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As companies scramble to attract and retain skilled workers in a market 
characterized by an aging workforce and increasingly labour shortage, 
they are becoming very creative in designing new 
employee perks in order to compete. 
 
What are the most popular benefits? A new study, 
the first of its kind in Canada, ranks all 39 catego-
ries of taxable employee benefits in terms of the 
percentage of organizations offering them. 
 
Conducted by the Canadian Payroll Association 
(CPA), the study contains some startling surprises. 
Yes, Canadians continue to place a high value on 
financial protection, with group term life insurance 
(offered by 61% of organizations) and disability 
benefits (42%) among the most popular perks. 
 
But also at the top of the list are tuition fees (42%) 
and professional membership dues (39%). “What this says is that Cana-
dian workers appreciate professional development opportunities. They 
want to continue to learn and grow on the job,” says  Richard Rousseau, 
chairman of CPA. 
 

Car allowances (46%) are the second most popular benefit. 
“Drivers are very aware of rising gas prices and insurance 

premiums, and a benefit that offsets some 
of this pain is very attractive,” Rousseau  
explains. “In the future, we’ll probably 
see  
transit passes being offered more and 
more as gas prices continue upward and 
employees want to work for ‘green’ com-
panies.” 
 
Another interesting fact unearthed in the 
study is the relatively high importance 
placed on counselling of employees 
(21%). “This  
probably reflects two positive trends,” 
says Patrick Culhane, CPA’s president 
and CEO. “Employers are recognizing 

the detrimental effects of stressful work environments and are 
taking steps to counter it. As well, people are more open now 
to using these services because there seems to be less stigma  
associated with mental health issues today.” 
 Continues on Page 4 

Maxing Out Your Canadian RRSP  
By Andrew Beattie  

ary marks a hazy line in contributions, it is the last 
chance for Registered Retirement Savings Plan 
(RESP) contributions and is also considered the time 
to max out any remaining room on your regular 
RRSPs, either by setting up financing (taking a loan) 
or transferring disposable income to your RRSP ac-
count (using cash). The soft limit of January is soon 
followed by the absolute line of March 1, the day 
your tax year resets as far as your RRSP contributions 
are concerned. In this article, we'll look at some of 
the issues surrounding RRSP contributions.  
 
Paying Off Debt Or Saving For Retirement? 
Although most of the popular information on RRSPs 
makes it sound like you should start one right after 
the doctor frees you from the womb, now is as good a 
time as any. The RRSP is often described as the best 

government created program to assist 
citizens in preparing for retirement. If 
you were born after 1970, however, 
there is a 
very good Continues on Page 2 

When the calendar year draws to a 
close, many Canadians are deluged 
with advice, free and otherwise, about 
what to do with their Registered Re-
tirement Savings Plan (RRSP). Janu-
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chance that it will be the only government program when it comes time 
for you to retire.  
 
The best way to start an RRSP is by regular contri-
butions. These are automatic withdrawals that you 
can set for just after payday so that you're never 
tempted to skip a month. 
 
There is confusion over whether it is worth starting 
an RRSP while still owing on consumer loans (lines 
of credit, credit cards, car loans, etc.). From a num-
bers perspective, it is always more financially sound 
to pay down the debt first because servicing debt has 
a guaranteed rate of return in increased disposable 
income as the debt is reduced, whereas investing of 
any kind carries risk.  
 
Paying off the Mortgage or Adding to the RRSP? 
Mortgages and student loans fall into the gray area of debt when it comes 
to RRSPs. These debts are usually long term and low interest. Student 
loans even carry a tax deduction themselves. Again, from the numbers 
perspective, when you are young, paying down your mortgage should 
take priority over most investments. Paying down your mortgage faster 
now will save you a lot in interest payments in the future. As such, your 
mortgage should take priority thanks to the guaranteed return you earn in 
interest savings.  

 
This is a fact that most people find disagreeable for reasons 
outside of the numbers. There is a sense of future security 

that comes from maxing out your RRSP every 
year, regardless of whether you are making 
money in it or not. This desire to balance mort-
gage responsibility with the psychological edge 
of investing for retirement has led to many 
different tax strategies. One of the most popu-
lar is the system of maxing out your retirement 
savings plan and using your tax fund to make 
an extra payment on your mortgage. It keeps 
you in debt for longer than if you simply used 
the money against your mortgage instead of the 
RRSP limit, but it balances financial and psy-
chological necessities. 
 
There is nothing wrong with investing for re-
tirement while paying your mortgage. Doing so 

is much better than piling up consumer debt while paying 
your mortgage. If you do decide to go all out on your mort-
gage, you will still have to switch later and go all out on your 
RRSP once your mortgage is paid off. You can't cheat and 
make debt management count for retirement planning or vice 
versa, but the two are interlinked. In the end, this decision 
probably comes down to a personal choice. 

~ Andrew Beattie 

Continuation from Page 1 (Maxing Out Your Canadian RRSP) 

The Healthcare Spending  
Account Alternative 
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Healthcare Spending Accounts (HCSAs) have 
become a popular alternative to traditional 
group health and dental plans. They are practi-
cal, affordable, flexible, and a cost-effective 
way to meet the changing needs of many em-
ployers and diverse needs of their employees.  
Many employers are considering HCSAs as an 
alternative when reviewing or initiating their 
employee benefits plan. It is important to take 
the time to understand the ins and outs of 
HCSAs to determine if they are an appropriate 
solution.  
 
How HCSAs Work  
Healthcare Spending Accounts are pre-
determined amounts of money provided to 
employees at the beginning of each benefit 
year for coverage of their medical and dental 
expenses.  
This amount is held in trust and claims are 
submitted by employees and reimbursed in a 
similar fashion to a traditional benefits plan. 
Eligible expenses are reimbursed at 100 per 
cent up to the total dollar amount available in 

the HCSA. A Healthcare Spending Account can 
replace or exist alongside traditional medical 
and dental coverage.  
These accounts ensure controlled benefit costs 
for the employer and complete claim flexibility 
for the employees.  
At the beginning of each benefit year, the plan 
sponsor determines the amount of HCSA dollars 
available in each employee individual account 
(normally by class of employee). For example, 
executives could receive $5,000 per year and all 
other employees $1,000 per year.  
Employees and their families can then claim 
from these accounts to cover Canada Revenue 
Agency (CRA) approved health and dental ex-
penses, which they encounter throughout the 
benefit year. This allows flexibility for employ-
ees to claim the expenses which are unique to 
their own families, rather than restricting them 
to the dollar limits and specific expenses an 
employer may set out in a traditional benefits 
plan. One employee can replace his glasses and 
another can pay for their children's orthodontics.  
Under the Income Tax Act, any item that quali-

fies for the Medical Tax Credit is 
eligible for coverage through an 
HCSA. Often this definition of eligi-
ble expenses is broader than that of a 
traditional employee benefits plan, 
allowing for additional flexibility for 
employees and executives in particu-
lar.  
 
Tax Advantages  
Healthcare Spending Accounts pro-
vide a way for plan sponsors to de-
liver benefits to their employees using 
pre-tax dollars. As with a traditional 
employee benefits plan, an HCSA is a 
private health services plan. The plan 
cost is a tax-deductible business ex-
pense and the benefits are received 
tax-free. This can be a significant 
advantage for owners, executives, and 
key employees as they can pay for 
significant medical and dental ex-
penses with corporate dollars in the 
most tax effective way possible.  
To be considered a tax-deductible 
expense to the plan sponsor, an 
HCSA must be a preset limit which is 
100 per cent employer funded. The 
funds  Continues on Page 3 
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cannot be used to purchase additional insurance such as life insur-
ance. The amount of reimbursement is limited to the amount allo-
cated to the account by the employer and to the eligible expenses 
defined in the Income Tax Act. Funding Under the terms of the 
Income Tax Act, to qualify as a tax-deductible expense to the com-
pany, HCSAs must be fully funded by the employer. These 
amounts can be billed on a monthly basis, rather than requiring a 
large lump sum payment at the beginning of the benefit year. This 
budgeted approach is particularly effective for small companies 
that require predictable expenses each month. In some instances, 
such as with an executive HCSA, 
annual contributions may be 
billed at a specified date each 
calendar year. 
Employee expenditures may not 
exceed the HCSA maximum set 
by the plan sponsor. Employer 
costs will not exceed the total 
employee HCSA amounts, plus 
administration costs and taxes. 
There is no increase in HCSA 
contributions annually unless the 
employer chooses to change the 
total HCSA dollar amounts avail-
able to the employees which 
means no surprise at renewal 
time. The employer retains com-
plete control over the cost of the 
plan.  
 
Unspent Funds  
As there may be employees who spend their entire available bal-
ance in a short period of time, there will also be employees who 
incur no medical or dental expenses in a given year and have funds 
remaining in their accounts.  
Through a Balance Carry Forward arrangement, if an employee has 
a remaining balance at the end of the year, the funds may be carried 
forward and added to the next year. If at the end of that year they 
have not spent the carry forward funds, the remaining amount 
would be returned to the employer. This allows the employee to 
plan and budget for large expenditures, such as orthodontic ex-
penses, over a two-year period. Once an employee has exhausted 
their full balance, any additional expenses they may have cannot be 

carried forward to the next year under the income tax guidelines.  
Expense Carry Forward or No Carry Forward arrangements require 
that any unspent HCSA funds are returned to the employer at the 
end of each year. Some employers may choose to make further 
arrangements for the unspent funds outside of the benefit plan once 
returned, such as contributions to group RRSPs. This can be dealt 
with in conjunction with the employer's financial advisor or ac-
countant, ensuring that employees without claims don't lose out.  
Employers should expect that employees might claim their full 
balance each year. Employees are aware of their balance on an on-

going basis which can encourage us-
ing up credits available to them. In 
some cases, employees who would 
normally be restricted by the limits in 
a traditional plan ($200 for vision 
care) may spend more as their entire 
claim would be eligible ($400 pair of 
glasses). Overall, however, employ-
ees are limited to their annual bal-
ance, which encourages them not to 
spend it all at once as they may need 
the credits later in the year.  
 
HCSA And Insurance  
Healthcare Spending Accounts pro-
vide no insurance coverage. They are 
strictly a reimbursement plan. Tradi-
tional insurance products – group life 
insurance, accidental death and dis-
memberment insurance, critical ill-
ness insurance, and out-of-country 

emergency medical coverage – can be added to an HCSA plan to 
round out an employer sponsored benefit plan offering. Many em-
ployers also add stop loss insurance protection to insure medical 
expenses that exceed a certain pre-determined threshold. This helps 
plan sponsors protect employees and their Continues on Page 4 

Continuation from Page 2(Health Care Spending Account Alternatives) 
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Employer-paid RRSP premiums (28%), which have 
replaces pension plans in many workplaces, are a 
popular incentive. Stock options (8%), while still 
down the list, are growing in popularity as publicly 
traded companies offer them more broadly across  
the workforce as a way to reward employee perform-
ance and gain buy-in to the business objectives. 
 
At the very bottom of the list are child care expenses 
(2% of companies reported that they have this  

Continuation from Page 1 (Employee Benefits: What’s Hot and What’s Not) 

benefit). Culhane says “this probably does 
not mean that employees are uninterested in 
the benefit, but rather that is a high-cost item 
for employers.” 
 
More than 2,100 payroll professionals across 
the country participated in the research by 
completing an extensive online survey. 

 

~ Toronto Sun 

families from unexpected catastrophic medical 
expenses such as high cost prescription drugs or 
extended hospital stays, that may occur in a 
given year.  
HCSAs can be added to a �tripped down tradi-
tional core health and dental plan. For example, 
an employer may offer an 80 per cent drug plan 
and an 80 per cent basic dental plan and a top-
up HCSA. This type of plan design can reduce 
the annual renewal crunch for the employer, 
while empowering the employee to spend 
wisely on other health and dental related ex-
penses. HCSAs can also be added to traditional 
plans for an executive class of employees as an 
added benefit. 
�
Administration, Reporting, And Privacy 
Legislation  
HCSAs are a straightforward plan design which 
may seem simple enough for an employer to 
administer within their own office. A capable 
human resources person could manage accept-
ing receipts from employees and issuing a 
cheque to reimburse these expenses.  
So why have a professional administrator pro-
vide these services?  
First and foremost, with professional admini-
stration the employee can be assured of com-
plete privacy regarding the types of claims they 
submit. Under the Personal Information Protec-
tion and Electronic Documents Act, employers 
are not permitted access to information regard-
ing the nature of drugs or medical services 
claimed by employees and their families. Pro-

fessional administration by a third-party 
ensures privacy and removes the possibility 
of either discriminatory or preferential treat-
ment of employees, even inadvertently.  
Secondly, the professional administrator is 
able to dedicate the time required to be cer-

tain that only eligible claims are paid, that 
benefit maximums are adhered to, and that 
annual accounting for carry forward bal-
ances is maintained. A professional admin-
istrator can also provide reports tracking 
overall usage of the plan and funding status, 
enabling the employer to review spending 
and providing a solid foundation on which 
to base future plan changes. Administration, 
claims adjudication, and claims payment 
can be very time-consuming. Outsourcing 

to a professional administrator, rather 
than diverting internal resources away 
from the employer's core business, al-
lows the employer to ensure his staffing 
resources benefit his business directly.  
Finally, the employer is able to take ad-
vantage of one-stop shopping. A pro-
fessional administrator can manage not 
only the HCSAs, but the insured bene-
fits as well. The employer gains the 
expertise of professional consultants in 
obtaining quotes for any additional in-
surance the employer wishes to include 
in their benefits plan offering. Many 
administrators also offer the conven-
ience of a single bill for the entire bene-
fits plan each month, rather than the 
employer managing relationships with 
several insurers, resulting in reduced 
administration for the employer's HR 
department, while maintaining a high 
level of service for employees.  
Healthcare Spending Accounts provide 
employers with complete control over 

claims costs each year because the em-
ployees can only claim up to their indi-
vidual maximums. Funds that are not 
used for claims within the specified time 
period remain the property of the plan 
sponsor and will be returned to them. 
For employers looking for creative ways 
to control their health and dental expen-
ditures, Healthcare Spending Accounts 
can be an ideal solution. 
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