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Your Monthly Newsletter

The purpose of this newsletter is to share insights and expertise. Our goal is to ensure that our clients are well informed of
changes affecting local business decisions and our investment recommendations. We believe Knowledge Pays and we want

our knowledge to help pay for you.
RRSP AND TFSA OVERCONTRIBUTIONS — WHAT TO DO IF YOU MAKE THIS MISTAKE

Overcontributing to your RRSP and/or TFSA can expose you to unnecessary penalties
and can be time consuming to reverse. As a client, allowing SWM to access your CRA
My Account can help avoid this problem. Below we explore this issue in more detail.
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Overcontributing to RRSPs

Your RRSP contribution room is noted on your previous year’s notice of assessment
and can easily be found online at CRA My Account. Your RRSP contribution room does
not grow as you earn salary throughout the year but instead is bestowed to you after 2year 0.30%
filing your income tax return.

90 day  0.10%

1year 0.19%

5year  1.02%
Overcontributing is easier than you think, especially if you are making monthly RRSP

- _ , 10 year 1.54%
contributions, via an employer plan or otherwise, or you make several lump-sum

contributions throughout the year. We have several clients that have recently 30 year  2.00%
received a past service pension adjustment (PSPA) tax slip, from their employer U.S. Treasu
S. ry

sponsored pension plan, that has caused a significant overcontribution problem.
90 day  0.02%
Generally, you have to pay a tax of 1% per month on excess contributions that exceed

your RRSP contribution limit by more than $2,000 unless you withdrew the excess 1 year
amounts or contributed to a qualifying plan. The $2,000 is a buffer for accidental 2year 0.15%
overcontributions while contributing to a qualifying plan allows you to contribute to
an employer-sponsored registered savings plan taking into account current year’s

0.07%

5year 0.82%

employment earnings. 10 year  1.60%
How to unwind an overcontribution? 30 year  2.35%
1) Note your RRSP contribution limit and calculate the excess contributions. This is Canada
easier said than done, as contributions made in the first 60 days of the year can be Prime Rate
used in the previous tax year, complicating the calculation. Be sure to change 2.45%
savings plans to avoid the problem next year. U.S.
Over-Contribution Prime Rate
f ﬁ 3.25%
Exchange
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CAD/USD 0.802

RRSP
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JPY/USD  109.0
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2) Withdraw the overcontributed funds as soon as possible. There are two ways to withdraw an RRSP over-
contribution, either through a deregistration which is subject to withholding tax or by submitting form
T3012A to CRA to request a waiver of the withholding tax. Although using form T3012A avoids
withholding, it can only be used in specific circumstances and is a time-consuming process through
regular letter mail where CRA approval is required prior to a withdrawal. As time is of the essence with
overcontribution withdrawals, it may be advisable deregister the funds with tax withheld. The tax
withheld may be claimed as tax paid on your return.

3) On your personal tax return the amount withdrawn will be included in taxable income. However, you
may be able to deduct an amount equal to the withdrawal if you received it in the year that it was
contributed, in the following year or in the year you were sent a notice of reassessment for the year you
made the contribution. In addition, you must have reasonably expected to be able to fully deduct the
contributions when you made them. To receive the deduction, form T746 must be used to calculate the
deduction for refund of unused RRSP contributions and must be filed with your tax return.

4) File form T1-OVP to calculate the penalty owing on each month you have over contributed. Note that this
form is onerous to complete. In addition to the penalty tax, there is a late filing penalty and daily
compounded interest that may be assessed. It makes sense to pay the penalty immediately to avoid
further interest and penalties. Then contact the CRA to discuss the overcontribution and see if reprieve is
available. Filing form RC4288 to request the relief may be required. The CRA considers waiving the
penalty tax if the excess contribution was due to a reasonable error and you have taken reasonable steps
to eliminate the excess contributions.

Overcontributing to TFSAs

Canadian residents who were 18+ years of age as of 2009, total TFSA contribution room is $75,500. That
said, TFSA overall contribution room grows with the TFSA account balance. If your TFSA is worth $100,000
today, you can withdraw $100,000 and recontribute the $100,000 next year. The #1 reason for TFSA
overcontributions is investors withdrawing from a TFSA and not waiting until the next year to recontribute.

There is no $2,000 overcontribution buffer for TFSAs. Fixing a TFSA overcontribution is largely the same as
an RRSP overcontribution:

1) Calculate the TFSA overcontribution. You must file form ‘schedule A — excess TFSA amounts’ which
also has a table to help calculate the over contribution as well as penalty tax payable.

2) Withdraw the overcontribution as soon as possible
3) Pay the 1% monthly penalty tax
4) Ask CRA to waive the penalty tax
RRSP and TFSA contribution room can be viewed online via CRA’s My Account.

As an SWM client, we can help you avoid overcontributing to your registered plans.

If you allow us to access your CRA My Account, we are able to verify your available
contribution amounts before your contributions are made, ensuring that you do not
overcontribute.
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ECONOMIC TIDBITS INFLATION CONCERNS PUSH INTEREST RATES HIGHER & RATES + HIGHER = LOVE FOR VALUE

e Since January, inflation expectations have ramped US 30-Yr Treasury Bond Yield - 3-Yr Chart
higher as prices of essential goods (oil/gas, food, (Back to Pre-COVID Levels)

housing, autos) have spiked. Inflation of financial 4%
assets also reinforce this price trend. Higher inflation 1o

may solve elevated debt levels but higher inflation 3%
means higher interest rates and interest payments. 2%
Markets are essentially forcing governments to see

if the global economy can stand on its own or not. ul1s Jon 19 il 13 Jul20 ma 1%

e The rapid rise in commodity prices and interest
rates instigated a regime change in equity market
leadership from growth-oriented technology stocks
to value-oriented financials, industrials and energy
stocks as well as cyclical stocks in general. This
resulted in the greatest short-term outperformance
of the S&P 500 versus the Nasdag 100 in 20 years
and benefitted indices like Canada’s TSX. e

LE JIT A “JUST-IN-TIME” RUNDOWN OF OUR CURRENT INVESTMENT THEME

Pipelines Oddly Trading at a Historical Discount Amidst a Major Rally in Energy Prices and Stocks
e TC Energy Corp (TRP) and Enbridge Inc. (ENB) are two ideas related to this theme.

e TC (aka TransCanada) trades at ~11.5x trailing EV/EBITDA, a discount to its historical valuation of 12x, the
smallest premium to peers in several years and a rare discount in a stock market that is trading above its
historical average. TRP should generate meaningful earnings over time as a core distributor of Canadian
long-life energy. TRP, like most pipelines, have barely reacted to the rally in oil prices and the likely boost
to Canadian oil production and transportation requirements. Further, Brookfield Infrastructure’s bid for
Inter Pipeline shows that there is institutional investor interest in pipelines, highlighting their value.

e Enbridge trades at ~12x trailing EV/EBITDA, in line with its historical valuation and the smallest premium
to peers in years. Like TRP, Enbridge should benefit from stable to rising Canadian oil and gas production.
Further, Enbridge’s regional natural gas distribution network may soon look like a prize asset as pension
funds have difficulty finding inexpensive infrastructure assets amidst a market frenzy for renewable
energy projects, which was previously pension funds’ bread and butter for growth over the past decade.

Key risk points: Both stocks have accumulated large debt loads to build out their infrastructure so higher
debt costs due to economic stress would impact these stocks in particular. Both stocks also have energy
market exposure which makes them sensitive to economic cycles and energy prices.

JEANNINE’S TIP O’ THE MONTH Replays for Recent SWM Webinars

We invite you to watch the replays of our recent webinars:

Money For Good: How Your Investments Can Make the World Better
&

CanAmerican Cautionary Tale: Investing Pitfalls Facing Americans Living in Canada

M Steele Wealth Management | RAYMOND JAMES



https://www.steelewealthmanagement.com/taking-stock-with-steele/videos-and-interviews
https://www.steelewealthmanagement.com/taking-stock-with-steele/videos-and-interviews
https://www.steelewealthmanagement.com/taking-stock-with-steele/videos-and-interviews
https://www.steelewealthmanagement.com/taking-stock-with-steele/videos-and-interviews
https://www.steelewealthmanagement.com/taking-stock-with-steele/videos-and-interviews

Taking Stock with Steele | Your Monthly Newsletter

This newsletter has been brought to you by Steele Wealth Management

Brian Steele, CA, CPA, CFA | Jeannine Campbell | Laura Prust, CIM, CPCA
Kelly Edmonds | Nudrat Ahsan | Elizabeth Kernohan | Sam Ryder, CFA | Matthew Bell, CFA

Phone: (519) 883-6030 Toll-Free: 1 (877) 642-6408
Email: steelewealthmanagement@raymondjames.ca
Address: Unit 1, 595 Parkside Drive | Waterloo, Ontario | N2L 0C7
Website: www.steelewealthmanagement.com
To opt out of receiving this newsletter, please reply to this e-mail with the word “Unsubscribe” in the subject line.

If you know someone who would benefit from receiving this newsletter, please forward it to them and let them know they
can subscribe by emailing us at:

steelewealthmanagement@raymondjames.ca

Any bond, debenture or preferred share ratings listed within this newsletter are those of DBRS (Dominion Bond Rating Service).

All rates mentioned within this newsletter are as of March 16, 2021, unless otherwise stated. Rates have been sourced from Bloomberg. All stock
information has been sourced from Market-Q.

This newsletter has been prepared by Steele Wealth Management and expresses the opinions of the author and not necessarily those of Raymond
James Ltd. (RJL). Statistics, factual data and other information are from sources RJL believes to be reliable but their accuracy cannot be
guaranteed. This newsletter is furnished on the basis and understanding that RJL is to be under no liability whatsoever in respect thereof. It is for
information purposes only and is not to be construed as an offer or solicitation for the sale or purchase of securities. RJL and its officers, directors,
employees and their families may from time to time invest in the securities discussed in this newsletter. This newsletter is intended for distribution
only in those jurisdictions where RJL is registered as a dealer in securities. Any distribution or dissemination of this newsletter in any other
jurisdiction is strictly prohibited. Securities-related products and services are offered through Raymond James Ltd. Member-Canadian Investor
Protection Fund. Insurance products and services are offered through Raymond James Financial Planning Ltd., which is not a Member-Canadian
Investor Protection Fund.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the
prospectus before investing. The indicated rates of return are the historical annual compounded total returns including changes in unit value
and reinvestment of all distributions and do not take into account sales, redemption, distribution or optional charges or income taxes payable
by any security holder that would have reduced returns. Mutual funds and other securities are not insured nor guaranteed, their values change
frequently and past performance may not be repeated.

As the investment products listed in this newsletter may not be appropriate for everyone, a recommendation would only be made following a
personal review of an individual’s portfolio and risk tolerance.
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