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"How does the government justify creating a program to help those with 

disabilities and challenges, and then take back what they have given after 

the fact?  This is not only unfair, it is wrong, it is unjust...  Please do the 

right thing and fix this."                Colin of Peterborough 
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THE REGISTERED DISABILITY SAVINGS PLAN 

 

Executive Summary 

When Canadians with disabilities no longer qualify for the Disability Tax Credit (DTC), 
they must repay government contributions of grants and bonds made to their Registered 
Disability Savings Plans (RDSP) in the previous 10 years. Such a policy enables the 
government to act in bad faith, clawing back its contributions to some of the most 
vulnerable members of our society.  

Even though these individuals were eligible for significant financial assistance to support 
their long-term savings objectives, they are no longer deemed to be deserving of the 
innovative government program introduced by the former Minster of Finance, the late 
Jim Flaherty. Indeed, it is as if their disabilities never existed and they were never 
entitled to these generous government contributions designed specifically to enable 
them to save for future needs. 

Canada Revenue Agency’s (CRA) front-line decision-makers and appeals officers 
arbitrarily and indiscriminately exercise their authority [Subsection 220(1) of the Income 
Tax Act] to disregard medical evidence submitted by qualified practitioners in From 
T2201 Disability Tax Credit Certificate and follow-up questionnaires (clarification letters) 
certifying their patients’ eligibility for the DTC.  

The financial consequences, especially for people living on marginal incomes can be 
catastrophic. The government has managed to claw back more than $26 million since 
2010 from 4,503 individuals still living with severe and prolonged physical and mental 
impairments according to their medical practitioners.  

The Senate Committee on Social Affairs, Science and Technology held hearings into 
the administration of the DTC and the RDSP in February 2018 when members learned 
of a sudden spike in the number of DTC applications that had been rejected in the 
2016-2017 tax year. In June 2018, the Committee issued its report, Breaking Down 
Barriers with 16 recommendations. (Please refer to Page 5 for details.) 

I am asking for your support for the Senate Committee’s Recommendation # 6 to 
prevent the federal government from clawing back its contributions when a holder of the 
RDSP is asked to reapply for the DTC but denied the tax credit, even though his/her 
doctor has certified that his patient continues to meet the eligibility criteria for the DTC: 

“That the Minister of Finance and the Minister of National Revenue take the              
necessary measures to ensure that individuals are able to keep all contributions 
made to their Registered Disability Savings Plans for periods in which they 
qualified for the Disability Tax Credit.” 
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The Registered Disability Savings Plan (RDSP) 

https://www.canada.ca/en/employment-social-development/services/disability-savings-plan.html 

Quick Facts 

• The RDSP was introduced in 2008 as a long-term, tax-sheltered savings plan to 
help Canadians with disabilities under 49 years of age and their families to save 
for future needs. 

• In 2016, the total number of beneficiaries was 150,726. The average age of new 
RDSP beneficiaries at the time of opening their plan was slightly below 28 years 
of age. 

• The RDSP is managed by the Canada Revenue Agency (CRA) according to 
provisions of the Income Tax Act. 

• Matching grants and bonds are made by Employment and Social Development 
Canada (ESDC). 

• RDSPs can be opened in banks and other financial institutions.  

• Beneficiaries must be eligible for the Disability Tax Credit (DTC). 

• Withdrawals are subject to tax on government contributions and investment 
earnings but not on personal contributions.  

• RDSPs are terminated by the government  

• if the individual no longer qualifies for the DTC or dies. 

• All grants and bonds contributed to the RDSP in the previous 10 years must be 
repaid to the federal government. 

• Investment earnings are taxable in the year that the RDSP is closed unlike Tax 
Free Savings Accounts (TFSA) where interest, dividends, and capital gains are 
not a tax liability. 

• The government has clawed back more than $26,592,228 since 2010 from 4,503 
individuals living with severe and prolonged physical and mental impairments. 
When they were asked to reapply for the DTC, the CRA determined that they 
were no longer eligible for the tax even though their condition has remained 
unchanged. 

  

https://www.canada.ca/en/employment-social-development/services/disability-savings-plan.html
https://www.canada.ca/en/employment-social-development/services/disability-savings-plan.html
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Disability Tax Credit (DTC) 

https://www.canada.ca/en/revenue-agency/services/tax/individuals/segments/tax-credits-deductions-
persons-disabilities/disability-tax-credit.html 

Quick Facts 

• It is becoming increasingly difficult for Canadians living with disabilities to access 
the DTC. Although there have been no amendments to the Income Tax Act since 
2005 regarding the eligibility criteria, a number of policy changes in the 
administration of the DTC have led to a very narrow and technical interpretation 
of the legislation that is not supported by jurisprudence. 
 

• In 2016, 706,968 people were eligible to claim the DTC with a rejection rate of 
new applications of 8% which was consistent with previous years. 
 

• In 2017, 765,072 people were eligible to claim the DTC but the rejection rate of 
new applications climbed to 13%.  
 

• The administration of the DTC discriminates against people living with mental 
impairments since they are routinely asked to reapply for the tax credit every 
three to five years while many individuals living with physical impairments are 
granted lifetime eligibility status. 
 

• The current Form T2201 discriminates against people living with mental 
impairments because the guidelines do not address the complexity of living with 
a psychiatric or neurological disability. 
 

• An unintended consequence of the narrow and technical interpretation of the 
legislation is the reluctance of many doctors to complete Form T2201 for their 
patients who may have previously received the DTC 
 

• Although individuals have the right to request a review or file a Notice of 
Objection when they have been disallowed the DTC, they are not always 
provided with a valid reason for denying the tax credit and are therefore at a 
disadvantage as far as filing a successful appeal.  

 

  

https://www.canada.ca/en/revenue-agency/services/tax/individuals/segments/tax-credits-deductions-persons-disabilities/disability-tax-credit.html
https://www.canada.ca/en/revenue-agency/services/tax/individuals/segments/tax-credits-deductions-persons-disabilities/disability-tax-credit.html
https://www.canada.ca/en/revenue-agency/services/tax/individuals/segments/tax-credits-deductions-persons-disabilities/disability-tax-credit.html
https://www.canada.ca/en/revenue-agency/services/tax/individuals/segments/tax-credits-deductions-persons-disabilities/disability-tax-credit.html
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Breaking Down Barriers: A Critical Analysis of the Disability Tax 
Credit and the Registered Disability Savings Plan  June 2018 

https://sencanada.ca/en/info-page/parl-42-1/soci-breaking-down-barriers/ 

The Senate Committee on Social Affairs, Science and Technology held hearings in 
February 2018 when members learned of a sudden spike in the number of DTC 
applications that had been rejected in the 2016-2017 tax year. In its report Breaking 
Down Barriers, issued in June, the Committee makes 16 recommendations aimed at 
improving the two principal support programs for Canadians living with disabilities: 

• The Disability Tax Credit providing tax relief that is being used as the determining 
factor for eligibility of a number of provincial and federal income support 
programs; and  
 

• The Registered Disability Saving Plan to help people living with severe and 
prolonged physical and mental impairments and their families save for the future. 

The recommendations include the following:  

• That the Minister of Finance revise Disability Tax Credit rules to better recognize 
the lifelong nature of certain physical and mental disabilities and eliminate the 
need for these people to reapply for the credit. 
 

• That the Minister of National Revenue review the current appeals process with a 
view to creating a straightforward, transparent and informed process where the 
applicant has access to all relevant information (including the precise reason 
their application was denied) and documents (including copies of all information 
submitted by medical practitioners that pertain to their application). 
 

• That the Minister of Finance and the Minister of National Revenue take the 
necessary measures to ensure that individuals are able to keep all contributions 
made to their Registered Disability Savings Plans for periods in which they 
qualified for the Disability Tax Credit. 

  

https://sencanada.ca/en/info-page/parl-42-1/soci-breaking-down-barriers/
https://sencanada.ca/en/info-page/parl-42-1/soci-breaking-down-barriers/
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Case Study - John Wilson (pseudonym)  

2009 JW’s application for the DTC (Basic Activity of Daily Living – mental 

functions) was approved for the tax years 2009 to 2011. 

2010 JW opened an RDSP account. 

2012 JW was asked to reapply for the DTC, filing a new Form T2201 and was 

allowed the DTC for the years 2012 to 2015. 

2015              Value of RDSP account at end of the year was $34,132 that included that 

$9,000 in personal contributions and $21,000 from the federal government 

in the form of grants and bond.. 

2016 JW filed a new T2201 (April 27) but was denied the DTC. JW decided to 

seek a legal opinion because of the risk of not only losing the tax credit but 

also the government contributions to the RDSP. 

JW paid a lawyer $955 to file an Objection but it was unsuccessful. JW 

was advised that the only alternative was appealing the case in Tax Court 

of Canada and the estimated cost could be $60,000.  

JW sent letter from doctor to bank to put a hold on the RDSP while 

resolving the dispute with CRA. 

Met with a Company XXXXX, a “promoter,” and filed a new Form T2201 

for the DTC. 

2017 Notice of Determination, dated on January 19, disallowed the DTC without 

providing a valid reason. 

  Objection filed by Company XXXXX received by CRA on April 12. 

Notice of Redetermination dated September 27 allowing for the DTC for 

the taxation years 2016 to 2018 but stating that JW has to “file a new, fully 

completed Form T2201 Disability Tax Credit Certificate, for the 2019 tax 

year.”  

JW was required to pay Company XXXX a contingency fee of $587.17. 

RDSP at the end of the year is valued at $49,671 ($12,000 personal and 

$28,000 in government contributions). 

2019  Email from JW on January 6 reads as follows. 

”I'm 49 and have to wait till 59 to get that rdsp money. Very scary 

that I'll have to fight the government for 10 more years with the 

threat they apply to the rdsp holder.  We need to remove that threat 

by removing the hidden back door of the rdsp. 
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Lembi Buchanan M.S.M. is a passionate mental health advocate working on behalf of 
persons with severe mental illness to ensure fair tax treatment for some of the most 
vulnerable members of our society. Her website, www.fghtingforfairness.ca provides 
valuable information to people living with disabilities, doctors and other qualified 
professionals as far as the application and appeal process in addition to links to aa 
number of resources including rulings of cases appealed to the Tax Court of Canada. 

Lembi is a founding member of the Disability Tax Fairness Alliance launched in August 

2016 to ensure that access to the DTC not only reflects the parliamentary legislative 

intent of the Income Tax Act but also Canada’s principles of inclusion and 

accommodation. 

In November 2017, Lembi was appointed by Minister of National Revenue, the 
Honorable Diane Lebouthillier to the reinstated Disability Advisory Committee with a 
mandate to address systemic problems in the administration of the DTC.  

Lembi began advocating for the reform of the DTC in 2001 when CRA was routinely 
denying the tax credit for people with mental illnesses including her husband because 
their disabilities were not recognized to be as severe as people living with physical 
disabilities. She appealed to the Tax Court of Canada on his behalf and the landmark 
decision was upheld by the Federal Court of Appeal.  

In September 2015, Lembi was awarded the Meritorious Service Medal by the Governor 
General of Canada, His Excellency the Right Honorable David Johnston, recognizing 
her outstanding contribution to the country.  

 

 

Éliminer les obstacles : 
Analyse critique du Crédit d’impôt pour 
personnes handicapées et du Régime 
-invalidité 

 

http://www.fghtingforfairness.ca/
http://www.fghtingforfairness.ca/

