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Why should you learn about taxes? 
Taxes will affect you and your family both now and in the future. As individuals or businesses, 
Canadians have to deal with taxes, whether they file a return or claim a credit. 

Canada has a self-assessment tax system which means that everyone is responsible for completing and 
submitting a tax return. You need to complete and submit a return, even if you don’t have any taxable 
income, to make sure you receive any benefits to which you are entitled. 

A basic knowledge and understanding of Canada’s income tax system will allow you to deal effectively 
with taxes throughout your life. You will learn how to comply with the law and, at the same time, learn 
about all the federal, provincial, or territorial benefits and credits to which you may be entitled. 

What will you learn from Teaching Taxes? 
Teaching Taxes is made up of four sections that will introduce you to Canada’s tax system. 

After completing the tax scenarios in this workbook, you will be able to complete an income tax and 
benefit return with confidence, and you can help family members and friends with their returns.  

You could also join the Community Volunteer Income Tax Program. It is an excellent opportunity for 
you to get involved in your community and to deal with real-life tax situations. If your school requires 
you to complete a number of hours of volunteer work, this may be a way to fulfill that requirement. See 
page 31 for more information.  

Additional information 
This workbook also has definitions, a quick reference sheet on common information slips and related 
income tax return line numbers, and sample copies of some forms.  

 

Introduction 
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Canada Child Tax Benefit (CCTB) – a tax-free 
monthly payment that eligible families get to 
help them with the cost of raising children under 
age 18. The amount of the benefit varies 
depending on the number of children, their 
ages, and the family net income. 

Canada Pension Plan (CPP) – a pension plan 
that will protect you and your family when you 
lose income because of retirement, death, or 
disability. 

Child care expenses – the money you or 
another person pay for someone to look after an 
eligible child, so that you or the other person 
could earn employment income, carry on a 
business, attend school, or conduct research. 

EFILE – a way to file your income tax and 
benefit return using an EFILE service provider. 

Employment Insurance (EI) premiums –  
a deduction from your salary or wages. If you 
become unemployed, you might be entitled to 
EI benefits. Self-employed people may be able 
to enter into an agreement with the Canada 
Employment Insurance Commission through 
Service Canada to participate in the new 
Employment Insurance (EI) program for access 
to EI special benefits. 

Goods and services tax/harmonized sales tax 
(GST/HST) credit – a tax-free quarterly 
payment that helps individuals and families 
with low and modest incomes offset all or part 
of the GST or HST that they pay. 

Income tax and benefit return – the form you 
complete every year to report your income 
and/or to apply for benefits. The five most 
common income tax and benefit returns are the 
following: 

■ T1 General – this is the most detailed of all 
the returns and it covers all tax situations. It 
is the only income tax and benefit return 
available by going to www.cra.gc.ca/forms. 

■ T1 Special – this is a simplified version of 
the T1 General and is sent to individuals 
based on their previous year return. 

■ T1S-A – this return is for retired seniors 65 
and over with straightforward tax situations 

whose taxable income is $50,000 or less. It 
includes the most common types of 
retirement income and credits. 

■ T1S-C – this return is for individuals who 
have certain types of income for which no 
taxes are being withheld and no taxes are 
payable. They use this return to apply for 
the GST/HST credit and to give the CRA 
the information needed to calculate any 
CCTB (and related provincial or territorial 
child benefits and credits) payments they 
may be entitled to receive. 

■ T1S-D – this credit and benefit return is for 
Indians who are registered, or who are 
entitled to be registered, under the Indian Act. 

Income tax deductions – employers deduct 
amounts for income tax from your salary or 
wages and send them to the Canada Revenue 
Agency (CRA). 

Information slips – forms that employers, 
trusts, and businesses use to tell both the CRA 
and taxpayers how much income the taxpayer 
earned and how much tax was deducted, if 
applicable. These include forms T3, T4, and T5. 

Instalment payments – most taxpayers have 
their taxes routinely deducted from their pay 
cheques. Other taxpayers have income that 
hasn’t had either any or enough tax withheld. If 
they paid the taxes they owe only once a year, 
their tax bills could be very large, so they may 
have to pay their taxes by instalments or 
smaller amounts several times during the year. 

NETFILE – a method of filing a return 
electronically over the Internet using 
commercially available software. 

Net income – your total income is the total of 
all the money you acquire during the year. 
After you deduct the allowable deductions 
from your total income, the remaining amount 
is your net income. 

Non-refundable tax credits – these credits 
reduce the amount of income tax you owe. 
However, if the total of these credits is more 
than the tax you owe, you will not get a refund 

Definitions 
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for the difference. This is why they are called 
“non-refundable.”  

Notice of assessment (NOA) – a notice that the 
CRA sends you after it processes your income 
tax and benefit return. The notice tells you about 
any corrections the CRA made to your return, 
and if you owe tax or are getting a refund. The 
amount of your registered retirement savings 
plan (RRSP) deduction limit for the following 
year is also included on your NOA. 

Penalties – amounts that the courts or the CRA 
may tell a taxpayer to pay if the taxpayer does 
not file an income tax and benefit return on 
time, or tries to evade paying tax by not filing a 
return. Individuals who make false statements 
on a return, who deliberately leave information 
off a return, or who refuse to use the correct 
form may also pay a penalty. Penalties may 
increase for repeat offenses. 

Quebec Pension Plan (QPP) – a pension plan 
maintained by the Province of Quebec, which is 
equivalent to the CPP.  

Refund – the amount returned to a taxpayer if 
he or she paid more tax than he or she owed. 

Refundable tax credits – these credits reduce 
the amount of income tax you owe. If the total 
of these credits is more than the amount you 
owe, you may be entitled to a refund of the 
difference. 

Registered savings plans – there are many 
types of education and retirement savings plans. 
The CRA recognizes some as registered plans, 
which means they follow the conditions outlined 
in the Income Tax Act and can result in tax 
savings. 

Registered education savings plan (RESP) – 
contributors to these plans contribute money to 
build a fund for post-secondary education of a 
child. The contributors cannot deduct the 
contributions from their taxes, but they do not 
have to declare the income the plan earns. The 

child will have to include the money he or she 
gets from the plan in his or her tax return in the 
year the income is received. 

Registered retirement savings plan (RRSP) – 
contributors to these plans make tax-deductible 
contributions to build a fund for their 
retirement. They do not pay taxes on the income 
the plan earns until they begin to receive income 
from the plan. 

Self-assessment – Canada’s tax system is based 
on self-assessment, which means that taxpayers 
complete their tax return to report their annual 
income and to calculate whether they owe tax 
or receive a refund. 

Tax credits – amounts that the CRA allows you 
to deduct from your taxes owing if you qualify. 
For example, some students can claim tax credits 
for tuition fees, or for charitable donations. 

Tax-Free Savings Account (TFSA) – 
a registered account that allows individuals to 
earn investment income tax-free. 

Taxable income – the amount of income 
remaining after the allowable deductions have 
been subtracted from net income. 

Tax year – for individuals it is the calendar year. 
For a company, the tax year can start on any date. 

Taxpayer – an individual or business that is 
required to pay tax.  

TELEFILE – a way of filing a return 
electronically. This system lets you file your 
completed return using a touch-tone telephone.  

Universal Child Care Benefit (UCCB) – 
a taxable benefit paid monthly to help eligible 
families provide child care for their children 
under six years of age. 

Working Income Tax Benefit (WITB) – 
a refundable tax credit for low-income 
individuals and families who have earned 
income from employment or business. 
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Section 1 – History of taxes in the world 
Many people assume that taxes are a recent development and that our ancestors did not have to pay 
them. This is not the case. 

Since the beginning of recorded history, some kind of tax system has existed in organized societies and 
governments. Over 3,500 years ago, the ancient Egyptians collected taxes and the Roman Empire had a 
highly evolved tax system. 

Section 2 – Canada’s tax system and the Taxpayer Bill of Rights 
This section will introduce you to the characteristics of a good tax system. It will also give you an 
overview of Canada’s tax system, and you will learn about the principle upon which the tax system is 
founded.  

In this section, you will get a brief overview of the evolution of taxes from the early years of civilization 
to our present day. You will also have the opportunity to discover some of the milestones in Canada’s 
tax system. 

You will also take a closer look at your rights as a taxpayer by reviewing the Taxpayer Bill of Rights. 

Section 3 – Your tax obligations when you start working 
You will learn all you need to know about some of the documents and forms that will help you to meet 
your tax obligations, and be introduced to those you will most likely see when you start working. You 
will also get information on completing Form TD1, Personal Tax Credits Return, and be introduced to the 
common deductions you will most likely see on your statement of earnings (pay stub). You will also 
learn how to read and understand the T4 information slips. 

Social insurance number 
A social insurance number (SIN) is a nine-digit number that you need to work in Canada and to have 
access to government programs and benefits. 

For more information, or to get an application for a SIN, contact Service Canada at 1-800-206-7218, or 
visit their Web site at www.servicecanada.gc.ca. 

Form TD1, Personal Tax Credits Return 
When you begin working, your employer will ask you to complete a Form TD1, Personal Tax Credits 
Return. This will enable your employer to calculate the correct amount of income tax to deduct from 
your income.  

Depending on your income level and the province or territory in which you work, you may also have 
to complete a similar form for that province or territory. 

Form TD1 outlines the non-refundable tax credits you can claim on the income tax and benefit return 
you file after the end of each year. Non-refundable tax credits are used to reduce the amount of tax 
withheld from your income, because they reduce the federal and provincial/territorial taxes you have 
to pay. 

Generally, every taxpayer is eligible to claim the basic personal amount on Line 1 of Form TD1. 
Depending on your situation when you complete Form TD1, you may be eligible for other 
non-refundable tax credits. 

Learning sections 
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If you have more than one employer or payer at the same time and you have already claimed personal 
tax credit amounts on another Form TD1, you must not claim them again. So if you have two part-time 
jobs, you will complete a Form TD1 at both jobs, but you will only claim the personal tax credit 
amounts on one. If you claim your personal tax credits twice, you may have taxes owing at the end of 
the year when you file your income tax and benefit return. You can avoid this by entering “0” on Line 
13 and not complete lines 2 to 12 on all TD1s after the first one. 

The amount of tax withheld by your employer during the year will build a credit (total income tax 
deducted) that you will apply against your total taxes payable when you complete your income tax and 
benefit return. See a copy of Form TD1 on page 27. 

What gets deducted from your salary or wages? 
Your employer will make deductions from your salary or wages. The most common deductions are 
Canada Pension Plan (CPP) or Quebec Pension Plan (QPP) contributions, Employment Insurance (EI) 
premiums, and income tax. 

Canada Pension Plan (CPP) or Quebec Pension Plan (QPP) contributions  
Once you turn 18, and until you turn 70, you will make CPP or QPP contributions based on your 
pensionable employment income. Your employer is responsible for deducting these contributions and 
sending them to the CRA. 

If you worked in the province of Quebec, your employer will deduct QPP contributions instead of CPP 
contributions. 

The amount of your contribution (deducted each pay period) is calculated on an estimate of your 
pensionable earnings, including an exemption of $3,500 up to a maximum of $48,300. 

The result is then multiplied by the contribution rate. The contribution rate and the maximum amount 
that you can pay for the year may change from year to year. 

Employment Insurance (EI) premiums 
There is no age limit for EI contributions. These are also a percentage of your insurable earnings 
(generally gross pay). The employee’s EI rate and the maximum premium you pay for the year may 
change from year to year, and the rate in Quebec may be different from other provinces. 

Quebec Parental Insurance Plan (QPIP) premiums (only if province of employment is Quebec) 
The QPIP is a plan to which employers and employees must contribute, to provide for the payment of 
benefits to an employee whose regular income is interrupted as a result of taking maternity, paternity, 
parental, or adoption leave. All employees, regardless of their age, pay QPIP premiums. The rate may 
change from year to year. 

Income tax deductions 
Your employer or payer will determine the income tax, CPP/QPP, and EI premiums to deduct based 
on your total claim amount on the Form TD1, Personal Tax Credits Return that you completed. There is 
no annual limit to the total amount of income tax your employer or payer can deduct in a year. 

If you expect your total income for the year to be less than the total claim amount on Form TD1, you 
can ask your employer or payer not to deduct tax from your earnings. If you have multiple employers 
throughout the year, it is important that you complete Form TD1 for each employer. 

If your employer(s) deducts the correct amount of income tax, CPP/QPP, and EI premiums, you may 
not have to pay any additional payments at the end of the year. If you do not complete a Form TD1 for 
each employer, you may have to pay taxes at the end of the year. 
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Your statement of earnings (pay stub) 
When you receive your first statement of earnings (pay stub), it will show how much income you have 
earned over a specified period. Most importantly, it will show what your employer deducted from 
your income such as CPP or QPP contributions, EI premiums, and income tax. The rates for your 
contributions, premiums, and deductions are revised every year. See a sample of a pay stub on page 29. 

T4 information slip – Statement of remuneration paid 
You will receive your T4 slip from your employer by the end of February following the year in which 
you worked.  

Your T4 slip will show your gross earnings for the year, CPP or QPP contributions, EI premiums, and 
income tax deducted at source. Use the amounts from your T4 slip to complete your income tax and 
benefit return. See a sample of a T4 slip on page 30. 

Section 4 – Income tax and benefit return 
This section will introduce you to the T1 General, Income Tax and Benefit Return and the General Income 
Tax and Benefit Guide. You will learn how to use the guide as a reference tool to complete an income tax 
and benefit return. 

You will also learn the importance of filing a return every year and the various ways of filing a 
completed return. 

You will use the guide to complete simple returns using the examples of tax scenarios on pages 11–23 
of this workbook. You will also learn about the deductions and credits that you are entitled to claim 
and which information slips and official receipts you must attach to your return before you file it.  

You may also find helpful the Quick reference on page 26 of this workbook, which matches box 
numbers on common information slips to the related line numbers on the return. 

Take the time to read the “General information” section of the guide. To complete a return, read the 
line-by-line instructions, and enter the appropriate amounts on the corresponding lines of the return. 
All the information you need to complete your return is in the guide. 

The return is set up in an easy-to-follow format with clearly defined areas called: 

■ Identification; 

■ Elections Canada; 

■ Goods and services tax/harmonized sales tax (GST/HST) credit application; 

■ Total income; 

■ Net income; 

■ Taxable income; and 

■ Refund or balance owing. 

Start with the “Identification” area and move through each area of the return in the order that they 
appear. Use only the lines that apply to your situation. Leave the other lines blank. You may also have 
to complete one or more schedules, such as Schedule 1, Federal Tax. 

Calculating your income  
Most of the income you receive should be reported on your return. 
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Total income (Line 150) 
The most common types of income you may receive as a student include: 

■ employment income; 

■ tips and occasional earnings; 

■ Universal Child Care Benefit (UCCB); 

■ investment income; 

■ research grants;  

■ registered education savings plan income; and 

■ scholarships, fellowships, bursaries, study grants, and artists’ project grants. 

Note 
The full amount of scholarships, fellowships, or bursaries that you receive as a student, for your 
enrolment in a program that entitles you to claim the education amount, are not taxable and are not 
reported as income on your tax return. 

Your GST/HST credit, Canada Child Tax Benefit (CCTB) payments or those from related provincial or 
territorial programs, lottery winnings, or most gifts and inheritances, are not included on your return. 

Net income (Line 236) 
In this section, you reduce your total income with certain deductions such as registered retirement 
savings plan (RRSP) contributions, union dues, child care expenses, and moving expenses to determine 
your net income.  

Net income is used to calculate certain federal and provincial or territorial credits. It is also used to 
calculate the CCTB and GST/HST credit. 

Taxable income (Line 260) 
This is the amount left after you have subtracted all of the allowable deductions from your net income. 
This amount is used to calculate your federal and provincial or territorial taxes payable. 

Calculating federal and provincial or territorial taxes payable 
Your taxable income (Line 260) is used to calculate both federal and provincial or territorial taxes. 
Use Schedule 1, Federal Tax, to calculate your net federal tax. Use Form 428 for the province (except 
Quebec) or territory where you lived on December 31 to calculate your net provincial or territorial tax. 
These forms are included in the tax package. 

Although your federal and provincial or territorial tax is calculated using a separate form, the method 
and structure are similar. Each province or territory has its own tax brackets and rates, which differ 
from the federal brackets and rates. 

Working Income Tax Benefit (WITB) 
The WITB is for low-income individuals and families who have earned income from employment or 
business. To find out if you can claim the WITB, see Schedule 6 in the forms book. 

Federal and provincial or territorial non-refundable tax credits 
Non-refundable tax credits reduce the amount of income tax you owe. However, even if the total of 
these credits is more than the amount you owe, you will not get a refund for the difference.  
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The eligibility criteria and rules for claiming provincial or territorial non-refundable tax credits are the same 
as the federal non-refundable tax credits. However, the value and calculation of most provincial and 
territorial non-refundable tax credits are different from the corresponding federal credits. You will find it 
easier to calculate your net federal tax before you calculate your net provincial or territorial tax payable. 

Refund or balance owing 
In this area, calculate all federal and provincial or territorial credits and taxes payable and determine if 
you will get a refund or have a balance owing. 

Enter any federal and provincial or territorial tax payable on the applicable lines of the return, and 
follow the instructions on the return to calculate the total payable on Line 435. 

Add all the tax credits listed from lines 437 to 479, and enter the total on Line 482. Unlike the 
non-refundable credits, we do refund the part of the total credits on Line 482 that is more than the total 
payable on Line 435. 

The most common refundable credits that will apply to you are: 

■ total income tax deducted; 

■ CPP overpayment; 

■ EI overpayment; 

■ Working Income Tax Benefit (WITB); and 

■ provincial or territorial credits. 

Once you have determined the total credits on Line 482, subtract this amount from the total payable 
shown on Line 435. 

If the amount on Line 435 is less than the amount on Line 482, you are entitled to a refund of the 
difference. Enter the refund amount on Line 484.  

If the amount on Line 435 is more than the amount on Line 482, you owe the amount of the difference. 
Enter the balance owing on Line 485. For information on paying a balance owing, go to 
www.cra.gc.ca/electronicpayments. 

Even if you cannot pay all of your balance owing right away, you should still file your return on time. 
This way you will not have to pay a penalty for filing your return after the due date. 

Filing your return  
You can mail or deliver your return, or you can file it electronically using EFILE, NETFILE, or 
TELEFILE. If you mail or deliver your return, you should attach all the required information slips, 
receipts, schedules, and statements to the return, as explained in the General Income Tax and Benefit 
Guide, and sign your return. 

If you file your return electronically, keep all your documents in case we ask to see them at a later date. 
Generally, you should keep your supporting documents for six years. If you choose EFILE, you cannot 
do it your self. A tax preparer will have to do this for you. 

My Account 
You can access your tax information online by registering with My Account. My Account is a secure, 
convenient, and time-saving way for taxpayers to access and manage their tax and benefit information 
online, seven days a week. If a taxpayer is not registered with My Account but needs information right 
away, they can use Quick Access to get fast, easy, and secure access to some of their information. For 
more information, go to www.cra.gc.ca/myaccount or see Pamphlet RC4059, My Account for individuals. 
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Did you… 

❐ verify your address on the income tax and benefit return? 

❐ complete the information about your province or territory of residence? 

❐ complete the Elections Canada area on page 1 of the return? 

❐ check to see if you are eligible for the GST/HST credit? 

❐ complete the federal Schedule 1, your provincial or territorial Forms 428 and 479, and all applicable 
schedules? 

❐ attach all completed schedules and information slips, e.g. T4, T4A? 

❐ sign your return?  

❐ keep a copy for your records? 

❐ complete the “Direct deposit – Start or change” section on page 4 if you are entitled to a refund?  

❐ make your payment online using the CRA’s My payment option if you have a balance owing, or 
attach your cheque or money order to page 1 of your return? If you are sending a cheque, did you 
make it payable to the Receiver General for Canada and write your SIN on the back? 

❐ keep a record of the address of your tax centre in case you want to ask for a change to your tax 
return? 

Appendix 1 – Checklist 
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ox numbers on common information slips and the related line numbers on an income tax and 
benefit return. 

 

 

Appendix 2 – Quick reference

B 
Slip 
type 

Box No. Box title Line on return 

T4  Statement of Remuneration Paid  

 14 Employment income 101 
 16 Employee’s Canada Pension Plan contributions 308 
 17 Employee’s Quebec Pension Plan contributions 308 
 18 Employee’s Employment Insurance premiums 312 
 20 Registered pension plan contributions 207 
 22 Income tax deducted 437 

 55 Employee’s provincial parental insurance plan (PPIP) 
premiums (if province of employment is Quebec) 

375 

T4A  Statement of Pension, Retirement, Annuity, and Other Income 

 016 Pension or superannuation  115 and 314 
 018 Lump-sum payments 130 
 020 Self-employed commissions 166 and 139 
 022 Income tax deducted 437 
 028 Other income Various 
 040 RESP accumulated income payments 130 and 418 
 042 RESP educational assistance payments  130 

T5  Statement of Investment Income  

 25 Taxable amount of eligible dividends 120 
 26 Dividend tax credit for eligible dividends 425 
 11 Taxable amount of dividends other than eligible 

dividends 
180 and 120 

 12 Dividend tax credit for dividends other than eligible 
dividends 

425 

 13 Interest from Canadian sources 121 
 14 Other income from Canadian sources 121 
 15 Foreign income 121 

T4E  Statement of Employment Insurance and Other Benefits  

 7 Repayment rate 235 and 422 
 14 Total benefits paid 119 
 20 Taxable tuition assistance Not entered on 

return 
 22 Income tax deducted 437 
 23 Quebec income tax deducted  437 (if not a 

resident of 
Quebec) 
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What is the CVITP? 
Since 1971, the Canada Revenue Agency (CRA) has been partnering with community organizations to 
have volunteers prepare income tax and benefit returns for eligible individuals. 

Helping people in your community 
Many taxpayers do not know how to prepare their income tax and benefit return themselves. We need 
volunteers like you to provide this important community service to taxpayers who have low income 
and a simple tax situation. 

Volunteers must respect the confidentiality of taxpayer information and decline any offers of monetary 
reward for their services. 

What do you get out of it? 
As a volunteer with the CVITP you will: 

■ give back to your community; 

■ help Canadians maintain uninterrupted access to benefits and entitlements; 

■ gain new skills and improve existing ones; and 

■ receive training, free tax software, and a kit of reference material. 

Want to know more about the CVITP? 
For more information about the CVITP, to find out how to become a volunteer, or to find a participating 
community organization in your area, go to www.cra.gc.ca/volunteer, or call us at 1-800-959-8281. 

You would be a welcome addition to our volunteer team! 
         

Your opinion counts 
If you have any comments or suggestions that 
could help us improve our publications, we 
would like to hear from you. Please send your 
comments to:  

 

Taxpayer Services Directorate 
Canada Revenue Agency 
750 Heron Road 
Ottawa ON  K1A 0L5 

 

Community Volunteer Income Tax Program
(CVITP) 




