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Appeal heard on March 13, 2024, at Toronto, Ontario with
written submissions received from the parties on June 24, 2024, July 19,
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JUDGMENT

The appeal of the assessment made by the Minister of National Revenue
under the Income Tax Act for the Appellant’s 2021 taxation year is dismissed
without costs.

Signed at Toronto, Ontario, this 23rd day of October 2024.

“David E. Spiro”
Spiro J.
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[1] The Appellant, Mr. Baodong Qu, appeals an assessment by the Minister of
National Revenue (the “Minister”) disallowing the deduction of $25,362 that he
contributed to his registered retirement savings plan (“RRSP”) for the 2021
taxation year. The Minister allowed a deduction of $12,175.

[2] The Crown contends that Mr. Qu was entitled to deduct $12,175 as a
contribution to his RRSP for 2021. Mr. Qu argues that he was entitled to deduct
$25,362.

[3] Throughout his 2020 taxation year, Mr. Qu worked for TSX Inc. (“TSX”).
He had been employed there since 2001 and was a member of its registered
pension plan (the “TSX RPP”). The TSX RPP was a money purchase plan, also
known as a defined contribution plan.

[4] On March 12,2021 Mr. Qu concluded his employment with the TSX. He
terminated his membership in the TSX RPP on that date.
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RPPs and RRSPs

[5] The Income Tax Act (the “Act”) encourages Canadians to save for retirement
by participating in one or more tax-assisted retirement savings plans. In general,
deductible contributions are subject to an overall limit of 18% of an individual’s
earned income, to a specified dollar amount. That overall limit applies to total
retirement savings whether under RRSPs or RPPs, or a combination of the two.

[6] Justice Bowie described the purpose of the RRSP in Braun v The Queen,
2011 TCC 536:

[25] Considering the context of the legislation, it is trite that the purpose of the
RRSP provisions of the Act is to encourage Canadians to save for retirement.
To that end, they are permitted to accumulate savings on a tax deductible basis.
Neither the amounts contributed to the fund nor the earnings accumulated within it
are subjected to tax until they are withdrawn in one way or another.

[7]  The purpose of the RPP is for an employer to provide periodic payments to
individuals after retirement for their service as employees. In simple terms, a
money purchase pension plan, such as the TSX RPP, is one in which contributions
made by the employer are credited to each member.

Pension Adjustment (PA)

[8] Individuals who are members of an RPP have a pension credit reported each
year. The pension credit is the benefit the member earned under the RPP during the
calendar year. A member’s pension adjustment (“PA”) is the total of their pension
credits from an RPP of which they were a member during the year.! The PA
reduces the member’s contribution limit to their RRSP in the following year.?

[9] The pension credits that Mr. Qu earned for 2020 under the TSX RPP were
$16,692. That amount was reflected on Mr. Qu’s T4 for the 2020 taxation year as
his PA for that year.

[10] The pension credits that Mr. Qu earned for 2021 under the TSX RPP were
$3,505. That amount was reflected on Mr. Qu’s T4 for the 2021 taxation year as
his PA for that year.

! Subsection 8301(1) of the Income Tax Regulations, CRC, ¢ 945 (the “Regulations™).
2 Subsection 146(1) of the Act.
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Pension Adjustment Reversal (PAR)

[11] Under certain circumstances, an individual’s RRSP deduction limit is
restored after having been diminished by an earlier PA that had reduced their
deduction limit by pension credits that were later forfeited.

[12] In the context of a defined contribution RPP, such as the TSX RPP, the
pension adjustment reversal (“PAR”) is an amount added to an individual’s RRSP
contribution room when they cease to be a member of an RPP.? In the context of
this type of RPP, the PAR is limited to the amount of employer contributions to
which the individual is not entitled when their membership in the RPP ends. In
other words, the PAR is the amount of employer contributions that are unvested at
the time membership in the RPP is terminated.*

[13] No amounts were included in Mr. Qu’s pension credits up to the date he
terminated his membership in the TSX RPP to which he was not entitled at the
time of termination. When Mr. Qu terminated his membership in the TSX RPP on
March 12, 2021, he was fully vested.®

Mr. Qu’s Position

[14] Inargument, Mr. Qu relied on a novel concept which he called a
“previsioned” or anticipated PA. That is a concept that does not exist under the Act
or the Regulations.

[15] Under his theory, the amount Mr. Qu was entitled to deduct as an RRSP
contribution for 2021 begins with his 2021 RRSP deduction limit of $12,175 but is
supplemented by the difference between his “previsioned” or anticipated 2021 PA
of $16,692 and his actual 2021 PA of $3,505.

3 Subsection 8304.1(14) of the Regulations.
4 Subsection 8304.1(4) of the Regulations.
® Transcript at page 25, lines 24-28.
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Analysis and Conclusion

[16] Mr. Qu’s theory is remarkably creative but has no basis in the Act or the
Regulations. The closest idea would be the PAR, but Mr. Qu was fully vested
when he terminated his membership in the TSX RPP on March 12, 2021. Because
Mr. Qu was fully vested at that time, he was not entitled to any PAR when he
terminated his membership in the TSX RPP.

[17] Mr. Qu was entitled to deduct $12,175 as a contribution to his RRSP for
2021 as the Minister assessed. His appeal will, therefore, be dismissed without
costs.

Signed at Toronto, Ontario, this 23rd day of October 2024.

“David E. Spiro”
Spiro J.
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