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What you need to know about the tax 
system before we start?



Exemptions
“forget about 

it”

Deductions Non-Refundable 
Credit

Refundable Credit

Income that you 
don’t have to 
report to the 
government 
because it is 
exempted;
some income 
sources are free 
from taxation

Things you pay for 
that can be deducted 
from your income; 
This will lower your 
income and pay mean 
that you will pay less 
taxes. The value of 
deductions is personal 
because it depends on 
income and taxes paid

If you pay taxes, you 
can use non-
refundable credits get 
a money off of the 
amount of taxes you 
pay for certain things 
(returned to you after 
you file taxes).  The 
value of the credit is 
the same for everyone 
who pays tax

If you pay taxes, you 
can use refundable
credits to get money off 
your taxes. This type of 
credit will only be paid 
to you if you are 
eligible. So this credit 
will not go to everyone 
and is not the same 
value for everyone

Examples:
Race track 
winnings
Sale of your car
Garage sale 
proceeds

Examples:
Child Care (if not 
subsidized)
RESPs & RRSPs

Examples:
Child Fitness Tax 
Credit
Medical expense tax 
credit
Transit pass tax credit
Education tax credit

Examples:
GST/HST Credits
Trillium Benefit
Child Benefit 
Working Income Tax 
Benefit



EXEMPTION IS LIKE HAVE A “FORGET ABOUT IT” CARD



DEDUCTIONS IS LIKE HAVE A SPECIAL PERSONALIZED COUPON TO REDEEM

MONEY YOU PAY IN TAXES

(BUT NOT THE SAME OF EVERYONE THAT’S WHY IT IS PERSONAL)



NON-REFUNDABLE CREDIT IS LIKE HAVING A GENERAL COUPON 
WHERE THE MONEY YOU GET BACK IS THE SAME FOR EVERYONE



REFUNDABLE CREDIT IS LIKE HAVING A ‘GIFT CARD’ REDEEMABLE 
FOR MONEY (AFTER FILING INCOME TAX) IF YOU ARE ELIGIBLE



GROUP QUIZ:
“I just sold my car. I am going to have to report this to the government as part of 

my income this year. They are probably going to make me pay more taxes”
TRUE OR FALSE

“Everyone gets the same amount of money from the government in Child Benefits”
TRUE OR FALSE

“I was not taxed for the $2,000 I made in interest on the savings I have in my Tax-
Free Savings Account (TFSA). This is because TFSAs are ...”

A) A exemption          B) A deduction    C) A non-refundable Credit

“I paid my daughters university tuition this year. Does this meant that the amount I 
am expected to pay in taxes will be reduced”

A) Yes, because it is a non-refundable tax credit  
B) Yes, but the not amount is not the same of everyone
C) No



3 Parts to Canada’s Retirement Income System

Old Age Security (OAS) & the Guaranteed Income Supplement (GIS)

The Canada Pension Plan Private Pensions & Savings

•Most people over the age of 65 automatically get money from the government each month
•People 65 or older with little or modest income or who have no income at all will get extra 
money each month (This is called the Guaranteed Income Supplement or GIS) as part of the 
OAS program.
•If your partner/spouse is getting money from the OAS program and you are both 
considered to have a low income then you can also get a monthly allowance. You must be 
between the ages of 60 and 64

•If you are working, you probably pay into 
the Canadian Pension Plan (because your 
employers deducts money from your pay 
cheque and give it to the government)

•If you paid into CPP, you can get a 
monthly pension as early as age 60

This includes:
•A pension (besides CPP) that is paid 
through your work
•Money you have saved on our own for 
retirement (RRSP, TSFA, High Interest 
Savings Account)



The goal of this retirement plan is to make sure you are 
able to access the maximum amount of money from the 

Guaranteed Income Supplement (GIS) as possible 



Find out whether or not you will qualify 

for Old Age Security (OAS) and/or the 

Guaranteed Income Supplement (GIS)!!

STEP 1:



Are you eligible to apply for Old Age Security?

To qualify for full OAS, you must:

•be 65 years or older
•Be a Canadian citizen, permanent or legal resident  of Canada at the time of 
your OAS pension application
•Have lived in Canada for at least 40 years between the ages of 18 and 65 (so 
40 of the 47 years between your 18th and 65th birthday)

To qualify for partial OAS, you must:

•Be 65 years or older
•Be a Canadian citizen or permanent resident, or legal resident of Canada
•Have lived in Canada for at least 10 years since your 18th birthday

OR
•Have lived in a country that has a social security agreement with Canada AND 
have lived in the Country for at least 1 year



Are you eligible to apply for the Guaranteed Income 

Supplement (GIS)?

To qualify for the Guaranteed Income Supplement, you must:

•be eligible for full or partial OAS pension
•Not leave the country for more than 6 months
•Have a “low income”

If you qualify for Old Age Security, you can apply to get more money 
through the Guaranteed Income Supplement benefit. 

They will give it to you if you have a “low-income” when you are 65.

A single person who qualifies for the full OAS pension combined with the GIS 
can receive $1,283.94 a month (on top of their “low-income”).



But what is considered a “low-income”?

What will your financial picture be 
when you are age 65?

You will be considered “low-income” 
if your income (not counting OAS) is 

under:

Single person $16,512

Couple both getting Old Age Security 
(OAS)

$21,840

Couple, only 1 partner getting OAS, 
other partner is under 60

$39,600

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

$30,576

NOTE: If you only qualify for partial OAS, these income limits will be higher (so 
you can make a bit more money and still be considered low-income)



Onaab
• Currently 50 years old
•Arrived in Canada in 2009 from Sudan
•When her and her husband are 65, their income annual income will be $19,500
•She is a permanent resident

Ahmed:
•Currently 38 years old
•Arrived in Canada in 2001 from Egypt
•At age 65 he will be single with an income of $15,500
•He is a permanent resident

Maria:
•Currently 58 years old
•Arrived in Canada in 2013 from Mexico
•She is currently a permanent resident 
•She was sponsored by her daughter and still lives with her family today
•She will have no income at age 65 because she has never formerly worked in Canada

Who will qualify for OAS and GIS when they are 65 years old?



Decide if taking early Canadian 

Pension Plan retirement (at age 60 

instead of 65) makes sense for your?

STEP 2:



What is early Canadian Pension Plan (CPP) retirement?

•If you paid into the Canada Pension Plan (CPP) while you were working, you 
get a pension

•Most people start to get their CPP at age 65. You can apply when you are 60 
years old instead. This is call early CPP retirement.

•You will get less money than if you start collecting CPP at 65. BUT if you will 
have a low income (outside of the OAS pension) after age 65, it is better to 
take CPP early

•You can collect CPP at 60 years old and still work (even past 65). You do not 
have to stop working

Why should a person with a low or modest income take early CPP? 

•If you have a low or modest income and wait until you are 65 to collect CPP, the 
government will reduce you GIS by 50 cents on the dollar. BUT if you collect CPP 
early, you will be getting less when you are 65, so they can’t reduce your GIS as 
much.

•This way, you get more of the benefits you are entitled to over a longer period of 
time; You will be able to maximize both benefits 



WARNING!!!!

If you are on social assistance, early CPP retirement will not 
make sense for you! Because....

1. The government will just reduce your social assistance 
money

2. You will likely qualify for the GIS when you turn 65 
anyway



Lisa:
Lisa is 59 years old. She would like to take CPP early retirement at age 60. But 
Lisa also wants to keep working past 60 – maybe even past 65. If she waits until 
she’s 65, the money gets from CPP will bring her income up to $18,000 a year. If 
she takes early CPP retirement at 60, by the time she is 65 her annual income 
will be just below $16,000. Lisa came to Canada when she was 19 years old so 
when she is 65, she will qualify for the full OAS pension.

George:
George is 60 years old. When we was 59, he switched from Employment 
Insurance to Ontario Works. Now he must decide whether or not to take early 
CPP retirement or keep collecting OW while he searches for a new job. If he stays 
on OW his income will be $599/month. If he takes early CPP, his income will be 
$724/month. BUT he will lose his Ontario Works drug card. George came to 
Canada when he was 39 so when his is 65 he will qualify for partial OAS pension.

Should they take early CPP retirement? Why or Why not?



Figure out the smartest way to save 

before you turn 65!! 

STEP 3:



What is the Registered Retirement Savings Plan?

•This is a way of saving taxes while you save for retirement.
•You can open an RRSP at a bank, credit union or investment management 
company
•There is a limit to how much you can contribute to an RRSP each year. The limit 
depends on you income
•If you do not contribute the maximum (up to your limit) this means you will 
have contribution room;
•The money you put into the RRSP and the interest you earn is not taxed until 
you withdraw it in the future
•You must begin withdrawals by the age of 71; If you take money out before you 
turn 71, the government takes 20% of what you withdraw right away
•Money you withdraw from your RRSP after your 65 is considered taxable 
income and can reduce the amount of money you are supposed to get from 
the GIS
•This is a good way to save money if you are working and paying a lot of taxes
•If you are living on a low income or collection social assistance, this is NOT the 
savings plan for you



So...is an RRSP a good way for low-income adults to save for 
retirement?

• RRSPs are a way of saving money and getting a tax 
break at the same time

•BUT if you have a low income, you pay very little or no 
tax. So the tax break offered by RRSPs is of no use to you

•PLUS, the RRSP might hurt you later



Why would an RRSP hurt me later?

As a low-income person, you will likely be getting:
•Old Age Security (OAS pension)
•Canada Pension (CPP)
•Guaranteed Income Supplement

•For every dollar of RRSP you receive after age 65, your 
GIS goes down by 50 cents



Is there a better way to save?

•Think about opening a Tax Free Savings Account (TFSA)

•This is a special account you can ask for at the bank

•It was designed to help low-income families save money because it is not 
considered income when you withdraw the money

•You can save up to $5,000 in each year

•It will earn interest and grow and you will not be taxed on it

•The government also DOES NOT tax you when you take out the money
•The government not take back one penny from your GIS

•So you can save almost as much as you would with an RRSP but it will not 
impact how much you will get from the GIS



The Government of 
Canada says.... “Neither income earned in 

a TFSA nor withdrawals 

will affect your eligibility 

for federal income-tested 

benefits & credits, such as 

the Guaranteed Income 

Supplement (GIS) and the 

Canada Child Tax Benefit. 

This is an incentive for 

people with low & modest 

incomes to save.”



Group Quiz:

Roger and Sofia immigrated to Canada from Chile. By the time they retire they 
would have lived in Canada for 9 years. The are currently earning a modest 
income. When they turn 65, they expect to qualify for partial OAS, the GIS, and 
CPP benefits.  But they are earning just enough to start saving. By the time they 
expect to retire, they hope to have over $20,000 in savings (plus interest).

2) What is the best savings plan for Sofia and Roger?

3) True OR False:  If they withdraw $2,000 year from their Tax-
Free Savings Account, it will reduce their GIS benefit by $1,000.

1) Why would they expect to receive partial OAS benefits 
when they have lived in Canada for less than 10 years?



Figure out the smartest way to save 

between ages 65 and 71 

STEP 4:



Meet Thuya
Thuya is very close to retirement. She is 64 years old. She has done the math 
and has just realized that when she is 65, her yearly income will be $18,000. 
This will include her CPP and a modest pension from her employer. She will 
also be eligible for partial OAS pension. Unfortunately, Thuya’s income is a bit 
too high to be eligible for GIS.

What should she do?

•Thuya can lower her income at 65 by saving in a Registered Retirement Plan 
(RRSP)

•She needs to check her Income Tax Notice of Assessment to see how much she 
will be allowed to put into RRSPs. This is called her ‘deduction limit’ or 
‘contribution room’

•Because Thuya is close to the GIS ‘zone’, making an RRSP contribution can get her 
income under the limit so that she can qualify for GIS

•She can keep putting money into an RRSP until age 71.



Thuya’s
According to her Tax Notice of Assessment, Thuya had $60,000 in RRSP 
‘contribution room’. Each year, from age 65 to 71, Thuya took out a $10,000 
RRSP loan at a low interest. The RRSP contributions reduced her taxable 
income to zero. By doing this, Thuya became eligible for GIS.  The government 
requires her to withdraw her RRSPs at the age of 71. Her RRSP earned interest 
over a period of six years.

What will happen when Thuya turns 71? How will she pay 

back her loans?

•When Thuya turns 71, the bank will help her transfer the money into a 
Registered Retirement Income Fund (RRIF).

•The rules require her to take money out of the RRIF each year.

•For each dollar of RRIF she takes out at 71, her GIS will go down by 50 cents

•The government sets rules about how much of her RRIF she must take out 
each year after age 71. Again, this will affect her GIS income



Thuya’s
To pay back her loans, Thuya used the GIS money and part of her 
RRIF after she turned 71. She started paying higher taxes after 
she turned 71 because she was getting money from her RRIF. But 
the taxes were far less than the extra money she got from GIS for 
6 years. Thuya no longer qualified for GIS after she turned 71 
because her income was too high and she could no longer make 
RRSP contributions. However, Thuya collected over $24,000 in 
GIS for 6 years, all because she contributed to an RRSP. Plus, 
during those years, Thuya save on taxes.



Let’s see those 4 Steps again:

1. Find out whether or not you will qualify for full or 

partial OAS and GIS when you turn 65

2. Decide if taking early CPP retirement makes sense for 

you

3. Figure out the smartest way of saving before 65 

(remember: the RRSP is not for everyone)

4. Figure out the smartest way of saving between 65 and 

71 (Maybe this is the best time to finally get an RRSP)
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THANK YOU!!


