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Introduction

Whether you’re saving for retirement or approaching it,

ask yourself whether you’ve fully explored all aspects of 

your retirement income. 

For many it can be a difficult topic. Everyone will have unique needs and
goals for their retirement. Even the definition of retirement has evolved
over the years. Fewer Canadians today are retiring at 65; some retire
earlier while others continue to work beyond that age. 

An important consideration is that the numbers of years spent in
retirement is growing. The average life expectancy of someone who
reaches retirement today (age 65) is 81 for men and 86 for women, 
with 50 per cent of Canadians living even longer! 
(Source: Statistics Canada, 2003)

When developing your retirement plan, consider using age 91 
for men and 94 for women. 
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Your financial security and investment representative has the

expertise to help you plan your retirement, including lifestyle

choices, income needs and estate goals.
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Lifestyle planning – what is retirement?
Baby boomers are those born between 1945 and 1966, with the peak occurring in
1959. They represent a significant segment of the population – it’s estimated baby
boomers represent one-third of the Canadian population. Most are thinking about
retiring and some already have. 

In a recent study, baby boomers thought retirement would mean: 

Source: 2003 AARP survey of baby boomers’ expectations for retirement

How do you envision your retirement?
There are eight common factors that contribute to a successful retirement.

1. Positive view on aging and life transitions: How you’ve handled other life
transitions can hint at what transitioning to retirement might be like.

2. Strong vision and values: What is your primary aim in life – that which gives 
you a sense of purpose and defines "fulfillment."

3. Healthy aging: Poor health can prevent you from enjoying your retirement.

4. Positive view of “work”: Seeing work as a chore rather than rewarding can
create hurdles when it’s time to retire.

5. Nurturing family relationships: Researchers have found people in satisfying
personal relationships have fewer illnesses and higher levels of good 
overall health.

6. Supportive social network: Good relationships offer a number of 
emotional benefits.

7. Meaningful and fulfilling activities: There’s a difference between activities 
that fill time and fulfilling activities. Only you know the difference.

8. Financial comfort: You’ll need sufficient financial resources to fund 
a quality retirement.

Source:  www.retirementlifestyle.com

Understanding how you

imagine retirement and

how you live life today

is the first step to

lifestyle planning.

Retirement means 

many different things 

to different people.

While nearly 70 per cent

of study participants

view retirement as

leisure, travelling and

other interests, nearly 

80 per cent of baby

boomers think they

might be working 

after age 65.
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Getting started

a) Consider your lifestyle
Many Canadians continue to work past age 65 because they may not have
considered an alternative or prefer a semi-retired lifestyle. Some continue
because they haven’t adequately prepared financially. Retirement can cause
stress or even depression for retirees who suddenly find themselves no longer
working, either by choice or as a result of forced retirement. 

If you’re not sure how you would respond to these scenarios, it may be time 
to consider lifestyle planning – an equally important piece of the retirement
planning puzzle. Lifestyle planning means identifying how you want to spend
your retirement years – what specific activities you want to engage in – and
developing a financial security plan to support it.

One way to start your lifestyle planning process is to create a list of activities
you enjoy today. Decide if you want to continue those activities in retirement 
or add new ones.
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Scenario

Imagine what your retirement
would look like if money were 
no object. How would you spend
your time? What would fill 
your day?

If you're a business owner, how
will your lifestyle change when 
you decide to retire or sell 
the business? 

If you've worked at a company 
for a number of years, doing a 
job you love, what impact will 
that have when you're no 
longer working?

Consideration

Retirement planning is not just about
financial health. Do you have a plan in
place that also takes your social and
emotional health into account?

Giving up a business can be 
a considerable loss. Being an owner
provides a sense of pride and
accomplishment. In retirement, 
what will give you a sense of pride 
and accomplishment?

Suddenly losing the daily routine of
work can have significant consequences
to your emotional well-being if there 
is no plan to replace it. What will
motivate you in retirement?

For example, if today

you enjoy taking courses,

gardening and travelling,

there's a good chance

you'll want to enjoy 

those activities during

retirement. Most people

don't dramatically

change their lifestyle 

at retirement. 

Do you have a financial

security plan in place 

to accommodate those

activities once 

you retire?



b) Calculate income needs
Once you’ve started a list, next attach a monthly or yearly expense to each.
Discuss this starting list with your financial security and investment representative.
He or she can help you determine if your financial security plan can support the
lifestyle plan, or whether you need to adjust them accordingly. 

Activity Estimated cost

1. $ 

2. $ 

3. $ 

4. $ 

Another common way to calculate total income needs at retirement is to multiply
your pre-retirement (after-tax) income by 70 per cent. This method can give you
a ballpark estimate, but does not account for lifestyle choices. So it’s important to
remember this method may not capture all your income needs. For example,
golfing 12 times a year may cost $600. But when retired, golfing three times
each week from June to October may cost $3,000, or more.

c) Retirement spending
How you plan to spend your money in retirement is aligned with your lifestyle
goals. However, there are some generalized income needs during different phases
of retirement. For this, let’s assume a retirement age of 60.

Early retirement years
Most retirees require income in the first 10-20 years to support a more active
lifestyle. The majority of your activities will revolve around the specific lifestyle
choices you have made (travel, outdoor activities, social clubs, continuing
education, etc.). There may be other important expenses to consider, such as
caring for a parent. Be sure to include these in your calculations.

Later retirement years
In later years of retirement (80 and older), income needs tend to shift to support
increased healthcare costs, maybe even in-home care, etc. Having a sound
lifestyle plan should account for both increased healthcare and maintaining 
the activities you enjoy. As you age, you may need supportive living
arrangements, which can be very costly, particularly for a private residence. 
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Consider asking your

financial security 

and investment

representative for 

the “income needs

analysis” worksheet. 

This can help you

consider common

expenses and what

income you might 

expect to need

during retirement.



Estate planning
We’ll discuss estate planning in more detail later. But for the purposes of lifestyle
planning, it’s important to consider your estate at this early planning stage. Your
lifestyle ideas will be reflected in your financial security plan to help ensure you
have the financial means to support it when you retire. But it should also reflect
your goals, if any, for leaving something behind to family, friends, a favourite
charity, etc. If your goal is to leave a specific amount to a charity, for example,
then your financial security plan should reflect this goal.

d) Determine potential sources of retirement income
As Canadians, we have a number of income options available at retirement, 
some sponsored by the government, others by employers, with personal savings
an important factor. Below is a summary of the different sources of retirement
income that may be available to you. It’s important to remember that registered
income plans are governed by pension legislation both federally and provincially.
So depending on your province of residency, certain restrictions may apply.

■ Registered retirement savings plans (RRSPs)+

■ Registered retirement income funds (RRIFs)+

■ Life income funds (LIFs)+

■ Locked-in retirement income funds (LRIFs)+

■ Company pensions

■ Old Age Security (OAS)

■ Canada Pension Plan (CPP) or Quebec Pension Plan (QPP)

■ Non-registered accounts

■ Sale of a business

Consolidating these potential sources of retirement income can be extremely
complicated, particularly when considering how they fit into your overall financial
security plan. 

It's important you discuss all the different sources of your retirement income 
with your financial security and investment representative. He or she has
experience helping people align income sources to be tax efficient and can 
help you determine today if you'll have enough for tomorrow.

+These are tax-deferred accounts governed by legislation. Inside these types of accounts one can 
hold a variety of different investments, which may include mutual funds, segregated funds, 
guaranteed investments, etc.
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For a detailed description 

of each, ask your financial

security advisor for the

retirement product guide

entitled “Freedom Funds:

helping you live your

retirement dreams”.



Life insurance
If you have maximized RRSP and pension plan contributions, have invested
significantly in non-registered, fixed-income investments and are concerned that
these plans will not provide enough income to maintain your desired lifestyle
during retirement, permanent cash value life insurance can help diversify your
overall financial security plan. Tax-exempt permanent cash value life insurance can
provide the funding to offset your estate taxes at death and can provide funding
to supplement your retirement income while you’re alive. 

Under current Canadian income tax legislation, cash value growth in a life
insurance policy is exempt from accrual taxation, provided certain conditions are
met. The cash value of the life insurance policy can be accessed later to provide
added income at retirement. Depending on how the cash value is accessed, this
income may incur tax. The net death benefit remaining can be paid on a tax-free
basis to intended beneficiaries. London Life’s brochure "Options for gaining access
to policy cash values" provides more information about the methods for accessing
the accumulated cash value in a permanent life insurance policy.

Maximizing your after-tax retirement income
Now that you’re familiar with the basic types of saving and income vehicles
available, there are two main aspects to maximizing your retirement income: 

a) Maximizing savings 

b) Minimizing the taxes you pay

a) Maximize savings
It’s a simple statement: Maximize your savings. But the more you save now, 
the more you’ll have at retirement. How do you accomplish this?

1. Maximize RRSP contributions

2. Contribute to a company pension plan

3. Invest outside a registered plan

4. Understand the impact of taking CPP early

b) Minimizing taxes – the other side of the income planning coin
It’s great to maximize your savings through a company pension, RRSPs and 
a non-registered account. But if too much goes to taxes at retirement, this too 
can quickly erode your income.
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When you consider your

savings goals, remember

there are a number of

expenses pre-retirees 

have that may not exist 

at retirement. 

■ Most homeowners 

will have paid off their

mortgage by the time

they retire

■ Cost associated 

with working:

■ commuting

■ parking

■ work attire

■ extra meals

■ Supporting children 

in school

If they’re no longer part

of your budget, your

retirement income needs

could decrease.



1. Income splitting
Income splitting can be an important financial security planning strategy. 
Done properly, it can reduce taxes during retirement between spouses.*
Strategies can include:

■ CPP entitlement splitting ■ spousal RRSPs

■ lending between partners ■ while saving, have lower-income spouse 
invest while higher income spouse pays 
the bills

A spousal RRSP is considered a long-term strategy. Attribution rules may apply 
to withdrawals, so speak to your financial security and investment representative
about whether this strategy is appropriate for your personal situation.

*Throughout this brochure, “spouse” or “spousal” shall include common-law partners as defined by the
Income Tax Act (Canada).

2. Tax effective use of non-registered accounts
Many investors today recognize the value of contributing to an RRSP, not only for 
the benefit of receiving a tax credit each year, but also because it offers tax-deferred
growth inside the plan. In Canada, investments are taxed at three different levels:
interest income, dividend income (by qualifying Canadian companies) and capital
gains. Interest income has the least favoured tax treatment, while capital gains enjoy
the most favourable tax treatment.

Inside an RRSP, gains are tax-deferred until you withdraw from the plan. At that
point, it’s deemed all income – there is no differentiation inside an RRSP between
interest income, dividend income or capital gains.

Where possible consider holding interest-producing investments (which receive the
least favoured tax treatment) inside your RRSP and investments that earn capital
gains, dividends or have other preferred income inside your non-registered account. 

3. Make use of pension income credit

4. Understand tax credits such as medical, caregiver and disability credits

5. Avoid old age security (OAS) clawbacks
OAS is a monthly income supplement available to most Canadians when they turn
65. The amount received declines as your income increases. This is called a
’clawback’. In fact, if your income goes beyond a threshold, you’ll be required to
repay the entire amount. The only way to minimize the clawbacks is to minimize
your reportable income.

Using income-splitting strategies, as listed in the previous section, can be a great
way to level out reportable income between spouses, minimizing clawbacks.
Another common strategy is withdrawing only the minimum from your RRIF and
supplementing your income from a non-registered account.
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DID YOU KNOW?

You might qualify for 

a $1,000 pension tax

credit. Speak to your

financial security 

and investment

representative today.



Estate planning – after your retirement
Estate planning while you are alive ensures your personal property is managed
effectively and that your wishes, such as distribution of assets, are carried out
following your death. 

It also provides direction on how to care for you and your assets in case you
become unable to deal with your own health or financial affairs.

Estate planning is not reserved for “rich people.” Settling even a small estate
requires an executor who can ensure proper care of your assets and liabilities.
Estate planning provides direction to your family and can help minimize taxes
paid at death and reduce probate fees. 

To help with your estate planning, Freedom 55 Financial has three key 
brochures: For your family, For your executor and Your personal records organizer. 
Please contact your financial security and investment representative to 
obtain a copy.

Protect yourself with a living power of attorney (living will)
What happens when you are incapable of making decisions for yourself? If you
haven’t made arrangements for someone to legally act on your behalf, a court
will appoint someone. This can be time consuming, expensive and it’s likely
someone will be appointed who does not understand how you would like your
affairs managed.

Last will and testament
Many people believe a will by itself represents estate planning. Drawing up 
a proper last will and testament is a good cornerstone, but not complete 
estate planning.

1. Having a will
When you die, you leave all future decisions regarding your estate to someone
else. A will is your way of providing direction on how you’d like your estate
settled. Among other actions, your will assigns an executor, provides direction 
on the management of your assets, recognizes charities and individuals, 
and nominates guardians for your children.

2. Not having a will
If you die without a valid will, a court will assign someone to administer your
estate and distribute assets according to a formula set out in provincial estate
laws. This can cause long delays in settling your estate. If your thoughts on
beneficiaries, distribution of assets, etc. are important, you’ll need a will.
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You may want to have 

a lawyer draft a living

will that specifically

meets your needs 

and circumstances. 



3. Choosing an executor (“liquidator in” Quebec) –
Choose carefully. Your executor will be your representative for settling all aspects
of your estate – final taxes, funeral arrangements, settling liabilities, dispersing
assets, etc. While this individual will remain the final decision-maker on your
behalf, he or she can hire the assistance of an estate professional, such as a
lawyer or a trust company. This professional adds experience and efficiencies
performing the executor’s administrative responsibilities, which are detailed in 
the “For your executor” brochure noted earlier. They include such things as:

■ arranging the funeral

■ looking after assets and debts

■ making arrangements for living family members

■ making household arrangements

■ preparing an inventory of all assets and debts

■ settling the estate – taxes, probate etc.

Probate fees (not a consideration in Quebec)
When you die, your estate is subject to probate fees. Provincial probate courts
charge probate fees to declare your will valid, confirm your executor and provide
evidence of your death. Probate fees are based on a percentage of the value of 
your assets at the time of death and vary by province.

Lack of liquidity 
In an estate plan, this can sometimes cause problems and can cost the estate
many dollars. To pay final expenses, your executor may need to consider selling
assets quickly – possibly below market value and with costly transaction fees. 

Tax liabilities on death 
These can be significant – especially if you do not have a surviving spouse.
Capital gains on stock portfolios, property other than the principal residence 
(i.e. cottage) and full account balances from RRSP/RRIF1 accounts must be
included in your final tax return as income. Probate fees owing can also be costly,
depending on the province.

Your estate plan needs to consider how these expenses will be paid. Many people
use life insurance coverage as a means to produce liquidity and cover the costs of
final expenses. The death benefit is usually received tax-free and can eliminate
the need for the executor to sell estate assets.

1Assets held within an RRSP and RRIF may be transferred tax-deferred to infirm dependants
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Assets that 
bypass probate

■ Life insurance

proceeds to a 

named beneficiary

■ RRSP and RRIF assets

held with a life

insurance company

with a named

beneficiary (i.e.

segregated funds)

■ RRSP and RRIF assets

not held with a life

insurance company

with a named

beneficiary – depends

on provincial law

■ Any jointly owned

assets – effective in 

all provinces 

except Quebec. 



The information provided is accurate to the best of our knowledge as of the date of publication, but rules and
interpretations may change. This information is general in nature, and is intended for educational purposes
only.  For specific situations you should consult the appropriate legal, accounting or tax expert.

Freedom 55 Financial and design are trademarks of London Life Insurance Company. Quadrus Investment Services Ltd. and design, 
Quadrus Group of Funds and invest@Quadrus are trademarks of Quadrus Investment Services Ltd. used with permission by London Life Insurance Company.
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Is your retirement on track?

Your financial security and investment representative can provide you with direction,

advice and printed information to help you develop your plan.


