
JUNE 19, 1919 3725

ter in the Estimates and rely upon wbat
we can do for ourselves!

Sir THOMAS WHITE: In answer to my
hion. friend (Mr. Lemnieux) I thiuk the
princîple of"an allowance for each child. is
souud. We have recognized that priniciple
by an effective allowauce of $200. 1 would
call the attention of the Committee, how-
ever, to the fact that under our income tax
legislation there is ahreedy an exemption
of $2,000 in the case of married people or
of widowers or widows baviug dependent
cuidren. I have thouglit the matter over
somewhat, and will consider increasiug the
age fromn sixteen to eigbteeu years so thet
the $200 allowanice will be made in respect
of chiîdren up to, and inchuding those of
eighteen years of age. That will lie an ex-
tenson, and at the samne time it will not
seriously affect our revenue- after ahl, this
is intended to be a revenu e-producing Bill.

Resolution agreed to.
4. That in lieu of the provisions of paragraph

(d) of subsection one of section three of The
Income War Tax Act, 191'7, It be enseted that
dividends received by or credited to) share-
holders, of a corporation which Is liable to tax-
ation under the provisions of the said Act shall
flot ýbe liable to normal tax in the hands of the
shareholdere but shail be hiable to the supertax
and surtax provisions of the said Act and to
the surtax provisions of these resolutions. The
amount of the exemption from normal tax to
the shareholders shall fot exceed the net amount
of such dividends after thse deduction of the
intereet or carrying charges, if any, in respect of
such divldends. Provided, however,

(a) that In determining thse income no
deduction shahI be allowed in respect of per-
sonal and, living expenses, and in cases in
which personal. and living expenses form part
of the profit, gain or remuneration of the tax-
payer, the samne shahl be assessed as income
for thse purposes of this Act;

(b) that deficit or losses! sustained in trane-
actions entered into for profit but not con-
nected with the chief business, trade, pro-
fession or occupation of the taxpayer may
net be ded'ucted from Inoome derivefi from
thse chief business, trade, profession or occu-
pation of thse taxpayer in dete-rmining hie
taxable income.

Mr. CAHILL: Does paragrapli (a) apply
to fermers?

Sir THOMAS WHITE: Yes, it always bas
se applied.. Whien tbe Income Tax Bihl was
before tbe House in 1917, it was provided
that thie net income sbould be essessed, and
that ail incomes shouhd lie taken into ac-
ceunt and that no deductions sbouhd lie.
made for living expenses. The Bill went
from this House te the Senete, wbo tried
their baud by way of an amendment, which,
as a matter of constitutional practice, they
lied ne riglit te do. They inserted a pro-
vision whicb was intended te make clear

#à
that there should be no exemption by re=n
of living expenses, but they worded it in
an ambiguous manner. For example, take
the bouse of a bank manager or other cases
that will occur to the Committee. The
Senate amended the Bill by putting iii this
provision:

Provided. however, that in determlning the
income, the personal and living expenses shail
flot te taken into consideration.

That language is, equivocal. The Senate,
ne doubt, intended to make it clear that if
a man got his living in addition to a cer-
tain income or lied any allowance by way of
a house, bis net income sbould be deter-
mined by the addition to the amount of
money hie received of a fair amount in re-
spect of the other advantage that he got,
But unfortunately tbe word'ing is sucb as to-
lend itself to aniother interpretation. There-
fore, it bas been put forward tbat a man
wbo bas bis living expenses or an allowance
by way of -a bouse in addition to bis salary
should lie assessed for income in respect of
that advantage wbich bie bas in getting biýý
living or iu occupying bis, bouse. The de-
partment, in interpreting and administering
the Act, takes tbe view that was taken by
the House of ýCommonis and that was un-
doubtedly meant by the Senate. Tbis pro-
vision is to make it perfectly clear that, if
a man gets bis living expenses in addition
to a money income, the two shall be taken
togetber for tbe purpose of computing the
income upon wbicb lie sbould be assessed.

Mr. J. H. SINCLAIR: Tbis section pro-
vides tbat a sbarebolder of a corporation
sball not bee Hable to normal tax provided
the tex is paid by the corporation. I under-
stand it is elso provided that he, shall be
hiable to tbe supertax. Is there a change in
tbe law in this respect?

Sir THOMAS WHITE: There is no change
in this respect. My hon. friend is aware
that we tax the corporation in respect of
its net income, and we have increesed that
to ten per cent. The dividende. a man re-
ceives into bis hands. are not hiable to
assessment in respect of the normal tax.
The principle of the law is not changed,
eltbough we have increased the normal tex
te eight per cent in respect o! incomes
over $6,000. The supertex applies to divi-
deuds in the bands of shareholders, and
that is a souud policy. Let me explein a
littie further in, regard to this section, be-
cause I think that would ha helpful to the
Committee in considering it. The section
reads in part:


