The New Registered Disability Savings Plan
Canada has the distinction of being the first country to create a Registered Disability
Savings Plan (RDSP). The purpose of this plan is to "assist parents and grandparents of
a child with a severe disability to plan ahead to ensure that child's financial security
when they are no longer able to provide support". A qualifying "child" can be a minor or
an adult who qualifies for the federal disability tax credit, subject to certain age
restrictions (see below). An RDSP can be set up in conjunction with two other programs
that offer additional benefits:
1. The Disability Savings Grant program will match contributions to the RDSP at rates
of 100%, 200% or 300%, depending on family income and the amount contributed,
subject to a lifetime cap of $70,000.
2. Disability Savings Bonds of up to $1,000 per year will also be available to low and
modest income families. These are in addition to the RDSP and the Savings Grants.
The target date for implementation is 2008.
It is anticipated that RDSP's will operate much like RESP's. They would be opened at a
participating financial institution by making an initial contribution. Any parent, relative or
friend can contribute. The disabled beneficiary can himself (or herself) make a
contribution. There is no annual limit, however there is a lifetime cap of $200,000 total
contributions to an RDSP by a relative, friend or the beneficiary.
Investment income earned in RDSP's will accumulate tax free, and payments out to the
beneficiary will also be tax free. (However, investment income earned on the Savings
Grants or Bonds will be taxable.) Payments can only be made to the disabled
beneficiary or to the legal representative if there is one. A "legal representative"
includes a court appointed committee, a "power of attorney", or the parent of a minor
beneficiary ("minor" means under the age of 19).
One feature of the RDSP's that may work an unfairness to older disabled persons are
the age limits. Contributions will be permitted only until the beneficiary is 59 years old,
and eligibility for the Savings Grant will expire when the beneficiary turns 49. Thus older
beneficiaries will not have the same opportunity as younger ones when RDSP's are
implemented.
In British Columbia, disabled persons over the age of 19 may already be receiving
monthly benefits, sometimes called "Disability 2 Payments", under the Employment and
Assistance for Persons with Disabilities Act. Since payments from an RDSP to a
Disability 2 recipient would count as unearned income, they would reduce monthly

benefits. Concerned organizations are presently working with the government to resolve
this difficulty. The proposal is to treat RDSP's as "Discretionary Trusts" which presently
receive favourable treatment under the legislation.
With the potential for tax-free growth and the matching grants and bonds, the groundbreaking RDSP offers significant benefits and an excellent way for friends and family to
plan for the care of loved ones who are living with disabilities.
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