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Chapter 4 - How to complete a basic income tax and 
benefit return  
 

Topics 

• Introduction  
• Getting started  
• Where to get help with your return  
• Preparing Paul's tax return  
• What to include with your return and what records to keep  
• What we learned  
• Classroom Review (Quiz) 

 

Introduction to Chapter 4 

Estimated time 
 
About 30-40 minutes 
 
In this chapter, we will follow Paul through the process of preparing his income tax and benefit 
return. Through this process, you will learn: 

• how to get started on your tax return; 
• where to get help completing your return; 
• how to complete a basic tax return; 
• what documents you have to include with your return; and 
• what records to keep? 

Let's get started! 
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Getting started 
 
The most valuable resource for completing your tax return is the General Income Tax and Benefit 
Guide. This guide contains all of the information you will need to complete and file your tax return 
with the CRA including: 

• line-by-line explanations of the return; 
• descriptions and details about various types of income and deductions; 
• "What's new" for the tax year; 
• what happens after you file your return; 
• the services offered by the CRA; and 
• other general information. 

To file a paper return, you will need the following: 

• a General Income Tax and Benefit Package for the province or territory you lived in on 
December 31. This package includes:  

o the General Income Tax and Benefit Guide; 
o the T1 General, Income Tax and Benefit Return; and 
o forms specific to your province or territory of residence. 

• all of your information slips (such as, T4, T5 and T2202A slips); 
• information relating to any amounts to be included in income that were not reported on 

an information slip; 
• receipts for any deductions or credits that you intend to claim; 
• paper, pen, pencil, and an eraser; 
• a calculator 

 

 NOTE: If you were a newcomer to Canada in 2016, use the tax package for 
your province or territory in conjunction with Guide T4055, Newcomers to 
Canada. 

 

Where to get help with your return 
 
When you are preparing your tax return, you may be able to get answers quickly using the 
following resources: 

• Completing a tax return; 
• General Income Tax and Benefit Guide; 
• TIPS at 1-800-267-6999; 
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• the help feature of your software program, if you are using tax preparation software; and 
• individual income tax and trust enquiries at 1-800-959-8281. 

 
Now, let's take a look at Paul's return. 
A few days later, Paul went to his uncle's house to prepare his return. He didn't pick up a tax 
return at the post office so he is going to download one from the CRA Web site. 
 
Paul selects the package for his province on the General income tax and benefit package page. 
 
He notices that there are a lot of different schedules and forms in the General Income Tax and 
Benefit package. "Which forms should I use?" he asks his uncle. 
 
"We will begin with the T1 General 2016, Income Tax and Benefit Return, and the Schedule 1, 
Federal Tax. If we need any other forms or schedules, we will get them then," replies his uncle. 
 
Paul takes a look at the return he downloaded, "How will I know what to fill in?" he asks. 
 
"Every part of the form is labelled, usually with a line number," his uncle replies. "You will fill in 
the lines that are right for you as you go along. We can look in the General Income Tax and Benefit 
Guide if we need to get more information on how to complete a line." 
 
"So, because each line has a number, I can look it up in the guide?" asks Paul. 
 
"That's right," replies his uncle. "Now let's get started. Do you have your T4 slip?" 
 

Preparing Paul's tax return 
 
Paul should become familiar with the information on his T4 slip before he starts to complete his 
return. 
 
Employers should issue T4 slips by the end of February. If you have not received, or have lost or 
misplaced a slip for the current year, you have to ask your employer, or the issuer of the slip, for 
a copy. 
 
Paul's T4 slip 
Let's take a look at Paul's T4 slip  to find the following information: 
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• the employer's name; 
• the year in which the income was earned; 
• Paul's name and address; 
• Paul's social insurance number (box 12); 
• Paul's employment income (box 14); 
• employment insurance premiums deducted (box 18); 
• income tax deducted (box 22). 

You will notice that box 28 is marked with an "X". This shows that Paul was exempt from paying 
Canada Pension Plan contributions during the past year, since he was under 18 years of age. 
 
We will now follow along with Paul as he completes page 1 of his return. 
 

Preparing Paul's tax return - Page 1 
 
It is important to enter your name, address, and social insurance number (SIN) when you 
complete your tax return. If you file your return with incomplete or incorrect personal 
information, it could delay the processing of your return and any refund, credit, or benefit you 
may be entitled to receive. 
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Identification area - Paul enters his full name and address. 

 
 
Information about your residence area - Paul enters the province or territory where he lived 
on December 31, 2016. In this case we used "Ontario" as Paul's information. 
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Information about you area - Paul enters his SIN, his date of birth, and he ticks the correct box 
about his language of choice and his marital status. 

 
 
Elections Canada  - Paul ticks Yes to both questions. By doing this, he is giving the CRA 
permission to give his name, address, and date of birth to Elections Canada. 

 
 
Goods and services tax/harmonized sales tax (GST/HST) credit application  is automatically 
answered and calculated by CRA based on filing his return. 
 
Paul has now completed page 1 of his tax return and is ready to complete page 2.  
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Preparing Paul's tax return - Page 2 
 
As a resident of Canada, you have to report your income from all sources both inside and outside 
Canada. This is done on page 2 of the return. 
 
Certain amounts however are not taxed, and do not have to be included in income.  
 

Amounts that are not taxed 
 
You do not have to include certain amounts in your income, including the following: 
 

• any GST/HST credit or Canada child tax benefit payments, as well as those from related 
provincial and territorial programs; 

• child assistance payments and the supplement for handicapped children paid by the 
province of Quebec; 

• compensation received from a province or territory if you were a victim of a criminal act 
or a motor vehicle accident; 

• lottery winnings; 
• most gifts and inheritances; 
• amounts paid by Canada or an ally (if the amount is not taxable in that country) for 

disability or death due to war service; 
• most amounts received from a life insurance policy following someone's death; 
• most payments of the type commonly referred to as strike pay you received from your 

union, even if you perform picketing duties as a requirement of membership 
 

 NOTE: Income earned on any of the above amounts (such as interest you 
earn when you invest lottery winnings) is taxable. 

 
Now let's get back to Paul  
Paul gathers the information he needs to calculate his total income for last year. He has his T4 
slip from his employer and after checking his bank records, he has determined that he made $500 
last summer when he helped landscape Omar's neighbour's backyard. He is ready to start 
completing page 2 of his return. 
 
  



Chapter 4  Learning About Taxes with Intuit ProFile: 2016 TY 

9 
 

Please answer the following question  area - Paul ticks No as he did not own any foreign 
property during the year. 

 
 
Employment income  - Paul enters his income from box 14 of his T4 slip online 101, and 
the $500 he earned landscaping on line 104. 

 
 
Paul does not have any other income to enter so he can now calculate his total income on line 
150. 
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Line 150  - This is Paul's total income. He adds the amounts on lines 101 and 104 and enters it 
here. 

 
 

Preparing Paul's tax return - Page 3 
 
Paul is now ready to calculate his net income and taxable income on page 3 of his return. He 
copies his total income from line 150 on page 2 to line 150 on page 3 . 

 
 
Lines 206-232 - Paul does not have any deductions for 2016. 
 
Lines 234 and 236  - Since Paul has no deductions, he enters the amount from line 150. The 
amount on line 236 is his net income. 
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 NOTE: Net income is used to calculate certain federal, provincial, and 
territorial non-refundable tax credits. It is also used to calculate the CCB, 
GST/HST credit, WITB, and the social benefits repayment amounts. 

 
Line 260 - Paul enters the amount from line 236 here. This is his taxable income. 

 
 

 NOTE: Your taxable income is the amount you use to calculate your federal tax 
on your Schedule 1, and your provincial or territorial tax on Form 428. 
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Before he can complete page 4 of his return, Paul will need to complete Schedule 1 to calculate 
his federal tax. 

Preparing Paul's tax return - Schedule 1, Federal tax 
 
Schedule 1 is used to calculate the non-refundable tax credits and the federal tax on taxable 
income. It is divided into three sections: 

• Step 1 - Federal non-refundable tax credits; 
• Step 2 - Federal tax on taxable income; and 
• Step 3 - Net federal tax. 

Step 1 - Federal non-refundable tax credits 
Non-refundable tax credits reduce your federal tax. However, if the total of these credits is more 
than your federal tax you will not get a refund for the difference. This is why they are called "non-
refundable". 
 
Paul enters the basic personal amount of $11,474 on line 300. 
 

Note: You can claim the basic personal amount if you live in Canada 
throughout the year. If you immigrate to Canada or emigrate from Canada 
during the tax year, the basic personal amount you can claim is based on the 
part of the year that you were resident in Canada. 

 
Line 312 - Paul enters $27.07 , the amount from box 18 of his T4 slip as he can claim the 
employment insurance premiums he paid in 2016. 
 
Line 363 - Paul enters $1,161 as he has employment income of $1,940 (line 101 plus line 104) 
and is eligible for the Canada employment amount. 
 

 NOTE: The Canada employment amount you can claim is $1,161 or the 
total employment income reported on line 101 and line 104, whichever is less. 

 
Line 364 - Paul enters $600 ($50 × 12 months) as he can claim the public transit amount for his 
monthly bus passes. 
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 NOTE: You can claim the total amount paid for public transit passes for 
2016. This includes the cost of monthly passes or of longer duration such as an 
annual pass for travel on public transit. 

 
Let's take a look at Paul's Schedule 1 . 
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Line 335 - Paul does not qualify for any other federal non-refundable tax credits so he adds up 
the amounts and enters the total here.  
 
Line 338 - Paul multiplies the amount on line 335 by 15% and enters $1,989.31 here. 
 
Line 350 - Paul copies $1,989.31 here. This is his total federal non-refundable tax credits. These 
are his calculations . 

 
 

Step 2 - Federal tax on taxable income 
 
Line 37  (line 40 for Quebec residents) - Paul enters his taxable income which he calculated on 
page 3 of his return. 

 
 
Line 38 (line 41 for Quebec residents) - He enters $1,940 in the first column since his taxable 
income is less than $45,282. 
 
Lines 42 and 44 (lines 45 and 47 for Quebec residents) - Paul calculates 15% of $1,940 and enters 
the result ($291). He will use this amount to calculate his net federal tax. 
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Paul has now completed Step 2 . 

 
 

Step 3 - Net federal tax 
 
Lines 45 and 47 (lines 48 and 50 for Quebec residents) - Paul enters the $291 he calculated in 
Step 2. 
 
Lines 48 and 51 (lines 51 and 54 for Quebec residents) - He enters $1,989.31 (the amount of 
his non-refundable tax credits he calculated in Step 1). 

 
 
Line 52 (line 55 for Quebec residents) - Paul subtracts line 51 (line 54 for Quebec residents) from 
line 47 (line 50 for Quebec residents). The result is a negative amount so he enters "0". 
 
Line 64 (line 67 for Quebec residents) - Paul enters the amount from line 52 here. 
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Paul's calculations  show his net federal tax to be zero.  

 
 
Paul can now continue on to page 4 of his tax return. 
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Preparing Paul's tax return - Page 4 
 
Line 420  - Paul enters "0" from line 64 on Schedule 1. 

 
 
Using Form 428 for his province or territory of residence, Paul determines his provincial or 
territorial tax on line 428 also to be zero. 
 

 NOTE: Amounts calculated and entered on lines 428 and 479 vary for each 
province and territory. For the purpose of this example, Paul's provincial and 
territorial amounts are zero. For information about the provincial or territorial 
tax and credits for your province or territory, see Provincial and territorial tax 
and credits for individuals. http://www.cra-arc.gc.ca/tx/ndvdls/tpcs/ncm-
tx/rtrn/cmpltng/prvncl/menu-eng.html 

 
Line 435  - Paul adds the amounts on lines 420 to 428 and enters "0". This is his total payable. 

 
 

Total credits 
Line 437 - Paul enters $211.28 income tax deducted, from box 22 of his T4 slip. 
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Line 482  - Paul adds the amounts on lines 437 to 479, and enters $211.28. These are his total 
credits. 

 
 
Refund or balance owing 
Paul is now ready to find out if he has a refund or a balance owing. He subtracts the amount on 
line 482 from the amount on line 435. 
 
Line 484  - Since the result is negative, Paul enters the difference here. This amount is his 
refund. 

 
 
Line 485 - If the result had been positive, Paul would have entered the amount here as a balance 
owing. 
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Direct deposit - Start or change  area - Paul fills in his information so his refund can be 
deposited directly into his bank account. 

 
 

 NOTE: If you calculate a balance owing when completing your return, the 
amount is due no later than April 30, 2017. You can make your payment in 
several ways 

 
Now that Paul has completed his tax return, he signs it and adds his telephone number and the 
date . 

 
 
As we learned in Chapter 2 - The tax-filing process, Paul can send his tax return to the CRA using 
one of several filing options. The CRA usually processes paper returns within four to six weeks. 
EFILE and NETFILE returns are usually processed within two weeks. 
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What to include with your return and what records to keep 

Electronic filing 
If you file your return electronically you do not need to send your tax information slips, receipts 
or other documents used to prepare your tax return. You are still required to keep your receipts  
for six years in case the CRA asks to see them. 
 

Paper filing 
If you are filing a paper return you should attach the following: 

• one copy of each of your information slips; 
• your Schedule 1; 
• your provincial or territorial Form 428 (if you were not a resident of Quebec on December 

31, 2016); and 
• any other supporting forms, schedules, or documents that apply to your return (the 

explanations in the guide will tell you when to attach additional documents). 

Records 
Generally, you should keep your supporting documents for six years. Have the receipts and 
documentation to support your claim ready in case you are selected for review. 
 

 NOTE: If a tax professional will be preparing or sending your return to the 
CRA, show him or her all of your supporting documents, such as your 
information slips and receipts. 
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Chapter 4 - What we learned 
 
You have finished Chapter 4. Congratulations! 
 
In this chapter we learned: 

• what you need to get started on your tax return; 
• where you can get help completing your tax return; 
• the steps to complete a basic tax return; 
• what documents you should include with your return; and 
• what records to keep? 

If there are any details that you would like to review, please go through the chapter again. 
 
Full copy of Paul’s 2016 T1 Jacket & Schedule 1 
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