Guide to understanding taxes and paystubs in Canada

Understanding Taxes in Canada
What Are Taxes?
Taxes are payments everyone must make to the government. They help pay for public services like healthcare, schools, and roads.
Types of Taxes Employees Should Know
1. Income Tax: A part of an employee's earnings goes to income tax. The amount depends on how much they earn and where they live.
2. Canada Pension Plan (CPP): Employees and employers both pay into CPP. This money helps provide benefits for retirement, disability, and families after a worker’s death.
3. Employment Insurance (EI): EI contributions give financial support to workers who are unemployed, on maternity leave, or caring for a sick family member.
Understanding a Paystub
A paystub is a record employees receive every payday. It shows their earnings, deductions, and other important details.
Key Parts of a Paystub
1. Gross Pay: This is the total money earned before any deductions. It includes salary, overtime, and bonuses.
2. Deductions:
· Income Tax: Money taken out for federal and provincial taxes.
· CPP Contributions: The employee’s share of payments to the Canada Pension Plan.
· EI Premiums: The employee’s payments for Employment Insurance.
· Other Deductions: These can include payments for health insurance, union dues, or retirement plans.
3. Net Pay: The amount the employee takes home after all deductions.
4. Year-to-Date (YTD) Totals: This shows how much the employee has earned, and how much has been deducted, from the start of the year to the current paycheck.




Example Paystub Breakdown
	Description
	Amount

	Gross Pay
	$3,000

	Deductions:

	- Income Tax
	$450

	- CPP
	$150

	- EI
	$60

	- Other (e.g., health insurance)
	$50

	Total Deductions
	$710

	Net Pay
	$2,290

	YTD Totals:

	- Gross Pay
	$18,000

	- Total Deductions
	$4,260

	- Net Pay
	$13,740



Important Information for Temporary Foreign Workers
Before Leaving Canada
Temporary Foreign Workers should follow these steps to meet Canada Revenue Agency (CRA) requirements and avoid problems if returning:
1. File a Tax Return: Workers may need to file a tax return for the year they worked in Canada, even after leaving. This ensures all income earned in Canada is reported properly.
2. Get a T4 Slip: Ask the employer for a T4 slip. This document shows earnings and deductions and is needed to file a tax return.
3. Inform the CRA: Give the CRA a new address or contact information before leaving Canada. This ensures tax-related mail can be delivered.
After Leaving Canada
1. Keep Records: Keep copies of T4 slips, tax returns, and any letters from the CRA.
2. Tax Refunds: If eligible for a tax refund, make sure the CRA has updated bank or mailing information.
3. Contact the CRA: For questions or help, workers can reach out to the CRA. They offer support and resources for international workers.
