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Beware Ottawa’s stealth tax bomb

OMETHING DOESN'T APD upr: Finance
Minister Paul Martin keeps saying he
hasn 't rais¢d our taxes. Yel, every year,

our wallets seem to be getting a hittle hghter
Yes, it's true. The federal government 15 tak-

ing more from ouswallets, And it’s all thanks o

a little known tax increase mechanism in llu

Canada Income Tax Act.

Tax accountants call it ‘bracket creep’. It
stems trom the Mulroney government’s decision
back in 1985 to-stop tull indexing of the income
tax svatem to intlation. ’
~ Federal income tax brackets, personal credits

and 1tems such as the threshold amount for the
Old Age Secunity clawback, are only adjusted 1
the inflation rate is above 3 per cent

For example, it the intlation rate 1s 4 per cent,
the income tax brackets and personal credit

amounts only get bumped up by | per cent. If it

1S 1¢ss than 3 per cent —4s it 1s currently - the
thresh@ld- value of ¢ach tax bracket remains
unchanged. The result of this stealth tax 1s that
you pay a grealer'percentage of your income in
taxes every yvear. Annually, inflation slowly
¢rodes the value ot your Yax exempyons and
pushes you into a higher tax bracket.

Even it your income increases with the cost of
living, it only allows you to purchase the same
basket of goods and services. However, if your
personal credits (which are used to reduce your
tax ‘bilh) don't change proportionately, then the
government ends up taking more of your
income. . And that leaves you with less dispos-
able cash, despite the fact that your pre-tax
mcome s higher

Because of recent low inflatbon rates, the basic
personal tax credit has not been adjusted in five
years -Muurdmg 10 the accounting firm KPMG,
the 1997 basic erwnal tax ¢redit wall be
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$6.456, Had the credit been fully indexed. it
would be $7.847. In othér words. because of
Ottawa’s decision not to allow your,personal tax
credit to keep pace with intlation; vou're now
paying tax on $1,391 more of your income

If your 1988 income was $26,500, you were
required to pay $3,485-or 13,15 per cent in fed-
cral income taxes. Assuming luck was on your
stde and your income increased with inflatuon,
today you'd be eaming $35.400. But your feder-

.:*l;u payable would be $5.443 or 15.37 per cent

your income. However, if-tull indexing of the
personal tax credit had been in etfect, your tax
owing would only be $4.707 or $735 less than
under the “bracket creep’ system. Without realiz-
Ing i, you ve guietly been hit with a 21 per cent
‘stealth’ tax increase 2

‘Bracket creep’ doesn’t just tax you more, it
also taxes you harder. As your income nses with
intlation, your income 1s slowly pushed intqg,
higher tax brackets, meanming higher tax rates.

KPMG's figures show that the upper limit of
the njddle tax brackef in 1988 was $55,000. In
1997, AY.180. But without ‘bracket
creep . 11d be $71,883. Thanks to the
stealth tax, $12.703 of your income s now being
taxed at the top marginal rate, rather than at the
middle tax rate

There was no chance at all to run to first base with Silver the old pro ball-playing don- '
key. He had yet to take a player to first without bucking him off, as this runner found
out. He and his other donkay friends were participating at the donkey baseball game at

Kilbride park in August 1969.

I pre\dict many stupid predictions .

Repent, the end 1s near.

An asterord 15 going to explode mto Nevada
and obliterate much of the western United States
shortly after milhions are killed dunng a senes of
massive carthquakes in (‘ul_llurhm :

Climatic e¢hange will become increasingly

dramatic, flooding coastal cities and causing

Lamine, pestilence and death. Then the poles wall
shitt, which they. have done many times betore,
perhaps tnggenng another ice age.,

Terronsts will explode a nuclear device, 1h a
major ¢city in the next few years. Troubles in the
Middle East, or between India and Pakistan? or
any number of other spots, will erupt into
Armageddon, the final battle between good and
evil. Millions will be killed in war and tar more
will die from the resulting chaos '

The prophesies are coming with |rurLd-.1n|.:
speed.

History shows us that the end of every century
inspires prophesies ol doom and destruction
ofteén, but not always, rchgious in nature. This
time we are not only approaching a new century
but also a new millennium. Expect the phenom.

Okay - Ive got 11 months to get disorganized

YOU READY 1OR CHRISTMAS?" | put
lllul question in the imitating category,
along with “"Are we there H'I’ and

"How many weeks do you have to go? (in a
pregnancy ).

Chnstmas tor me has ceased to be the event of
the year, although with the frantic hype sur-
rounding us, 1015 casy to get cayght up in the
whiriwind, mentally it not physically. It 1 had
1'd tone the festve season down and
et back 1o the contemplative aspects of the ong-
inal.celebration, but who am | to fight eity hall?

Much of my stress stems trom the fact that the
Chnstmas season means we have 1o pack up for
As usual, 1t takes hubby
wo seconds 1o throw gear into his car and head
ott 1o the bush. Twa days later 1 can’t transplant
mysclt to the cottage wiith just a couple ol
changes ol clothes 1 have to colleat my ofhige
junk., those 30 letters T owe again, the rcading |
want to catchoup on, and always with the deter-
mination that 1" complete 100 projects

My duyghter and | hoped to leave by noon on
Sunday. Wishtul thinking. Our 9 a.m. nising that
mormng proved a problem for the teen, who
curled into-a ughter ball under her blankets.

'

my way.,

a stay at the cottage
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she crawled out of bed only to dis-
Major
It was

Eventually,
cover that she had misplaced her wallet
cnsis. Forget about the bills in her wallet

those inconvement-to-replace cards, student 1D,

health card, bank card, that concemed us. ,

We began a mental journcy back to the last
time she recalled having her wallet — our shop-
ping expedition the previous Friday ‘evening
when she had passed it to me to carry 1n an
alrecady overloaded purses So, in effect, ]
appeartd the culpnt in the piece since the miss-
ing item was no longer in my purse and I had no
recollection of removing it.

’

After a thorough (she said) search oA her
room, we returned to thé mall with all those last-
minuté shoppers, retracing our steps through
every store we had stopped at; asking the staff it
they had found her wallet. Nothing showed up

Back home an hour later, I walked into her
bedropm and within seconds located the wallet
on her desk. Wow, what a discovery

The minutes ticked by, or should [ say hours
My frustration level roSe. Just to add 1o the con-
fusion, | had a shght plumbing emergency. As |

was humedly putting on my carnngs, Ldropped

one down the drain pf the bathrobm sink. Thank
goodness the 18-year-old (Who was Unving him-
sell 1o the cottage in the trusty VW) was stll al
home to revearto me the secrets of rescuing
wandennag objects from the trap.

How about a 7 p.m. amval at the cottage’ We
could have been later if we had tned hardes,

I did survive Chndtmas 1996, despite qursdn-
qlng through-pouring rain 10 hubby's nlalncu imn
Cornwall on Christmas Eve and returning to the

cottage in a howlhing snowstorm.

Now [ can stop holding my breath and relax. |
have 11 months to work mysell into a scasonal
frenzy again.
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enon to reach unequalled heights

Scientfic mvestigation suggests that mamy
Ihlngh PI'”PhL'HIL'Lt dre plh\ihh.‘. This nn|} fuels
the fear and hystena. And while the causes of
war and greenhouse gases can begontrolled; any
changes will not occur soon enough 1o have an
eftect on events 1in the next three years. God's
wrath 1s largely out of vour control

Some ol these prophesies will come 1o pass
For example, | guarantee a ternble carthquake in
Calitorma in the future, Will it come betore
20007 Maybe. However, this 15 no more proph:
esy than is predicting echpses

Some modern seery take a hittle Nostradamus,
add some Edgar Cayce and stason with a hinle
hlhlhrj{. and science 1o ['!HKJUL'L' d CONVINCINE Can
vas ol doom. Others use FL‘IIpIHU'«- dpparttiony,
and uncxplained phenomenon to bolsier their
claims

In the end any prophet making money from
his or her predictionsshas no credibility.

History tells us the same proghets of doom
came to the tore as the year 1000 approached
Then 1001 came and then 10027 and lo and »
behold so did 1003 b‘h;}-lhruu yoars Lilfl’ the
Normans figured they were sate ¢nough to both.
cr conquenng England. A lot ot evil things have
occurred since. I a vengetul God was sick of i

call the end bikely would have come long ago

The bottom line 15 1if God decidesdts all over,
then 1t is: Reap what you sow. Yet 'doybt some:

how that God uses the same calendar we do. In

any ¢vent, get set tor a flurry ol prophesies and
be prepared for g hittle real hysiena

Regarding the calendar, 1 julyant to set the
record straight. There was no year ztro. The 2141
century begins one second after midnight of e
December 31, 2000 which 1s the hirst moment of
January |1, 2001. However [ have no doubt the
big celebration will come December, 31, 1999
when the calendar makes its four digit shift.
Happy New Year.




