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.m« 7= Time for a Universal Pension Plan

The current economic crisis has focused publimtitie on the need for
Canadians to prepare for their own retirement aedetis a growing rec-
ognition of the need for a new broadly based net@et savings vehicle.
But that is where the consensus largely ends. Tdrereompeting visions
of what level of coverage is necessary, whethewist be mandatory, how
big it should be, who should manage it and wheith@an or must ade-
guately address the needs of those most likelgde poverty in old age,

low income Canadians.

The approach in this paper is to set out the pgrgaals of a universal
pension plan — universality, adequacy and robusthasd to identify
some of the options that have been suggested. Wikgrension reform
process is formally engaged, these and no douby mane options will
be submitted by the various stakeholders. The atemesult, however,
must improve on th&atus quo in material ways.

Issue:

An estimated one in three Canadians do not
have any workplace pension plan nor any
other meaningful retirement savings by the
time they retire beyond what they may re-
ceive through public pension benefits.

The current economic crisis has focused
public attention on the need for Canadians to
prepare for their own retirement and on the
absence of a universally accessible vehicle
to do so effectively. In fact, just before the
summer recess [June 2009], a Parliamentary
Motion was adopted in a historic 294-0 vote
to increase public pension benefits and bet-
ter address the retirement security of Cana-
dians. The debates that preceded the Motion
demonstrated the political attention paid to
the issue from all four parties

! Please see Transcript at:
http://www?2.parl.gc.ca/HousePublications/Publicatio
n.aspx?Language=E&Mode=1&Parl=40&Ses=2&Do
cld=3983511#S0OB-2827920

Various proposals for pension reform have
surfaced to address the need for a broadly
based retirement savings vehicle to allow
Canadians to better save for their own re-
tirement.

However, such proposals do not address the
needs of the very low income individuals
who must rely entirely on public pension
benefité and who may not be in a position

to adequately contribute to any other sup-
plemental pension plans without specific
provision such as increased income sup-
ports, contribution subsidies, among other
strategies.

Recommendations:

The federal and provincial governments
must work cooperatively to address the ur-
gent need to provide a retirement savings
vehicle that is universally accessible, afford-
able, adequate and sustainable.

2 Please see Appendix B



CARP recommends a Universal Pension

Plan modeled on the CPP with mandatory
enrolment, utilizing the existing payroll de-
duction mechanism, professional manage-
ment, a governance role for the members, a
mandate that is focused entirely on optimal
performance and independence from gov-
ernment or any single employer and defined
benefits as one way to achieve all of these
goals.

In offering this model, CARP recognizes
that alternatives may be found that may
achieve some or all of these goals to a
broadly acceptable degree.

There should be Bension Summit con-
vened as soon as possible to review all the
various recommendations and consultations
that have already taken place and knowl-
edgeable representatives of the people who
will be most affected, retirees, must have a
seat at the table.

Key facts:

INADEQUATE RETIREMENT SAVINGS

The C. D. Howe Institute estimates that “3.5
million Canadian workers (i.e., one-quarter
of the workforce, mainly middle-income,
working for smaller employers) constitute
the primary group most likely to be on an
inadequate retirement saving tratkhd
would therefore benefit from access to a
supplementary pension plan above and be-
yond public pension benefits. However, the
paper cautions that this is merely an estimate
of the number of Canadians who would
benefit from a supplementary pension

¥ Ambachtsheer, Keith: The Canada Supplementary
Pension Plan (CSPP) Towards an Adequate, Afford-
able Pension for All Canadians. C. D. Howe Institut

May 2008 at p. 7

scheme and excludes the 4.9 million work-
ers who earn less than $30,000 and the high
net worth groups.

The first two so-called pillars of Canada’s
retirement income system consist of the pub-
lic pension benefits: Old Age Security
[*OAS”], Guaranteed Income Supplements
[*GIS”] and Canada/Quebec Pension Plan
[“CPP/QPP”]. Together these provide a
combined maximum of about $19,000 at age
65 but since the average CPP/QPP is about
half the maximum, the typical individual
retiree who relies only on public pension
ben4efits today receives about $16,000 annu-
ally™.

The third pillar — private employer spon-
sored pensions and private savings in the
form of Registered Retirement Savings
Plans [‘RRSPs”] etc. - are unevenly distrib-
uted. Thirty-one percent of family units with
over $100,000 in private pension savings
held over 90 percent of all such assets.
While 85 percent of public sector workers
have an employer sponsored pension plan,
only 26.4 percent in the private sector have
access to such a plan.

Nearly 30 percent of Canadian families have
no retirement savings. Also without retire-
ment savings are 45 percent of unattached
individuals, 27.5 percent of Canadians over
65 years of age and 23 percent of those 45-
plus and 55-plus.

A number of reasons have been advanced to
explain the lack of employer sponsored pen-
sion coverage in Canada such as its volun-
tary nature and the financial and legal com-
plexity and costs involved that make it vir-
tually impossible for smaller employers to
participate. And despite tax incentives, the

* Ambachtsheer, in op. cit. at p. 4
® 2005 Survey of Financial Assets, Statscan
® 2005 Survey of Financial Assets, Statscan
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available RRSP room is not fully utilized
whether because the RRSP tax rules are not
flexible enough to address different savings
priorities throughout a person’s career or
exclude income or distributions from in-
vestments or limited partnerships. Finally,
for those without workplace pension ar-
rangements, there may simply be lack of
recognition of the need to save adequately
for one’s own retirement although public
awareness must certainly have increased
with the constant media coverage during the
current economic downturn.

The current tax and regulatory system also
operates unfairly. As noted by the C. D.
Howe Institute:

“Canada’s private retirement saving
system serves some workers well
and others not so well, depending on
whether they have a career in the
public sector or in the private sec-
tor... The unfairness of Canada’s pri-
vate retirement saving system rests
in rules that limit annual contribu-
tions to retirement savings vehicles;
unnecessarily tie pension saving to
employment and employment in-
come; restrict the kinds of income
that can be used for retirement sav-
ing; and inhibit creation of the kind
of large, pooled pension arrange-
ments in the private sector that work
well for public sector workers'”

NEED FOR UNIVERSAL PENSION PLAN
IDENTIFIED

Three provincial pension review panels
[BC-Alberta, Nova Scotia and Ontario]
identified the need to provide broader access
to larger well-managed pension funds for

! Pierlot, James: A Pension in Every Pot. C.D. Hoveti-
tute Commentary. 275. Toronto.
C.D Howe Institute. November 2008: at intro page

working Canadians who do not have access
to workplace sponsored plans. The C.D.
Howe Institute has recently suggested the
creation of a new savings vehicle: the Can-
ada Supplementary Pension Plan (CSPP).
But this is not a novel idea. A broadly acces-
sible pension plan supplemental to the CPP
has been advocated over the years, including
by the 1980 Ontario Royal Commission on
Pensions, the Canadian Labour Congress
and many others sinéeHowever, the cur-

rent economic crisis that has not only deci-
mated private retirement savings but also
started to encroach on pension plans may
have finally focused public attention on the
need for comprehensive pension reform.

As noted in the Ontario Expert Commission
on Pension Reform Repor 'fine balance
[the “Arthurs Report™:

“...details varied. Some urged an
expansion of the existing CPP struc-
ture so as to either increase the bene-
fit ..., or to increase the maximum
earnings on which the benefits ac-
crue ...or both. Others suggested al-
lowing employers and employees to
voluntarily make extra contributions
to the CPP (to be invested by the
Canada Pension Plan Investment
Board) to buy commensurate extra
benefits (administered at a low mar-
ginal cost within the existing CPP
framework).No matter the details,
those making these submissions
maintained that a public scheme of
some sort would enhance pension
coverage, improve benefit portabil-
ity, and contain costq.Emphasis
added.]”

8 The 1980 Commission and CLC recommended a defined
benefit plan whereas the CSPP is a defined cotiitbu

plan. However, they and the provincial panels gtead on
the need for broad based access to pension saxghgs

cles
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Important features of a Univer-
sal Pension Plan [‘UPP”]

The core goal of any country’s pension sys-
tem is to provide an adequate system avail-
able to the full breadth of the population that
is sufficient to prevent poverty in old age. It
must be affordable by the employers and
employees and other participants and robust
enough to withstand major shocks, including
economic, demographic and political volatil-
ity. Recent events have demonstrated that
Canada’s retirement system is not meeting
this goal in part because of inadequate pen-
sion coverage.

As noted, there is growing recognition of the
need for a new broadly based retirement
savings vehicle but that is where the consen-
sus largely ends. There are competing vi-
sions of what level of coverage is necessary,
whether it must be mandatory, how big it
should be, who should manage it and
whether it can or must adequately address
the needs of those most likely to face pov-
erty in old age, low income Canadians.

The approach in this paper is to set out the
primary goals of a universal pension plan —
universality, adequacy and robustness - and
to identify some of the options that have
been suggested. When the pension reform
process is formally engaged, these and no
doubt many more options will be submitted
by the various stakeholders. The ultimate
result, however, must improve on thatus

guo in material ways.

°oid Age Income Support in the 2Century [World
Bani

Universality — Broad based Cover-
age, Affordability and Sustainabil-

ity

- MANDATORY ENROLMENT WITH OR
WITHOUT OPT-OUT PROVISIONS

The UPP recommended by CARP is a man-
datory enrolment plan as is the CRPHo

make the idea of additional enforced savings
more palatable, some have recommended a
single opt-out window either uncondition-
ally or if the employer or employee already
has a workplace pension plan. However, if
only a relatively small number of people opt
out, then the costs of administering the opt
out process could outweigh the advantages.
If a large number of people opt out, then the
objective of a large broadly based, and
therefore affordable, plan may be lost.

In the decades after the CPP was estab-
lished, and despite tax incentives, a signifi-
cant proportion of employers and individu-
als have not voluntarily established adequate
private retirement savings plans. Recent
events that have focused attention on defi-
ciency funding liabilities that threaten the
economic viability of even major employers
together with the evaporation of self man-
aged savings may fundamentally change that
behavioural trend. In such a climate, the
mere existence of a broadly based, well-
managed and affordable savings vehicle
without the fiduciary liabilities and adminis-
trative costs of private pension funds could

10 The Canada Pension Plan is a joint federal andmprov
cial plan established by an Act of Parliament i63.9The
Canada Pension Plan is a mandatory contributoipetbf
benefit pension plan operated for the benefit @frdw’
million Canadians. All employers and employeesegx
those in the Province of Québec which has its oRPQ
make mandatory contributions to the Canada Pension

Plan
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be enough to attract sufficient participation
from both employers and employees.

The goal is to provide access to the broadest
possible reach of the population. A manda-
tory plan ensures that goal would be reached
but the lack of political will and public ac-
ceptance could be insurmountable. A volun-
tary fund with sufficient incentives and re-
moval of barriers, such as administrative
burden and fiduciary obligations, might be
enough to create one or more funds of an
adequate size to achieve economies of scale
to reduce costs, be affordable and be robust
enough to withstand demographic and mar-
ket challenges

The challenge is for the proponents of the
various voluntary options to demonstrate
how their recommendations would achieve
broad based coverage, affordability and sus-
tainability.

CARP members however overwhelmingly
support a mandatory system. A recent sur-
vey conducted through CARKCtionOnline
offers a snapshot of the opinion of CARP
members who respondétOf the 4,045
members surveyed, over 91 percent believed
that there should be mandatory contributions
from both employers and employees.

The majority of the CARRctionOnline
subscribers are CARP members between the
ages of 65 and 74, mostly retired and their
judgment that a mandatory vehicle is prefer-
able will be informed by their actual retire-
ment experience.

M please see Appendix A

-ACCESSWITHOUT EMPLOYER SPON-
SOR

Self-employed individuat8 would be eligi-
ble to participate in the UPP as they are un-
der the CPP. If the plan is a voluntary plan,
employees whose employers opt out should
be able to participate on their own. In addi-
tion, those with partnership income, busi-
ness income and investment income would
be eligible.

This increases the opportunity for individu-
als to who might otherwise have invested in
RRSPs or workplace defined contribution
plans to choose to contribute to the UPP and
take advantage of the economies of scale
and professional management.

Adequacy — to provide adequate
retirement income

- INCREASED LEVEL OF COVERAGE

The frequently cited goal is that retirement
income from all sources, including OAS and
CPP/QPP, must provide between 60 percent
- 70 percent of pre-retirement income. The
existing public service pension plans typi-
cally provide a target income replacement of
70 percent of final earnings integrated with
CPP/QPP benefits after a 35-year career.

However, this ratio is not necessarily appro-
priate for all income levels or high net worth
individuals. Further, some upper limit must
be set for the UPP not only to allow for such
differences but also to preserve some level
of flexibility for personal choices. For ex-
ample, the current maximum pensionable
earnings limit set in the tax system for de-

12 Canada has 2.6 million self-employed workers (Stati
tics Canada 2008).
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fined benefit registered pension plans in
2009 is $122,222.

At present the CPP is set to provide a maxi-
mum retirement pension at age 65 of 25 per-
cent of the five year average YMPE which
for 2009 is set at $46,300 and results in a
maximum CPP retirement pension in 2009
of $10,905. This is a maximum amount and
most Canadians only get a fraction of that
$10,905 a year.

Together with OAS and GIS, a typical re-
tiree relying solely on the current public
pension benefits would have to live on
$16,000 to $19,000 annualfy These first
two pillars in Canada’s retirement system
are sufficientlyuniversal but insufficient to
provide amadequate retirement income and
arguably insufficient even to prevent pov-
erty in old agéplease see: RTIREMENT SE-
CURITY FORLOW INCOME EARNERS]

The debate that must be engaged is the
amount of the increase in coverage to bridge
all or part of the gap between the 25 percent
that the CPP provides and the top-up to 70
percent that public sector workers currently
receive under their pension plans. The UPP
that CARP recommends need not be the
only retirement savings vehicle but the total
income needed from all sources should be
established. It would then be possible to de-
termine, for example, what portion of the
gap should be bridged through a mandatory
pension scheme and what portion may be
voluntary.

The corollary is how much are people pre-
pared to pay for this coverage. CPP contri-
butions from both employers and employees
total 9.9 percent of the first YMPE [$46,300
in 2009]. Public sector pensions come with
a high cost of contributions (mostly paid by

3 Ambachtsheer, K. in op. cit. p. 4

the employer) that can vary between 18 and
33 percent of total payroll, depending on
how it is measuredffice of the Superintendent
of Financial Institutions 2005 Few private sec-
tor employers offer pensions this costly

The CARPActionOnline poll*® found that
two-thirds of CARP members responding to
the poll said they needed 70 percent or more
of their pre-retirement income to retire com-
fortably while just under a third were pre-
pared to live on 50 percent of their pre-
retirement income. A quarter were prepared
to set aside 18 percent or more of their in-
come [in total employer and employee con-
tributions] to save for their retirement while
half were prepared to contribute only 10
percent in total. This shows a lack of general
awareness of what it would cost to provide
70 percent of pre-retirement income but the
inclinations are clear, namely, what they
considered to be necessary for a secure re-
tirement and that they were prepared to con-
tribute to their own retirement security.

- PREDICTABLE BENEFITS

With even the largest defined benefit plans
facing unmanageable deficiencies, the cur-
rent trend of employers avoiding defined
benefit plans, if they are sponsoring any
pension plans at all, will continue and no
new DB plans will come from the private
sector. At the same time, individuals watch-
ing their RRSPs evaporate in the current
market chaos are unlikely to embrace an-
other savings vehicle in which they must
still bear the entire investment risk. Conse-
guently, there must be some predictability to
the benefits from any new retirement sav-
ings vehicle.

 Pierlot, J. in op. citat p. 6
!5 please see Appendix A
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Again the CPP recommends itself, not only
because its benefits are predictable but also
because of its ability to rely on the present
value of its future [mandatory] contributions
as a buffer against investment risks.

Various options have been proposed, includ-
ing hybrid plans, target benefit plans and life
cycle investing, among others. There will be
a trade off between predictability and shar-
ing of investment risks with other plan con-
tributors that must be debated openly.

- RETIREMENT SECURITY FOR Low
INCOME EARNERS

The increased coverage and benefit levels
available under a UPP would also benefit
low income earners who have modest CPP
benefits [i.e. 25 percent of a low income]
and generally have no access to workplace
pensions. Some 35 percent of Canadians 65-
plus currently receive a Guaranteed Income
Supplement (GIS) benefit ranging from a
few dollars to a maximum of $7,608.24 in
2008. A person with no CPP would receive
a total [OAS + GIS] of $13,635.96, as of
September 2008.

This is lower than the generally accepted
poverty level measured by the after tax Low
Income Cut-Off in an urban centre of any
size'®. After tax LICO for 2008 was $12,019
for a single person living in a rural commu-
nity and $18,373 for a person living in a city
with a population of 500,000 or more. A ma-
jority of low income seniors live in major
urban centres and the argument can be made
that there should be a higher LICO for major
centres such as Montreal, Vancouver and
Toronto.

Under the UPP, lower income earners could
receive a retirement pension of up to 70 per-
cent of their career-average pre-retirement

16 Appendix B

income. While the amount of such a pension
would likely still be inadequate for those
with less than $30,000 average income, it is
likely to be higher than the current LICO

and relieve some pressure on the GIS pro-
gramt’. Other measures would still be nec-
essary to address the burden of additional
contributions by both the employer and em-
ployees in the low wage sectors.

The difficulty of crafting a workable solu-
tion has led most commentators to simply
exclude the low wage sector from their de-
liberations about more pillar three savings.
However, one of the essential goals of a na-
tion having a retirement system at all is to
prevent poverty in old age so unless there
are significant increases to OAS, GIS and
CPP/QPP, some accommodation must be
found within pension reform of the private
retirement savings system for the low in-
come sector. In this respect, all party support
of the Parliamentary Motion to increase pub-
lic pension benefits is encouraging but legis-
lative action is needed.

Robustness — ability to withstand
economic demographic and politi-
cal volatility

- INDEPENDENT PROFESSIONAL AND
COST-EFFECTIVE MANAGEMENT

The stark difference between administrative
costs and investment performance as be-
tween self-administered investment funds
and broadly based professionally managed
funds has been described by many commen-
tators.

Y"The GIS guarantee of $13,683 [$15,672 in 2009]
provides a replacement rate of about 50% for a per-
son with $30,000 pre-retirement income.
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The annual cost of managing a typical large
public sector plan is about 40 basis pdihts

— less than one-fifth of the typical annual
management fee charged to a small investor
holding a balanced mutual fund in an
RRSP®. Investment fees paid by individuals
directly or indirectly can run as high as 2.5
to 3 percent of assets per annum. In contrast,
the comparative investment costs reported
by the large professionally managed pension
funds range between 35 — 60 basis points or
0.35 percent to 0.60 percéeflifThe CCPIB
reports an expense ratio of 0.14 percent.

The investment performance of the broadly
based professionally managed funds is esti-
mated to be from 2 to 4 percent better than
smaller self managed funds. While these
percentage differences do not seem signifi-
cant, over a 30 year investment horizon, this
extra income could double the size of the
pension ultimately received.

Also important is a clear investment man-
date independent of political interference or
the vicissitudes of a particular employer.
The CPP Investment Board was established
by statute and a governance model which
specifies that its investment decisions cannot
be influenced by government direction
(other than for the benefit of the CPP), re-
gional, social or economic development
considerations, or any other non-investment
objectives.

The CPP is more difficult to amend than the
Canadian Constitution. Changes to the Plan
require the approval of the Parliament of
Canada as well as the approval of at least
two-thirds of the provinces with two-thirds

of the population of Canada. Any UPP
should be structured so that political inter-

18 One basis point is equal to 1/100th of 1 percent

9 pierlot, J. in op. citat p. 6

20 Arthurs, H: Ontario Expert Commission on Pension Re
form Report A fine balance" October 2008, at p. 183

ference is rendered virtually impossible,
perhaps along the same lines as the CPP.

As the current economic climate demon-
strates, one of the major advantages of a
broadly based pension scheme is that it is
not dependent on or subject to the financial
circumstances or management priorities of a
single employer or a group of employers in
the same sector of the economy. Further, the
crisis has also revealed the need to shelter
pension funds against demands from spon-
sors such as for contribution holidays or re-
laxation of deficiency funding requirements.

-CRITICAL SIZE

The Arthurs Report discusses the cumulative
effect of the advantages of larger plans with
respect to both the cost of investment and
the effective expense ratio and concludes
that,

“the cumulative effect of all of these
advantages is ... so significant ...
that plan size may be a greater de-
terminant of a member’s pension
than plan design. Or, to make a more
modest claim — holding plan design
constant — large plans will generally
perform better than small one&™

The Arthurs Report adopts $10 billion as the
threshold at which a fund may claim the
necessary economies of scale and leverage
in financial market€. Others point to the
high performing Saskatchewan DC pension
plan for credit unions which has $3 billion in
assets and manages for less that 0.20 percent
in investment costs. The CPP is huge, with
$108 billion covering 17 million Canadian
workers in 2009. It is the second largest
fund in Canada.

2L Arthurs, H: in op. cit. at p. 184
22 Arthurs, H: in op. cit. at p. 184
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Critics of a single, national fund point to the
sheer size of such a fund — possibly twice as
large as the CPP — as too unwieldy and they
raise the understandable fear of having all
our retirement nest eggs in the same basket.
And the preference of the provinces to main-
tain jurisdiction over the pension savings
within their territory is already starting to
show — with British Columbia having al-
ready put in place its provincial defined con-
tribution multi-employer pension plan and
the three western provinces discussing a re-
gional plan.

CARP does not prescribe a particular size of
fund nor whether it must be a single national
fund or several provincial or regional funds.
Rather, the focus of debate should be on
whether the various options would provide
the level of robustness and sustainability that
is critical to providing an adequate level of
retirement security for all Canadians.

Action Required:

The federal and provincial governments
must work cooperatively to address the ur-
gent need to provide the one in three Cana-
dians who retire without any retirement sav-
ings witha retirement savings vehicle that

is universally accessible, affordable, ade-
guate and sustainable

CARP recommends a Universal Pension

Plan modeled on the CPP with mandatory
enrolment, utilizing the existing payroll de-
duction mechanism, professional manage-

ment, a governance role for the members, a
mandate that is focused entirely on optimal
performance and independence from gov-
ernment or any single employer and defined
benefits as one way to achieve all of these
goals.

In offering this model, CARP is not putting
forward an absolute prescription and recog-
nizes that alternatives may be found that
may achieve some or all of these goals to a
broadly acceptable degree. The key is to en-
sure that any deliberations address these
goals.

The current economic crisis has focused
public attention on the need for Canadians to
prepare for their own retirement and on the
absence of a universally accessible vehicle
to do so effectively. The June 2009 Parlia-
mentary Motion reflects some political will

to better provide for the retirement security
of all Canadians.

As a test of that political will, there should

be aPension Summitonvened as soon as
possible to review all the various recom-
mendations and consultations that have al-
ready taken place in earnest and knowledge-
able representatives of the people who will
be most affectedgetirees, must have a seat

at the table.




Appendix A

l
Universal Pension Plan Survey issued April 14, 2009

1. Do you believe there should be a Universal Pension Plan for the 1 in
3 Canadians who do not have a workplace pension plan?

a) yes 3560 Votes 88.0 %
b) no 273 Votes 6.7 %
c) don't know 212 Votes 5.2 %
Total 4045 Votes

2. Should there be mandatory contributions from:

a) employers only 112 Votes 2.8 %
b) employees only 241 Votes 6.0 %
c) both employers and employees 3692 Votes 91.3 %
Total 4045 Votes

3. Should the self-employed be able to participate in a Universal Pen-

sion Plan?

a) yes 3770 Votes 93.2 %
b) no 127 Votes 3.1 %
c) don't know 148 Votes 3.7 %
Total 4045 Votes

fortably after you retire?

4. What %age of your pre-retirement income do you need to live com-

a) 25% 130 Votes 3.2 %
b) 50% 1211 Votes 29.9 %
c) 70% 2150 Votes 53.2 %
d) more than 70% 554 Votes 13.7 %
Total 4045 Votes

5. What %age of your salary (including the employer’s portion) are
you willing to contribute to a pension plan for your retirement?

a) 0% 58 Votes 1.4 %
b) 5% 944 Votes 23.3 %
c) 10% 2015 Votes 49.8 %
d) 18% 706 Votes 17.5 %
e) more than 18% 322 Votes 8.0 %
Total 4045 Votes




Appendix B

Old Age Security Benefit Payment Rates
January - March 2009

Average monthly benefit

Maximum Monthly

Maximum Annual

Type of Benefit Recipient (October 2008) Benefit Income
Old Age Security Pen- All recipi-
14 A y P | g489.83 $516.96
sion ents
Guaranteed Income Single per-
glep $452.04 $652.51 $15,672

Supplement

son

From: Pierlot, JamesA Pension in Every PotC.D. Howe Institute Commentary. 275. Toronto.
C.D Howe Institute. November 2008: at page 3:

Paid from general tax revenue, OAS and GIS delveindexed maximum benefit of
about $14,000 annually at age 65. The second pittagrams, the Canada and Quebec
pension plans, are partially funded by the investattributions of employers and em-
ployees, and currently pay an indexed maximum bieaiefge 65 of about $11,000. This
doesn’t mean Canadians can each count on get$2§,800 indexed pension from gov-
ernment sources. The income-tested GIS benefitickly reduced by other income (in-
cluding C/QPP) and the OAS benefit gradually redugken retirement income exceeds
a threshold of about $65,000. The average bergfitlpy C/QPP is about half the maxi-
mum. As a result, a typical retiree born in Canaih no other sources of income won't
receive more than $1,200 — $1,300 per month fromegonent sources. For recent im-
migrants, this amount will be significantly lowearftwo reasons: residency requirements
to qualify for full OAS benefits; and short C/QPéntribution periods.

Low income cut-offs (1992 base) after tax

2008 Community size

Rural Area | Less than 30,000 to 100,000 to | 500, 000

30,000 99,999 499,999 and over

Size of
Family
Unit
1 person 12,019 13,754 15,344 15,538 18,373
2 persons 14,628 16,741 18,676 18,911 22,361
3 persons | 18,215 20,845 23,255 23,548 27,844
4 persons | 22,724 26,007 29,013 29,378 34,738
5 persons | 25,876 29,614 33,037 33,453 39,556
6 persons | 28,698 32,843 36,640 37,100 43,869
7 persons | 31,519 36,072 40,241 40,747 48,181

Source: Statistics Canada: Low income cut-off2fa®d8 and low income measures for 2007.
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