RRSP PLAN

(Canadian Worker Co-op Federation)

Questions and Answers

Re:  Self-Directed RRSP's for Co-op Investments
ARE CO-OPERATIVE SHARES ELIGIBLE RRSP INVESTMENTS?

Many types of shares in co-operatives are eligible investments in an RRSP. These qualified investments include common, membership, preferred or investment shares.  Qualified investments also include any type of these shares purchased using patronage allocations. One exception to this eligibility is the membership shares of consumer co-operatives, i.e. shares required for membership in a co-operative that one can reasonably expect to pay a patronage allocation in respect to consumer goods or services.  These types of shares are not eligible. 

To determine whether or not your shares are RRSP eligible your co-operative must have an independent accountant (CA, CMA, CGA) confirm the shares’ eligibility by a review of the co-operative and the appropriate sections of the Income Tax Act. The accountant must complete a form developed by Concentra Trust and provided to your co-op by the CWCF. The completed form confirms the eligibility for each individual investor who is making the RRSP contribution. 

HOW CAN THIS HELP MY CO-OP?

Because the RRSP defers the payment of income tax, it directly benefits the members by reducing their current year’s income tax, which allows before-tax dollars to be invested by the member into the co-op. It also means that the large pool of capital which members and non-members have already placed in RRSPs becomes a potential source of capital for the co-op.

WHAT IS A SELF-DIRECTED RRSP?

A self-directed RRSP in one in which the individual (called the "plan-holder) determines which and what types of investments are to be held.  The individual sets up a self –directed contract under a government approved Registered Plan. The CWCF has such a Plan, which has been registered through Concentra Trust.

CAN CO-OP SHARES I'VE INVESTED PREVIOUSLY BE PLACED IN MY RRSP?

Yes.  The provision making co-op shares RRSP-eligible applies to both contributions of new co-op shares, and to the rolling over of currently owned shares.  If you're rolling current shares into your self-directed RRSP, this is called a contribution "in-kind".  This is the simplest way to make a contribution. One just buys the shares from your co-operative in the usual way and then uses them to make the contribution on the appropriate forms provided by the CWCF.

CAN I USE MONEY IN AN EXISTING RRSP TO BUY SHARES IN MY CO-OP?

Yes, you can take money from an existing RRSP and transfer it into your self-directed RRSP, and purchase new shares in you co-op as part of your new Self-Directed RRSP. This is called a Transfer In and the CWCF provides specific forms to complete this type of transaction.   

HOW DO I DETERMINE THE "MARKET VALUE" OF MY SHARES?
This is a very important question.  Even though most co-ops have par value shares, the "market value" is the relevant measure used by the Canada Revenue Agency (CRA) to determine the value of the shares you are placing inside your RRSP.  It is essential that you realistically estimate the market value of your shares at the time of making the RRSP contribution.  For most purposes the par value is the appropriate value.  However, the safest way to determine market value is to have a business appraisal done.  As this is impractical for most co-ops, we make the following suggestions to assist you in valuing your shares.

Generally, the market value of a share would be the amount the member would receive for that share if the co-op were dissolved, and the proceeds distributed, on the day of valuation.  The simplest way to value your shares may be, in fact, to take the par value.  However, if your co-op has been operating with substantial losses, you will either have to allocate the losses to the shares to reduce their true value, or else have a very good justification for claiming their market value is still their par value. If you are purchasing new shares, the market value will be the price you pay.

WHO IS RESPONSIBLE FOR DETERMINING THE MARKET VALUE OF SHARES?

It is the individual plan-holder's responsibility to ensure the shares are contributed at their "market value”.   It is each individual's responsibility to ensure that the market value reported is accurate.  If an individual is audited by the CRA, she or he is legally responsible to defend the accuracy of the share valuation.  To meet this requirement, the investee co-operative is required to complete a form called “Issuer Representation Letter” which provides the current market value of the shares. The CWCF provides this form. 
WHAT ARE THE RESPECTIVE RESPONSIBILITIES OF THE CWCF, EACH CO-OP AND THE PLAN-HOLDER UNDER THE CWCF GROUP PLAN?

For a full explanation, each plan-holder is responsible to read the complete Agency Agreement.  Please note that samples of all required documents are attached to the Agreement, so that your co-op will not need to draft any documents, but simply use those provided as required in each particular case.  What follows is a brief summary of each party’s responsibility. For complete instructions see the CWCF’s “Self-Directed RRSP

Support Manual for Co-operatives”.
1.  The CWCF will market the group plan to its members, provide information about the group plan,  provide all required documentation and receive and verify completeness of documentation.

2.  CWCF will carry out all required administration of the Plan including issuing receipts to the plan-holder for tax deduction purposes, keeping the accounting records for the plan, providing annual statements to the plan-holder and reporting to the CRA.

3.  The Co-op will sign the Agency Agreement in triplicate, remit administration fees annually to the CWCF and receive from its members the required documentation, verify its completeness and forward it to the CWCF. An officer of the Co-op must also confirm the market value of the shares being contributed to the SD RRSP.

4.  The individual plan-holder will complete and sign the following:  (1) the self-directed RRSP application form, (2) the member authorization form, (3) the Small Business Shares Annuitants Declaration (4) Fees Schedule, and (4) a Deposit Form. 

IS THERE AN ANNUAL FEE FOR THE SELF-DIRECTED RRSP?

The individual plan-holder pays an annual fee of $50 (including HST) subject to any fee changes the CWCF deems necessary. This fee is collected by the Co-op and remitted by the Co-op as noted in above.

DOES MY CO-OP HAVE TO BE A MEMBER OF THE CWCF FOR ME TO TAKE ADVANTAGE OF THIS RRSP PLAN?
Yes, your co-op must be a CWCF member.  If your co-op is a worker co-op, it becomes a Regular Member; if another type of co-op, then it becomes an Associate Member.  If your co-op has not become a member, it may join by completing the appropriate attached application form (p. 5 or p. 6 of this document, below). Annual dues for Associate Member Co-ops that use the RRSP program are $100.  Annual dues for Regular Worker Co-op Members are $50 for the first year, then on a sliding scale.  For more information contact Hazel Corcoran, Executive Director (re: membership) at 403-276-8250 – hazel@canadianworker.coop or Peter Hough, Financial Officer (re: the RRSP Program), 902-678-0473 - peter@canadianworker.coop.   

WHAT IS THE DEADLINE FOR THE CO-OP TO RETURN DOCUMENTATION AND CHEQUES OR SHARES TO THE CWCF?
Each time a member applies for, or makes an additional contribution to, a self-directed RRSP under the group plan, the co-op must receive and remit required documentation within 5 business days to the CWCF.  However, in the second half of February, the end of “RRSP season”, the co-op must ensure that any new self-directed RRSP application form is faxed by the last day of February to CWCF, at fax number 902-678-1351.  The co-op must then mail the completed package (regular mail is accepted, as long as it’s mailed out by that year’s RRSP deadline) to the CWCF Financial Officer in Kentville, NS.  

WHAT KINDS OF INVESTMENTS CAN I PLACE IN A SELF-DIRECTED RRSP UNDER THE CWCF GROUP PLAN?

Only the following are eligible instruments:  eligible securities in participating co-ops.  

ARE MEMBER LOANS IN MY CO-OP, IN ADDITION TO SHARES, ALSO ELIGIBLE?  

Yes, but only where there are more than 100 members in your co-op and certain other conditions are met.  If you want to take advantage of the self-directed RRSP provisions, in most cases you will have to convert your loans into shares.  

HOW MUCH CAN I CONTRIBUTE TO A SELF-DIRECTED RRSP?

The same limits that apply to RRSP contributions generally apply to self-directed RRSPs.   Your deduction limit appears on the Notice of Assessment sent to you by CRA.

IS THERE A LIMIT TO THE $ VALUE OF MY CO-OPS SHARE I CAN HOLD IN MY SD-RRSP?

If you co-op has 10 members or less you can only hold a maximum of $25,000 in shares in your co-op in your SD RRSP.

ARE THERE ANY DOWN-SIDES TO PLACING MY CO-OP SHARES IN A SELF-DIRECTED RRSP?

There is a certain level of risk associated with placing all or much of your RRSP investments inside your co-op.  If your co-op fails, you will have lost the RRSP funds held by your co-op.  This risk will have to be weighed by each individual as you decide whether to place co-op shares, or more secure investment instruments, in your RRSP.  On the other hand, if you would not be contributing to an RRSP outside your co-op anyway, by investing in your co-op shares inside an RRSP you are not incurring any additional risk.  The level of risk you are comfortable with in your RRSP is something only you can decide. 

Canadian Worker Co-op Federation
(Incorporated in 1992)

WORKER CO-OP MEMBERSHIP APPLICATION FORM

I hereby apply for membership in the Canadian Worker Co-op Federation and agree to comply with its bylaws and policies.

Name of Co-op (please print)


Address 


Tel
Fax 


Email
Website 


Name of designated representative


Signature of President/CEO


Date 
 Witness


Enclosed is $ _______.___ 

___ initial membership fee ($50), or

___ equalling .0015% of the wages paid for our 

last financial year: ________(start date) to ________(end date) (must be a minimum of $50; maximum of $3,000 for very large co-ops)  

___ I have completed the attached web site info form (last page).

Approved by the Board of Directors of the Canadian Worker Cooperative Federation. 

Date 
 Executive Director

Canadian Worker Co-op Federation
 (Incorporated in 1992)

ASSOCIATE MEMBERSHIP APPLICATION FORM

I hereby apply for associate membership in the Canadian Worker Cooperative Federation and agree to comply with its bylaws and policies.

ORGANIZATIONAL MEMBERS

Name of organization (please print)


Address 


Tel
Fax 


Email
Website 


Name of designated representative


Signature of President/CEO


Date 
 Witness


___ Enclosed is 


    A ____ $100, associate member dues (RRSP planholders) , OR

    B  ____ $500, associate membership dues (non-RRSP planholders). 

___ I have completed the attached web site info form (last page).

Approved by the Board of Directors of the Canadian Worker Cooperative Federation. 

Date 
 Executive Director


Information to be Published on the CWCF’s Website

As a resource for our members, colleagues and supporters, we wish to maintain a comprehensive list of links to co-op development organizations, member co-ops in Canada, worker co-ops in the U.S. and relevant international organizations on our website.

As a member of CWCF, your co-op or organization will be listed on our website. Please respond to the following.

___ We do not want our co-op or group to be listed on the CWCF website.

A short description (2-5 lines) of our co-op’s business or organization to be included on CWCF’s website is:

___ We do not currently have a website and our contact information to publish instead on the CWCF website is:

___ Same as in our application above, or

___ The following:

Address 


Tel
Fax 


Email


___ We have some electronic photos of our co-op location/members at work that we will forward for inclusion on the CWCF’s website.

