
However, money inside the plan will grow tax

-free until it's withdrawn by your children.  

Before both you and your children are caught 

off guard by the skyrocketing costs of post-

secondary education, be sure to discuss the 

benefits of opening a Registered Education 

Savings Plan with your Bentley Financial advi-

sor.  

Benefits of an RESP 

RESPs are a great way to save for your chil-

dren's education and realize the following 

benefits:  

 Investments compound tax-free as 

long as they remain in your RESP;  

 You choose your holdings from a 

wide range of options;  

 Withdrawals are taxed in the hands 

of the student; and,  

 The Canada Education Savings 

Grant contributes up to $500 annu-

ally.  

As a student starts to take money out of 

the RESP to pay for post-secondary 

schooling, withdrawals are taxed in his or 

her hands - not yours. 

Post-secondary education will make a big 

difference to your children's earning poten-

tial and standard of living.  

In fact, Canadians with a secondary-school 

graduation certificate earned an average of 

$22,846, while those with a university de-

gree earned almost twice as much - $42,054. 

(Statistics Canada , 1996 Census).  

Yet, government funding to universities is 

dropping, and post-secondary institutions 

are making up the shortfall by raising stu-

dent fees.  

What is behind the continual rise in the 

costs for post-secondary costs? It may be 

prudent to examine that issue directly.  

The Rising Cost of Education 

Since 1990-91, the annual cost of uni-

versity tuition has nearly tripled to an 

average of $4,347 through 2006-07. * 

When the cost of other related items 

such as mandatory fees, room and 

board, books, clothing and transporta-

tion is included, the annual cost of a 

university education is estimated to be 

approximately $10,116 per year. * 

If the rate of tuition remains constant 

and other costs raise with inflation, a 

child born in 2005 could be facing university 

education costs of more than $100,000 for a 

four-year degree. 

Unless you start setting aside education 

funds for them now, your children face the 

possibility of crippling debt upon graduation 

or, even worse, the lost opportunity to at-

tend college or university.  

A Registered Education Savings Plan (RESP) 

is an effective way to maximize the money 

available to your children when they enrol in 

a full-time, post-secondary program.  

Your contributions are not tax-deductible.  
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ada Education Savings Grants, and 

will face a 20% tax on gains earned 

above $50,000. 

An Alternative - Scholarship Trusts 

A scholarship trust fund is a pooled or group 

plan. Your money is pooled with that of 

other parents in order to maximize the re-

turn on investments.  

With group trust funds, you have to follow a 

monthly deposit schedule. You do not decide 

where you want your money invested.  

Group plans do not offer as much flexibility 

as an RESP. Investment earnings are paid out 

on a yearly basis, usually as three or four 

"scholarships". They are not paid out in lump 

sums or as the parent or student decides. 

Withdrawing from a plan early may also re-

sult in substantial fees and/or forfeiture of 

capital. Different companies have varying 

policies, so be sure to check these details. 

Pooled plans generate returns not only 

through investment earnings and receiving 

government grant money, but also from the 

losses of some of its own plan-holders.  

Families drop out of pooled RESPs because 

they are either unable to keep up with the 

pay schedule, or because their child does not 

qualify for entrance into a post-secondary 

institution.  

The grant money and earnings that these 

ŦŀƳƛƭƛŜǎ ŦƻǊŦŜƛǘ Ǝƻ ǘƻ ǘƘŜ ǇƻƻƭΩǎ ǊŜƳŀƛƴƛƴƎ 

families. This means higher returns for the 

people who stay in. 

Since most students have much lower in-

comes than their parents, this "income split-

ting" should result in significant tax savings.  

In addition, the Government of Canada will 

pitch in, providing a Canada Education Sav-

ings Grant of 20 per cent of the first $2,500 

you contribute to an RESP each year until 

your child reaches 18. The maximum grant is 

$500 per year with no life time maximum. 

LŦ ȅƻǳ ŎŀƴΩǘ ǘŀƪŜ ŀŘǾŀƴǘŀƎŜ ƻŦ ǘƘŜ Ŧǳƭƭ DǊŀƴǘ 

in one year, you can carry it forward to fu-

ture years, to a maximum of $500 per year. 

Some Definite Strategies 

1. Talk to your Bentley Financial advisor 

about whether  an individual or fam-

ily RESP is more appropriate for you. 

This distinction relates to blood rela-

tionships and can be confusing. 

2. Take advantage of carry-forward 

Canada Education Savings Grants. 

Contribution room accumulates 

ŦǊƻƳ ȅƻǳǊ ŎƘƛƭŘΩǎ ōƛǊǘƘΣ ŜǾŜƴ ƛŦ ȅƻǳ 

ƘŀǾŜƴΩǘ ǎŜǘ ǳǇ ŀƴ w9{tΦ 

3. 5ƻƴΩǘ ǿƛǘƘŘǊŀǿ w9{t ŎƻƴǘǊƛōǳǘƛƻƴǎ 

before your child starts a post-

secondary program. This triggers 

partial re-payment and suspension 

of grant contributions. 

4. Consolidate your RESPs for a single 

child so you can carefully monitor 

contributions. Annual contributions 

over $4,000 are subject to a penalty 

of 1% per month. 

5. Have a back-up plan in case your 

child decides not to pursue post-

secondary schooling. If an RESP is 10 

years or older, and the beneficiary 

has still not enrolled in a post-

secondary program by age 21, you 

can withdraw the income earned 

from your contributions and transfer 

up to $50,000 to your RRSP. How-

ever, you will have to pay back Can-

This article was courtesy of  material from MacKenzie Financial and CI Investments. This is intended for information purposes only and is not to be construed as investment 

advice. Borrowing to invest is suitable only for investors with higher risk tolerance. You should be fully aware of the risks and benefits associated with investment loans 

since losses as well as gains can be magnified. The value of your investment will vary and is not guaranteed, however you must meet loan and income tax obligations and 

repay your loan in full. Consult with your financial advisor before acting on this and/or any investment.  

* Source: Statistics Canada and Human Resource Development Canada 
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