
 
 
 

Impact of an increase in net income 

Although we refer to net income, this is not the amount of money left in your pocket 
after you have paid all your taxes. Rather, it is the income on which eligibility for 
many federal and provincial social tax programs or deductions is based. 

The federal child tax allowance and provincial tax relief, such as the age credit for 
retirees living alone, are good examples. 

At the federal level, family net income is the sum of Line 23600 on your tax return 
and that of your spouse. In Quebec, it is the sum of Line 275 on both tax returns. 

This income is said to be “net” because it is obtained by adding up all the income 
earned during the year (salaries, net rental income, pension income, interest, 
dividends, etc.) and subtracting allowable deductions. For example, an RRSP 
contribution, deductible carrying charges, union dues, and eligible child care 
expenses will reduce your family net income and may allow you to qualify for 
certain tax programs. 

Some simple financial moves, such as contributing the maximum to your RRSP 
instead of your TFSA, or investing in financial products for which the fees paid to 
certain investment advisors are eligible for a tax deduction, will have a positive 
impact on your family net income by reducing it. 

Parents who choose to pay eligible child care expenses may receive higher tax 
benefits and be eligible for special tax credits due to the reduction in family net 
income caused by higher child care expenses. 

Retirees also have an interest in reducing their net income. They can do this, for 
example, by investing in a prescribed life annuity, which has the advantage of 
taxing only a portion of the income, or by maximizing their TFSA. Withdrawals from 
a TFSA are not counted and are not included in calculating income. These 
strategies can prevent a retiree from having to repay some or all of their Old Age 
Security pension, which is based on net income. 

As these examples show, you can have some control over your family net income. 
However, some events can affect your family net income without your being able 
to do anything about it. This is the case when there is a change in marital status. 
A new union could increase family net income. A single mother will have to 
consider the impact of reduced tax benefits on her finances when she moves in 
with her new spouse. With the addition of her new spouse’s income, it’s likely that 
the tax credits and government assistance that the single mother was receiving 
will melt away. When there’s a change in family situation (divorce, death of a 
spouse, new union), the new family net income is often considered immediately! 
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In other words, it’s important to remember that a financial move or a change in 
marital status can affect your family net income and, consequently, your tax 
burden. 

In a nutshell, here’s how benefits are determined based on family net 
income: 

– Tax returns must be received by the tax authorities by April 30. 

– Returns show the income earned between January 1 and December 31 of the 
previous year. 

– The marital status on December 31 will affect the family net income on which 
eligibility for various assistance programs and certain tax credits (GST for 
example) is based. 

– Generally, based on the family net income, benefits will be paid from July 1 of 
the following year until June 30. 

A change in a family’s financial situation, such as an increase in income (salary 
increase, etc.), will increase family net income and will only affect eligibility for 
benefits when the new income is reported on the tax return. 
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