
atb.com/wealth

Retirement
planning

OAS

Understanding three main sources of retirement income:

RRIFCPP



If you are planning for retirement in 10 years or less, it is time to take 
stock of your available sources of income in retirement. According to a 
2019 Canadian Financial Capability Survey 69% of Canadians who are 
not yet retired are preparing financially for their retirement. Among 
those, 92% are doing so using either their workplace pension or an RRSP. 
However, government pension benefits such as Old Age Security (OAS) 
and the Canada Pension Plan (CPP) remain crucial, particular for those 
who do not have a plan to save for their retirement since more than 
half of those individuals (52%) expect this to be their primary source of 
income in retirement.

There are many factors that may influence your decision on when to 
commence payments from government programs such as CPP and OAS 
and how to integrate that income with your personal retirement savings. 
For the many Canadians that do not have a workplace pension, the bulk 
of their retirement savings are held within RRSPs.  

There are several options to choose from when the holder of an RRSP 
account is ready to start withdrawing funds for retirement. Converting 
RRSPs to RRIFs is currently the most common choice among Canadians. 
We will provide you with an overview of RRIF rules and considerations 
in concert with CPP and OAS benefits. We will also guide you through 
a list of questions you should ask yourself when determining when to 
commence payments from each.

https://www.canada.ca/en/financial-consumer-agency/programs/research/canadian-financial-capability-survey-2019.html
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The Canada 
Pension Plan 
(CPP)
When should I start collecting CPP?
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The CPP retirement pension is a taxable monthly benefit intended to replace part of your 
income when you retire. To qualify, you must be at least 60 years old and have made at 
least one contribution to the CPP. This article will focus on basic CPP benefits.

CPP contributions

Every Canadian age 18 to 65 who has pensionable earnings must contribute to CPP. 
Contributions are split equally between employers and employees. The combined 
contribution rate for basic CPP is 11.90% for 2023. Self-employed Canadians are required to 
remit both employer and employee contributions. Contributions are based on pensionable 
earnings, calculated as the difference between the minimum $3,500 and the year’s 
maximum pensionable earnings (YMPE), which is adjusted annually ($66,600 for 2023). 

Beginning in 2019, the CPP program was enhanced to increase the proportion of earned 
income replaced by the program for the period of 2019 onward. For more information, 
please refer to our article CPP enhancements and your retirement. 

CPP entitlement

The maximum entitlement under the basic CPP program is designed to replace 25% of pre-
retirement pensionable earnings up to the maximum contributory earnings limit.

The amount a person is entitled to will be based on their earned income and number of 
years of contributions. The CPP program does provide dropout provisions for years of low 
income as follows:

• The first is the general dropout, which excludes the lowest 17%, or approximately eight 
years, of earnings. You must make maximum contributions for a period of 39 years to 
get the maximum benefit.

• The second dropout is a child rearing provision, which applies if you were the primary 
care-giver to a child under the age of seven. The program won’t include the months in 
which a parent had low or no income resulting from raising young children. Importantly 
this dropout is not calculated automatically; you must apply for it at the time of your 
application for CPP.

You are recommended to get an estimate of your CPP retirement pension from My Service 
Canada Account (MSCA).
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https://www.atb.com/wealth/good-advice/retirement/cpp-enhancements-and-your-retirement/
https://www.canada.ca/en/employment-social-development/services/my-account.html
https://www.canada.ca/en/employment-social-development/services/my-account.html


CPP benefits

Normal retirement age, under the CPP program, is considered to be age 65. The maximum 
CPP benefit payable to a 65 year old is $1,306.57/month (2023). However, to receive this 
amount, you would generally have needed to contribute the maximum amount in at least 
39 years since turning 18. Most Canadians do not receive the maximum amount, rather, 
the average monthly amount paid to a 65 year old pensioner was $717.15/month as at 
October 2022.

CPP benefits are indexed annually to the Consumer Price Index (CPI)

Early & late election to receive CPP benefits

Although the CPP retirement pension normally begins on your 65th birthday, it can be 
taken as early as age 60 or as late as age 70. For each month your CPP is received before 
age 65, the benefit entitlement will decrease by 0.6% (7.2% per year). For each month your 
CPP is postponed after age 65, the benefit entitlement will increase by 0.7% (8.4% per year)

6560 70
Earliest CPP
starting age Latest CPP

starting age

Normal CPP
starting age

E
ect of benefit decreases and increases on average and maximum benefits

$717.15
$458.98

Avg.

Max. Avg.

Max. Avg.

Max.

$836.20

$1,306.57
$1,018.35

$1,855.33

benefit decreases
7.2%/year

benefit increases
8.4%/year

-

- +

--- + + + +
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When should I start collecting CPP?

A number of factors should be considered when determining an appropriate age to start 
collecting CPP.

1. Have you stopped working or partially retired? 

Low-income years will become part of your contributory years and may reduce 
your benefit. This may occur if you have retired from full-time employment prior 
to age 65 and are no longer working, or are continuing to work on a part-time 
basis, with annual income less than the YMPE. If this is the case, you may wish to 
take CPP early. Although you will still have to contribute to CPP until age 65, these 
contributions will be applied to CPP’s Post-Retirement Benefit. 

2. Do you need CPP income to pay for your lifestyle needs? 

If you need to replace your earned income to pay for your basic lifestyle expenses, 
taking CPP early may be a necessity. Before doing so, consider all sources available 
to you, such as other pensions, RRSPs, TFSAs and savings. If you have sufficient 
other sources available for your lifestyle needs, waiting to collect CPP will increase 
your future monthly benefit.

3. Can you invest the income and generate a return higher than the reduction in 
the benefit?

If the income is not needed, can you take the proceeds and invest them into a tax-
sheltered environment, such as a TFSA? Keep in mind that when CPP is drawn prior 
to age 65, the reduction in benefits is 7.2% per year. Can you generate a higher rate 
of return than this to offset the loss?

4. Taxation on benefits?

CPP income is fully taxable. If you are still working (or have other significant sources 
of taxable income), your CPP retirement pension could be subject to tax at a fairly 
high rate. CPP pension sharing with your spouse or common-law partner may 
provide an “at source” income-splitting opportunity. The portion of your pension 
that can be shared is based on the period that you and your spouse or common-law 
partner lived together during your joint contributory period. 
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5. What is your life expectancy?

This is perhaps the most important factor in determining when to take CPP. This 
may also be the hardest question to answer. The chart below illustrates the impact 
of taking CPP at various ages and the impact it has on the total level of income you 
receive from the program.

For illustrative purposes, we have assumed an annual benefit of $8,606 receivable by 
a 65 year old today. This is based on the average pensioner payment as of October 
2022. We assume benefits will increase 2% per year once commenced, to reflect 
indexation of CPP benefits to CPI. Therefore, totals are expressed in future dollars.

CPP 
start age

Annual CPP 
benefit

Total received 
at age 75

Total received 
at age 80

Total received 
at age 85

Total received 
at age 90

60 $5,508 $102,660 $142,007 $185,450 $233,414

61 $6,127 $105,962 $148,878 $196,260 $248,574

62 $6,747 $107,775 $154,104 $205,255 $261,729

63 $7,367 $108,144 $157,735 $212,488 $272,940

64 $7,986 $107,111 $159,820 $218,015 $282,266

65 $8,606 $104,722 $160,406 $221,886 $289,765

66 $9,329 $102,147 $161,325 $226,663 $298,801

67 $10,052 $98,049 $160,563 $229,584 $305,788

68 $10,774 $92,477 $158,173 $230,706 $310,789

69 $11,497 $85,475 $154,203 $230,086 $313,866

70 $12,220 $77,087 $148,705 $227,776 $315,078

The highlighted fields indicate the maximum accumulated CPP benefit for each life 
expectancy assuming an individual is eligible for the average benefit at age 65. 

5



Old Age Security 
(OAS)
When should I start collecting OAS?
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OAS is the government of Canada’s largest pension program and it is funded from general 
tax revenues. Income is paid monthly to eligible Canadian citizens and legal residents age 
65 and older. OAS eligibility is not based on contributions as with CPP but is based on the 
duration of residency in Canada.

OAS eligibility

Generally, to be eligible for OAS when living in Canada at the time of application you must 
be age 65 or older, a Canadian citizen or legal resident at time of approval and resident in 
Canada for a minimum of 10 years after age 18. If you are living outside Canada at the time of 
application, you must have had a higher residency period of 20 years or greater after age 18.

OAS benefits

If you have lived in Canada for at least 40 years after age 18, you are eligible to receive the 
maximum benefit. The maximum monthly payment for an individual who begins collecting 
OAS at age 65 is $687.56, as of January 2023. Once you turn 75 that payment is increased by 
10%, $756.32 per month for those over 75 in 2023.

If you have not met the full residency requirement, you may be eligible for partial benefits 
provided you have a minimum residency of 10 years after age 18. Partial pension is 
calculated as the number of years resident divided by 40, to determine your prorated benefit.

Benefits can be deferred up to age 70 and your benefit will increase 0.6% per month (7.20% 
annually) for each month you defer past age 65.

Age
65

Age
70

Latest OAS
start

Normal OAS
start

Maximum benefit
= $687.56
40 years of residency
after age 18

Partial benefit
= # of years / 40
10+ years of residency
after age 18

benefit increases by
7.2%/year+

+ + + +
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When should I start collecting OAS?

1. The OAS pension recovery tax

OAS benefits are subject to a pension recovery tax. Your OAS pension is reduced 
once your income exceeds $86,912 (2023). The reduction is calculated at a rate of 15 
cents for every dollar in excess of the threshold. OAS benefits are fully clawed back 
once your income exceeds $141,917 (2023). For those aged 75 and over, the upper 
threshold is $147,418.

• You may want to defer OAS benefits if you still anticipate working after age 65 
or otherwise expect taxable income which is expected to exceed the minimum 
income recovery threshold.

• You may not want to defer OAS past 65 if you expect high levels of income after 
age 70, such as RRIF payments commencing at age 72 in combination with CPP 
income and other taxable income. Keep in mind that pension income splitting 
for RRIF payments after age 65 may reduce your total income and therefore 
reduce the amount of clawback.

2. Life expectancy

If your life expectancy is poor, you may not wish to defer. OAS pensions have no 
survivor benefits.
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Registered 
Retirement
Income Fund
(RRIF)
Factors to consider with RRIF withdrawals
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A RRIF is effectively an extension of an RRSP. While RRSPs are a vehicle designed to help 
you save for retirement, a RRIF is designed to distribute your saved funds to you.

Your RRSPs mature December 31 of the year you turn 71. Upon maturity, or anytime 
sooner, you have three options for your RRSP: take the cash out, purchase a registered 
annuity, convert to a RRIF, or a combination thereof. RRIF conversion is currently the most 
common choice among Canadians. The conversion is not a taxable transaction. Taxes 
continue to be deferred on funds held in the RRIF.  

RRIF annuitants are required to take mandatory minimum withdrawals from their RRIF 
each year, beginning the year after the RRIF is opened. The minimum can be based either 
on the annuitant’s age or their spouse/common-law partner’s age and the market value of 
the RRIF on December 31 yearly. Below is a table of RRIF minimums.

Age on 
January 1

Withdrawal 
(%)

Age on 
January 1

Withdrawal 
(%)

Age on 
January 1

Withdrawal 
(%)

65 4.00 76 5.98 86 8.99

66 4.17 77 6.17 87 9.55

67 4.35 78 6.36 88 10.21

68 4.55 79 6.58 89 10.99

69 4.76 80 6.82 90 11.92

70 5.00 81 7.08 91 13.06

71 5.28 82 7.38 92 14.49

72 5.40 83 7.71 93 16.34

73 5.53 84 8.08 94 18.79

74 5.67 85 8.51 95 & over 20.00

75 5.82
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Factors to consider with RRIF withdrawals

1. You do not have to wait until age 71 to convert your RRSP to a RRIF

Conversion to a RRIF can be completed at any age and prior to age 71. You can 
choose to convert a partial amount, or the full balance of your RRSPs. Drawing funds 
from your RRIF may allow you to defer collecting CPP, thereby increasing your CPP 
benefit. A disadvantage of early RRIF conversion and withdrawal is the loss of tax-
deferred investment growth.

2. Taxation on withdrawal of RRIF funds

All withdrawals from RRIFs are fully taxable. Ideally, you want withdrawals to occur 
in periods of lower marginal taxes. In evaluating when to convert an RRSP to a RRIF, 
or planning for RRIF withdrawals in excess of required annual minimums, you want 
to consider your anticipated taxable income from all sources, as well as available 
deductions and tax credits in the year. 

3. Utilize pension income splitting and the pension income tax credit

Unlike CPP and OAS, RRIF income is eligible for pension income splitting, when the 
RRIF annuitant is age 65 or older. Pension income splitting allows you to allocate up 
to 50% of your RRIF income to your spouse or common-law partner. The receiving 
spouse does not have to be 65. The election to pension income split is made on 
each spouse’s tax return. This is a simple strategy to reduce the effective tax rate on 
RRIF withdrawals. If the effective tax rate on the split RRIF income is anticipated to 
be low, withdrawing more than the minimum or conversion to RRIF prior to 71 may 
be advisable.

Also unlike CPP and OAS, RRIF income is considered eligible pension income for the 
purposes of the pension income tax credit when the annuitant is age 65 or older. By 
transferring enough to initiate a $2,000 RRIF withdrawal each year, a corresponding 
tax credit will be generated. This tax credit will offset some, if not all, of the tax 
payable on the $2,000 of income. If you are not taking advantage of this credit with 
other eligible pension income, consider at least a partial conversion of RRSP to RRIF, 
so you may withdraw $2,000 each year between 65 and 71 and utilize the credit. If 
your spouse or common-law partner is also 65 or older you can double up on this 
strategy by withdrawing $4,000/year and electing to split 50% with your spouse.
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Summary
Your CPP, OAS and RRIF income may provide a significant portion 
of your available sources of income in retirement. There are multiple 
factors you will need to consider deciding when to commence 
payments from each. Work with an ATB Wealth advisor to create a 
personal retirement plan that illustrates the impact of these benefits 
on your retirement finances. 
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This document has been prepared by ATB Wealth. ATB Investment Management Inc., ATB 
Securities Inc. (Member Investment Industry Regulatory Organization of Canada and Canadian 
Investor Protection Fund) and ATB Insurance Advisors Inc. are wholly owned subsidiaries of 
ATB Financial and operate under the trade name ATB Wealth. The information provided in this 
guide is a simplified general summary and is not intended to replace or serve as a substitute for 
professional advice. Professional tax advice should always be obtained when dealing with taxation 
issues as each individual’s situation is different. This information has been obtained from sources 
believed to be reliable but no representation or warranty, expressed or implied, is made as to 
their accuracy or completeness. This information is subject to change and ATB Securities Inc., 
ATB Investment Management Inc. and ATB Insurance Advisors Inc. reserves the right to change 
the information without prior notice, and does not undertake to provide updated information 
should a change occur. ATB Financial, ATB Investment Management Inc., ATB Securities Inc. and 
ATB Insurance Advisors Inc. do not accept any liability whatsoever for any losses arising from the 
use of this document or its contents.
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