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Tax Support Measures to Revitalize

Individual Pensions

: Focusing on the Implications of the Canadian Personal
Pension System (RRSP)

Su Sung Kim" - Won Seok Choi**

<Abstract>

In Canada, one of the pension plans, the Registered Retirement Savings Plan (hereinafter
referred to as the “RRSP”) is actively used under the government’s support to ensure abundant
retirement income. Canada’s RRSP is one of the tax deferral methods that replaces taxes to be
paid with pensions, which greatly contributes to ensuring retirement income. Recently, due to the
rapid aging of Korea, the importance of guaranteeing income for the elderly is increasing
compared to the past. However, retirement pensions and personal pensions, excluding public
pensions, are not very active. Therefore, it is urgent to prepare various policy measures to
revitalize retirement pensions and individual pensions. Therefore, this study examines RRSP, one
of the Canadian personal pension systems, and suggests a plan to revitalize the Korean Individual
Retirement Plan (hereinafter referred to as the ‘IRP’). It was intended to explore the implications
of RRSP for Korea and to suggest various government support measures through this.

Currently, Korea provides tax deductions only for the amount paid into personal pensions by the
end of the year. However, the RRSP system in Canada allows additional payments to personal
pension accounts without paying taxes to be paid by the end of the tax year, even if personal
pensions are not paid by the end of the tax year. It operates a unique pension system that defers
one’s taxable income and levies it at the time of actually receiving the pension. This not only
reduces the tax burden but also greatly contributes to the guarantee of retirement income, so in
Canada, it is becoming an essential personal pension system to guarantee retirement income. This
system is expected to provide many implications for Korea’s personal pension system.

In this study, I would like to argue as follows. First, it is necessary to enable post—payment in
IRP. If the payment was made due to the payment limit in the previous year, a plan to allow
additional payment in the following year should be considered. Second, retroactive payments

*
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Professor, Department of Science in Taxation, University of Seoul, wschoi@uos.ac.kr, Corresponding
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should also be made possible in IRP. If payment was not made at all in the previous year, it is
necessary to consider a plan that can be paid in addition to the previous year. Third, the person
with income allows additional payments to the spouse.

This study is meaningful in that it looked at cases of post—payment, retroactive payment, and
additional payment of spouses in Canada as one of the support measures to guarantee retirement
income in Korea.

<Key words> RRSP, Personal pension, Government—provided Pension Plan, Pension, Canadian Pension,
Aging Income
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