
Income and Taxes



Gross Income vs Net Income

Gross Income: An individual's total personal income, before accounting for taxes 
or deductions.

Net Income: For an individual, gross income minus taxes, allowances, and 
deductions. An individual's net income is used to determine how much income 
tax is owed

Ex. In Newfoundland a Gross Income of $100 000 would result in $68 719 of net 
income. $27 881 goes to Federal/Provincial taxes, $2564 to CPP, and $836 to EI!

https://www.icalculator.info/canada/salary_illustration/Newfoundland-and-Labrador/100000.html
https://www.icalculator.info/canada/salary_illustration/Newfoundland-and-Labrador/100000.html








Some other terms:

Canada Pension Plan (CPP): The Canada Pension Plan is a form of retirement income that is open to all 
Canadians who have worked and paid into the system through mandatory deductions from their 
paycheques. 

The Employment Insurance (EI) program provides temporary income support to unemployed workers 
while they look for employment or to upgrade their skills.

Old Age Security (OAS): The Old Age Security pension is a monthly payment available to Canadians age 
65 and older who apply and meet certain requirements. Unlike CPP, it is not dependent on a person's 
employment history and a person does not need to be retired from a job to qualify for it.

The Guaranteed Income Supplement (GIS) provides a monthly non-taxable benefit to Old Age Security 
(OAS) pension recipients who have a low income and are living in Canada.



Why do I have to do taxes?

Doing your taxes is part of your responsibilities as a 
taxpayer. 

Filing your taxes means you have to fill out various 
forms, including the ones in the income tax packages. 

They help you figure out if you owe tax or if you will get 
a refund. Even if you had no income in the year, you 
have to do your taxes to get the benefits and credits you 
might be entitled to, such as the GST/HST tax credit, the 
Canada child benefit and the working income tax benefit.



Should I get a professional to do my taxes?

Do you have a simple return with a T4 and not many deductions, or do you have a 
numerous items to report, such as income from rental properties or a small 
business or estate issues?

Having a professional do your taxes can cost anywhere from $80 to hundreds of 
dollars depending on your situation and the service you choose.

Some areas may also have free temporary volunteer-run tax preparation clinics 
aimed at those with low to moderate incomes. A list of locations is available on 
the Canada Revenue Agency website.



Using Tax Software

While many Canadians still file their taxes the old-fashioned way — mailing in 
ink-and-paper forms — today we have easier, faster, and greener options!

Tax software is generally easy to use and cheap!

● Simple Tax and UFile are free software used by millions of Canadians
● Other programs such as Turbo Tax are extremely popular and have free and 

advanced options!

Software makes the filing process easier but does not protect users with 
complicated finances from making mistakes! 



What documents do I need?

At the minimum you will need your T4; it is a mandatory requirement by CRA 
(Canada Revenue Agency) for all employers to provide to their employees as well 
as file with CRA.

The T4 slip is an document reporting how much your employer has paid you in a 
calendar year.  

The T4 slip reports not only the wages, but also any other expenses paid on your 
behalf, such as RRSP contributions, medical and dental benefits or allowances.

Documents Checklist

https://www.hrblock.ca/uploads/checklists/tax-return-document-checklist.pdf




Keeping track of your documents

Keep your supporting documents for six years. Even if you do not have to attach 
certain supporting documents to your return, or if you are filing your return 
electronically, keep them in case you are audited. 

You need to keep documents such as your notice of assessment, receipts, and 
other forms together in a safe location.

The CRA can ask for documents other than official receipts, such as cancelled 
cheques or bank statements as proof of any deduction or credit you claimed.



What are deductions?

Tax deductible generally means that part or all of a purchase's value can be 
deducted from your taxable income when you file. This reduces your taxable 
income and can result in a tax return! 

There are many types of deductions you can claim - they may be related to your 
location, occupation, education, investments etc.

List of tax deductions

Free quiz to estimate eligibility 

http://www.cra-arc.gc.ca/tx/ndvdls/tpcs/ncm-tx/rtrn/cmpltng/ddctns/menu-eng.html
https://sherpa.tax/



