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All About RESP Accounts
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By Kurt Rosentreter, CPA, CA, CFP, CLU, TEP, CIMA, FCSI, CIM

WWhhaatt  iiss  aann  RREESSPP??

RESPs or registered educational savings plans are the “go to” savings account products

for parents of kids in Canada who have goals of their child pursuing post-secondary

education after high school.

An RESP is a registered investment account that you open at a bank, a brokerage or an

insurance company to save tax sheltered money for your child or children from

birth. Parents should open a family RESP plan if they have more than one child and strive

to contribute $2,500/ per child for at least 16 years. Money inside the RESP account is

tracked by child and can be invested to buy GICs, stocks, bonds and other investment

products. By the time the child is age 18 and ready for post secondary education, parents

who have fully funded the RESP plan usually have around $60,000 to $100,000 per child for

the educational costs ahead. 

TTiimmee  FFoorr  WWiitthhddrraawwaallss!!
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So your child is age 18 and starting some kind of post secondary program. Universities,

trade schools, colleges, co-op programs, school outside of Canada, so many options for

kids qualify for RESP cost coverage. 

WWhhaatt  KKiinndd  ooff  CCoossttss  QQuuaalliiffyy??

Besides tuition costs, consider seeking withdrawals from the RESP for the following

additional costs you incur:

• Costs of living on campus in residence or rent for living off-campus.

• Food costs while going to school

• Travel costs to and from school and while at school

• All technology related costs to help you learn – internet connections as well as

buying a laptop or Ipad all count.

• Specialty equipment needed for certain professionals (eg. Musical instrument for a

music student, steel toe shoes for a welder’s course).

• Any other costs you incur (student or parent) in furtherance of education over the

years the child is in post secondary school.

Keep all your receipts to support your request for reimbursement through an RESP

withdrawal. We recommend you (the parent) pay the expenses yourself for a few months,

add all the receipts together and ask for one or two withdrawals from the RESP a year to

keep administration simple.

RREESSPP  SShhaarriinngg

It is important to know that money contributed into the RESP is tracked for each child

(contributions, grant, earnings) but money withdrawn from the RESP can be commingled

to some extent so that you can use a larger proportion towards one child if needed. We

recommend that you use the RESP as needed in the initial years even if it means you run

out for the last child. We know you will be fair to all kids (you will cover all shortages) but

we feel that using the money fast is important in case any of the kids do not use their

portion – you do not want to have money left over in the plan at the end and face potential

penalties!

IImmppoorrttaanntt  TTaaxx  PPllaannnniinngg



When you make a withdrawal from the RESP each year, it is important to know that the

grant and the earnings inside the RESP plan are taxable to the child upon withdrawal while

your contributions are not. That means every withdrawal should be carefully planned so

not to create huge amounts of taxable income for the child – especially when considered

against money they make from summer jobs or investment income. To avoid triggering

income tax on the child’s tax return, it is advisable to keep the taxable withdrawal portion

of the RESP money well below $20,000 per year, depending on the child’s other sources of

income and applicable tax credits.

Further, note that the child’s tuition costs may qualify for a tuition tax credit that can be

claimed by the child and some of which can be transferred to a parent. The transfer of the

tax credit can be as much as $5,000/year and should also be carefully thought out as you

are taking future tax bene�ts away from your child or you may also create taxable income

this year for the child.

Generally speaking, if a child ends up paying income tax in any calendar year while they

were in university, and it is a result of large taxable RESP withdrawals, this may be a strong

sign of poor planning. 

For personalized advice, please consult with a tax professional.

PPrriioorriittiizziinngg  RREESSPP  WWiitthhddrraawwaall  DDeessiiggnn

Remember, your RESP consists of capital you contributed (this is after-tax money),

earnings on the money invested over 18 years and free grant you received from the

government after you contributed. We have already talked about how the grant and

earnings are taxable so that withdrawals of this part need to be controlled and planned

each year. But also know that the free grant money needs to repaid back to the

government if your child doesn’t use it up. So what does that mean? It means you start

your withdrawals trying to use up the grant money �rst and as fast as possible.

And if the likelihood is that your child will have better paying summer jobs by third or four

year of post secondary school, then get the taxable portion (grant, earnings) out of the

RESP and taxed in the child’s hands in year one and two.

IInnvveessttiinngg  iinnssiiddee  aann  RREESSPP  ffrroomm  YYeeaarrss  1177++



From ages 0-12, consider placing a signi�cant portion of the RESP funds in the stock

market to maximize growth, while keeping in mind your risk tolerance and the importance

of diversi�cation.

From ages 13 to 16, consider scaling back on risk by gradually reallocating some of the

RESP funds into bonds and GICs. This strategy can help reduce volatility and preserve

capital as you approach the time when your child will need the funds, typically around age

18.

From ages 17 until the end of the plan, it is advisable to shift the majority of the funds into

GICs and cash holdings as you may have reached the point of making major annual

withdrawals and this conservative approach helps to preserve the capital, ensuring that

the funds are available for tuition and other education-related expenses without the risk

of signi�cant losses from the stock market. At this age, the time for stock market

investing is behind you. 

PPaappeerrwwoorrkk  TToo  PPrroocceessss  RREESSPP  WWiitthhddrraawwaallss

Every semester that you want to process an RESP withdrawal, as the brokerage holding

your RESP investment account, we need o�cial school documentation showing the

enrollment of the child and the full time or part time list of courses they are taking. We

need this every semester.

We do not need invoices for all the types of costs you are claiming reimbursement for.  You

need to keep those receipts in case CRA (Canada Revenue Agency) ever audits you. 

The child will get a tax receipt each year showing the portion of the RESP withdrawals that

are taxable. This income needs to be included on their personal tax returns.

The payment of money out of the RESP can either be paid to the student or to the parent

who paid the expenses.

RREESSPP  DDeeaaddlliinneess

Do not defer making RESP withdrawals until the end of the student’s program as you can

see from above it may compromise grant money (if they quit) or lead to adverse excess



taxation of income and grant because you are claiming it all in one year.

You can claim expenses from an RESP up to six months after after graduating from a

qualifying education program.

You can keep an RESP open until the child is age 35.

RREESSPP  SSppeecciiaall  CCoonnssiiddeerraattiioonnss

If a child has two parents, having both parents as joint subscribers of the plan involves

them both in the child’s educational planning, provides more options for plan wind up if the

child doesn’t use all the money and simpli�es estate planning if one spouse dies. 

If parents of a child are divorced, make sure that both parents get regular RESP

investment statements, both parents jointly approve all withdrawals, all expensed costs

are approved by both parents and match the withdrawals, decisions about taxation of

income annual are discussed together and the sharing of the tuition tax credit transfer to

a parent are planned and shared as often outlined in a separation agreement. Note that

RESPs are an area where one ex-spouse can abuse the �nancials of the family by making

unauthorized withdrawals if not monitored by the second ex-spouse.  

People that plan to move out of Canada after having children may not want to open an

RESP as complications arise on the use of RESP if you are a non-resident. With that said,

if you are a Canadian resident and citizen and your child chooses to attend post-

secondary education in another country, often these costs do qualify for RESP

withdrawals for reimbursement.

GGrraannddppaarreennttss

Often grandparents or aunts and uncles give wonderful gifts to children by opening an

RESP in their name. Generally this should be avoided. The family members and friends

should instead encourage the parents to open an RESP for the child and they merely put

money into the plan. Administration can be greatly complicated by having multiple RESP

plans for one child and this is made worse if that grandparent or aunt dies as the

subscriber.



SSttiillll  WWoonnddeerriinngg  WWhhaatt  ttoo  DDoo??

Our team is here to help you plan your RESP withdrawals. For 30 years we have helped

families in Canada plan their educational costs for children and grandchildren. Contact us

in the o�ce with all your questions and de�nitely a few weeks in advance of all your RESP

withdrawals. 

Best regards,

2848 Bloor Street West

Toronto, ON M8X 1A9

Phone: 416-628-5761 ext. 230

Fax: 416-225-8650

Kurt.Rosentreter@manulifewealth.ca

KKUURRTT  RROOSSEENNTTRREETTEERR

Portfolio Manager, Manulife Wealth Inc.

President, Upper Canada Capital Inc.

Life Insurance Advisor, Manulife Wealth Insurance Services Inc.

DDiissccllaaiimmeerrss

This is not an o�cial publication of Manulife Wealth. The views, opinions and recommendations contained

in this publication are those solely of the author and this publication does not express the views, opinions or

recommendations of Manulife Wealth. This publication is not an offer to sell, or a solicitation of an offer to

buy, any securities. This publication is not meant to provide legal, accounting, account or other advice. As

each situation is different, you should seek advice based on your speci�c circumstances. Please call to

arrange for an appointment. Manulife Wealth makes no representation or warranty, express or implied, as to

the accuracy, completeness or correctness of the information contained in this publication.

The Advisor and Manulife Wealth and Manulife Wealth Insurance Services Inc. (“Manulife Wealth”) do not

make any representation that the information in any linked site and/or 3rd party articles is accurate and will



�. Calculation based on total projected value of RESP at year 18 with assumed annual

contributions of $2,500 per child and receiving maximum CESG. Range based on an

assumed annualized return of 2% (low-end) to 7% (high-end) ↩

not accept any responsibility or liability for any inaccuracies in the information not maintained by them,

such as 3rd party articles and/or linked sites. Any opinion or advice expressed in a 3rd party article and/or

linked site should not be construed as the opinion or advice of the advisor or Manulife Wealth. The

information in this communication is subject to change without notice.

FFFAAACCCEEEBBBOOOOOOKKK TTTWWWIIITTTTTTEEERRR LLLIIINNNKKKEEEDDDIIINNN  
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By signing up to receive Kurt’s enewsletter you give explicit permission for Kurt or Kurt’s staff to email you to deliver this

enewsletter.

KKUURRTT  RROOSSEENNTTRREETTEERR,,  CCEERRTTIIFFIIEEDD  FFIINNAANNCCIIAALL  PPLLAANNNNEERR  AANNDD  WWEEAALLTTHH

MMAANNAAGGEEMMEENNTT

CCeerrttii��eedd  FFiinnaanncciiaall  PPllaannnneerr,,  CCaannaaddaa

A Certi�ed Financial Planner that assists with all aspects of your �nancial affairs. Toronto Based.



Manulife Wealth Inc. Disclaimer

LLeett''ss  WWoorrkk  TTooggeetthheerr

Contact Us

Client Login

For Financial Advisors
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2848 Bloor Street West, Etobicoke, Ontario

M8X 1A9 Canada

 +1 416-628-5761 ext. 0
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INC. INSURANCE PRODUCTS AND

SERVICES ARE OFFERED THROUGH UPPER

CANADA CAPITAL INC. BANKING

PRODUCTS AND SERVICES ARE OFFERED

THROUGH REFERRAL.

 

UPPER CANADA CAPITAL IS A TRADE

NAME USED TO CARRY ON BUSINESS

RELATED TO LIFE INSURANCE AND

STOCKS, BONDS AND MUTUAL FUNDS.

INVESTMENT DEALER DEALING

REPRESENTATIVES (“INVESTMENT

ADVISORS”) REGISTERED WITH MANULIFE

WEALTH INC. OFFER STOCKS, BONDS AND

MUTUAL FUNDS. INSURANCE PRODUCTS

AND SERVICES ARE OFFERED THROUGH

UPPER CANADA CAPITAL INC. AND

MANULIFE WEALTH INSURANCE

SERVICES INC. BANKING PRODUCTS AND

SERVICES ARE OFFERED BY REFERRAL

ARRANGEMENTS THROUGH OUR RELATED

COMPANY MANULIFE BANK OF CANADA.

ADDITIONAL DISCLOSURE INFORMATION

WILL BE PROVIDED UPON REFERRAL.

PLEASE CONFIRM WITH YOUR ADVISOR

WHICH COMPANY YOU ARE DEALING WITH

FOR EACH OF YOUR PRODUCTS AND

SERVICES.
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