FINA200
ERRORS IN PERSONAL FINANCE
PERSONAL FINANCE, 6TH CANADIAN EDITION

	LOCATION
	ERROR/CORRECTION

	Chapter 1: Page 28, Financial Planning Problem #6
	The problem should read, How long will it take to double (not triple) your money.....Notice that the on-line problem is okay.

	Chapter 1: Page 28, Use these formulas as some formulas in the textbook are incorrect.
	
	LESSON 1 
PERSONAL FINANCE PLANNING
	FORMULA

	[bookmark: SimpleInterest]Simple Interest
	[image: Simple Interest]
P = Amount in savings
R = Annual interest rate
T = Time period

	[bookmark: FutureValue]Future Value (FV)
	[image: FV1]
PV = Present Value
i = Interest rate
n = Number of time periods
	When compounding is more than once a year,
[image: FV2]
i = Annual interest rate
m = Number of compounding periods per year
n = Number of years

	[bookmark: FVAnnuity]Future Value of an Annuity
NOTE: Formula in 6th ed. textbook is incorrect.
	[image: FV3]
	FV = Future value
PMT = Periodic Payment amount
n = number of compounding periods
i = Interest rate

	[bookmark: PresentValue]Present Value (PV)
	[image: PV1]

	[bookmark: PVAnnuity]Present Value of an Annuity 
NOTE: Formula in 6th ed. textbook is incorrect.
	[image: PV2]
	PV = Present value
PMT = Periodic Payment amount
n = number of compounding periods
i = Interest rate






	Chapter 1:Page 29, Financial Planning Problem #13
	The book asks for a FV at 5%, compounded annually, but the on-line question reads 5%, compounded semi-annually and gives the answer that way.

	Chapter 1:Page 42, Example J
	The problem should compare quarterly compounding to weekly compounding. Change to read “…while a competitor offers 10% compounded on a weekly basis”.

	Chapter 3
	Please note that personal income tax brackets and rates, the eligible dividend gross-up and dividend tax credit, federal non-refundable tax credits, RRSP contribution room and rules governing the Home Buyers' Plan, amongst other elements in this tax chapter, are out-of-date.  

Please refer to the Canada Revenue Agency website (www.cra-arc.gc.ca) for updates.  

	Chapter 3: Page 78
	Average Tax Rate = Total Taxes Payable/Total Taxable Income.

	Chapter 3: Page 93
	Canadians with high income: should be $24,270 (2014), not $20,000.

	Chapter 3: Page 94 TFSA Q&A
	Question 1 asks if contributions and withdrawals have any impact on taxes.  
Question 1: Answer The answer is incorrect - please note that TFSA contributions are not tax deductible and that TFSA withdrawals are not taxable, either. So the answer is TFSA contributions and withdrawals have no impact on taxes (any income earned in the account (for example, investment income and capital gains) is generally tax-free, even when it is withdrawn).

Question 2: Answer: 
Contribution room
	Years
	TFSA Annual Limit
	Cumulative Total

	2009-2012
	$5,000
	$20,000

	2013-2014
	$5,500
	$31,000

	2015
	$10,000
	$41,000

	2016
	$5,500
	$46,500



Question 3: Answer: “…(EI) benefits are not impacted as a result…”

	Chapter 3: Page 101
	Ministère du Revenu du Québec should simply read “Revenu Québec”.

	Chapter 5
	One problem you may encounter with the calculation of the lease payment is that the on-line calculator cannot perform the calculation as shown.  



[bookmark: _GoBack]

	Chapter 7: Page 225, Financial Planning Problem #2
	Mortgage interest and property taxes are not tax deductible in Canada, while they are in the U.S.  Hence, the buying costs should equal:

$   9,800         Mortgage payments
     2,830         Taxes, insurance, maintenance
        270          Interest lost on down payment closing costs
       -225         Growth in equity
   -1,700          Annual appreciation
$10,975          Total buying costs

	Chapter 7: Page 226, Financial Planning Problem #6
	The on-line problem asks for the monthly mortgage payment for a $40,000, 15-year loans at 11.5%, while the book asks for the amount at 7.5%.  Exhibit 7-7 is capped at 10%.

For a 15-year mortgage at 11.5%, the factor would be 11.51 and the payment could be found as 40 x $11.51 = $460.40.

The relationship between amortization and payment is the longer the amortization, the lower the payment, all else equal.

	Chapter 9: Page 279, Determining Your Disability Income, 3rd paragraph
	Don't expect to insure yourself for your full salary.  Most insurers limit benefits from all sources to either 1) no more than 70 to 80 percent of your take home pay or 60 to 70% of your gross pay.

	Chapter 10: Page 302
	“…each year until maturity date in 2025” (not 2018).

	Chapter 10: Page 324, Chapter 10 Financial Planning Problems
	Problems 6 and 8 as shown in the textbook are missing from the on-line problems.  The answer to Problem 8 is the tax treatment.  Canadian-sourced dividends are more lightly taxed than interest income. 

	Chapter 14: Page 432
	CPP/QPP: 16% for 2013 and 17% for 2014.

	Chapter 14: Page 433
	OAS (as of 2015) exceeds $72,809. By the time net income is $117,954…

	Chapter 14: Page 436
	$6,676.59 (2014)

	Chapter 14: Page 441, RRIFs, 4th line
	....withdraw a minimum amount from the plan until you reach....  The word until should be replaced by the word once.
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