
Wealth Planning for the Disabled



This course is intended as a general summary of 
wealth planning for the disabled.  It is not all inclusive 
nor can Wawanesa Life guarantee the accuracy of all 
the information contained within. 
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Agenda

• Financial Planning
• Tax Planning
• Estate Planning

3



Financial Planning
• CPP Disability Benefits
• Registered Disability Savings Plans
• RESPs for Disabled Students
• Study Grants for Disabled Students
• Lifelong Learning Plan
• Home Buyer’s Plan
• Family Caregiver Benefits
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Financial Planning: CPP Disability Benefits
If you have a “severe and prolonged” disability, you may be 

eligible to receive CPP disability benefits.  You must not be 
able to work regularly at any job and the condition must be 
long term. 

You must have contributed to CPP during 4 of 6 previous 
years to the disability.  Benefits will start 4 months after 
classifying as disabled and will continue until CPP 
retirement benefits start, or death, whichever is earlier.  
Must be between 18 and 65 to qualify.
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If you qualify and have a dependent child under 
18, or a child 18-25 who is attending school 
full time, child may receive monthly benefit. 

CPP benefits are generally taxable (no tax 
withheld unless requested).

Financial Planning: CPP Disability Benefits

6



Financial Planning: Registered Disability Savings Plans

RDSPs, long-term savings plans for disabled.

Similar to RESPs as contributions not tax deductible. 

But grow tax deferred and may attract more govt grants 
and bonds. 

Unlike RESPs, unless contributor is also the beneficiary, 
they are not entitled to withdraw their contributions.
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To open a plan, one must be eligible for disability tax 
credit, and be resident of Canada at time of 
contributions.  

Only one account per beneficiary. 

Lifetime contribution limit of $200K but no annual 
contribution limits.  

Financial Planning: Registered Disability Savings Plans
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No contribution allowed after disabled turns 59. 

Note: once money goes into plan, has to stay 
there 10 years before disabled can take out 
without penalty. 

Generally speaking, a $1 withdrawal triggers a 
$3 clawback. 

Financial Planning: Registered Disability Savings Plans
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The only exception is when doctor certifies 
disabled’s life expectancy is less than 5 years. 
Therefore, RDSPs generally recommended 
where beneficiary will NOT require funds for 
many years. 

Financial Planning: Registered Disability Savings Plans
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Note: Withdrawals from RDSP will NOT impact 
federal income-tested benefits and credits such 
GIS and OAS. Provincial benefits may be 
impacted.

Plan must be wound up if beneficiary ceases to 
qualify for disability tax credit, resulting in 
repayment of govt benefits and taxation of 
amounts earned in the plan. 

Financial Planning: Registered Disability Savings Plans
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RDSPs are NOT a replacement for Henson trusts.  

Inheritances to disabled child should still be left to a 
Henson trust, but consideration should be given to 
allow trustee to make contributions to an RDSP in 
favour of the beneficiary (and relieve them liability if 
they choose not to do so).

Financial Planning: Registered Disability Savings Plans
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Financial Planning: RESPs for Disabled Students

Requirement that beneficiary be enrolled in a post-
secondary program on a full-time basis will not 
apply where beneficiary cannot reasonably be 
expected to be enrolled full-time because of a 
mental or physical impairment. 

A medical practitioner must certify such impairment 
in writing. Some other minor differences.
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Financial Planning: Study Grants for Disabled Students

In addition to other forms of govt financial assistance for 
students there are two types of federal grants available:
1. The Canada Student Grant for Services and 

Equipment for Students with Permanent Disabilities.  
Worth up to $8K.

2. The Canada Student Grant for Students with 
Permanent Disabilities. Worth up to $2K.
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Financial Planning: Lifelong Learning Plan

A federal program allowing one to withdraw 
$20K from an RRSP to fund post-secondary 
education.  Normally, only available for full-
time study but part-time study may be 
acceptable for disabled students.
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Financial Planning: Home Buyer’s Plan

Allows first-time home buyers to withdraw $25K 
from RRSP to buy a home where taxpayer has 
not owned a home within last five years. 

For disabled, do NOT need to be a first-time 
home buyer if using funds to purchase home 
that is more accessible for disabled.
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Financial Planning: Family Caregiver Benefits

If you are employed, you may qualify if you are caring 
for a critically ill adult.  

This benefit allows eligible caregivers to take up to 15 
weeks off work. 

To access Family Caregiver benefit a family member 
must submit a medical certificate stating:
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…a medical certificate stating:
• Has been significant change in patient’s state of 

health
• Patient’s life is at risk; and
• Patient requires care or support of one or more 

family members.
This benefit may be shared by eligible family members 
over a one-year period.

Financial Planning: Family Caregiver Benefits
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Tax Planning
• Disability Tax Credit
• Wholly Dependent Person Credit
• Medical Expense Credit
• Canada Caregiver Credit
• Medical Expense Credit
• Refundable Medical Expense Supplement
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• Disability Supports Deduction
• Child Care Expense Deduction
• Child Disability Benefit
• File a Tax Return
• File a T1 Adjustment
• Home Accessibility Tax Credit

Tax Planning: continued

20



Tax Planning: Disability Tax Credit
If you or your child suffers from a disability, you or your 

child may qualify for the disability tax credit of about 
$8,200.  

This is an important credit, since if a person qualifies, 
he or she may also qualify for many other tax 
benefits, since it is usually one of the criteria for 
claiming other amounts of accessing other programs
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Tax Planning: Disability Tax Credit
When applying for the credit consider:
Disability Tax Credit Certificate – to receive the disability 

tax credit you need file with CRA. 

It describes: the nature of impairment; the manner in which 
the impairment affects one’s ability to perform basic activity 
of daily living; and  expected duration of impairment (for 
continuous period of at least 12 months).  

Part must be filled out by a qualified practitioner.
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Basic Activities of Daily Living – Three criteria for DTC:
1. Blind
2. Markedly restricted in ability to perform basic 

activity of daily living; or
3. Would be markedly restricted were it not for 

extensive therapy

Tax Planning: Disability Tax Credit
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Basic activities of daily living include:
• Perceiving, thinking, remembering
• Feeding yourself
• Dressing yourself
• Speaking
• Hearing
• Walking
• Eliminating (bladder or bowel functions) 

One may also qualify for the DTC if one has multiple symptoms 
that, on a cumulative basis, have an impact similar effect.

Tax Planning: Disability Tax Credit
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Qualified Practitioners. Those qualified to complete the form:
• Medical doctors and nurse practitioners
• Optometrists (vision)
• Audiologists (hearing)
• Occupational Therapists (walking, feeding, dressing)
• Psychologists (mental functions)
• Speech language pathologists (speaking)
• Physiotherapists (walking, mobility)

Tax Planning: Disability Tax Credit
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Claim Denied?

As for a review.  
Carried out by a different staffer.

Tax Planning: Disability Tax Credit
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Transfer Unused Credits?

If you (or your child) is unable to use the DTC due to 
low income, it can be transferred to a “support 
person.”

Tax Planning: Disability Tax Credit
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Tax Planning: Wholly Dependent Person Credit 

You may claim this credit if you are providing 
support in your home to:

• a related adult who suffers an infirmity
• a relative under 18; or
• a parent or grandparent
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The max credit is about $11.8K. The dependent must be 
wholly dependent upon you for support at some time 
during the year and must be a resident of Canada (unless 
your child).

The support can be provided jointly with another but only 
one may claim the credit, or it may be shared.

You may not claim this credit if married or living common-
law, but you can if separated and not receiving support.

Tax Planning: Wholly Dependent Person Credit 
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Tax Planning: Canada Caregiver Credit
For each person who, at any time in the year: 
• Is dependent upon you because of mental or 

physical infirmity; and
• Is either:
 Your spouse or common-law partner, or
 Is dependent upon you and has attained age 18.

• The max credit is about $7K.
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The definition of “dependant” means someone who is either 
your or your spouse or common-law partner’s:

• Child or grandchild
• Parent, grandparent, brother, sister, uncle, etc if resident 

in Canada at any time in the year.
• Alternatively, you may claim some $2.2K for each child 

under 18 who is by reason of mental or physical infirmity, 
likely to be, for a long and continuous period, dependent.

Tax Planning: Canada Caregiver Credit
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Tax Planning: Medical Expense Credit (MEC)
Claiming the MEC
You may claim a medical expense tax credit for medical 

expenses incurred by you, your spouse, or common-law 
partner, or children under 18, which exceed the lesser of 
3% of your net income, or a set threshold (currently at 
about $2.3K). 

Receipts are needed. 

There is no limit on the amount of medical expenses you 
may claim.
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Medical Expense Credit: Claiming the MEC

You may also claim medical expenses incurred for a 
dependent relative but you may claim expenses 
in excess of the current threshold or 3% of the 
dependent’s net income, not yours.
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Medical expenses cannot be carried forward but 
you may choose any 12-month period.  

Medical expenses can be pooled between 
spouses (includes common-law couples).  It 
may be easier to exceed the threshold if you 
pool your expenses together and then claim on 
one return.

Medical Expense Credit: Claiming the MEC
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Tax Planning: Medical Expense Credit 
What Qualifies as a Medical Expense (not exhaustive)
An amount paid the medical practitioner, dentist or nurse or a 

public or private hospital (includes amounts paid to 
chiropractors, masseuses, naturopaths and optometrists).  
Hospital cost over and above what is covered by the 
province are eligible, as are not reimbursed costs incurred 
outside of Canada.

Remuneration for one full-time attendant (not spouse), or a 
full-time care in a nursing home
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What Qualifies…
• Remuneration for attendant care provided in 

Canada (under certain conditions) and not to 
exceed $10K

• Remuneration  for care or supervision in a group 
home in Canada (under certain conditions)

Tax Planning: Medical Expense Credit 
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What Qualifies…
• Remuneration for one full-time attendant in the 

patient’s home (under certain conditions)
• Amounts paid for items such as ambulance 

fees, artificial limbs, braces, eyeglasses, guide 
dogs, wheel chairs etc.

• The cost of prescription drugs and medications

Tax Planning: Medical Expense Credit 
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Home Construction and Renovations
You can include reasonable expense relating to 

the construction, renovation or alteration of a 
dwelling as a medical expense to enable the 
patient to gain access to of function within the 
dwelling.  

Tax Planning: Medical Expense Credit 
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Home Construction and Renovations
However, the expense must not typically increase the 

value of the home, and the expense must be a type 
that would not typically be incurred by persons 
without the impairment. 

Items such as hardwood floors or hot tubs would not 
likely qualify.

Tax Planning: Medical Expense Credit 
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Travel and Meal Expenses
Transportation costs are allowed if you must travel more than 

40km for services not available closer to home. Meals costs 
are allowed for travel at least 80km to receive medical 
treatment.

Tuition Fees

If you have a child with a disability, tuition fees paid to a private 
school may be claimed as a medical expense (in some 
cases) although relatively difficult to meet the conditions.

Tax Planning: Medical Expense Credit 
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Tax Planning: Refundable Medical Expense 
Supplement 

This helps pay for medical expenses since many 
disabled experience a decrease in social 
assistance payments when they start to work.  

You and your spouse must earn at least $3,566 in 
order to qualify. Decreases for family incomes 
greater than $27K.
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The max supplement is 25% of the allowable portion of 
expenses claimed under the medical expense tax credit 
plus 25% clamed under the disability supports 
deduction, up to a max $1,222. 

This credit is relatively unique in that it is refundable, i.e. a 
taxpayer can get a refund if the supplement exceeds 
the taxpayer’s net federal tax.

Tax Planning: Refundable Medical Expense 
Supplement 
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Tax Planning: Disability Supports Deduction
The cost of disability supports purchased for 

employment or education is fully deductible, to the 
extent it has not been otherwise reimbursed. 

One does not have to be eligible for the disability tax 
credit to claim these expenses.

An example of a support includes sign-language 
interpretation services, optical scanners, and 
electronic speech synthesizers.
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The max amount that can claimed is the lesser of: 
• Total expenses paid in the year, to the extent 

they are not reimbursed; and
• The amount of income you earned from work or 

business

Tax Planning: Disability Supports Deduction
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However, if one is a student, then max that can be claimed is 
the lesser of:
• The amount of unreimbursed expenses; or
• Your earned income for the year, plus the least of:

 $15,000;
 $375 times the number of weeks in school; and
 Your taxable income other than earned income.

If the disability support was purchased for a purpose other than 
employment or education, you may be able to claim it as a 
medical expense instead.

Tax Planning: Disability Supports Deduction
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Tax Planning: Child Care Expense Deduction
There are two enhancements to the child care expense 

deduction that may be available if either you or your 
child is disabled.

If your child qualifies for the disability tax credit, you will 
be entitled to deduct $11K in annual expenses, instead 
of the $5K or $8K amounts otherwise allowed. Also, 
the child does not have to be under 16 to claim these 
expenses.
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Normally, the deduction must be claimed by the lower 
income-earning spouse (or common-law partner), 
which may limit the amount of the claim. 

However, if one of the spouses (or common-law partner) 
is incapable of caring for the children due to mental or 
physical infirmity, then the expense may be claimed by 
the higher income-earning spouse.

Tax Planning: Child Care Expense Deduction
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Tax Planning: Child Disability Benefit 
If your child is eligible for the disability tax credit, then 

depending upon your family income you may be 
entitled to receive the Child Disability Benefit, which is 
a supplement to the Canada Child Benefit. 

The Child Disability Benefit is reduced as your family 
income increases.
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Tax Planning: File a Tax Return
If you are disabled, you should file a tax return, even if 

you do not have much taxable income, in order to 
receive non-taxable items such as workers’ 
compensation benefits or social assistance. 

Some of the benefits are based on taxable income, so it 
may best to indicate that your taxable income is very 
low.
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Tax Planning: File a T1 Adjustment 
If you believe that you would have qualified for a 

credit in a previous year, but you did not file a 
tax return or did not complete it properly, file a 
T1 Adjustment to receive credits up to 10 years 
in the past.
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Tax Planning: Home Accessibility Tax Credit
Allows for up to $10K in expenses to be claimed as 

a tax credit, for a max non-refundable credit of 
$1,500. 

The expenses must be incurred for work performed 
or goods acquired for certain types of renovations 
for a principal residence occupied by a person 
who qualifies for the Disability Tax Credit, or is 65 
or older. 
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Tax Planning: Home Accessibility Tax Credit
The renovation must:

• Allow the person to gain access to or functional 
within the dwelling; or

• Reduce the risk of harm within the dwelling.
• If you perform the work yourself, you cannot claim 

the value of your labour or tools.
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Estate Planning
• Henson Trust
• Qualified Disability Trust
• Designating a Disabled Child as Direct    

Beneficiary on an RRSP
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Additional concerns for parents of disabled children: 

• If the child is mentally disabled, there may be 
concern as to how an inheritance will be managed.

• If the child is receiving social assistance from the 
province there may be a concern it will discontinue 
once the child receives the inheritance (since most 
will not give social assistance to the disabled who 
has income or assets beyond a certain level).
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Estate Planning: Henson Trust
May help preserve the beneficiary’s right to receive social 

assistance payments (now also effective in Alberta). 
In the case of a mentally disabled beneficiary, using a 

trust will help avoid the intervention of the Public 
Trustee in management of the trust property.
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Henson Trust: Things to Consider
The trust should be discretionary.  
That is, the trustee has complete discretion over 

when and how the beneficiary will receive 
income or capital (even if the child is physically 
disabled, as opposed to mentally).
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Henson Trust: Things to Consider
An appropriate will is a must.  

Without the creation of the trust, the child may inherit 
all or part of the estate directly potentially impacting 
their social assistance payments.  

To avoid the use of the Public Trustee (and select 
who the trustee is and what their powers are) a 
properly drafted will is needed.
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Henson Trust: Things to Consider
Consider a corporate trustee if you do not 

have the appropriate family who is will and 
able to act as trustee.
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Henson Trust: Things to Consider
Siblings as Trustee?
Do not appoint that sibling as capital beneficiary of 

trust assets upon death of the disabled 
beneficiary. Creates a conflict of interest – the 
more distributed to disabled, the less for them 
after disabled’s passing. 

One recommendation: name children of disabled as 
contingent beneficiaries.
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Henson Trust: Things to Consider
Do not hold assets in joint names with disabled child, 

since they would not form part of the trust assets. 

Also, do not appoint your disabled child as direct 
beneficiary on RRSPs, RRIFs, TFSAs, or insurance 
proceeds as they will receive these assets outright.  

For Henson strategy to work, child cannot receive 
assets outside of the estate (except one can use an 
insurance trust for insurance policies).
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Henson Trust: Things to Consider
Under certain conditions, the disabled may take 

advantage of the “Preferred Beneficiary Election” as 
per the Income Tax Act. 

This allows certain beneficiaries to report income 
earned in a trust in their own tax return, yet have the 
income remain in the trust to be managed by the 
trustee.
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Henson Trust: Things to Consider
If the beneficiary is in a low tax bracket, it may be 

beneficial to have trust income taxed in their name 
personally because only individuals are entitled to the 
personal exemption (about $12K), meaning that a 
portion of the income would be received tax free. 
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Henson Trust: Things to Consider
To qualify, the beneficiary must be either the 

spouse or common-law partner of the settler, or a 
lineal descendant or spouse or common-law 
partner of a lineal descendant.  

However, the amount of taxable income reported 
could impact their ability to receive social 
assistance.
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Henson Trust: Things to Consider
For a mentally disabled, leaving the gift in a trust 

avoids having to go to court to appoint a 
committee to manage any inheritance received 
directly, and require the committee to provide 
annual accounting to the court.
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Henson Trust: Things to Consider
Henson trusts usually continue for the lifetime of the disabled 

beneficiary, often beyond 21 years. 

As per the Income Tax Act, there is a deemed disposition of all 
assets on the 21st anniversary of the creation of the trust. 

Often other trusts are wound up before the 21 years. 

For a Henson trust it may appropriate for the trustee to trigger 
some capital gains before the anniversary, to avoid having all 
the gains taxed at one time.
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Henson Trust: The Life Insurance Sales 
Opportunity
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Estate Planning: Qualified Disability Trust
Another potential benefit of a Henson Trust is that  

preferential tax treatment may be available 
under certain circumstances. 

Unlike most trusts, which are subject to the 
highest marginal rate on all income, QDTs can 
take advantage of the graduated tax rates. 
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Although at least one beneficiary must qualify for the 
disability tax credit, it is not a requirement that 
each beneficiary meet that condition.

If there are several  beneficiaries of an estate it may 
be better for each to have their own trust if some 
are non-disabled beneficiaries as the accounting 
can become very complex.

Estate Planning: Qualified Disability Trust
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Estate Planning: Designating a Disabled 
Child as Direct Beneficiary on an RRSP
Normally, when a taxpayer dies, RRSPs and RRIFs are taxed to 

the deceased unless transferred to the deceased’s spouse or 
common-law partner, or a financially dependent child under 18.  

A disabled child may earn up to $20K and still be considered 
financially dependent.  

As such, many parents choose to name their disabled child as the 
direct beneficiary of the registered investments, or name them 
in their will.  
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Estate Planning: Designating a Disabled 
Child as Direct Beneficiary on an RRSP

There may be serious drawbacks however: 
• This may affect the disabled’s eligibility for social 

assistance payments.
• For a mentally disabled, they may not be capable of 

managing the funds. Public Trustee intervenes, 
charging a fee. Instead a trusted relative, friend, or 
corporate trustee could be used.

70




	Wealth Planning for the Disabled
	Slide Number 2
	Agenda
	Financial Planning
	Financial Planning: CPP Disability Benefits
	Slide Number 6
	Financial Planning: Registered Disability Savings Plans
	Financial Planning: Registered Disability Savings Plans
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Financial Planning: RESPs for Disabled Students
	Financial Planning: Study Grants for Disabled Students
	Financial Planning: Lifelong Learning Plan
	Financial Planning: Home Buyer’s Plan
	Financial Planning: Family Caregiver Benefits
	Financial Planning: Family Caregiver Benefits
	Tax Planning
	Slide Number 20
	Tax Planning: Disability Tax Credit
	Tax Planning: Disability Tax Credit
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Tax Planning: Wholly Dependent Person Credit 
	Tax Planning: Wholly Dependent Person Credit 
	Tax Planning: Canada Caregiver Credit
	Tax Planning: Canada Caregiver Credit
	Tax Planning: Medical Expense Credit (MEC)
	Medical Expense Credit: Claiming the MEC
	Medical Expense Credit: Claiming the MEC
	Tax Planning: Medical Expense Credit 
	Tax Planning: Medical Expense Credit 
	Tax Planning: Medical Expense Credit 
	Slide Number 38
	Slide Number 39
	Slide Number 40
	Tax Planning: Refundable Medical Expense Supplement 
	Slide Number 42
	Tax Planning: Disability Supports Deduction
	Tax Planning: Disability Supports Deduction
	Tax Planning: Disability Supports Deduction
	Tax Planning: Child Care Expense Deduction
	Tax Planning: Child Care Expense Deduction
	Tax Planning: Child Disability Benefit 
	Tax Planning: File a Tax Return
	Tax Planning: File a T1 Adjustment 
	Tax Planning: Home Accessibility Tax Credit
	Tax Planning: Home Accessibility Tax Credit
	Estate Planning
	Slide Number 54
	Estate Planning: Henson Trust
	Henson Trust: Things to Consider
	Henson Trust: Things to Consider
	Henson Trust: Things to Consider
	Henson Trust: Things to Consider
	Henson Trust: Things to Consider
	Henson Trust: Things to Consider
	Henson Trust: Things to Consider
	Henson Trust: Things to Consider
	Henson Trust: Things to Consider
	Henson Trust: Things to Consider
	Henson Trust: The Life Insurance Sales Opportunity
	Estate Planning: Qualified Disability Trust
	Estate Planning: Qualified Disability Trust
	Estate Planning: Designating a Disabled Child as Direct Beneficiary on an RRSP
	Estate Planning: Designating a Disabled Child as Direct Beneficiary on an RRSP
	Slide Number 71

