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B #54

When is the government-prescribed rate of interest set?

A. Annually

B. Semi-annually

C. Each calendar quarter
D. The first of each month

M
R
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The CRA's prescribed interest rates are established for specific periods labelled by calendar quarter (for example, "first calendar
quarter 2026"), and CRA publishes the rate schedule by quarter.

This prescribed rate is used in multiple tax contexts, including calculating taxable benefits on certain interest- free or low-interest
employee/shareholder loans, and it also relates to interest charged/paid by the CRA on overdue amounts and overpayments (with
different rates for different situations).

Because CRA's publication is organized and effective by quarter (e.g., Jan 1-Mar 31; Apr 1-Jun 30; Jul 1- Sep 30; Oct 1-Dec 31),
the correct answer is each calendar quarter (option D), not monthly, semi-annual, or annual.

HM #55
A retiring allowance includes:

A. Accumulated overtime

B. Legislated wages in lieu of notice in Quebec
C. Bonus or incentive pay

D. Vacation pay

E. None of the above

IEf#: E
R -

The CRA defines a retiring allowance (also called severance pay) as an amount paid when or after an employee retires or loses their
job, in recognition of long service or for the loss of employment.

However, the CRA is also explicit about what a retiring allowance does not include. It does not include

"salary, wages, bonuses, [or] overtime," which rules out bonus/incentive pay and accumulated overtime in the options. It also does
not include "payments for accumulated vacation leave not taken," which rules out vacation pay as a retiring allowance. Finally, it does
not include wages in lieu of termmnation notice, which rules out wages in lieu (including legislated notice pay) as a retiring allowance.
Because every listed item is specifically excluded by CRA guidance, the correct answer is None of the above (E).

HM #56

Charmaine's employment was terminated by her employer on April 13 ofthe current year. Charmaine had worked for her employer
for 3 years and was paid 3 weeks of legislated wages in lieu of notice and two weeks' vacation pay with her final pay. What date
should be recorded in Block 11 on Charmaine's Record of Employment?

¢ A Block 11 would not be completed
e B. April 13 of the current year

¢ C. May 4 ofthe current year

e D. None of the above

EfE: B

R

Block 11 on the ROE is the "Last day for which paid," meaning the last day the employee received insurable earnings. In most
terminations, this is the employee's last day of work. Service Canada notes Block 11 only moves beyond the last day worked when
the employee continues to receive insurable earnings after the last day of work due to paid leave (such as vacation leave or sick
leave) or salary continuance.

In this question, Charmaine's employment ended April 13, and she received a lump-sum final pay that included wages in lieu of
notice and vacation pay. These amounts are typically reported as special payments (for example, pay in lieu of notice is reported as
such), but they do not automatically change Block 11 unless they are paid as an actual paid-leave period or as salary continuance
(where regular pay continues and the ROE is not issued until the continuance ends).

B #57
‘Which of the following deductions would be the last payroll withholding in order of priority?

e A, Voluntary insurance coverage
e B. Requirerment to Pay
e C. The organization's pension plan



e D. Third Party Demand
EE: A

R -

In payroll, deductions are applied in a priority order so employers satisfy mandatory legal obligations first.

CRA collection tools such as a Requirement to Pay (RTP) and a Demand on a Third Party (DTP) are legal

/gamishment-type deductions. CRA explains that a Requirement to Pay directs a third party (often the employer) to send amounts
otherwise payable to the employee to the CRA, and the employer must conply.

Company pension contributions (where participation is required as a condition of employment or under a plan

/collective agreement) are generally company-compulsory deductions-important, but they come after statutory and legal deductions.
Voluntary insurance coverage is a classic voluntary deduction (the employee chooses 1t; it is not legally required). Voluntary
deductions are normally taken last because they must not interfere with statutory/legal withholding obligations.

So among the options, voluntary insurance coverage is the one that would be withheld last in the order of priority.

HM #58
Phan was employed fromMarch 1, 1992throughJanuary 10, 2007. He was not a member of the organization' s pension plan.
Calculate the number of years eligible for the$1,500.00portion of a retiring allowance.

A0
B. 1
C.2
D.3

Ef#: D

fERL:

The special$1,500transfer eligibility connected to retiring allowances is based specifically onyears (or part- years) of service before
1989where the employee hadno vested employer pension/DPSP benefitsfor those years. CRA explains that, in addition to the
$2,000-per-year pre-1996 rule, you can also transfer an additional

$1,500 for each year or part-year before 1989that meets the vesting condition.

Phan's employment began in1992, which isafter 1989. Because he haszeroservice before 1989, there areno years that can qualify
for the $1,500 portion-regardless of whether he belonged to a pension plan.

Therefore, the number of eligible years for the$ 1,500component isO(option A). Payroll must base this calculation on actual service
dates, including any related-employer service if applicable, but here the start date alone makes the $1,500 portion ineligible.
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