in 
the United . gdom, or (c) to such income arising from the invest
ments of the foreign life-assurance fund of an assurance company. 
In these instances the computation- is made on the basis of assess
ment given below under B. 

B. OTBEB lNOOHBI BBOIl i"OJU!![GN POSSESSIONS 

B~ of 1188emnent.-Where income arises from foreign posses
sions other than stocks, shares, or rents, the tax will be comG:':~ on 
the full amount of the actual sums received in the United . gdom 
in the year preceding the year of assessment from remittances pay
eble in the United KingdOm, or from property imported, or from 
money or value arising lrom property not im~orted, or from money 
or value so received on credit, or on account m respect of any such 
remittances, property, money, or value brought or to be brought into 
the United Kingdom. 

A business carried on wholly in Australia was held .e to be such a 
possession,and accordingly a person resident in the United Kingdom 
was assessable to tax in respect of so much of his share of the profits 
of that business as had been remitted to England. 

An employment out of the United Kingdom which is a source of 
income falls under the,same .rule, and in Pickle8 v_ F&lI!lsham 11 Lord 
Chllncellor Cave cites as examples a doctor residing in England and 
practicing in France only and a mining engineer having Il residence 
m England and wholly employed by a Spanish mining company in 
Spain. 

In Pickles v. F0'Ul8Mm, however, the earnings of the agent in West 
Africil of a British compllny were held to be not Il foreign possession, 
because" while the burdens incidental to his employment were to be 
borne wholly or mainly abroad the principal benefit which he was 
to derive from it couId only be claimed in the United Kingdom." 81 

The commission which formed the bulk of his remuneration was 
payable. by theyompany in the United Kingdom, and, in fact, ~he 

.. Darland '9'. An-her·BAtre 15 T.e. 693.. . 
.0 Otl'iQuhourl Y. Brool\a {l8SB] , 14 A..C. 493. 2 T.e..,490. 
11 P4e£lCl v~ FoulttMftl. 8: T.e. 261. P. 287,_ 
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eompany paid the whole of his remuneration into a. bankinl!: -=>unt 
in EnJ!'land on which his wife ha.d the power of drawing. 'the conrt 
held tliat instead of being ass ed under case V as being resident 
in England, although his duties were performed for the most part, 
if not entirely, in W <'Sf; Africa., beca.use he rented a bouse in the 
United Kingdom in which his wife and family resided And he him
self spent a few days in the United Kingdom during the year of 
assessment. 

DedvotioM.-The same deductions are allowed under B as are 
allowed under ease L 

PJlOVlSJONS OOJDlON TO CASES IV' AND T 

Although the nonnal basis of 8] ment for both case IV and 
ease V is the full amount of the profits, gains, or income of the 
year preeeding the year of ass ment, some special provisions are 
found in sertions 29 and 30 of the Finance Act of 1926, as follows: 

1. For the year of as. IIIent in which the income first arises, the 
tax will be computed on the full amount of the income arising within 
that yesI'. ~ 

2. 'Where~ the income first arose on some day in the year preceding 
the year of asse "'ent other than the 6th day of April, income tax 
will be computed on the income of the year of • ment-

3. Where the income first arose on the 6th day of April in the 
year precedine: the year of assessment, or on some day in the year 
next before the year preceding the year of a !!lent other than 
the 6th day of April, the person charged will be entitled, on giving 
notice in writing to the surveyor within 12 months after the end 
of the year of asse3S"'-mt, to be charged on the amount of the income 
of that year; and if the tax charged has heen paid. any tax overpaid 
will be refunded. 

Income treated under case IV or under case V may be aggre,,'"8.ted 
under each head. but the two classes may not be grouped together. 
A separate a os ment on the particular source will be made in the 
following cases: . . ~ 

1. If in any year of 8 !!lent a. person so chargeable ceases to 
possE'SS a particular source or part of 8. source of such income, he is 
taxed, as m the case of 8. discontinuan .... of 8. bnsiness. on the income 
received in the year of a" ... mt itself from April 6 to the date of 
di..",ntinuanoe. / 

2. If a person uqui....., in any year of a. ..""t, 8. new SOIU'ee of 
such income or an additional SOU",", the rules given aba<"e regarding 
inl"OlI1t' wh .. n it first arL<es will apply. 

INCOIIB }IIIOT 'l"AIBD 1JJrlDE& OI'B:D: BEAJJ8 CC&SB VI) 

The ft"enne authorities assess, under ease VI, such income as they 
are not anthoriZt><! to assess under the other schedules or the other 
C&..oes of SI.·hedule D. Among the kinds of income usuallv taxed under 
this h~d are: -
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1. Profits derived from the sale of patent rights, literary copy
rights, etc., when it is not the ordinary business of the vendor to 
engage in such transactions. 

2. Profits derived from occasional sales or other activities entered 
into for the purpose of making a profit or under such other circum
stances as would entail liability. 

3. Rents derived from leasing furnished houses (exclusive of the 
ordinary business of keeping a boarding house, for which liability is 
incurred under case I). Deductions may be taken in computing the 
assessable profits for the rent paid by the lessor of the furnished 
house, local "rates» cost of heating, lighting, and cleaning, insur
ance, depreciation of furniture (usually up to 10 l?ercent), repairs, 
agents' fees, and advertising charges. If the lease IS made inclusive 
of services, the income derived is frequ~ntly regarded as earned 
income. 

Beginning with April 6, 1927, the assessment under case VI is 
made either on the actual profits arising in the_ year of assessment 
or upon the profits of a period not greater than 1 year, averaged 
out to 12 months, provided the commissioners so direct (sec. 29 
(2), Finance "Act of 1926). 

SCHEDULE E. SALARIES 

Salaries or other remuneration paid to employees, di>;ectors' fees, 
and pensio~, annuities, and other compensation payable in respect 
of past services to retired employees or their representatives are 
taxed under schedule E. Employment exercised abroad is regarded 
generally as a. foreign possession, and the income therefrom is 
taxable under schedule D, case V. 

BASIS OF ASSESSMENT 

In the past, the' tax has been assessed on ,the total amount of 
remuneration payable for the year of assessment, an adjustment 
being made in respect of any increases or decreases of remuneration 
which take place during the year. As from 1928-29, however, this 
kind of income will be taxed on the basis of the- preceding year 
except in the case of (1) weekly wage earners engaged in manual 
labor,who are assesseC! half-yearly, (2) persons not continuously 
resident in the United Kingdom who are employed there occasionally 
or intermittently, and (3) colonial officers' leave pay (sec: 45, 
Finance Act of 1927). 

Expenses necessarily incurred and defrayed out of remuneration 
are deductible, but such expenses do not include traveling expenses 
from residence to place of employment. 

Lump-sum compensation paid at termination of employment is 
usually not assessable. 

Any person who was assessed for 1927-28 ill respect of income 
taxable under schedule E may, on giving notice to the inspector of 
taxes not later than June 30, 1929, require that his assessment for 
1928-29 be reduced to the income of that year if sueh amount is 
less than the income for 1927-28 (sec. 45 (8), Finance Act of 1927). 
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When a person first receives income taxable under this scheU ule, 
the tax will be computed on the amounts received in the current 
year of assessment. 

If he first holds employment on some day in the ;r.ear preceding the 
year of assessment other than the 6th day of April, income tax will 
be computed on the income received for the year of Bssessment. 

Where his employment began on or before the 6th day of April 
in the year preceding the year of assessm'entl he will be entitled. on 
giving written notice to the inspector withm 12 months after the 
year of assessment, to be taxed on the basis of the income of the last
mentioned year (sec. 45 {4}, Finance Act of 1927). 

Where in any year of assessment a person ceases to be employed or 
to receive income chargeable under schedule E, he will pay tax for 
that year on the amount of his income for the period beginning on 
April 6 and ending on the date of the cessation. . 

If the emoluments for the year ending on the 5th day of April in 
the year preceding the year of ass IIIent exceed the amount on 
which tax has been charged. for the preceding year, an additional 
assemnent·may be made (sec. 45 (5), Finance Act of 1927). 

BJIIPLOYEIt"S JtETD1Uf 

The employer submits in April " return of employees and, in the 
past, haa declared the estimated remuneration of eaCh employee for 
the year ending the following April 5. Increases occurring during 
the year were taken care of by additional asse IIIents, and decreases 
were adjusted by discbarg!ng the appropriate amount of tax or, if 
the entire tax has been p&ld, by repayment of the amount not due. 

In the case of varying remuneration, it has been the practice of 
the revenue authoritIes to base the a m.mt upon the amount of 
commissions or other fluctuating income received in the preceding 
year. 

If the employer pays the remuneration free of tax, as sometimes 
occurs in the case of limited companies, the amount of tax thus paid 
is treated as additional remuneration and must be returned as pact 
of the employee's remuneration. 

SCHEDULE C. INCOME FROM GOVERNMENT SECURITIES 

Interest, annuities, dividends, etc., payable in the United Kingdom 
out of any public revenue, whether of the United Kingdom, a British 
Dominion, or a foreign state, are taxable under schedule C. Such 
income is tnxed at the source, the Bank of England or other agent 
entrusted "ith the payment of the interest or other income being 
empowere.i to deduct the standard rate of tax when payment is 
made to tl)e recipient. The amount so deducted is then delivered to 
the inland revenue authorities. The exceptions to this general rule 
an' as follows: 
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. 1. Interest, etc., on holdings of Government departments or of 
certain official charitable funds, etc. is not subject to tax. 

2. Interest payable in the United Kin~dom on any securities of a 
British Dominion or So foreign state whIch are owned by a person 
not resident in the United Kingdom is not subject to tax, and, if 
charged, the tax may be reclaimed. . 

3. Contrary to the prewar practice of taxing securities of the 
British Government by deduction at the source, the interest paid on 
most of the British Government securities issued during the War is 
either (a) paid in full and assessed on the recipient under the rules 
of schedule D, 01'( b) if paid on securities which are proved to be 
in the beneficial ownership of a person who is not ordinarily resi
dent in the United Kingdom, is exempted from tax . 
. 4. Certain securities were issued during the war exempt from the 
standard rate of tax but subject to the supertsx. (The rea.son for 
this treatment was that the standard rate of income tax was com
pounded by means of a subnormal rate of interest.) 

5. Interest on war savings certificates and national savings certifi
cates, issued subject to a limitation on the total number of certifi
cates that may be held by anyone individual and carrying aCCumu
lated interest at the date of their maturity, is exempt from both 
the standard rate of income tax and the supertax. 

6. Small amounts of interest and dividends, of which the half
yearly payment does not exceed 50 shillings, payable through the 
Bank of England or the Bank of Ireland out of any public revenue, 
are not taxed at the ,source but are assessable on the recipient under 
the rules of schedule D.. . . 

7: Securities issued in the United States by a British municipal 
corporation, county council, or other local authority for the purpose 
of raising any money which it is authorized to borrow ~ if issued 
with the authority of the British . Treasury, are not liaole to the 
standard rate of income tax or supertax, except where they are held 
by persons domiciled in the United Kingdom or by British subjects 
ordinarily resident there (sec. 46 (4), Income Tax Act of 1918). 

(In this connection, see. also. "Interest and other annual pay
ments," p. 91.) 

SCHEDULE A. INCOME FROM OWNERSHIP OF LANDS, HOUSES, ETC. 

Schedule A applies as from 1927-28 to the annual value of lands, 
houses, and buildings in the United Kingdom, exclusive .of mines, 
quarries, etc., taxed under schedule D, case I, and tithes, manorial 
profits, etc., taxed under schedule D, case ill. The term "lands" 
embraces houses occupied by tenant farmers and also farm build
ings. Schedule A deals with income from: 

(a) Lands, buildings, etc., capable of actual occupation (no. I of 
schedule A) i 

(b) Certain tithes, profits of manors, and other minor profits of 
lands not in the actual occupation of the person entitled to the pay-
ment (no. II of schedule A) ; and , 

(c) Railways, mines, iron works gas works, salt works, water
works, docks, canals, quarries, and sinillar enterprises which are 
closely connected with the land but are in the nature of trading 
concerns (no. III of schedule A). 



BUSINESS TAXES 89 
No.. I OF SCBBDULB A 

The proprietor of the land, house, or other property a ble 
under no. I of schedule A who occupies such property himself is 
assessable on its annual value in the same manner as the owner who 
has leased his property to tenants. (The bulk of the "tithe" 
in England has been commuted into" tithe-rent charge n, which also 
comes under this head-unless, as happens occasionally, it is taxed 
by deduction.) AD exemption is ~ted in respect of property 
owned by a charity. Relief also IS granted where the rents or 
royalties payable in respect of any of these properties are payable 
to any hospital, public school, or almshouse or to any trustee for 
charitable purposes, provided the moneys are applied to eharitable 
purposes only (sec. 31 (1) (a), Income Tax Act of 1918; sec. 30 (1) 
(a), Finance Act of 1921; sec. 28, Finance Act of 1926). 

The tax is impused on the" annual value ", which, in broad terms, 
is the rent received for leasing the property or the rent it wonld be 
worth if leased by the year, the tenant bearing the nsual tenant's 
" rates " and taxes and the landlord bearing the cost of repairs. 

The method of determining annual values differs in various parts 
of the United Kingdom. Iu the Administrative County of London 
it follows the evaluation made under the Valuation (metropolis) Act 
of 1869, for local rating, and in Scotland it follows for the most 
part the valuation made under the Lands Valuation (Scotland) Act 
of 1851, for local rating. With these exceptions all prol"'rty is re
valued periodically when directed by the Finance Act. The annual 
value, when determined, remains in force normally for a period of 
;; years, but it can be increased during this period to take intO 
account structural alterations to the prol,"'rly. . 

The annual value as determined constitutes the gross assessment. 

DBDUcrIONB 

From the annual value an allowance for repairs is deductible, 
as follows: When the annual value does not exceed £40, one fourth; 
when the annual value is between £40 and £50, £10; when the annual 
value does not exceed £100. one fifth; when the annual vaIue exceeds 
£100, £20 plus one sixth of the excess of the annual value over £100. 

These rates apply primarily to houses. The allowance for lands 
is an amount equal to one eighth of their annual value. AD allowance 
is also given in respect of an:)' part of the year of ass mwt during 
which the house is not occupied. 

A tenant occupier 'Who deducts tax against rent may be required 
by his landlord to produce his receipt for payment of the tax, 
and the tenant occupier will not be discharged of so much of the 
rent as is represented by the tax paid unless he delivers the receipt 
to the landlord when requested. 

NOS. n A.ND m OP SCIIEDULB A. 

The tax on the classes of income formerly asse md under no. II 
(computed on tits actual &nlounts of money received or on various 
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averages) and no. III (formerly imposed on the annual value meas
ured according to the rules of schedule D) was transferred for the 
year of assessment 1927-28 and thereafter to schedule D, cases ill 
and I, respectively, the basis of assessment to be the income of the 
preceding year. This transfer does not affect the exemption granted 
by sections 37, 38, and 39 of the Income Tax Act of 1918, and section 
30 of the Finance Act of 1921, with regard to rents of land belong
ing to hospitals and other charities, fnendly societies, trade unions, 
savings banks, cooperative societies, etc. 

(The remaining numbers of schedule A, from IV to VIII, inclu
sive, contain rules for estimating annual value and concerning allow
ances, persons chargeable, and recoupment of tax in certain cases.) 

SCHEDULE B. PROFITS FROM OCCUPATION OF LANDS 

Schedule B concerns primarily the profits of farmers. It covers 
income derived from the occupatIOn of lands. The tax is impOsed in 
addition to the tax under schedule A but does not extend (1) to 
dwellings not used in connection with farming nor (2) to ware
houses, workshops, and other buildin~ used for business purposes. 

In the section of this report dea1ing with "Exemptions" (see 
p. 96) details are given concerning allowance for lands occupied by 
charities for purposes of husbandry, public parks, lands attached to 
hospitals, etc. Earned-income relief also is allowed in respect of 
assessments under schedule B on land occupied for purposes of 
husbandry only and on woodlands managed on a commercial basis. 

BASIS OP ASSBSSHENT 

Assessment is made on a conventional basis which assumes profits 
bearing a certain relation to the " annual value" of the land occu
pied. The occupier of lands used for purposes of husbandry (that 
IS, cultivation of crops) is taxed under schedule B on the annual 
value as determined for schedule A. 

A farmer occupying lands for purposes of husbandry only may 
(1) accept the ordinary assessment under schedule B and obtain at 
the end of the year a reduction to the amount of actual annual profits 
if they are less than the conventional assessment, or (2) elect to be 
assessed under schedule D on the same basis as though his income 
from the occupation of land were tradingtE~::ts. In the case of all 
other lands the basis of assessment is one . of their annual value 
under schedule A. 

Lands occupied for the purpose of raising cattle are also assessed 
under schedule B, but in certain circumstances (see p. 82) the com
missioners have power to demand a statement of profits and to tax 
under schedule D, case III, the amount by which the profits exceed 
the schedule B assessment. 

Profits of nurseries and market gardens are assessed under schedule 
B but computed according to the rules of schedule D. 

Although profits from the occupation of woodlands are normally 
assessable under this schedule, a person occupying woodlands and 
managing them on a commercial basis may elect to be assessed as a 
trader under schedule D. 
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INTEREST AND ANNUAL PAYMENTS 

In view of the numerous provisions in the British income-tax law 
concerning interest and other annual payments, the various methods 
of treating the more important items of such income (already noted 
under the several schedules) have been grouped below for the con
venience of the reader. The broad line of demarcation is between 
payments which are not ~ade on an annual basis and those wh!ch 
are.' The term "yearly roterest" has been defined as that whICh 
may become payable at a future date and is calculable by J?"riods 
of not less than a year, even though the obligation to pay It may 
cease before the year is out.·· While interest for a shorter period 
than a year is assessed directll on the recipient, yearly interest, as 
a rule, is taxed by deduction 0 tax at the source. 

Annual payments may be classified under five heads: (1) Annual 
payments which are assessed directly on tbe recipient; (2) interest, 
dividends, etc., paid out of British or forei.;rn public revenues, or 
(ll) by foreign companies to persons in the united Kingdom, from 
which the paying agent deducts tax and accounts for it to the 
Crown; (4) annual payments which are not made out on the taxed 
profits of the payer, and from which thejayer deducts tax for the 
account of the Crown; (5) interest an other annual payments 
known as "imnual charges", which must be included in the taxable 
income of the debtor t the debtor recouping the tax by deducting it 
from the amount paid to the creditor. 

INTEREST FOR PERIODS LESS THAN A YEA.B 

. Payment of income tax on interest for periods less .than a year 
falls mto one of the following groups: 

1. In paying interest upon short-term loans made by bankers, as 
for 3 months, wbich are not intended to be continued for a long 
period," the borrower may not deduct tax, and the interest is in
cluded in the taxable {rofits of the bank. If the money was bor
rowed in the course 0 trading and not for use as capital, the bor
rower is allowed to deduct the interest thereon as an expense in 
computing net profits. Where the interest was not allowed as an 
expense, but was paid out of the debtor's taxable ~profits to a bank 
carrying on a bona fide banking business in the United Kingdom, 
the debtor may claim repayment from ilie authorities. This same 
rule applies to annual interest on bankers' loans (sec. 36 (I), Income 
Tax Act of 1918). 

2. Interest on a bank deposit for less than a year is paid without 
deduction of tax and assessed on the depositor. 

3. Interest (not being yearly interest) on a loan made by persons 
bona fide carrying on business as members of a stock exchanrre or as 
a discount house in the United Kingdom is paid by the b~rrower 
without deduction of tax, but if the authorities are satisfied that the 
lenders will include the interest in their statement of taxable incom" 
the borrower may claim repayment of the amount of tax on the 

IS I,. n Crat'M [lOOn. 2 Ch. 448. 
"GO.liftgt (lad aM,.". v. Blah 118S9). 23 Q.B.D. :l24. 

174M2-S3-'l 
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interest that he has paid because of its being included in his taxable 
income (sec. 36 (2), Income Tax Act of 1918). . 

ANNUAL PAYMENTS (INTEREST. DIVIDENDS. ETC.) 

Payment of income tax on yearly interest falls into one of the 
following groups: 

TAX PAm BY RECIPIENT 

1. Interest, annuities, and other a.nnua.! profits or ~ns assessable 
on the persons receiving or entitled to the income mclude, among 
others, the following items covered under case III of schedule D: 

(a) A.ll discounts. The entire difference between the amount paid 
for a Treasury bill and the sum rea.!ized for it, whether by holding 
until maturity or by selling or converting before maturity, has been 
held •• taxable under this head. 

(b) Profits on securities bearing interest payable out of the public 
revenue other than such as are charged under schedule C. 

(c) Interest, annuities, dividends, and shares of annuities payable 
out of any public revenue where the half-yearly payments in respect 
thereof do not exceed 50 shillings and are not chargeable under 
schedule C. 

(el) Interest paid or credited in full without deduction of tax by 
any savings bank to any depositor. The savings bank is itself exempt 
in respect of such interest, but it is chargeable again.qt the depositor 
under case III of schedule D (sec. 39 (3) (b) (i), Income Tax Act 
of 1918). 

(e) .Jnterest on exchequer bonds issued under the authority of the 
Treasury during the World War and a period of 6 months there
after and on any securities issued under the War Loan Acts of 1914 
to 1917, or any act amending those acts, in cases where such interest 
is paid without deduction of tax. 

TA.:S:: DEDUCTED BY PAYLl'9G AGENT 

2. Interes!t annuities, dividends, etc., with certain exceptions, pay
able in the united Kingdom out of any public revenue, whether of 
the United Kingdom, a British Dominion, or a foreign state, are 
subject to tax by deduction. The paying agent deducts the standard 
rate at time of payment and remits it to the Crown. 

British municipal securities issued in the United States with the 
authority of the British Treasury are exempt from British income 
tax and supertax except where they are held by persons domiciled 
in the United Kingdom or by British subjects ordinarily resident 
there (sec. 46 (4), Income Tax Act of 1918). . 

3. Interest, dividends, annuities, etc., paid by foreign companies 
to persons in the United Kin!l'dom through an agent are similarly 
taxed, the paying agent deductinE the standard rate from the amount 
due and remitting it to the Crown (mle7, miscellaneous rules 
applicable to schedule D). 

Where the dividends of a foreign company were payable either 
at the London agency or abroad at the option of the shareholder, 

"NoUo"'" Pro ....... ' 1 ... _""" Y. _. 8 T.C. IT r19~11. II A.C. 22lI. 
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and the ~ncy paid the dividends out of its own profits, which 
were suffiCIent for the pnrpose, it was held" that in assessing the 
dvidends an allowBIlce should be made in respect of that ]!Oman 
which was paid out of the previously taxed profits of the .I!illglish 
agency. 

TAX DEDUCTED BY FA'Y1I:B FOB CBOWK 

4. Interest, annuities, or other annual payments charged with tax 
under schedule D and any royalty or other snm paid in respect 
of the user of a patent not payable wholly or in part out of the taxed 
profits of the taxpayer are taxed by deduction, the payer accounting 
for the amount deducted to the Crown (rule 21, general rules, 
Income Tax Act of 1918). This rule applies also in the following 
cases: 

(a) Copyright royalties, other than on cinematograph produc-
tions, paid to a nonresident (sec. 25, Finance Act of 1927). ' 

(b) Interest not paid out of earnings. Where a railway company 
paid "annual interest" on its share ca.pital and debenture stock, 
although it had made no profit, and deducted tax therefrom,it was 
held liable for the whole amount as a debt due the Crown." The 
company had made a retnrn and had been assessed on the amount 
"f interest paid in the year preceding the year of assessment. As 
the amount paid in the year of assessment was greater than that of 
the previous year, the company's liahility extended to the difference. 

5. Interest on mortgages and bonds, annuities, or any other annual 
payments made nnder a will, deed, or contract, or any royalty or 
other sum paid in respect of the user of a patent, which is payable 
wholly out of the taxed profits of the payer, is subject to the deduc
tion and retention of the tax by the payer from the amounts remitted 
to the payee (rule 19, general rules, Income Tax Act of 1918). A 
discussion of various items taxed in this manner follows. 

(a) Real-utate ",,".-The tenant occupier is taxed on his net in
come inclnding the rent, but is entitled to deduct and retain the 
standard rate of tax in respect of the rent payable to the landlord 
(schedule A, rio. VIII). The same rule applies to ground rents, 
chief rents, feu duties, and tithe-rent charges where not assessed 
directly on the title holder. 

(b) A,..."al payment in the nat ...... of 1& roo;alty.-A foreign firm 
granted an English company tbe exclnsive nght of manufacturing 
articles by • secret process and of selling them, in consideration 01 
the payment for 4!l years of 8 percent of the gx:oss receipts of such 
sales. Before paYIng ~e amonnt due to the foreIgn firm the English 
company deducted the mcome tax payable thereon, The conrt held IT 

tli"t the English company was entitled to do so as the payment was 
an annuity or annual payment payable out of profits or gains. 

• GU,...,.,.lCfl T. ~.0'It- (18811. T Q.B.D. 562. 48 L.T. 10. 1 T.e. GOt . 
• LfA"fI AtilPO('Clt .... Fort_ B~ RatL. Ca. [l$S)Ol. 28 S~.L...R. 576., a T.e. 1 • 
.. ~1.I1t! 'J. litillfld .PoiVA Co.. [1905]. 92 L.T. 682'. 21 T.LR. 464. 
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(a) Intere8t on billa of e:nalumge.-The practice of deducting tax 
from interest on a bill of exchange was approved in one case,.· but 
its correctness was doubted in another." 

(d) Interest on '1M1'tgage loan.-Periodical installments covering 
principal and interest were payable over a term of years in respect 
of money borrowed from a building society on mortgage of property. 
It was held 4. that income tax was deductible from the portion of 
tbe repayments that represented interest. 

(e) A/ongage held by bankers.-In a. case whel'e bankers had a 
mortgage for a fixed sum and also a banking account with their cus· 
tomer, the court remarked: "It is necessary, in all these cases, to 
distinguish between what is a ba.nking account, as between banker 
'and customer, and what is an account as between mortgagor and 
mortgagees .. .. *." Where the relationship is that of mortgagor 
and mortgagee: the mortgagor is entitled to deduct tax from the m
terest, but in owings with merchants, in discounting bills and the 
like, and on loans for short periods the income tax is not deducted." 
, <f) Weekly payments ()1)er a year.-Fixed weekly payments due 
on a fixed day ever;r week for a period possibly exceeding a year 
were held" to be annual payments" from which tax was de
ductible. 

The term "annual charges" refers not only to payments made 
'once a. year, but also to payments made at longer or shorter intervals 
.where the amounts are calculated with reference to a fixed period and 
which are paid or intended to be paid year after year. 

(g) Dividends, etc.-Dividends paid by a British company are 
,,,,,,,imilated to annual charges, being included in the tatal profits of 
the company subject to the standard rate of tax. When dividends 
are distributed, the company deducts tax therefrom. 

BASIS OF ASSESSMENT 

In applying the prineil?le of deduction at source, the income tax 
on annual payments arismg out of & legal obligation is collected 
_ from the debtor ~r payer through requiring him to include in his 
taxable incame the amounts that must be paid to the creditor or 
,payee. Such amounts are entered in the debtor's return as annual 
eharges against his income. Since the tax is to be borne by the 
creditor. however, the debtor is authorized to transfer the burden 
of the tax to the creditor by deducting the standard rate from the 
amount paid, thus recouping himself. , 
, The woss amounts transferred must be declared by the recipient 
in his return of total income, but the standard rate of tax is not im
posed .a second time on the creditor by direct assessment. It is 

,necessary to deduct such charges from the debtor's gross amount of 
income in order to ascertain the total net statutory income on which 

"are based his allowances and reliefs and his liability to supertax. 
Any agreement between the payer and the payee requiring annual 

charges to be paid in full is null and void. The payee is bound to 

• D(l'lfttlSg v. » .. denOft {U50], a DeG. a. Sm. 'l02. 1& L.J'. Ch. 273, l' ;Tur. (N.S.) 
1088, 

W Go.ding. and S'h4rrJfI V. Blflktt £1889]. 2~ Q.B.D. 324. 2 T.C. 450 . 
., Mlddl(ltlbrouflh. ete~ Bf'ftf:1Jt BuUdtn" Bodetll. E. part. Wgt1l.61 [1880]. M L.T. 492 • 
.u M081t8 v. 8alt [186;1:). 82 L.J. Ch. 1:ie. 32 B~v. !l60. 
a /" re Ja'MlI Sdtlemont: Waamvlh 1'. Ja~ U9IS}. 2 Ch. fti4, 87 L..T. Ch. 454, 119 

L.T. 114. 
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allow the pal'er to deduct tax from the payment due (rule 23, 
general rules, Income Tax Act, 1918). 

When II debtor paid yearly interest without deducting income tax, 
he lost the right to deduct in respect of such payment," but in 
another case" to the payer of royalties, who had not deducted tax 
was allowed to recover the amount of the tax from the recipient of 
the royalties. 

RATB DBDUCTlBLB 

If the annual payment is made out of profits taxable in the hands 
of the payer, or if the tax has been borne by the payer through de
duction at source from amount due himl the payer deducts, from 
the gross amount he has to pay, the standard rate or rates ill force 
over the period in which the income out of which the payment is 
made was accruing due. Thus, if the fiscal year of a limited com
pany overlaps 2 income-tax years having different rates, the rate 
of tax deductible from the gross amount of dividend is the average 
of the rates in force, taking into account the proportion of time each 
was in force during the fiscal year of the company. 

Beginning with 1928-29 tax is to be deducted from dividends, 
interest, ground rent, etc., at the standard rate for the year in which 
the amount payable becomes due. This new rule does not apply, 
however, in the case of rents payable by a tenant occupier and annual 
charges in Scetland, which will continue to be taxed in the present 
mllnner (sec. 39 (1), Finance Act of1927). 

Where the annual J;lllyments are made out of profits that are not 
chargeable, as where IDterest, dividends, annuities, etc., are 'paid in 
England by the paying agent of " foreign company, the rate ill force 
at the date of payment is to be deducted from the gross amount. The 
same rule applies to cOl?yright royalties, except cinematograph pro
ductions, which are paid to nonresidents (sec. 25, Finance Act of 
1927). 

EXEMPTIONS 

Income of certain kinds and of specified bodies is exempt from 
tax. In addition to the general exemptions, there are a number of 
special exemptions under the various schedules. 

Contributions to charity: are not as a rule exempt, but contributions 
by employers to charities benefiting employees are allowable. 

GENERAL EXEMPTIONS 

General exemptions embrace: 
1. Lump sums paid for compensation for injury or loss of office-
2. Sickness benefit. 
3. Sums, other than annuities, received under life, sickness~ or ac

cident insurance policies. 
4. Disability pensions granted to ex-service men. 
5. Accumulated interest on war or national savings certificates, 

provided the number held by the owner does not exceed the number 
authorized by the Treasury regnlations. 

6. Dividends, in respect of 'purchases, received from industrial, 
provident, or cooperative societies . 

.. UC&adfeu Provident Btdld4"fI BociStN v. NetDlatuk £1898], 20 It.. 821. 30 Se-L.B. 'ISO .. 
4IA.gq1O V. F~ (1903].6 F. 819 • .0 BeL-R. 68$, 
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7. Unemployment, sick, and strike pay received from trade unions, 
etc. 

8. Scholarships and ~rants to students for research or similar 
training at colle~, umversities, etc., or held by persons receiving 
full-time education at a school, university, or other educational 
establishment. 

9. Competition prizes. 

SCHEDULE A EXEMPTIONS 

Schedule A, no. 1 (income from the ownership of lands, houses, 
etc.), exemptions embrace: 

1. Colleges or halls in any university of the United Kingdom 
occupied for educational purposes. 

2. Buildings helongin~ to hospitals, 'public schools, or almshouses, 
insofar as these are usea only for charItable purposes. 

3. Buildings belonging to a literary or scientific institution used 
solely for the purposes of the institution and where no payment is 
made or demanded for instruction. The annual -value of such prop
erty is duly brought into assessment, but the tax is specially remitted. 

By concession an exemption is granted (a) council schools, de
nominational schools, mission rooms, though used occasionally for 
purposes other than educational or religious1 and (0) parish halls 
and rooms, parish clubs, church institutes, ana buildings of a similar 
character almost exclusively used for divine worship, Sunday schools, 
and other religious objects, where not leased for profit and the sums 
received from occasional leasin~ are only intended to cover the cost 
of cleaning, lighting, etc. ThIs exemption does not extend to the 
tax payable on charges on such property, as ground rent, feu duty, 
and mortgage or bond interest or other annual payments secured on 
the property, from which tax is deducted when the payer makes 
such payment. Cathedrals, churches, property vested in and occu
pied by the Crown, etc., are not brought into assessment at all. 

SCHEDULE B EXE~ONS 

The only statutory exemption under schedule B (income from 
the occupation of lands) is that accorded in the case of lands occupied 
by a charity where such lands are: 

(a) Occupied for the purpose of husbandry; and 
(0) The husbandry is mainly carried on by beneficiaries of the 

charity' and 
(c) The profits, if any, arising froin the cultivation of the land 

are applied solely to the purposes of the charity. By" charity" is 
meant & body of persons or a trust established for charitable purposes 
only, snch as the relief of poverty, the advancement of education and 
religion, and certain other purposes by which the community is 
benefited. 

This exemption extends, however, to: 
(a) Public parks, recreation grounds, etc., where held in trust for 

the public. . 
(0) Lands attached to hospitals, public schools, and almshouses 

and used for their purposes. . 
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(c) Gardens and pleasure grounds occupied in conjunction with 
a bouse and not exceeding 1 acre in'extent. 

{

d) Public parks belonging to the municipalities, etc. 
e) Allotments, plots, etc. 
f) Waste lands that are unenclosed. . 

SCHEDULE C EXEMPTIONS 

Under schedule C (income paid, under deduction of tsx at source, 
out of any public revenue) : 

1. No tax is charged in respect of interest, etc'l on holdings of 
Government departments or of certain official chantsble funds, etc. 

2. Interest payable in the United Kingdom on any securities of a 
British Dominion or foreign stste which are owned by a person not 
resident in tbe United Kingdom is not charged to tax, or if charged, 
the tax may be reclaimed. 

3. The interest paid on British Government securities issued dur
in~ the war period which are proved to be in the beneficial owner
shIp of persons who ordinarily are not resident in the United King
dom is not liable to tax. 

4. Interest on certain securities issued during the war period is 
free from assessment to the standard rate but remains liable to 
supertawx. d . __ 1 • . rtifi tea h' h . ed b' t 5. ar an natio"", savmgs ce ca w Ie are lSSU su lec 
to a limitstion on the totsl number of certificates that may be held 
by anyone individual carry accumulated interest at the date of their 
maturity and are granted exemption from both income tax and 
supertax in respect of that interest. 

SCHEDULE D EXEMPTIONS 

Schedule D (income from trade, professions, etc.; dominion and 
foreign securities and ,possessions; interest, etc.) exemptions include: 

1. Under case IV, mcome from domimon and foreign securities 
accruing to a person not domiciled in the United Kin.gdom or to a 
British subject who ordinarily is not resident in the United King
dom is not subject to tax except on the amount which is received In 
the United Kingdom. 

2. Under case V, the same rule applies to income from dominion 
and foreign stocks, shares, or rents. Income from the share of a 
business wholly carried on abroad and from other foreign posses
sions except steeks, shares, and rents is not taxed except for the 
amount actually received within the United Kingdom, even though 
the recipient is a resident. 

3. Charities are exempt in respect to (a) trading profits, provided 
the profits are used exclusively for the purposes of the charity, and 
the trade is exercised in the carrying out of one of its primary pur
poses or the work is mainly carried on by the beneficiaries of the 
charity; and (b) annual and other than annual interest, applied 
solely to chal'itable purposes. 

An American enterprise engaged in the business of shipping (or
dinarily assessable under schedule D) is exempt from British tax 
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on its profits made within the United Kingdom by virtue of the 
principle of reciprocal exemption that has been adopted as between 
that country and the United States." This arrangement, operative 
from May 1, 1923, was made by the British Government under 
authority of section 18 of the Finance Act of 1923. Similar arrange
ments effective from April 6, 1923, had been made with Norway, 
Sweden, Denmark, Finland, and the Netherlanda. 

The 1923 act contemplated only arrangements with fore~ ststes. 
Section 31 of the Finance Act of 1924 extenda the authorizabon to in
clude reciprocal-exemption arrangements with any British Domin
ion, any territory under British protection, and any territory in 
respect of which a mandate is being exercised by the government of 
any part of the British Empire. 

ALLOWANCES AND RELIEFS 

In l'eSllect of earned income a resident taxpayer is permitted to 
take a~st the income tax certain abatements, known as "allow
ances' and "reliefs ", for the living necessities for himself and 
famil" and for life-assurance premiums. There is also a reduced 
rate mtended primarily to give additional relief to persons with 
small incomes. Beginning WIth 1928-29, reliefs consisting in deduc
tions from assessable income are taken by means of deductions 
from tax. 

After deducting allowances for expenses, wear and tear, and obso
lescence, the taxpayer may take an allowance equal to one fifth (but 
not exceeding £300) of the earned income acquired as the result of his 
personal efforts or services. "Earned income" embraces: 

(a) Salaries and other remuneration from employment. 
(b) The business profits of an individual, excluding the share of 

a sleeping partner and the profits of a limited companv. 
(e) Pensions and allowances given to survivors of a deceased 

person in respect of past services of the deceased. 
( d) Value of property forming part of the emoluments of an 

employment, provided the occupier has the power to sublet. 
(e) Civil-list pensions granted under the civil-list acts. 
In a partnership &sse =ent, each partner is granted the one fifth 

allowance, with a maximum of £300, from his share. Consequently, 
the total earned-income allowance in the firm ass ment may exceed 
£300, according to the number of partners and the amounts of their 
distributive shares. 
If earned income of the wife is included in the income of the 

husband] additional relief is granted to the extent of four fifths of 
the wife'S earned income, but subject to a maximum allowance of £45. 

AGE AJo,'D PEBSONAL ALLOW &NCBS 

In cases where the ~ayer, or his wife, who is livin .. with him, 
is 65 years of age aud his total income for the year of assessment 
does Dot exceed £500. his entire income may be treated as earned 

.. Refer to II8e. 21S{h) (8). U.s. Revenue Ad of 1826. for the Amer1eu prorisJODL 
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income and the corresponding relief may be taken. If his total 
income exceeds £500 by such a small amount as to cause hardship 
because of his not being permitted to take advantage of this special 
relief, the tax payable on the total income will be reduced, where 
necessary, so as not to exceed a sum equal to the total of (1) the 
&mount of tax to which he would have been liable if his total income 
had heen £500, and (2) one half the excess of his total income over 
£500. 

If the taxpayer is unm&rried, the first .£100 of a.ssessable income 
(the balance after deduction of earned-income relief) is exempt. If 
the taxpayer is married, the exemption is £150. The full allowance 
may be claimed by a taxpayer who marries at any time within the 
year of assessment. All personal and family allowances may be 
taken in full for the year in which death occurs-

ALLOWANCE roR HOUSEKEEPER AND DEPENDENTS 

An allowance of £50 is given if the taxpayer is a widower or 
widow and has any female person, whether a relative or not, resident 
with him or her in the capacity of housekeeper_ The same amount 
is allowed an unmarried person who maintams in his or her house
hold his or her mother (widower or living apart from her hushand) 
or some other female relative for the purpose of taking charge of a 
brother or sister. . 

There is an allowance of £50 for the first child and .£4() for each 
other child (including a stel?child or adopted child in the custody 
of and maintained by the claimant), provided (I) the income of the 
child (except from scholarships) does not exc,,,,d .£50 per year, and 
(2) the child must be living on April 6 in the year of assessment, 
and be less than 16 yeam of age. If the child is over 16 years of 
age, he must be receiving full-time instruction at a school, university, 
or other educational establishment. 

An allowance of £25 may be claimed in respect of each dependent 
relative of the taxpayer or his wife who is incapacitated b'l. old age 
or infirmity from maintaining himself or herself, or his wi e's or his 
own widowed mother whether incapacitated or not. The income of 
the dependent relative must not exceed .£50 a year. If the taxpaver, 
by reason of old age or infirmity of himself or his wife, is d('pendent 
upon the services of a daughter resident with and maintained by him, 
he may elaim similar allowance, but not subject to the maximum 
limit of £50 on the daughter's personal income. 

RBDUCBD-B.&TB BBLIBJ' 

The first .£175 of taxable income is charged at one half of the 
standard rate for the year of assessment (2%s. in the pound) and the 
remainder at the full standard rate (5s. in the pound). 

If the first £175 of taxable income meludes income from dividends, 
interest, etc., taxed by deduction of the full standard rate at the 
source, the exoess of 2%s. in the pound that has been collected is set 
off, so far as possibl'a against the tax due on other income. This 
rule applies &Iso to tax-free" dividends, but does not apply to 
" tax-compounded" interest on Government securities. 
If the total income of the taxpayer has been taxed by deduction of 

the full rate at the source, or if he has not enongh income"SUbject to 
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direct assessment to absorb the excess of tax collected at the source, 
he may claim repayment of the amount of tax overpaid. 

UFB-ASSUBANCB PBEMIUBS 

Subject to certain restrictions, a taxpayer who takes out a life
assurance policy or contracts for a deferred annuity t;pon his own 
life or the life of his wife is entitled to relief at the appropriate 
rate " on the amount of the allowable premiums paid by h1m in the 
year of assessment. An amount equivalent to tax at the" appropri
ate rate" on the amount of allowable premiums is deducted from 
the tax chargeable on the taxable income. The restrictions on this 
relief are the following: 

1. The allowed premium must not exceed ., percent of the eapital 
sum assured in any single policy. 

2. The tota:! amount of allowable premium must not exceed one 
sixth of the total net statutory income of the taXJ?ayer. 

3. The" appropriate rate " depends upon the t1me when the policy 
was taken out. If taken out on or before June 22, 1916, the appro
priate rate of tax to be deducted varies according to the total income 
for the year of assessment, being (a) one half the standard rate 
where the total income does not exce8d £1,000, (b) three fourths the 
standard rate where the total income is between £1,000 and £2,000, 
and (c) the standard rate where the total income exceeds £2,000. 

If the claimant's income does not quite amount to the limits of 
£1,000 or £2,000 referred to above, he may claim, in addition to the 
normal relief at .. appropriate rate" (a) 8. sum equivalent to tax at 
one fourth of the standard rate on the amount of the premiums, 
diminished by (b) a sum equivalent to tax at the standard rate on· 
the amount by which the taxpayer's total income falls short of 
£1,000 or £2,000. 

In the case of ,Policies taken out after June 22, 1916, relief is
limited to those glving a capital sum at death, and the beneficiary 
may claim only one half the standard rate of tax for the year of 
assessment. 

DOMINION INCOME-TAX RELIEP 

A person resident in the United Kingdom who derives from one 
of the Dominions of the British Empire income that has been sub
ject to the income tax of such dominion may claim a certain relief' 
from the United Kingdom income tax in respect to the income that. 
has already been taxed in the dominion. The relief is calculated at 
the domimon rate of tax or at one half of that person's appropriate 
rate of United Kingdom tax, whichever rate is the lower. The 
dominion rate of tax is determined by dividing the amount of the 
dominion income tax paid for the year by the amount of the income 
subject to such tax. 

The" appropriate rate» of United Kingdom tax is the rate of' 
income tax whlCh the claimant is liable to pay for the year to which 
the claim relates, or, where he is liable to the United Kingdom sur
tax for the same year, it is the sum of the rates of Uuited Kingdom 
income tax and surtax which he is liable to bear for that year. For 
the J.lurposes of this provision, the rate of United Kingdom income 
tax IS ascertained by dividing the amount of tax payable on the 
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claimant's taxable income (omitting life-assnranc:e allowances) by 
the amount of such taxable income. The rate of surtax is deter
mined by dividing the amount of surtax payable by the claimant by 
the amount of his total income. 

Companies which are within the scope of the p.......,cling provisiom 
may also claim relief in respect of dominion mcome tax, but the 
relief so obtained is passed on to their shareholders when dividends 
are distributed. 

The Royal Commission on the Income Tax, which recommended 
this relief, suggested that any further relief necessary to assnre the 
taxpayer relief amounting in all to the lower of the United Kingdom 
and dominion taxes shoufd be given by the dominion concerned. 

NO RBLIEP POR NONJUlSlDBN'r 1NDIVIDI1A.LS 

With the exception of the relief in respect of the dominion income 
tax, the allowances, deduetions, and reliefs previously described are 
not given to indhiduals who are not resident in the United King
dom; subject to a qualification, the fnll standard rate is payable on 
the whole of tbeir income liable to the United Kingdom income tax. 

The quaIi6cation is that these allowances, deductions, and reliefs 
rna, be claimed, with certain modifications, where the individuals 
satisfy the commissioners of inland revenue that he or she (I) is a 
British subject; or (2) is a person who is or bas been employed in 
the servic:e of the Crown, or who is employed in the servic:e of any 
missionary society or of any native state under the protection of 
His Majesty; or (3) is a resident of the Isle of Man or the Channel 
Islands; or (4) has previously resided within the United Kingdom 
and is resident abroad for the sake of his or her health or the health 
of a member of his or her family resident with him or her; or 
(5) is a widow whose late husband was in the servic:e of the Crown. 

These modifications have the effect of charging the income which 
is subject to tax in the United Kin"adom at the real effective rate 
which would have been levied if the total income from all sources 
had heen subject to tax in the United Kingdom. In other words, 
an individual coming within one of the above exceptions would pay 
the amount of tax that bears the same proportion to the total tax 
(after deducting all allowances and reliefs) on total income from all 
sources as the income liable to United Kingdom tax hears to his total 
income, whether subject to United Kingdom tax or not. 

DEPRECIATION, RENEWALS, A.."ID OBSOLESCENCE 

DBPRBCIATION' OF pLAlft AND JU.CllINBBY 

In charging the profits or gains of a bnsiness. profession. employ
ment, voc.tion, or office (ass ble under schedule D or otherwise). 
the commissioners having turisdiction of the assessment may allow 
such deduction as they coDSlder jnst and reasonable in respect of the 
diminished value by reason of wear and tear" during the year of 
any machinery or plant used for the purpose of the trade and belong
ing to the person by whom it is carried on. The allowance is also 
granted if machinery or plant is leased on condition that the lessee 
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maintain it and return it in good condition at the end of the lease 
(rule 6, rules applicable to cases I and II, schedule D). 
If the lessor of the machinery himself is bound to keep it in good 

~ondition, he may claim an allowance for wear and tear. In such 
case, if the rent for the use of the plant and machinery is paid to the 
lessor without deduction of tax, he may claim the allowance against 
the assessment which will be made on him. On the other hand, if 
tax is deducted from the rent when paid, the lessor may claim the 
allowance for wear and tear, and the appropriate amount of tax will 
be refunded to him. 

The term" I?lant and machinery" extends to tramways, ships, etc., 
used in carrymg on a business undertaking. It also includes, in 
practice, engines, boilers, fixtures, shafting, fittings, and all other 
assets in the nature of machinery which are susceptible to wear and 
tear. The wear-and-tear allowance is not in practice given in respect 
of loose tools, implements, and utensils, but an allowance may be 
elaimed for the amounts expended in supplying, .maintaining, repair
ing, or altering such articles. 

8PECU.L PRACTICB IN OA.LOULATING DEPBECIATION 011' SHIPS 

No deduction for wear and tear or repayment on account of any 
such deduction will be allowed for any year if the deduction, when 
added to the deductions allowed on that account for any previous 
years to the person by whom the trade is carried on, will make the 
aggregate amount of the deductions exceed the actual cost to that 
person of the machinery or plant, including in the actual cost any 
expenditure in the nature of capital expenditure on the machinery or 
plant by way or renewal or improvement. The allowance is CalC11-
lated for each year of assessment upon the written-down value of 
the plant and machinery at the beginning of the year of assessment, 
that is, the balance after deducting from the value of the machinery 
the allowance for the preceding year. In practice, this value is taken 
as that of the date of the last balance sheet before the year of assess
ment. This rule is applied universally except in the case of ships, 
where a percentage is allowed on the prime cost based on the esti
mated number of years of life of the vessel. 

A ship is generally deemed to have a scrap or break-up value, and 
this value is ordinarily assumed to be a fractional part of the total 
or prime cost corresponding to the ratio of one year to the total 
number of years of the ship's life. For example, if a ship costing 
£20,000 is estimated to last 20 years, the break-up value would 
normally be reckoned as one twentieth of £20,000, or £1,000, and an 
allowance of £1,000 would be made each year. The wear and tear 
of second-hand ships is computed accordin~ to the estimated life of 
the ship, having regard to its age at the aate of purchase, and the 
allowance is on an agreed scale. A special a~ement between the 
revenue authorities and the United Kingdom \;hamber of Shipping 
re~lates wear-and-tear allowances for both new and second-hand 
ships. . 

A:ld:OUNT OF DJ:PB.EC1ATION ALLOWANCB 

The commissio~ers have the power of determining the deprecia
tion allowance, but in practice the taxpayer usually comes to an 
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agreement with the inspector of tues on the amount t<> be allowed 
at the time of computing his income-tax liability; if dissatisfied, he 
may appeal. 

The capital cost of the plant and machinery is frequently taken as 
the basis on which a percentage is allowed for depreciation. There 
is found in a ppendix II hereto a list of the percentages that have 
been agreed upon between trade associations and the inland-revenue 
officials as applicable to machinery in their trades. If additions are 
made. to the plant and machinery in any particular year, the value 
of the new material is added to the written-down value of the pre
ceding year for the purpose of computing the allowance for the suc
ceeding year. 

Where depreciation cannot be offset against an assessment because 
the wear-and-tear allowance exceeds the profits liable to asSESsment, 
it may be carried forward, as a rule, until extingnished in assess
ments of subsequent years. 

The annual allowance in respect of depreciation is deemed to take 
the place of an allowance for the cost of renewal of plant and 
machinery in that year. Consequently, the taxpayer can charge the 
actual cost of renewing plant and machinery as a business expense 
only when he has made no claim for wear and tear. As cost of 
renewal the authorities allow the net cost of replacement of an article 
similar in all respects to the one replaced, less the amount received 
from the sale of the replaced asset. Where the new object is supe
rior to the one replaced, a part of the cost of the fonner represent
ing the improvement will be disallowed. 

The ordmary cost of repairs and upkeep of plant and machinery 
is considered independently of the question of depreciation ana 
renewals and is allowed as an ordinary business expenditure_ Any
thing in the nature of a capital expenditure will be disallowed, how
ever-ss, for example, where an outlay is made for alterations, 
improvements, or additions to the plant and machinery. 
If a trade association or a considerable group of tupayers en

gaged in any particular trade or business wish to secure an alter
ation of the amount allowed for wear and tear in respect to certain 
machinery, ther may apply to the commissioners of inland revenue, 
who in turn, i they deem the application worthy of consideration, 
must refer it to a board of referees appointed by the treasury. 
which will consider the application and fix the amount of the allow
ance. This procedure, however, has never been applied in practice.. 

OBSOLESCBNc& OP PLAN? AND ..... CBINEBr 

The cost of replacing any plant or machinery which has become 
obsolete is allowed as an expense (rule 7, rules applicable to cases 
I and II, schedule D). In estimating the profits or gajns of a busi
ness the taxpayer may deduct as expenses incurred in any year 
"so much of any amount expended in that rear in replacing 
plant or machinery which has become obsolete as IS equivalent to the 
cost of the plant or machinery replaced after deducting from that 
cost the total amount of allowances which have at any time been 
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made, in estimating profits or gains as aforesaid Oil account of the 
wear and tear of that plant and machinery, and any sum realized by 
the sale of that machinery or plant." 

This section is intended to cover the replacing of out-of-date 
machinery by the improved types necessary to effect economies or 
to compete efficiently in production and does not appear to refer to 
worn-out machinery. 

PROCEDURE IN ASSESSMENT AND COLLECTION 

PROCEDURE IN ASSESSMENT 

Soon after the 5th of April each taxpayer is supplied with return 
forms for schedules A, B, D, and E in the tax district where he 
carries on business or is employed, or, otherwise, at his residence. A 
taxpayer who is a director of several companies or has more than 
one employment or business will probably receive a return form for 
each kind of income, but he is obligated to submit only one return 
of total income and should give back the remaining forms with a 
reference to the return that has been filed. 

Although the taxpayer is supposed to submit his return within 
three weeks after receipt of the blanks, he frequently is allowed an 
additional period, not exceeding two months in all. Taxpayers who 
are engaged in business, and particularly companies, occasionally 
(but by no means generally) supply with their return copies of their 
trading accounts, profit and loss account, and balance sheet. The 
taxpayer merely fills in the blank spaces in the return; the computa
tion of the tax due is made by the authorities. 

The summer months are taken up with the making of assessments. 
In October or November, the assessment has usually been completed, 
and in many cases is based on an agreement between the tax inspec
tor and the taxpayer. A notice of assessment is then given to the 
taxpayer. If he does not submit a notice of appeal in three weeks, 
the assessment stands. The tax is then payable, in whole or in part 
according to the schedule, on January 1 following. 

Most assessments are nominally made by the general commissioners 
of the district through the assessors or by the additional commis
sioners in the case of schedule D assessments, but in practice the 
ass sment is prepared by the inspector of the district in which the 
taxpayer is located. 
If the inspector desires additional information} he usually re

quests the taxl?ayer or his accountant to come to hIS offiee. He has 
no right to viSit the office of the taxpayer and inspect his books; but 
if he has reason to believe that the return is fraudulent in any man
ner he may get at the books indirectly by causing a high assessment 
to be made, al[ainst which the taxpayer will appeal to either the 
general or special commissioners. In order to satisfy either body of 
his-actual liability, the taxpayer will probably find it necessary to 
submit his full accounts. In T. Haytlwrnthwaite &J Son8, Ltd. v. 
Kelly, the court of appeal, January 24, 1927, it was heid, however, 
that even the commissIOners can not require the submissIOn of the 
personal bank books of the directors of a private company. 
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The inspector of a district may make additional assessments within 
G years if it is discovered that the liability of the ~:~er has been 
insufficiently assessed for any particular year. The nd-revenne . 
eommissioners may reopen a case if they have reason to believe an 
inspector has made a mistake in determmjng a taxpayer's liability, 
and if they find an insufficiency they have the power to move the 
general commissioners to make an additional assessment. 

The royal commission appointed to study the income tax-from 
whose report quotations have already been given-recommended that 
the assessing authorities" should have power to require the produc
tion of accounts in support of a return when accounts are in existence 
or books have been regularly kept. The accounts should be fully 
certified by the taxpayer, and should include both profit and loss 
accounts and balance sheets. If the accounts have been audited, they 
should be certified by the auditor as well as by the taxpayer." 

The recommendatlOn is also made that the assessing authorities 
should have power to call for further information and, subject to 
the taxpayer's right to appeal to the special commissioners, to direct 
the produc~ion and examination of the original books of accounts, in
cluding stock sheets, belonging to the taxpayer; also, that banks 
should be required to inform the tax inspectors whether or not any 
particular person has an account with them. Furthermore, the as
sessing authorities should have power to examine books and docu
ments in the hands of paying agents in conneetion with the assess
ment of foreign dividends and remittances . 

.&88JIJ811Zlft _ JIVIIBARD AND 'WII'III 

The income of a married woman living with her husband in Great 
Britain is treated as the income of her husband, the latter paying 
the tax on the aggregate income insofar as the tax is not collected 
at source. Either husband or wife may apply for a separate assess
ment and pay the tax separately, but the Government does not fo .... /!<> 
its right to hold the husband ultimately responsible for the wife's 
tax. The separate assessment does not reduce the total amount of 
till[ payable by both husband and wifet since their incomes are eon
sidered jointly for purposes of the graouation of the tax. The only 
effect is to divide the tax between them in approximate proportion 
to their respective incomes. 

ApplicatIon for separate assessments on the husband and the wife 
must ba made by the husband or the wife before July 6 in any ypar 
of assessment for which the application is made. If persons marry 
durin .. the year of assessment, an application for Sl'parate as''I!s,.ment 
re~a;din~ that year should be made before July 6 in the following 
year. The authorities may request separate statements of income 
from both busband and wife and, in addition, a statement of the total 
combined income. 

The total amount of relief given husband and wife may not exceed 
the amonnt allowed if 8 single assessment were made. Earned
income relief is granted Sl'parately in the assessments on earned 
income of the husband and wife. Personal and family a!lowan ...... 
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are taken in proportion to their respective assessable incomes. Life
assurance relief is granted to the spouse by whom thll premiums are 
paid. 

KINOB'S INCOKE--Jl'B.U8T I'Ul'fDS 

The tax is imposed in the usual manner on a child having income 
in its own right. li the child is a minor and has a legal guardian 
who receives income on the minor's behalf, the latter makes the 
return, pays tax, and may also claim repayment for the minor. If 
the minor has no legal guardian receiving income on his behalf, he 
may be assessed in the usual way. . 
If a minor has an absolute interest in income which accumulates 

in his favor under a trust, deed, or other agreement, it is possible 
to make repayment claims in his behalf year by year, in respect of 
the income of each year. The minor is entitled, ill this connection, 
to the ordinary personal allowance and the reduced rate. 

Where a mmor has a contingent interest, the trustees may make 
claims in his behalf based on expenditure for maintenance. When 
at maturity the contingent interest becomes an absolute interest, 
claims may be submitted for the balance of tax repayable in respect 
of personal and reduced rate reliefs. 

In respect of income subject to direct assessment, trusts are treated 
similarly to corporate bodies. The full standard rate is imposed on 
them. When the income is paid over to the beneficiaries, the trustees 
deduct the standard rate. Adult beneficiaries make their own claim 
for rel?ayment of personal, family, and reduced-rate reliefs. If 
benefiCiaries are exempt through nonresidence, the trustees are not 
chargeable with tax. 

TIME OF PAYMENT 

As a general rule, income tax under schedules A, B, D, and E is 
due and payable on or before January 1 in the year of assessment. 
An additIOnal assessment to tax signed after that date is payable on 
the day after the date of signature. There are certain exceptions to 
this rule: 

1. Tax is payahle in two equal installments, the first on or before 
January 1 in the :rear of assessment and the second on or before the 
following July 1, m the case of-

(a) Schedule A assessments. Since 1918, tax under this head 
hilS been paid by the tenant into the exchequer in two installments, 
on January 1 and July 1, and deducted by him from the next pay
ment of rent to the landlord. The income tax having fallen from 
I) shillings to 4 shillings in the pound, the need for allowing the 
tenant two installments has passed, ana the finance act, 1927' (sec. 
21), provides for a reversion to the pre-1918 practice of collecting 
the income tax under schedule A in one installment payable Jan
uary 1, beginning 1928. 

(b) Schedule B assessments, on lands occupied for husbandry 
only. 

(c) Schedule D assessments, on any individual or firm in re-
spect of a business or profession. . 

(d) Schedule E assessments, in respect to most employments: 
but, III the case of wages, the taxpayer may arrange with the col. 
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lector for payment to be spread over 13 weeks in each half year, 
provided income-tax stamps, which can be purchased at the post 
office, are affixed weekly to a special card which the collector will 
supply for the purpose_ 

2. Tax is payable quarterlv, on or before the 20th day of June, 
September, December, and March, in the case of railway companies. 
in England and Ireland. 

8. Tax is deducted at source in the case of-
(a) Schedule C, income paid out of any public revenue. 
(b) Schedule D, foreign dividends, etc., the tax being remitted 

to the treasury shortly after being deducted from such income. In 
the case of dividends paid by a British corporation, the corporation 
deducts the standard rate of tax, but merely to transfer a propor
tionate part of its tax to the shareholder. The tax has already been 
collected by the Government by means of the direct assessment of 
the total profits of the company. 

(0) Schedule E, employment under the Government. 

PROCEDURE IN COLLECTION 

The 'principal method of collecting the British income tax is by' 
deductIon at source, the payer of the income being authorized to .. 
deduct the standard rate of tax from the payment made to the ulti- . 
mate proprietor. The tax is recovered from the payer through 
requirmg him to include such income in his own assessment. For 
example, a limited company has to pay the standard rate of tax on 
the whole of its profits! irrespective of their destination. It may 
recoup itself, however, Dy deducting the standard rate from such 
amounts of its profits as are distributed as dividends or paid out as 
interest On loans or debentures. 

Similarly, the lessee of lands or buildings pays tax on his entire 
income without any allowance for the rent. When h.e pays rent to· 
his landlord, however, he deducts the standard rate and thus reim
burses himself. The landlord, in turn, is assessed on his entire 
income without any allowance in respect of interest on a mortgage 
or a ground rent, but deducts tax when these charges are k~~d. In 
other cases-for example, the payin~ agent in the United . gdom' 
for dividends and interest of domimon and foreign companies-the 
payer merely serves as collecting agent for the Crown and turns over 
to the treasury the amounts deducted. 

INCOJd:): SUBJECT TO TAX AT SOUllCB 

The principal classes of income subject to taxation at source are: 
Scheduk A.-In general, rents in Great Britain and all ground 

rents, lease rents, head rents, feu duties, and BinIilar income derived 
from immovable property in the United Kingdom; mortgage and 
other interest secured on such property; mineral royalties. 

Schedul~ C.-Income from British, dominion, and foreign govern
ment securities. 
Schedul~ D.-Dividends, debenture and other interest paid by 

limited-liability companies; interest and dividends paid by dominion 
and foreign companies through agents in the United Kingdom; 
coupons for dividends payable abroad whieil are realized through. 

1'14:582-3;8-8 
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a banker or coupon dealer in the United Kingdom; patent royalties; 
annual interest and annuities payable under contracts. 

Copyright royalties, except for cinematograph productions, when 
paid to an owner whose usual place of abode is not within the 
United Kingdom, will be taxed by deduction. The J'!lyer delivers 
the amount thus collected to the revenue authonties (sec. 25, 
Finance Act of 1927).· As a rule, such income is subject to direct 
assessment in the hands of the recipient. 

Schedule E.-Salaries of officers in the service of the Government 
(civil service, army, navy, etc.). 

The full standard rate of tal[ is deducted. 

INCOME SUBJECt" TO DmEcr ASSESSMENT 

The method of collecting tax depends upon whether the person 
assessed is the ultimate proprietor. If the person charged is not the 
ultimate proprietor, the tal[ is colleeted by means of deduction at the 
source. If he is the ultimate proprietor the tax is collected from him 
by direct assessment. Collection is made direct on: 

(a) Trading profits of individuals, whether trading singly Or as 
partners. 

(b) Trading profits of limited-liability companies. 

~
C) Income from professions and most employments. . 
d) Profits from the occupation of limd. 
e) Income from dominion and foreign securities and possessions 

not paid through agents in the United Kingdom. 
(f) Interest other than annual, discounts, etc. 
AS previously indicated, the full standard rate of tax is deducted 

when colleetion is made at the source. When the tax is collected 
directly the various reliets are deducted, and the first £225 of the 
resulting" taxable income» is subject to but one half the standard 
rate; the balance pays the full rate. Consequently the recipient of 
income that has been taxed at source may have borne more tax by 
deduction than he is liable to pay. The excess paid may be set off 
against the tax payable by him in direct assessments, or, if he has 
no income subject to direct assessment, the taxpayer may claim 
repayment of the excess. 

REFUNDS 

The standard rate of the British tax being collected wherever pos
sible at the source, it frequently happens that in the case of recipients 
of small incomes, especially those deriving the major part of their 
revenue from investments in shares and debentures, more tax has 
been collected (through deduction at source) than is actually due 
because of the personal allowances of the recipient. In such event 
the recipient files a claim for refund on a special form, and payment 
follows quickly, frequently within 10 days. 

Repayment is authorized in numerous other instances, as where 
(a) tax has been collected at a higher rate than is due; (b) the lessor 
of plant and machinery is entitled to an allowance for wear and tear; 
(c) a nonresident has suffered deduction of tax from income arising 
from foreign securities; (d) a loss has been incurred or a business 
has been discontinued in the year of assessment; (e) duty has been 
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paid on an a "'ent subsequently disehargtld or reduced on appeal; 
(f) interest has been paid out of taxed profits to bankers without 
recouping tax from the a!l101Ulf. paid (see.. 36 (I), Income Tax Act 
of 1918). 

There are certain general principles governing claims for repay
ment.. As a rule, money paid under a mistake of law is irrecoverable, 
and money paid under a mistake of fact is recoverable." The line 
between mistakes of law and mistakes of fact is not clearly defined 
in equity," but to exclude the right to relief the mistake must be 
one of general law." A.l!,!'l~ in certain eases courts of equity 
granted relief even if the' were one of law," these were cases 
in .... hich the court thought the cirenmstances rendered refusal of 
relief inequitable. 

Under no ci ...... mstances is money refunded when paid originally 
under a view of the law then prevaili'll!; .... hich subsequently is found 
to be wrong as the result of a court decISion. In Great Britain, only 
court decisions constitute binding and conclusive interpretations 
of la .... , and if a decision is rendered that is contrary to the previous 
interpretations of the inland revenue, it has no retroactive eft'ect on 
any case other than the one involved.. 

The inspectors usually have authority to handle claims for repay
ment and to order refunds, but the inland revenue officials in London 
sometimes instruct the inspectors to refer claims for refunds to 
them. 

Ordinarily a taxpayer who wishes to contest an a ment must 
give notice in writing to the inspector within three weeks after 
receiving a notice of 8 ment. If he does not ap~ the assess
ment becomes final and conelusive, subject to the provISions of section 
:u of the Finance Act of 1923, which provides tha~ where an assess
me-nt is excessive by reason of some error or mistake in the return 
made by the taxpayer for the purposes of the ooss "'ent, the excess 
may be recovered on application to the commissioners of inland 
revenue within 6 years. 

APPEALS 

Within 21 days after receiving a notice of a "'eut for the 
standard rate of tax, the taxpayer may lod"ae a notice of appeal to 
the general commissioners or, in the case of schednle D and schedule 
E asse u",nt&, the special commissioners. In practice he chooses the 
former if the nature of the dispute is one that am best be settled 
by b~es!! men. If tech:rica1 or highly complicated points are in
volv~, ~t 18 usual~y coUS1~ preferable to a~peal to the specisl 
romllllilSloners. Either body IS the final authonty on questions of 
fact, and the taxpa'ler can a ppeal from their decision to the courts 
only on a point 0 law. The taxpayer can be represented by an 
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authorized' agent such as a barrister solicitor, or a member of an 
incorporated body of accountants before either body; the Crown is 
represented by the inspector of taxes. 

As a rule, when a taxpayer appeals, the disputed matter is first 
investigated by the inspector, who reaches an agreement with the
taxpayer on as many points as possible. If the taxpayer or the 
inspector wishes to appeal from the decision of either the general or 
the special commissioners, he should immediately express his dis
satisfaction with the decision because of an error in law and intimate 
a demand, within 20 days, for the opinion of the High Court of 
England or the Court of Session in Scotland. If the taxpayer has 
elected to be assessed by the special commissioners, he has the right 
to appeal against their decision in any particular, whether of fact 
or of law, to the commissioners of inland revenue. This privilege, 
however, is seldom if ever used. ' 

From the High Court in Englan~ the case may be carried to the 
Court of Appeals and then to the HOUse of Lords, the judgment of 
which is fulal. ' 

TlMB Lll/lIT 

Section 27 of the Finance Act of 1926 extended the time limit from 
three years to six years in respect of clainrs for relief where bonll> 
fide errors or mistakes in returns have been made. This extension 
applies only to assessments made after April 51 1923. This clause· 
does not affect the rights of the revenue authorities to enforce penal.· 
ties in respect of fraudulent returns or cases where income has been 
insufficiently returned within the obvious knowledge of the taxpayer .. 

GROUNDS 

The grounds of appeal must be stated in a notice of appeal against 
an assessment made under schedule D. The commiSSioners may, 
nevertlJeless, in their discretion hear the appeal on any ground tha,t 
has not been unreasonably or willfully OmItted from the notice of' 
appeal (sec. 25, Finance Act, of 1926). 

PAYMENT OF APPEALED ASSESSMENTS 

Prior to the passage of the Finance Act of 1926, an assessment 
made under schedule D could not become final until the expiration of 
the time for hearing appeals had expired and until any appeal 
against it had been finally determined. Such an assessment may now 
be allowed and confirmed even though the appeal has been adjourned 
or postponed beyond the time limit. 

Pending the determination of the appeal, however, only such part 
of the tax as is not in dispute is to be collected. An adjustment is 
made when the appeal is finally decided. 

A nonresident has the right to appeal to the special commissioners. 

PENALTIES 

Besides having the ri~ht to make an estimative assessment if no 
return is filed, or an additional assessment or surcharge if the return 
filed is insufficient, British tax officials, under the divers enactments, 
have recourse to numerous penalties. Some of these penalties seem 
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to cover the same ground in different ways, and as the courts have 
made no attempt to reconcile them, the election of the appropriate 
J":nalty is apparently within the discretion of the revenue author_ 
Jties~ao 

DEFAULT IN PILING ItETUBN 

Tbe penalty for neglecting or refusing to make a true return 
within the time limit specified in a general or particular notice is a 
sum not exceeding £20 and treble the tax chargeable (sec. 23 (2), 
Finance Act of 1923). Failure, without reasonable excuse, to make a 
return for surtax purposes when requested by the commissioners or 
to give notice of liability to surtax is subject to a penalty not ex
ceeding £50 and, after judgment, to a further penalty of like amount 
for every day during which the default continues (sec. 44 (3), 
Finance Act of 1927). 

Employers are liable to a penalty for failure to deliver a list of 
the names, places of residence, and remuneration of all persons 
employed by them. The secretary or other officer acting as secretary 
of a corporate body who does not conform to this requirement also 
will be liable to the same penalty. The penalty may be an amount 
not exceeding £20 and treble the tax due (see. 23 (2), Finance Act 
of 1923). 

Where a person is making a return on his own behalf, he can 
claim an extension only if he has delivered the best return possible 
within the prescribed period (sec. 140 (4), Income Tax Act of 1918). 
If a person is required to make a return on behalf of another, he may 
obtam further time from the general commisisr."ers if he satisfies 
them that he is unable to deliver a perfect return within the proper 
period (sec. 107 (3); Income Tax Act of 1918). 

. A person who has failed to submit his return in the period pre
scribed may deliver it at a.ny time before proceedings for recovery of 
the penalty have been commenced, and no action will be taken 
.against him (sec. 140 (2), Income Tax Act of 1918). . 

P4LSB OR FRAUDULBNT BBt'1JB.N 

A person making a. false statement or representation in a return 
is liable not only to a penalty of £20 together with treble the tax 
.:hargeable, but also to 6 months' hard labor on summary conviction 
(sec. 227: Income Tax Act of 1918). The penalty for inducing or aid
ing anotller person to make a fraudulent return is £500 (sec. 23 (3), 
Finance Act of 1923). 

If in making any claim for allowance or deduction the taxpaver 
fraudulently conce8.1s or untruly declares any particulars, the pen8Ity 
is £20 and treble the tax charf:""bIe in respect of all the sources of 

. income. The penalty for aitting a.nd abetting in making a false 
claim is £500 (sec. 30, Income Tax Act of 1918). Where a person 
knowingly makes a false statement or false representation for the 
purpose of obtaining an allowance, reduction. rebate, or repa)'IDent 
m respect of income tax either for himself or for a.nother, or ill any 
return made_in regard to income tax, he will be liable, on summary 
COll\"iction, to imprisonment for a term not exceeding six montha 
with hard labor (sec. 221, Income 'fax Act <.If 1918) • 

• Kon"'.aru. Jl. 309. 
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If after submitting a. return the taxpa;ver discovers an error or 
omission therein, he may rectify it by subDlltting an additional return 
and thus free h1mself from liability to any proceeding that might 
have been brought against him (sec. 140 (1), Income Tax Act of 
1918). 

LIMITATIONS ON PENALTY 

Proceedings for the recovery of a. fine or penalty may be com
menced at any time within 6 years after the date on which it was 
incurred. 

The courts have no discretion to alter the amount of a penalty, 
but the revenue authorities have discretion to mitigate penalties and 
to stay proceedings. 

THE SURTAX 

The surtax is due and payable as a deferred installment of the in
come tax on or before the 1st day of January next after the end of 
the year of assessment for which it is payable, except that surtax, 
or any part of any surtax, included in an assessment which is signed 
or allowed on or after the 1st day of January shall be deemed to be 
due and ~ayable on the day next after the day on which the assess
ment is Signed and allowed. Surtax is assessed and charged by the 
special coDllUissioners in one sum. The special commissioners may 
make an assessment or an additional assessment in respect of surtax 
during any time within the year of assessment or within the period 
allowed by the income tax acts for the making of assessments and 
additional assessments; when the assessment for the income tax is 
final, it is also final for the purpose of the surtax for that year. 

Relief from the United Kingdom income tax in respect of the 
dominion income tax is not taken into account in computing surtax, 
although such relief is given from income tax charged or chargeable 
at the standard rate • 
. Assessments of surtax are subject to appeal to the special commis

sioners, except in the case of the income fixed for income-tax pur
poses which, once having been fixed, is considered as final and con
clusive; the provisions of the income tax acts relating (a) to persons 
who are to be chargeable with income tax at the standard rate and to 
assessments to such tax, (b) to appeal against such assessments, (c) 
to the collection and recovery of such tax, and (d) to cases to be 
stated for the opinion of the High Court, are to be applied to the 
charge, assessment, collection, and recovery of surtax, ill so far as 
they are applicable. 

When desired and provided application is made, by either a hus
band or a wife, before the 6th of July in the year next following the 
year of assessment, in the manner and form prescribed by the com
missioners, surtax for that year is assessed, charged, and recovered 
on the income of the husband and on the income of the wife as if they 
were not married, althou~h the income of the husband and wife is 
treated as one in estimll.tmg the total income for the purposes of 
surtax. The amount of surtax payable in respect of the total income 
is then divided between the husband and wife in proportion to the 
amounts of their resJ?6Ctive incomes, and the total amount payable 
may not be less than It would have been if separate returns had not 
been filed. 
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Notice may be served at any time calling upon the taxpayer to 
furnish a true and correct return, in the prescribed form, of all the 
sources of his income and of the amount derived from each source 
for the year preceding the year of assessment, the computation of 
income being made by reference to the year preceding the year of 
assessment and not by reference to any other year or period. Where 
a taxpayer is liable in any year of assessment to surtax on any part 
of his total income, he is required to give notice that he is liable 
to the special commissioners before the 30th dal of September next 
following the end of that year. If a person fails to make a return 
when required, or if the special commissioners are not satisfied 
with the return made by him, they may assess the surtax according 
to the best of their judgment. If any person without reasonable 
excuse fails to make a return or give notice, he is liable to a penalty 
not to exceed £50, and if judgment has been given for that penalty, 
a further penalty of the same amount for every day during which 
the default continues may be imposed. . 

When the surtax has been assessed by the special commissioners, 
they must serve notice on the taxpayer of the amount of this assess
ment; any such notice may be served upon a taxpayer by letter ad
dressed to the taxpayer's usual or last kriown place of abode. Surtax 
is assessed and charged at the office of the special commissioners in 
London, and appeals may be heard in London, Edinburgh, or Bel
fast, provided notice has been given by the taxpayer within 28 
days from the date of the service of the notice of such assessment 
that he intends to appeal to the special commissioners agaiust the 
assessment; such notlee must specify the grounds of appeal. 

Surtax should be paid to the Accountant General of Inland Reve
nue, Somerset House, London, w.e. 2. 

OTHER BRITISH TAXES 

STAMP ItUTIES 

Unless the instrument subject to stamp duty is written upon 
stamped paper, it must be properly stamped before the expiration 
of 30 days after it is first executed (or first received in the United 
Kingdom if executed outside the Uruted Kingdom). However, be
cause of the risk of loss in transit, transfers and other documents 
first executed in the United Kingdom and then sent abroad for com
pletion may be presented for stamping within 30 days after their 
return to the Uruted Kingdom. 

Exempted from the incidence of stamp duties are: 
1. Transfers of shares in the Government or parliamentary stocks 

or funds. 
2. Instruments for the sale, transfer, or other disposition, either 

absolutely or by way of mortgage or otherwise, of any ship or vessel 
or any part interest share, or property of or in any ship or vessel. 

• 3. Instruments of apprenticeship, bonds, contracts, and agreements 
entered into in the United Kingdom for or re1eting to the service in 
any of the British Colonies or possessions abroad of any person as an 
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artificer, clerk, domestic servantl handicraftsman, mechanic, gar-
dener, servant in husbandry, or laoorer. . 

4. Testaments, testamentary instruments, and dispositions mortis 
eausa in Scotland. 

5. Bonds given to sheriffs or other persons in Ireland upon the 
replevy of any goods or chattels and assignments of such bonds. 

6. Instruments made by, to;or with the commissioners of works 
for any purposes of the Act 15 and 16 Vict. c. 28. 

1. ReCeipts given for or on account of salaries, pay, or wages or 
any like payment to the holder of an office or to an employee, or in 
respect of any pension, superannuation allowance, or other similar 
.allowances. 

In the event of reconstruction or amalgamation of companies an 
-exemption is granted, under special conditions, in respect of instru
ments made for the purpose of transferring an undertaking or 
·shares, or vesting the undertaking or shares in the transferee com
pany (sec. 55, Finance Act of 1921). 

METHOD OF IMPOSITION 

At the present time stamp duties are imposed in one of several 
ways. In some instances the duty is collected by means of the im
pression of the stamp before execution, and in others after execution. 
Where it would be inconvenient to obtain an impressed stamp, the 
law allows the application of adhesive stamps. Where adhesive 
stamps are permitted, ordinary postage stamps may be used if the 

-duty does not exceed 2s. 6d. There are also special inland-revenue 
stamps of 3, 4, and 5 shillings. Adhesive stamps must be used in 
the case of contract notes and foreign bills of exchange; special 
stamps for this purpose are obtainable at post offices. Stamps 
of any amount are obtainable also at the Stock· Exchange Stamp 

·Office, 26 Austin Friars, London, E.C. 2. 
Composition of the stamp dnties payable on transfers of shares, 

stocks, and funded debt and on share warrants and stock certificates 
by way of a lump-sum payment may be arranged for by a corpora
tion, company, or county council through agreement with the com
missioners of inland revenue to pay, half yearly, a duty of 1 shilling 
percent on the nominal value of all shares or other securities or, 
If the shares are not fully paid up, on the amount that has been paid 
in. The rates payable. In the case of a lump-sum composition for 
transfer stamp duty on stocks of British dominions to which the 
colonial stock acts apply, stocks of foreign governments inscribed at 
the Bank of England, and stocks of certain British protectorates 
·are as follows, per £100: When the term of the loan does not exceed 
20 years, the rate per £100 of the nominal value of the shares is lOs.; 
20 to 40 years, 20s.; 40 to 60 years, 25s.; 60 to 100 years, 30s.; 
-exceeding 100 years, 35s. 

PENALTIES 

Every person in the United Kingdom who assigns, transfers, or in 
any manner negotiates an instrument which is chargeable with duty 
and is not duly stamped incurs a fine of £20. 

Foreign securities brought from abroad for conversion and ex
changed by the banker operating the conversion for the older securi-
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ties arE> not "assigned, transferred, or negotiated in the United 
Kin adom " within the meaning of this rule. 

The secretary or other officer of a company charged with register
ing or entering in the books of the company any instrument liable
to stamp duty must see that the instrument is properly stamped 
prior to making the entry, subject to a penalty of £10. 

DUTIES ON sS'RES BONDS. BBCIJBlTIB& BTC. 

Duties payable on shares, bonds, and other securities in the United 
Kingdom may be classified under four general heads: 

L Capital duty payable on the organization of a company in 
the United Kingdom, consisting of the ad valorem duty of 1 per
cent and a graduated registration duty with a maximum of £50 on it& 
nominal share capital 

2. Duty payable on issue of loan capital, 28. Gd. for every £100 or 
fraction thereof to be secured (see" Loan capital" below). 

3. Duties payable on the issue of " marketable ~uritit>S '" wh~th~r 
domestic (inclusive of those issued in representation of loan capital} 
or foreign. The rates vary according to the nature of the security. 
Registered bonds and debentures pay the same rate as loan capital, 
namely, 28. 6d. per £100; bearer bonds are subject to a duty of 4s. 
for every £l(J on being first assigned or negotiated in any manner in 
the United Kingdom; and foreign share certificates, including Amer
ican, that pass by delivery in the United Kin~om are liable to a duty 
of 3d. for every £25 (see" Marketable securities ", p. 116). 

4. Duties on conveyances or transfers on sale or operating as vol
untary dispositions inter vivos of stocks, shares, registered bonds, 
and debentures (see "Conveyance or transfer "J...p. 118). 

N a-par-value stock is little known in the Ulglisb markets and 
no special reference is made to it in tax legislation or literature. 

With Fe!!8rd to the tax on loan capital, section 8 of the Finance 
Act of 1899, provides: 

1. Where an".v local autbority~ eorporatio~ company. or body of persona 
tormt>d or established in the United Kingdom proposes to issue any loaD 
capital, it shan. before the issue thereof, dellver to the commissioners a state
ment of tbe amount proposed to be secured by the Issue~ 

2. Subject to the provisions of this seetion, every ~eh starement shall be 
charged with an ad valorem stamp duty of 28, &1. tor every £100 and any 
fnlction ot £100 over any multiple of flOO of the amount proposed to be 
secured by the issue. and the amount of duty shan be a debt to Her Majesty .. 

8. The duty under this sectJon aha n not be charged to the extent to which 
It 18 shown to the Atistaetion of the commissioners that the stamp duty payable 
in respect of & mortJ!age or manetable security bas been paid on any trust 
deed or otber doeu~nt securing the loan capital proposed to be issued . 

•. It ftD!o' local authority, corporation, compan.,v. 01' bod..v of f,)erscms n~1ect to 
deliver a st8tem.ent~ or fail to pay the duty in compliance with this section. that 
10<'81 ftuthorlty* corporation. company, or bod..v of persons shall be liable to ..,. 
Ber Majesty. in addition to the duty, a sum equal to 10 pereent o(M)D. the 
amonnt of the duty and a like sum tor everJ' month after the tirst mootb durill3 
whlcl1 the neglect or failure -rontinues.. 

~. In this sectlOD the expression U loan capital D means any debenture stock.
<ounty stock. corporation stock, municipal stock. or funded debt, by wbau.ver 
Dame known. or capital raiSE'd by any loeal anthority. eorporatloD. rom.
P8l>Y, or body or persona fonned or established In the United Kingdom, whleb 
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is borrowed or has the character of borrowed money, whether it Is in the form 
of stock or in any other form, but does not include any' county counell or. 
municipal corporation bills repayable not later than 12 months from their date 
-or any overdraft at the bank: or other loan raised for a merely temporary 
purpose for a period not exceeding 12 months, and the expression U local 
authority n Includes any county council, municipal corporation, district oonncll. 
dock trustees. barbor trustees, or other local body by whatever name called. 

Section 10 of the Finance Act of 1907, provides: 
1. Where it is shown to the satisfaction of the commissioners that the loan 

capital issued by any local authority, corporation, company. or body of perSODSt 
in respect of whIch a statement bas. after the commencement of this act~ been 
delivered to the commiSSioners under seetion 8 of the Finance Act. 1899t has 
been wholly or partly applied for the conversion or consolIdation of then exist· 
1ng loan capit~ that authority. corporation. company. or body of persons, as 
the case may be, shall be entitled to repayment in respect of _ duty charged 
on the statement so deUvered at the rate of 2 shillings for every £100 of the 
capital to which the statement relates wbich is so shown to have beeD- applied 
for the pOl"pOSe of the conversion or consolidation of then existing loan capital ; 
but this section shaU not apply to any duty payabJe in ~espect of a mortgage or 
marketable security which bas been paid 00 any trust deed or other document 
se<!uring the loan capital whieb has been Issued. 

2. If it is represented to the commissioners by any such local anthority, 
corporation, company. or body of persons that loon capital about to be Issued 
by them is to be applied. in whole or in part. for the purpose of the C()nversion 
or consoUdatlon of the existing loan capital, the commissioners may postpone 
the time for the delivery of the statement and the payment of duty under 
section 8 ot the Finance Act. 1800, until the capital bas been Issued or until 
such other time as the eo-mmissioners think fit for the purpose of eoabling 
the payment and repayment of the duty to take place as one transaction. 

With regard to the emission of American securities, it was recently 
held II that the delivery of a security issued in the United States to 
the agent of a person residing in the United Kingdom was made 
in the United States and therefore not liable to stamp duty. In 
another case new bonds were executed in the United States on 
the reconstruction of two non-English railway companies. The 
bondholders in England had deposited their bonds with an appointed 
agent in that country. The new bonds were sent to that agent to be 
exchanged for the old. It was held IS that the bonds were not 

I .. issued" or "offered for subscription" in the United Kingdom • 

.. Marketable securities" include: 
(a) A marketable security made or issued by or on behalf of any 

company or body of ~ersons, corporate or unincorporate, formed or 
established in the Umted Kingdom, and 

(0) A marketable security by or on behalf of any foreign state 
or government or foreign or colonial municipal body, corporation, 
or company (1) which is made or issued in the United Kingdom; or 
(2) which, though originally issued out of the United Kingdom, 
has been after August 6, 1885, or is in future offered for sub
scription, and given or delivered to a subscriber, in the United 
Kingdo~j. or (3) whic~ the interest thereon being payable in the 
United Kingdom, is asSIgned, transferred, or in any manner ne
gotiated in the United Kingdom. 
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Regigtered btnuh aM debenturu.-Registered bonds and deben
~ are liable to the same duty applying to mortgages, bonds, de
bentures, and covenants (except a marketable secnrity otherwise 
specially charged with duty) which are the only or principal or 
primary security (other tban an eqnitable mortga~) for the pay
ment or repayment of money. The rates are as fOllOWS: 

.. d. 
- Not exceeding £10 _ II 

Exce<><ling flO and Dot exeeed\ng £25 8 
Exceeding £25 and not exceeding £00 1 S 
Exeeeding £00 and not exce<><ling £100 2 6 
Exceeding £100 and not exceeding £150 3 II 
Exceeding £150 and DOt exceeding £200 5 0 
Exceeding £200 and not exceeding £250 6 3 
Exceeding £250 and not exceeding £lOO 7 6 
For every £100 or fraction in excess of f300 2 G 

Reference should be made to the general table of stamp duties 
beginning ou p. 119. 

Bearer b0nd8.-Bearer bonds bearing date or signed after A~ 
6. ISS5, and repayable at any time exceedin~ 3 years of date when 
duty is payable are liable to a duty of 4 shillings for every £10 or 
fraction thereof. Bearer bonds dated or signed after June 3, 1862, 
but before or on August 6, 1885, are liable to a duty of 10 shillings 
percent (four times that set out in the schedule under" Mortgsge, 
bond, debenture, covenant, etc.", p. 128). All other bearer bonds 
(other than colonial government or colonial municipal bonds) to 
which the above-mentioned provisions do not apply are subject to 
the duty of 4 shillings for every £10 on being first assigned, trans
ferred, or in any manner negotiated in the United Kingdom. 

Bcmd repayable at /I premium..-ll bonds, mortgages, etc., are 
repayable at a premium, the amount of the premium must be in
cluded with the nominal value in order to fix the amount of stamp 
duty chargeable, except where the payment of a premium depends 
upon the exercise of an option by the borrower. 

D0me8tie bearer shore 'IJJtlM'a1it Of' stock certificate.-Where a com
pany formed or established in the United Kingdom issues war
rants or stock certificates to bearer, the duty payable is an amount 
equal to three times the amount of the ad valorem stamp duty which 
would be chargeable on a deed transferring the shares of stocK speci
fied in the warrant or certificate if the consideration for the transfer 
were the nominal value of such shares. 

Foreign be~ 8hore ",arrant Of' 8t~ certi}icate.-Sbsre warrants 
and stock certificates to bearer of any company or body of persons 
formed or established out of the United Kingdom are chargeable 
with duty at the rate of 4s. for every £10 of the nominal value 
of the share or stock to which the warrant or certificate relates on 
being assigned, transferred, or in any mauner negotiated in the 
United Kingdom . 

.A merican shar~ certificata l'48Bing by deli....-y.-American and 
foreign share certificates, etc., passing by delivery are chargeable at 
the rate of 3d. for every £25 or fraction thereof of the nominal 
value of the share or stock on being assigned, transferred, or negoti
ated in any manner in the United Kingdom. 
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On conveyances or transfers on sale or o,Perating as voluntary dis
positions inter vivos of stocks, shares, regIstered bonds, and deben
tures (being marketable securities) the stamp duty payable is as 
follows: 

Shilling 
Where the purchase money does not exceed £5___________ 1 
Where the purcbase money does Dot exceed £10________ 2 
Where the purchase money does not exceed £15___________ 3 
Wbere the purchase money does not exceed £20__________ 4 
Wbere the purchase money does not exceed £25_______ 5 
For every additional £2Ii up to £300_________________ 5 
If exceeding £300, for every additional £50 or fractioD______ l() 

On any Bank of England stock: the tax is 15s. 6d. on transfer by 
sale or by way of voluntary disposition inter vivos, 1s. 9d. in any 
other case. 

In the case of any stock of the Government of Canada inscribed in 
books kept in the United Kingdom or of any colonial stock to which 
the Colonial Stock Act of 1817 applies, the stamp duty on the transfer 
on sale or by way of voluntary disposition inter vivos is 5s. per £100, 
in any other case 2s. 6d. per £100, the percentage being calculated 
on the nominal amount of stock transferred. 

As to transfers of stocks and shares in colonial and foreign com
panies, a conveyance on sale of property situated in the United King
dom or abroad executed in the United Kingdom is liable to stamp 
duty"· An unstamped or insufficiently stamped transfer of any 
property does not constitute a legal delivery. 

A transfer on sale to a dealer or his nOmInee in respect of a trans
action carried out by him in the ordinary course of his business as 
such dealer is charged with a. duty of lOs. under section 42, Fi
nance Act of 1920. Such a transfer must bear, in addition to the 
stamp denoting the duty, an impressed stamp (known as the supple
mentary stamp) indicating that it has been stamped under the 
provisions of that section. 

Gifts inter vivos are charged with the same stamp duty as convey
ances or transfers on sale, with the substitution in each case of the 
value of the property conveyed or transferred for the amount or 
value of the consideration for the sale (sec. 14, Finance Act of 1910). 
Therefore, in a gift of stock: or marketable securities the transfer 
must be stamped with ad valorem conveyance duty on the market 
value of the stock:. . 

¢ONT&a..CT NOTES 

" Contract note" means the note sent by a broker or agent to his 
principal advising the principal, or the vendor or purchaser, as the 
case may be, of the sale or purchase of any stock or marketable 
security. The expression does not include a note sent by a broker or 
agent to his prinCIpal where the prineifal is himself actmg as broker 
or agent for a prillcipai and is himsei either a member of the stock 
exchange in the United Kingdom or a person who bona fide carries 
on the business of a stock broker in the United Kingdom and is reg
istered as such in the list of stock: brokers kept by the commissioners 
of inland revenue. . 
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A duty is levied on contract notes for the sale or purchase of any 
stock or marketable security, based on the value of the stock, as 
follows: .... 

When the ... lue Is £5 to DOO II 
When the valoe is :£100 to ~ 1 0 
Wheu the TIline Is £500 to £1.000 2 0 

. When the ... lue Is £1.000 to £1.500 3 0 
When the value Is £1.500 to f2.5OO "" 0 
Wheu the Taloe Is f2.5OO to £5.000 II 0 
When the value Is £5.000 to £1,.500 8 {I 
When the value is £1,.500 to £10.000_ 10 {I 
Wbeu the TIllue Is £10.000 to £12.500 12 0 
When the value is £l2.5OO to £15.000 14 0 
Whm the TIllue Is £15.000 to £17,.500 16 {I 
When the value Is D7,.500 to £20.000 18 0 
When the nloe Is above £!O,OOO 20 0 

A ~ adhesive stamp is employed in taxing contract notes. 
The duty IS recoverable as part of the brokerage cllar.re. . 

Continuation notes are chargeable on only one of the two transac
tions embraced. Unless the option is a double one, option-<:ontract 
notes are subject to half of the above rates. The same is true of 
contract notes following a duly stamped option-<:ontract note. 

PRINCIPAL Sl'AIIP DUTIIIS 

In the following schedule appear the Princi~stamP duties 
(exclusive of death duties) payable in the United . om as given 
in the report of the inland revenue commissioners for e year ended 
.March lH, 19-22, corrected to January 1928. 

[Xon:.-In the <It.., 01 instrumeDlB marked • the doty must be denoted b7 
adhesive stamps. and In the _ marked t -,- be ... denoted-I 

.Admission of any person-- £ 
In Englaud-to the degr@e of ~t·law _______ 50 

If previously admitted as such In IrelaDd 10 
If prev10usly admitted as an advocate iD Scotland 

In Irelaod-to the degree 01 barrist ....... ·la.. 50 
If pre,-!oosIy admitted as sv.cb lD. England, or as an .. d<o-

... te lD. ScotlaDd 10 
In Scotla.Dd-as an ad.ocate ____________ 50 

If previously admitted as a barIister-at·law in Ireland.- 10 
It previoo.slJ' admitted as a barrister-at-law in EngIamL __ 

To be a ~r of either of the tour Ions 01 Court In England 
or a student 01 the -,. of King's Inns lD. Dub\In _______ 25 

As • soUcitor 01 the 80_ Court in Eng:and or of the Court 
of J'udicature lD. IreI8Dd _ 25 

In Scotland-
IlJ As a law &g1!Ilt to _<lee before the Court of _. 

or as writer to the signet: 
If he has previously paid the sum 01 £60 for duty upon 

his articles 01 c!erk..<;b!p _______________ 25 
If be has been previously duly admitted as a law a.,.nent 

to practice- before a sher1if C!OIlrt-__________ 30 
In any other case__________ _ sa 

(2) As • law agent to practi<e before a sherjjf ronrt; 
If has previously paid the sum of 28. 6d. for duty 

upon his articles of clerkship-_____________ 54 
101 any ot~r f2S1P _________________________ sa 

As • fellow of the College 01 Physicians In Eng\aDd, Scotland ..... Ireland ________________________ _ ___ 25 

..... 
o 0 
o 0 
Nn. 

o 0 

{I 0 
o 0 
o 0 
NiL 

o 0 

o {I 

o 0 

o {I 
o 0 

17 41 
o 0 

o 0 
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Admission of any person--Contlnued , 
In England or lreland-

As a btlr~ or into any eorporatlon" or company. in any 
city, borough.. or town corporate--

In respect of birth, apprenticeship, or marriage, or, in 
Ireland, In respect of being engaged In any trade, 
mysterYt or handicrafL ___________________ 1 

Upon any other ground __________________________ 3 
In Scotland-

As a burgess, or Into any corporation or company In any bnrgh _________________________________ _ 

Advocate. See Admission. 
AJlidavlt and statntory declaratlon.. ____________________ _ 
tAgreement or contract made pursuant to the highways acts relating 

to the making, maintenance, or repair of higbw&yS.. _________ _ 
tAgreement or memorandum of agreement made in England or Ir~ 

land under hand only. or made in Scotland without dause of regis
tration, and not otherwise specl1Ically chargod,--=-__ 

Agreement for a lease or tack. or for any letting. See Lease or tack. 
Agreement (under hand) on deposit of deeds. see Mortgage 

(equitable) • 
Agreement for sale of property, chargeable, wIth certain exceptions. 

under section 59 of the Stamp Act, 1891, with the same duty as 
an actual conveyance on sale (q.v,,). 

Allotment. See Letter of allotment. 
Appointment of a new trnstee and appointment In execution of a 

Bpeeia.l power of any property, etc., by any instrument not being a wiiL ___________________________________________ _ 

Appraisement or valuation where the amount of the appraisement-
Does not exceed £0 ________________________________ _ 
Exceeds iii and does not exceed £1O" ____________ ~ ____ _ 
Exceeds £10 and does not exceed £20 _________________ _ 
Exceeds £20 and does not exceed £30 ___________________ _ 
Exceeds £30 and does not exceed £40 ________________ _ 
Exceeds £40 and does not exceed £50 _______________ _ 
lexceeds·£60 and does not exceed £100 ____________________ _ 
lexceeds £100 and does not exceed £200 _______________ _ 
Exceeds £200 and does not exceed £501> ______________________ _ 
E:reeeds £500..__________________________________________ 1 

Apprenticeship, Instrument of __________________________________ _ 

Articles of 8SSoeiation of a eompany under- the companies (con
solldatlonj act, 1908 (8 Edw. 1, c. 69), sec. 12, to be stamped 
as a deOO' _________________________________________________ _ 

.ArtIcles of clerkship whereby any peTSOn becomes bound to serve 
aB a clerk in order to his admission: 

As a solicitor of the Supreme Conrt In lengland or of the 
Court of .Jndlcature In lrelnod _________________________ 80 

As a law agent to practice before the Conrt of Sessions or as 
a writer to the signet In Scotland_~ ___________________ 60 

As a law agent to practice before a sheriff eourt in Scotland __ 
Whereby any person having been before bound by duly stamped 

artlcJes and not having completed his service beeomes bound 
afresh tor the same purpose: 

Where the dnty upon the previons articles was 2s. 611 ____ _ 
In any other caS9-_____________________________________ _ 

Assignment or ftssignetion: 
By way of security or of any security. See Mortgage, etc. 
Upon a sale or by way of voluntary disposition Inter vivos 

or otherwtse. See Conveyance. 
Attorney, letter or power ot. See Letter of attorney. 

Warrant ot. See Warrant of attorney. 
Awnrd in England, or Ireland and award or decreet arbitral in Scottand ______________________________________________________ _ 

Bank note for money--Not exceeding £1-________________________________________ _ 
Exceeding £1 and not exceeding £2 __________________________ _ 
Exceeding £2 and not exceeding £1>.. ____________ -------------

•. 4. 

5 0 

2 e
II 

10 () 

3 
e. 

1 0 
1 e. 
2 (; 

:l 6 
5 0 

10 () 

15 0 
0 0 
2 6 

10 0 

0 () 

0 I) 

2 e. 

2 6 
10 0 

10 0 

5 
10 

1 3 



BUSINESS TAXES 

Bank note for money--OOntlnued • Exceeding £6 and not exceeding £10 _____________________ _ 
Exceeding £10 and not exceeding £20 ________ :. ____________ _ 
Exceeding £20 and not exceeding £30 __________________ _ 
Exceeding £30 and not exceeding £60 ________________ _ 
Exceeding £50 and not exceeding £100 _________________ _ 

Bankers' composition: 
Bank of England--on each £1,000,000 of the average amount 
~t value of the bank poet bills in circulation (the minimum 
avernge circulation on which composition is payable is £500,000) _______________________________________ 8, 500 

Other bankers. for every £100 or fractional part of £100 of the 
averoge amount or value of notes and bills In circulntion dur
ing every half year-England and lrelnnd.. __________________________ _ 

ScoUaDd-
.~otes ________________________________________________ _ 

Bills ____ ~------------------------~ ______ --------___ __ 
Barrister at JlIW. -See Admission. 
Bearer, instrument to. See Instrument to bearer and Sbare waT

rant or stock certificate to benrer. 
tBm ot exchange (inland or foreign) payable on demand or at 

sight or on presentation or within 3: days after date or sighL __ _ 
BUl of exchange (inland or foreign) of any 9ther kind whatso

ever (except a bank note) and promissory note of any kind what
soever (exeept a bank note) drawn, or expressed to Qe P.8ynble, 
In the United Kingdom: . 

Where the amount or value of the money tor wbic~ t~~ 9i11 or 
note is drown or made--Does not exceed £10 _________________________________ _ 

Exceeds £10 and does not exceed :.£25 _______ -=.=-=~..:;~.:.:----
Exceeds £25 and does not exeeed £50 ______ -=-='"' _____ -: _____ _ 
Exceeds £50 and does not exceed £15 ______ -=-= _________ ~----
E~s £75 and does not exceed £100 ___________________ _ 
Exceeds £100, for every £100. and also to, -auy fractional 

part of £100, of sueh Bmount on value __ -._ .. _~ ____ -: __ _ 

[·N.,..",-Tbe ad valorem duties upon billa at exl'hl\nse and 
promissory notes drawn or made out of the United ~dom must 
be denoted by adhesive stamps.) 
"Bill of exchange (foreign), drawn ond expressed to be payable 

out of the United Kingdom, and actually paid or endorsed, or in 
nny manner negotiated, In the United Kinad~ \Vb~re. the. 
Amount- ' ])oes not e~oeed £1o ________________________________________ _ 

Exceeds £10 and does not exceed £25 ____________ ·_" __ ..:._..:._" ____ ..:_· 
Exceeds £25 and does Dot exceed £100 _____________ ..:..:. _____ "_..:...::... 
Exceeds :£100, for every :flOO. and also for any ftac1;i0ll81 part "of.· £100 _________________________________________ ~ __________ _ 

Btll of lading of. or for~ any goods or merchandIse, ~ effects to be exported or carried eODstw1se ________________________________ _ 
BU1 of Bule: 

Absolute. See Conveyance on sale. 
B,- way of security. See Mortgage, etc. 

Bond for seeuring the payment or repayment of monel or the trRn&o 
fer or re-transfer ot stock. See Mortgage. etc" and', ~arketable 
aeenrlty. 

Bond 1n relation to nny annuIty upun the original creation and sale 
thereof. See Conveyance on sale. . 

Bond, covenant. or instrument of any kind whatsoever =. 
(1) BeIng the only or principal or primary securtty to~ any an

nuity (except upon the onginal creation thereot by way ot 
sale or security and except a superannua.t!on annuity) or 
foOr any sum or sums of money at stated ~ods. ~~ being 
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122 OOMPANY LAW AND BUSINESS TAXES IN GREAT BRITAIN 

..Bond, covenant, or instrument of any kind wbatsoever--Continned • t. cr. 
interest for any prIncipal Bum secured by a duly stamped 
instrument, nor rent reserved by a lease or tack: 

For a de-finite and certain perlod 80 that the total amount to 
be ultima teIy payable can be ascertained, the same ad 
valorem duty 8S a bond or covenant for sueh total amount. 
See Mortgage, etc. 

For the term of life or any other indefinite period : 
For every £5, and also for any fractional part ot £5t ot 

the annuity or sum periodically payable____________ 2 6 
.(2) Being a collateral. Or auxiliary, or additional or substituted 

security, for any ot the above-mentioned purposes wbere 
the principal or primary instrument is duly stamped: 

Where the total amount to be ultimately payable can be 
aseertalnedt the same ad valorem duty as a bond or cove
Dunt of the same kind for such total amount. 

In any other case: 
For every £5, and also for any fractional part of :£5, of 

the annuity or sum periodically payable_________ 6 
(3) Being a grant or contract or payment of a 'superannuation 

annuity; tbat is to say. a deferred life annuity granted or 
secured to any person in consideration of annual premiums 
payable until be attains a specl.fied age and so as to com· 
mence on his attaining that age: 

For every £5. and also for any fractional part of :£5, of the annuity ______________________________________________ 8 

'Bond given pursuant to the directions of any act, or of the commis.
sioners of customs. or any of their officers, for or in respect of any 
ot the duties of excise or customs, or for preventing frauds or eva· 
sions thereof. or for any other matter or thing relating thereto: 

Where the penalty of the bond does not exceed £150, the same 
ad valorem duty as a bond for the amount of the penalty. 

In any other case______________________________________ 5 0 
Bond on obtaining letters of administration in England or Ireland, 

01" a >confirmation of testament in Scotlan<L_____________________ 5 0 
.Bond of any kind whatsoever not specifically charged with any duty: 

... Where the amount limited to be recoverable does not exceed 
£300. the same ad valorem duty as a bond for the amount 
limited. . 

In any othercase____________________________________________ 10 0 
Capital duty (limited partnerships) : 

Statement of the amount contributed by a limited partner and 
>tits tement of any increase in that amount: 

For every £100 or fractional part of £100 of original or addi-
tional capital so ·contributed_____________________ 1 0 0 

Capital duty (loan). See Loan ""pital duty • 
.capital duty (share): 

Companies and corporations:' 
For every £100 or fractional part of £100 of the nominal 

shnt'e capital or of any inCFt'ase thereoC_____________ 1 0 0 
Certificate of bjrth~ etc. See Copy or extract (certified). 
{'ertifiente to be taken out yeurly by every solicitor in England 

lind Il'eland; law agent or writer to the signet In Scotland, or as a 
notary public in aDY part of the United Kingdom; and by every 
other pt'-Iwn in England and Ireland legally qualified to act as a 
conveyuDt.-er, special pleader. or drauglltsmnn in t>iluity: 
• If such perS()n practices in London within 10 miles of the general 

post oHIre: within the city or shire of Edinburgh; or in the 
city of DubUn, or within 3 mUes theretrom__________________ 9 0 0 

If such person practices beyond the above---mentioned limitL-____ 6 0 0 
It he has not been in pracUce three yt>-ars. halt the foregoing 

rutes..,. ~ 

Certificate of incorporation under the charitable trustees Ineorpora· 
tlon act, 1872 (35 and 36 Vict. c. 24), section 9. and application 
for such certtficate___________________________________________ 10 0 

Charter ot resimmtion, conflrmat1on~ novodamus, or upon appris-
ing, or upon decree of adjudientloD. or sole of any lantis, or other 
heritable subjects In Scotland._______________________________ 5 0 
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tCharter party ____________________________________ _ 

Cheque. See BIll of exchange payable on demand. 
Collateral securIty. See Bond. covenant, ete .• and Mortgage. 
Colle~ of physician.. See Admission. 
Colonial security. See Marketable security. 
Companle.' ""pi tal. See capital duty. 
Contra('t. See Agreement. 
'Contract Dote [a. defined by ftnance (1009-10) aet, 1910, part Vl, 

for· or relating to the sale or purchase of any stock or marketable 
security. where the value of the stock: or marketable security-Is £5 and does not exceed ::£10IL ___________________ :. __ _ 

Exceeds £100 and does not exceed £50(L ______________ _ 
Exceeds £500 Bnd does not exceed £1.00lL ______ :... ______ _ 
Es_d. £1,000 and does not exceed £1,500 ____________ _ 
Exceeds £1.500 and does not exceed £2.500 ______________ _ 
Exceeds £2,500 and does not exceed £5,000 ____________ _ 
Exceeds £5,000 and does not exooed £7,500 ____________ _ 
Eueeds £7,500 and does not exceed £10,000 ___________ _ 
Exceeds £10,000 and does not exceed £12,500 _________ _ 
Exceeds £12,500 Bnd does not exceed £15.000 ___________ _ 
Exceeds £15,000 and does not exceed £17.500 _______________ _ 
Exceeds £17,500 nnd does not exceed £20,000 _______________ _ 
~xceed. £20,000______________________________________________ 1 

Conveyance or transfer: 
(1) Of uny stock of the Bank of EngJand-

On sale or by way of voluntary disposition lnter vivos __ _ In any other CRSe-. _____________________________ _ 

(2) Of any stock of the Government of Canada Inserlbed in 
books kept in the United Kingdom, or of any colonial stock 
to wbich the colonial stock act. 1877, applies; for every 
:£100. and also for any fractional part of £100. of the 
nominal amount of stock transferred-

On sale or by way of voluntary disposition inter vlvos _____ _ 10 any other cn.se.. _________________________________ _ 

Conveyance or transfer on ssle or by way of voluntary disposition 
JDter vivo.: 

Of any stocks or marketable securities (except Bank of England 
stock or colonia) government stocks), or of any other prop
erty-

Where the amount or value of the eonside-Fation for the sale 
or. in the ease of voluntary disposition. the value of the 
property trausferred- .' 
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Does Dot exceed :5_____________________________________ 1 0 
Exceeds :£5 nnd does not exceed £10 ____ ~___________ 2 0 
Exceeds flO and does not exceed £15____________________ 3 0 
Exceeds £15 and does not exceed £9-0__________________ 4 0 
Exceffis £20 nnd does not ex:eeed £25______________________ 5 0 
Exceeds £'25 and does not exceed £50__________________ 10 0 
}!Jxeeeds £:'10 Bnd does not exceed £75__________________ 15 0 
~XCl'eds £76 snd does not ."ceed £100__________________ 1 0 0 
Exeeeds il00 and does not exceed £125 ______________ ---- 1 5 0 
EX('ePds £12;5 and does not exceed £150__________________ 1 10 0 
Exceeds £150 ond does not ex.ceed £175__________________ 1 15 0 
Exceeds £176 and does not exceed £20o___________________ 2 0 0 
Exceeds £'lOO ond does not exceed £225_________________ 2 -5 0 
Exceeds £225 and dves not exceed £250 ______________ .___ 2 10 0 
Exceeds £:mo and does Dot exceed £275___________________ 2 15 0 
Exceeds £'l75 and does n.ot exceed :£300________________ 3 0 0 
Exceeds £300 aud does not exceed £..~J5o________________ 8 10 0 
Exceeds :£.'l5Q and does not eX<!epd !400____________________ 4 0 0 
ExCt'eds £400 and does not exceed £450__________________ 4 10 0 
Ex~ds £400 nnd does not en-eed. £500-__________________ 5' 0 0 
Ex",",iR £500, per £50 or fractional part of £50__________ 10 0 
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Conveyance or transfer on sale or by way of voluntary dIsposition 
inter vivos-Contlnued 

Of any property. except stocks and ma.rketable securities. where 
the provisions of section 73, FInance (1000-10) Act, of 1910, 
apply-

Where the amount or value of the consideration for the sale, 
Qr, in the ease of voluntal'Y disposition. in the value of the 
property tranaferre().----. ])oes not exceed £5~ ___________________________________ _ 

Exceeds £5 and < does not exceed £10 _______________ _ 
Exceeds £10 and does not exceed £15 ___________________ _ 
Exceeds :£15 and does not exceed :£20 _____________________ _ 
Exceeds £20 and does not exceed £25 _____________ .. ____ _ 
Excectls :£25 and does not exceed £50 __________________ _ 
Exceeds £50 and does not exceed £75 ___________________ _ 
Exceeds £75 and does not exceed .£100 ________________ _ 
Exceeds £100 _and does not exceed ;£125 ________________ _ 
Exceeds £125 and d0<!8 not exceed :£150 ______________ _ 
Exceeds £150 and does not exceed £175 ______________ _ 
Exceeds £175 and does not exceed £200 ______ c __________ _ 
Exceeds :£200 and does not exceed £225 ______________ ~ ___ _ 
Exceeds £225 and does not e.xceed £250 __________________ _ 
Exceeds £250 and does not exceed £275 __________________ _ 
Exceeds £275 and does not exceed £300 __________________ _ 
Exceeds £300 and does not exceed :£350 ________________ _ 
Exceeds :£350 and does not exceed £400 ________________ _ 
Exceeds £400 and does not exceed £45{L _____________ _ 
Exceeds £450 and does. not ~"ceed £500 ________________ _ 
Exceeds £500, per £50 or frnctional part of £50 ________ _ 

Conveyance or transfer by way of security of any property (except 
(1) stock of the Bank of England, or (2) stock of the Government 
of Canada inscribed In books kept in the United Kingdom or 
eolonial stock to which the C-olonlal Stock Act. 1877. applies). or 
of any security. See Mortgage, etc., and Mortgage of stock or 
marketable security~ 

Conveyance or U'nnsfer of any kind not hereinbefore de-scribed _____ _ 
C-opy or extract (attested or in any manner authenticated) of 

or from-
(1) An instrument ehargeable with any duty; (2) an original 

will. testament, or codicil; (3) the probate or probate copy of 
a will or Codicil; (4) any letters ot adminlstrstion, or any 
eonllrmation of a testament; (5) any public register (except 
any r<>gIster of births, baptisms, marriages, deaths, burials, 
or cremations); (6) the books. rolls, or reeords of any court-

In the case of an instrument chargeable with duty not 
amounting to' Is.,. the same duty as such instrument. In any other cnse ____________ -______________________ _ 

tCopy or extract (certilled) of or from any register of births, bap-
tisms. marriages. deaths, burials. or cl'emntJODS-_____________ _ 

Copyhold and customary estate&, instruments relating thereto: 
Upon a sale thereof. See- Conveyance on sale-.. 
Upon a mortgage thereof. See Mortgage. etc. 
Upon a demise thereof. See Lease or tack. 
Upon any other occasion-

Surrender or grant made out of eourt,. or the memorandum 
thereot. and copy of court roll of any surrender or grant made in COl1rL ______________________________________ _ 

Counteorpart. See Duplkate. 
Coupon. See BUl of exchange. aud Policy. 
Covenant for set"uring the payment or repayment of money. or the 

transfer or re-trnnsfer of Btock. See Mortgage. etc. 
Covenant in relation to nny annuity upon the original creation and 

snle thereof. SPe Conveyance on snle. 
Covenant In relation to auy annutty (except upon the original crea· 

tion and sRle thereof), or to other perlodical payments. See Bond, 
('ovElnant, ete. 
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Covemmt, Any separate deed of conmant (Dot being an instrument 
('bargeable with ad valorem duty as a ronveyance on sale or mort
guge) mode on the sale or mortgage of any property. and relating 
solely to the conveyance -or enjoyment of~ or the title to, the prop
erty 80ld or mortgaged, or to the production of the munlments of 
tUle reillting thereto. or to aU or any of the matters aforesaid: 

"'bere tbe ad valorem duty in respect of the consideration or 
.mortgage money does not exceed lOs .• a duty equal to the 
amount of such ad valorem duty. In any other ease ______________________________________ _ 

Cl't'<IIt, letter of. See B!lI of exchange. 
Debenture for securing the payment or repayment of money or the 

transfer or rt>transfer of stock. See Mortgage. etc., and Market
able eeeurity. 

Declaration or any use or trust of or conce-rning any property by any 
writing, not being 8. wilt. or an instrument chargeable with ad 
valorem duty as a settlement or as a voluntary dIsposition inter 
~V08 _________________________________________________________ _ 

Deed wlwreb7 any reu[ burden 18 declared or created on lands or 
beritahle subjects in Seot1und. See Mortgage, etc. 

Deed oontainlng an obUntlon to infeft Bny person in heritable sub
Jects In Scotland, under a clause of reversion, as a security tor 
money. See Mortgage, etc. 

Deed {>Ontaining an obligation to Infeft or seize in an annuIty to be 
upUftoo out of heritable subjects in Scotland. See Bond, covenant. 
etc, 

Deed of any kind whatsoever. not otherwise described __________ _ 
Deeds ot ulTangement act. 1914 (4 snd 5 Geo. fi, c. 47). see. 5. Upon 
ev~ry deed of arrangement re;..4Ntel'ed under the pro"islons otthls act: 

For f!very £100 or fraction of £100 of the sworn value of the 
property passing. or (where no property passes under the 
deed) the amount of composition payable uneler the dfl'ed. 
18. hi addition to the proper inland re'renue duts. 

DlsllomtJ()D In S{'Otiaml or nny property. not otherwise descrlbecL __ _ 
Docket mnde on passing any instrument under the Great Seal of the linltPd Kln:ruo11l ___________________________________________ _ 

Dock warrant. See Warrant for goods. 
Draft for money. See Bill of excbange. 
Dupli<'1lte or counterpart of any instrument ehargeo.ble with any duty : 

Where such duty does Dot amount to 58., the same duty as the 
origins I instrument. In any oUler euse ___________________________________________ _ 

Ex("bange or t'xcamhion. Instruments effecting: 
Where the consideration given for equality does not ex~d :UO(L 
\Vhere the consideration given tor equalIty exceeds £100. ad 

'~lorE'm ("on\'eyance on sale duty on the amount of such con· 
slderation only. 

• 

EXt"lUl)llHcntion or t"Ollstut uud(>1" the Great Senl of the United King
dom of Great Britain and Ifi>ohtnd of any letters patent or grant 
lJuule or to be made by his maJesty~ or by any of his royal pretleces· 
iK)Ni. of any honor. dlgnlty~ promotion. franchise. Uberty, or 
prtvUt'ge. or of any lands, oHlce. or other thing whatsoever________ 5 

Exemplification under thE" seal of any court in England or Irelaud 
nf any rt'I.'ord or proceeding thereln___________________________ 3 

Faculty. IkoenS€'. commission, or dIspensation for admitting or author
Izing OilY Jl("TSOn to act a8 a notary ImbUe: In }o~ngland ______________________________________________ 30 

In Seotland or Irelond _______________________________________ 20 
Fu('ulty or dispensation of uuy oUler kiud ~ In England ______________________________________________ 30 

In IreI.tllltl _______________________________________________ 25 

Foreclosure order for. St"f' COlweyance on sale. 
Foreign security. See Marketable security. 
Furni::.du"(J. house or apartments. letting of. See r..eo.se~ 
GUt intl'r vivos. See CoU'''eyolK'e on sale. 
Inns of rourt. See Admtsslon. 
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.. til. d. 
Instrument to bearer (not being a share warrant or stock certificate 

to bearer) by means ot which any share or stock of any company 
formed or established out of the United KIngdom Is assigned, trans· 
ferred. or-In any manner negotiated in the United Kingdom (sees. 4 
[2] and II of finnnee act, 1899) : 

For every £25, nnd also for every fractional part of .£25 of the 
nominal value of the share of st()('k _______________________ _ 

Insurance See Policy. 
Law agent. See Admission and Certificat~. 
Law student. See Admission. 
Lease or tack: 

(1) For any definite term not exceeding a year: 
t Of any dwelling house, or part therof. at a rent not ex· 

eeeding the rate ot £40 per annmn __________________ _ 
(2) For any definite terms less tban a year: 

t Of any furnished dwelling house or apnrtment where the 
rent for such term exceeds £25 __________________________ _ 

t Of any lands. tenements. or heritable subjects except or 
otherwise than as aforesaid. the same duty -as a lease for 
a year at the rent reserved for the definite term. 

n In the case of furnished dwelling houses or apartments, 
the duty cbargeabie on instruments under subhead (2) 
and duplIcates or counterparts of snch instruments, may 
be denoted by adhesive stamps.] 

(3) For any other definite term, or for any indefinite term, of 
any lands, tenements, or heritable subjects: 

Where the consideration. or any part thereoft moving to the 
lessor or to any other person. consists of any monE-Y. stock, 

or other security; 
In respect of such consideration (subj~ct to the pra. 

visions of sec. 15. revenue- aet. 1911). the same duty 
a.s a conveyance on a sale for the same consideration. 
(See Conveyance or transfer on sale.) 

Where the consideration, or any part tbereof, is any rent-
In respect of such considerntion~ if the term does not 

exceed 35 years or is indefinite nnd If the rent. 
whether reserved as a yearly rent or otherwise. is 
at a rate or average rat~ 

Not exceeding £5 per anDum ________________ _ 
Exeeeding £5 and not exceeding £10 ___________ _ 
Exceeding £10 and not exceeding £15 ___________ _ 
Exceeding £15 and not exceeding £20 ___________ _ 
Exceffiing £20 and not exceeding £25 __________ _ 
Exeeeding £25 and not exceeding £50 __________ _ 
Exceedlng £50 and Dot exceeding £75 _________ _ 
Exceeding £75 and Dot exceeding £100__________ 1 
Exceeding £100. for every £50 or fractloD ________ _ 

In respect of such consideration. if the term exceeds 
S5 yea ..... but does not exceed 100 years. and if tbe 
rent. whetller reserved as a yearly rent or otherwise, 
Ls at a rate or average rate---

3 

1 
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Not exooedlng £5 per annuID______________________ 6 0 
Exceeding £5 and not exceeding £10______________ 12 0 
Exceeding £10 and not exceeding £15____________ 18 0 
Exceeding £15 and not exceeding £20____________ 1 4 0 
Exceeding £20 ond not exceeding £25____________ 1 10 0 
Exceeding :£25 and not exceeding :£50____________ 3 0 0 
Exceeding £r.o and not exceeding £75____________ 4 10 0 
Exceeding £75 and not exceeding £100__________ 6 0 0 
Exceeding £100, for e\'ery £00 or fractlon_______ _ 3 0 0 

In respect of such consideration, it the term uceeds 
100 . years. and if the rent, whether reserved as n 
yearly rent or otherwise, Is at a rate or average 
rate--

Not exceeding £5 per aUllUlIl-__________________ _ 

Exceeding £5 8nd Dot exceeding £10___________ 1 
12 0 
4 0 
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Marketable security as defined by see. 82, Stamp Act, 1891-COn. £ B. d. 
II. Transferable by delivery: • 

B. Colonial munit'ipal security- Double the duty upon 
A. Colonial government seenrity ____ } 

(1) Bearing date or signed be- a mortgage for the 
fore or on August 6, 1885_ same amount. 

(2) Bearing date or signed or olYered for subscription 
after August 6, 1885-

(a) Repayable witbin 11 period not .xceeding 1 
year of date when duty payable, 6d. for 
every £10. 

(b) Repayable within a period not exceeding 3 years 
of date when duty payable. ls. for every :£10. 

(c) Repayable at a period exeeeding 3 years of 
date when duty payable. 28. for every £10. 

(d) Security substituted for one duly stamped UD
der (c). 1s. for every :£20. 

C. Other than colonial municipal and colonial government
(l) Bearing date or signed before or on August 6, 1885-

(a) Repayable within a. period not exceeding 1 
)."ear of date when duty payable, 6d. for every 
£10. 

l b) Repaya ble within ft period not exee€ding 3 
y.,ars of date when duty paynble~ ls. for every 

£10. 
(o) Ht'"pttyable at n time exceeding 3 years of 

date when duty payable. four times the duty 
upon n mortgage for the same amount. 

(2) Bearing date or signed or offered tor subscription 
after Aug. 6, 1885: 

(a) Repayable within a period not exceeding one 
year of dote when duty payable. 6d. for evel'y 
£10. 

(~) Repayable witbin a period not nceeding three 
years of date whe-n duty payable, ls. for every 
flO. 

(c) Repa.vabJe at a time exceeding three years of 
date when duty payable~ 4s. for every £10. 

(d) Securitr substituted fo.· one dulY stamped un· 
der (0), 2s. fot" every £20. 

Marketable security as described in finance act, 1899. seetions 4 (1) 
and 6: 

Repayable within a pt"l"iod not exceeding one year of date whe-n 
duty payable. Gd. for every £10, 

Repa»nble within a period not exceeding three :years of date 
when duty payable. 1s. for every £10. 

Repayable ut a time exceeding tbrf>e yeurs of datl' WhNI dnt." 
payable. 48. tor every £10. 

MemoranduUl ot. agreement. See Agreement. 
Memorandum of nssocinfion of a company under the companies 

(consolidation) act~ 1008 ~8 Edw. 7p c. 69), sectlon 6, to be stnolped 8S a depd_____________________________________________ 10 0 

Memorial to be registE're<1 pursuant to any at·t for the time being 
in force relnting to the public registering of deeds In Englnnd or 
Ireland: . 

Where the instrument l'PA:istered ls ehargeable witb any dut)' 
not amounting to 2so 6d.. the snme duty as the l'egistered 
iusbollment. 

III any other CU8e____________________________________________ 2 6 
!rfortg8ge~ bond, dl?'ilenture. covenant (except a marketable security 

otherwise specially ('barged with duty). nnd warrnnt of attorney 
to confess and entt'r up judgment: 

(1) Beillg the only or principal or primary security (other than 
nn equitable mortgage) for the pasment or 1"€"pnyment of 
money-

Not ~dlng £10________________________________________ 3 
Exceeding £10 and not ""coed!ng £20_____________________ 8 
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Mortgage, bond, debenture, covenant, etc--Contlnued 
(1) Being the only or principal or primary security, etc-Con.. 

Exceeding £25 and not exceeding £50 _______________ _ 
"Exceeding £50 and not exceeding £100 _________________ _ 
Exceeding £100 and Dot exceeding £150 _________________ _ 
Exceeding £100 Bnd not exceeding £2OO: ___ ~ ____________ _ 
Exceeding £200 and not exceeding £250 _______________ _ 
Exceeding £250 and not exceeding £300 _________________ _ 
Exceeding :fSOO--for every £100~ and also for any fract'lonal 

part of £100 of the amount secnred ____________ _ 
(2) Being a collateral. or auxiliary. or additional or substi

tuted Sf'Curlty (other than an equitable mortg8ge)~ or by 
way of further assurance for the above-mentioned purpose 
Whef(l the principal or primary security is duly stamped: 

For every £100. and also for any fractional part of .£100 
of the amonnt secured. _____________________________ _ 

(But tbe whole Bmount of duty shall not exceed los.) 
(3) Being an equitable mortgage--

For even- £100. and any tractional part of £100. of the BEaOnnt secured _______________________________________ _ 

(4) Transfer, assignment. dispooitlon~ or assignation ot any 
m()rtg~. bond, dPbentul'e. or co,-enant (except a market
able securIty). or of any money or stock secured by any 
such instrUment. or by any W8.Tf'lLnt of attorney to enter 
up judgment, or by aoy judJm1ent (except a transfer. 
etc .• by way of volunWry dl~sition inter vivos, as to 
whl!'h see ConveyalK"e on sale) : 

For f'oVery :£100. and also for any fractional part of £100. 
of the amount transferred. assigned. or disponed. exelu-
sive of interest which Is not in arrear _________________ _ 

And ah;Jo wbere nny further money is added to too money 
alreftdy secureQ, the same duty as a principal security 
for such further money T 

(5) Reconveyance. release. dbwhsl1:f'. surrenrler. re;;ourrender. 
warrant to vacate. or renunciation ot any sueh security 
88 aforesaid, or of the benefit thereof. or of the money 
thereby 8P{'ured-

For ev~ry £100, and also for any fractional part of £100. 
ot the total amount -or value of the money at any time HeeUTed _______________________________________________ _ 

Mortgage of stock or marketable security: 
Under hand only. See Agreement. 
By deed, See Mortgage, 

t Notarial act of 'any kind whatsoever {except n protest of a bill 
of exchange or promissory note. or any notarial instrument to 
be expected and J'E"rorded In any NJdster of sasmes) __________ _ 

Notary pubUe. See C<>rtlfieate and Faculty. 
Notice to quit to be sel"\~ed on a tenant of a bolding in Ireland 

[the landlord aud tt'tlant (Ireland) act. 83 and 34 Viet. e. 46, sec.. 57J ___________________________________________________________ _ 

Ordf>r for the paympnt of money. St"e Bm -of uehange. 
Partition or division. jn~trtlments effecting: 

If the contdoeration for equality does not exeet"d £100 _____ _ 
It the eons)derfttion for equality exceeds £100. 8d valorem con

veyance on sale duty on the amount of sueb eonsidera· 
tloo only. Passport _______________________________________________________ __ 

t Polley of humrauCf> agninst 8.~dent and poliey of Insurance for 
any pa~"ID~nt ft~ to he mude during the slclcness of any per
SOIl. or hts tneflllH.'t.'lty from pt'rsonal injury. or by way of indem
nity BJrBillst 10$$ or damage of or to any property. and polley of 
insurnnce· or Ind(>DlnSt,.v Bl«\lnst Uability incurred by employers 
In eousequence ot claims made upon them by workmen who have 
SUBtlilned personal Injury, when the annual premium on sucb pollcles does not exceed i:L-__________________ _ 

129 

• ., II. 

1 :I 
2 6 
!l 9 
5 0 
6 :I 
7 6 

2 6 

II 

1 0 

6 

8 

1 0 

2 6 

10 0 

6 

6 



130 COMPANY LAW AND BUSINESS TAXES IN GREAT BRITAIN 

Polley of Ilfe Insurance where the sum tusured- f ])oes not exceed £10 _________________________________________ _ 
Exceeds £10 but does not exceed £25 _______________________ _ 
Exceeds £25 but does not exceed £500, for every :£50, or fraction 

of £50, of the amount Insured _____________________________ _ 
Exceeds. £500 but does not exceed £1,000, for every £100, or frac-

tion ot £l00
f 

of the amount fnsured ____________________ _ 
Exceeds £1,000 for every '£1,000. or fraction of £1,000, of the amount insured _______________ ..::. __________________ _ 

Policy of sea insurance: 
(1) Where the premium or consideration does not exceed the 

rate of 28. 6d. percent of the sum fnsured __________ _ 
Where the premium or consideration is expressed to be a 

snm not exceeding the rate of half-a-crown percent. and 
is subject to an increase (whether defined or not in the 
policy) in the event of the oceurrenee of a specified con
tingency, it shall be treated 8S one not exceeding the 
rate of half-a-erown percent. But if, owing to the 
occurrence of the coDtingency~ the premium or considera
tion is increased so as to ex<..-eed the rate of half-a-erown 
percent, tbe polley or a. new policy to be thereupon issued 
shall be stamped with the additional duty payable and 
may be so stamped without penaUy at any time not ex
eeeding thirty days after the date on which the Increased 
premium or consideration becomes ascertained. 

(2) In any other ""_ 
«(I) For or upon any voyage. where the sum insured ......... -])oes not exceed £250 ___________________________ _ 

Exeeeds £250 but does not exeeed £500 _________ _ 
Exceeds £500 but does not exceed £750 _________ _ 
Exceeds £750 but does not exceed £1,000 _______ _ 
Exceeds £1.000, for every £500 or fractional po rt of £500 _______________________________________ _ 

(b) For time-- . 
Where the insurance is made for any tIme not 

exeeeding six months. a duty equivalent to three 
times the amonnt payable if the insurance were 
made upon a voyage. 

Where the insurance Is matle for any time exceed
ing six months but not exceeding twelve months, 
a duty equh'fllent to six Urnes the amount payable 
if the insurance were made npon a voyage. 

Power of attorney. See Letter of attorney. 
Precept ot clare constat to give seisin of lands or other heritable sub-jects tu SCOtlan<L ____________________________________________ _ 
Procuration,. deed, 01' other instrument of _______________________ _ 
Promissory note. See Bank note, BiU of exchange. 
tProtest, of any bH1 of exchange or promissory note: 

Where the duty on the bUI or note does, not exceed Is.. the same 
duty as the bill or note. In any other case _______ ~ __________________________________ _ 

Proxy. See Letter or power of attorney. 
tReceipt glven tort or upon the payment or money amounting to £2 or uplVards-__________________________________________________ _ 

Reconveyance. S"" Mortgage. 
Release or renunciation of any property, or of any right or interest 

in any property: 
Upon a sale or by way of voluntary disposition Inter vivos. See 

Conveyance OD sale. 
By way of security. See Mortgage, etc. In any other en8e-_________________________________________ _ 

Rennnclatlon, letter of. See Letter of allotment. 
Reabmntlon : 

Principal or originai InstrumE'nt ot n-signation. or servt<"e of eog
nltlon of heirs, or charter or seisin of any houses. lands. or 
other heritable subjects In Scotland holding burgage, or of burgnge tenure ___________________________________________ _ 

•• <I 
1 
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2 

10 0 

5 0 
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Beglgnation-Contlnued • -... 
And instrument of resignation of any lands or other heritable 

subjects in Scotland DOt of burgnge teDure__________ Ii 0 
RevoeatioD of. any Use or trust of any property by any writlng., Dot 

being a w\1I___________ 10 0 
Scrip certidcate. serip. or other dOl"'UlDeDt: 

(I} Entitling any pel"5On to become the proprietor of lID)' share 
or fractiOD&! part of a share of lID)' company or proposed 
crnnpany~~-~'_c~~~~~~,---~--~~ 

(2) Issued or delivered In the United KIngdom and entitling 
any person to become the proprietor' of an7 share or 
tractional part of a share of any fureigD. or colOllial com· 
pany or proposed eompany _______ :; _______ _ 

(3) Denoting. or intended to denote, the right of any person as 
a subscriber in respect of any loan raised 01' proposed to 
be- raised by any company or proposed company. or by any 
municJpal bod..v or eorporatlOlL __ 

(4) Issued or delh7ered ill the rnited Kingdom and denoting,. 01' 
intended to denote, the right of any person as a subscriber 
in rel!I)ect of any loan raised or proposed to be raised by 
or on behalf or HDY forelgn or colonial state,. government. 
munictpal body. corporation. or company' _______ , 

Seisin: 
Instrument of seisin gil"en upon any charter. precept of clare 

constat. or precept from chancery. or upon an."v Wlldset. herita
ble bond., disposition. apprizing. adjudication. or otbenrtse of 
any lands or hl"ritable !'Iubjects in Seotlao<L__________ 5 0 

And any notarial instrument to be espt:"ded and recorded in any 
register or sasioeL- _________ Ii 0 

SetUt>ment: 
Au.v iDstrnment, whether voluotary or upon any good. or valuable 

conslde-ratiOlly ,other than a bona-Ode IleeIlBiary eonsideratiou, 
wbereby any definUe and et'rtu.in: principal sum of money 
(whf'tber eha~ 01' ehsTgNble on lands or othpr beredita
ments or heritable subjects. or not, or to be laid out in the pur.
chase of lands or othe-r hereditaments ,or heritahle subjects 01' 
not) or any definUe and rertaio amotlDt of stock, or any se
curity. Is settled or agn>ed to be &Ht1ed in any manne-r what
..... ..,1'-

For every £1(10. and also f,or any froactionaJ part of a~ 
of thE' amount or value of the property settled or agreed 
to be .... 11__ _______________ Ii 0 

Where. bowever. an Illstrtum>ut Is dlargeable with duty both 
as a conveyance or traosf(l>r operating as a voJuntary 
di~ltttlD. inter vivos under sectton 74 of the Finante 
(1909-10) Act of 1910. and as a settlement under the bE>ad
in% •• 8e'ttle.lDf>Ot~' 10 the ftrst ecbedule of the stamp act. 
1891. the Instrumf'Rt Is to be ebarged with duty as a 00Il
'f't"y&oce or transfer uudt"r section i4. but not as a settle
ment. (See in tbls rounoctloo __ 74 (4) aDd Hi) of the 
Fins""" (1909-10) Act of 1910,1 

Share eapital duty. Set" capital duty (share). 
Sbare <.'ertifteate {fon-Urn l. ~ Instl"UlDetlt to bearer. 
Sbare W8lT8.Ut or stock <"ertifteatf' to bearer: 

(1) Of s l'Ompan.v tonned or _bllsbed Ie lbe United KIngdom 
a dUQ? of an amount eqnal toO t~ times tbe amount of 
thE' ad 'C'&.lorem stamp duty .. hiclt .-ouId be- cll~ble on a 
dt"e'd tntm:femng thf> share or shares « stoel;: specified: in 
~ warrant or- 'l'lt"rtUica~ If the t'OIltdderatioo tor the 
trnnsfior '\'ft're tbe Dominal nine of sueb shan! or sha.res or 
srock. 

(2) Of a rompany formed nr _bn_ out tile the Vnll<d 
Kingdom by means of which 80$ sban!o or stodI: is as--
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Share warrant or stock certIficate to bearer--Contlnued . • s. tl. 
signed, transferred or in ·any manner negotiRted in the 
United Kingdom [see. 4 (1), Finance Act 011899J-

For every £10, and also for any fractional part of £10, 
of the nominal value of the sbare or stock to which 
the warrant or certIficate relates __________________ _ 

Solicitor. See Admisslon and Certificate. 
Statutory declaratioD. See Affidavit. 
Substituted security. See Bond, covenant, etc., Marketable security, 

and Mortgage, etc. 
Superannuation annuity. See Bond, covenant, etc. 
Surrender: 

Of copyhold.. See Copyhold. 
Of any other kind whatsoever not cllargeable with duty as a 

conveyance- on sale or by way of voluntary dispositIon inter vivos or as a mortgage _________________________________ _ 
Tenancy agreement. See lease. 
Transfer. See Conveyance or transfer. 
tTransfer: 

Any reqnest or authority to the purser or other ~mcer of any 
mining company, conducted on the cost-book syste~ to enter 
or register any transfer of ony share or part of a share in any 
mine, or an'y notice to such purser or officer of any sucb transfer ________________________________________________ _ 

Valuation. See Appraisement. 
Voluntary disposition inter vivos. See Conveyance on sale. 
tVotlng paper : 

Any instrument for the purpose of voting by any person entitled 
to vote at any meeting of any body exercising a public trust. or 
of the shareholders or merubers or oontribuoors to the funds 
of any company. socIety, or InstitutioD ___________________ _ 

Wanonnt of attorney. to confess and enter up a judgment given as a 
security for the payment or repayment of money, or for the tram~
fer or retrnnsfer of stoek. See Mortgage. etc. 

Warrant of attorney of any other klnd ________________________ _ 
tVVarrant for goods _________ ~ ___________________________________ _ 
Warrant under the sign manual of His Mnjesty ___________ ~ ____ _ 
Writ: 

(1) Of acknowledgment under the registration of leases (Scot-\and)Act. 185L _____________________________________ _ 
(2) Of acknowledgment by any person Infeft in lands In 

Scotland In favor of the heir or disponee of a creditor 
fully vested in right on an heritable security constituted by InfettmenL _____________________________________ _ 

t (8) Of resignation and clare constaL ___________________ _ 

CORPORATION DUTY" 

4 C) 

10 0 

6 

1 

10 0 
S 

10 0 

I> 0 

The corporation duty is a stamp duty imposed under the Customs 
and Inland Revenue Act of 1885, in lieu of the death duties from 
which property belonging to corporate or un incorporate bodies is 
exempt. . 

Its small yield is due to the breadth of the exemptions, which 
inelude property of a trading company or of a body whose capital 
stock is so divided and held as to be liable to be charged to legacy 
or succession duty, property acquired from voiuntary contribuhons, 
Gov~rnm.nt property, and property employed for educational, 
charitable, relIgious, literary, scientific, or artistic purposes_ 

.. Source: S1z:ty·flfth Report of the CommlsslonenJ of Hfa Majesty's Inland Revemle, 
p. 62, and lubseque-nt ~porta. 
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The rate is £5 percent (5 percent) on the net annual value of 
incoine accrued in respect of all real or personal property held by 
such bodies, except that which is specifically exempted under the act. 

LAND TAX· 

The national Is nd tax, a levy upon lands, t"nements, and heredit
&DIents in Great Britain (not including Ireland), has largely been 
redeemed and is considered relatively unimportant. 

A total sum of £1,905,077 was imposed on "real estate" under 
the land tax act of 1797, and in the following year that sum was 
made a perpetual charge, subject to redemption. The area of assess
ment in England and Wales is the parish, each parish being liable 
for its quota in the proportion established in 1797-98. Of the 16,104 
parishes in England and Wales, 1,251 had extinguli;hed their quotas 
by March 25, 1~26. The areas of assessment in Scotland are the 
several counties and burghs for which quotas were fixed in 1798. 

EXEMPTIONS AND ABATEMENTS 

Although property belonging to the Crown is not exempt, no tax 
is collected on such property when occupied by the Crown for State 
purposes. 

Owners of unexonerated property are exempt if their total income 
does not exceed £160 per annum, and are given an abatement of 
one half the tax if their total income does not exceed UOO per annum. 

BASIS OF ASSESSMENT AND RATE 

The tax collectible in any year from each area is the" unredeemed 
quota," which is the gross quota fixed in 1798 minus the amount 
redeemed and exonerated since that date. The aggregate of the 
unredeemed quotas on March 25, 19-26, was £894,212. 

The rate varies according to the proportion which the total annual 
value of the unexonerated property in the area hears to the tillre
deemed quota, from Id. in the pound (about 4.1 1"'1"1,0(0) to a max
imum of Is. in the pound (5 percent) on the annual value of the 
unexonerated property as determined for income tax under sched
ule A. 

REDEMPTION 

An\' property liable to assessment under the land tax ncts lllav 
be redeem ... l bv any' person having an interest or estate therem 
upon entering into a redemption contract with the inland revenue 
commission .. rs Rml paying a capital sum equal to 25 times the tax 
a .... ssed on the property. 
If the Illllount collected in any area exceeds the unredeemed quota, 

it must, subject to the award of any part thereof as remuneration. 
to the &SSeswr, be applied as capital ill the reduction of that quota. 
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TABLE A.-REGULATIONS FOR MANAGEMENT OF A COMPANY 
LIMITED BY SHARES' 

PRELIMINARY 

1. In these regulations U The Act U means the Companies Act. 1929. When 
any provision of the act Is referred to, the refe-rence is to tbat provIsion as 
modified by any statute tor the time being in force. Unless the context other
wise requirE's, expressions defined In the Act or any statutory modification 
thereof in force at the date at which these regulations become binding on the 
company shall bave the meanings so defined. 

SHARES 

2. Subject to the provisions, if any, in that behalf of the memorandum 
of assOCiation. and without prejudice to any special rights previously con
ferred on the holders 6f exlstin-g sbares, any share may be issued with s~h 
preferred. deterred, or other special rights. or sucb restrictions. whether in 
regard to dividend, voting. return of share capital. or otherwise, as the company 
may from Ume to time by special resolution determine. nnd any preferenee 
share may, with the sanetion of a special resolution, be issued on the terms 
that it is, or at the option of the company is liable to be, redeemed. 

3: If nt any time the shnre capital is dh~:ded into different classes of shares. 
the rights attached to any class (unless otherwise provided by the terms of 
Issue of the shares of that class) may -be varied with the consent in writing 
of the holders of three fonrtbs of the issued shares of that class. 0-1' with the 
sanction of an extraordinary resolution passed at a separate general meeting of 
the holdt"fS of the shares of the class. To every such separate general meeting 
the provisions ot these regulations relating to general meetings shall mutatis 
mutandis apply. but so that the necessary quorum shall be two persons at least 
holding or representing by prexy one third of the issned shares of the dass 
and thnt any holtler of shares of the closs present in person or by proxy may 
demand 8 poll. 

4. Every person whose name is t'ntered as a member In the register of mem· 
bers shall, without payment, be entitled to a certificate under the seal of tbe 
company specifying the share or shares held hy him aud the amount paid up 
thereon. provIded that in respect of a sbare or shares held jointly by several 
persoDa the company shall not be bound to issue more than one ~rtiflcate. and 
delivery of a certificate for a share to one of several joInt holders shall be 
sufficient delivery to aU. 

A. If a shure ~rt1ti('ate is defaced. lostt or destroyed~ it may be renewed on 
payment of such tee. if any, not exceeding 1s., and on such terms, it anYt as 
to evidence and indemnity. as the directors of the bank think fit. 

6. No part of the fund. at the company shall directly or Indirectly be 
employed in the purchase of, or In loans upon the- security of. the C()mpanY~8 
shares. but nothing in this regulation shall prohihit transactions mentioned 
in the proviso to section 45 (1) at the act. 

T. The company sball have a lien on every share (not being a fully paid 
share) tor all mone)'s (wh-ether presently payable or not) called or payable at 
a ftsed time in l't"Spect to tllat share~ and the company shall also have a lten 
on all shares (uthe", than fully paid shares) standing registered in the name 

1 Companlea Act, First Sehedule. R~ferred to 118 .. Table A .... 
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of a single person for all moneys presently payable by him or his estate to the 
company: but the directors may at any time deelare any share to be wbolly or 
in part exempt from the provisions of this regulation. The company's Uen 
if any. on a share shall extend to all dividends payable thereon. 

S. 'I'be company may sell. in sueh manner as the directors think fit. any 
abares on wbich the eompany bas 8. lien; but no sale shall be- made unless 
some sum In respect of which the lien exists Is presently payable, nor until 
the expiration of 14 days atter a notIce in writing, stating and demanding 
payment of such part of the amount in respect of which the 1100 exists as 
is presently payable b88 been given to the registered holder for the time being 
of the share, or the person entitled thereto by reason of his death or bankruptcy. 

9. For gIving effect to any such sale the directors may authorize some 
person to transfer the shares sold to the purchaser thereof. The purchaser 
shn n be registered as the b-older -of the shares comprised in any such traosfer 
and he shall not be bound to see the application of the purchase money, nor 
shall his title to the shares be affected by any irregularity or invalidity in 
the proceedings in referen-ce to the sale. 

. 10, The proceeds of the sale sball be received by the company and appUed 
in payment of such P,art of the amount in respect of whIch the lien exists 
as is presently payable. and the residue shall (subject to a Ulre lit'D. for 
sums not presently payable as existed upon the shores prior to the sale) be 
paId to the person entitled to the shares at the date of the sale. 

OALLS ON 8HAItEB 

11. The directors may from tlme to time make culls upon the members in 
respect of any 'moneys unpaid on their shares provided that no call shall exceed 
one fourtb of the nominal amount of the shore. or be payable at less than 1 
month fl'Om the last can; Bnd eAch member shall (suhject to receiving at 
least 14 days' notice speelfylng the time ot times of payment) pay to the 
compan.y at the time o-r times so specified the amount called on bis shares. 

12. The joint holders of a sha~ shall be jointly nnd severally liable to 
pny all eo Us in. respe<>t thereat. 

18. If a sum called in respect of 8. share Is not paId before or on the day 
appolntt'd for payment thereof, the person from whom tbe sum is due shall 
pay interest Upon the sum at the rnte of £5 percent per annum from the day 
appointed for tlle payment thereof to the time -of the actuul payment, but 
the directors shall be at liberty to waive payment of tha.t interest wholly 
or In part. 

14. The provisIons of these regulations as to the liabiUty of joInt holders 
Bnd as to pnyment of interest shall apply in the case of nonpayment of any 
sum whicb, by the terms of issue of a share, becomes payable at D. fixed tim~ 
whether on account of the amount of the share. or by way of premium. as 
if the snme had become pByable by virtue of a can duly made and notified. 

15. The dire(!tol'S may make arrangements on the issue of shares for a 
difference between the holders In the amount of caUs to be paid and In the 
times of paymE"nt. 

16. The directors may. If they think fit. receive from any member willing 
to advance tbe Bume aU 01' any part of the moneys uncaUt'd Bod unpaid upon 
any shares held by him: and upon aU or any of the moneyS so advanced may 
(untH the snme would, but such advance. became presently pnytlble) pay in
terest at i!meb rate (not exceeding, without the sanction of the company in 
gene-Nl meeting, 6 J)E"rcent) 8S mny be agreed upon between. the member pay. 
tog the sum in advance and the directors. 

TJL\NSFItB AND TBANSKISSION OJ' BHABES 

17. 'l~he instrument of trnnster of any share shall be executed by or OU 
behalf of the transferor and transferee. aDd the transferor shall be deemed 
to rl'maln ft. holder of the share until the name of the transferee is entered 
In the register of mE'mbers In te$pect thereof. 

18. Shal'es> sholl be troDsferred in the following form. or In any usual 
or common form which the directors shan approve: 

I, A. B. of __________ • in consideration of the Bum of L _____ paid to me 
by C. D. of __________ (hereinafter cnlled u the said transferee n)~ do hereby 
transfer to the said transferee tbe share (or shares) numbered _____ in the 
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llDdertaklng called the ______ ~ _________ Company. Li)nited. to hold nnto 
the said transferet; subject to the several conditions on which I hold the 
same: and I, the said transferee, do hereby agree to take the said share (or 
shares) subject to the conditions aforesaid. .As witness our hands the _________ day of __ ~ _____ _ 

Witness to the signatures of. ete. 
19. The directors may decline to register any transfer of shares. not being 

fuUy paid shares, to a person of whom they do not approve, and may also de
cUne to register any transfer of shares on which the company has a Hen. The 
directors may also suspend the registration of transfers during the 14 days 
immediately preceding the ordinarY general meeting in each year. The directors 
may decline to reeognize any instrument of transfer unless (a) a fee not ex
ceeding 2s. 6d. is paid to the company In respeet thereof. and (b) the Instrument 
or transfer is accompanied by the certificate of the shares to which it relates, 
and such other evidence as the directors may reasonably require to show the 
right of the transferor to make the transfer. 

If the direcCors refuse to register a transfer of any shares, they shaH within 
2 months after the date on which the transfer was lodged with the company 
.send to the transferee noUce of the refusal. 

20. The If>gal personal representatives of a deerensed sole holder of a share 
shall be the only persons recognized by the company as having any title to the 
share. In the ease of a share registered in the names of two or more holders, 
t'he survivors Of survivor~ or the legal personal representatives of the deceased 
survivor. shan be the only persons recognized by the company as having any 
title to the share. 

21. Any person becoming entitled to a share in consequence of the death or 
bankruptt.."y of n member shall, upon StIch evidence being produced ns may from 
time to time be properly required by the directors. have the right. either to be 
Tt>gistered as a member in respect of the sbare or. instead of being registered: 
himself. to make such transfer of the share as the de<.'eused or bankrupt' person 
could have made; but the directors shall, in either case, hnve the same right 
to decline or suspend registration as they would have had in the case of a 
transfer of the share by the deceased or bankrupt person before the death or 
bankruptcy. 

22. A person beC<lming entitled to a share by reason of the dellth or bank
ruptcy of the holder shall be entitled to the same dividends and other ad
vantages to which be would be entitled it he were the registered bolder of 
the share. f>xcept that he shall not, before beIng registered as a member in 
respeet of the shnret be entitled in respect of it to exercise any right conferred 
by membership in relntion to meetings ot the company. 

FORFEITURE OF' SHARES 

23. If 8 mf'-mber fails t'o pay any eall or installment of a call on the day 
ellPointed for payment thereof. the directors may, at any time thereafter dur
ing sut'h time as any part of such <'3.11 or installment remains unpaid. serve a 
notjcp- on him requirIng payment of so mn~h of the ('nil or installment as Is 
unpuid. together \\1.tb any interest which may have aecrued. 

24. The notice sball name a further day (not earlier than the explraUon 
of 14 days from the date of the notice) on or before which the paympnt required 
-hy the noti<'e is to be made, and shan state thaf in the event of nonpayment at 
or before the Ume appoint(>d the shares In respect of which the cull was made 
will be liable to be forr.ltod. 

25. If the requirements of auy such notice as aforesaid are uot compUed 
'WIth. any share in re~'llpeet of which the notice has been gl\~en at allY time there
ftft(lr. before the payment required by the notice has been made, be forfeited 
l\.v -a resolution of the directors to that effect. 

'26, A forfeited share may be sold or otherwise disposed of on such terms 
Bnd In sueh manner as the directors think fit. and at any time twfore a sale or 
tUsposlUon the forfeiture may be caneelt><! on such terms at the directors think 
fit. 

27~ A person whose shares have beeon forfeited shall eease to be 8; memher 
In respect of the forfeited shares, but shan, notwIthst8ndln~. remain Uable to 
pay to the company all moneys Which. ftt the date of forfeiture. were presently 
su\yule by him to the company in rt\Spel~t of the snares. but his liability shall .. 
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cease 1t nnd when the company receive payment In fun of the nominal amount 
of the shares. 

28. A statutory dl!elaration in writing that the declarant Is a director 
of the company. and that a share In the company has been duly forfeited on 
8 date stated in the declaration. &ban be eonclnsive evIdence of the facts therein 
stated as against all persons ela1ming to be entitled to the share. The eompany 
may receive the consideration, if any. given tor the share on any sale or 
disposition thereof and may execute a transfer of the share In favor of the 
persQn to whom the share is sold or disposed of and he shall therenpon be 
registered as the holder of the share, and shall not he bound to see to the 
application of the purchase moDey~ It any. nor sball his title to the sba1"e 
be affected by any irregularity or invalidity In the proceedings In referenee 
to the forfeiture. sale. or dispm;aJ of the share. 

29. The' I,rovision of these regulations as to forfeiture shan apply in the 
case of Donpayment of any sum whicb, by the terms of issue of 8. sbare. 
b@comes payable at a Hxed time, whether on account of the amount of the 
share, or by way of premiu.m. as It the same had bt'oen paya.ble by virtue ,of 
a call duly made and notified. 

OONVEBBION OF SHABEB INTO STOCK 

30. The company may by ordinary resolution convert any paid-up shares 
Into stock, and reconvert any stock: tnto paid-up sbart"S of any denomination. 

31. The holders of stock may transfer the same., or any part thereof~ JD 
the (IIIune manner~ and subject to the same regulatlon~ as. and subject to whieb, 
the shares from whleh the stack arose mi~ht pre\'iously to conversion have 
been transferred. or 8S Dt"8.r thert>to as circumstances admit: but the directors 
may from time to time 1Ix the minImum amonnt of stock transferable. and 
~trtct or forbid the tl'1lnsfer of fractions of that min1mum. but the minimum 
shall not exceed the nominal amount of the shares from which the stock arose.. 

32. The bolders of stock shan. 8a'Ordlng to the amount of the stock held by 
them. have the same rights. privileges. and 8dvnn~ as regards dividends. 
voting ut m~in~ of the eompany. anrl otb@t' mntters as if they held the shares 
from whkb the sto<'k arose. but no such prh'ilege or advantaJre (except particl
pstion in the dividends and profits of the company) shall be conferred by any 
such aliquot part ot stock as would not, if existing in shares. have conferred 
thot prh'ilege or ad¥aotagt!'4 

83, Such of the n:..gulntions of the rompany 88 are appli-cable to paid-up 
shares shall apply to stock, and the words ... share tt and U sbareholder" therein 
uaU Include ~ stock" and" stockholder.» 

ALTEBAnON OF CAPITAL 

34. The company mny from time to time by ordinary resolutlon Increase the 
share etlilital by such sum, to be di¥ided into shares of such amount, as the 
rf'SOIutloD NhaU prescribe. 

35. SubjPct t.o any dlre<>tion to the oontrary thnt may be given hy the com
pany in general meeting. aU new shares shaU, before issue, be otfered to sueh 
per.q)JlS 88' at thE" date of the ofTpr are entitled to recei¥e DOtiees from the 
ronllmny of a:reuernl Ule€'tings In proportion. as D(>arly as the eircnm~t.aDces admit. 
to the amount of the t"xlstlng shares to whieh tht"y are entitled. The offer $haU 
~ mode by notiee spe<'lfying the numher of shan"! offered. and limiting a time 
witMn whi<'h the offer. if not a('('{'pted. win be deemed to be deC'llned. and after 
the ('xpirotion of that Ume, or on the nw-eipt of an Intimation from tbe person 
to wbom thp offt"r is made that he decUn"-"S to accept the shares otTered, the 
dll'et"tors may dL~ of thO!'e 8harE>S In S'U<"b mannE"r 8S they think most bene
Dei,.l to the ('(}IDPRny. The dirertors may likewise 80 dispose of any new shares 
which (bv reason ot the ratio wbi('h the new shares bear to shares hE"ld by per
sons entitled to an o1'l'pr of new sha~) cannot. In the opinion ot the- directors. 
be conveniently offered under this art1c1e. 

36. The new shares shalt be subject to the same provisions with reference 
to the payment of ~lls. lien. tnmster~ transmission, forefeirnre. and otherwise 
as the shares In the orlglnal share eapital. 

87. The company may by ordinary ~lutton ta) C'OIlsolidate and dlrlde all 
or any of Us sharE" capital Into shares of larger amount than Its existing 
ahares: (b) subdhide Lts exlstinlr sh&.res. or any of them. into shares of smaller 
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amount than Is fixed by the memorandum of assoeiation s\1bject. nevertheless, 
to the prav.sIons of seetlon 50 (1) (d) of the Act; (e) cancel any shares which 
at the date of the passing of the resolution, have not heen taken or agreed to m; 
taken by any person. 

S8. The company may by spectal resolution reduce Its share capital aud 
any capital redemption reserve fund in any manner nnd with, and subject to, 
any Incident authorized, and consent required, by law. 

GENERAL MEETINGS 

39. A general meeting shan be held once in every calendar year at such 
time (not being more than 15 months after the bolding of the lnst preceding 
general meeting) and place as may be prescribed by the company In general 
meeting, or, in default, at such time in the third month following that in whieb 
the anniversary of the eompnny's incorporation occurs, and at such place as 
tbe directors shall appoint. In default of a general meeting ~ing so held. a 
general meeting sball be held in the month next following, and may be convened 
by any two members in the same mn nner as nearly as possible as that in 
which meetings are to be convened by the directors. 

40. The above-mentioned general meetings shall be ~al1ed ordinary general 
meetings; and aU other general meetings shall be called extraordinary gen. 
eral meetings. 

41. The directol'S may, whenever they think fit, convene an extraOrdl· 
nary general meeting, and extraordinary general meeting shall also be 
ronvened on such requisition. or~ in default, may be convened by such requI
sltIonlstB, as provided by ""etlon 114 nf tbe aet. If at any time there are not 
within the United Kingdom sufficient directors capable of acting to form a 
QUorum. any directors or any two members ot the company may convene an 
extraordinary general meeting in the same mannel" as nearly as possible as 
that in whlcb meetings may be convened by the directors. 

NOTICE 01' GENDAL MI::ETINGS 

42. Subject to tbe provisions nf section 117 (2) of tbe Bct relating to 
epeclal resolutions.., 7 days' notice at the least (exclusive of the day on whieh 
tbe notice Is se-rved or deemed to be served, but inclusive of the day 'for 
which notice Is given) specifying the place, tbe day, and the honr of meeting 
and. in case of special business. the general nature of that business. shall be 
given. in manner hereinafter mentioned. or in such other manner, if any. as 
may be preAcribed by the company in general meeting, to such persons as a~ 
under the regnln. tions of the company. entitled to receive such notices from the 
company; but with the consent of all the members entitled to rect"ive notl~ of 
some particular meeting. that meeting may be convened by sucb shorter notice 
and In such manner as those members may think fit. 

43. The aeeldental omtssiotn to give notiee of a meeting to. or the nonreceipt 
of notice ot a meeting by, any member shall not invalidate the proeeeciings at 
any meeting. 

PBOCEEDINGS AT Gl!lN1mAL llEm"INGS 

44. All business shall be d ...... ed specIal that Is transacted at any extra· 
ordinary meeting, and aU thnt Is transacted at an ordinary fnt"eting, with 
the execution ot sanctioning a dividend. the consideration of the accountSt 
ba!ance sheets, Bnd the ordinary report of the directors and auditors, the 
election of directors and other officers in the pls<>e of those retiring by rota~ 
tlon. Rnd the fixing of the remnneration of the auditors. 

45. No business shall be transacted at any general meeting unless a quorum 
of membt>rs is present at the time when the meettn~ proceeds to business; 
aave a. herein otherwise provided, three members personally present sball be 
a quorum. 

46. If wltbin balf an bour from the time appointed for the meeting a quorum 
Is not prespnt. the meeting. If convened upon the requisition of members. 
shall be dissolved: in any other ease it shall stand adjourned to the same day in 
the next week. at the same time and p~aee, and if at the- atijonrned mef'ting 
-8. qnorum is not present within half an hour trom the time appointed for the 
meeting the members present shall be a quorum. 
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47. The chairman, it any. of the board of directors shan preside 8.8 chair
man at every general meeting of the company. 

48. It there 18 no sllch cluurman, or if at any meeting he is not present 
within 15 minutes after the time- appointed tor holding the meeting or Is 
UDwlUlng to aet as .chairman. the members present shan choose some one of 
their number to be cha1rma.n. 

49. The chairman may, witb the oonsent of any meeting at wbicb a quorum 
is present (and shall It so dlrectPd by the meeting). adjoul"D: the meeting from 
time.to time and from place to place. but no bus'ness shall be transacted at any 
adjoumOO meeting otber than the buslDess lett unflDished at the meeting 
from which the adjournment took place.. When a meeting is adjourned for 
10 days or more,. notice of the adjourned meeting shall be given as in the 
case of an original meeting. Save as aforesaid It shall not be necessary to 
give ony notice of an adjournment or of the business to be transacted at 
an adjourned meeting. 

50. At any general meeting a resohltlon put to the vote of the meeting: shall 
be decided on a show of hands, unless a poll is (before or on the declaration 
of the result ~f tbe show or hands, demanded by at least S members present 
In pe-rson or by proxy entitled to vote or by 1 member or 2 membet"S so present 
and entltled~ If that member or those 2 members together bold nol less tban 
16 pereent ot the paid-up capital of the company. and. unless a poll Is so 
demanded. It declaration by the chairman that a resolution hils., on 8. show of 
hands. been alrrled, or carried unanimously. or by a partleular majority. 
or 108~ and an entry to that effect In the book of the proceedlD~ of the 
eompany~ shall be ('onelU8h~e evidenee of the faet,. without proof of the number 
or proportion ot the votes recorded in favor of, or against. that resolution. 

51. If a poll ls duly demanded it shall be taken In such manner as the ehaJr.. 
man directs. and the result of the poll shall be deemed to be the reooIntion of 
the meeting at wbicb the poll was demanded. 

52. In the ease ot an equality of votes. whether on It show of bands or CD a 
poll. the chairman of the meeting at which the show of hands takes place or 
at whicb the poll is demunded. shall be entitled to a second or casting vote.. 

5&. A poll demanded on the election of a chairman, or OIl a question of a(l. 
journment. shan ~ taken forthwith. A pon demanded on any otber questlOD 
shall be taken at sueb time as the ebalrman of the meeting directs.. 

54. On a show ot bands evpry member present in person &ban bave one vote. 
On 8 poll every membt>r shall have one vote f.or each share of which be is the 
bolner. 

55. In the case ot joint bolders the l'ote .of thE" senior Wb6 tenders a vote. 
wheU.er in person 01' by proxy. shall be accepted to the eremgjon of the votes 
of the other Joint holde ... : and for this purpose seniority shall be determined 
by tne .order In whlcb the names stand in the register of members.. 

56. A mPIDber of unsound mind. 0'1' in respect of whom an order bas been 
made by any court baving jurisdIction in lunacy. may vote. Whether on a show 
of handa .or 011 a poll. by his rommittee. curator bonis. or O'ther persoa in the 
nsture .of a committee .or e\U'ator bonJs appointed by that court.- and aDY such 
eommittee eurator bonta, or other person may, .on a POll. vore by proxy. 

57. NO' member shan be entitled to vote at any general meeting unless an 
ealls .or .other sums presently payable by .hIm in respect of shares In the oom
pany have been Paid. 

58. On B poll votes may be given either personally or by proxy. 
59. The Jnstrument appointing a proxy shan be In writing under the band 

of the appointor 01" of his attorney duly authorized In writing, or, if the ap
IlOlnror is a corporation. either under seal. or under the hand of an offtoor or 
attorney duly authorized. A p1'nxy need not be a member of the com:pa.ny. 

60. The Instrument appointing a proxy and the power .of attorney 01" other 
authority. it any ~ under whlcb it Is signed ot' a Il()tarlally eHtlfied ropy of that 
power or authority shal1 be deposited at the registered offiee of the eompany 
not less than 48 hom'! before the time tor holding the meeting or adjourned 
tneetlng. at whlC'h the person named in the Instru~t proposes to vote, and 
In default the instrument of proxy shall not ~ treated as vaUd. 

114~2 88 10 
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61. An instrnment appointing a proxy may be in the following form, or any 
other form which the directors shall approve: ' 

I, ------------------------J of ------_____________ , in the county of . ______________________ , being a member ot the __________________ _ 
________ Company. Limited, bereby appoint ________________________ • ot 
____________________ , as my proxy, to vote for me and on my behalf at the 
(ordinary or extraordinary. as tbe case may be) general meeting of the com-
pany to be beld on the _____ day of _____________ and at any adjourn-
ment thereof. 

Signed this ______ day of ______________ • 

62. The Instrument appointing a proxy shall be deemed to confer authority 
to demand or join in demanding a poll. 

CORPORATIONS ACfING BY BEPRESEl'to"TATIVES A.T MEETING 

63. Any corporation which is a member of the company may by resolution 
of its directors or other governing body authorize such person 8S it thinks 
fit to act as its representative at any meeting of the company or of any class 
of members of the company. and the person so authorized shall be entitled 
to exercise the same powers on behalf of the corporation which he represents 
as that corporation could exercise if it were an individual member of the 
~ompany. 

DIRECTORS 

64. The number of the directors and the names of the first directors shall 
be determined in writing by a majority of the subscribers of the memorandum 
of associa tiOD. 

65. The remuneration of the directors shall from time to time be determined 
.by the company In gt>neral IDf:"eting. . 

66. The qualificatiun of a director shall be the hoiding of at le~lst one share 
In the company. 

POWERS _'\ND Dt:TIES m~ DIRECTORS 

67. The bUsiness of the company shall be managed by the directors, who may 
pay aU expenses incurred in getting up and registering the compauy. and may 
exereise aU such powers of the company. as are not,. by the act. or by these 
arti-c-Ies. l'equired to be- exercised by t.he rompany in general meeting, subject 
nev(>rrhf'oless. to any regulation of these articles. to the provisions of the act, 
and to such regulations. being not inconsistent with the aforesaid regulations 
or provisions. as may be prescribed by the company in general meeting; but no. 
regulation made by the company in general meeting shall invalidate any prior 
act of the directors wbich would have been valid if that regulation had not 
been made. . 

68. The directors may from time to time appoint one or more of their 
body to the office of managing director or manager for such term and at such 
remunemtion (wbether by way of salary. or commission, or participation 
in profits. or partly in one wny and partly in another) as they may think 
fit. and n director so appointed shall not~ while holding that office. be subject 
to l"f'tirement by rotation. or taken into- account in determining the rotation 
o.r retirement of directOl's: but his appointment shall be subject to deter
mination ipso facto If be ceasps from any cause to be a director. or if the 
company in generul mee-ting l'e'solve that his tenure of the office of managing 
director -or manager be dt'tt>rmlned. 

00. The amouut f-or the time be.ing remaining undischarged of moneys bor
rowed or raised by the directors for the purposes of the company (otherwise 
·than by the issue of share capital) shall not at any time e."'t.eeed the issued 
s)mre capital of the l'OW[UlUy without the sam.-tio-n of the company in gen
ern 1 meeting. 

70. The directors shall cause- nlinutes to be made in books provided for 
the Imrpose (a) of all appointments of officers made by the directors; (b) of 
the names of the directors present at each meeting of the directors and of 
any eommitttee ot the directors: tel of an resolutions and proceedIngs at all 
meetlnloniJ of the eompaD..v. aud of the di~t"ol"s. and or committees of directors; 
nnd every director present at any meeting of direetors or committee. of di
rectors shall sign his name In a book to be kept for that purpose. 
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TIlE SEAL 

7L The sea! of the company shall not be aftixed to any instrument except 
by the authority of 8 resolution of the board of directors., and in the presence 
of a director and of the secretary 01' such other person as the directors may 
appoint for the purpose; and that dIrector and the secretary or other person 
as aforesaid shall sign every instrument to whlt'h the seal of the company Is 
so aJlixed In their presence. 

DISqUALIFICATION OF DlllZCTOlt8 

72. The oftlee of director shall be vacated If the director (a) ceases to be 
a director by virtue of section 141 of the act; or (b) wilbout the consent of 
the ("Ompany In general meeting holds any other oftiee of profit under the 
company exeept that of managing director or manager; or (c) becomes bank
rupt; or {d) becomes prohibited. from being a director by reason of any order 
made under sections 217 or 275 of tbe act; or (6) is found lunatic or becomes 
of WlSQund mind; or (f) resigns- his office by notice in writing to the company; 
or to) is directly or Indirectly interested in any contract with the company 
or pnrticlpates ill the pruJits of any contract with the company. 

Prot:wed. Arneever', That a director shall not '"acate his otlice by reason of his 
being a member of aoy corporation which has entered into contracts with or 
dune any work for the company if he shall have declared the nature 01 his 
interest in maDner required by section 149 of the act.. but the director shall 
not vote 10 respect of any sueb contract or work or any matter arising thereout. 
and if be does so vote his vote shall not be eounted. 

73. At the. first ordinary genera) meeting of the company tbe whole of the 
directors shaH retire from offiee, Bnd at the ordinary general meeting in every 
subsequent year one tJlird of tbe directors for the time being. or. it tbf>ir number 
is not three 01' a multiple o-f three., then the number nearest one third, shan 
retire from office. 

i4. The directors to retire in e'-ery year shun be those wbo have been longest 
in o1li.ce since their last election, but as between persons wbo became directors 
oD the same day those to wHre shan (unless tbey otlierwise agree among them
selves) b€> detE"rmined by lot. 

75. A retiring director shan be eligible for reelection. 
7-6. The company at the gt'nenll meeting at which a director retires in manner 

ni'oresnid may fill up the vucatc:>d o1llee by electing a person thereto. and in de
fault the retiring dlfe('tor sbull be det>wed to have been reeleeted. unle'3s at 
8u('h meeting it is ft>Solved not to fin up such vacated office. 

77. The l.'Ompony may from time to time in general meeting increase or reduce 
Ute lIumber of directors. and may also determine in what rotation the increased 
or reduced number is to go out of ot1lce. 

78. Any t'.ftsunl vueaucy occurring in the board of directors may be filled up 
by the direetors. but tbe person so- chosen shaH be subject' to retirement at the 
Sftmp time as it he had bPcome a director on the day on which the director in 
whose place he is appolntffi was last elected a director. 

79. The directol'S shall l1nve po~r at any time, and from time to time, to 
appoint R person as an additional director who shail retire from office at the 
lli"xt following ordinury general meeting. but shall be eligible for election by 
the company at tbat meeting as au additional director. 

SO. The t"ODlpany may by extraordinary resolution remove any director before 
the expiration of his period of office. and mal" by an ordinary resolution ap.
point anotber ]X"noD in his stead. The person so appointed shall be subject 
to retiffme-nt at the same time as if he had become a director on the day 
on which the dh"E'ctor in whose place be Is appointed was last elected a 
director. 

81~ The dirPCtor& may meet to~ther for the dtspateh of business. adjourn~ 
Blld otherwiSE' retmlate tht"ir meeUnJtS. as they think fit. QuesUons arIsing at 
any meetl~ rumU be d(lCldt>d by a majority ot votes. In case of an equality 
of votes the ebairmao shall have a second or casting vote. A director ma:y~ 
.and the secM'ta ry on the requisition of a director shall. at any time summOll 
a meeting ot the dlf'l'("tors. 

82. The Quorum n~l'Y tor the tran...ction of the business of the directors 
may be lind by the dl...,tors, aDd unless so fixed shall when the nomber 
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of dIrectors exceeds a be 3, and when the number of directors does not exceed 
~~& . 

83. The continuing directors may act notwIthstanding any vacancy in their 
body. but, If and so long as their number is reduced below the number fixed 
by or pursuant to the regulations of the company as the necessary quorum of 
directors, the continuing directors may act tor the purpose of increasing the 
number of directors to that number, or- of summoning a general meeting of the 
company. but for no other purpose. 

84. The directors may elect a chairman of their meetings and determine the 
period tor wbich he is to bold office; but if no such chairman is elected, or it 
at any meeting the chairman 1s not present within 5 minutes niter the time 
appointed for holding the same, the directors present may choose one of thelr 
number to be chairman of the meeting. 

85. The directors may delegate any of their powers to committees consisting 
of such m~mber or members of their body as they think fit; any committee 80 
formed shall in the exercise of the powers so delegated conform to any regu
lattoDB that may ~ imposed 00 it by the dire<wrs. 

86. A committee may elect a chairman of its meetings; if no such chairman 
is elected, or if at any meeting the ehairman is Dot present within fi minutes 
after the time appointed for holding the same, the members present may choose 
one of their number to be chairman of the meeting. 

87~ A committee may meet and adjourn as it thinks proper. Questions 
arising at any meeting sball be detennined by a majority of votes of the 
~bers present, and in case of an equality of votes the chairman shall have 
a 8eeonrl or casting vote. 

88. All acts done by any meeting of. the directors or of a committee of 
directors, 01" by any person acting as a director, shall, notwithstanding that 
It be afterwards discovered that there was some defect in the appointment of 
any such director or person acting as aforesaid, or that they or any of them 
w .. re disqualified. be as valid"" if every such person had been duly appointed 
and was qualified to be a director. 

DIVIDENDS AND RESERVE 

89. The company in· general meeting may declare dividends, but no dividends 
shall exceed the amount recommended by the directors. 

DO. The directors may from time to time pay to the members such interim 
dividends as appear to the directors to be justtiled by the profits of the 
company. 

91. No dividend shaH be paid otherwise than out of profits. 
92. Subject to the rights of persons. if any, entitled to shares with special 

rights as to dividends. all dividends shan be declared and paid according to 
the amounts pnid on the shares. but if and so long as nothing is paid up on any 
of the shares in the company. divide-nds may be declared and paid aeeording 
to the nmonnts of the shares. No amount paid on a share In advance of calls 
shoil, wbile carrying interest, be treated for the purposes of this article 8S 
paid on the share. 

93. The- directors may, bPfore recommending any dividend. set aside out of the 
profits of the company such sums as they think proper 8S a reSETVe or reserves 
whlcb shall, at the diseretion of the directors,. be appUcabJe for meeting con~ 
tlnl:«'ncies. or fOl" equalizing dividends. or tor any other purpose to which the 
profits of the company Dlay be properly applied, and pending such appliCAtion 
may. at the Uke discretlon~ either be employed in the business of the company 
or be lnvested in su{'b investments (other than shares of the company) as the 
directors may from time to time think fit. 

94. It several persons are registered. as joint holders of any shares, any one 
of them may give effectual receipts for any dividend or other moneyS payable 
on or in respeet of the share. 

95. Any divid~nd may be paid by .,heque or warrant ""nt through the post 
to thlP rPgistered address of the memllE'r or person entltlM thereto. or In the 
case of joint holdf'l"S. to anyone of such joint bolders at his registered address. 
or to surh person and sueh address as the member or person entitled or such 
joint bolders. n8 the Nlse may be, may direct. Every soch cheque or warrant 
she 11 be madE' PRyub1e to the order of the person to whom it is Sf"nt or 
to tblP order of su('h other person 8S the member or person entitled or such joint 
holdera~ as the case may be. may direct. 

96. No dividend shall bear interest against the company. , 
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117. The dir_ shaH cause .,.-.- _ at _ 10 be kept with respect 

to (a) aU sums of money receiV"ed and expended by the company aDd the 
matters In .... pect of wltieh the receipt and expenditure takes pia""; (&, all 
sal .. and purelulses of goods by the company; and (e) the __ and liabilities 
of the compaD7. 

98. The books of account must be kept at the registered _ of the eom
pany. or at Bueh other place or places as tbe directors tbiok fit., aud shaD 
always be open to the inspectiOD of the directors. 

119. The din!ct<Jrs &ball from time to time determine whether and ... ..-hat 
extent aDd at what t.i.mes and plaees and UDder what conditions 01' regu1atioBS 
the u:«oun16 and books of the eompaDY or any of them shall be opeD to the :in-
spection: of members DOt being directors" and DO member (not being a direcmr) 
shall have any right of tn-qpectjng anY aceoont or book or documeDt of tbe com
paDY exeept as conferred by statute or anthoriEd b.T the clin!c:t.ors or by the 
ClUlpany in general meeting. 

100. The directors ahall from time to time, In accordaooe with _ 123 
of the act. eBU8e to be- prepared and to be laid before the company in general 
meetlngsuch profit and 1088 accounts, _ sbeets, aud reports as are re
ferred to in that section.. 

101. A copy of every balance- sheet (ineludlng every doewnent required by 
law to be annexed thereto) which is to be laid before the eompauy in gMera.l 
mf'eting~ together with a copy of the auditors' report. shal.L DOt less than ~ 
-days before tbp date of the met:'tiog. bP 8eIlt to aU penons entitled to I"el'eive 
notices of gt"Uf"1'&1 mee-tings of the comP8D7. 

AUDIT 

102.. A.uditOl'l!l shall be appointed and their duties regulated in aeewdanee 
with __ l32, 133, aDd 134 of the act. 

NOrICBS 

1at A notice ma,. be given by tbe oompany to an)' member~ either pel'tlOllAlly 
or by Bending It by post to birD to bls registered ad_ or (if be haa DO 
regb.rered addre..-~ within the United Kingdom) to the address. if an,.-. withiD 
the United KIngdom supplied by bIm to the company for the giviDg of noti<es 
to him.. 

"'here a notl~ is sent by post. SPn"1<"e of the Doti~ shall be deemed to be 
flI'ectPd by properly addressing. prepaying,. and posting a letter ooataining the 
IlOtiee. and to have been effected In the ease of 8 notice of • meeting at !be. 
expiration of 24 hOllrs after tbe It'tler' oontaining the same is posted.,. aDd ill auy 
GIBer <'88e at the- time at which the Jetter would be delivered iD the onti.oary 
course of post.. 

104.. It a member has no registered address within the United KIngdom and 
bas Dot suppuro. to the eom()lUl..'" 8.D address witbin the (inited Kingdom for the 
giving of noLk'e6 to him. a notiee addressed to b1m and advertised in a DeW&
paper eIrrolatllll' the D.~borhood of 'be regIst""'" ollice of .be CODJP8U)'. ahalI 
be deemed to be duly given to him as noon OD the day on whicb tIw adver1ise
ment aPJle4rs. 

It.IG. A noriee may be given. by tb£o rompany to the joint holders of a share 
by glviDg tile DOtit'e to the joint bolder DBmed 11_ In the n!g\ster of members 
In respect of the share. 

lOG. A. notl<'E' may ~ giveD by the rompany to the persons entitled to a share 
In eonseqllE"1lC'e of tM deatb or balllmlptcy of a member by sending: it through 
t11t" post in a prepaid Jetter addressed to them by na.me. or b7 the tirle of repre
IIPntatives of the ~ or trustee of t:he- bankrup~ or by any like- deserip.
tioD. at tbeo address. if any. within the l~nited KinJ:dom supplied (or the porpose 
by the pe!'8()DS ("lalmlng to be 80 entltleod. or C until sueb an address might ha~ 
been 80 soppllN) by giving the notice- in any lIlaIlDel'lo whicb the same might 
ha' ..... bertan given Ir the deatb or ba.okruptey had not «'l"DrreO. 

l()i~ l'iolice of every lretleraJ meeting shall be giTell iD 8OIDe' manDPr beTeln
be-t<)I'(" authorised 10 (0\ eve" member except those mt"tDbers who (ba.'ring no 
ft'gistered addl'efi8 wilbin tbe rnited ~m' have not supplied to the I!'Om
pany an address within tbe (initM Ki~om fUl' the givi~ of DOti~ to them., 
aud also to ( .. t ~ry pPf'IiOD eutltled to a share in consequence of the death or 
bankruPtCY or B nwmber. who. but for bis death or banlrroptcy. woUld be en
tit It'd to ret'elve notice of .... meeting. No otber pet"8OllS shaU be entitled to 
f1'O!lYe- notif'H of g~ra' .mePt1ngB.. 
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H.-DEPRECIATION ALLOWANCES . 

SCUEDULIC OF AGREED NORMAL RATES OF DEPR!lCIATION 

[The rates are on the written-down value in every case except sbipping1 

1DdUSt.ry~ etc. 

Ble&ching and ftnWdnIJ ______ • 
Bookbinding. __________ ._. ___ _ 

_aklng _________________ _ 

Cold ~ and roe. manufac
'ure. 

Color. paint. snd vsrnlsh 
manuracturing. 

Comet manufacturing •. ______ _ 

~fOl'JWS and stampetS. ___ _ 
Dyeing and fin.l.shing ••• ______ _ 

D~etng and cleaning. (See 
StAam laundries.) 

Erectrle turns08S and plant 
and machinery used in COIl
nocUon, 

RIeetrlc-Ught undertakl.np:. __ _ 

l!:mbroidery llllUtufacturing __ _ 

Engfnet>ra' pn!clston too!9, 
manufacture of (such as 
twist drills., milling cutten, 
reamer.-;. tap dies. and screw
lng tackle). Envelop maklng" _____________ _ 

Ffeblug tackle ________________ _ 

p"""" I 
I 

Nature of plant 

Plant and machinery generally. 
Engines, boilers, and shafting. 
General biuding mRcbinery. 
Steam engines, boilers, and shafting; mixing nnd brl<:k.lll&king _os. 
Electrical plant (dynamos. motors. transformers, etc); crushlng 

and grinding plant. 
No depredation is allowed ()IJ lrllns. but an allowance Is 

made in respect of the cost of repairs. renewals. and rebuild
ing; tbe cost of ne-w kilns and of extensiOllS to tU:isting kilns Ia 
treated as cnpital in tbe ordinary course. 

Sulphwic-scid plant. 
CbemieaJ. plant other than above; eleetrieal plaut. 
Other plant. 
Steam and gas engines. boilers, and malting. 

Electrle plant and Insulation. 
(Lagging. belting, loose plant. utellSil3. etc .• to be dealt 

witb by way of renewals.) 
Refr1trernting machinery; tbat Is. compressors. condensers, ie& 

tanks. coolers. conduits, molds, coils, travelers, etc. 
Engines, boilers, shafting, and storage tanks. 

General pllUlt snd machinery, Including grindfng machinery 
and eIe.ctrlc motors. 

20 Motor lorrtes and motor tractors. 
HoJ'S6S. loose tools and utensils, including typewriters. (Re

newals allowed instead of depreciaticn.) 
IS Commercial motor vehicles propelled by :stea.m power (steam 

lorries). 
20 Commercial mntor' vehicles propeTh!d hy power derived from. 

intemal-combustion snltines {motor lorries and motor vans}. 
Steam engines, boUers, and shafting. 
Laundry and cutting machinery and electric motors. 
Otber machinery. 
M(ltoc vans. 
Pla.nt and machinery generally (excluding furnaces). 
Plant and. maehinery generally. 

All parts of CUtnaoe (including transformers, switch gear. high 
and low cable co~tions. furnaces, tilting gear and regu
laton). but Dot foundat.ions., buildings. emnes. buckets, or 
any ahop tools or equlpmen&, 

3 Cablee. 
• I P1Bllt and maehiD1!l'Y. 
ii Fixed plant (engines, boilers. shaftingaod gearing, and motors). 

10 I Stitching machines. 
5 Steam and gas engines, boilers, ShRftl~. Bnd pulleys. 
'l~i Electrical machinery. including dynamos lind mOkn. 
9 ! Other plant and machinery. 

5 I SteRm power plant ud sbllftln~. . 
71: ElectrlC&l power plant. including dynamQ5. and electric motors, 

and OD all pr.ocess plant. 
20 Motor lorries IlDd motot' vans. 
S Steam boUers and engines, portable steam engines. threshing 

marlllnes and fixed plant. 
7~' Electrlc installation. 

Minor 100."'6 plant and utensilS. (Renewals allowed inStead 
of depreciation.) 

22~ Petrol- or oU~l'i\'on tl'8ctor-cultlvattm:. 
IS Commerclal motor \-'t'wcJes PfOI)('Ued by steam power (steam 

lorries). 
20 ComlIU'!t'cial motor ''$hlcles propelled hy power derived from 

internal-oombustion engin&t (motor lorries and motor vans). 
Motor ears {dellt'eCiatjon restricted to proportionate part appli

cable to lLW 01 car tor busJness purpa-;o.,,). 
10 All other types of larm msC'hinery and impffiments. including 

portable poultry and similar .sbeds and incubators. 
/; Engines boUers. and shartlng. 
a Fishing hook and rod m&kiDg machinery, 
7)i Electrie motOlS. 

1 Rate on \fritt&n-doWtl value after de4uat;.tng aU allowanCQil,. RRte to be f'OOOusl..rerod at tho end of 2 
)'tIBrSlrom Feb, 26, 1920. 



Flu. Sf)imWJ,g aDd --rlDc 
(Inhodj-

FIoct mpnu'Wnrtnc ______ uu 

P10ur lPiIliD&------ --- ____ A 

I 
Gas uadm.at1Dp (DOl 0'IF'1Jed I 

by munkipd or pu.b1ie all- , 

~~!&Ddanbroids'J' 1 
~.urioJ.. ; HamstitchiDl:- ___ " ________ -___ 1 

BosifIr'J' menur-enviDl:: _____ ! 
----------i 
Lace aDd embroidll"'!")' aDd 
mU!!Unm~· 

Lwliel' and c:h1ldnm's dotbiD&-

N~ prioliDc:~ ______ _ 

I Pan~ 1D9t« _________ 1 
Pa ___ ----------

-------------1 
:-v:~·::.·-::.:-l 

""""-Prmuuc __ --------. - ----------1 
i 

.... ...,. ...... ----- ------ ---jl 

SaWllliUl.. ~ TU:ubl.-. 
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ScHEDULE OF AGREED NORMAL RATES OF DEPBEcrATIOft--continued 

8cottish AI"och,tlon or Master 
Bak .... 

8h!pp�ng-___________________ _ 

Shoe and !Upper making _____ _ 

SDk m&nufacturlng.. _____ ._. __ 

8 ..... laundry and __ 

and cleaning. 

Steel. rolling, forging, ham
mering and rerolllng, See 
Pig froD and steel manufae.. ........ 

Synthetio-dyestutrJ: manafao. """. 

Tailoring trade, ready-made 
and wholesale bespoke men's 
heavy cloth!D,!!'. 

Twcabs Cdouble-sbH't). _________ _ 
Timber goods,. manul&ctunn "'. Timber merehauts, saW1Dllls..._ 
Tramways ___________________ _ 

Wrougllt-lron indllStry ___ • ___ _ 

Nature or plant 

• 6 F'lant and machinery. 

:r 4: Steamships. 
, 5 Salling vmsels. 

fj Engines. boIlers. and sbalting. 
10 PrOC8ti plaut. 
:iJ) Motor vans and't(,rrlas. 
6 Steam engines, boilers. and shafting. 
7M General Pl::'!m)~:;dinJt winding, throwiog. doubling, and 

weaving ): electric motors. 
10 I Sewing, braidiDR'. and kiitting machines. 
7li, Plan. and maclllnery _y. 

... 
• 
• 7Ji 

I. • 
20 • 
i,Ji 

(MJ 
3 
7 • 
7Ji 

Motor vans. 

Locomotives • 

Balhray wagons (ordinary), ooilers,. s&eam engiDes. sbatting 
coal-handling plant. and feed pumps. 

Rails of railway sidings, 
Electrle motors. dynamos. Ice-making plat (excluding steam 

powerpiant).and open railway wagons ezcluslvely used fur 
oonvsyance of specially deWt&rlous su.bstancms. 

All other plant aod machinery .• 
Plana. and maubinery generally. 

Engines,. bon~ &Dd main sba!t1Dg. 

Oeneru sawmllling plant and machinery. 
Traction enpnes. tractors, motor cars. and haulage pla,ot. 
Permanent way. 
Cables. 
Cars and other rolling stock. 
OenBnll plant and machinery, including standards. brackets 

and Work';'~~!=, Pl-ant and . gtmm'tIIly. 

• Additions 10 and mplaeements to be charged to capital, provi~d that repair.$, ren&wais. and replace
DWnts whiC'h do not destroy tbe identity of the machine shall be allowed as a revenue charge. 

• No allowance lor wear and tear to be made in respect of the nonmetal parts or the structure of ovens. but 
in I[eu thereof the cost 6f repairs and Nplooements and rebuUding to be charged to revenue. but cost of new 
oyens and extensions and emargements or existing ovens to be ebargoo to capital. 

7 Rate OD prime cost. With regard to ships purchased second-hand at prices in ercess otthe wrltten-down . 
value at the date of pW"Cb88e. the following arrangements: bave been. mElds: (a) The allowance is made OIl 
the Retual cost price of the ship to the owner for the time being, without regard t() the price cost to a previous 
owner. (b) The rate of depreciation allowable is ealeulllted by reference to the nasouableexpectation 01 the 
111't1 of the ship at the date or purchase from the previous. owner. 

• Each of the oonstituent parts (vats. autoclaves. etc.) or a "battery" OODStitutlng a single unit. and each 
ra1l 0( 1'Bilway -sldJngs !lbBll be tBJum to be a separate machine. 

• No allowance to be made to respect of nJtdo-aoid plant or plant oonsfsting or smca. glass, earthenware. 
or other material as distinct from metal. piJ)e.'5, and eI&ctrle cables. railway sidings exCElp~ rails. but cost of 
repairs and reinstatement to be cIlarged apinst revenue M and when incurred. 

It AD allowance per mile of track based upon the estimated lile of the permanent way. 
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