Understanding the Three Pillars of Retirement  
Retirement might feel like a lifetime away, especially if you’ve just started working. The truth is, the earlier you understand how planning for your retirement works, the better prepared you’ll be. In Canada, retirement income typically comes from three main sources: government programs, workplace pensions, and personal savings. These are often called the “three pillars” of retirement, and together they form the foundation of your financial future.   

The three pillars of retirement planning
1. Government programs: 
This is money the government provides to help support you when you retire. Government programs provide a base level of income in retirement that may not be enough to fully cover living expenses. There are three government-sponsored retirement programs: 
· Canada Pension Plan (CPP) or Quebec Pension Plan (QPP): The CPP is a government sponsored pension plan overseen by the federal government and the provinces (other than Quebec, which operates the QPP). If you are employed in Canada, are over age 18 and earn more than $3,500 a year (with some exceptions), you and your employer both contribute to the CPP or, in Quebec, the QPP. Contributions are based on how much you earn, with your employer paying half and you paying the other half. 
When you retire, you’ll receive monthly payments that are generally based on how much you contributed, for how long you contributed after age 18, and at what age you begin to receive benefits. The standard age to start receiving benefits is 65, but you can start as early as 60 or as late as 70 (or 72 for QPP).  
· Old Age Security (OAS): This is a monthly payment most Canadians can start receiving once they turn 65, but it can also be deferred up to age 70 to receive a higher amount. It’s based on how long you’ve lived in Canada after age 18, the amount of your other retirement income and the age at which you start receiving OAS. To receive the maximum OAS payment, you must have lived in Canada for at least 40 years (after age 18). To receive a partial OAS payment, you must have lived in Canada for at least 10 years (after age 18).  
· Guaranteed Income Supplement (GIS): The GIS is non-taxable top-up of OAS for low-income seniors. You don’t need to apply separately. Service Canada usually handles enrollment when you start OAS. The amount you receive will vary based on your income and marital status. 
2. Workplace pension plans and group savings plans [customize this section based on what type of plan your organization offers]:  
These are plans for providing income in retirement your employer might offer, which include: 
· A Defined Benefit (DB), Defined Contribution (DC) or Target Benefit (TB) plan. A DB plan gives you a monthly income in retirement, usually based on your years of service and salary, and is calculated using a formula outlined in the plan text. A DC plan accumulates contributions from you and/or your employer while you participate in the plan, and the amount you get at retirement depends on investment return before and after retirement. A TB plan pays a lifetime income, based on a target benefit formula. The amount you receive may be reduced if the plan’s funding or investment returns fall short. Not every job comes with a pension, so it’s worth asking about this when you start a new job.  
· Group savings plans, such as a group registered retirement savings plan (RRSP), a group tax-free savings account (TFSA) or deferred profit savings plan (DPSP), typically allow you to make automatic contributions directly from your pay cheque. You (and sometimes your employer up to a specific amount) put money into an account. The amount you get in retirement depends on how much you save and how those savings grow. Not all workplaces provide access to group savings plans, so it’s important to ask. If you don’t have one, using personal savings plans and seeking advice from trusted financial professionals can help ensure retirement stays within reach.  
3. Personal Savings Plans: 
This is money you save on your own to help support your retirement. The most common types are: 
· TFSAs, personal savings using after-tax contributions that can grow tax free and help fill any gaps left by the other two pillars and give you more flexibility in retirement. Each year you can contribute up to a maximum annual limit plus additional contributions if you did not contribute the maximum in past years.  
· RRSPs, which let you save for retirement while lowering your taxes today. The amount you can contribute is based on your earnings and whether you have a workplace pension plan. Your contributions grow tax free, just like a TFSA.  
Keep in mind, contributions to your RRSP are not taxed while withdrawals will be. Contributions to your TFSA are after tax and withdrawals will not be taxed. These facts must be considered as part of your retirement planning.  
Sarah and Maneet’s retirement journey and outcome 
Two friends, Sarah and Maneet graduated from business school in the same year and have each built a career in sales. Now both are 60 years old, and they plan to fully retire at age 65 while maintaining their current healthy and active lifestyles.
As they look toward retirement, Sarah and Maneet expect their daily routines to change. With more time spent at home, they anticipate driving less and spending less on lunches and other work-related expenses. These lifestyle adjustments will help reduce their overall monthly living expenses.



Here’s how they approached their retirement planning and the outcome 
	 
	Seeking financial guidance early 
	Understanding the pillars of retirement 
 
	Maximizing retirement accounts 

	Maneet
	Early in his career, he consulted a financial advisor to understand key retirement saving strategies. This proactive step helped him make informed decisions and build a strong foundation for retirement.
	He applied the three pillars from the start of his career, ensuring a diversified approach. 
 
	In addition to contributing regularly to his company defined contribution pension plan, he also invested in an RRSP, allowing his savings to grow tax-free and creating an additional layer of financial security for the future.  
 

	Sarah
	She delayed learning about her defined contribution pension plan and postponed contributions, assuming she had plenty of time to start saving later. 
	She began exploring these pillars later after realizing retirement was approaching faster than she expected. 
	Sarah did not make additional contributions beyond her defined contribution pension plan, missing out on the tax advantages and extra growth an RRSP could have provided. 


Like many Canadians, Sarah underestimated how much she would need to retire comfortably. With limited savings and only five years until retirement, her investments had little time to grow. As a result, she may need to rely more on government programs such as CPP and OAS, which alone are not enough to maintain her current lifestyle. Sarah may have to work beyond age 65 to meet her basic needs and achieve financial stability. 
Maneet is on track to retire comfortably while maintaining his lifestyle. Years of consistent contributions to his DC pension plan and RRSP have allowed his savings to grow substantially. Alongside CPP and OAS benefits, these funds provide multiple income streams and financial security. Maneet can retire at 65 with confidence, knowing his careful planning has created lasting peace of mind and flexibility. 

