Income and Deductions | MEL4E

Individuals commonly mistake net pay and take home pay with gross pay, but there are vast differences
that should be understood. Net pay is the amount one receives after taxes and deductions have been
withheld during a pay period.
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To calculate take home pay, just add all deductions and then subtract from gross pay:
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Taxes: We have to pay taxes before we take home our earned money. These come off our paycheck
before it comes into our bank accounts. There are 4 key areas common to all paychecks (non-Quebec).
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Note: There are other deductions as well that vary from job to job. For our examples on the back, we
will use the first bracket of taxable income (i.e. 15% federal tax, and 5.05% provincial tax).
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Example: Stephanie is a computer programmer and she works 35 hours per week. Stephanie gets paid
255 per hour. We will calculate her gross pay, and net pay in this example.

", .
a) Calculate Stephanie’s gross pay: Z) 5 x 2 S /)uur :ﬁ% 7 S

b) Complete the following table to calculate the amount of each paycheck deduction, and the total
deductions.

~<100
Deduction Type |  Rate (%) Ta’[‘):jit;:f 2 Deduction Amount (Gross Pay x Decimal)
cpp 4.95% 0.0495 | %751 0.044S = 943 3|
E.l. 1.88% 0.018% | 375x0.01%% = B(.45
Federal Tax 15% 0.15 $15¢ 0.15 = %(3].25
Provincial Tax 5.05% 0.650S 15 v 0.0505 = B4 (9
Total 1235 20

675 - 23520 = *63T80 o wele

c¢) Calculate Stephanie’s net pay:

Example: Amy is a nurse and must work overtime on occasion. Amy’s regular work week is 40 hours,
but this week she worked 52 hours. Amy gets $50 per hour on a normal shift, but makes 75$ per hour

overtime. 52 -40 =11
B : '
a) Calculate Amy’s gross pay: Y0 x50 (lmur + 12 x 5 5 /l"«“f = 82) qOO

b) Complete the following table to calculate the amount of each paycheck deduction, and the total

deductions.
Deduction Type‘ " Rate (%) Ta’[‘)z;t;:ls 3 Deduction Amount (Gross Pay x Decimal)
PP 4.95% 0.0u45 | 2200x0.0445 = §1i43 55
E.l. 1.88% 0.0l5% [2900 x0.018% = 8854 50
Federal Tax 15% O \% 1900 x 0.\ = gH%G
prévincialTax 5.05% 0. 050G | 2400x 00505 = {4l 4S5
Total | $119. 5

2a00 - 11952 = 1412048 dh

c) Calculate Amy’s net pay.
wee\e )




