Nearly Anyone can
get rich by saving

Chances are you will disagree with
this statement: For most people, becoming
rich is a matter of choice.

If it were, you might say, I'd be rich
or on my way to becoming so, and my
parents and children would be too. You
might even become irritated that such a
crazy notion should intrude into your
comfortable, middle-class repose.

But there is a compelling case for the
statement, one that can be demonstrated
with facts, examples and anecdotes in a
study for the Centre for the Study of
American Business, a non-profit think
tank at Washington University in St. Louis,
Mo.

If a 22 year old man or woman made
a one time investment of $ 2,000 and
earned 10 percent a year on that money,
he or she would have amassed $ 194,000
by age 70.

An investment of § 2,000 every year
at the same annual yield would net $ 2.1
million at age 70.

Ten percent is what the stock market
has returned over the last seven decades,
so it is conceivable it will be done again.
But even if the return were just 6 percent,
the result of setting aside $ 2,000 a year
would be well over a half million dollars
at age 70.

Taxes could be a problem, as they
almost always are. Inflation also would be
a problem. But even if it cut buying
power in half, diligent savers still would
end up with a lot more money than non-
investors.

Two professors, Richard McKenzie of
University of California, and Dwight Lee
of the University of Georgia
show the way. Their treatise has
the nonacademic title, Rich in
America: A Few Easy Rules to
Follow.

They begin with question:
How can an ordinary person
with a modest annual income
become rich? And they answer:
“One surefire method is to live
modestly,” as many self-made
wealthy people do. That is, save
and enjoy the magic of com-
pounding.

By doing so, they say, you will have
an income level that will be the envy “of
those who have chosen to fritter away
their incomes on compact discs, chips,
cigarettes and new cars.”

Most people, they say, have the abili-
ty to save more than they do. But they
end up choosing expensive consumption
behaviors, like smoking, which can add
up in terms of lost wealth.

For example: A retired person who
smoked two packs of cigarettes a day
since age 21, paying roughly $ 1.50 a
pack in U.S. (a lot more in Canada) could
have invested the money each year at 6
percent and been § 150,000 richer at age
70. Make that 15 percent and he or she
would have had $§ 3 million-plus.

Most people have a reasonable
income base, which used wisely means at
least a small amount can be saved. But
while meager amounts grow, they may
not grow into substantial sums. Therefore,
the professors developed “auxiliary rules.”

The first of these is to stay in school
as long as possible, since incomes grow
with the level of schooling.

The others may involve sacrificing
what you want for what will make you
rich. The professors suggest if wealth is a
priority, choose your profession accord-
ingly.

In the U.S. teachers, for instance,
earn half as much as engineers over a
span of their careers.

And they suggest marrying someone
with equal or higher level of education,
and staying married. Married couples earn
and save more; 95 percent of millionaires
are married.

Courtesy of Associated Press, New
York - by Jobn Cuniff.




The federal government intro-
duced a home buyers plan in 1992
that allows individuals to borrow up
to $20,000 from their RRSP to pur-
chase a home. The plan was due to
expire in 1994, but the 1994 federal
budget extended the program indef-
initely. The amounts borrows from
the RRSP’s must be repaid within 15
years. The concept appears straight
forward, but like most tax driven
programs, the devil is in the detail.
Both spouses can withdraw $20,000
and the definition of spouse
includes common-law relationships.

Eligible Individuals-

The program is for “first time”
home owners, but the definition of
a first time owner is an individual
that has not owned a home in the
past five years. Thus individuals
withdrawing money from their RRSP
in 1995 may not have owned a
home since January 1, 1991. If you
sold your home in 1991 and didn’t
own another in the interim, you
could enter the program in 1996.
The definition of eligible individual
will not allow people to participate
in the program if their spouse
owned a home during the five year
period and the couple lived in the
home together.

Written Agreement Requirement-
In order to withdraw up to
$20,000 from your RRSP and not
have the amounts included in your
income, you must enter into a writ-
ten agreement to purchase a home
before funds can be released from
your RRSP. If the funds were with-
drawn from the RRSP in 1995, you

must purchase or
build a home prior to
October 1, 1996. The
rules allow extensions
and the purchase of a
home other than the
one designated in
your written agree-
ment, should circum-
stances impair your
original decision.

RRSP Contribution

Readers are advised to get
professional financial
management advice.

Whole or partial reproduction of
“From D'costa’s Files”, without written
permission of the
publisher is strictly forbidden. This
Newsletter is compiled by Francis
D’costa. While outmost precaution has
been taken to ensure accuracy of the
information in “From D'Costa’s Files”,
the publisher does not assume liability
Jor financial
decisions based on it.

Restriction-

A contribution to your RRSP
may be restricted if you participate
in the plan. Any contribution made
to your RRSP in the 89 days prior to
withdrawing for the purposes of
purchasing a home may not be

deductible.

The funds withdrawn from
your RRSP must be repaid within 15
years. The minimum repayment is
1/15 of the amount borrowed and if
funds were borrowed from the
RRSP in 1995, the first repayment is
due in 1997 with the final payment
due in 2011. Once you enter the
plan, Revenue Canada will send an
annual statement that outlines the
amounts that have been repaid, the
outstanding balance and the amount
to be paid in the next calendar year.
In order to make a repayment, a
contribution is made to your RRSP
along with Revenue Canada form
T1037. This form requires an alloca-
tion of the contribution between the
current year's RRSP deductible con-
tribution and the non-deductible
repayment. There are three potential
scenarios related to the repayments:

1) the individual makes the
proper amount of the designated
repayment;

2) the individual makes a pay-
ment that is less than the required
amount; and

3) the individual makes pay-
ment that is greater than the desig-
nated repayment amount.

If the individual making the
RRSP repayments should die,
become a non-resident or reach the




age of 71, there are additional tax
consequences. If the individual dies,
the unpaid amount has to be in the
deceased’s income in the year of
death. If there is a surviving spouse,
the spouse can jointly elect with the
deceased’s legal representative to
not have the income included in the
deceased’s final tax return. The
election allows the unpaid amount
to be repaid from the spouse’s
RRSP. This election is not available
if both spouses were participating
in the home buyer’s plan and at the
time of death the repayment peri-
ods were identical.

If you become a non-resident
while the loan to your RRSP is still
outstanding, you must repay the
entire loan before the date you file
your return for the year, or no later
that 60 days after you cease to be a
Canadian resident, whichever is ear-
lier. If you do not make the repay-
ment by this deadline, you have to
include the unpaid amount in your
income in the year that you become
a non-resident.

Since you cannot make a RRSP
contribution the year after you turn
age (9, you will be unable to repay
your RRSP loan. In the year you
reach age 69, you can choose to
repay the unpaid balance or include
in your income for each subsequent
year as it becomes due, the amount
that would have been your annual
repayment.

BUSINESS OWNERS ALLOWED
DEDUCTIONS!

The recent federal budget announced

that starting in 1998, unincorporated

owner-operators are now allowed to
‘deduct premiums for health and dental

premiums against their business
income.

(Excert from The Budget in Brief 1998)
Deducting Health and Dental Premiums
for-Self-Employed Canadians
* To improve equity in the treatment
of self-employed Canadians, owner-
operators of businesses will now be
able to deduct premiums for health
and dental insurance against their
business income.

Over 140 guests attended the Luncheon RRSP Seminar. Mr. Scott Edglngton and Mr. Ssyed Hussain also presented
tax planning concepts at the seminar.

Glynis I:obo receiving her prize from Ms. D. ysar at
the DFG's Luncheon Seminar.

Mortgage Insurance Breakfast Seminar presented I:y Francis D'Costa to Homullla Realtors
at the Pear Tree Restaurant down town.

Worst Job
I have to
brush,
brush and
brush...

s, at the Lunch

Tom Kayser. one of the 3 sp
RRASP Seminar, presented by DFG.




CLASSIFIED ADVERTISEMENTS

ACCOUNTING, BOOKKEEPING & TAX SERVICES

Theresa Capasso (Oakville) (905) 842-7776
Sayed Hussain (Toronto) (416) 515-9994
Hitendra Darubra (Pickering) (905) 619-6994
Karl Cordeiro (Scarborough) (416) 286-6910
Jeffrey Sugar (Toronto) (416) 690-2827
BANKERS

Shirley Samis (416) 425-6173
T.D. Bank

Susan Agarwal (416) 247-7622

Bank of Montreal
Luana Gonsalves
Canada Trust

Brian Self

Bank of Nova Scotia

LAWYERS
Isaac Birenbaum
John Faraci

TRAVEL AGENTS
Dolly Sookrah
Nilufer Mama
Amal Zaki

Ravi

Plumbing, electrical, renovation, repairs

of small appliances.
Igy Vaz

(416) 759-4121

(905) 453-7605

(416) 633-3720
(416) 323-4737

(416) 321-1400
(416) 966-4853
(416) 863-1507

(416) 339-8348

(905) 455-1940

Professional furnace and heating services.

Bedford Godinho

Computer repairs, upgrades, etc.

Philip Fernandes

Repairing of TV’s, Videos, Hi-Fi's, etc.

Steven Martin

(416) 321-5593
(416) 321-5910

(416) 759-1927

Video shooting for weddings, parties, etc. Low rates.

Romauldo Fernandes

(416) 261-5756

Graphic Design & Desktop Publishing Services

Joyce DeSouza

Tasty Goan sausages at affordable rates.

Allwyn Britto

(905) 542-9235

(905) 264-0040

Caterer with experience. Flexible and affordable rates

Patrick Pereira

(416) 321-2193

Goan sausages, pickles, etc. Caters for parties.

Riyaz Kassam

Dependable, fast courier service.

(416) 412-0454

Clara DeMello (416) 293-3214
Piano teacher with years of professional experience.
Vinida Venevongsos (905) 564-5525
Law Clerk with extensive experience

and eagerness to help.

Clement Edwards (416) 299-4414
Paralegal services with personalised care.

Augustine Sequeira (416) 266-8480
Experienced Driving Instructor

David Evans (410) 691-3943

Physiotherapist

Valerie Pais (416) 281-6636
Marzipan fruits and cakes for all occasions

Freddie Vessaoker (416) 750-4316
Party decorations and Carpentry

Bull Printing (905) 238-2855

Reduce your printing cost

Vote of thanks by Francis D’Costa at the South Asian gathering

For more detaifs contact
Francis D’Costa
(416) 751-9446 (Bus.)

1-800-97DCOSTA
Fax: (416) 752-3593
978 Kennedy Road,

Scarborough, Ontario
1 MI1P 2K4

Competitive Financial Services

e Educational Plans eMortgage Insurance
e Disability Plans ¢Term Insurance eEquity Insurance
eHealth Plans eCritical Illness Insurance sRRSP’s Ron Graphics

Design and Caricatures by

Tel: (416) 261-5756




