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National Payroll Institute Payroll Fundamentals 1Exam Sample Questions
(Q14-Q19):
NEW QUESTION # 14 
The authorization for hiring form should contain a checklist to ensure the organization obtains all required information. What is an
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example of an item that could be on that checklist?

A. All of the above
B. A clearance certificate
C. A completed T1213
D. A benefit enrollment form

Answer: D

Explanation:
A strong hire-authorization/onboarding checklist ensures payroll and HR collect documents needed to pay the employee accurately
and enroll them in required programs. Abenefit enrollment formis a practical, common checklist item because many employers offer
benefit plans that require employee elections (for example, health/dental coverage levels, beneficiary information, dependent details,
etc.). Indeed's Canadian onboarding guidance explicitly notes employers often collectbenefits enrollmentpaperwork as part of
essential new employee forms and onboarding checklists.
By contrast, aT1213(Request to Reduce Tax Deductions at Source) is not routinely required for all hires; it is only used when an
employee applies for CRA authorization to reduce tax withheld. A "clearance certificate" is not a standard Canada-wide payroll
onboarding requirement for typical employment relationships.
Therefore, "All of the above" is not correct.
Selectingbenefit enrollment formbest matches the purpose of a hiring authorization checklist: ensuring all employment setup steps are
completed (pay setup, statutory forms, and benefits enrollment where offered) so payroll deductions and coverage are handled
correctly from the start.

NEW QUESTION # 15 
An employee-employer relationship is deemed to exist when:

A. There is no expectation of work to be performed by the employee
B. The employee continues to participate in some of the benefit plans that were available while they were employed
C. The employee refuses the right to be recalled to work
D. The employee continues to accrue benefits in the organization's pension plan

Answer: D

Explanation:
For separation/termination-related payroll decisions (including whether a payment can qualify as a retiring allowance and whether the
relationship has truly ended), the key question is whether the employee-employer relationship is still continuing. CRA training material
on "special payments and the end of employment" explains that ongoing health insurance coverage or accrual of pensionable time are
indicators the employer- employee relationship is continuing.
Among the choices, the most direct, reliable indicator is continued accrual of benefits in the organization's pension plan (option D). If
pensionable service continues to accrue, the relationship is still considered to exist-meaning the relationship has not been fully
severed for payroll/tax purposes.
Option C ("no expectation of work") points the other way: that is consistent with a relationship being severed, not continuing. Option
B ("refuses the right to be recalled") is not a standard indicator of an ongoing relationship. Option A can occur in some
arrangements, but the CRA specifically highlights pension accrual (and ongoing coverage) as strong evidence the relationship
continues.

NEW QUESTION # 16 
Benefits are:

A. Values attributed to something the employer has either provided to an employee or paid for on an employee's behalf
B. Dollar amounts the employer pays for the work an employee performs
C. Dollar amounts paid to employees for the use of their personal property for business purposes
D. Dollar amounts paid to employees to cover expenses that they incur while performing their job

Answer: A

Explanation:
In Canadian payroll, a benefit generally means the employer has provided something of value to the employee (or paid for something
on the employee's behalf), rather than paying cash for work performed. The CRA's Employers' Guide - Taxable Benefits and



Allowances (T4130)explains that a benefit/allowance may be provided in cash (for example, an allowance) or in a manner other than
cash (for example, a parking space or gift), and that employers may have to include the value of that benefit/allowance in the
employee's income depending on the circumstances.
Option C best captures this "value of something provided or paid for" concept. Option B describes wages
/salary (earnings for work). Option A aligns more with reimbursements/expense coverage. Option D aligns with allowances for
business use of personal property (often treated separately and may be taxable or non- taxable depending on CRA rules and
documentation). Payroll's role is to determine whether the benefit is taxable, value it correctly, and apply the right statutory
withholdings and reporting.

NEW QUESTION # 17 
Select the correct order of priority for withholding payroll deductions from an employee's earnings.

A. Statutory deductions, union deductions, legal deductions, company-compulsory deductions, voluntary deductions
B. Statutory deductions, legal deductions, union deductions, company-compulsory deductions, voluntary deductions
C. Union deductions, statutory deductions, legal deductions, company-compulsory deductions, voluntary deductions
D. Company-compulsory deductions, union deductions, statutory deductions, legal deductions, voluntary deductions

Answer: B

Explanation:
Payroll deductions are typically applied in a priority order to ensure the employer meets mandatory legal obligations first and avoids
creating liability. Standard Canadian payroll training materials commonly present five categories withheld in this order: (1) statutory
deductions, (2) legal deductions, (3) union deductions, (4) company-compulsory deductions, and (5) voluntary deductions.
Statutory deductions (CPP/QPP, EI, income tax, and where applicable NWT/Nunavut payroll tax) have top priority because
employers are legally required to deduct and remit them.
Legal deductions (such as CRA requirements to pay/garnishments) are next because they are enforced by law and can create
employer liability if not followed.
Union deductions follow where required by a collective agreement.
Company-compulsory deductions (for example, required benefit premiums) come after those.
Voluntary deductions (charity, savings plans, etc.) are last and only taken if funds remain.
Therefore, option D is the correct order.

NEW QUESTION # 18 
Which of the following situations would not require an employer to issue a Record of Employment?

A. A business is sold and the new owner retains all employees and payroll records with no loss of earnings
B. Full-time employee went on 6 weeks' unpaid leave of absence
C. Employee's earnings fall to 40% of their normal weekly earnings
D. Employee is laid off and will not be recalled

Answer: A

Explanation:
An ROE is required when an employee experiences an interruption of earnings, such as 7 consecutive calendar days with no work
and no insurable earnings (the "7-day rule"), or when earnings fall below 60% of regular weekly earnings for specific reasons (the
"60% rule"). That means a 6-week unpaid leave (A) typically triggers an interruption of earnings, and a drop to 40% of normal
earnings (B) meets the "below
60%" threshold (when due to the listed leave reasons). A layoff with no recall (D) also triggers an interruption of earnings under the
7-day rule.
However, Service Canada lists a special situation for a change in ownership: the former employer does not have to issue ROEs if (1)
there is no actual break in the employee receiving earnings, and (2) payroll records are available to the new owner and the new
owner agrees to issue a single ROE covering both periods if needed. That is exactly option C, so no ROE is required in that
scenario.

NEW QUESTION # 19
......
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