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Retirement savings products

There are many options available that will help you save for retirement, such as:

e other personal savings and investment products, such as savings accounts and stocks or
bonds

There are many things you should think about when picking one of these products to save for
your retirement. Consider speaking with a financial representative, such as a professional
financial advisor, to help you decide which one of these products will best meet your needs.

help you grow your money while offering tax benefits. For example, you may get a deduction
on your income tax return, depending on your income and how much you contribute to your
RRSP. You also don’t have to pay tax on the money you earn within your RRSP as long as the
money stays in the plan.
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You can claim a deduction on your income tax return for RRSP contributions up to your RRSP
deduction limit. This is typically 18% of your earned income for the prior year (up to a
maximum set by the Government of Canada).

Here are some things you should consider when opening an RRSP:

* you must have a Social Insurance Number

* the amount that you contribute can be deducted from your income tax for the year as long
as that amount is under your RRSP deduction limit

e you may have to pay a penalty tax if you contribute more than your RRSP deduction limit in
a year and you also will not be able to deduct an over-contribution

e you don't pay tax on the money you earn within an RRSP until you take the money out

benefits that are based on your income.

For example, if you make more than a certain amount of income in a year, you may have to pay

There are special programs that may let you use the money in an RRSP to help you pay for your
or your spouse’s post-secondary education or to buy a home. You may use this money without
including it in your taxable income when you withdraw it, but you will have to pay the money
back into your RRSP within a certain amount of time.

Learn more about the Lifelong Learning Plan program.

Learn more about the Home Buyers Plan program.
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capital gains or dividends. You also don’t have to pay tax when you take money out of a TFSA.

The total amount that you can contribute to your TFSA in a year is called your TFSA contribution
room.

Your contribution room is made up of:

* the annual TFSA dollar limit
e withdrawals made the previous year (except to correct over-contributions)
¢ unused contribution room from the previous year

You will have to pay a penalty if you contribute more than your TFSA contribution room
amount in a year.

If you are at least 18 years old in the year and a Canadian resident, you accumulate TFSA
contribution room, even if you don't contribute to a TFSA.

Here is a breakdown of the maximum yearly dollar limits:

Table 1: TFSA dollar limits by year

Years TFSA dollar limit
2009 through 2012 $5,000

2013 and 2014 $5,500

2015 $10,000

2016 through 2018 $5,500

e you must have a Social Insurance Number

e the money you put in a TFSA comes from your after-tax income, meaning you can’t deduct
it from your taxable income



e you don't pay tax on the income or growth within a TFSA
¢ there is a maximum you can contribute to a TFSA each year without penalty

You can withdraw the money from a TFSA at any time without having to pay tax on it. This can
be helpful when you have to deal with an unexpected expense, such as a health problem or
home repair. However, you may have to wait until the next year to put it back in.

For example, let’s say you've already reached your TFSA contribution limit and take $5,000 out
of your TFSA. If you put any more money in your TFSA before the next year, you will have to pay
a penalty tax.

The money you take out of a TFSA is not considered income. This means that it will not impact
the money you get from federal government benefits that are based on your income, such as

to help Canadians living with a disability save for the future and may be used for retirement
savings.

e 3 Canadian resident with a Social Insurance Number
* eligible for the disability tax credit

them written permission to do so. You can contribute as much as you want to an RDSP each

year, up to a maximum of $200,000 in your lifetime. This $200,000 also includes contributions
others make to your RDSP. RDSP contributions are not tax deductible. However, withdrawals
from an RDSP are not considered income. This means they won’t impact your income-based

If you have an RDSP, you may also be eligible for grants and bonds. This means that the
government may add extra money to your RDSP, although this may depend on your other
income, your age, or when you make contributions. This money does not count toward your
$200,000 liftime contribution limit.



If you become ineligible for the disability tax credit, you may have to close your RDSP and
repay some or all of the money that was paid into it by the government within the last 10 years.

Learn more about Regijstered Disability Savings Plans.
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