CROSS-INDUSTRY TFSA ISSUES AND QUESTIONS
With additions post Oct. 8 CRA Registered Plan Session
OUTSTANDING ISSUES

Items for which we would like a CRA schedule for providing responses:

1. Availability of CRA retail TFSA publicity material so issuers can make sure their material is consistent (November?)
2. CRA communications strategy to the general public if any (November/December?)

3. XML file formats (target year-end 2008)

4. Confirmation of year-end reporting for an account transferred due to marital break-up or to a successor (assuming no activity other than this transfer) – what is reported at year-end and whether the final “transfer” is a withdrawal (end of 2008/start of 2009?)
5. Re-examination of right to use multi-account applications (start of 2009?)

6. Reject codes/format and content of messages confirming successful receipt of a file and turnaround times (Spring 2009)
7. Cancel/amend procedures (Spring 2009) (also, re the correction of TFSA elections that have been rejected because client identification data does not exactly match that contained in T1 data files, and recognizing that this is an area outside of CRA’s control, is it CRA’s expectation that Regulation 600 will be amended to treat such corrections as permitted late elections? Where an issuer fails to include an arrangement for which an election was intended in its annual data filing, what mechanisms does CRA intend to adopt to permit late elections in cases of administrative error?)
8. Confirmation of all tax forms (beyond annual information return (AIR)), including release dates, due dates, amendment due dates, specific timeframes to re-transmit revised election to avoid arrangements not being registered, any tax slips for non-residents, asset reporting “to” the TFSA if it is a trust, penalties or other consequences for an issuer, e.g., that fails to file a T3 Trust Income Tax and Information Return for a plan that has non-qualified investments or fails to advise the TFSA holder that it contains a non-qualified investment before March of the following year, etc. (Spring 2009)
9. Confirmation that no Part XIII tax would apply to periodic annuity payments that were being paid prior to the holder’s death and continue to be paid during the exempt period, where their value would have been fully determined prior to the death of the holder (Spring 2009)
10. Outstanding issues re portability (e.g., regarding income enhancement, the use of non-commutable annuities, etc.) (Spring 2009)
11. Confirmation of target date and participants in AIR internet filing test for summer 2009 (Spring 2009)

12. Confirmation of when updated consolidated TFSA information will be added to the CRA webpage for providers/issuers (e.g., bulk transfers and other Qs&As) (Spring 2009)
13. Confirmation of insured arrangements where there is no successor holder or beneficiary (other than the deceased holder’s estate) designated in the arrangement or by will, but a survivor exists (Spring 2009)
14. Review of testing results to determine implications of error rates identified (Summer 2009)
15. Can a TFSA be passed through to a successor holder if he/she is less than 18?  (issue currently with CRA Rulings)
Issues still under consideration by the industry associations and their members:
16. Workable size of AIR files for optimal transmission – feasibility of large file AIR transmission/risk of outages
17. AIR transfers in and out due to marriage breakdown having to capture the name and SIN of the former spouse

18. AIR transfers to successor holders having to capture deceased’s name, SIN and date of birth

19. Trade versus settlement date reporting

New questions:

20. We know a person can gift funds to a spouse to make his or her own TFSA contribution; however, please confirm whether one spouse can contribute to the other spouse's personal TFSA directly through a pre-authorized debit from or cheque drawn on his/her account while still being considered a qualifying arrangement under subsection 146.2(2) (i.e., would this be viewed as equivalent to gifting the funds)?

21. Ability to file application forms and trusts electronically

22. CRA has stated that a “transfer” between ex-spouses due to marital breakdown does not affect the contribution room of either spouse.  If an in-kind transfer between spouses (at market) due to marital breakdown is not classified as a “contribution” on the receiving spouse’s side of the transaction, then if a non-resident receiving spouse has an existing TFSA in their own name, can the transfer take place into that TFSA? (Note:  This has been posed to Catherine Cloutier at Finance but is without an answer to date)
23. Where a TFSA earns dividend income in the U.S., will the arrangement be exempt from U.S. source withholding tax? (Note:  This has been posed to Brian Ernewein at Finance but is without an answer to date and is unlikely to be answered as it is a question regarding application of tax in another jurisdiction; members are encouraged to consult their usual tax counsel)
24. Can a US$-denominated TFSA be opened as distinct from a $CDN-denominated TFSA by a holder? (While we understand that U.S. and other foreign securities can be held in a TFSA, we are specifically asking for confirmation that there is no prohibition on $US-denominated TFSAs).
25. If the beneficiary is a successor annuitant/holder upon death, will the CRA calculate, from the contribution/withdrawal transaction history provided in the annual filing, the total contributions and withdrawals made by each of the two holders (for the previous holder – now the deceased – to the date of death and for the successor annuitant from date of death to year-end?)?
26. Are there any payroll savings plan-related items?
27. If the beneficiary is not a successor annuitant/holder and the TFSA will be distributed to the beneficiaries of the estate:
· Will these distribution(s) have to be reported as withdrawals? (Note:  An association has received a verbal “yes” on this).
· Will the CRA filing for the TFSA account include a close date for the year in which the final disbursements are made?
Suggestions for clarity:

28. TFSA glossary/CRA definitions: There is still a good chance of confusion within account providers and among TFSA holders – can the CRA add a glossary or include something along the lines of the following definitions to the data elements or FAQs?
· Contributions exclude self-to-self TFSA transfers in, transfers in on marital breakdown and transfers in on death from a decedent TFSA holder

· Withdrawals (distributions, dispositions) exclude self-to-self TFSA transfers out, management fees, transfers out on marital breakdown and death to a successor holder; withdrawals of over-contributions are simply reported as withdrawals without reference in the AIR to the over-contribution

29. CRA TFSA brochures:  Make the penalties clear re over-contributions and non-qualified investments, clarify right to apply for relief, beneficiary to designate contributions exempt within thirty days of making the contribution; need for provinces to make changes to their succession legislation, and other issues that may surprise TFSA holders.
QUESTIONS UNDER REVIEW OUTSIDE OF THE CRA
· Are successor holder designations not valid until the provinces allow for beneficiary designations of TFSA plans?
This is determined by the provinces; members should consult their legal counsel.  Note:  We received a call from the Nova Scotia Department of  Justice re TFSA beneficiary designations.  We had specified where we thought changes should go in their legislation and the NS representative had a question about one of our suggestions - we had pointed out that TFSAs could also be employer benefits.  He seemed comfortable recommending both suggested changes (to be listed with RRSPs and RRIFs and in the section on employer benefits).  He has confirmed that while this has not gone to the cabinet committee to schedule as legislative amendments, that it is something his ministry supports, that he was given IFIC's letter to work on immediately and that he believes it is something that will happen sooner rather than later.
· How are IFIC members handling their applications for the TFSA – are members a successor and/or beneficiary on their TFSA application forms?

Please share your intentions if willing with your association for your association to aggregate and report back – previously, a number of members of at least one association had intended to include reference to successors and beneficiaries in their application forms, saying that the provisions would be effective to the extent that provincial succession law permitted such designations

· Does the withdrawal of an investment that becomes non-qualified if it is delisted still mean that no further contribution can be made in the same year? 

An/the industry association(s) will seek an administrative fix in this regard following implementation.

· Are the amounts received by clients as distributions into their TFSA considered contributions?  If they are withdrawn, would they be added to their unused contribution room?

Automatically reinvested interest, dividends and other income are not contributions.  Distributions from the account – whether the result of distributions or other – are withdrawals, and as such, tax-free to the holder.  Room will increase the following tax year by the amount withdrawn.  (Source: CRA data elements)   If a firm were able to split distributions before they hit the TFSA (most firms said this would not happen under a trust structure), it would not be a withdrawal and it would be subject to tax, however, an association believes that this might cause the TSFA to be disallowed – paragraph (c) of the definition of qualifying arrangement in subsection 146.2(1) states that the funds must be applied "for the purpose of the issuer making distributions UNDER THE ARRANGEMENT to the holder" (emphasis added); an association believes that if an asset distributes directly, then that distribution would not be "under the arrangement", and the plan would fail to be a TFSA. 

· What are IRS reporting requirements re how TFSAs get coded for U.S. tax purposes?  There seems to be confusion as to whether the appropriate coding should be grantor trusts, individual trusts, etc.

An association reports that a number of auditors have approached the IRS to obtain an opinion – answer hopefully to follow.

· What might the foreign (as distinct from Canadian) reporting requirements be for non-resident holders of TFSAs, e.g., U.S. state demands for details within RRSPs?

· To be able to deal with clients living in the U.S. temporarily, do we have to go for an explicit SEC exemption or a state-by-state exemption for TFSAs or is the exemption worded so it would capture any registered plans? 

IFIC is trying to obtain a brief answer on this; other associations are encouraged to do the same.   That said, broker-dealers may have some protection under the SEC No-Action Letter – http://www.sec.gov/rules/other/34-42906.htm.  
ANSWERED QUESTIONS

The questions and answers have been classified loosely into the following categories (the list below are hyperlinked to the sections)

· INCOME TAX ACT TFSA PROVISIONS, REGULATIONS
· SPECIMEN PLANS, APPLICATIONS, QUALIFYING FOR/OPENING A TFSA
· INVESTMENTS, NON-QUALIFIED INVESTMENTS, CASH BALANCES, USE OF FUNDS
· CONTRIBUTIONS, WITHDRAWALS/DISTRIBUTIONS, FEES/PENALTIES
· TRANSFERS
· FILING AND RETURNS
INCOME TAX ACT TFSA PROVISIONS, REGULATIONS

· Will there be regulations specific to the TFSA apart from the Income Tax amendments? 

Yes, please see the Department of Finance’s July 11, 2008 announcement:  http://www.fin.gc.ca/drleg/bia2008e.pdf (already provided in a previous email). (Cornelis Rystenbil, CRA, Aug. 26 e-mail)

· The original TFSA legislation provided in para. 207.01(2)(c) that a contribution would be considered to be an exempt contribution if a prescribed form was filed with the survivor?s income tax return for the year the contribution was made.   The draft legislation released July 14th changes the process for making this designation, as the prescribed form must be filed within 30 days of making the contribution (i.e., the election is no longer part of filing the income tax return).  Another change made in the draft legislation is that the deadline for making an exempt contribution has been modified.  The contribution must be made by the end of the calendar year following death (instead of 2 years after the date of death, as originally provided).  Para. 207.01(2)(a) allows Ministerial discretion to approve contributions made after the deadline to be considered exempt contributions.   It is not clear what happens in the case where the contributions are made on a timely basis but the prescribed form to designate those amounts as exempt contributions is not filed within the 30-day period.   The mechanism permitting Ministerial discretion seems to be missing.  Is Finance's intention to add this to Reg. 600?

CRA distinguishes between elections and designations.  They consider the filing of the prescribed form to be a designation, and 220(2.1) allows the Minister to accept a late designation.  A change to the "end of next year" and 30-day rules is considered unlikely, but CRA is also aware of the media impact of not being fairly generous in accepting late designations; it may be reasonable to assume that administrative relief re the 30-day limit will typically be available.  (Finance via CLHIA)
SPECIMEN PLANS, APPLICATIONS, QUALIFYING FOR/OPENING A TFSA, HOLDERS
See also Question 1.1, 1.2, 1.3, 2.1, 3.1 of the CRA FAQs

See TFSA Application Package – Approval package

Also from Kees:

One TFSA application can contain two or more TFSA arrangements (individual and group)

From: Descoteaux, Roxanne [mailto:Roxanne.Descoteaux@cra-arc.gc.ca] 
Sent: August 13, 2008 5:29 PM
To: Hannah, Darren
Cc: Atkinson, Valerie; Ricciuti, Sandro; Laflèche, Danielle; Legault, Mark
Subject: RE: TFSA Pre-Review of Draft Specimen Plans

Hi Mr. Hannah,

We have completed our preliminary review of the draft TFSA documents that were submitted to the Registered Plans Directorate by the members of the different associations. You will find below a summary of our findings in respect of the various draft specimen plans/declarations of trust. 

Application Form:

· The request to file an election was incorrectly worded in most of the submissions received. The wording for RSP and RIF was used: “We request the issuer to apply for registration of my plan.”   For TFSA, the “plan holder” must request the issuer to make an election or file an election to register his/her arrangement as Tax Free Savings Account.
· “References were made to “annuitant” and “applicant” instead of “plan holder”.  The corresponding French documents also had similar incorrect references.

Declarations of Trust:

With the exception of one document that had two missing conditions under subsection 146.2(2) of the Income Tax Act, all the declarations of trust that were reviewed, were well written.

We will be providing specific comments to the members that have sent documents for this preliminary review.  We hope our comments will assist you and your members in your preparation for the official review process in early September. We would like to thank you and your association as well as the other associations for your participation in this pre-review project.  Please do not hesitate to share our comments with the IFIC, IIAC and CLHIA.  

If you wish to have another conference call to discuss the implementation of the TFSA, please let us know!

Regards,

Roxanne Descôteaux,  MPA 
Director, Registration Division / Directrice, Division de l'enregistrement 
Registered Plans Directorate / Direction des régimes enregistrés 
Legislative Policy and Regulatory Affairs Branch 
Direction générale de la politique législative et des affaires réglementaires 
Canada Revenue Agency / Agence du revenu du Canada 
Place de Ville / 16th Floor, Tower B, 112 Kent St. / 16e étage, Tour B, 112 rue Kent 
Ottawa  ON  K1A 0L5 
613-954-5622 

· In 2009 do you need to file a tax return in order to set up a TFSA arrangement or is a statutory declaration in order? 

No, please refer to Q&A#3.1 on how an election to establish a TFSA arrangement is made. (Cornelis Rystenbil, CRA, Aug. 26 e-mail)
· Does a bank register as a “deposit with issuer” as opposed to an arrangement in trust with an issuer, or an annuity contract with issuer, and does the information on the trust arrangements 146.2 (9) apply to a deposit with issuer (it refers to a trustee)? 

The types of arrangements and the issuers who can offer these arrangements are outlined in the definition of “qualifying arrangement” in section 146.2(1) of the ITA.  When applying for a TFSA Identification Number, issuers have to submit their specimen plan and need to identify the type of arrangement, i.e. arrangement in trust, annuity contract, or deposit.  The requirement to file an election to register the arrangement as a TFSA is satisfied by filing the TFSA Annual Information Return and identifying the arrangement as a new account.  Section 146.2(9) only applies if a trusteed arrangement ceases to be a TFSA because of the death of the TFSA holder. (Cornelis Rystenbil, CRA, Aug. 26 e-mail)

· What is the legislative or regulatory basis for not permitting a combination application?  
The Canada Revenue Agency (CRA) will not be accepting a multi-purpose holder application form that accommodates other plans such as RSPs or RIFs.  This is an administrative requirement for the approval of a TFSA specimen plan along with the requirements found in section 146.2 of the Income Tax Act (the "Act").  Some of the reasons for not accepting a multi-purpose application form are:

For TFSAs, the holder will ask the issuer to file an election with the Minister of National Revenue to register the qualifying arrangement as a TFSA under section 146.2 of the Act.  As for RSPs and RIFs, the issuer/carrier is requesting the registration of the plan/fund as a RRSP or RRIF under section 146 or 146.3 of the Act.  These are two different processes in themselves.

The definitions that are found under subsection 146.2(1) of the Act are different to the ones found in subsection 146(1) or 146.3(1) of the Act; that are specific to RSP and RIF.  The definition of "holder" under the TFSA does not have the same meaning as "annuitant" under an RSP or RIF.

A TFSA arrangement must be maintained for the exclusive benefit of the holder and the arrangement prohibits anyone other than the holder from making contributions into their account.  For RSP, spousal or common-law partner contributions are accepted and this is not the case for a TFSA arrangement.

We also want to eliminate various errors that could be made by completing a multi-purpose application form and thus reduce our administrative relief request.

Please note that this administrative requirement was previously discussed with the industry.  To help you with the drafting of your specimens, please find enclosed "Questions and Answers on the Approval Process of a TFSA" that should be posted on our Web site by the end of the month.

If you have any concerns or comments, please contact the undersigned.

Jean-François Lavallée 

613-954-0969 | facsimile / télécopieur 613-941-1701 | TTY/ATS 1-800-665-0354 

e-mail | courriel: Jean-Francois.Lavallee@cra-arc.gc.ca 

Senior Registered Plans Analyst | Registered Plans Directorate 

Analyste principal des régimes enregistrés | Direction des régimes enregistrés 

Canada Revenue Agency | 112 Kent Street, Room 1608, Place de Ville, Tower B, Ottawa, ON  K1A 0L5 

Agence du revenu du Canada | 112 rue Kent, Pièce 1608, Place de Ville, Tour B, Ottawa, ON  K1A 0L5 

Government of Canada | Gouvernement du Canada 

(Reply to Ron Sanderson, dated August 21, 2008)

(Note:  While CRA is concerned about election errors, it is unclear that the Agency has the authority to refuse to issue a specimen plan number where a generic application is used).
· Q 1.3 July 2 Notes:  A number of industry representatives expressed serious concern that the reviews could not begin earlier given time needed to make systems adjustments.  CRA representatives were not clear why approval of the specimen plans was critical for this purpose and noted that the there was no requirement to get a plan/application approved before 2009 filing was required in 2010, but understood the importance the industry places on getting specimen plans, application forms, etc. approved as soon as possible.  When asked about a CRA “checklist” for use reviewing specimen plans and applications, a CRA representative indicated it may be possible to share something in draft earlier and another directed listeners to the legislation as a reference.  
The Registered Plans Directorate will post a Q&A on their Website that deals with the specimen plan approval process [done].  Draft English and French versions are attached. (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· A number of meeting participants asked if they could expand their current account applications to include TFSAs.  The CRA expected that a separate application would be required for TFSAs.  The industry asked the CRA to review this. 

A multi-purpose holder application form that accommodates other plans such as RSPs and RIFs is not acceptable. (Cornelis Rystenbil, CRA, Aug. 27 e-mail) [Note:  Letter requesting the CRA to re-consider was sent on September 22, 2008]
· A meeting participant asked whether the same specimen plan could be used by two affiliates in the same financial group; the CRA saw no concerns with this. 

One holder application form could accommodate a choice between two or more types of arrangements, based on different TFSA specimens, e.g. an individual TFSA arrangement or a group TFSA arrangement. Or, in a case where one specimen offers a combination of arrangements, group terms and conditions as well as individual terms and conditions, one holder application form could accommodate a choice between the two. (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
An "election" to make it a TFSA must be filed within 60 days of the year following the date the TFSA was entered into. The FI must file by Feb. 28 each year an annual report for all TFSAs opened the prior year. This report will have global stats per FI as well as individual records for each TFSA opened. CRA has said the way the FI will file the election is by denoting the TFSA as "new" on this annual return. However, for an individual TFSA record, if the SIN, surname or date of birth of the holder does not match what CRA has on its records (from the holder's filed tax returns), the individual record will be rejected. Rejection of the record for a "new" TFSA will mean that the election to register it as a TFSA will also be rejected. That means that the election won't be filed in time and the plan will not be a TFSA and earnings will be taxable. (And if a trust T3 filing etc.)  Is there a saving or re-filing provision that would allow the issuer to get corrected data, re-file and have the "Election" apply retroactively.  It was noted that late filing fees might apply under Regulation 600.
"The Registered Plans Directorate is the organization responsible for dealing with the registration of the TFSA arrangements.  The Directorate has determined that it will allow for an election that was initially rejected to be corrected and re-transmitted in order to secure the registered status of the TFSA (presuming that the election was initially transmitted within the appropriate time periods, i.e. before March of the year following the year the TFSA was entered into). NOTE:  there are specific timeframes that must be adhered to.  Failure to re-transmit the revised election within those timeframes will result in the arrangement not being registered.  Please be advised that the CRA will notify the Issuer of the arrangements that will not be registered."

The CRA will provide the industry with more detailed information on the specific timeframes at a later date.  (Cornelis.Rystenbil, CRA, Aug. 27 e-mail)
· 2) What is CRA's position on Online TFSA application? Will CRA review the online application at the same time as specimen plans in September?

Yes, subject to certain guidelines being followed, issuers can set up an electronic TFSA holder application form that a holder can complete and submit through the Internet.  The CRA plans to provide additional Q&As soon which will address this question in more detail. (Cornelis.Rystenbil, CRA, Aug. 13 e-mail)
· 3) Do we allow introductory bonus interest rate to client when opening a new TFSA account?

The definition of "advantage" in subsection 207.01(1) of the Act includes any benefit that is conditional in any way on the existence of the TFSA other than the exclusion under subparagraph (a)(i) of the definition.  Accordingly, offering an introductory bonus interest rate as an incentive to individuals to establish a TFSA with a particular financial institution may be considered an advantage.  An advantage may not exist if the same bonus interest is offered to clients with non-registered accounts. (Cornelis.Rystenbil, CRA, Aug. 13 e-mail)
· Can a TFSA account have both a successor owner and a death beneficiary?
No. The definition of holder in subparagraph 146.2(1)(b)(i) requires that all rights be passed to the person named, meaning that rights could not be provided also to a second party.
· After the death of the holder, if the successor holder becomes the new holder and subsequently remarries or enters into a common-law partner relationship, can the new holder name his or her new spouse or common-law partner as a successor holder?

Yes.

· What is the reference to "agents" on CRA form RC236 - TFSA specimen application form?

Canada Revenue Agency Form RC236 is used to request a TFSA identification number for a specimen plan prior to offering that plan for sale.  The form includes a requirement for "Names and contact information for agents (if applicable) who are authorized to offer your specimen plan through an agency agreement with you."  This requirement has led to some confusion.

CRA has today confirmed that their intent is not to seek lists of all agents authorized to sell TFSAs on behalf of a manufacturer.  They recognize that agency lists could change on a daily basis.  Rather, their concern is to be able to identify (1) "white label" distributors who are responsible for administration and/or marketing of identifiable groups of TFSAs, and (2) any entity to which a manufacturer has delegated some or all compliance and reporting requirements with respect to TFSAs.

CRA expressed concern about the possibility of an existing or former agent fraudulently offering or administering TFSAs without the consent of the manufacturer.  CRA acknowledged that such frauds would not necessarily be restricted to existing or former agents, but could involve parties who had never been an authorized agent of the manufacturer.  As such, a list of currently authorized sales agents might be of limited use. Moreover, the manufacturer would clearly need to be informed of such activities so that it could take appropriate action to protect its clients and its reputation. Thus, direction of CRA communication to specific agents, or investigation of such agents, would not be appropriate without communication with the TFSA manufacturer.

Given the supervisory role of life insurers re the activities of their agents, my expectation is that the section of form RC236 relating to agents will typically be left blank. Where legal, administrative, compliance or wholesaler agents are indicated, it is expected that that list will be updated as appropriate, but no more frequently than quarterly.  As no form is prescribed for such updates, they can take the form of a letter to CRA's Registered Plans Directorate; form RC236 should not be refiled to update such information." (S. Riciutti, to CLHIA, Oct. 4, 2008)
INVESTMENTS, NON-QUALIFIED INVESTMENTS, CASH BALANCES, USE OF FUNDS
· Can U.S. dollars or any other foreign currency be held in a TFSA with the understanding that it must be converted to Canadian dollars for reporting purposes? 

Yes (Cornelis Rystenbil, CRA, Aug. 26 e-mail)
· Can the source of TFSA deposits be borrowed funds?
Subject to proposed subsections 146.2(3) and (4) of the Income Tax Act, an individual can use money that the individual has borrowed to make a contribution to a TFSA.  Interest on money borrowed to make a contribution to a TFSA is not deductible by virtue of subsection 18(11) of the Income Tax Act. Where the TFSA is an arrangement in trust, paragraph 146.2(2)(f) prevents the trust from borrowing for the purposes of the TFSA.  (Cornelis Rystenbil, CRA, Aug. 26 e-mail)

· Can funds from a TFSA be used to recover credit losses? 

We assume you mean whether the TFSA can be used as security or collateral for a loan.  There is no provision in the Income Tax Act that would prohibit property in a TFSA from being used as security or collateral.  Please see TFSA Q&A #10 on the CRA website: http://www.cra-arc.gc.ca/gncy/bdgt/2008/txfr-eng.html#q10  (Cornelis Rystenbil, CRA, Aug. 26 e-mail)
· Our members being “dealers” require a Trust Company to be the Trustee on the registered plans (as we believe is required of Registered Plans as per ITA). Given this as background, the question arose whether the TFSA (which we believe is being defined as a "registered plan") will require a Trustee, and therefore any CASH balances need to be segregated from the "dealer's" business and lodged with the Trustee (in this case the dealers trust company as trustee holds the uninvested cash balances for the dealers registered plans).  Will the same requirement be expected of the trustee to hold the TFSA uninvested cash balances? 

In accordance with the definitions of “issuer” and “qualifying arrangement” in subsection 146.2(1) of the Income Tax Act (the “Act”), the issuer of a TFSA, where an investment dealer or broker is marketing/offering the TFSA, will be the trustee (this is similar to RRSPs).  The dealer or broker will act as the agent of the trustee (paragraph 14 of IC 72-22R9).  Paragraph 2 of IT-320R3 states that all qualified investments of a plan trust must be owned by the trustee.  Money and deposits of money are qualified investments for a trust governed by an RRSP in accordance with the definition of “qualified investment” in section 204 of the Act and therefore must be held in the name of the trustee.  Accordingly, in general, a deposit in the name of a third party, such as a dealer/broker, would not be a qualified investment for an RRSP.  Furthermore, if a deposit is held by a third party in trust for the RRSP it would generally not be a qualified investment for an RRSP.  An interest in a trust is not a qualified investment except as permitted under the Income Tax Regulations, e.g., interests in a registered investment, mutual fund trust and small business investment limited trust.  (Cornelis Rystenbil, CRA, Aug. 26 e-mail)
See also Question 5.1-5.3 of the CRA FAQs
	"Rystenbil, Cornelis" <Cornelis.Rystenbil@cra-arc.gc.ca> 

08/14/2008 03:54 PM
	To

<bamsden@ific.ca>, "Hannah, Darren" <DHannah@cba.ca>, "Jack Rando" <JRando@iiac.ca>, <RSanderson@clhia.ca>, <Neil.Carnell@computershare.com>

cc

Subject: TFSA question


· 9)  In order for an arrangement to qualify as a TFSA, one of the requirements is as follows (Income Tax Act, paragraph 146.2(2)(e)):

(e) the arrangement provides that, at the direction of the holder, the issuer shall transfer all or any part of the property held in connection with the arrangement (or an amount equal to its value) to another TFSA of the holder;

If an institution offers a GIC as a TFSA, then this condition may require the GIC to be cashable (otherwise, how could it be transferred to another TFSA at another financial institution). It may be sufficient to take a middle ground by imposing a penalty for early cashing-out without contravening the spirit of the Income Tax Act rules.

The answer to this question is that Financial Institutions (FI) should handle TFSAs the same way as they handle RIFs i.e. ensuring that the plan terms indicate compliance with the condition in 146.2(2)(e) and that nothing in the plan terms contradicts that. FIs should administer the plan such that, at the direction of the holder the money can be transferred out of the locked-in GIC (holder would probably incur a penalty/reduced rate of interest). (Cornelis.Rystenbil, CRA, Aug. 13 e-mail)
CONTRIBUTIONS, WITHDRAWALS/DISTRIBUTIONS, FEES/PENALTIES
See also Questions 6.1, 8.1-8.3, 10.1-10.3, 11.1 of the CRA FAQs

For Non-residents, see 8.1-8.3 – a person can contribute if they are resident in Canada at any time in the year

· Do service fees count as withdrawals from the plan? Does income such as interest count as a contribution? We feel that this is fairly obvious in that the answer is no, but could not find it explicitly stated in the regulations. 

As previously stated in Q&A 6.1, CRA has taken the same position regarding TFSA administration fees as RRSP administration fees.  They would not be considered a withdrawal from the plan.  The definitions of “unused TFSA contribution room” and “TFSA dollar limit” in subsection 207.01(1) would appear to prevent interest from being considered as a contribution to a TFSA. (Cornelis Rystenbil, CRA, Aug. 26 e-mail)

· Q 5.1  July 2 Notes:  Regarding the 50-per-cent penalty, an industry representative had looked into the question of whether the penalty would apply in more than one year – his reading of the legislation is that it applied in one year only and the non-qualified or prohibited investment did not have to afterwards be removed from the TFSA.  The industry asked the CRA to confirm this and expressed concern with the absence of a provision for a grace period for the holder to cure non-qualified investments – having to apply for a waiver from a penalty would be unappealing to TFSA holders. 

The CRA said that the industry did not have to apply or collect any penalties; that the information TFSA providers would file would allow application of the penalties.  The industry asked the CRA to verify whether accommodation was possible under other CRA administrative capacities to allow for a penalty-free period to cure non-eligible or prohibited investment without individual requests for waivers.  (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· The impact of a TFSA holding a non-qualified investment is that the holder will be assessed a one-time tax of 50% of the fair market value (FMV) of the investment.  The FMV of the non-qualified investment will be the FMV at the time the non-qualified investment was acquired or became a non-qualified investment.  

The TFSA will also become taxable as per subsection 146.2(6).  Any income, etc. earned on the investment will be taxed at inter-vivos trust rates.  Although there is no requirement to remove the investment, failure to do so or to cure the non-qualified investment in a timely manner will result in a denial of the waiver.  The CRA will not permit a period of time to rectify the holding of non-qualified investments related to the 50% tax; however, the holder may be entitled to a refund if the non-qualified investment is disposed of before the end of the calendar year following the calendar year in which the tax arose. The holder will not be entitled to a refund if it is reasonable to expect that the holder knew or ought to have known at the time the property was acquired by the TFSA trust that the property was or would become a non-qualified investment.  (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· Withdrawals due to over contribution.  Do we have to identify those types of withdrawals?  When the financial institution reports that withdrawal, is there some sort of identifying flag we need to include so that the client doesn't turn around and re-contribute it without any further penalty or without affecting the contribution limit of whichever year they have re-contributed?  This also assumes that the investor has advised the financial institution that the money is being withdrawn as a result of an over contribution. My question may be premature but I wonder if this has ever come up in discussion.
These withdrawals must be reported by the financial industry as regular withdrawals (distributions) as CRA will be calculating the over-contribution based on the information reported on the Annual Information Return.  (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· Does contribution room increase by the interest withdrawn from the TFSA account in addition to the original contribution room i.e. client contributes the limit of $5000, he makes $100 in interest.  He withdraws $5100.  Is his contribution room now $5100?  
The Q&A from the CRA on this issue states as follows: 

Q.4 How much can I contribute to the TFSA per year? 

A.4 Each year you could contribute an amount up to your contribution room for the year. Your contribution room would be made up of three amounts:

Each year you would be allocated and allowed to contribute at least $5,000 (this annual amount will be indexed to inflation and rounded to the nearest $500 on a yearly basis). See also Q.14. 

Any withdrawals made in the previous year would be added to the contribution room for the year. 

Any unused contribution room from the previous year would be added to the contribution room for the year. 

So under the scenario set out in our member's question above, we think it would be the case that if the client withdraws $5100 then his contribution room for next year should increase by $5100 since "any withdrawals made in the previous year would be added to the contribution room for the year".  We are requesting your views to ensure this interpretation is correct.
Answer:  Element “B” of the definition of “unused TFSA contribution room” in subsection 207.01(1) of the Income Tax Act does not distinguish between income and capital.  It simply refers to a withdrawal.  As a result, in the example given, the $5,100 withdrawal would be added back to the contribution room the following year. (Cornelis Rystenbil, CRA, Sept. 16 e-mail)
· Since there will be no restrictions on withdrawals from TFSA, will transactional type of activities like POS purchase, bill payments be allowed in the TFSA?

The industry consensus view that it is possible to have a transactional account but that the restriction on account holders' ability to recontribute withdrawn funds until the next calendar year would make it impractical is reasonable. (Cornelis.Rystenbil, CRA, Aug. 13 e-mail)
· Should payment from a trusteed TFSA (including a survivor payment to the beneficiary) after the holder’s death be a distribution in the annual filing?  

Refer Question 7.2 in the FAQs.

· FAQ A8.5 says that withdrawals by a non-resident in the preceding calendar year will be added to unused contribution room when the TFSA holder comes back to Canada.  Please clarify that re-contributions of all withdrawals while the holder is out of the country can be made, even if withdrawals are made in several different preceding years.
Yes.  Unused contribution room is an aggregation of contribution room and withdrawal-created room from all previous years.
· Contributions can only be made while the holder is a resident of Canada.  In Finance's view, can an existing TFSA holder receive a qualifying transfer (marital breakdown or death benefit) while non-resident?

While specific clarification may not be incorporated in statute, both Alex and Catherine [Finance Canada] are of the view that yes, a qualifying transfer will be permissible, recognizing that a SIN (and not a proxy like the TTN) is a requirement to open a TFSA. Thus, a surviving spouse who was never a Canadian resident would not be eligible for a SIN, and would not be able to roll a qualifying transfer into a new TFSA in his/her own name. (Finance via CLHIA)
TRANSFERS

See also Question 1.1, 1.2, 1.3, 2.1, 3.1-7.1-7.3 of the CRA FAQs
Note that forms for account transfers are NOT going to be prescribed by the CRA but are being developed by IFIC, ideally with support from other industry associations
· How do we identify transfers to other financial institutions? They will show up as a withdrawal and a deposit, resulting in an over-contribution. Should we assume that any transfer function will be handled similar to RSP transfers? Can/should we use the T2033 form?

Amounts have to be transferred directly between TFSAs of the particular individual in order to be a “qualifying transfer”; therefore the issue of a withdrawal and subsequent contribution does not arise.  A qualifying transfer between TFSAs of the particular individual does not affect the individual’s TFSA contribution room and therefore does not have to be reported on the Annual Information Return (please see draft Q&As #4.1 and 4.3).  Also, qualifying transfers should not be reported on form T2033; however proper internal tracking of qualified transfers should be maintained by both the transferring and receiving institutions.  (Cornelis Rystenbil, CRA, Aug. 26 e-mail)

	"Ricciuti, Sandro" <Sandro.Ricciuti@cra-arc.gc.ca> 

07/21/2008 01:49 PM
	To

<BAmsden@ific.ca>

cc

Subject: RE: FW: TFSA Transfer enquiries




The Registered Plans Directorate (RPD) has discussed the issue of dealing with TFSA transfers and has made the following preliminary conclusions.  

Though the manner is which TFSA transfers are to be dealt with are similar to the procedures that are currently being used for RSPs, there is a significant difference: the TFSA Identification Number assigned to each specimen plan by RPD and the TFSA Account Number assigned to each individual arrangement by the financial institution are interconnected;  if there is a change to either of these numbers, then each affected individual account must be reported by the issuers as a “TFSA account closed this year” (if applicable) and/or as a “new TFSA account this year for this holder” in the Individual Records on the Annual Return. 

I have attached a document which may provide some guidance, although please note that our procedures are still in the process of being finalized.

Further, please be aware that all transfers will be treated on a case-by-case basis so that the manner in which they should be dealt with ensures that they are properly tracked and reported, meaning that some transfers may be dealt with in a unique fashion (i.e. that encompasses a combination of various procedures).

I hope that this provides you with some clarification.

If you have any other questions or comments, please feel free to contact me.

Sent: July 4, 2008 15:02
To: CRA
Subject: RE: TFSA Transfer enquiries

Thank you for the follow up.  If I may take a quick moment to make a short comment on the subject, it would be very advantageous to the industry if bulk transfers/plan amendments could be facilitated for complete specimen plans as is the situation with RRSPs and RRIFs.  The current practice with RESPs of not allowing for bulk transfers of complete plans often results in lengthy processes of re-papering hundreds of accounts or in extreme situations, RESP plans remaining with the original carrier and not moving to new carriers with RRSP and RRIF accounts.  This results in complicated introducing/clearing relationships between brokers only for RESP accounts.  It is a cause of continuing frustration and additional work to RESP carriers and if there was any way to avoid this situation with TFSAs it would be a great benefit.

Please feel free to contact me if I may be of any assistance during your discussions.

CRA Document Attached to July 15 E-Mail

“Following are various categories of transfers that may occur with respect to the Tax-Free Savings Account (TFSA) and the Registered Plans Directorate’s (RPD) proposed guidelines for the processing of these transfers:

1) Plan Splits

There are different types of plan splits, for example, when an identifiable portion of accounts under one specimen plan are transferred to a new specimen plan with a new issuer or an identifiable portion of accounts under one specimen plan is transferred to another specimen plan with the same issuer. When transfers are made due to a plan split, the issuers must submit amendments in respect of the TFSA Applications, namely to the specimen documents.

2)  Amalgamations 

There are different types of amalgamations, for example, an amalgamation of two or more companies and their respective specimens or the amalgamation of two or more specimen plan documents under different TFSA Identification Numbers of the same issuer. When an amalgamation occurs, amendments must be submitted in respect of the affected TFSA Applications, namely to the specimen plan documents.

3) Change of Issuer by Plan Amendment  

A specimen plan may also be amended to replace the original issuer with a new issuer, for example, the original issuer resigns their position as issuer to a successor issuer. A change of issuer by plan amendment may only occur when the original issuer willingly relinquishes its authority as issuer and another issuer agrees to take over as the issuer for the contracts involved. This applies only where the successor issuer takes over the specimen plan in its entirety. When a change of issuer occurs, an amendment must be submitted in respect of the TFSA Application, namely to the specimen plan document.  

Guidelines for processing plan splits, amalgamations, and change of issuer by plan  amendment: 

Since all these changes are treated as amendments to a TFSA Application (the specimen plan document), the holders do not need to complete new application forms.  However, these changes must be reported in the Individual Records on the Annual Return for the year of the transfers.

The TFSA Identification Number assigned to each specimen plan by RPD and the TFSA Account Number assigned to each individual arrangement by the financial institution are interconnected;  if there is a change to either of these numbers, then each affected individual account must be reported by the issuers in the Individual Records on the Annual Return as a “TFSA account closed this year” (if applicable) and/or as a “new TFSA account this year for this holder”.

For example, whenever accounts are transferred from one specimen plan to another specimen plan – whether or not there is a change in issuer – the accounts that are being transferred must be reported on the Annual Return as closed (if that is the case) under the transferring specimen and as new elections under the receiving specimen. The same reporting process must be followed if the TFSA Account Numbers assigned to individual arrangements are changed – whether or not there is a change in the TFSA Identification Number.

4) Bulk Transfers:

Bulk transfers occur when a number of contracts are being transferred from a specimen plan of one issuer to the specimen plan of another issuer and the transfer is not being done by specimen plan amendment. For example, occasionally a situation arises where an agent, broker, employer, etc. terminates its relationship with one issuer in favour of another issuer. 

Guidelines for processing bulk transfers:

When these types of bulk transfers occur, the original issuer must inform us of the transfer, although no prior approval is required to proceed.  The original issuer will, if applicable, report in the Individual Records on the Annual Return each transferred contract as a “TFSA account closed this year” and provide the closing date.

The holder must enter into a new arrangement and complete a holder application form with the new issuer. The new issuer must report in the Individual Records on the Annual Return each transferred contract as a “new TFSA account this year for this holder”.

· For marriage breakdown and the death of the holder, does CRA have the same position for the requirements of spouse holder's name and SIN and the successor holder's name and SIN?

As per the draft data elements document provided to the industry, if a qualifying transfer took place as a result of a marriage breakdown, the following information must be reported:

Transfer out – marriage breakdown (dollars and cents) at fair market value – cannot be negative.

If amount reported, please provide:

1) Name of former spouse or common law partner

2) S.I.N. of former spouse or common law partner

Transfer in – marriage breakdown (dollars and cents) at fair market value– cannot be negative

If amount reported, please provide:

1) Name of former spouse or common law partner

2) S.I.N. of former spouse or common law partner

For the year in which a TFSA holder dies and a successor holder becomes the new holder, the TFSA issuer will be reporting the prescribed information as usual for that account but under the new successor name and SIN.  In order for the CRA to know that a successor holder has taken over, the TFSA issuer must indicate whether the TFSA is a successor holder account.  If yes, the following information must be provided:  

1) Name of deceased holder

2) SIN of deceased holder

3) Date of death YYYY-MM-DD (Cornelis Rystenbil, CRA, Aug. 26 e-mail)

· What is the mechanism for effecting transfers between TFSAs? (transfer from one FI to another) (a similar question was raised in our email to you on July 28)

See A3. above (Amounts have to be transferred directly between TFSAs of the particular individual in order to be a “qualifying transfer”; therefore the issue of a withdrawal and subsequent contribution does not arise.  A qualifying transfer between TFSAs of the particular individual does not affect the individual’s TFSA contribution room and therefore does not have to be reported on the Annual Information Return (please see draft Q&As #4.1 and 4.3).  Also, qualifying transfers should not be reported on form T2033; however proper internal tracking of qualified transfers should be maintained by both the transferring and receiving institutions) and attached document (TFSA – Transfers.doc). (Cornelis Rystenbil, CRA, Aug. 26 e-mail)
· Is there any reporting required re transfers apart from the above?

Paragraph 146.2(2)(e) only requires that the plan must allow the holder to have the ability to transfer all or any part of the property to another TFSA of the holder.  There is no requirement under the Act that a TFSA must provide for a qualifying transfer from the TFSA to a TFSA of the holder’s spouse or former spouse.  In any event, a TFSA holder could simply withdraw the required amount and pay it to his/her ex-spouse.  They would also keep the contribution room which would not be the case if there was a transfer.  Regarding qualifying transfers as a result of marriage breakdown, other than the required information on the annual information return, no additional reporting is required.  (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· Will all cross-bank fund transfers into TFSAs be considered as contributions and withdrawals instead of transfers? 

Please refer to answer given in question 3 above (see immediately above answer).  (Cornelis Rystenbil, CRA, Aug. 26 e-mail)
FILING AND RETURNS

See also Question 4.1 – 4.7 and 9.1 of the CRA FAQs

· Scenario:  A person who has never previously filed a tax return opens a TFSA in 2009. He files a tax return on April 30 2010 for the 2009 year. The FI sends in an "election" Feb 28/10 noting the TFSA as "new". However, CRA has no record for the holder because the tax return hasn't been filed yet. Will that TFSA "election" be rejected? 

We will not reject the record on the sole basis that the taxpayer has not filed a tax return. (Cornelis Rystenbil, CRA, Aug. 13 e-mail)
· 5) Will the information return required by Regulation 223(2) – taxable portion of the payment received due to death of a TFSA holder – be included in the annual return filed with CRA or will it be a separate return?

 No, the information will be received on an information slip that will be issued according to Regulation 209(1). (Cornelis Rystenbil, CRA, Aug. 13 e-mail)
· 6) Will Regulation 223(2) also require the issuer to provide a tax slip to the customer (e.g., something like a T4-RSP or T4A)?

Regulation 209(1) requires that two copies of the information return should be provided to the taxpayer. The slip type will be determined later. (Cornelis Rystenbil, CRA, Aug. 13 e-mail)
· 7) What kind of income will a payment made under proposed paragraphs 146.2(9)(b) and (c) be?  It has been suggested that it will be trust income (i.e., it won't retain any dividend or capital gain characteristics).  Please confirm if correct.

Since Paragraph 146.2(9)(b) refers to a payment made out of or under a trust, in satisfaction of all or part of the taxpayer’s beneficial interest in the trust (definition of “A”), the portion of that payment that is taxable under this provision must be reported by the taxpayer as trust income.  

Paragraph 146.2(9)(c) requires the trust to include an amount in income.  Generally, that portion of the increase in FMV since the death of the TFSA holder that has not been paid out during the exempt period must be included in the trust’s taxable income. If the trust distributes this amount to the beneficiary, the beneficiary must report this income as trust income. (Cornelis Rystenbil, CRA, Aug. 13 e-mail)
· 8) With the introduction of Regulation 223(3), will the issuer still need to include non-qualified investment data to CRA as part of the annual return?

Yes, the issuer will be required to report the same information to the CRA on the TFSA annual information return.  In fact, the technical notes state that "This notification requirement is intended to ensure that the holder is provided with sufficient information to comply with their tax obligations under Part XI.01 of the Act in connection with the non-qualified investment. It is expected that the issuer will be required to report the same information to the CRA on the TFSA annual information return." (Cornelis Rystenbil, CRA, Aug. 13 e-mail)
· Will any tax slips be required e.g. T5-TFSA? 

Currently, TFSA issuers will only be required to issue a slip as required by proposed Regulation 223(2).  Regulation 209(1) will be amended.  Please see the Department of Finance’s July 11, 2008 announcement. (Cornelis Rystenbil, CRA, Aug. 26 e-mail) Excerpt from Explanatory Notes:  “New subsection 223(2) requires an issuer of a trusteed TFSA who, after the death of the holder of the TFSA and before the end of the tax-exempt period, makes a payment from the trust of an amount that is taxable under paragraph 146.2(9)(b) of the Act to file an information return reporting the amount. For further details, refer to the commentary on paragraph 146.2(9)(b).”
· Within the TFSA Return Summary, are distributions reported exclusive of transfers in and out as a result of marriage breakdown? 

Answer already provided, please see Q&A#4.1 – withdrawals and contributions do not include qualifying transfers. (Cornelis Rystenbil, CRA, Aug. 26 e-mail)
· We have received a request for clarification of fields in the TFSA Reporting Data Elements that are described as "Required" or "Required if any".  CRA provides a definition of "Mandatory" but not for these other two references.  Please confirm the intended meaning of these terms.

The information provided in both the “mandatory” and “required” fields must be provided to the CRA.  The annual return will not be accepted if the information is not provided.  "Required if any" means that it may be possible to leave this area blank when it does not apply.  As indicated in the definition of “mandatory”, the information provided in these fields is validated against a database for taxpayer or account identification purposes.  “Required” information is not validated against a database but must be provided for CRA records.  (Cornelis Rystenbil, CRA, Sept. 16 e-mail)

· Q 4.1 July 2 Notes:  An industry representative enquired why fair market value was indeed required.  The CRA agreed to review this.  
As previous stated, the FMV is required for compliance purposes. (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· The industry asked that the CRA be able to easily switch from Mandatory to Required and that a final decision be held pending the test piloting of file data in mid-2009.

The CRA is of the position that this element is mandatory to ensure data integrity.  (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· Industry representatives said that there were no business reason for firms to keep date of birth information in the same systems as used for other purposes – one individual said that for RRIF purposes, date of birth was stored in a separate system.  Another noted that changes to systems affect more than just TFSAs and therefore not only result in work but added risk.  CRA confirmation was requested about a solution for different date orders.  CRA representatives said that fuzzy logic would be built in to the system to accept different date orders, dates around the stated date of birth, etc.  An IIAC representative asked that the mandatory rather than the required nature of this be reconsidered.
The date of birth requirement will remain mandatory to validate the identity of the holder. (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· Those present discussed issues surrounding the capture of the name and SIN of the deceased holder as most tax reporting systems were based on account holders and would not have a predecessor account holder in the same file as the successor holder.  This would be particularly problematic in the case of TFSAs that might be offered as part of group plans.  

The ability to name a successor is permissive and not mandatory.  As a result, if the appointment of a successor is problematic for group plans, the plan terms would not include a provision that would allow the naming of a successor.  

The information regarding the deceased holder must be captured for tracking purposes.  If the plan does provide the ability to name a successor, the requested information must be provided on the annual information return (AIR).  Please note that for the year in which the TFSA holder dies, where a successor has been named, the information reported in the AIR must be under the successor’s name.  (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· As for successor holders, capturing the name and SIN of the former spouse or common law partner would be problematic, again particularly so in the case of TFSAs that might be offered as part of group plans.  

Where a spouse over-contributed and there was a marital break-up leading to some of that money going to the former spouse, the entire over-contribution would still show as an over-contribution of the contributor. (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· The CRA confirmed that there would be no government-required forms (e.g., no T2220s, T2033s, T3GRs).

To be reconfirmed.

· Information re former spouses is a completely new build for us. If this is to find the offsetting transfer and match it back to the original spouse, why so they need to do this if they are willing to rely on the financial institution's record that $x dollars are moving due to a marital breakdown and that the amount of money leaving or entering an account should not affect the contribution room in any way.  If I've misunderstood why they are looking for the information then please let me know.

For qualifying transfers between TFSA accounts of the same holder, no reporting is required since CRA will obtain this information from the TFSA issuers.  The net effect on the account is NIL as it is an IN and OUT for the same holder.  

For qualifying transfers as a result of marriage breakdown, absent the reporting requirements, CRA would not know that a qualifying transfer had taken place and between which parties.  The discrepancies created in the two accounts because of the transfers will trigger alerts.  This would result in increased compliance activity and unnecessary interaction between the CRA, the Financial Institutions and the TFSA holders.   (Cornelis Rystenbil, CRA, Aug. 27 e-mail)
· On the plan holder's death, the successor holder will become the new plan holder. Does this mean the existing TFSA account number must be used, or is it acceptable to transfer the TFSA to a new account number for the successor holder? (Some firms have system constraints on changing the name and SIN of plan holders).  If this is acceptable, what are the CRA reporting expectations for this scenario?

The concept of a successor holder already exists in the RIF regime (successor annuitant).  I was advised that when a successor annuitant takes over, there is no change in the contract number.  There is simply a new owner.  The same would hold for TFSAs.  The reporting requirements when a successor holder takes over were already discussed in the data elements provided to the industry:  http://www.cra-arc.gc.ca/tx/rgstrd/tfsa-celi/menu-eng.html. (Cornelis Rystenbil, CRA, Sept. 15 e-mail)
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