Tax-Free Savings Account
The Tax-Free Savings Account (TFSA) is a savings plan that allows Canadians to invest and earn
tax-free returns. Any income (interest, dividends, and capital gains) earned is tax-free.
Features

Benefits

•

A variety of investments can be held in a TFSA (e.g.
cash, GICs, mutual funds, bonds, stocks, and more).

•

You can contribute up to $5,500 a year.

The Tax-Free Savings Account (TFSA) is a savings plan
that allows Canadians to invest and earn tax-free returns.
Any income (interest, dividends, and capital gains)
earned is tax-free.

•

There is no tax on interest, other investment
earnings or capital gains.

•

Withdrawals are tax-free and you can make
withdrawals at any time.

•

Withdrawn amounts can be re-contributed in later
years.

•

Unused contribution room is carried forward
indefinitely.

•

There are no restrictions on how the funds are used
once withdrawn.

•

Withdrawals do not affect eligibility for federal
government benefits.

•

Savings grow faster because earnings are tax-free.
This may be especially beneficial if you are in a
higher tax bracket.

•

Withdrawals can be made whenever you need to
without tax consequences and be re-contributed in
a later year.

•

There are no restrictions on how the money is used.

•

Withdrawals don’t affect eligibility for income-tested
benefits like Old Age Security and GST credit.

•

You can keep it for life. There is no requirement to
close/convert your TFSA at a set age.the deceased’s
death, as well as applicable professional groups and
associations as required.

Who’s eligible?

How can I use it?

The TFSA can be opened by a resident of Canada who
has reached the age of majority. Although for some
provinces the age of majority is 19, a Canadian resident
that is 18 years old would still accumulate the $5,500
contribution room this year for the following year even if
they are not eligible to open the account yet.

•

You may be able to transfer existing funds from a
taxable account into a TFSA for tax-free earnings.
(There may be tax implications to consider.)

•

If you have already maximized your RRSP
contribution, you can contribute your excess cash
into a TFSA.

•

If a family member has no earned income for the
year for an RSP contribution, you can give them
funds to contribute into their own TFSA.

•

If you foresee the potential need for early access
to funds, consider opening a TFSA because
withdrawals from TFSAs are not taxed.

Although contributions can be made when the account
holder becomes a non-resident of Canada, there would
be a penalty tax applied on those contributions.

Tax-Free Savings Account

Why open a TFSA?
Earn income from your investments tax-free. The graph
below demonstrates the potential difference between
investing in a TFSA vs investing in a taxable account.

What’s the difference between a TFSA
and an RRSP?
Feature
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Tax-Free Savings
Account (TFSA)

There is no
requirement to
convert the TFSA
to an income
payment option.

Withdrawals are
taxable in the year
of withdrawal (with
some exceptions).
Any amount
withdrawn cannot
be added to your
contribution room
in the following
year.
An RSP must be
fully withdrawn
or be transferred
to a Retirement
Income Fund (RIF)
or annuity by the
end of the year you
turn 71.
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