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Student Name: Nicholas Dafnis			Student ID: 27765738

Question 1: (22 marks) 
Larry Smith
Personal Net Worth Statement

	
	Assets
	January 1, 2016
$ CDN
	February 1, 2016
$ CDN

	Liquid Assets

	Savings Account
[Gross salary (60,000) – deductions (40%)] /12
	2,000
3,000
	2,050.00
3,000.00

	Real Estate

	Home 
	180,000
	180,450.00

	Personal Possessions

	Jeep (automobile) 
	15,000
	15,000.00

	Investment Assets

	RRSP 
TFSA 
	7,000
5,000
	7423.33
5008.33

	Total Assets
	
	212,000
	212,931.66

	
	Liabilities
	
	

	Current Liabilities

	Credit card statement balance
	8,000
	7,163.33

	Long-Term Liabilities

	Mortgage
Jeep loan
	130,000
10,000
	129,933.33
9,841.67

	Total Liabilities
	
	148,000
	146,938.33

	Net Worth
	TOTAL ASSETS – TOTAL LIABILITIES
	64,000
	65,993.33



Calculations (February 1st 2016):

Real estate assets = = 0.25% 1.0025 x 180,000 = $180,450

Investment Assets 
TFSA = = 0.17% 1.0017 x 5,000 = $5008.33
RRSP = = 0.33% 1.0033 x 7,000 = $7023.33 + $400 contribution = $7423.33


Long-term liabilities
Home mortgage 
I/Y = 4/12
N = 1
PV = 130,000
PMT = ±500
FV = 129,933.33 

Jeep loan
I/Y = 5/12
N = 1
PV = 10,000
PMT = ±200
FV = 9,841.67

Current liabilities 
Credit card statement balance - $1,000 repayment = 8,000 – 1,000 = $7,000 
 = 2.33% 1.0233 x 7,000 = $7163.33


Question 2: (10 marks)
Calculate the following Financial Ratios for Larry:

	
	Calculation
	January 1, 2016

	February 1, 2016

	Current Ratio

	
	0.63
	0.70

	Debt Ratio

	
	2.31
	2.23

	Liquidity Ratio

	 (2,950)
	1.69
	1.71

	Savings Ratio

	
	1%
	1%

	Debt-Payments Ratio

	
	6.22%
	5.56%



Calculations:

Savings Ratio  Amount saved per month = $50  Gross monthly income =  = $5,000
Debt-Payments Ratio  Monthly credit payments = = 2.33% 0.0233 x 8,000 = $186.67  Take home pay = $3,000



Question 3: (2 marks)
Financial ratios are used to closely examine a person’s/company financial situation. It is a specific numerical representation of your financial position and is used as a tool when trying to analyze and better your financial situation. These ratios measure specific aspects of your finances which allow the user to pinpoint their problem areas and come up with solutions. 

Question 4: (4 marks)

Larry’s Current Ratio: 
This is a measure an individual’s ability to manage monthly payments and repay debts. Larry’s current ratio is very high and above the maximum acceptable limit for most creditors. This means Larry cannot get any loans or apply for mortgages. He has high debt and not enough funds to be able to repay his debt.

Larry’s Debt-Payment ratio: 
This ratio indicates how much of a person’s earnings go for debt payments Most financial institutions recommend a debt–payment ratio of less than 20 percent. Larry’s debt–payment ratio is very low meaning that not much of his income is used to pay off debts. Although this is positive, it does affect his current ratio since his debt is quite high and not much of his income is used to pay it off. 






























Question 5: (8 marks)
**TFSA maximum yearly contribution = $5,500
Company Bonus
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1st year
N =1 year or 12 months
I/Y = 6% / year or 0.5 % /month
PV = 5,500
PMT = 400
FV = $10,773.45
2nd year
N =1 year or 12 months
I/Y = 6% / year or 0.5 % /month
PV = 10,773.45+5,500 = 16,273.45
PMT = 400
FV = $22,211.39







Pre Existing TFSA
3rd year
N =1 year or 12 months
I/Y = 6% / year or 0.5 % /month
PV = 22,211.39+5,500 = 27,711.39
PMT = 400
FV = $34,354.79
4th year
N =1 year or 12 months
I/Y = 6% / year or 0.5 % /month
PV = 34,354.79+3,500 = 37,854.79
PMT = 400
FV = $45,123.82
5th year
N =1 year or 12 months
I/Y = 6% / year or 0.5 % /month
PV = 45,123.82
PMT = 400
FV = $52,841.18



N =5 years or 60 months
I/Y = 2% / year or 0.17 % /month
PV = 5,000
FV = $30,780.57

Total TFSA amount in 5 years = $52,841.18 + $30,780.57 = $83,621.75

Question 6: (4 marks)
Larry is thinking of starting to save for another big holiday in 3 years’ time; he estimates that he would need $2,000. If he saves $50 a month, what rate of monthly interest would permit him to achieve his goal?

N = 3years or 36 months
FV = $2,000
PMT = $50/month
I/Y = ?
I/Y = 0.59%



Question 7: (30 marks)
a) What is Sean’s average tax rate for 2015? Use the following template.

*$130,000 taxable income
FORMULA: Average Tax Rate = 

	first $41,935
	$11,964.06

	over $41,935 up to $44,701
	$899.78

	over $44,701 up to $83,865
	$15,027.23

	over $83,865 up to $89,401
	$2,345.60

	over $89,401 up to $102,040
	$5,777.29

	over $102,040 up to $138,586
	$13,269.82

	Total taxes
	$49,283.78

	Less Combined Non-Refundable Tax Credits
	$5,000.00

	Total taxes payable
	$44,283.78

	Average tax rate for 2015 
	34%



b) What is Sean’s after-tax income for 2015? 
Taxable income – Total taxes payable = $130,000 - $44,283.78 = $85,716.22
c) What is Sean’s marginal tax rate for 2015? 
Marginal tax rate = The rate paid on the next dollar of taxable income. Therefore = 47.46%

d) What if Sean earned a bonus of $10,000 in 2015 what would be his marginal tax rate? 
New taxable income for 2015 = $140,000  New marginal tax rate = 49.97%


Question 8: (10 marks)
Sean has provided you with some additional information as he has questions on his RRSP’s and on RRSP’s in general.  
Source for maximum RRSP contribution http://www.rbcroyalbank.com/products/rrsp/contribution-limits.html

a) Calculate Sean’s maximum RRSP contribution limit for 2015.
Lower of :
1. $24,930
2. 18% of 2014 earned income = 0.18 x $100,000 = $18,000



b) What is the maximum RRSP contribution limit permitted for 2015 and does Sean reach this limit?
The maximum RRSP contribution limit permitted for 2015 is $24,930. Sean is only eligible for $18,000, therefore, he does not reach the limit. 

c) If Sean decided to contribute over the maximum RRSP contribution limit, what would be the consequences? Source: http://business.financialpost.com/news/did-you-over-contribute
Sean can contribute over the maximum RRSP contribution limit by up to $2,000 without being penalized. However, a deduction cannot be claimed for the excess.  If a contribution is made in excess of $2,000 over the maximum RRSP contribution limit, “a one per cent penalty tax for each month you are in excess of that” is applied. A T1-OVP Individual Tax Return for RRSP Excess Contributions must be completed in order to calculate the amount of the over-contribution and, consequently, the penalty tax. 
d) Based on Sean’s marginal tax rate that you determined in 7c) above, if Sean only made an RRSP contribution of $3,000, calculate the tax savings that this RRSP contribution would generate in 2015.
Tax savings that this RRSP contribution would generate in 2015 = RRSP contribution x marginal tax rate.  $3,000 x 47.46% = $1,423.80
Question 9: (10 marks)
Use the following template to determine which Federal Non-Refundable Tax Credits that Ava would be entitled to for 2015 (i.e. line 350 of Schedule 1 in the T1 General Income Tax Return (Federal)).  Visit the CRA website for further information (also refer to Exhibit 3-6b in your online textbook) and use the following template for your response.  Source: http://www.cra-arc.gc.ca/formspubs/t1gnrl/qc-eng.html

	Line 
	Federal Non-Refundable Tax Credit
	Calculation
	$ Amount

	300 
	Basic personal amount
	Given amount. Set by CRA
	11,038.00

	303 
	Amount for an Eligible Dependent
	Not an eligible dependent (Not married)
	

	367 
	Amount for Children
	No child.
	

	308 
	CPP or QPP contributions
	Given information. (QPP)
	300.00

	312 
	Employment Insurance premiums
	Given information. (EI)
	200.00

	375 
	QPIP
	Given information. (QPIP)
	50.00

	363 
	Canada Employment Amount
	Lesser of $1,146 or employment income
	1,146.00

	364 
	Public Transit Amount
	Opus bus pass  $70/month x 12 months
	840.00

	369 
	Home Buyers’ Amount
	No home bought.
	

	319 
	Interest on Student Loans
	No student loans
	

	323
	Tuition, Education and Textbook
	Given information.
	3,000.00

	332 
	Medical Expenses
	No medical expenses
	

	335 
	Sub-total of Amounts
	
	16,574.00

	
	Federal Non-refundable Tax Credit Rate
	
	15%

	338
	Total
	$16,574.00 x 0.15
	2,486.10

	349 
	Donations and Gifts
	No donations or gifts.
	

	350 
	Federal Non-Refundable Tax Credits (Schedule 1)
	
	2,486.10




