Pay Cheques & Pay Stubs

What Everyone Needs to Know
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Whether it's your first pay cheque or your one hundred and first, everyone loves
getting paid. But, aside from looking at the final amount, both employers and
employees need to know what all of the numbers mean.

Every Pay Cheque Matters
to Every Employee
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Pay Cheque vs. Pay Stub

O :-------oo. A pay cheque is literally a physical
cheque, made out to the employee
for the amount to be paid.

Only 4% of workers still receive
a paper pay cheque.

O :eeceeceeceeees A pay stub summarizes all the
amounts within the pay cheque.
Employees paid by direct deposit
receive an electronic pay stub.

82% of workers now use an online
portal to access pay stubs.
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Additional Pay Stub Details

The amounts subtracted (withheld) from the total pay, including:

* Income tax: % of the employee’s gross wages. Amounts are
withheld for both federal and provincial or territorial income tax.*

e Employment insurance (El): Premiums are applied for each
dollar of insurable earnings up to a yearly maximum.*

e Canada Pension Plan (CPP): 4.95% up to the maximum annual
contribution.*

e Other: Can include registered retirement savings plan (RRSP)
contributions, insurance payments, profit sharing, union dues
and garnishments.

The required tax amounts added to the pay cheque by the
employer, including:

¢ Employment insurance (El): 1.4X the employee's amount.*
¢ Canada Pension Plan (CPP): Matches the employee’s
contribution.*

As income, the following are also subject to income tax:

e Overtime e Commissions e Personal
e Tips e Sick time time
e Bonuses e Vacation

Total vs. Year-to-Date

Represents the amount
or amounts for the
specific pay period.

Represents the cumulative
amount or amounts from the
first payroll of the year up to
and including the specific
pay period.

What Happens to the Money
the Employer Takes Out or Puts In?

The employer is responsible for collecting, $
reporting and forwarding the amounts to
the Canada Revenue Agency (CRA) or '
provincial agency like Revenue Québec (RQ).
Automating this process is one of the main @

reasons businesses use payroll software.

Pay Stub vs. T4

f== Pay Stub d=— T4

Issued with every pay cheque.

Summarizes the specific
pay period and YTD amounts.

Pay stubs should be kept for 1 year
and used to verify the amounts in
the employee's T4.**
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*Income tax rates and El and CPP premiums are reviewed and updated annually.
The CRA Payroll Deductions Online Calculator (PDOC) is updated twice a year on January 1and July 1.

*Due to labour law and tax implications, employers will keep payroll records several years longer than employees.
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