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The key to registered savings plans and the two letters to
which you should pay the most attention.

First of all, let me start out by saying that this commentary on registered plans
represents my own opinion which is based, of course, on my many years in the
financial services industry. The acronyms for the Registered Retirement Savings
Plan and the Tax Free Savings Account both have four letters in them. There is
one letter in each acronym that | feel is the key to the product.

Starting with the Registered Retirement Savings Plan | would submit that the
key letter is the second “R”. It stands for retirement and if you want to ensure
a good and enjoyable retirement you should only use the funds in your registered plan for retirement. It
is wise to avoid taking money out of your RRSP for other purposes not related to
retirement. Not only will doing so vastly reduce the amount of capital you will have to provide a
retirement income for yourself but you will be taxed on any withdrawals at your top marginal tax rate. It
is extremely important that if you are an employed individual but are not covered by a company pension
that you take advantage of an RRSP to augment the government plans that are currently in place namely
the Old Age Security Pension and the Canada Pension Plan.

As far as the Tax Free Savings Account is concerned | would submit that the key letter in that acronym is
the “S”. In this case, rather than pay attention to that letter it would be wise to
ignore it. | feel the product was poorly named upon introduction given the extreme value it has as a
long-term capital acquisition tool. By considering the TFSA as another retirement income vehicle you will
be able to take advantage of tax free compound accumulation within the plan. The best part of this
investment vehicle is that you will not be taxed on any withdrawals when you ultimately decide to access
some of your accumulated capital. It can also be an excellent tax management tool in retirement as the
withdrawal of funds from a TFSA does not affect any income-tested government programs such as Old
Age Security or the Guaranteed Income Supplement. As well, many different types of investments can be
held within the TFSA not just savings accounts.

So, | would urge everyone to take full advantage of both of these government savings programs. The
greater use you make of these two programs the brighter your future will be. Take action now to make
sure you are not missing out!

Roy Spence
CEO & General Manager
North Valley Credit Union

What'’s in your TFSA?

As of January 1, 2017 you could contribute an
additional $5,500.00 to your TFSA. The total cumulative
contribution for a TFSA is

$52,000.00,

RRSP

which makes the TFSA a
viable option as a
retirement vehicle to
supplement RRSP’s and
pensions.
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RRSP’s offer a ;’ Avoid Deadline constraint A TF § Als anoth@r

% minimize the tax issues by making monthly or
biweekly contributions all year

* ensure you monitor your
contributions to avoid penalties.

Registered Retirement Savings

One key deduction not only offers tax benefits, but it also helps you save systematically and prepare for
retirement-and other financial needs. Registered Retirement Savings Plans (RRSPs) let you put money
Into a registered plan and deduct'the money from your taxable income:

e Deducting your RRSP contribution from your net income means you don't have to pay federal or
Quebec income taxes on it until you take it out of the registered plan. When you take the money out of the

plan, you may be-in a lower tax bracket, which may represent a lower cost or.even.a gain for you.

An RRSP can include almostrany. type of investment. Ensure that the investment is a good one for your
needs. Returns'may be.guaranteed or they may not—some types of._investments, such as stock market
shares, .can lose_money.-See the module on Investing on the Financial Literacy page of the CRA website for
more information.

e The maximum amount you can put into an RRSP depends on your income. It's listed-on the Notice of
Assessment that the CRA sends you when you file your federal tax return. For example, the maximum limit
for 2016 was 18% of your previous years income to a maximum of $25,370. (If you did not contribute the
maximum- in_previous years, you may. be able to contribute more.)

e RRSPs are designed to help you save money for your retirement. You can withdraw money from your
RRSP for certain purposes, such as buying your first home and financing your education. However, you will
have to pay it back within a limited period of time. In addition, if you take your money out of the plan for any
other reason before you retire, part of the amount you take out will be withheld for taxes.

For details, go to the RRSP page of the CRA website.

Special Promotional Offer

Want to max out your RRSPs? Have you'made your TFSA Contribution? pportunities
, o Fund Inc.
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North Valley Credit Union

* Loans are based on the NVCU prime rate. Prime rate may be subject to change without notice.
* Loan approvals are subject to North Valley Credit Union’s lending guidelines.
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