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A tax-sheltering tool to help with post-secondary education 
The Registered Education Savings Plans (RESPs) assist subscribers (usually parents) to save 
for post-secondary education for beneficiaries (usually their children). RESPs provide three 
main financial benefits:  

1. Government money is added to the subscriber’s personal contributions  
2. Tax-sheltered growth of both the personal and government money in the plan  
3. Tax is usually borne later by the student-beneficiary,  

who will typically be at a lower tax bracket than contributors 

How are RESPs set up?  
To set up an RESP, a subscriber contracts with an RESP promoter (an offering financial institution) to save for the 
education of a beneficiary. The subscriber may then make contributions to the plan or invite anyone else to 
contribute.  

A beneficiary must be a Canadian resident with a social insurance number (SIN) when the plan is opened. Any 
person may be a subscriber, but usually it is the beneficiary’s parent. The SIN of the subscriber must also be 
provided to register the plan in the tax system.  

Most plans are set up as an individual plan with one beneficiary, or a family plan where the beneficiaries are 
related siblings or cousins. There are also group plans administered based on age-determined groups.  

There’s no minimum or maximum beneficiary age to open an individual plan. You can even set one up for 
yourself. Contributions may be made for up to 30 years, and the plan may stay open for up to 35 years. If the 
beneficiary qualifies for the disability tax credit, these timelines are extended by 5 years.  

What is the maximum allowable contribution and what is the tax treatment?  
In terms of personal contributions, there is no maximum annual contribution limit, as long as the lifetime personal 
contribution does not exceed $50,000 per beneficiary. There are however annual limits to the amount of 
government assistance (see below), which could influence personal contribution timing.  

Tax treatment depends on source of the money and timing: 

• Personal contributions are after-tax, meaning there is no tax deduction at that time.  

• Government assistance is not taxable when credited to a plan.  

• While in the plan, there is no tax on income earned on either personal or government contributions.  

• When taken out, all income and government assistance are taxable to the beneficiary when paid as education 
assistance, but withdrawal of personal contributions is not taxable.  
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How much government assistance can subscribers receive?  
There are three main sources of federal government support (and some provinces also have programs):  

Canada Education Savings Grant (CESG)  
Basic CESG is a 20% matching grant of up to $500 annually, to a lifetime maximum of $7,200. Carryforward room 
must be claimed before the beneficiary turns 18 years of age. In theory, if cash is available, the full lifetime 
$50,000 contribution could be made in one year, but then only a single year’s CESG would be collected, leaving 
thousands of government support money unused. 	

Additional CESG  
On the first $500 of annual contributions, an extra grant of 100% is provided for low-income families, or 50% for 
middle-income families. These thresholds are indexed annually. 	

Canada Learning Bond (CLB)  
For a child in a low-income family, the CLB provides $500 in the first year, then $100 annually to age 15, for up to 
$2,000 total. No personal contributions are required. The CLB is provided to low-income families in addition to 
CESG benefits. 	

How are funds withdrawn from the plan? What is the tax treatment for withdrawals?  

The subscriber may choose how much and what type of draw is to be taken from the RESP:  

Education Assistance Payment (EAP)  
An EAP can be paid once a beneficiary is attending qualified education, training or an apprenticeship program – 
either in Canada or abroad. As a distribution of the plan’s government assistance and accumulated income, the 
full amount is taxable to the beneficiary. 	

Refund of contributions  
Personal contributions can be returned to the subscriber at any time without tax consequences, as long as the 
beneficiary is enrolled in a qualifying program at the time. If not, the withdrawal of personal contributions may 
trigger repayment of recent years’ government assistance, according to a formula based on the timing of the 
original contributions. 	

Accumulated Income Payment (AIP)  
This is a taxable payment of any remaining income in the plan to the subscriber, generally only if the beneficiary 
will not be attending school. An extra 20% tax applies, which may be avoided by rolling the AIP amount into an 
RRSP (assuming the subscriber has at least that amount of room in their RRSP). The plan must then be closed 
by the year following the AIP. 	
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For more information, please consult your financial advisor and tax professional. 
Mutual funds are offered through Credential Asset Management Inc. and Qtrade Asset Management (a tradename of Credential Asset 
Management Inc). Mutual funds and other securities are offered through Qtrade Advisor and Credential Securities, a division of Credential 
Qtrade Securities Inc. Credential Securities is a registered mark owned by Aviso Wealth Inc. 
Aviso Wealth Inc. ('Aviso') is a wholly owned subsidiary of Aviso Wealth LP, which in turn is owned 50% by Desjardins Financial Holding 
Inc. and 50% by a limited partnership owned by the five Provincial Credit Union Centrals and The CUMIS Group Limited. The following 
entities are subsidiaries of Aviso: Credential Qtrade Securities Inc. (including Credential Securities,  Qtrade Direct Investing, Qtrade 
Advisor, VirtualWealth and Aviso Correspondent Partners), Credential Asset Management Inc., Credential Insurance Services Inc., 
Credential Financial Strategies Inc., and Northwest & Ethical Investments L.P. 
The information contained in this article was obtained from sources believed to be reliable; however, we cannot guarantee that it is 
accurate or complete. This material is for informational and educational purposes and it is not intended to provide specific advice including, 
without limitation, investment, financial, tax or similar matters. This document is published by CQSI and CAM and unless indicated 
otherwise, all views expressed in this document are those of CQSI and CAM. The views expressed herein are subject to change without 
notice as markets change over time. 


