
Reasons to consider an IPP
● Substantially higher retirement 

savings compared to an RRSP

● Higher annual contributions than 
an RRSP for individuals over age 40

● IPP investments grow on a 
tax-deferred basis

● Assets within an IPP are protected 
from creditors

● Contributions and IPP-related 
expenses are tax-deductible for the 
sponsoring company

● Possible to make contributions for 
past years of employment

● Additional lump-sum contribution 
permitted at retirement

● Able to compensate for investment 
and funding shortfalls through 
additional contributions

Maximizing your retirement 
benefits with an Individual 
Pension Plan
An Individual Pension Plan (IPP) is a defined benefit pension plan 
established by an incorporated company to provide enhanced 
retirement benefits and important tax advantages for business 
owners and key employees.

● Several options at retirement

● At death, remaining value goes to 
surviving spouse or estate

Suitable candidates
● Individuals over the age of 40 who 

earn a T4 income

● Incorporated business owners and 
family members

● Incorporated professionals

● Senior executives

● Small businesses with sufficient 
cash flow to fund the IPP

Annual contributions
If you’re over the age of 40, an IPP 
allows higher annual contributions 
compared to your conventional RRSP, 

regardless of income:

Max. IPP Max. RRSP IPP advantage

2018 $33,500 $26,230 = $7,270 more
2019 $36,000 $27,700 = $8,300 more
2020 $38,700 $29,200 = $9,500 more

vs.
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Morgan Wealth Management
RBC Dominion Securities

Mike Morgan, CFP, CIM
Wealth Advisor & Financial Planner
mike.morgan@rbc.com
416-842-3324

181 Bay Street
Suite 2200
Toronto, ON M5J 2T3
MorganWealthManagement.ca

mailto:mike.morgan@rbc.com


Summary illustration for IPP:
50-year-old client with 23 years of service
Projected accumulations
An IPP can allow you to significantly improve your tax-assisted retirement savings 
compared to an  RRSP – up tp 46% more assuming a 7.5% rate of return. 
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Summary Illustration for an Individual Pension Plan (IPP)

Mr. Flyer Age: 50 Years of service: 22.8

An IPP can allow you to significantly improve your tax-assisted retirement savings over the alternative RRSP.

Projected Accumulations

Up to 46% more funds accumulated than an RRSP with 7.5% returns.

IPP contributions must be set assuming a prescribed rate of return of 7.5%. RRSP accumulations are shown above at 7.5% for comparison purposes.
If investment returns fall short of 7.5%, additional tax-deductible contributions would have to be made to the IPP to achieve these accumulations.

Recognizing Past Service

Contributions to the IPP are made by your company and are fully tax-deductible. It is possible to recognize the years of past service you 
had with the company, as long as you transfer a portion of your RRSP into the IPP.

* This contribution can either be made as
Required RRSP transfer to allow recognition Tax-deductible corporate contribution* soon as you set up your IPP or amortized 
of past service in the IPP: to the IPP relating to past service: over a number of years.
$500,000 $235,900

Annual Contributions

An IPP also allows on-going contributions that are larger than those you would be allowed to make to your RRSP. In your case, this is how they
compare for the next 3 years:

IPP vs RRSP IPP Advantage
2018 $33,500 $26,230 = $7,270 more
2019 $36,000 $27,700 = $8,300 more
2020 $38,700 $29,200 = $9,500 more

Finally, all fees relating to the operation of the IPP are likewise tax-deductible to your company. This includes the investment management
fees as well as all actuarial and pension administrative fees paid directly by the company, and not from the IPP fund.

Should you or your accountant have any questions, we invite you to contact your investment advisor or our IPP Team by e-mail at
 ipp@conduent.com to set up a call with our IPP specialists.

This summary is based on the data provided to us. Do not rely on this to make actual contributions, which must be based on a complete actuarial valuation.

Other company trademarks are also acknowledged. v.2018.1
ON - avail: 27 - cred: 22.77 - unused: 26230

© 2017 Conduent Business Services, LLC. All rights reserved. Conduent™ and Conduent Agile Star™ are trademarks of Conduent Business Services, LLC
in the United States and/or other countries.

$995,000 

$1,670,000 

$2,713,000 

$4,714,000 

$1,447,000 

$2,439,000 

$4,014,000 

$6,863,000 

$0

$1,000,000

$2,000,000

$3,000,000

$4,000,000

$5,000,000

$6,000,000

$7,000,000

$8,000,000

 Age 55  Age 60  Age 65  Age 71

With an RRSP - 7.5% With an IPP - 7.5%

This document has been prepared for use by the RBC Wealth Management member companies, RBC Dominion Securities Inc.* and RBC Phillips, Hager & North Investment Counsel Inc. 
(collectively, the “Companies”). *Member-Canadian Investor Protection Fund. Each of the Companies and the Royal Bank of Canada are separate corporate entities which are affiliated. The 
information provided in this document are not intended as, nor do they constitute, tax or legal advice. The information provided should only be used in conjunction with a discussion with 
a qualified legal, tax or other professional advisor when planning to implement a strategy. ® / TM Trademark(s) Registered trademarks of Royal Bank of Canada. Used under licence. © Royal 
Bank of Canada 2018. All rights reserved. 18_90931_206					 (07/2018)

It is possible to increase the contribution 
room in your IPP by recognizing the 
years of past service you have had with 
the sponsoring company.

Accumulate more IPP savings by 
recognizing years of past service
Client with $500,000 in their current RRSP.
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Summary Illustration for an Individual Pension Plan (IPP)

Mr. Flyer Age: 50 Years of service: 22.8

Contributions / Transfer to Recognize Past Service Accumulate more retirement savings because you
can recognize years of past service, before the IPP 
start date.

To do so requires:

a) The transfer of all or a portion of your personal RRSP
savings

b) A tax-deductible corporate contribution from your company
to be made as one lump sum or to be amortized over a
number of years.

Annual Contributions for Current Service Contribute significantly more tax-deductible and
tax-sheltered retirement savings than under any
other registered savings plan.

You can contribute more tax-sheltered dollars to an IPP than
you can to an RRSP.

The  advantage of the IPP increases as you get older. This
growing gap between the IPP and RRSP maximums is
represented in the  graph as retained earnings in the company
that would later be paid as dividends.

Contributions to the IPP are made by your company and are 
fully tax-deductible for your business.

Your company can also deduct administrative fees related to
the IPP including actuarial, pension administration, registration,
filing and investment management fees (if not paid from the IPP
fund) as well as interest on loans used to fund the IPP.

Projected Accumulations to Age 71 The IPP is the most tax-efficient retirement savings
plan on the market today.

Even in today's low interest environment (well under the 7.5% 
prescribed by the Income Tax Act for IPPs) and with preferential 
treatment for dividends, you could accumulate 13% to 16% more
before taxes, or 8% to 10% more after taxes with an IPP than
with an RRSP combined with a dividend.

If IPP investments do not achieve a return of 7.5%, and other
prescribed assumptions have been met (e.g. salary increase of
5.5%, inflation of 4%, etc.) the company is able to make up for
the investment shortfall.

After-tax calculations were done using tax rates of 50.17% on
non-registered investment income and 45.30% on dividends.

* After-tax amounts assume the plan member has opted to receive pension These calculations also take into account the Refundable 
benefits from their IPP, rather than terminate the plan and transfer funds to Dividend Tax On Hand (RDTOH) of 30.67%.
an eligible retirement savings plan. It also assumes tax rates remain at 2016
levels.
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IPP contributions must be set assuming a prescribed rate of return of 7.5%. RRSP accumulations are shown above at 7.5% 
for comparison purposes. If investment returns fall short of 7.5%, additional tax-deductible contributions would have to be 
made to the IPP to achieve these accumulations.

Funding an IPP with excess cash 
from your business
If returns in the IPP account are 
below the prescribed rate (i.e. 7.5% 
in the above example), there will 
be a deficit which must be funded 
by the corporation. This provides a 
planning opportunity if the objective 
is to move excess cash from the 
business into the IPP account, as a 
conservative investment strategy can 
be used to create intentional deficits 
and allow additional deductible 
employer contributions to the IPP. 

Please note that the actual surplus 
or deficit in the plan needs to be 
determined by the actuary, and 
takes into account economic and 
actuarial factors such as inflation and 
indexation, to calculate the required 
rate of return. The above is just an 
example using the prescribed rate, 
but the actual required may vary from 
one evaluation period to another.

To do so requires:

a) The transfer of all or a portion of
your personal RRSP savings.

b) A tax-deductible contribution from 
the company can be made as a lump 
sum contribution. It can also be 
amortized over a number of years.

Making it easy – IPPs from 
RBC Wealth Management
Establishing an IPP can greatly 
enhance retirement benefits, but it 
can also be complex. That’s where our 
team of professionals can help – by 
making it easy to establish an IPP 
that’s right for you.


