GRADE 10 ESSENTIALS
PERSONAL FINANCE (UNIT B)

UNIT NOTES

1.  Outline
Solve consumer problems, including:
Wages earned in various situations
Gross Income
Deductions
Net Income

2.  Gross Income - Types of Income
a.  Gross income: The total income before deductions. ‘Gross’ means big in French.
b.  Wages: Based on hours worked, a rate of pay in dollars per hour. Paid out either daily,
weekly, bi-weekly basis. May include Overtime and/or shift premiums. The province sets the

minimum hourly wage that must be paid.

c.  Salary: based on a yearly amount of income and paid out bi-weekly, semi-monthly, etc.
Usually professionals. Usually no overtime paid!

d. Piecework. Given for each piece of work. Every light bulb you change in a store earns
you $2.35 for example. Sewing clothes in a factory: every pair of jeans you sew is $0.85.
[Have you ever heard of ‘FAIR TRADE??] What is it??

e. Fee—for —service: given for a service provided. Landscaping, shoveling snow, dry-

cleaning.
f. Commission: based on a percentage of the value of articles sold.
Straight Commission: a flat percentage on all sales
Salary or wage plus Commission: eg: like Sports Check; $9 per hour plus 2.5% of
sales
Graduated. A certain percentage on a certain first amount sold, then higher after that
amount.

Salary/wage plus commission with quota. A fixed salary or wage plus a
commission provided you sell a certain amount of goods or services. Eg: telemarketing.
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g.  Contract: after a specific project done. Eg: writing software, teaching at Adult schools.

h.  Tips and Gratuities: service industry workers. eg: waiting staff; usually 15%.

(1) what is 15% of a $54 dinner?

(2) whatis 15% of a $122 food order?

1. Self Employed. Working as your own boss, your own hours.

J- Other income. Child support, UCCB, social benefits, interest/trust accounts, etc.

Income Example Calculations:

a.  Wage+Tips. Jane has a choice of two restaurants at which to work. Marios pays $12/hr
and tips average $24 / day. Teppans pays $11.25/hr and tips average $35 daily. She is in
University so only plans to work 30 hours weekly over four days of the week, how much should
she earn at each restaurant?

b.  Graduated Commission. A salesperson receives an 8% commission on the first $1,000 of
sales, and 14% on all sales in remaining excess of $1,000. If his sales for the past week were
$5,000 find his Gross Earnings



c.  Piecework. Tim assembles packets of cutlery for the airline industry. He earns 6.5 cents
for each acceptable packet assembled. If he assembles 3870 packets per week but 14 do not pass
inspection, calculate his gross income for the week.

d.  Overtime Example. Susan McLaren worked 50 hours in one week. She makes a wage of
$14.50 per hour (regular pay). Overtime is paid after 40 hours in a calendar week and the
overtime rate is calculated at 1.5 times the regular rate of pay (‘time and a half’). Calculate her
gross earnings for the week.

Deductions from Gross Pay to get Net Income
4. Federal and Provincial Income Tax Deductions.
a.  Canadians pay ‘progressive tax rates’ on their income. Canadian taxes are ‘progressive’ since
the more income you have the more more tax you pay. The rate of taxation is higher the more you

make.

the current tax rates are at the Appendix to these notes:
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d.  Complete the Table. Using the graph we can get an idea of how much income tax Canadians
pay. Let’s complete the table for a few particular examples.

Taxable $20K $40K $60K $80K $100K
Income
Provincial
Income
Tax

% | $
Federal
Income
Tax

% | $
Total Tax
% | $

After Tax
Income

**Note this course is certainly not a complete course on tax accountancy, taxes are far more difficult
than indicate here, however this is a remarkably good approximation that demonstrates the tax
system***



e.  Taxable Income. Not all income is taxed. Certain special investments may have some ‘fax
relief’ . In particular though the following contributions are not taxed: Registered Retirement Savings
Plans (RRSPs), a Company Pension Plan (eg: civil service pension plan); and Union Dues. The
government wants you to save some money so when you retire you will not be overly reliant on the
meager government assistance, so retirement saving in general are not subject to income tax.

f. Income Tax Claim Codes. Since not all income is taxed, there exists ‘claim codes’ that are
particular to several personal circumstances. Income tax is deducted (or ‘withheld)’ and sent to the
government by your employer every ‘pay period’. The claim codes are used to better refine the
income tax payable; how much is withheld on each pay. As an example: a single mom with an elderly
parent at home might be a claim code 4 and have a small amount of tax withheld. Conversely,
someone who is single and working a second job will likely have a claim code of 1 and have
considerably more of their income withheld each pay period.

It is all very confusing, but you will have lots of practice problems.
More Deductions from Pay

5. CPP. Canada Pension Plan. Designed in the 60s when life span was shorter. When there were
seven working people for every retired person; now there is four working people for every retired
person and the retired persons are living longer.

CPP benefits ($ you receive) are designed to pay rather limited security benefits when you are
over 65. You are supposed to save other money yourself. CPP never existed till 1963!
Families were responsible for their elders.

The ‘premium’ or cost that you pay or contribute into the system was formerly 2% of gross
income in 1996, currently it is 4.95% from your (gross) pay check (and may rise more??). And
so the benefits paid out may have to be reduced or we may have to work till an older age.

6. EI Employment Insurance Premiums: Presently 1.87% of gross pay (down from 1.98%
before that).

7. Union Dues — Contributions to a union to represent you at your job are taken from non-taxable
income. The unions had arranged many years ago that the money you give them is not subject to
income tax by the government; however this amounts to all of perhaps a savings of $25 a month in
savings when you do the calculation for an average wage earner.



8.  Registered Retirement Savings Plan Contributions (RRSP) — Non-Taxable Contributions.
The government wants to encourage you to save extra money for retirement so they do not tax money
you put aside for when you are older (until you cash it in of course).

9.  Company Pension Plan Premiums— Non-Taxable Contributions to encourage you to get a
secure job that has a company pension plan for when you retire. Often big companies and government

jobs will match your contribution to your retirement fund if you have a company that can afford to do
that anymore!

10. Other Deductions:

eg: Coffee Fund, Parking, United Way, Christmas Cheer Fund, Charities, ....

Let’s Calculate our Take Home Pay
11. Calculating your ‘Net’ Pay (‘Take Home’ Pay). Some easy formulas! |

a. Taxable Income = Gross Pay — (Company Pension Contributions + RRSP
Contributions + Union Dues)

b. Income Tax = Taxable Income times Tax rate or else use a ‘table lookup’ for the given
taxable income (both Federal and Provincial) and claim code.

C. EI Contribution = Gross Pay * EI contribution rate
d. CPP Contribution = Gross Pay * CPP Contribution Rate =
e. Net Pay = Taxable Income — Income Tax — EI Contribution — CPP Contribution — Other

Deductions



Diagram explanation and example calculation of Net Income:

Gross Income
$3,000/mo

Pay Deductions Non-Taxable
CPP @ 5% = $150 Deductions
RRSP $100
EI@ 2% = $60 Union Dues $30
Other: = $30 Company Pension $120
Total: $24 Taxable
otal: $240 Income
$2750
Income Tax
Deduction @ 20%
= $550

Total Deductions:

$550 + $240 +$250 = $1040

Net Pay:
$1960

Notice how you pretty much ‘lose’ a third of your pay! Mind you, you will see the pension money
back when you get older, so it is not completely gone.

Interesting to note that if you put aside $100 / month for 40 years you could likely have about
$200,000 saved up. We learn how to calculate that in another unit.



7. Example Calculation 2. Monica makes $600 per week gross. She puts $25 per week into an
RRSP. (BTW: After 20 years this $25/week will grow to over $50,000!). Her union charges her $8
per week for their service. For her income she pays Tax at a rate of 20% of Taxable Income
(Federal and Provincial combined). She pays CPP Premiums at 4.95% of gross and EI premiums at
1.87% of Gross. The employer takes off parking at work which costs her $22.50 per week and also
her coffee fund at work that costs $3.00 per week. She also donates to the Mission House $5.00 per

week through her employer. What is her weekly rake home (ie: Net) pay?

GROSS = $600 weekly
Non-Taxable Deductions:
—RRSP -$25.00
—Union Dues —$8.00
—Company Pension -$0.00
TAXABLE INCOME = $567.00
Income Taxes:
Taxes Provincial 8% _$113.40 Tax rate X
Taxes Federal 12% ’ Taxable Income
Taxable deductions
CPP Contribution -$29.70 4.95% of Gross Income
EI Contribution -$11.22 1.87% of Gross Income
Parking -$22.50
Coffee -$3.00
Charity -$5.00
Total Income Tax and -$184.82
Taxable deductions
NET PAY: $382.18 Weekly

8.  Reminder: This is certainly not a course in tax accountancy and it is all far more complicated
than this, but these calculations are fairly representative of the real way a pay check works!




APPENDIX TO NOTES

Example Tax Table — Federal Income Tax calculated on 26 pay periods per year.

Federal tax deductions

Effective January 1, 2015

Biweekly {26 pay periods a year)

Also look up the tax deductions in the provincial table

Pay
From Less than CCo CC1 CC2 CcC3 CC 4 CCH cca
1185 - 1181 158.30 e2.98 86.75 7428 §1.75 40,30 33.80
1181 - 1187 180.55 85.20 88.85 78.50 £4.00 §1.80 30.05
1197 - 1213 162.80 o7 .48 21.20 78.70 §6.25 53.75 4125
1213 - 120 185.05 fa.70 0345 005 88,45 56.00 4350
1228 - 1248 187.28 101.8¢ 95,88 83.20 70.70 58.20 4578
1245 - 1281 180.80 10415 87.80 8545 7205 280.45 47.08

1281 - W 17175 106.40 100,18 87.68 76.20 870 £0.20
1277 - 120 173.05 108.85 102.40 £0.80 77.40 8488 5245
1283 - 1300 178.20 110.85 104.60 #2185 Te.88 87.15 70
1308 - 1325 17845 113.10 108.85 ™35 £1.80 30,40 §8.80
1328 - 134 180.70 115,38 100,10 20.60 8410 71.85 .18
1341 - A5 182.80 117,58 111.28 83,85 86.35 73.85 §1.40

1357 - 1373 185.15 11880 113.56 101.10 BE.80 76.10 €3.60
1373 - 1380 187.40 122,08 115.80 10330 #0.88 78.35 £5.85
1389 - 1408 189,85 124.30 118.08 108.58 23.08 80.60 43,10
1405 - 4 191.85 126.50 120,28 107.80 5.30 8280 70.35

421 - 4y 18410 12873 122.50 110.00 7.58 85.05 72.55
1437 - 148 106.35 131.00 124.75 11228 #0.75 87.30 74.80
1453 - 1489 198.55 13320 127.00 114.50 102.00 88.55 77.08
1480 - 1488 200.80 135.48 128.20 118.78 104.23 91.75 78.30
1485 - 150 03.08 137.70 131,48 118.05 108.50 4,00 81.50
1501 - 1647 205.30 12095 133.70 121.20 108.70 86.25 878
1517 - 1533 207.50 14218 135.80 12345 110.08 88.45 £6.00
1533 - 1548 20875 144 .40 138,18 12570 113.20 100.70 8320
1548 - 1588 212.00 146 .88 140,40 127.80 11548 102,88 2045
1565 - 1681 21420 14885 142.65 130.15 117.88 105.20 .70
1681 - 1897 218.45 15110 144,85 132.40 118.80 107.40 8485
1587 - 1613 218.70 153.38 147.10 134.60 12218 100.65 8715
1613 - 620 220.85 185.60 140.35 138.88 12435 11180 2040
1620 - 1845 2315 167.80 151.60 136,10 128,80 114,10 101.85
1845 - 188 540 180.05 153.80 141.35 128.88 118.35 103.85




Example Tax Table — Manitoba Income Tax calculated on 26 pay periods per year.

Manitoba provincial tax deductions

Effective January 1, 2015
Biweekly {26 pay periods a year)

Also look up the tax deductions in the federal table

Pay
From Less than ¢co cc1 cC2 cc3 cC4 cChH cce
1027 - o8 104,85 856.80 83.40 S840 40,38 42,30 35.30
1043 - 1050 168.80 88.55 865.00 §.00 50.65 43,80 35.00
1058 - W78 108.10 7015 66.865 58.80 52.55 45,55 33,50
1075 - 1081 168.70 7175 68.25 §1.20 5418 4745 40,10
1081 - 1w L3 73.35 £68.85 82.80 5580 48.75 41.70
1107 - 1123 11280 7488 7145 45 §7.40 50.35 43,35
1123 - 1138 114,85 78.80 73.08 &8.06 52.00 51.88 44 95
1138 - 1155 118.15 782 7470 &§7.65 §0.80 53.60 48 55
188 - 117,75 78.80 76.30 £08.28 §2.20 8520 48,15
1171 - 1187 118,38 8140 TT.80 70.85 §3 85 568,50 48 75
1187 - 1208 121.00 83.058 7055 72.50 85.50 5845 51.40
1203 - 1219 122.90 85.00 8145 TL 45 &7.40 80.35 £3.35
1218 - 1238 124.85 8890 8340 78.35 82,30 82,30 £5.25
1236 - 1281 128.75 8880 85.20 78.25 7125 84,20 57.20
1251 - 1267 128.70 80.75 87.25 80.20 73.15 86,15 5210
1267 - 1283 130.60 8285 80.15 8.10 75.10 88.05 §1.00
1283 - 1289 132.55 &4.80 91.08 B 08 77.00 70.00 8§2.05
1208 - 1215 134 45 25,50 083.00 85.05 78.95 71.80 &4 85
1316 - 1331 138.35 f8.48 84,20 87.00 80.85 73.80 £3.80
1331 - 17 138.30 100.35 06,85 89.80 82.75 75,75 88,70
1347 - 1383 140.20 102.30 Q875 175 8470 7785 70.85
1363 - 1379 4215 104.20 100.70 £3.65 88.60 78.60 72.58
1378 - 1388 144 08 10810 102.80 85,55 88.55 81.50 T4 .45
1388 - N 148.00 108.08 104,855 87.50 f0.a8 83485 7640
1411 -~ 1499 147.80 108,85 106.45 2840 §2.40 8835 78.30
1427 - 448 146 88 111.90 108.35 101.35 &4.30 8725 80.25

A-2

Notice a simple mathematical formula would be a lot easier than these unwieldy tax tables but
there do exist some folks who do not know how to use a formula!

CC stands for Claim Code. Most working stiffs are a CC4.

What do the Federal and Provincial Governments spend our money on?



Provincial Budget

Here is a graphic on where our
Provincial Budget is spent.

Other Programs,

Of course where the money 228%

A-3

comes from is a different issue. Health, 38.3%

We actually get more money
from the other provinces than we
get from Income Tax of our own

Manitobans. They are so nice to Family Services &

Housing, 7.4% z
Education, 25.7%
us. T

Manitoba Budget Expenditures 2014-15

Where Your Tax Dollar Goes—2010/11

Pulslic debit chasges
$30.8 B (11 cenis|

Suppart for the aldarky
£35.6 B (13 cents)

Employment
Insurancs banefits
cants)
Other transfer
payments
M2 B (14 cants)

$12.7 B (5 cenie)

Orter maajor transfers to
other lewels of government S0 B 10 cenis)
$15.8 8 16 cents Canada Social Transter
511.2 8 (4 coris)
Source: Pubic Accounds of Canada 2011
For more information, see httpoiwwes fin go.caftardollanindex-eng.asp

Federal
Expenditures

An older image
from 2010-11
but still
representative.

Note $6.5
Billion for
Aboriginal
Affairs is in
the ‘Other
Transfer
Payments’
slice.



