Financial Literacy Lesson #2: Deductions from Income Part One - CPP, EI, etc 555

Tax-Exempt Deductions

Tax-Exempt Deductions are deductions which are subtracted from a person’s gross income
to determine the person’s taxable income.

Tax-exempt deductions include the following:

* Union or Professional Dues

* RPP
¥4 « RRSP
* Child Care Expenses

» Others

Taxable Income

Taxable Income is income on which income tax is calculated.

Taxable Income = gross income — tax-exempt deductions.

ClassEx.#3 | Helen is a chemical engineer who works for a research chemical company. She has a gross

monthly income of $5 750. She pays union dues of $65 per month, contributes $500 per
month to a Registered Retirement Savings Plan, and has child care expenses of $200 per
month. Calculate her annual taxable income. UNLON + RRSP + Child care

Toxoldle Tncome = Gross nmome ~ Tox deduckions
= (5150001 - C63)12) + (5000012 £ (206)(12) ]
= Q000 - {380 ¢ CODO t 24067
= Q000 - Ql¥0O
. \—-~—-———-—
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