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FINANCIAL LIFE STAGES

Il INCOME TAX

Don’t let your nest egg get fried

How you dip into your RRSP can have
a big impact on how much the taxman
takes, MARJO JOHNE Writes

you're retind and ready to
atart dipping into your nest
egg. Unforumnately, so is the tax-
man, who can take as much as half
of the BRSF money you withdraw,
depending on your toial income
each year andwhere you live.
While yous can't avoid pening tax-
£ 0n perion income, finand al ex-
perts say there are ways to min-
mize the porfion 2 Revenue
Ag ency takes from your RREP mon-

E!‘I'Isui Rechishaffen, president and
chief executive officer of TaDelta
Finand al Partners, 8 finandal plan-
ning compamy in Toronto, offers
what he considers to be the first
guideine. “Bvery & financial
situation is different,” hesays.

“But the general nile i that you
wiould firstwant o wse money that
it oot tex-sheltered before wing
e -sheltered money.”

Canadian law requirs BRSP-
hollers to either cash out their
money or comvert the BRAP into a
regittered retinement income fund
(BRIF), or into alife or term anms ty
when they reach the age of 6a.

Mot le choose the RRIF
Toute, W comes with a min-
imum withdrawal requirement
hased on the age of the fund-hokder
and the BRIFs fair-market value of
the fund at thestart of the year. The

our've spent yeamn comtrbt-
ing o an REESP and now

1f you have other sounces of in-
come, sich as dividends, stocks or
real estaie, then tap inio these fimt
and take out only the o m re-
quinad amount from your BRIE ad-
vises Mr. Rechishaffan.

Why? Because persion income
— whether its money from a RRIF,
an annuity or & COMpany penson
plan — i taxed &s regular income,
which wiorks out higher than ta on
dividends or capial gaine from
atocks or real estate.

“In Ontado, for example, at the
highest tax rate you'd be paying
about 46 per cent on e in-
come, versss  capital-geine  tax
which woukd be atwout 23 percent,”
says Mr. Rechihaffen. “THvide
from Canadian companies would
teteced alitdebithigher than capi-
tal gaina but sl lass than pens on
income.”

Withdrawing omly the minimam
required amount ako allows the
reat of your money to continue to
grow tex-fresin the REIR

Een Ingreham, 8 resident of
Uniomdlle, Ont., w]:lo retired from
nnya] Trust 17 yem agn, is follow-

Mr. Rechishaffens advice and
ul awing only the minimum
amount from his RRIF

“I comsider the RRSF money as an
eEira — we use it o go on trips o
P]ocddn and things like that” says

Mr. Ingraham, whose wifeis alhnre-
tiredl, “If I didn't have the RESP I'd
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I'ssmart totap other sources of income, such as divid ends stocks or real estate, before vt hdrawing money from your registered account dudng
retirement , says Ted Rechishaffen, president and chisfexerutive officer of TriDelta Pinancial Partners.

Dion Milson, a priocipal at Van-
couver-based tax accountants Bil-
s0m & Co., says refired couples can
also reduce their minimum RREIF
withdrawal amount — and conse-

calculate their withd rawals based
on the age of the younger spouse.

The time to do this, says Mr. Bl-
aom, iswhen you comver tyour RESP
into AREE
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Does your retirement plan have zero protection

If the market takes a turn for the
wiorse, will you be left with a
depleted portfoho and zerc time
1o racover? After you retire, would

ot s locking in your money the
only way to protect it and create a
reliable moome? Will you still need

a downtum significantly reduce

your retrement income?
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against a market downturn?

solution — IncomePlus. It turns
retirerment thinking on its head.

Turn this ad on its head

access to poten fal market growth to sea how.
10 ensune your savings last?
We're with you in providing the M Manulife Investments

With you every step of the way*
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ouir or the age of your pouse
Fe the hadk for LE‘&;-.m ey e
for how much you have to take out
throughout the rest of your life * he
enxplaine.

“It coukd be agood id ea to optun-
der your apouse’s age if you doo't
meed towithdraw asmuch or ﬂ}lou
wantyour money o last longer!

If you hawve almady comverted
yourr RESF to 8 RRIF and now wish
you had submitted the younges

artnerk age & the basis for calou-

ation, don't despair, says Mr. Mil-
son: “Transfer your BRIF to & new
one andre-e ect touse your young-
er spoumsl age under the new ap-
plication.”

Butwhat if you nead to take more
ﬂm.u the minimum redquirament

et BRIF S honld yonjust ae-
cept fact thnt;u:u I.Ihe taeed at
the going rate for earned wages?

Yex and no, say the experts.
Therek nogetting around the
al and proviocial tex brackets that
aresel in the stone of Canadian law,
bast there are ways to shave a few
dollans off your income-te bill.

One way i to take early advan-
tage of faderal and provincial @x
cradits, which apply o the fimt
42,000 of pemsion income (an in-
crease from the previows $1,000
ceiling). Por Canadians 65 yean or
oblder, thess credits apply to certasin
types of pens on income, but not to
money taken directly from an BREP.

Instead of wai ting untl youke 63
toroll your BRSF into & RRIF, many
experts recommend setiing up &
BRIF at age 65, putting in$ 10,000 of
your RESP money and then with-
drawing $2,000 each year untl you
turn 68, This provides you withup
o %2,000 of pension income tex-

Online bonus: Converting your RRSP

One of themos impontant d ecisions
an RRSP-holkder faces is what to do
with the maoney in the retirement sa-
ings plan atage 69. For complatede-
taily abot Wiy you f 82 L0 Conven
woar RRSPand the mainootions

fres or nearky tex-free for five years.

A faderal govermment plan to al-
lowr pemsion-income spli thing could
akohelp retired couples lower their
tewes, aaye Karen Yull, & princpal
with Grant Thornton LLE a tax ac-
coiunting firm in Toronto.

The proposad change would let
[= e agedd 65 years or olderaplit
1:Lcmunml—'d eﬁmﬂn au!ilmsp,nnm or I;ﬂfé
time anmuity under B registered
pemion plan. (Couples under age
&5 can aplit income from an RESP
comver ted into a lifetims anmiity)

“Zo if you're getling $40,000 a

par in anmity and your a8
hu"t cuntr!h?ta o :plmf?hlen
when you file your tax return you
can elect o trandfer half of your
$40,000 to your |ower-inoome
apouse,” says his. Yill.

To get the most owt of their
BRSFs, Canadians should have atax
atrategy in place yeans befon they
plan to retire, & ays br. Milion.

As anexample, he ctes & 65 -year-
od widow with en income of
$15,000 a yeer but close to$1-mil-
lion in RESPs from her deceassd
hushand. When the woman terns
70, the minimum withdrewal for-
i la for BRIF income would push
her into a much higher income tax
r:rmet'rolmm heimmeiu]::i

ater years, Mr. Milkon sugges
she atart cashing in some of her
BRSPS, but not so much that she
goes up another tax bracket

"By withdrawing some of the
money now, she'll be paying 216
per cent on that income,” says Mr.
Hilson. “But doing this now lowems
the minimum withdrawal amont
she'llhave to take outin the future.”

Special to The Gloke ard Mail

available, 85 well a5 details abon
hiorwito withd e wmoney om a regis-
verad refrenment income fund (RRIF),
528 “Howio tum on themoney spig-
Ot" 81 WWW.t Negloheandmall.com,/
partners fires Ifestages,”



