
Registered Disability Savings Plan 
 

Tax planning for the disabled 
 



Who am I? 
 
Dean A. Fowler, CA 
 
•  Father 
•  Husband 
•  Tax specialist 



Why am I here? 
 
Payton Hope Fowler 
 
•  Daughter  
•  Student 
•  Challenges 



Volution LLP 
 
We will lead an evolution of business services that redefines  
our industry and makes us highly sought after for our innovative  
solutions and client service excellence. 



The things that worry me: 
 
•  What happens when I’m gone? 
•  What can I do to help Payton have a good life? 
•  How can I keep Payton safe? 



Registered Disability Savings Plans 
 
•  What is it? 
•  Who qualifies to receive it? 
•  Why should it be used? 
•  How much is the benefit? 
•  When is it a benefit? 
•  Where do I go to set it up? 



Registered Disability Savings Plans 
 
What is it? 
 
•  Long-term savings plan for disabled Canadians 
•  Not for home savings 
•  Not for car savings 
•  Definitely for “What happens when I’m gone?” 



Registered Disability Savings Plans 
 
Who qualifies to receive it? 
 
•  Long-term disability 
•  Eligible for the Disability Tax Credit 
•  Under the age of 60 
•  Canadian resident with a SIN 



Registered Disability Savings Plans 
 
Eligible for the Disability Tax Credit (DTC) 
 
•  Severe prolonged impairment 
•  Restricted in activity of daily living 
•  T2201, Disability Tax Credit Certificate 



Registered Disability Savings Plans 
 
Why should it be used? 

•  Government assisted savings 
•  Tax free growth 
•  Withdrawals exempted from clawbacks 
•  Withdrawals do not effect benefits 



Registered Disability Savings Plans 
 
Government assisted savings 

•  Grants – Up to $70,000 available 
•  Bonds – Up to $20,000 available 
•  Up to $200,00 can be contributed by others 
•  All grows tax free  



Registered Disability Savings Plans 
 
Exemptions 

•  Canada Child Tax Benefit 
•  Goods and Services Tax credit 
•  Old Age Security 
•  Employment Insurance 
•  AISH and any other provincial assistance 



Registered Disability Savings Plans 
 
How much is the benefit? 
 
•  Difference between Grants and Bonds 
•  Grants require a contribution 
•  Bonds are based on lower income 
•  Family income tested if individual is 18 or under 
•  Individual income tested if over 18 



Registered Disability Savings Plans 
 
Canada Disability Savings Grant 
 
•  2014 income threshold $87,907 
•  $3 for every $1 for 1st $500 contributed 
•  $2 for every $1 for next $1,000 contributed 
•  $1 for every $1 for 1st $1,000 if income over threshold 

•  If individual is under 18 – Family income used 
•  If individual is over 18 – Individuals income 



Registered Disability Savings Plans 
 
Canada Disability Savings Grant Eligibility 
 
•  49 years old or younger 
•  Canadian resident with a SIN 
•  If younger than 18 – Parents or guardians must have 
    filed tax returns for the past 2 years and all future  
    years 
•  If 18 or older – individual must have filed tax 
    returns for the past 2 years and all future years 



Registered Disability Savings Plans 
 
Canada Disability Savings Bonds 
 
•  2014 income threshold $25,584 and $43,953 
•  $1,000 if income is less than or equal to $25,584 
•  $1,000 is prorated for income less than $43,953 but 

 more than $25,584 
•  No bond available if income over threshold ($43,953) 

•  If individual is under 18 – Family income used 
•  If individual is 18 or over – Individuals income 



Registered Disability Savings Plans 
 
Canada Disability Savings Bond Eligibility 
 
•  49 years old or younger 
•  Canadian resident with a SIN 
•  If younger than 18 – Parents or guardians must have 
    filed tax returns for the past 2 years and all future  
    years 
•  If 18 or older – individual must have filed tax 
    returns for the past 2 years and all future years 



Registered Disability Savings Plans 
 
“The carry-forward measure” 
 
•  Unused Grant and Bond entitlements from the past  

 10 years (2008 or 2011) can be claimed 
•  Can be made until the year individual turns 49 
•  Income and thresholds from previous years used 
•  Max $10,500 for grants 
•  Max $11,000 for bonds 



Registered Disability Savings Plans 
 
When is it a benefit? 
 
•  Rules for withdrawals 
•  Rules for transfers 
•  Rules for closures 
•  Administrative things to know 



Registered Disability Savings Plans 
 
Rules for withdrawals 
 
•  10 year look back (Assistance holdback) 
•  Lifetime disability assistance payments 
•  Specified disability savings plan 
 



Registered Disability Savings Plans 
 
10 year look back (Assistance holdback) 
 
•  Government contributions for previous 10 

 years must be repaid when you start to 
 collect (assistance holdback amount) 

•  Repayment rate is $3 for every $1 taken out 
•  Oldest contributions first 
•  No payments allowed if FMV of the property 

 held is less than the assistance 
 holdback 



Registered Disability Savings Plans 
 
Lifetime disability assistance payments (LDAP) 
 
•  Formula is: 
 
FMV of plan / (83 – Age of recipient) 
 
Can be adjusted for any portion of payment that 

 is a life annuity 
 
Payment is 1/3 of plan FMV from age 80 on 
 



Registered Disability Savings Plans 
 
Specified disability savings plan (SDSP) 
 
•  Doctor certifies life expectancy less than 5 years 
•  Plan holder completes election with certification 
•  Minister receives the above 
 



Registered Disability Savings Plans 
 
Specified disability savings plan (SDSP) 
 
•  While SDSP: 
•  No contributions can be made 
•  No Grants or bonds will be paid 

Holder can elect to return to a RDSP 
 
Use caution on what happens while SDSP 



Registered Disability Savings Plans 
 
Rules for transfers 
 
•  Parents or Grandparents 
•  Child must be financially dependent 
•  RRSP, RRIF, or RPP can be transferred tax free 
•  Careful with how you designate transfer as  

 transfer amounts are not eligible for grants 
 or bonds 

•  New rules that are to allow RESP transfer! 



Registered Disability Savings Plans 
 
Rules for transfers – Payton example 
 
Payton 8 in 2008 (start of RDSP) 
$1,000 per year until 17 
$1,500 per year from 18 on 
 
Magic number is $164,333.33 for transfers 
 
Usually 20 year contribution of $1,500 with 

 $170,000 as transfer. 



Registered Disability Savings Plans 
 
Rules for closure 
 
•  On death of ineligible for disability tax credit 
•  Can elect in year following year of closure to  

 defer closure for 5 years with doctor  
 certification (plan in limbo until eligible) 

•  Plan will pay out to the estate on death (less 
 the assistance holdback) 

•  Non-contributed amounts are taxable 



Registered Disability Savings Plans 
 
Administrative things to know 
 
•  There has to be a plan holder 
•  Tax will apply to withdrawals 
•  Compliance matters 



Registered Disability Savings Plans 
 
There has to be a plan holder 
 
•  Under 18 – Parent, Legal representative, or  

 Public department 
•  18 or older – Generally the individual beneficiary 
 
•  Could be: Guardian, Legal representative, or 

 Public department if concerns about ability 
 to enter contracts 



Registered Disability Savings Plans 
 
Tax will apply to withdrawals 
 
•  Contributions not taxable, everything else is 

•  Formula is the proportion of contributions  
 remaining in plan to FMV of plan times  
 the withdrawal is not taxable. 



Registered Disability Savings Plans 
 
Compliance matters 
 
•  Make sure financial institution is knowledgeable 
•  Make sure that tax returns are filed 
•  http://www.esdc.gc.ca 



Thank You Minister Jim Flaherty! 



Tax planning for the disabled 
 

A plan for Payton 
 



A plan for Payton 
 
Age: 14  (teenagers ugh!) 
Health: Good 
Activities: Horseback riding, dance, french 
 
Grandparents: 4 all in ok health 
Parents: 2 both in ok health 



A plan for Payton 
 
Parents have: 
 

 Up to date wills 
 Life insurance 
 Power of attorney 
 Letter of wishes 



A plan for Payton 
 
Existing plan: 
 

 Insurance pays off all debts 
 Remaining insurance to discretionary trust 
 RRSP’s transfer to Payton’s RDSP (max $164k) 
 House in trust for Payton 



A plan for Payton 
 
Long-term plan: 
 

 RDSP 
 AISH rules 
 Plan for Payton’s home 
 Investment plan 



A plan for Payton 
 
RDSP: 
 

 Annual contributions total $35,667 (2035) 
 Expected transfer of $164,333 (?) 
 Expected to start withdrawals in 2047 
 Expected value at 3% is $489k 
 Expected draw amounts of $13,500 to $30,000 
 Plan for $20k to $25k 

 
Not enough with expected house costs 



A plan for Payton 
 
AISH: 
 

 Asset limit $100,000 
 Exempt assets include house 
 Base monthly amount is $1,588 ($19,056) 
 Optimum monthly is $2,738 ($32,856) 
 Optimum means $1,500 earnings per month 

 
Combined with RDSP range is $39k to $58k 



A plan for Payton 
 
Payton’s home: 
 
•  Long-term we want her to own her own home 

 (subject to what she wants) 
 
•  Current plan is to have us and her save towards 

 a down payment 
 
•  RRSP vs TFSA? 

  



A plan for Payton 
 
Estate investment plan: 
 
•  Use of a discretionary trust 
 
•  Incorporated Investments 

•  RRSP vs TFSA? 
  



Other tax tidbits 
 
•  Know your tax credits 
 
•  There are some unique deductions 

•  Unique duty relief 
  


