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=8 #63
Which of the following is not correct?

¢ A Severance payments and retiring allowances are not reported in Block 15B

¢ B. Block 15B is not completed when insurable earnings are reported in Block 15C
e (. Vacation pay reported in Block 17A is reported in Block 15B

¢ D. Bonus payments reported in Block 17C are also reported in Block 15B

ZX: B

R RE RS -

Option A is not correct. Service Canada's ROE guidance for paper ROEs explains that if you need to complete Block 15C, you do
that first, and then you still enter the total insurable earnings in Block 15B. It also reminds employers to include any insurable
separation payments entered in Block 17 in both Block 15C (Pay Period 1) and Block 15B totals.

Option C is correct because retiring allowances (offen treated as severance-type amounts) are not insurable, so even if they appear
i Block 17C, they are not added to Blocks 15B/15C.
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Option D is correct because vacation pay paid on separation is reported in Block 17A, and when it is insurable, it must be included
in the insurable earnings totals in Block 15B (and Block 15C P.P.1 where applicable).

il =8 #o4
Which of'the following types of earnings are not considered income from employment?

A. Regular salary
B. Severance pay
C. Vacation pay
D. Commissions

EX: B

it RE S B -

Regular salary, vacation pay, and commissions are generally treated as income from employment because they are amounts paid for
services performed during employment. In contrast, what many people call

"severance pay" is often classified by the CRA as a retiring allowance-an amount paid when or after an employee retires or loses
their job, in recognition of long service or for the loss of employment.

This distinction matters in payroll because a retiring allowance has its own rules for withholding and potential RRSP/RPP transfer
eligibility, and it is not treated the same way as normal employment income earned while actively employed. CRA technical guidance
also draws lines between amounts that are employment income versus retiring allowance depending on the nature/timing of the
payment.

So, among the options listed, severance pay (when it is a retiring allowance) is the one that is not considered income from
employment in the way salary/vacation pay/commissions are.

i /8 #65

Rosa joined Avion Electronics in April 1983. Her employment was terminated on November 30, 2015 and she was paid a
$62,500.00 retiring allowance. Rosa joined her company's pension plan in 1986 and was fully vested on termination of employment.
Calculate the non-eligible portion of the retiring allowance.

ER:

e

$32,000.00 non-eligible portion

Explanation:

CRA requires separating a retiring allowance into an eligible and non-eligible portion. The eligible portion is the maximum that can be
transferred to an RRSP/RPP under the special rules (without using regular RRSP room). The formula is: $2,000 for each year (or
part-year) of service before 1996, plus an additional $1,500 for each year (or part-year) before 1989 in which the employee had no
employer pension/DPSP benefit vested at the time of payment (or previously paid).

Rosa worked from 1983 to 1995 (inclusive) for pre-1996 service: 13 years x $2,000 = $26,000.

For the extra pre-1989 amount: she joined the pension plan in 1986 and was fully vested when paid the retiring allowance in 2015,
s0 1986-1988 do not qualify for the extra $1,500. However, 1983-1985 were years before 1989 when she had no vested
employer pension benefit, so 3 years x $1,500 = $4,500.

Eligible portion = $26,000 + $4,500 = $30,500.

Non-eligible portion= $62,500 # $30,500 = $32,000.

PRI #66

Paul Westin works for an Alberta organization and receives a regular salary of $1,800.00 semi-monthly. He will be receiving a
payout of accrued vacation with no time taken of $1,400.00 on a separate cheque. He has federal and provincial TD1s on file with
claimcode 1. Calculate the income taxes to be withheld on his vacation pay.

ER:

fE R A«

341.50

Explanation:

CRA's method for bonus/irregular payments paid separately is to calculate income tax on the combined pay (regular pay + the



irregular payment) using the regular tax tables, then subtract the tax that would apply to the regular pay alone. The difference is the
income tax to withhold from the irregular payment.

Here, the semi-monthly taxable pay is:

Regular pay = $1,800.00

Regular + vacation payout = $3,200.00

Using the 2026 Alberta semi-monthly (24 pay periods) tax tables with claim code 1:

At $1,800, Federal tax = $130.45 and Alberta tax = $58.55 # Total = $189.00.

At $3,200, Federal tax = $356.50 and Alberta tax = $174.00 # Total = $530.50.

Income tax on the vacation payout = $530.50 # $189.00 = $341.50.

CPP (including the enhanced portion) is a separate statutory deduction that must also be calculated on the payout, but this question
asked specifically for income tax withholding,

R #67
Which of the following types of payments made by a private organization would not be subject to all statutory deductions?

A. Directors' fees

B. Vacation pay when no time was taken
C. Retroactive adjustment

D. Performance bonus

ER: A

fE R A«

The payment type most clearly not subject to all statutory deductions is directors' fees. CRA guidance on directors' fees shows they
are treated as a special payment with distinct deduction rules, and (depending on the situation) they may not have CPP, EI, and
income tax all apply in the same way as normal employment earnings.

By contrast, retroactive adjustments and performance bonuses are treated as taxable remuneration where CRA' s tools (like PDOC)
calculate CPP contributions, EI premiums, and income tax on those payments (up to annual maximuns).

"Vacation pay when no time was taken' is also treated as a non-periodic payment and is included in CRA payroll deduction
formulas as a type of amount on which statutory deductions are calculated (again, subject to annual maximuns for CPP/EI).

So, among the options listed, directors' fees are the one that would not necessarily be subject to all statutory deductions in the
standard way.
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