Gordon Guides
For the CFP® Exam

Welcome!
This is a sample of our study notes from a previous year…so you may notice that the dates and figures reflect
the data that was valid at the time of writing.
Our current edition is fully updated to reflect the current year’s data
required for the exam.
These notes are intended for exam candidates who do not have a current set of
reference material or have materials from another course that are just too
voluminous to effectively use for exam review.
If you have content that is current and succinct, you may not need to purchase
our study notes, (you may want to, but I recommend that you do not overload
yourself, just use one study source).
If you have appropriate study materials, you may find that our practice question
test banks will be a valuable complement to round out your exam preparation.
In the meantime, please flip through this document to get a sense of how I have organized the content, so you
the student, can focus your precious study time on what is exam relevant!
Thank you again.

Prof. Brian Gordon, CFA, CFP, CIM, MBA, FCSI
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Retirement Planning
By the end of this section CFP exam candidates should be able to:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.

Summarize a client’s current retirement objectives and perform a needs analysis.
Calculate a client’s required amount of retirement savings.
Recommend the appropriate retirement strategies given a client’s personal and financial circumstances.
Compare and contrast the various types of retirement plans available, including government pension
plans, private pension plans and personally owned registered retirement accounts.
Calculate CPP contribution amounts and CPP benefit amounts based on a client’s personal and financial
circumstances.
Differentiate between CPP credit splitting and CPP pension sharing.
Summarize the general tax issues related to the various types of retirement plans available, including
government pension plans, private pension plans and personally owned registered retirement accounts.
Calculate a client’s benefit entitlement and earliest age of retirement with an unreduced pension benefit
given specific details regarding the plan.
Differentiate between a defined benefit pension plan and a defined contribution pension plan.
Describe an IPP and identify situation for which IPPs are appropriate.
Describe the main features of DPSPs, RRSPs, LIRAs, LIFs, LRSPs, and LRIFs.
Calculate earned income for RRSP purposes.
Calculate a client’s RRSP contribution limit given specific personal and financial data.
List RRSP eligible investments.
Calculate a client’s pension adjustment given specific personal and financial data.
Calculate the amount of a retiring allowance that can be rolled over into an RRSP without triggering tax.
Calculate the annual minimum RRIF payment required given specific personal and financial data.
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RETIREMENT PLANNING

Canada Pension Plan
The Canada Pension Plan is a contributory, earnings-related social insurance program. It ensures a measure of
protection to a contributor and his or her family against the loss of income due to retirement, disability and
death.

Canada Pension Plan Contributions
With very few exceptions, every person in Canada over the age of 18 who earns a salary must pay into the
Canada Pension Plan. Employees and employers each pay half of the contributions (currently 4.95% of
pensionable earnings).
Self-employed individuals pay both portions.
Contributions are not required if an individual is receiving a Canada Pension Plan disability or retirement
pension.
At age 70, all contributions stop even if the individual has not stopped working.

Required Contributions
Contributions are based on salary. For self-employed individuals, contributions are based on net business
income (after expenses).
Contributions are not based on any other source of income, such as investment earnings.
If, during a year, an individual contributes too much or earns less than a set minimum amount, they will receive
a refund of contributions when they complete their income tax return.

Contributions are calculated based on annual earnings between a minimum and a set maximum level, these are
called "pensionable" earnings.
The minimum level, yearly basic exemption (YBE) is frozen at $3,500.
The maximum level, yearly maximum pensionable earnings (YMPE) is adjusted each January, based on
increases in the average wage.
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CPP Contribution Rates

Year
2017

YMPE
$55,300

YBE
$3,500

2016

$54,900

$3,500

2015

$53,600

$3,500
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Pensionable
Earnings
$55,300 - $3,500
= $51,800
$54,900 - $3,500
= $51,400
$53,600 - $3,500
= $50,100

4

Employee
Contribution
4.95% x $55,300
= $2,737.35
4.95% x $51,400
= $2,544.30
4.95% x $50,100
= $2,479.95

Employer
Contribution
4.95% x $55,300
= $2,737.35
4.95% x $51,400
= $2,544.30
4.95% x $50,100
= $2,479.95
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Contributory Period
The contributory period is the total span of time during an individual’s life when they may contribute to the
Canada Pension Plan. It is used in calculating the amount of any Canada Pension Plan benefit to which they
become entitled.
The contributory period begins when an individual reaches age 18 or January, 1966 (the start of the CPP) and
continues until an individual begins receiving his/her retirement pension, reach age 70 or die (whichever is the
earliest).
Canada Pension Plan Benefits
1. Disability benefits, which include benefits for disabled contributors and benefits for their dependent
children.
2. Retirement pension, which is paid when an individual substantially ceases working.
3. Survivor benefits, which include the death benefit, the survivor's pension and the children's benefit.
4. New Post-Retirement Benefit; beginning in 2013…..a fully indexed lifetime benefit that increases retirement
income

The following contributions and benefits data are effective up to December 2017:
(for information only-not required for the exam)
Maximum Monthly Retirement Pension
At age 65
$1,114.17
Post-retirement benefit
$27.85
Death Benefits
Lump sum
Maximum monthly surviving spouse’s pension:
under age 65
age 65 or older
Monthly Orphan’s Pension (each child)
Disability Benefits
Maximum Monthly Contributor’s Pension
Monthly Child’s Pension (each child)
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$604.34
$668.50
$241.02

$1,313.66
$241.02
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The normal age at which an individual will be eligible to receive full CPP retirement benefits is age 65.
However, retirement benefits may be received as early as age 60 or delayed until age 70.
If a pensioner elects to receive CPP prior to age 65, the lifetime benefit is reduced by a factor per month, for
each month prior to age 65.
Prior to Age 65 CPP Adjustment Summary Chart
Year
2016
2015
2014

Monthly Reduction
0.6%
0.58%
0.56%

Total Annual Reduction
7.2%
6.96%
6.72%

If a pensioner elects to delay receipt of CPP until after age 65, the lifetime benefit is increased by a factor of
0.7% per month, for each month after age 65.
This adjustment is permanent—if you choose to start your pension before age 65, your reduced pension amount
does not increase when you reach age 65.

Quick Summary
•

If you start your CPP retirement pension at age 65: You will get the unadjusted pension amount you
are eligible to receive.

•

If you start your pension after age 65: The CPP increases your pension amount by a set percentage for
each month that you delay receiving it after age 65, up to age 70.

•

If you start your pension after age 70: These increases stop at age 70 and there is no financial benefit
in further delaying your pension. Note that, in general, Service Canada can only pay retroactive
payments of CPP benefits for up to 12 months.
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Other CPP Items
Definition of a Spouse
For the purpose of the Canada Pension Plan, a "spouse" is a person of the opposite sex with whom an individual
is in a legal marriage.
"Common-law partners" is defined as two people, regardless of sex, who have lived together, in a conjugal
relationship for at least one year.

CPP Pension Credits
The Canada Pension Plan keeps a record of earnings and contributions paid over the years. These are referred to
as "pension credits".
Generally, the more credits you have, the higher your Canada Pension Plan benefits will be.

CPP Credit Splitting
When a marriage or common-law partnership ends, the Canada Pension Plan credits built up by the couple,
during the time they lived together, can be divided equally between them.
Credits can be split upon divorce or separation even if one spouse or common-law partner did not pay into the
Canada Pension Plan.

CPP Pension Sharing
Pension sharing adjusts the amount of the monthly retirement pension each spouse/common-law partner
receives from the CPP.
Married or common-law partners who are together (not separated or divorced), who are both at least 60 years of
age, and who receive Canada Pension Plan (CPP) retirement pensions can share their pension benefits on the
portion of the benefit earned during their time together.
•

This may result in tax savings.

•

If only one is a CPP contributor, they share that one pension.

•

The overall benefits paid do not increase or decrease with pension sharing.

•

Couples must apply to share pensions.
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For married couples, any pension-sharing arrangement will end upon separation or divorce, or if one spouse
dies.
For common-law couples, the pension-sharing arrangement will end if the common-law union ends or if either
partner dies. The pension-sharing arrangement will also end if cancellation is requested by both parties.

Example:
Pat and Jean have been living together in a common-law relationship since 1979. They are both over 60 and
both receive a CPP retirement pension.
Jean's monthly retirement pension is $400. Of that, $100 is based on income earned before moving in with Pat;
this amount will not be affected by a pension-sharing arrangement. The other $300 is based on income earned
during their relationship.
Pat was not working before this relationship. Pat's monthly retirement pension of $550 is based entirely on
income earned while living with Jean.
Their pension payments, added together, total $950. After subtracting the portion of Jean's pension that is based
on income earned before moving in with Pat ($100), their "shareable" pension amount is $850.
With pension sharing, they would each receive half of $850, or $425. In addition to the $425, Jean would also
receive the $100 that is based on earnings prior to this relationship with Pat. Jean's total monthly CPP payment
would be $525, while Pat's would be $425.
Their T4 slips will show the amount each received during the previous year and will be used when calculating
their income tax.
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Canada Pension Plan payments outside Canada
Payments are made anywhere in the world in the local currency when applicable and, if not, in Canadian
dollars, provided you meet all Canada Pension Plan eligibility conditions. If you live in the United States and
have your payment deposited directly to a US financial institution, the funds are automatically converted into
US dollars.
Cost-of-Living Increases
All CPP benefits, except for the death benefit, are adjusted in January each year if there is an increase in the
cost of living as measured by the Consumer Price Index.

Taxation of Canada Pension Plan Payments
Canada Pension Plan payments are taxable income.
Early each year, you will receive a T4A(P) slip showing the amount of Canada Pension Plan payments you
received during the previous year. This slip is needed to complete your income tax form and must be included
with your tax return.

Other Related Items
Do Canada Pension Plan benefits affect the amount individuals receive from other programs?
Yes, they may. Income-tested benefits from programs such as War Veterans Allowances, Guaranteed Income
Supplement, the Allowance and the Allowance for the survivor as well as provincial/ territorial social assistance
will take Canada Pension Plan income into account.
Canada Pension Plan benefits may also affect how much you get from your employer pension or private-sector
disability insurance.
Most Workers' Compensation programs also take Canada Pension Plan income into account.
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Summary of the CPP Retirement Pension
Participation

Compulsory for Canadian employees, with exemptions as noted
below, including those who are self-employed; program is
portable and is not interrupted by changes in employment

Contribution Period

Canadians aged 18 to 65, and to age 70 if the person continues to
work

Contributions

Employees: 4.95% x ( YMPE – YBE)
Self-employed: 9.9% x ( YMPE – YBE)

Death Benefit

6 months worth of the retirement pension, to a maximum of
$2,500.

Exempted Individuals

Casual and migratory workers; those employed in agriculture,
fishing and forestry; and those with annual income less than
$250 from any single employer

Inflation Protection

Pension and benefits are linked to the Consumer Price Index and
are adjusted annually

Tax

Employee contribution: non-refundable tax credit
Employer contribution: deduction from income
CPP benefits are taxable as income

Exam Tip:
Look for key phrases such as, “casual worker”, or “significantly ceased working”, or
“financially dependent” as clues to the correct answer
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Old Age Security Program
The Old Age Security program is financed from general federal tax revenues. It pays monthly pension benefits
to all Canadians 65 and over who meet the residence requirements, and some supplementary benefits to eligible
low-income seniors 60 and over.
All benefits payable under the Old Age Security Act are adjusted, if necessary, in January, April, July, and
October of each year to reflect increases in the cost of living as measured by the Consumer Price Index.
Monthly payments are not reduced if the cost of living drops.
The Old Age Security program provides the following benefits:
1. the OAS pension,
2. the Guaranteed Income Supplement, and
3. the Allowance (which includes the Allowance for the survivor).
Eligibility for OAS benefits is based on years of residence in Canada.
All OAS benefits must be applied for, and retroactive payments can be made for a maximum of 11 months.
Payment of OAS benefits can be made retroactively for a longer period only if the applicant was considered
unable to apply earlier because of a severe incapacity. A person may be considered to be "incapacitated" if he or
she is incapable of forming or of expressing the intent to make such an application or request.
The OAS pension is a taxable monthly benefit available to most people 65 or older who meet the residence
requirements. Eligible applicants can receive the OAS pension even if they are still working or if they have
never worked, but they must apply for it. Pensioners whose net income, including the OAS pension, is above a
certain amount ($72,809 in 2016, $72,809 in 2017 and $73,756 in 2018) are required to reimburse part of their
pension amount, this is known as the “clawback”.
Maximum OAS rates:
2017 – $578.53 per month
2016 – $570.52 per month
2015 – $563.74 per month
The full OAS pension is eliminated (100% clawback) when a pensioner's net income is $118,055 (in 2016/17)
and $119,615 (in 2017/18) or above.
Eligibility
To qualify for an OAS pension in Canada, applicants must be 65 years of age or older and must be Canadian
citizens or legal residents of Canada at the time the pension is approved. They must have resided in Canada for
at least 10 years after the age of 18. Periods of residence and/or contributions in a country with which Canada
has a social security agreement may be used to help meet the residence requirement for eligibility.
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Amount of Benefits
The amount of the OAS pension is determined by how long a person has resided in Canada, according to
specific rules:
•

A person who has resided in Canada for at least 40 years after reaching the age of 18 may qualify for a
full OAS pension.

•

A person who has not resided in Canada for 40 years after the age of 18 may still qualify for a full
pension if, on July 1, 1977, he or she was 25 years of age or over, and

1. resided in Canada on that date, or
2. had resided in Canada after the age of 18 and before that date, or
3. possessed a valid immigration visa on that date.
To qualify, a person must normally have resided in Canada for 10 years immediately before approval of his or
her application. However, under certain circumstances, an exception can be made. A person who, after the age
of 18, lived in Canada for at least three years for each year of absence during that 10-year period, and also
resided in Canada for at least one year immediately before the application is approved, will qualify for a full
OAS pension.

Example:
From age 55 to 65, Marie lived outside Canada for two years. She lived in Canada for 30
years between the ages of 18 and 55.
Marie has thus lived three years in Canada for each of the two years she was absent from
Canada (during the 10-year period).
Since Marie also lived in Canada for a year before her application was approved, she qualifies
for a full OAS pension.

Absence from Canada
People working outside Canada for Canadian employers, or for international organizations, may have their time
working abroad counted as residence in Canada. This may also apply to their spouses/common-law partners and
dependants.
Partial pensions
A person who cannot meet the requirements for the full OAS pension may qualify for a partial pension if he or
she has resided in Canada for at least 10 years after the age of 18.
A partial pension is paid at the rate of 1/40th of the full monthly pension for each full year of residence in
Canada after the applicant's 18th birthday.
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Payment outside Canada
To receive the pension when no longer residing in Canada, the applicant must have been a Canadian citizen or a
legal resident of Canada when he or she left.
Once a full or partial OAS pension has been approved, it may be paid indefinitely outside Canada if the
pensioner has resided in Canada for at least 20 years after reaching the age of 18. A person who has not resided
in Canada for 20 years but who has resided or worked in a country that has a social security agreement with
Canada may meet the 20-year residence requirement under the provisions of that agreement.
If the person does not meet the 20-year residence requirement, payment may be made only for the month when
he or she leaves Canada, and the following six months. The pension may be reinstated if the person returns to
reside in Canada.
Retroactive payments
People who apply for an OAS pension after the age of 65 can receive a retroactive payment back to their 65th
birthday or to a maximum of 11 months, whichever is shorter. The period of retroactivity is calculated from the
month the application is received. (They would at the same time receive payment for the month in which the
application was received.)
Guaranteed Income Supplement
The Guaranteed Income Supplement (GIS) is a monthly benefit paid to residents of Canada who are eligible to
receive an OAS pension (full or partial) and have little or no other income. GIS payments can begin in the same
month as OAS pension payments.
The GIS is not taxable.
GIS must be applied for and renewed annually (most people can reapply automatically by filing their annual
income tax return by April 30), and the monthly payments may increase or decrease according to changes in the
recipient's annual income and marital status.
The GIS is not payable outside Canada for more than six months following the month of departure, regardless
of how long the person resided in Canada.
Eligibility
To receive the GIS benefit, a person must be eligible for an OAS pension. The annual income of the applicant
or, in the case of a couple, the combined income of the applicant and his or her spouse/common-law partner
cannot exceed certain limits.
Retroactive payments
As is the case for the OAS, people who apply for the GIS after the age of 65 can, if eligible, receive a
retroactive payment covering the period from their 65th birthday or 11 months, whichever is shorter. The period
of retroactivity is calculated from the month the application is received. (They would at the same time receive
payment for the month in which the application was received.)
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Amount of benefits
The amount to which a person is entitled depends on his or her marital status and income.
Income is defined for the GIS in the same way income is defined for federal income tax purposes, with a few
exceptions-the most important one being that, for GIS purposes, the OAS is not considered income.
If the GIS applicant is married or living in a common-law relationship, the combined income of the pensioner
and his or her spouse/common-law partner must be taken into account.
Generally, income earned in the previous calendar year is used to calculate the amount of benefits paid in a
payment year (July to June of the following year). However, if a pensioner or his or her spouse/common-law
partner has recently retired or has experienced a loss of income, an income estimate for the current calendar
year may be used to calculate benefits.
The GIS has two basic rates of payment:
1. The single rate applies to single, widowed, divorced or separated persons, and to married or commonlaw OAS pensioners whose spouse or common-law partner receives neither the OAS pension nor the
Allowance.
2. The married/common-law rate applies both to legally married couples and to couples living in commonlaw relationships if both spouses or common-law partners are OAS pensioners or if one is a pensioner
and the other receives the Allowance. If a couple is separated for reasons beyond their control, they may
receive either the single GIS rate for each or the married rate, whichever is more advantageous.

The Allowance and the Allowance for the Survivor
The Allowance and the Allowance for the survivor are benefits for 60- to 64-year-old low-income seniors. They
are designed to lessen the financial difficulty faced by couples living on a single pension and by many seniors
whose spouse or common-law partner has died. Benefits must be applied for every year and are not considered
to be income for tax purposes. Allowance benefits are not payable outside Canada beyond a period of six
months after the month of departure, regardless of how long the person resided in Canada.
Eligibility
The Allowance may be paid to the spouse or common-law partner of an OAS pensioner who is eligible for the
GIS, and the Allowance for the survivor to a senior whose spouse or common-law partner has died. To qualify,
an applicant must be between 60 and 64 and have resided in Canada for at least 10 years after turning 18. He or
she must also have been a Canadian citizen or a legal resident of Canada on the day before approval of the
application. His or her annual income, combined with that of the pensioner (or on its own in the case of a
surviving spouse/common-law partner), cannot exceed certain limits, which are set annually. OAS and GIS
benefits are not included in the calculation of income for the Allowance.
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The Allowance stops when the recipient becomes eligible for an OAS pension at 65 or if the beneficiary leaves
Canada for more than six months or dies. For a couple, the Allowance stops if the recipient of the OAS pension
ceases to be eligible for the GIS or if the couple separate or divorce. The Allowance for the survivor stops if a
survivor remarries or enters into a common-law relationship for more than 12 months.
Retroactive benefits
People who apply for the Allowance or the Allowance for the survivor after the age of 60 can, if eligible,
receive a retroactive payment covering up to 11 months. The period of retroactivity is calculated from the
month the application is received. (They would at the same time receive payment for the month in which the
application was received.)
Amount of benefits
Allowance benefits are income-based. The maximum amount payable to a pensioner's spouse/common-law
partner is equal to the combined full OAS pension and the maximum GIS at the "married/common-law" rate.
The maximum amount for a survivor is higher.
International Social Security Agreements
International social security agreements coordinate the OAS and CPP programs with the social security
programs of other countries for the benefit of citizens of the participating countries.
Old Age Security
The Old Age Security Act permits the inclusion of the OAS program in social security agreements. These
agreements allow periods of residence and/or periods of contributions in the other country to be counted as
periods of residence in Canada for eligibility purposes. This may help applicants satisfy the minimum eligibility
requirements for OAS benefits. For example, someone who has resided in Canada for less than the 10 years
required to receive a partial OAS pension in Canada would be able to use periods of residence and/or periods of
contributions in the other country to meet the residence requirement. A similar provision would apply for
someone who has resided in Canada for less than the 20 years needed to receive an OAS pension outside the
country. Some restrictions may apply under some agreements.
Once eligibility for the OAS pension has been established, the amount of the OAS pension payable is equal to
1/40 of a full OAS pension for each year of actual residence in Canada after reaching 18.
Canada Pension Plan
Social security agreements may also help people to qualify for disability, survivor, children's, and death benefits
under the CPP. As noted earlier, these benefits have minimum qualifying requirements. Social security
agreements allow periods of residence and/or contribution to the other country's social security system to be
added to periods of contribution to the CPP to help the applicant meet eligibility conditions. Once eligibility has
been established, the amount of the benefit is based on actual contributions to the CPP.
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Social Security Programs of Another Country
In many countries, nationality is an important factor in determining eligibility for social security benefits. Noncitizens may be required to meet special conditions before they can receive a pension, and the payment of
benefits to non-citizens living abroad may be restricted or even prohibited. These social security agreements
also allow Canadians who now live in other countries to qualify for social security benefits from these countries
as a result of contributions or residency requirements they satisfied while still living in Canada.
Provincial Social Security Programs
Canada's social security agreements contain a provision that allows provinces to conclude understandings with
other countries concerning social security programs under their jurisdiction (for example, the QPP or Workers'
Compensation plans).

Exam Tip:
Watch out for trick questions, even though neither the Allowance, the Allowance
for the survivor, nor the GIS is considered taxable income, you must still report
these benefits on your tax return.

General Tax Issues:
⇒ OAS, CPP, Pension Income are all taxable (not GIS)
⇒ Contributions to CPP, receive non-refundable tax credits (overcontributions returned)

Note Pages 17 to 35 have been removed from this sample
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Retirement Income Options

Registered Retirement Income Funds (RRIFs)
The most tax-efficient way to mature an RRSP is to convert it to an income-producing product such as an
annuity, or an income plan, such as a Registered Retirement Income Fund (RRIF).
The two major benefits of RRIFs are the continued:
•
•

growth of investments beyond age 71; and
deferral of tax on income earned on those investments until money is withdrawn from the fund.

There are no maximum withdrawal limits for RRIFs, but the Income Tax Act stipulates certain minimum
amounts for withdrawals from RRIFs based on either the plan holder’s age or the age of the plan holder’s
spouse.
Minimum Annual RRIF Withdrawal
The first RRIF withdrawal must be made by the end of the calendar year following the establishment of the
plan. For example, an investor who decides to convert their RRSP into a RRIF on January 1st of a given year,
will have until December 31st of the following year to make the first withdrawal.
There is no withdrawal necessary in the year a RRIF is set up, but there are minimum amounts that must be
withdrawn annually starting in the year after setup.
Unless certain types of annuities are held in the RRIF, the minimum withdrawal amount is calculated by
multiplying the market value of the RRIF holdings at the beginning of the year by a "prescribed factor".
The prescribed factor depends upon when the RRIF was started.

For a RRIF started after 1993
The prescribed factor is 1/(90-age), but only while the annuitant (owner) is under 71 years old.
Age is the age of the annuitant at the beginning of the year.

Qualifying RRIFs
If the RRIF was started prior to 1993, then it is a "qualifying RRIF", as long as no new property was
transferred into the RRIF after 1992, other than from another qualifying RRIF.
The prescribed factor for a qualifying RRIF is 1/(90-age) while the annuitant (owner) of the RRIF is under 79
years old.

 2017 Exam Success Inc.
www.examsuccess.ca

36

Tel: (416) 318-4357
Email: info@examsuccess.ca

Gordon Guides
For the CFP® Exam
Use this table for the withdrawal factors for age 71+ for RRIFs, LIFs and LRIFs. Prior to the change from the
Federal 2015 Budget, plans that were set up prior to 1993 had lower RRIF factors than plans that were set up
after 1992. Starting in 2015, all plans use the new factors.
All RRIFs 2015+

Post-1992 RRIFs
prior to 2015

Pre-1993 RRIFs
prior to 2015

Age

RRIF Factor

RRIF Factor

RRIF Factor

71

0.0528

0.0738

0.0526

72

0.0540

0.0748

0.0556

73

0.0553

0.0759

0.0588

74

0.0567

0.0771

0.0625

75

0.0582

0.0785

0.0667

76

0.0598

0.0799

0.0714

77

0.0617

0.0815

0.0769

78

0.0636

0.0833

0.0833

79

0.0658

0.0853

0.0853

80

0.0682

0.0875

0.0875

81

0.0708

0.0899

0.0899

82

0.0738

0.0927

0.0927

83

0.0771

0.0958

0.0958

84

0.0808

0.0993

0.0993

85

0.0851

0.1033

0.1033

86

0.0899

0.1079

0.1079

87

0.0955

0.1133

0.1133

88

0.1021

0.1196

0.1196

89

0.1099

0.1271

0.1271

90

0.1192

0.1362

0.1362

91

0.1306

0.1473

0.1473

92

0.1449

0.1612

0.1612

93

0.1634

0.1792

0.1792

94

0.1879

0.2000

0.2000

95+

0.2000

0.2000

0.2000
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Example 1:
On March 1st, 2015 Donna celebrated her 70th birthday. Donna converted her RRSP two years ago. The current
value is $674,000. Calculate the RRIF factor and the amount of her required minimum withdrawal.
Since the annuitant is 69 years old at the beginning of the year, the factor is 1/(90-69) = 0.04762 and her
minimum required withdrawal is:
$674,000 x 0.04762 = $32,095.24

Example 2:
Assume the fair market value of the holdings in a client’s “non-qualifying RRIF” are $100,000 at the
beginning of the year and the annuitant was 75 years old at the beginning of the year, then the minimum
withdrawal for that year would be:
$100,000 x 0.0582 = $5,820

Choice of Spouse’s Age
The annuitant can elect to use the age of their spouse or common-law partner in calculating the prescribed
factor, for both qualifying and non-qualifying RRIFs.
Using the age of a younger spouse can be an advantage in calculating RRIF minimum withdrawals.
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Locked-in Income Funds (LIFs)
To access locked-in pension funds, a pensioner can establish a LIF or an LRIF.
A LIF is essentially a RRIF with both a minimum and maximum annual withdrawal requirement. The minimum
amount is set by the RRIF withdrawal rules under the Income Tax Act, and the maximums are a matter of
provincial legislation.
Payments from an LIF generally cannot begin earlier than 10 years before one reaches normal retirement age
which is age 65.
LIFs provide the investor with an income stream to age 80.
At age 80 the plan proceeds must be transferred to a Life Annuity, except for in Ontario, Alberta and Manitoba.
Saskatchewan.
LIFs may be transferred to an LRIF via a one day Locked-in Retirement Account (LIRA) prior to the client
reaching 69 years of age. Quebec LIFs do not have a maturity date.
LIFs cannot be transferred to RRIFs (unless due to death of annuitant or the funds are unlocked) and can only
be opened through the transfer of funds from a Locked-in Retirement Account (LIRA), Locked-in Retirement
Savings Plan (LRSP), a Registered Retirement Pension Plan (RPP), a Locked-in Retirement Income Fund
(LRIF) (under Alberta, Ontario, or Manitoba jurisdiction) or from an existing LIF account.

Locked-in Retirement Income Fund (LRIFs)
A Locked-in Retirement Income Fund (LRIF) is a retirement vehicle that holds locked-in pension monies.
Compared to LIFs, LRIFs are somewhat more flexible in that the funds in an LRIF may be held in any RRSPeligible investments for the lifetime of the LRIF owner.
Essentially a LRIF is a RRIF with a locked-in provision, which means that withdrawals are limited by pension
withdrawal rules.
LRIFs are currently available in Ontario, Alberta, Manitoba and Saskatchewan.
The LRIF is intended to provide the investor with a life income stream that must be withdrawn as income each
year (except for the first year of the plan). The investor determines the amount of income to be withdrawn each
year, subject to certain minimum and maximum withdrawal rules.
An LRIF does not have a maturity date.
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Due to the locked-in provision of LRIFs they are protected from seizure from creditors, although some
jurisdictions permit pensions to be garnished for unpaid support payments. LRIFs can not be transferred to
RRIFs (unless due to death of the LRIF investor or the funds are unlocked) and can only be opened
through the transfer of funds from a Locked-in Retirement Account (LIRA), a Registered Pension Plan (RPP), a
Locked-in Income Fund (LIF) (under Alberta, Ontario, or Manitoba jurisdiction) or from an existing LRIF
account.

Locked-in Retirement Account (LIRA)
A LIRA is a special type of retirement savings plan that locks-in the money an investor receives from pension
plans. Basically, LIRAs are designed to accumulate retirement savings.
A LIRA is somewhat similar to an RRSP; both help investors save for retirement by deferring the tax payable
on the investments held in the plans.
What makes a LIRA different from an RRSP is that the money in it is locked-in.
In general, the funds in a LIRA may only be withdrawn to purchase forms of retirement income (such as LIFs,
LRIFs, and Life Annuities), or if an individual is experiencing financial or health-related hardships. LIRAs are
regulated by federal and provincial legislation and are offered by most financial institutions.

Registered Retirement Savings Plan (RRSP) – Tax Facts
•
•
•

Employer contributions to an RRSP are considered employment earnings. Employees
may receive immediate tax relief for contributions to a group RRSP that has been
approved by CRA.
Income and growth are tax sheltered within the plan.
Benefit payments and withdrawals are taxable to the recipient.

Deferred Profit Sharing Plan (DPSP)- Tax Facts
•
•
•

Employer contributions to an DPSP are considered non-taxable benefits.
Income and growth are tax sheltered within the plan.
Benefit payments and withdrawals are taxable to the recipient.
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Quick Summary - Earned Income
The current RRSP contribution limit is based upon an individual’s earned income from
the previous year.
Earned income includes the following:
• net income from employment, before deductions for registered pension plan
contributions (Note:: net income includes overtime and bonuses, but does not
include amounts that the employee is required to pay to meet the conditions of
employment, such as union dues or professional association dues)
• self-employment income for individuals operating their own businesses, or working
as active partners in business partnerships
• allocations from employee profit sharing plans
• taxable benefits from wage loss replacement programs (for example, disability
benefits received from a plan that was paid for by the employer)
• taxable alimony and maintenance receipts
• royalties for works (books, music) or inventions
• unemployment benefits, other than from the federal Employment Insurance plan
• research grants (net of related expenses)
• net rental income on real property
• Canadian-source business or employment income while a non-resident
The following items are deducted from earned income for the purpose of
calculating the current limitation:
• refunds of salary, wages, and research grants
• current-year net rental losses on real property
• current-year business losses
• deductible alimony and maintenance payments
Earned income does not include:
• property (investment) income, other than rental income
• taxable capital gains
• scholarships or bursaries
• business income earned as a limited partner
• pension benefits
• retiring allowances and severance pay
• payments from a RRSP, RRIF, or deferred profit-sharing plan
• death benefits
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Instructor/Author Profile:
Brian Y. Gordon, CFA, CFP, CIM, MBA, FCSI, is a former tenured Professor in
the School of Business at Centennial College in Toronto where he taught
Economics, Financial Accounting, Corporate Finance, the Canadian Securities
Course, Personal Financial Planning and Investment Management.
Prof. Gordon is also a part-time faculty member at Concordia University in
Montreal, where he teaches Economics and Investment Management courses at the
MBA level.
Prof. Gordon has also lectured at Ryerson University in Toronto teaching Corporate
Finance.
Since 1999, Prof. Gordon has been a featured lecturer and workshop facilitator for
CFP® and CFA® review programs offered across Canada.
Prior to entering academia, Prof. Gordon developed his expertise in the discount brokerage, full service
brokerage and banking industries, specializing in investment management, business development, strategic sales
and marketing, and wealth management training.
Prof. Gordon holds a BA in Economics from the University of Toronto, an MBA from Heriot-Watt University
in the UK, and was awarded his CFA charter in 1999. In 1995, Prof. Gordon was granted a fellowship from the
Canadian Securities Institute, earning the prestigious FCSI designation.
Prof. Gordon successfully challenged the CFP Professional Proficiency Examination and was awarded the right
to use the CFP designation in 2005.
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