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We all pay attention to lowering our income taxes

during our earning years, but it’s easy to overlook

the importance of tax savings in retirement. 

An effective income-splitting tool to reduce 

the taxes you will pay in retirement is by contributing

now to a spousal RRSP.

The mechanics of spousal RRSPs 
Spousal RRSPs offer an opportunity for one spouse

to contribute to an RRSP for the other spouse. 

The contributing spouse receives a tax deduction for

the amount of the contribution, while the ownership

of the RRSP assets belong to the other spouse. 

When you’re considering a spousal RRSP, it is important

to consider yours and your spouse’s financial circumstances at retirement as well as

in the present. For example, you may be the higher income spouse today, however, 

at retirement you may be the lower income spouse. Consider these scenarios:

• You’re currently the higher income spouse but do not have a pension plan, 

or your spouse has an excellent pension plan,

• You’re currently the higher income spouse, but your spouse is expecting 

a large sum of income before retirement (i.e. inheritance),

• You’re currently the higher income spouse, but your spouse started 

contributing to their RRSP much earlier than you, made larger and 

more regular contributions and/or earned higher returns on their investments.

As everyone’s financial circumstances are different, it is always a good idea to 

consult a financial advisor when starting a new plan.

By Maria Amoroso

☛Continued

Are you eligible?

You’re eligible to 

contribute to a spousal

RRSP if you are legally

married or are common-law

(including same-sex)

spouses who have lived

together for at least 

one year, or have lived

together for less than 

one year and have a child

together. 
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Know your contribution limits:
The total amount of your contributions to a spousal RRSP and
your own RRSP can’t exceed your personal RRSP contribution
limit for the year. This amount is shown on your Notice of
Assessment from the Canada Revenue Agency. Any contributions
you make have no effect on your spouse’s contribution limits.

For example, if you have $10,000 of RRSP contribution room
and your spouse has $6,000, you can share your contribution
any way you want between your RRSP and a spousal RRSP – 
as long as your total personal contribution and spousal 
contribution isn’t greater than $10,000. You could deposit 
the full $10,000 in a spousal RRSP, and your spouse could still
deposit $6,000 into his or her own RRSP.  

Do you want to make RRSP
contributions past age 69?

You can’t make contributions to your own RRSP

after you turn 69. However, if you have 

a younger spouse, you can continue to make 

contributions to a spousal RRSP. If you still earn

income, or you have unused RRSP contribution

room carried forward from previous years, 

a spousal RRSP allows you to continue taking

advantage of the tax-deferred growth 

opportunity provided by an RRSP until 

your spouse turns 69.

Beware of the 3-year rule
When your spouse withdraws funds from a spousal RRSP, the income is taxed in his or her hands.
However, special rules apply to make sure the funds are earmarked for retirement and not as a tax-saving
tool for use during your working years. These rules require that the funds remain in the spousal RRSP for
the two calendar years following any deposit to the spousal RRSP. If the funds are withdrawn before that
time, they’ll be taxed in your hands. 

For example, let’s say your spousal RRSP is worth $40,000, and you contributed all of the funds prior to
2000, except for a $5,000 contribution in 2003. If your spouse withdraws $9,000 in 2004, $5,000 will be
taxed as part of your income, since a contribution for that amount was made in one of the two calendar
years preceding the withdrawal, and the remaining $4,000 will be taxed as part of your spouse’s income.

Because of the attribution rules, you should keep spousal RRSPs separate from non-spousal RRSPs, and
make sure that your spouse contributes only to his or her plan, and not to the spousal plan you establish.
And if the spousal RRSP is converted to a RRIF, be aware the same attribution rules will apply if your spouse
withdraws more than the minimum RRIF payment within three years of any spousal RRSP contributions.

There is one way to make the 3-year period run faster—contribute to a spousal RRSP in December, rather
than January. If you contribute to a spousal RRSP in December, 2004, your spouse can withdraw funds
from it anytime in 2007 without the attribution rules applying – but if you wait until January, 2005 to
make your contribution, the attribution rules will apply until 2008.

If you have a general question or suggestion about this newsletter, please send an e-mail to can_pencontrol@sunlife.com or write to 

At a Glance Newsletter, Group Retirement Services Marketing, Sun Life Financial, 225 King Street West, 14th floor, 

Toronto, ON M5V 3C5.

This bulletin has been created exclusively for you. It addresses issues to help you with your financial planning and investments. 
i

Using a spousal RRSP can be an important tool in your long-term financial planning, and can provide you
with substantial tax savings in retirement—savings you can use to help realize your retirement dreams.  
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