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Agenda
• Part 1: What must I understand about the tax
system?
– The grocery store gift card/coupon analogues

• Part 2: Retiring on a low income
– The ‘Ted Talk’ opener: Parallel Universe and the ‘E’
word barrier.
– What is our income system for retirees in Ontario?
– What do you mean by low income?
– Top 10: Rogues’ Gallery of Bad Advice
– Why is mainstream financial advice wrong?
– What can be done?

Part 1

WHAT MUST I UNDERSTAND
ABOUT THE TAX SYSTEM?

Analogues for Exemptions, deductions,
refundable and non-refundable credits
• Exemptions: The ‘forget about it’ card – you don’t have
to report exempted money
• Deductions: A special personalized ‘coupon’ since the
value of deductions differs based on tax paid by
individuals
• Non-Refundable credit: a general ‘coupon’ since the
value of a credit of equal value is the same for
everyone who pays tax and worthless for those who
don’t.
• Refundable credit: A ‘gift card’ redeemable for
anything in the store – in this case, Canadian money.

Part 2

RETIRING ON A LOW INCOME:
WHY IT IS DIFFERENT…..

TED talk Opener
• Parallel Universe:
“But there’s sort of an alternate universe
that exists for lower-income seniors
between 65 and 71”, says John Stapleton, a
social policy consultant.”
Preet Banerjee, Globe and Mail, Sept. 12, 2012

• The ‘E’ Word: (Entitlement)

What is our income system for retirees
in Ontario?
1. Old Age Security (OAS): People with little or no income other than OAS
pension may get an extra monthly benefit called the Guaranteed Income
Supplement (GIS). The GIS is key
There is also a monthly Allowance for low-income spouses and commonlaw partners of OAS pensioners. All widows and widowers can receive the
Allowance for the Survivor. These spousal benefits are available from age
60 age 64.
2. The Canada Pension Plan (CPP): If you paid into CPP during your
working life, you can get a monthly pension as early as age 60.
3. Private pensions, work and savings
Adapted from: http://www.totrov.com/english/pension_system.htm

Open Policy: How do I get the Guaranteed Income Supplement?
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2. What do you mean by ‘low income’?
What will your family picture be when you are age 65?
Will you get GIS?
Your family picture when you are age 65:

As of April, 2013, you will be low
income if your income is under:*

Single person

$16,728

Couple , both getting Old Age Security
(OAS pension)

$22,080

Couple, only one partner getting OAS,
other partner is under 60

$40,080

Couple, one partner getting OAS
pension, other partner is 60-64 and
getting the Allowance

$30,912

* These figures rise from time to time. You can get updated figures from Service Canada at:
www.servicecanada.gc.ca/eng/isp/oas/tabrates/tabmain.shtml
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Top 10 Countdown: Rogues Gallery of Bad Advice to
Low Income people planning retirement
10. The government will send you application forms for benefits
9. Working after age 65 is a good way to bring in extra money
8. Don’t buy an RRSP after age 65
7. Don’t buy a TFSA until your RRSP room is used up
6. Don’t take Early CPP
5. Take early CPP
4. Don’t bother applying for OAS if you’re a sponsored immigrant
3. Wait until you have 10 years in Canada to apply for OAS
2. Don’t bother planning for retirement if you have very little $$$
1. Buy an RRSP (before age 65).

Why is mainstream financial advice
wrong for low income retirees?
• Three fundamental assumptions about
retirement planning and financial advice do
not apply to low income retirees.
– That our post-retirement income will be less than
our pre-retirement income; and
– That our taxable income will be lower at 65.
– That tax credits will help us realize higher income

• For low income retirees, the opposite is true

Why is mainstream financial advice
wrong for low income retirees?
• Most of us are told to buy RRSPs and wait to
collect our CPP retirement benefits.
• The standard advice is to pay into an RRSP
before registering for a TFSA.
• …..And almost no one advises registering for
an RRSP after age 65.

Why is mainstream financial advice
wrong for low income retirees?
• Many low income seniors receive higher
incomes when they turn 65. Old Age Security,
combined with CPP and the Guaranteed Income
Supplement is often significantly higher than the
social assistance, disability benefits, and the low
earnings they realize in the years leading up to
age 65.
• And Old Age Security and CPP are taxable while
social assistance and some disability benefits are
not. This situation results in higher taxation once
they reach 65, not lower.

Why is mainstream financial advice
wrong for low income retirees?
• It’s almost as if potential low income retirees live in a
different world where their situation is the polar
opposite to what is faced by most retirees.
• This means low income retirees need very different
advice than they get from the mainstream.
• But is this advice available? The answer is largely
“no”.
• One Reason: GIS is an entitlement, not a tax credit!

What can be done for low income
retirees?
• For the Low Income Retiree:
– Take CPP early retirement ASAP
– (unless receiving social assistance)

– Avoid RRSP’s until age 65
– Buy a TFSA if savings are available

• For Financial Institutions:
– Give proper information and advice
– Train staff

What can be done for low income
retirees?
• For the Ontario Government:
– Advocate with the federal government for better
information and regulation
– Inform low income retirees
– Ensure course materials with right information is
taught to front line financial staff
– Promote good advice: (mine….)
http://openpolicyontario.com/retiring-on-a-lowincome-3/

