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every taxpayer can apply for the ailowance
and keep) the whole amount he receives. Let
me rcpcat that evcry taxpayer, next year, no
matter wvbat the ainount of his income, can
appiy for the family aiiowance and keep the
wbiole amount lie receives. He does flot
inciode it witb bis income in making up bis
income tax, nor is it subject to a recovery
tînder wbicbi part or ail must be repaid as
under the prcsent system. If lio does nlot
apply for the ailowanco it is bis own ioss.

In addition to the family ailowance pay-
ment, bowevor, every taxpayer will be given
a dedurtion fiom bis income of S100 for the
same chld. For example, if lie is a taxpayer
witb tw o chljdren of family aliowiance age lie
wiîll reeeix e lus famiiy ailoivance payrnent in
full, wbicb at the presenit average of $72 a
cliild wouid amounit to S144, and, in addition,
lie w'ill be given exemption from tax on S200
of is income in respect of the same two
cbildrcn.

Tbe allowance under the income tax for a
dependent for wbom family ailowances are flot
paid, that is for cbiidren over sixteen, and for
other dependents quaiifying under the law sucb
as dependent brotbers, sisters, parents, and so
on, will be in the form of a deduction of $300
from income in respect of eacb sucb dependent.
There bas been somne argument that this $300
deduction should be allowed to a taxpayer
with cbildren of famiiy allowance age if he
chose to have bis children rccognized in this
manner rather than througb the receipt of
family aiiowances. I wisb to point out to the
house first in regard to tbis proposai tbat for
the mai ority of taxpayers the measure pro-
posed in the budget speech carnies a greater
benefit than a $300 deduction from income. In
the iower income groups tbis excess of benefit
is substantial, and is of significant amounts
on ail incomes up to 87,500. Take, for ex-
ample, a married man witb two cbildren
and an income of $5,000. Under the budget
proposai tbis married man would pay a tax of
$911, against wbicb would be offset family
allowances of on the average $144, making a
net liabiiity of $767. If the same married man
were to take instead for bis two cbiidren a
deduction from incarne of $300 apiece, or $600,'
he wouid pay a tax of $897, or $130 more than
bis net liabiiity under the budget proposai.

Another aspect of tbe income tax cbanges
wbicb bas not been fuiiy understood is that
affecting busband and wife wbere eacb bave
separate incomes. Tbe nature of the change
migbt be best expiained by reviewing the back-
ground of the proposai. Prior to 1942 the iaw
was tbat wben husband and wife eacb bad an
income in excess of the exemption iimits for
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a single person eacb was subjeet, to tax as a
single person on tbeir own separate incomes.
If the wife's income was under the exemption
lirait, bowever, the husband was aliowed to
retain tbe married aiiowance. In order to
encourage married women to take cmployment
during the war, the law was amended in 1942
to aliow the busband to continue to pay tax
as a married man even tbougb bis wife's
income exceeded the exempt limit, wbicb modi-
fled tbe previous ruie that botb would be
taxable as single persons when the wife7s
income exceeded tbe exemption.

The change proposed for 1947 migbt be best
explained as falling into two parts. The flrst
part relates to lusband and wife botb baving
incomes in exeess of $750. In Ibis case we
propose 10 return to tbe pre-1942 position;
tbat is, eacb willi bc taxed as single pers oiis on
thieir own income. The second part of tbe
change appiies wbere the wife bas an income
of lier own but iess than $750. Under the
pre-1942 iaw in Ibis circumstance the liusband
wouid bave been aliowed to retain tbe married
exemption. and in effect ha and bis wife bad
a combined ineome exempt from tax of $1,500
in the bands of tbe husband nnd up to $750
in tbe bands of tbe wvife, making a combined
total exemption of $2,250. This compares witb
an exemption granted two single persons bax'-
ing tbe samo income of $750 apiece, or oniy
S1,'500 in total. Wle propose in large measure
to remove tbe advantage anjoyed by a married
couple under tbis ruie by providing tbat if the
wife lias an income in excess of $250 tben the
biusband's exemption of 81,500 must be reducad
by the amount by whicb the wife's income
exceads $250. Tbe amount of $250 of the
wîfe's income wili ba disregarded bacause of
the very large number of cases wbere tbe wife
lias incidentai earnings of s0 smali an amount
as to be negligible, but tha busband's exemp-
lion wiil be reducad by any excass income
bis wife bas ovar $250.

An illustration xviii serve to show tha effeet
of tuis change. Assume tue case of a married
man witb a 85,000 a year income. If bis wife
bas no income be wili get the full $1,500
exemption and bis tax in 1947 wili be $973.
If, bowever, bis wife bas an income of, say,
8600, then is 81,500 exemption wiil ha reduced
by tue excess of 8600 ovar $250, or 8350, ieaving
an exemp)tion of $1,150 in place of $1,500. is
tax with the reduced exemption will than be
Si,0S1, or S1OS iîigbar than it xvouid be if bis
wifo did flot bave the incoma of $600.

The ch inrge.. 1 have disrîîssed apply to the
ve:ir 1947. It xxoîld appear tiîat in somne
quarters tbey aie r-garded qs -postponed'


