
 

The RRSP Manoeuvre 

Converting your Taxable RRSP to a Tax Free Savings Account. 

 
 

 

Many people nearing retirement now realize that the famous RRSP is one of the biggest tax grabs the 

Gov’t has ever introduced.   Many people wish the Tax Free Savings Account had been introduced a 

long, long time ago, and would love to transfer the high tax rate of RRSP withdrawals over to a TFSA 

for their tax free retirement savings.   If a person does not have enough contribution room in their TFSA, 

there are other investments where cash can accumulate tax free.  This strategy involves using the 

Proposition Life Gifting Arrangement to shelter the withdrawals made from your RRSP.  The 

withdrawals also provide a source of funds for the donation required.   

 

In simple steps, here is how it works: 

 

1. Cash in a significant portion of your RRSP   ($5k at a time to keep withholding tax to 10% 

otherwise 30% withholding tax) 

2. Use Proposition Life financed donations to offset the increased income tax from the RRSP 

withdrawal 

3. Use some of the funds from your RRSP to finance the Proposition Life donation.   

4. Invest the balance of the withdrawn RRSP funds in your TFSA   

5. Invest the additional tax credits into your TFSA.  

 

Here is a more detailed example of how it could work for a single person making $100,000 a year in 

Ontario.   Other provinces and personal situations may be somewhat better or worse. 

 

Assumptions:          

 

Salary:                                                                         $100,000            $100,000 

RRSP Withdrawal:     $100,000  

Current Taxes Normally Payable:                $70,900 

Proposition Life Donation:    $150,000    (Total Cost :  $24,000 ) 

New Taxes Payable:                    $3,282 

Total Savings on Taxes                 $67,618 

First Deposit to TFSA:      $46,000     ($70k – $24k)    

Second Deposit to TFSA        $51,800     (from salary tax + withholding refund) 

 

 

 

This strategy ends up with virtually all of your $100,000 RRSP withdrawal reinvested in a TFSA or 

other tax free account.   

 

 


