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What is a Tax-Free Savings Account (TFSA)?

On February 26, 2008, the federal government proposed the introduction of the 
Tax-Free Savings Account (TFSA) as a new incentive to help Canadians save their 
money. The TFSA provides Canadians with an investment vehicle in which any 
interest (or earnings) are not taxed.

What do I use the Tax-Free Savings Account (TFSA) for?

The TFSA was designed to help Canadians save even faster by letting you keep the 
interest earned instead of having to pay taxes on the amount. Interest earnings 
are taxable, but the interest earned in your TFSA account is all yours (not the 
Taxman’s). And because it is flexible, it is a great way to save not only for long term 
goals like retirement, but also for short term goals like the purchase of a car or 
down payment for a home.

Who can open a Tax-Free Savings Account (TFSA)?

A TFSA can be opened by any Canadian resident who is at least 18 years old. To 
open an account, you must also have filed taxes in the year before contributing to 
your TFSA.

Important Note: If you are a resident of British Columbia, Nova Scotia, New 
Brunswick, Northwest Territories, Yukon, Nunavut, Labrador and Newfoundland, 
you can contribute to a non-registered Mutual Fund when you are 18 and can only 
invest in a Mutual Fund TFSA when you turn 19.

What Tax-Free Savings Account (TFSA) products can I choose from?

Different financial institutions offer different TFSA products, but as a general rule 
any product offered as an RSP investment can be offered as a TFSA investment. 
This includes our Investment Savings Account, Guaranteed Investments (GIC’s) 
and Streetwise Funds.

Don’t forget! 
IMPORTANT deadlines for 2010!

March 1, 2010: RRSP Deadline 
for the tax year of 2009. With the 
Olympics taking place during the 
RSP season, we strongly encourage 
you to make your contribution as 
soon as possible!

April 30, 2010:  Tax Deadline
Payment to CRA of your balance 
owing for 2009 personal income tax 
is due April 30, 2010, for all  
personal income tax filers including 
self-employed.

Go Canada Go!
The Vancouver 2010 Olympics are 
nearly here! Be a part of the action 
from February 12 – 28 2010. The 
Vancouver 2010 Paralympics are 
taking place from March 13 – 21st.

For a complete schedule, visit 
www.perlerfinancial.com and click 
on “Community Calendar”.
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“If you do not use 

your full TFSA 

contribution 

room during 

the year, it is not 

lost and you can 

carry the unused 

portion forward to 

the next year.”

How much can I contribute to my Tax-Free Savings Account (TFSA) each 
year?

The annual contribution limit for a TFSA per individual is $5,000, as long as you 
file an annual Income Tax return. For more information about your personal 
contribution limit please check with CRA (www.cra-arc.gc.ca).

How does the Tax-Free Savings Account (TFSA) affect my taxes?

Interest or earnings (including capital gains) in your TFSA account will not be taxed.

What happens if I do not contribute to a Tax-Free Savings Account (TFSA) in 
a given year?

If you do not use your full TFSA contribution room during the year, it is not lost 
and you can carry the unused portion forward to the next year. This accumulation 
of TFSA contribution room is not capped or limited to a number of years.

Can I withdraw funds from my Tax-Free Savings Account (TFSA)? Will I have 
to pay any taxes on withdrawal? How often can I withdraw funds?

There is no restriction on the amount or number of withdrawals you make, 
and withdrawals you make during the year will create contribution room in the 
following year. All withdrawals are tax-free.

Example:	 Contribution limit for year one $5,000
		  Contribution in year one $5,000
		  -------------------------------------------------------------
		  Withdrawal in year one - $1,000
		  Contribution limit for year two $5,000
		  Plus withdrawal from year one +$1,000
		  -------------------------------------------------------------
		  Total contribution room in year two $6,000

Can I transfer funds from my Tax-Free Savings Account (TFSA) with one 
bank to a TFSA with another bank? Can I hold more than one TFSA account?

Transfers between TFSA accounts at different institutions will be possible and 
will work similar to the RSP transfer process. You can hold more than one TFSA 
account, but the sum total of your contributions must not exceed your annual 
contribution limit.

Example: If you have a TFSA contribution limit of $5000 for the year, you can 
contribute $2,000 to a TFSA ISA and $2,000 to a TFSA GIC with ING DIRECT, 
and then you can put $1,000 in a TFSA account with ABC Bank as long as you do 
not contribute more than $5,000 in total for the year.

Similar to a Retirement Savings Plan (RSP), you will need to monitor your 
contributions each year to make sure you don’t exceed your allowed contribution.

If I give money to my spouse to make a contribution to their Tax-Free Savings 
Account (TFSA), who will get the benefit of tax-free earnings?

Your spouse owns the TFSA, and so they will earn any investment income and 
capital gains in the account.

Is the TFSA the same as my regular Investment Savings account and will it 
replace it?

No. While the TFSA is flexible, it is different from our Investment Savings Account 
and it is recommended you have both accounts. The most important thing to 
remember is that when you make withdrawals from your TFSA account during the 
year, the money can not be re-contributed until at least the following year. There is 
also an annual contribution limit on your TFSA.



	

For an unregistered Investment Savings Account, there are no limits on the 
amount you can contribute or withdraw.

Can I designate someone to be a “Successor Holder” or “Beneficiary” for my 
TFSA? What is the difference?

Yes, the TFSA account lets you designate someone to be a “Successor Holder” or 
“Beneficiary” for your TFSA. It is important to know the difference before you 
register your account and to also be aware if the province you live in currently 
allows the designation.

A successor holder must be your spouse or common-law partner and they will take 
over your account upon your passing. The TFSA will become registered in their 
name and they can contribute or withdraw funds as anyone else with a TFSA is 
able to.

A beneficiary can be anyone, including your spouse. If the TFSA only has a 
beneficiary listed, the funds will paid in cash to the beneficiary outside of the 
TFSA.

The provinces listed below allow you to designate successor holders and 
beneficiaries for your TFSA.

Alberta, British Columbia, Prince Edward Island, Northwest Territories, Nova 
Scotia, Saskatchewan, New Brunswick, Ontario, Newfoundland, Yukon Territories, 
Manitoba

Nunavut is reviewing this option, but has not reached a decision.

Quebec does not provide this option.

Saving for your Retirement
Source: Dynamic Funds

Establish your retirement goals

Enjoying a successful retirement means different things to different people. 
Whether you want to travel, take up new hobbies or spend more time with 
your friends and family, it is important to have a plan to ensure that you have a 
comfortable retirement.

The concept is simple: if you put some of your income in an RRSP, it grows tax free 
until withdrawn. The purpose of an RRSP is to decrease your taxable income and 
defer tax payments on your investment until retirement.

Registered Retirement Savings Plan (RRSP)

An RRSP is one of the most beneficial – yet underutilized – methods of saving for 
a comfortable retirement. By contributing to an RRSP, the Canadian government 
allows you to defer taxes while you build up a solid nest egg. Your financial advisor 
can help you build a strategy based on your individual needs to help you create the 
retirement you have always imagined.

RRSP Options

Below are the common types of plans that you can discuss with your financial 
advisor.

Individual RRSP
The Individual RRSP is the most common type of RRSP and is registered in the 
name of the contributor. The contributor makes payments to the plan and then 
uses the contribution to reduce personal income taxes. When funds are withdrawn 

Compounding makes a life-long difference. 

Investor 1: 	Invests $1,000 a year from age 18 to 27 	
	 (invests for 10 years)

Investor 2: Invests $1,000 a year from age 40 to 64 
	 (invests for 25 years)

Investor 3:	Invests $1,000 a year from age 18 to 65 	
	 (invests for 48 years)

* This graph assumes a consistent annual 6% rate of return 
with $1,000 contributions made at the beginning of each 
year. Investment growth and final results do not consider any 
transaction costs, fees or taxes. This represents a hypothetical 
investment and is for illustrative purposes only. It is in no way 
to be considered indicative of any guaranteed performance 
an investor can expect to achieve. The actual annual rate of 
return and value will fluctuate with market conditions.
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Thank you!
In 2009 we had more referrals in 
the history of our business; we take 
that as a sign of your loyalty and 
confidence within our firm. For that 
we are truly grateful, and we will 
continue to strive to exceed your 
expectations in terms of service and 
advice in the years ahead.
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from this plan, the money is taxed in the hands of the contributor. The contributor 
owns the funds within the plan and benefits from the compounded growth 
potential and tax savings.

Spousal RRSP

The Spousal RRSP is designed to assist couples with unequal savings or income. 
Commonly known as income splitting, it shifts some household retirement savings 
from the spouse with the higher income and tax rate to the spouse with the lower 
income and tax rate. The higher tax bracket partner (contributor) puts money in 
a plan under the lower tax bracket partner’s (annuitant) name. The contributor 
receives the tax deduction, but the money belongs to the annuitant who controls 
the investment decisions.

Group RRSPs

Group RRSPs are offered through many employers and are a group of personal 
RRSPs that are administered by the employer’s financial organization on behalf 
of its employees. The employer arranges to have payroll deductions for employees 
in the Group RRSP. An employer can also contribute to the plan on behalf of the 
employee and may decide to restrict withdrawals while the employee works for the 
company.

Benefits of an RRSP

Current tax savings
Like most tax shelters, RRSPs allow you to defer income tax. The goal is to deduct 
your RRSP contributions while your income is subject to a high tax rate and 
withdraw the funds at a time when your income may be lower and subject to a 
lower tax rate. Your income and growth are only taxed when your savings are 
“deregistered” or withdrawn from your RRSP.

Tax-advantaged earnings

RRSPs allow you to deduct the amounts contributed to your (or your spouse’s) plan 
from your taxable income. Earnings accumulated in an RRSP are also tax sheltered, 
meaning no tax is paid on any investment income, dividends or capital gains you 
achieve on holdings within your RRSP.

Compounded growth

With compounded growth, all the financial gains achieved within your RRSP are 
allowed to grow without the hindrance of taxes. The chart* on the previous page 
illustrates how money contributed on a regular basis benefits from compounded 
growth. Although Investor 1 contributed for a shorter period than Investor 2, 
Investor 1 still accumulated more savings due to compounding.

That said, Investor 3 demonstrates that investing earlier and spending as much time 
in the market as possible is clearly the most advantageous.

Flexible, long-term investment strategies and diversification RRSPs offer a lot of 
flexibility in the choice of investments. Qualified investments range from GICs, 
mutual funds, bonds, stocks and even mortgages. Those who invest over the long 
term in an investment portfolio diversified by companies, sector, geographic region 
or market capitalizations are often better positioned to handle the natural ups and 
downs of the markets and reach long-term investment objectives. As an important 
first step, talk to your financial advisor about creating a long-term investment 
strategy for your RRSP to help build the savings you need to fund your retirement.

Don’t forget! 
March 1st, 2010, is the RRSP deadline for 2009!




