
Financial Planning for 

Children With Disabilities



Important 

Information

This presentation is not meant to act as legal or tax advice. 

We all have unique financial and personal situations that 

require one-on-one attention and tailored solutions. You 

should always consult with a tax and financial 

professional before making any investment or tax 

planning decision. 



Key 

Considerations

How can I 
maximize benefits 

now? 

How can I help my 
child plan for the 

future? 

How can I ensure 
my child will be 

financially cared for 
once I am gone? 



The Disability Tax Credit

A Gateway To Government Benefits



The Disability Tax Credit (DTC)

– What Is it? 

– The DTC is a non-refundable tax credit that is used to 
reduce the income tax you pay.  It is available for people 
with a severe and prolonged physical or mental 
impairment. 

– When a child or other dependant doesn’t have any taxable 
income, a parent or other relative can claim the DTC under 
certain conditions. 



How To Qualify

– To qualify for the DTC, a form 

T2201 must be submitted the 

CRA. 

– Part “A” of the form can be 

completed by the family and 

Part “B” is to be completed by a 

medical doctor or other health 

practitioner.



Credit Amounts 



Considerations for the DTC

– Retroactive Payments

- Depending on the onset of the disability, the credit 

can be used for the current year and can be granted 

retroactively going back as far as 10 years.



Considerations for the DTC

– Period of Approval

- The CRA evaluates each application individually, and

depending on the circumstances, they may approve the DTC   

indefinitely or for a shorter period of time. 



Registered Disability 

Savings Plans (RDSP)

Looking Ahead 



What is an 

RDSP?

A tax deferred savings vehicle that was 
introduced by the government in 2008.  

Designed to help build long-term 
financial security for people with a 
disability. 

To Qualify:

Be eligible for the Disability Tax Credit

Be a Canadian Resident

Be less then 60 years of age

Have a valid SIN 



Opening an RDSP Account

1. Only one RDSP can be established per beneficiary 

2. The plan must be established by the disabled individual, unless 

he or she is a minor or not mentally competent.   In this case it 

can be established by the person legally authorized to act on 

behalf of the person with a disability. 

3. The person who established the plan is the “holder”.  There may 

be more than one holder but only one beneficiary.   



Contributions

Contributions can be made 
to an RDSP by anyone. 

Maximum lifetime 
contribution is $200,000 per 
beneficiary.  There is no 
annual limit.

Contributions are not tax 
deductible, but they grow 
tax free. 

Contributions must stop by 
the end of the year in which 
the beneficiary turns age 59. 



5 Ways To Contribute

1

Contributions by 
account holder

2

Contributions 
by people the 
account holder 
has authorized

3

Federal Grants 
and Bonds

4

Transfers from 
qualified RRSP, 
RRIF, or RPP

5

Transfers of an 
RESP that has 
the same 
beneficiary as 
the RDSP



Integrating Government 

Benefits With RDSP’s

The federal government offers two benefits for RDSP 
holders:

- Canada Disability Savings Grants (CDSGs) 

- Canada Disability Savings Bonds (CDSBs)



Canada Disability 

Savings Grant (CDSG) 

→CDSG’s are matching grants that the government will deposit into a RDSP to help 
accumulate savings.  

→The matching grants can be up to 300%, depending of the amount contributed and 
family net income. 

→ Lifetime max of $70,000 per beneficiary

→ Can be paid up until the year in which the beneficiary reaches age 49. 

→ Grant room can be carry forward for 10 years.

→ An RDSP can get a maximum of $3,500 in matching grants in one year.



CDSG Matching Amounts

– Amount of CDSG grant when family income is $93,208 or less:

– on the first $500 contribution—$3 grant for every 1 dollar contributed, up to $1,500 a 
year.

– on the next $1,000 contribution—$2 grant for every 1 dollar contributed, up to $2,000 a 
year.

– Amount of CDSG grant when family income is more than $93,208:

– on the first $1,000 contribution—$1 grant for every 1 dollar contributed, up to $1,000 a 
year.



Canada Disability 

Savings Bonds (CDSB’s)

In addition to 
CDSG’s, lower 
income families 
have access to 
CDSB’s. 

Up to $1,000 a 
year are available 
to low income 
beneficiaries.

Lifetime max of 
$20,000

Payable until the 
end of the year in 
which the 
beneficiary 
reaches age 49. 



Canada Disability Savings 

Bonds (CDSBs) 

Family Net Income Maximum Annual CDSB

$30,450 or less $1,000

between $30,450 and $46,605 $1,000  is reduced on a prorated basis *

Over $46,605 No bond is paid



Alice and Jim have a 16 year old son, Jared, who requires regular life-sustaining therapy and have a 

net family income of $20,500.  As Mark is eligible for the DTC, he is also eligible for the RDSP. 

Although Alice and Jim do not have funds available to contribute to and RDSP for Jared, they can 

establish a plan and still receive CDDBs of $1000 a year. 

Example



Considerations for RDSPs

1. Repayment of CDSG’s and CDSB’s

2. Investment Options

3. Withdrawing from a RDSP

4. Effects on Government Benefits 



The 10-Year Rule

CDSGs and CDSBs received in the 10 year period prior to a disability 

assistance payment must be repaid to the government. 



Investment Options

Qualified investments for RDSP’s are generally the same as those for other 

registered investment plans (i.e.. RRSP and RESP)



Withdrawing 

from an RDSP

Withdrawals are also known as 
disability assistance payments. 

Two Types of 
Payments:

Lifetime Disability 
Assistance Payments

Disability Assistance 
Payments 

Withdrawals are taxable to the 
beneficiary



Taxation of 

Withdrawals

– Family/beneficiary contributions 

are not taxable at withdrawal

– Investment income is taxable at 

withdrawal

– Grants and Bonds are taxable at 

withdrawal 



Eligible Transfers to RDSPs

• Between RDSPs

• Transferring RDSP must be terminated immediately after transfer

• RRSPs, RRIFs, or RPPs

• Must be from a deceased parent or grandparent that the beneficiary was financially 

dependent on

• RESP’s



Impact on 

Social 

Assistance 

Benefits

RDSPs do NOT impact other government 

income, such as : 

– OAS

– GIS

– CPP

– GST Benefit

– Social Assistance Benefits 



What is the beneficiary dies? 

– Full proceeds of the plan will be paid into the beneficiaries estate. 

– Original contributions remain non-taxable.  CDSG and CDSB are fully taxable on the individuals 

final income tax return. 

– It is important to speak to a lawyer to ensure that the money is distributed correctly. 



Other Planning 

Considerations

→ Henson Trusts

→ Beneficiary Designations

→ Life Insurance

→ Wills



Henson Trusts

– A formal trust to which assets can be contributed on behalf of a disabled individual.

– Henson trusts can compliment an RDSP because: 

– The trust is discretionary 

– Greater flexibility

– Address short term expenses

– As of 2016, Henson trusts can be designated as a Qualified Disability Trust, which receives 
preferential tax treatment on income earned in the trust.  

– A lawyer and financial planner can help you determine is a Henson Trust would work for you.



The Value of Beneficiary Designations

– Parents and Grandparent’s can assign a disabled relative who is financially dependent on them 

as beneficiaries on their registered accounts. (i.e. RRSP,RRIF, Pensions)



Life Insurance 

For Caregivers

What would 
happen to my 
child/family 
member if I 

were no longer 
around?

Would someone 
else be willing 
to take on the 

financial 
responsibility of 

their care? 

Would an 
appointed 

guardian have 
the means to 

pay for therapy 
and care? 

What about my 
spouse and 

other children?  



Life Insurance

Life insurance is the cheapest and most 
tax efficient way to ensure that your 
family is looked after if/when you die.  

Two important uses for life insurance: 

To provide an income 
to a spouse so that 

they can maintain their 
standard of living and 

keep up a child’s care if 
you die unexpectedly. 

To provide a lump sum 
inheritance to a child 
with a disability upon 

your death, that can be 
used to fund their care 

for the remainder of 
their life. 



Income to a Surviving 

Spouse

Imagine you lost your partners income and 

their time.  Would you still be able to 

provide care to your child, continue 

working, and meet other family members 

needs? 



Example

Johns wife, Jane, died unexpectedly last month. She had no life 
insurance.  Jane worked in the home caring for their 5 year old 
daughter Audrey, who has autism.  John now has to find care for 
Audrey while he is at work but he is unsure if he can afford it, as 
he still has to pay for Audrey's therapy and provide for his other 
children.



A Solution…

When Audrey was born, Jane, who was 27 at the time, took out 
a life insurance policy on herself for $500,000.   She paid $25 a 
month for it and it was good for 20 years. 

When she died, John received a tax-free cheque for $500,000 
that he will be able to use to pay for childcare and fund an RDSP 
for Audrey.   



Providing a Tax Free 

Inheritance

Permanent life insurance can provide a lump-
sum, tax free inheritance to a family member 

when you die. 



Example

John wants to be sure there are funds available to Audrey when he dies to assist with her 
care.  He contributed $200,000 of his late wife's life insurance proceeds to Audrey's RDSP, 
so there is no more room for him to contribute. John decided to take out a permanent life 
insurance policy on his life that will pay out to Audrey when he dies.

John pays $130 a month into the policy until he dies at the age of 70.  He has paid $59,280 
into the life insurance policy over the last 38 years, but Audrey will receive a tax free 
inheritance of $264,189 that can be put into trust to fund her care.



Wills

– Appoint guardians for your children 

– Distribute assets according to your wishes

– Saves time, money, and heartache 

– Having a lawyer draw up a will is worth 

every penny, and is one of the most 

valuable things you can do for your family. 



Questions? 


