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I T ’ S  B A C K - T O - S C H O O L  T I M E

In Brief: Withdrawing from the RESP
With the return of autumn, many families may be turning their 
attention to school. If you have a (grand)child who has headed to 
college or university this fall, congratulations! Now is the time to take 
action and tap the fruits of your labour: the Registered Education 
Savings Plan (RESP). Here are some considerations, in brief:

Understand the three components of the RESP. Track RESP 
balances according to their source: i) grants, ii) contributions and iii) 
accumulated income (AI) — income or gains made on contributions 
and grants. Grants and AI may be paid out to the beneficiary as an 
Education Assistance Payment (EAP), taxable in the student’s hands. 
Generally, any unused grants will be clawed back and unused AI may 
be potentially subject to a penalty tax. Original contributions can 
be withdrawn, tax free, at any time, or paid tax free to a qualifying 
beneficiary. When withdrawals are made, you will need to specify how 
much comes from each bucket.

Give thought to how you will time your withdrawals. Consider 
drawing EAPs early when a child’s income is low (depending on 
summer jobs and co-op programs). It may be beneficial to spread 
EAPs over several years to make use of tax credits, such as the basic 
personal amount and tuition tax credit. 

Deplete the account 
while the beneficiary is 
enrolled in an accredited 
program. While you can 
only withdraw $5,000 
of EAPs in the first 13 
weeks, there is generally 
little restriction after that 
period while enrolled. Be aware that for payments received after a 
beneficiary is no longer enrolled, unused grants may need to be repaid 
and AI payments will be subject to additional taxes potentially. There 
is a six-month grace period after enrolment has ceased that allows for 
RESP withdrawals to qualify as EAPs.

Explore alternatives if a child does not go to school. The RESP 
can remain open until the end of the calendar year that includes the 
35th anniversary of its opening. If plans have changed, consider the 
option to transfer the RESP to a sibling or transfer AI to the parent’s 
Registered Retirement Savings Plan, both subject to various conditions.

For more information, see: https://canada.ca/en/revenue-agency/services/
tax/individuals/topics/registered-education-savings-plans-resps.html

R E T I R E M E N T  P L A N N I N G

Age Milestones: Do You Need to Take Action? 
Before each year end, we remind our readers that those who reach 
certain milestones need to consider their options in preparing for 
retirement. If you are nearing the following ages, take note of these 
considerations as you look to maximize your retirement savings. Don’t 
leave money on the table. If you need help, please give us a call. 

At Age 60

Consider early Canada Pension Plan (CPP) payments. Although 
the standard age for starting CPP payments is 65, you have the option 
to collect your CPP retirement pension as early as age 60. Payments 
will be permanently reduced if you begin early. You may wish instead 
to defer CPP payments to receive an increased benefit by starting 
payments between the ages of 65 and 70. 

At Age 65

Don’t forget the federal Pension Income Tax Credit. The Pension 
Income Tax Credit allows you to claim a tax credit equal to the lesser 
of your pension income or $2,000. Since this is a non-refundable 
tax credit, it cannot be carried forward. Note that there are certain 
exceptions in which the Pension Income Tax Credit can be used 
before the age of 65, including for those individuals 55 years of age 
or older who have certain qualifying types of pension income, or 
widow(er)s, so seek advice on your particular situation. In Quebec, the 
pension recipient must be age 65 to split all types of pension income.

If you don’t have a pension, you can generate qualifying pension 
income at age 65 by opening a Registered Retirement Income Fund 
(RRIF), for example. We are available to assist with this option.

Consider pension income splitting. If your spouse/common-law 
partner has a lower marginal tax rate and/or available tax credits to 
provide tax savings, you may consider pension income splitting. An 

individual can allocate 
up to 50 percent of their 
eligible pension income 
to his or her spouse for 
tax purposes. (Note: 
individuals as young as 
age 55 may have qualifying 
pension income under 
certain circumstances.)

At Age 71

Convert your RRSP before year end. You must convert your 
Registered Retirement Savings Plan (RRSP) before the end of the 
calendar year in which you turn 71 years of age. The most common 
choice is to open a RRIF, but there are other options to consider, 
including purchasing an annuity or distributing funds, which will be 
taxed as income.

Make final payments to the RRSP before year end. Consider 
catching up on any unused contribution room from previous years 
before the end of the year. You won’t be able to contribute until the 
usual RRSP deadline (which is 60 days after the end of the year) as your 
plan will need to be collapsed before the year ends.

Consider contributing to a spousal RRSP. If you have reached 
the age of 71 but have a younger spouse and have unused RRSP 
contribution room (or are still generating RRSP contribution room if you 
still have earned income), consider contributing to a spousal RRSP. This 
has the potential to defer taxes and/or split income.

If we can assist with any of these matters, please call. As always, 
consult a tax specialist regarding your particular situation.

https://canada.ca/en/revenue-agency/services/tax/individuals/topics/registered-education-savings-plans-resps.html/
https://canada.ca/en/revenue-agency/services/tax/individuals/topics/registered-education-savings-plans-resps.html/

