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Taxatz on ztems

for your interest

by KEN McCORMACK

Pension Plans: Defined
Benefit versus Money Purchase

A Defined Benefit pension
plan 1s designed to provide a
predetermined amount of
money at an assumed age,
normally 65. The amount of
money (pension) 1s calculated
based on several factors,
amoung them, present age of
the individual, salary received,
and investment return. In
addition, government formulas
are applled such as maximum
pensionable earnings. To fund
this pension, money is allocated
into the pool to be used for
future payouts. The Actuary
takes into account all of the
variables of the group of people
to determine the future payout
and the ©present day
commitment of deposits.
Additional factors are applied
resulting in the overall recipient

receiving a pension
retirement that is actuarlally
calculated.

The Money Purchase pension
plan is designed to create a pool
of money at a future date based
on the actual amount of money
contributed into the plan and
the net investment return. Each
plan member has an account
that holds a value. At
retirement, the members’
accounts are taken to the
market to buy a pension. Under
this type of pension plan, the
member is not assured of the
actual pension he or she will
receive. However, the member
normally has the option to
market their money to obtain
the highest pension.

Many hybrids of the above
have been implemented in
Canada. Although a pension
plan can become very complex
in nature, one should become

familiar with your pension plan.
The ability to plan for your
retirement is based not only on
your own pension plan (RRSP),
but on all available programs.
If you have a pension plan at
work, ask for clarification of
what type it is and how are the
benefits calculated.

Having a Pension Plan at
work is very beneficial to you.
Your Employer is trying to help
you with retirement.

Please keep in mind, that the
formulas, beneflts and other
items are monitored by the
Pension Commission of Ontano
Your Pension Plan (RRSP or
RRP) is important, don’t
assume it will never change nor
that it does not require
monitoring. It is after all, your
future lifestyle.

Mr. McCormack is the owner of
K.AM. Insurance and Financial
Services.
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& All kinds of income tax returns
prepared, from the simple to the

complex.

& Express File and Cash Back

available.

H:R BLOCK

You can trust H&R Block.

& Experienced tax preparers.

fortable.

0690, Ext. 280.
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Only a
working
smoke

When you think about it, not many professional
people do. Except for the plumber. But when it comes to
doing something as important as a financial check up, it
makes sense that you should be where you're most com-

Either at your home or your office.

Which is where we come in.We'll take the time,
all the time you need, to carefully explore your options and
offer solutions. We can help you plan everything from
reducing your taxes to wealth building investments to a
comfortable retirement. All at the place most convenient
for you. Why? Because you're worth more.

Of course if you prefer to meet in our office, we
have a very nice one near you. Just call me at 1-800-745-
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