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Retirement Savings Guide 
 
There is no question about it, saving for retirement should be one of your primary financial planning objectives.  After all, with increased 
life expectancies you could be spending a third of your lifetime in retirement.  While that period of your life may still be a few years away, 
it is crucial that you accumulate significant retirement savings during your prime working years. Over the next decade or two, the baby 
boomers will be approaching retirement age and it is not difficult to foresee that there will be continuing stress on CPP and other 
government support programs. More and more Canadians are quickly coming to realize that they should be taking steps now to ensure 
their own personal financial independence in retirement.   
 
Ottawa introduced the Registered Retirement Savings Plan (RRSP) in 1957 to give Canadians more incentive to save for retirement. 
Because of the preferential tax treatment that it receives, an RRSP is a highly effective way to build a pool of assets for retirement. An 
RRSP allows you to defer taxes on some of your earned income. In fact, you can effectively achieve a “tax-free rollover” of income to 
your RRSP because you are allowed a tax deduction for your RRSP contribution.  Furthermore, as long as your funds remain within your 
RRSP, investment returns are not taxable. This may not seem like a great benefit over one or two years, but over the long term, tax-free 
compounding of investment returns can add up to a tremendous advantage! 

 
 

 
An RRSP is a Tax-Effective Way to 

Save for Your Retirement 
 
 
Example: 
Assume you have $5,000 per year of pre-tax income available for investment over 30 years, you are in a 40% tax bracket, 
and your investments earn 8%. 
 
Invest in an RRSP 
Assume you start with $5,000 of pre-tax income and you claim an offsetting $5,000 RRSP deduction to end up with $5,000 
after-tax. 
 
 
$5,000 per year at a tax-sheltered return of 8% over 30 years  $566,416 
Less tax on the full amount @ 40%     $226,566 
Your after-tax capital at the end of 30 years    $339,850 
 
 
Invest outside of an RRSP 
Assume you start with $5,000 of pre-tax income and you pay tax at 40% to be left with $3,000 after-tax. 
 
 
$3,000 per year at an after-tax return of 4.8% over 30 years 
leaves the following after-tax capital at the end of 30 years  $192,605 
 
 
The RRSP Advantage                   $147,245 
 
 
 
This example is for illustrative purposes only and assumes a constant rate of return. 
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Your Personal RRSP Contribution Limit 
Canada Revenue Agency’s (CRA) Notice of Assessment, which follows your annual tax return, should indicate your allowable RRSP 
contribution limit including any unused RRSP contribution room since 1991 (see “RRSP Carryforward”).  If your Notice of Assessment 
has been misplaced, you can get the same information by phoning the General Inquiry number of your CRA District Taxation Office 
(under the “Government blue pages” in the phone book).  There is also a “T.I.P.S.” line in the same section of the phone book, which is 
operational during tax season although you must generally provide details from your personal tax return before information will be 
released. 
 
Contribution Age Limit 
Providing you have RRSP contribution room available, you can contribute to your RRSP up until December 31st of the year you reach age 
69.  If you are over age 69 but your spouse is not, you can direct any eligible contributions to a spousal RRSP up until December 31st of 
the year your spouse reaches age 69.  For information on “RRSP Maturity Options” see our special report “Creating Retirement Income 
with Your Registered Plan Assets”. 

 
RRSP Carryforward 
Starting with your 1991 contribution limit, you can carry forward unused RRSP contribution room indefinitely.  Despite this carry forward 
provision, you should always make your maximum annual RRSP contribution, if this is at all possible, even if you do not wish to use the 
tax deduction until a future year (see below).  If you miss contributions now, you may not be able to catch up later.  In addition, you will be 
delaying the opportunity to earn tax-free compounding returns.  Unfortunately, the carryforward provision does not apply to retiring 
allowance rollovers. 
 
CAUTION:  There is always the possibility that the government will change or eliminate this provision in the future. 

 
Contribution Deadline for Tax Purposes 
At the beginning of each particular tax year, you may become eligible for new RRSP contribution room based on your previous year’s 
earned income.  However, you can only claim an RRSP deduction for this amount in the tax return for that particular tax year if you make 
your RRSP contribution sometime during that tax year, or within the first 60 days of the following year.  For example, if your new 
contribution room for 2006 is $18,000 and you want to claim a tax deduction for this amount on your 2006 tax return, you have to 
contribute the $18,000 to your RRSP sometime between January 1, 2006 and March 1, 2007.  Remember, however, that you cannot 
contribute to an RRSP past December 31st of the year you reach age 69. 
 
 
 
YOU CAN CONTRIBUTE NOW BUT 
CARRY THE DEDUCTION FORWARD 
 
Many people do not realize that you can 
actually contribute up to your RRSP 
contribution limit in any given year but 
you do not have to use your tax deduction 
in that year.  In other words, you can 
contribute now, and immediately benefit 
from the tax-free compounding of 
investment returns, but defer the tax 
deduction to a future year when it might 
be more advantageous.  For instance, you 
may wish to use it to reduce income in 
retirement so as to avoid a clawback of 
government benefits. 
 

 
If You Wish to Estimate Your RRSP Contribution Limit for a 
Particular Tax Year*: 
 
First, take the lesser of A and B: 
 
A) 18% of the previous year’s “earned income” 

(see “RRSP Quick Reference Summary” on back page for income that qualifies) 
 

B) the maximum annual contribution limit of $18,000 
 

Second, if you are a member of a Registered Pension Plan or Deferred Profit Sharing 
Plan, subtract the previous year’s Pension Adjustment (PA) (your employer reports 
this on your T4) as well as any net Past Service Pension Adjustment (PSPA) 
 
Then, add any applicable Pension Adjustment Reversal (PAR) 
 
*Your total limit includes any unused RRSP contribution room from previous years 
(see “RRSP Carryforward” and box at left) 
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RRSP Withdrawals 
You can withdraw funds from your RRSP at any time, but the entire value of withdrawn amounts will be fully taxed as regular income in 
the year of withdrawal.  (A T4RSP is issued showing the withdrawal amount.)  Your financial institution must hold back a certain level of 
taxes right up front before you get your money (see “Tax Withholding”), and you may end up owing the government a lot more at tax 
return time, depending on your overall tax situation for the year. 

 
Tax Withholding at Source 
Just as employers are required by law to keep back a percentage of tax on their employees’ paycheques (essentially a “downpayment” of 
taxes), financial institutions are required to withhold tax at a prescribed rate on withdrawals from RRSPs (see “RRSP Quick Reference 
Summary” on back page).  However, the tax you end up owing the government in April, or the refund the government owes you, is 
dependent on your total annual income situation. 
 
Pre-Authorized Contribution Plan (PAC) 
This type of arrangement allows you to have funds automatically transferred from your chequing account to your RRSP every month.  A 
“PAC plan” makes it easy to contribute, and is an effective way to implement a systematic savings program. 
 
Borrowing to Make an RRSP Contribution 
It may be worthwhile to borrow all or part of your RRSP contribution, especially if your investment returns will be greater than the cost of 
borrowing.  However, any tax refund should be applied against the loan and you should fully repay the loan within one year. 
 

 
As long as the proper documents are completed, you can generally transfer assets between registered 
plans without any tax consequences.  For instance, you can roll RRSP assets to a RRIF and then back 
to an RRSP again provided the minimum withdrawal is paid and you are under age 69.  However, if 

you withdraw money from an RRSP, you can never put it back in again (two exceptions are: a 
withdrawal under Home Buyer’s Plan and Lifelong Learning Plan– see page 7).  You permanently 

lose that contribution room. 
 

 
 
RRSP Contributions “In Kind” 
Instead of making a cash contribution to your RRSP, you can generally contribute some non-registered securities that you already own.  
Providing you have a Self Directed RRSP (see page 7), you can contribute any qualified investments (eligible mutual funds, T-Bills, GICs, 
common shares, bonds etc.) and receive a tax deduction equal to the fair market value at the time of the contribution.  When you do this, 
you are deemed to have sold the securities when the contribution is made, and any accrued capital gains are taxable.  Unfortunately, in this 
case you can’t recognize any capital losses for tax purposes, so you should not contribute “losers”.  Your RRSP contribution slip for CRA 
will clearly indicate that the contribution is “in kind” not cash. 
 
Swapping Non-Registered Securities for Cash in a Self Directed RRSP 
If you have RRSP eligible securities outside of your RRSP and cash inside your RRSP, you can generally “swap” the securities for the 
cash.  The cash you receive must equal the fair market value of the securities.  The amount paid out of the RRSP to purchase your non-
registered securities is not added to your taxable income and there is no tax withheld at source.  Although a swap for cash is really a 
buy/sell transaction, you cannot recognize any capital losses for tax purposes, even though accrued capital gains are taxable. 
 
The $2,000 Overcontribution Limit 
You are allowed to maintain up to $2,000 of overcontributions in your RRSP.  This is a lifetime limit and it is only available to those who 
have reached at least age 18 in the previous year.  If you exceed the limit, you will be subject to a 1% per month penalty on any excess 
amount.  The $2,000 limit is basically designed to provide a margin for error in calculating RRSP contribution levels.  You do not get to 
claim a deduction if you make a $2,000 overcontribution, and it will be fully taxed as income when withdrawn (“double taxation”), but the 
tax-free compounded investment returns within your RRSP may make up for this over a long period of time.  You are cautioned, however, 
that if your overcontribution is cashed out after only a short period of time, you will not have received any benefit to make up for the 
double taxation.  Of course, in future years, you can always choose to absorb the overcontribution with unused contribution room. 
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An “Accidental” Overcontribution can Sometimes be Removed Without Tax Consequences 
 
The withdrawal must still be included in taxable income, but it is effectively tax-free if you are allowed to claim an 
offsetting deduction (the onus is on the taxpayer to prove his or her case to the CRA).  Although other tests apply, the 
following criteria must be met: 
 
It must have been reasonable to consider that: 
 

the individual expected the full amount of the overcontribution to be deductible in either the year made or the 
preceding year, 

 
and 
 

it must have been reasonable to consider that the individual did not make the overcontribution with the intent of 
subsequently withdrawing the contribution and claiming a deduction. 

 
 
 
 
 
Spousal RRSPs – An Income Splitting Opportunity 
If you expect your spouse’s income to be lower than your own during retirement, you may wish to consider directing your contributions to 
a spousal RRSP.  This is an easy and effective way to achieve some “income splitting” during retirement for tax purposes. 
 
Any amount which you are eligible to contribute to your own RRSP may be directed to a spousal RRSP instead.  You get to personally 
claim a tax deduction for the amount you contribute, but the plan and plan assets are owned and controlled by your spouse.  Your 
contributions to a spousal RRSP will not affect your spouse’s ability to contribute to his or her own RRSP based on his or her own 
personal contribution limit.  As mentioned previously, if you are over age 69, you may direct any of your allowable contributions to a 
spousal RRSP up until December 31st of the year your spouse turns age 69 (see “Contribution Age Limit”). 
 
Three-Year Withdrawal Rule 
There is an “anti-avoidance” provision attached to spousal plans which is designed to prevent a high-income spouse from contributing to a 
spousal plan and having funds almost immediately withdrawn and taxed to the lower-earning spouse.  Generally, this provision stipulates 
that amounts withdrawn from spousal RRSPs are to be taxable to the contributor if any spousal contributions have been made in the year of 
the withdrawal or in the two previous calendar years.  Because of this provision, funds from spousal RRSPs and non-spousal RRSPs 
should not be co-mingled.  The three-year withdrawal rule does not apply if your spouse withdraws funds while you are living apart due to 
marriage breakdown. 
 
You should realize that if your spouse transfers funds from a spousal RRSP to a RRIF, the RRIF becomes a spousal plan for tax purposes.  
Amounts that are withdrawn in excess of the annual minimum are subject to the three-year withdrawal rule. 
 
CAUTION:  The annual minimum is zero in the year a RRIF is set up, therefore any amount withdrawn in that year may become taxable 
to the contributor under the three-year rule.  CRA form T2205 is used to ultimately determine which spouse should be taxed on withdrawals 
from RRSPs and RRIFs. 

4 



FINANCIAL PLANNING & ADVICE SOLUTIONS
 

 
Retirement Savings Guide

 
 
 

 
Tracking Withdrawals from Spousal RRSPs 

 
 
Last calendar year that you made any 
contributions to any spousal plans 

 
2003 

 
2004* 

 
2005 

 
2006 

 
2007 

 
2008 

(deduction year is not relevant)       

       

First calendar year that your spouse can 
withdraw funds from any spousal plan without 
triggering “attribution” on the amount of your 
contributions** 

2006 2007 2008 2009 2010 2011 

      
*  If you made your contribution for the 2004 tax year in December 2004 rather than in January or February of 2005, and you made no further contributions to any 

spousal plan before 2008, your spouse would be able to withdraw funds from a spousal plan in 2007 without triggering attribution (rather than in 2008). 
**For further clarification, see the CRA form T2205. 
 

 
 

RRSPs At Death 
Generally, if a spouse is to be the beneficiary of RRSP assets, then the spouse should be specifically named as beneficiary on all RRSP 
contracts*.  This indicates that the spouse is to have immediate ownership of the funds on the death of the planholder.  A “probated Will” 
should not be necessary because there is a legal document passing the asset outside the estate.  In addition to reducing probate costs, this 
should help to speed the transfer of funds to the spouse.  (Note, however, that not all financial institutions have uniform policies on 
beneficiary designations and other estate settlement issues.)  Regardless of whether the spouse is named as beneficiary on RRSP contracts, 
or is entitled to RRSP assets via the estate, the spouse generally has the option of rolling RRSP assets to his or her own RRSP. 
 
If there is a physically or mentally infirm child who was a dependent of the deceased, RRSP assets can be rolled to that child’s RRSP.  If 
there are children who were dependants of the deceased and they are not physically or mentally infirm, RRSP assets cannot be rolled to 
their RRSPs but the full value of the RRSPs can be taxed in the children’s hands, or the RRSP assets can be rolled to a special annuity 
providing payments to age 18. 
 
Non-dependent children or others cannot roll RRSP assets to their own RRSPs.  If they are named as beneficiaries on RRSP contracts, they 
receive the full value of the RRSP tax-free but the estate pays the tax on the full value.  (If the estate comes up short, CRA will claim the 
taxes from the RRSP beneficiaries.)  If non-dependent children or others are left RRSP assets in the Will, the full value will be taxed as 
income in the final return of the deceased, and then they will receive their share of the estate after taxes.  It is important to note that leaving 
assets to one heir via beneficiary designation, and to another heir via the estate, could create a grossly inequitable situation because of the 
taxes. 
 
(You are advised to seek professional tax and legal advice regarding the coordination of your Will and your beneficiary designations since 
there are many factors to be taken into account, including tax and family-law considerations.) 
 
*  Rules differ in the province of Quebec where beneficiary designations are not recognized and assets should be distributed through your 
Will. 
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Retiring Allowance Rollover 
At retirement or termination of employment, employees are typically offered some sort of severance payment.  If your severance is paid 
out as a “retiring allowance”, it will receive special tax treatment.  That is, subject to certain limits (see “RRSP Quick Reference Summary” 
on page 9) it will be eligible for tax-free rollover to your RRSP (not to a spousal RRSP).  This special rollover does not erode your 
“regular” RRSP contribution room. 
 
You can have your employer directly roll the funds to your RRSP (in which case, tax will not be withheld), or you can receive the money 
and then personally contribute it to your RRSP.  However, if you wish to take advantage of the special tax treatment, you must contribute 
the funds to your RRSP within 60 days after the end of the year that the retiring allowance is received.  (There is no “carryforward” 
allowed in this case.)  For more information on Retiring Allowances, see our Special Report Strategies for Dealing with an Early 
Retirement Package. 
 
Pension Adjustment Reversal (PAR) 
The 1997 Federal Budget introduced a Pension Adjustment Reversal (PAR) to restore lost RRSP contribution room.  (As previously noted, 
a Pension Adjustment reduces your RRSP contribution room.)  If you leave an RPP or DPSP (after 1996 and before retirement) and you 
receive a commuted value that is low, relative to the RRSP room given up while a plan member, PAR should largely restore the RRSP 
room that otherwise would be lost forever.  Although each situation should be reviewed individually, in most cases, the Pension 
Adjustment Reversal should restore RRSP contribution room to the extent that your Pension Adjustments exceed your pension benefits. 
 
Self Directed RRSP 
With some types of RRSP accounts, you are restricted in the types of investments you can hold.  For instance, you may be limited to term 
deposits, GICs and certain mutual funds.  A “Self Directed RRSP” on the other hand, offers maximum flexibility and the broadest 
investment choice.  This type of plan allows you to hold a wide range of securities (stocks, bonds, mutual funds etc.), and gives you the 
ability to change the mix of investments to correspond with changes in age, risk posture, and economic climate. 
 
Should Your Self Directed RRSP Invest in Your Mortgage? 
This may make sense if you believe the interest rate on your mortgage will outperform your potential return on other investments available 
for your RRSP.  The “RRSP mortgage” must have normal commercial terms, including market interest rates, and it must be insured by the 
National Housing Act (NHA) or a public mortgage insurer.  It is important to understand that there is no “tax advantage” to holding your 
own mortgage in a Self Directed RRSP, and your obligation to make regular mortgage payments will not be alleviated.  Since there are set-
up and legal fees, as well as annual administration fees involved, this strategy is usually only considered if the RRSP is fairly large (e.g. 
$50,000 or more). 
 
The Home Buyer’s Plan (HBP) 
The Home Buyer’s Plan allows you to “borrow” up to $20,000 from your RRSP in order to buy or build a home.  (For each withdrawal, 
you have to complete form T1036 “Applying to Withdraw an Amount Under the Home Buyer’s Plan”.)  Generally, you cannot participate 
in the plan if you owned your principal residence in the past five years.  If you have a spouse and you are both eligible for the plan, you 
can each withdraw up to $20,000 from your own RRSPs. 
 
You are required to repay your RRSP over a period of 15 years and your payments have to start two years after the year of withdrawal.  As 
with RRSP contributions, you are allowed to make your repayment within the 60 days following the year end.  Repaid amounts do not 
receive a tax deduction and they do not affect your annual RRSP contribution limit.  If you fail to repay the required amount when it is 
due, the amount is taken into your taxable income.  You may wish to note that you always have the option of repaying the funds sooner if 
you wish.  It is also important to know that your RRSP deduction can be affected by your participation in the Home Buyer’s Plan. 
 
For more information, refer to the CRA brochure on the Home Buyer’s Plan. 
 
The Lifelong Learning Plan (LLP) 
The Lifelong Learning Plan allows you to withdraw up to $10,000 in a calendar year and up to $20,000 in total from your RRSPs to 
finance full-time training/education for you, or your spouse/common-law partner.  As long as you meet the requirements of the LLP every 
year, you can withdraw amounts from your RRSPs until January of the fourth year after the year you make the first LLP withdrawal.  
Generally, you are required to start repaying your LLP withdrawals at the beginning of the fifth year after your first LLP withdrawals and 
the second year after completing the qualifying educational program.  However, in most cases, the repayments will start earlier than that. 
 
For more information, refer to the CRA brochure on the Lifelong Learning Plan. 
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If you withdraw funds from an RRSP under the Home Buyer’s Plan within 89 days of contributing to the RRSP, 
part or all of your RRSP contribution may not be tax-deductible* (see example below). 

Value of RRSP Jan. 1/2006 $10,000   
2006 contribution on Feb. 2/2006 $18,000 $28,000  

Withdrawal under Home Buyer’s Plan on April 12/2006  $20,000 
_______ 

 

Total value of RRSP after withdrawal $  8,000 (A) 
2006 RRSP contribution $18,000 

_______ 
(B) 

2006 RRSP contribution that cannot be deducted $10,000 (B-A) 
(amount of contribution which is greater 
than RRSP value after withdrawal under plan) 

  

 
* It appears that this calculation is applied on a plan-by-plan basis; refer to the CRA brochure on the Home 

Buyer’s Plan. 
 

 
Basic RRSP Tips 

• Don’t delay, start your RRSP as soon as possible.  An extra five years of tax-free compounding investment returns makes a big 
difference.  Investing $5,000 per year at 8% gives you $365,530 after 25 years compared to $566,416 after 30 years.  The difference is 
$200,886. 

• Make your RRSP contribution at the beginning of the year instead of at the end of the year.  Investing $5,000 at 8% at the 
beginning of the year over a five-year period will give you $2,347 more than if the same amount was invested at the end of the year.  
Compounded for 30 years, this becomes an extra $45,313.  Obviously, there is a significant benefit to making your contribution early in 
the year. 

• Maximize your rate of return; an extra one or two percentage points does make a difference.  For example, investing $5,000 per 
year in your RRSP for 30 years at 8% will give you total retirement capital of $566,416.  If you earn 2% more, your total retirement capital 
will be $822,470.  The difference is $256,054. 

 
 

THE HIGH COST OF DELAY 
Investing $5,000 per year 

in your RRSP at 8% 
 

Over 30 years grows to: 
$566,416 
 
Over 25 years grows to: 
$365,530 
 
The cost of delay: 
$200,886 

 
 

 
INVEST EARLY IN THE YEAR 

$5,000 per year invested in your RRSP at 
beginning vs end of year at an 8% return 

$2,347

$10,861

$45,313

5 15 30

INVESTMENT PERIOD

 

 
INVESTING $5,000 PER YEAR IN 

YOUR RRSP 
FOR 30 YEARS 

 

$566,416

$822,470

8% 10%
RATE OF RETURN
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RRSP Quick Reference Summary 

MAXIMUM RRSP CONTRIBUTION LIMIT 
2006 - 18% previous year’s Earned Income up to $18,000 less PA 
2007 - 18% previous year’s Earned Income up to $19,000 less PA 
2008 - 18% previous year’s Earned Income up to $20,000 less PA 
2009 - 18% previous year’s Earned Income up to $21,000 less PA 
2010 

              2011     
- 18% previous year’s Earned Income up to $22,000 less PA 
- 18% previous year’s Earned Income up to $22,000 indexed   
   less PA 

WHERE TO GET PERSONAL CONTRIBUTION INFORMATION 
 

• “Notice of Assessment” which follows tax return  
(shows RRSP limit + unused deduction room since 1991) 

• CRA General Enquiry # and TIPS line also provide annual limit 
(Government blue pages of phone book) 

• Employers report PA (Box 52 of T4; Box 34 of T4A) 
 

Examples of Earned Income 
 
Employment Income 
Net income from self-
employment 
Net rental income 
Alimony/maintenance received 
(under certain circumstances) 
CPP/QPP disability benefit 
(not regular CPP/QPP) 

Does NOT Qualify as Earned Income 
 
Investment income 
Taxable capital gain 
Death benefit 
Retiring allowance 
Pension or DPSP income 
RRSP/RRIF/OAS/CPP/QPP 

SPOUSAL RRSPs 
• Direct your contribution to spousal plan; you claim deduction 
• May contribute to spousal plan until spouse’s 69th birthday 

(providing you have contribution room) 
Plan and plan assets are owned and controlled by spouse 

REFUNDS ON DEATH 
• may be rolled to spouse’s RRSP 
• may be rolled to RRSP of physically/mentally infirm child who was 

dependant of deceased 
• may be added to taxable income of child who was dependant of deceased, 

or used to buy fixed-term annuity to age 18 
 

OTHER SPECIAL RRSP ROLLOVERS 
• Spouses can directly transfer between plans due to legal separation/divorce 

 
Retiring allowance may be rolled to own RRSP, not spousal (limit of $2,000/ 
calendar year of employment up to and including 1995 plus $1,500/year of 
employment up to and including 1988, when employer contributions to RPP/ 
DPSP did not “vest” in employee.) 

RRSP CARRYFORWARD  
• Can carry forward unused contribution room indefinitely (to age limit) 
• Can also contribute now but carry tax deduction forward 

(to shelter income in a later year; possibly reduce clawback of government benefits) 
• Retiring allowance is not eligible for carryforward treatment 

 

THREE-YEAR WITHDRAWAL RULE ON SPOUSAL RRSPs  
Withdrawals are “attributed” back to you for tax purposes if you’ve made any 
contributions to any spousal plans in calendar year of withdrawal or in two previous 
calendar years 

• Does not apply while living apart due to marriage breakdown 
• Only applies to RRIF income in excess of RRIF minimum 
• Rolling funds from spousal RRSP to RRIF creates spousal RRIF 

CONTRIBUTING SECURITIES THAT YOU ALREADY OWN 
(Making contributions to Self Directed RRSP “in kind” rather than in cash) 

• Contribution = fair market value of securities at time of contribution 
• Deemed disposition of securities when contribution made 
• Capital gains taxable but cannot use capital losses 

$2,000 OVERCONTRIBUTION (lifetime limit)  
• Only if you reached at least age 18 in preceding year 
• Overcontributions in excess of $2,000 subject to 1% per month penalty 
• No RRSP deduction and withdrawals taxed 

(to claim offsetting deduction taxpayer must prove it was “accidental”) 

HOME BUYER’S PLAN (HBP) 
(Withdraw maximum $20,000 from RRSP) 
• Cannot have occupied own or spouse’s home for five years 
• Must complete form T1036 “Applying to Withdraw an Amount Under the 
 Home Buyer’s Plan” 
• Must repay minimum 1/15th of total per year; report on Schedule 7 with tax 
 return (defaults added to taxable income) 
• If you withdraw funds from an RRSP under the Home Buyer’s Plan within 

89 days of contributing to the RRSP, part or all of your RRSP contribution 
may not be tax-deductible 

SWAPPING SECURITIES FOR CASH  
(Swapping non-registered securities for cash in Self Directed RRSP) 

• Cash received = fair market value of securities swapped 
• Cash not added to taxable income, no tax withheld 
• Capital gains taxable but cannot use capital losses 

 

TAX WITHHELD ON RRSP WITHDRAWALS 
(for RRIFs, tax withheld only on withdrawals in excess of minimum) 
  

Quebec 
 

Other Provinces 
 
$5,000 or less 

 
21% 

 
10% 

$5,001 - $15,000 26% 20% 

LIFELONG LEARNING PLAN (LLP) 
(Withdraw maximum $20,000 from RRSP) 
• Must enrol in a qualifying education program, at a designated educational 

institution and usually on a full-time basis 
• Use Form RC96 to withdraw the funds 
• Repayment starts in the fifth year after your first LLP withdrawals or earlier 

depending on the individual cases 
• If you withdraw funds from an RRSP under the LLP within 89 days of 

contributing to the RRSP, part or all of your RRSP contribution may not be 
tax-deductible 

$15,001 + 31% 30% 
 

 
 
 

If you are already maximizing your RRSP contributions, and would like to investigate opportunities to tax shelter additional savings, ask your CIBC Wood Gundy Investment 
Advisor for information on some effective strategies using “Universal Life Insurance”. 

 
 

www.cibcwoodgundy.com 
 
 

Clients are advised to seek advice regarding their particular circumstances from their personal tax and legal advisors.  CIBC Wood Gundy is a division of CIBC World Markets 
Inc., a subsidiary of CIBC and Member CIPF. 
 

2006-08-01 
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