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Common queries about RRSP’

Allhough  mast  financinl  Instity-
tions provhie prinied  Infermation
about KIRSPs, much. of it is slanted
lowards the more knowledpeable in-
vestor. “And cven the experienced
- purchaser can be confused by some
of the technical longuape  used,"
says Terry Mcelntyre, UBranch
Manager of First City Trust in
Brampton.

Following are answers to some of
the more basic questions commanty
asked by fndividuals purchasing
IULSPs - in everydoy lanpuage.

Who bs ellgible to buy an RS2

Il you're -a Conadian  taxpover
with “camed income™ tsee defipi-
tian below!, you may purchase an
RUSP up to the end of the tax year in
which you turn age 70, 1Y vou do not
have any eamned income, you are
allowed ta open on HESP in your
OWn mome by having vour spouse
make conlrilbutions - even o he or
she has already reaehod the max
brepum ate lirmik

What Is “varned lneog et

H is the total of 8l money you have
receivid  From  wapoes, salanies,
Bonuses.,  commissions,  self.
employed  income after diductinle
Cxpenses).  pension and disabadily
benefils, alimony and maintenance,
reat, and several olher sources of in.
come after yvou have subtricted [CT iy
unemployment  inSurance  contriby-
lions, union or professions]  dues,
and  employment  expense  dedue.
tinns for the vear.

“Your Incal: taxation office ean
rovide you wilh o form that wil]
elp you determine your eamed in-
come and how much vou can con-
tribute 1o your RISE ™ saiys Mr
Melatyre. “Some financial instity.
tions, including First ity Trusl,
alsa oifer o form to help you in this

We can take the gamble out of. ..

What abaul investment income and
capital gainx?

neither  investmenl  income  nor
taxable capital gains are considermd
carned income,
llow much can | comtedbute [n 4
year?

H you are svif-employed or sre nol
& member of a registercd pensinn
plan, you may coniribute cither 2y
rer cenl of your earned income ar

57.500 - whichever is less.

if you do belong to a registered
pension plan and bolth you und your
cinployer comtribute to #, you nre
nllowesd to invist up to 2 per cont wf
¥OUr earmidd Income or $3.500 - again,
whichever amount is lower. But first
you musl subtract the amount of
Inafey you put inle your tompany
pension plan. If yvour employer nade
all your pension plun contributions,
¥ou dah’t Bave to worry_adsout this:
just Tolluw the 20 per cent/150
maximum farmula,

Mro Melnlyre adds one more e
partant point: 10 you currenily ap
TeCtivInG  pavments  from 3 ©iin-
pany pension plan, ald gpe seeurity
or the Canada Pension Plan, vau
may  esntribule all  of  rhese
paeyiments aver and abave the max-
munt allowsble RRSEP contribution
limits. However, von einnel jgedude
these ammunts whon you ligare o
Nour ¢coamed incerne "

A L allowed only ane I{ILSP

M. You may awn a4 many as veu
like, providing the tetal ennlriby.
tions vou make 1o ol of them do oot
exceetd  the  maximum  allowable
limit. :

Unce | have an HRSEY da | hinve (o
krep making contributions”

No. I yeu like, you can open imn
RESE and never make another con.
lribution,

What is a “spousal LS
It s simply an HISE in which the
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holder's spouse makes the contribw-
tions. Contributions to bolh yiur own

and your spouse’s HISPs must nat

excevd your annual Jimits,
What happens (o the money in my
Hits1r

That depends un the type of ISP
you purchase. It might be invesied
in.lermn deposits, mutual funds or a
variely of olher investment vehicles,
When you open your HRSP. vou
determine where your contnbuiinns

will be invesioed for that year
Am 1 allowed 1o wilthdraw part of 1he
money in my KI8T

Yes- as much or as little as you
like, However, all of the money
which wou withdraw must  be
decloeed a8 income  for that (ax
VAET,
I8 H possitde to borrow maney from
ms HIfsItT

SWith ane exeeption, mo. “The ex-
ceplion Lo the cule invelves granting
vourself a mortgage, but the repeln.
Fions are very cunplex. I yon are in-
lerestel in s aren vou should tatk
T vor Lax offacer or the Tinaneil in-
stitution  which  handles  vour
HHESPs”  recommends Alr Melu-
tvre

What hapipens IF 1 die while ] «fil
huve an S

There are two possibililies
b W the Denchonry  pnamed  for
your IEHST' 5 vour spouse o vinu
e betore e 73 he or she can
cither ke the ey el deciire
IS nceme ) wr iransler the funds
inta his or ber awn IWRSE. N your
spause s net eligible for an RIESE.
he or she must cash in your plan er
purchase an annuity with gt
20 I your KHSP beneficiary is si-
meone ather than yaur spotse, {he
fmds will be tuxed as part of vour in-
come for thal taxatioen vear and
what 15 1eft over will eo to veur
estale, '

MONEY MANAGEMENT, Wednesday, February 18, 1947 - I Re 5

g The RRSP commitment

-eases retirement worries

For many people who have sot yel
slarted to save for their retivement,
the prefusion of RHSF adver
lisements at this time of vear is akin
tr having a nogging toolhache. Swch
individuals berate themselves for
nol having taken preventalive aclian
earlier 1o aveid their  current
dhscomfort.

Yel, just as a trip to the dentist
should deaden the paln of a 1hrohb-
ing toath, so will i ficen decision to
commit money. to an KHSP ease the
warry of having no funds sel aside
for relicement.

"I'm amazed at the number of
penple, particularly in their mid to
e Mk whe hink they've missed
the buat campletely by oot starting
an RSP ot ape 20 saig Terry
Mclnlyre, Munager of the First City
Trust branch s Brampton

“There are  tremendous  fimncial
benelils dn starting an HIS) carly
un, but it 35 hy no means o necessity
0 atkaining reliretnen| seouriy,” he
el _

For example. o person with 25
working seaes Ieft who dovs not par.
Hapate in o company pension plan
coild have an HIRSF worlth approx-
imitely $490,000 by retirement if he
or she was able to invest $5.00 an-
nually at an avernge interest rate of
(0 per cont. Upon lurning 65, that m-
dividual -:uul:! then wse those sav-
mEs to purchase a post-RRSE pro-
duct such as First City Trust's Term
10 30 Apnuity and reecive a monthly
income in excess of $5.000 for ihe
next 25 vears - based again on on
average inlerest rate of (0 per cent.

(f course, this is a simplified
stenano which does nol take inlo ac-
tount  such Important  investmen)
consideralions us annual cash - flow
needs. allemative sources of retire-

ment Income, and a desire for vary-
g income throughoul one's retire-
ment years,

There is no guestion that an an-
nual commitment of 35,000 would cut
heavily  inte many people’s
resources,  However, even il you
were e make a yearly contribution
of just 31,50 for the next 25 years,
your HISP would still be worth
more than $160,000,

If thal moeney was subsequently
used 1o buy 2 Term to % Annuity of-
fering a 10 per cent rate, it would
produce a monthly parmuni of 51,425
ami be a bealthy supplement to other
sources of relirement incpme.

“Obvipusly, the longer you put off
starting an RRSP, the larger vour
annual eontributions will have to be
to achieve vour retirement savings
poals,” said Me. Melntyre,

The drlividual whe accumulated

M0 over 25 vears through an-

npal pavimenls of $5.000 could have
achivved the same result with year-
[v contributions of just $2,000 if he or
shie bk begun nine vears earlier,

“That's why we emphasire the Im-
porfance of moking a firmy decision
o start an KHSP carly in your work-
ing Hle and why we offer RHSP
loans and monthly savings plans to
help  you. meet  vour  investment
knals, ™ said Mr. Melniyre,
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“Most people don’t plan to fail - thay fail to plani”’




