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7

Assisting my clients through important life experiences is

what my job is all about. Throughout our relationship, 

I help clients assess and reassess the steps we’ve taken 

together to assure their financial well-being. When events

take a sudden, unexpected turn, I’m there. Losing a 

loved one can be devastating, but through the process of estate planning

and the benefits of life insurance, I’m able to provide my clients and 

their families with peace of mind, independence and security when they

need it most.

Let me tell you a story about one of my clients. Dave and his wife 

had a wonderful marriage. They had a great family life, with two bright 

and loving children. They’d built independent, successful careers and 

were financially comfortable. Active and engaged in their community, 

my client and his wife also shared an enthusiasm for downhill skiing, 

curling, golf and travel. In fact, the whole family loved to travel. In 2000,

their children accompanied them to Ireland and Scotland to celebrate their 

25th wedding anniversary, and in early 2001, the family went on its first

cruise together — to Nassau. 

In March of that year, Dave hurt his left shoulder in a fall. When the 

pain persisted, his doctor recommended an electrocardiogram and a 

blood-enzyme screen test to rule out heart disease as a possible cause. The

tests indicated Dave’s heart was fine. With a little more rest and time, he

thought, his shoulder injury would resolve itself and his life would return 

to its active, exciting pace.

But on Sunday, April 8, 2001, this family’s life abruptly veered off course.
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In the early-morning hours, Dave had a heart attack. Firefighters and

paramedics were called to his home, but despite their efforts to revive him,

Dave died. 

That day, my life changed forever too. You see, Dave was my husband

and the love of my life. That day, I became my own client.

!
Negotiating the practical and emotional challenges of losing my spouse

made me appreciate firsthand how important it is to plan for the future —

and for the unforeseen circumstance. In many ways, Dave and I proved to

be a perfect case study of doing it right. Planning for the future was always

at the top of our list. We maintained current wills and had strong profes-

sional relationships with our lawyer, financial adviser and accountant. 

We were not drawn to “risky ventures”; we made informed joint decisions

and were well acquainted with the details of each other’s enterprises. We

kept an up-to-date list of all our assets and liabilities, both personal and 

corporate. We each knew where we kept the key to the safety deposit box

and the location of our important documents — property deeds, wills, 

insurance policies, bank accounts, and so forth. 

As a result, the resolution of legal matters after Dave’s death was greatly

simplified. Probate was not necessary. Our corporations and investments

had been jointly held, which facilitated a simple, tax-efficient transfer. Our

beneficiary designations to each other on life insurance policies, RRSPs and

non-registered savings allowed for a transfer of monies within days. 

Coincidentally, we had reviewed and increased our life insurance 

coverage just six months before Dave’s death. Life insurance gave me the

freedom to make many decisions and to postpone others. I cannot begin 

to describe how important it was to be able to live through that first year

without having to worry about my family’s financial situation. With tax-

free cash in hand, I was able to maintain my independence and focus 

on what was important. I took time away from my business, working 

flexible hours so that I could help my family heal. That financial security
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went a long way to reducing the stress of a profoundly traumatic period.

Needless to say, it was a very difficult time for the entire family. Dave’s 

life insurance meant that we could continue to live in our family home 

and that I could maintain our family’s lifestyle and provide for our children’s

education. I was able to retain ownership of two corporations and spend

quality time with those who needed me most. We were also able to consult

a professional counsellor to help us work through our grief as individuals.

Good professional advice is worth its weight in gold, and ours enabled us 

to take the next steps. Our lives have continued almost as they were in the

past, except now we are three, not four. 

Having had the time to grieve, heal and face the future without unneces-

sary stress and financial worries, I can tell you that I am a stronger person

today than I was five years ago. I’ve been able to expand my business and

stay involved with charities in our community. I’ve been able to hire a 

professional coach, whose guidance has allowed me to take my business 

to a new level. My children are confident, accomplished young adults who

are excited about life again and comfortable about and focused on their 

future. Caring friends, good advisers and trust in who we are and where 

we are going are integral parts of our daily lives.

In the following chapters, I’ll be sharing the common-sense ideas I offer

my clients every day. I hope to give you a glimpse of the exciting future you

can have when you take the time to plan it. 

Introduction  9
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My role as a financial adviser is that of coach, discoverer,

facilitator and problem solver. I listen to my clients 

describe their dreams, goals and realities and help 

them identify the components of their business or 

estate. I probe with questions that are both factual and

emotional. I conduct fact-finding sessions, collecting and reviewing the 

information my clients provide.

Armed with that information, I can formulate a plan of action and come

up with solutions that are specific to each client’s needs. These are accom-

plished by breaking the process into logical stages. Planning then becomes

not a seemingly impossible task but, rather, a number of manageable steps.

And as the client begins to see the possibilities and achievable goals, the 

entire exercise is very rewarding. It’s all part of helping to clarify the issues

and encouraging the client, in an atmosphere of trust and integrity, to take

action from a position of strength.

Too often, estate and financial planning is something that people put off

until another day. In fact, studies indicate that most families spend more time

planning their vacations than reviewing their financial goals. Do you fall into

this group? Ask yourself a few simple questions. Have you discussed your

wishes, in the event of your death, with your spouse, your parents or your

children? Have you drawn up a will and assigned a trustee and a power of

attorney? Have you done the necessary tax planning for your family?

What may, at the outset, seem to be an overwhelming task can be accom-

plished when you place yourself in the hands of a qualified financial adviser.

My business coach, Bob Davies, likes to tell the story of the small donkey

Chapter 1

FOCUSING ON SUCCESS

   



that falls into a well. When the farmer determines that he cannot get the

donkey out, he decides to sacrifice the animal and make sure this wouldn’t

happen again. He begins shovelling dirt into the well to fill it. But with each

shovelful, the donkey shakes the dirt off its back, tamps it under its hoofs

and takes a step up. It continues doing this until the well is filled, at which

time the donkey effortlessly steps out of the well.

!
Proper estate or financial planning likewise becomes a stepping-stone to a

secure future for you and your family, enabling you to protect your legacy,

maximize income tax efficiencies, establish a succession plan for your busi-

ness and personal affairs and create charitable gifts that can benefit others.

By learning to identify the steps that need to be taken, you can realize your

goals and dreams.

In our firm, we form strong relationships with other professionals and

work as a team with the client and his advisers to identify the financial, life

and estate planning objectives of the client and create solutions to meet

those goals. The outcomes are more cohesive and concise, and the client

quickly comes to appreciate the advantage of teamwork.

The following fable underscores the benefits of a team approach:

Once upon a time in India, a judicious Raja wanted to find the wisest 

guru in all the land, so he issued a challenge. All the gurus travelled to 

the palace to participate, for to be recognized by the Raja as the wisest 

guru in the kingdom would be a supreme honour and bring much success

and great wealth.

After several days and many tests of wisdom, six finalists remained, all 

of whom were blind. For the last test, the Raja explained, the gurus would

be introduced to a strange, new creature. They would then be assembled

and asked to describe the true essence of the beast. One at a time, the gurus

were allowed to explore one part of the creature.

When they were brought before the Raja, the first guru described the
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creature as being like a wall. The second said it was like a spear. The third

guru boldly declared the first two incorrect, as he was certain the creature

was a large, powerful snake. The fourth adamantly argued that they were

wrong, because the creature was like a fan. “Anyone can tell,” stated the fifth

guru arrogantly, “that this isn’t a creature at all. It is actually a tree with a

unique type of bark.” Finally, the sixth guru called the rest of them fools.

After all, he said, anyone could tell that the creature was like a strong and

lively rope.

A very bitter argument ensued, for they were all quite confident in their

conclusions. The Raja listened patiently, then stepped forward and called 

for silence.

“All of you are correct, yet all of you are profoundly mistaken,” the 

Raja proclaimed. “Each of you described only the portion of the creature

you personally experienced. Had you put your egos aside, opened your

minds and worked together, you would have come to understand the true

essence of the creature and learned that an elephant is greater than the 

sum of its parts.”

!
Unfortunately, many people are surrounded by “blind gurus,” each focused

within a narrow realm of expertise. As a result, they receive financial 

advice in a piecemeal fashion and soon lose sight of their overall goals.

Discovering the power of using a team of experts in financial, estate and 

life planning can allow all of us to become better individuals in our careers

and personal lives.

It’s time to seize the moment, and put yourself in control of your finances.

Focusing on Success  13
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Financial planning and investment decisions require time,

thought, common sense and guidance. To make sure that your

plans continue to meet your needs, an annual review of your

financial decisions is another important part of the formula.

Although this advice may seem simplistic, charting a bright 

future requires prudent financial planning — the sooner, the better! 

Many years ago, the following description appeared in The Financial Post’s

Quarterly Report: “In financial planning, unlike baseball, there are no ninth-

inning rallies or last-minute calls to the bullpen to save the game. You’ve got 

to score runs in your early and middle innings, then scramble to protect your

lead in the final frames — the years just before and during retirement.”

It’s an analogy that still holds true. In our practice, we’ve developed the 

following set of guidelines to help our clients understand that they cannot

count on a ninth-inning rally or a hotshot closing pitcher to live comfortably 

in their retirement years.

1. DEFINE YOUR GOALS

Most people invest their money to realize a future objective or to finance a

desired lifestyle. Make a list of the things you want to accomplish. Distin-

guish between your immediate and short-term goals (what you’d like to

Chapter 2
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achieve within the next three years) and your long-term goals (things you’d

like to achieve within 10 years or more). Goal setting is an excellent way 

to identify and prioritize your objectives and to start thinking about how

you’re going to make them happen. 

2. PAY YOURSELF FIRST

Getting ahead means planning ahead. Over the course of your lifetime,

you’ll earn a significant amount of money, but how much of it will you

manage to hold on to for future use? Setting aside money for monthly ex-

penditures is simple budgeting, and many people allocate their monthly 

expenditures in the following order:

a) basic living expenses (rent or mortgage payments, food, automobile);

b) luxury expenses (entertainment, sports, travel);

c) savings for the future.

Too often, though, people spend their entire take-home incomes on 

basic living expenses and luxury items and have nothing left as savings. To

change that outcome, simply change the order of your allocations. After 

creating a budget, pay yourself by putting aside a set amount each month

for your future. Then use what’s left for luxury items.

3. LAY YOUR FINANCIAL FOUNDATION 

BEFORE BUILDING YOUR FINANCIAL HOUSE

Adequate risk management is the process of protecting you and your family

from the financial hardships associated with loss of health or life. A disabling

accident, property loss, death or unforeseen expenses of any kind can signifi-

cantly undermine your financial plan. Every financial plan should include life

insurance protection and ready access to cash in the event of disability or death. 

Life insurance provides tax-free cash when individuals and families need

it most. The infusion of cash after a death enables a family to continue to live

in the same home by providing for the lost income of the deceased partner,
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Your financial house should be designed so that the protection
elements are its foundation. Life insurance forms the walls of the
house, and other elements, such as mutual funds and segregated
funds, become the ceiling and roof.

What happens if you become disabled and do not have disability
insurance? Pull out the part of the house’s foundation represent-
ing disability, and the entire structure crumbles!

funds children’s educational needs and helps the family maintain its 

independence, dignity and honour. I often ask my clients the following

question: If you had a machine in the basement that printed $50,000 cash

every year, would you insure it? If so, for which circumstances? Would 

you want to be protected if the machine were to break down or be stolen?

The comparison might seem blunt, but the point is made. 

When planning for retirement, it’s important to note that life expectancies



have increased significantly in the past several decades. As a result, you

should plan to have enough money to last into your 90s. Women face an-

other challenge in their long-term financial planning. While mortality 

tables indicate that average life expectancies are 82 years for women and 

78 years for men, the ratio of women outliving their male partners is 7 to 1.

Bear in mind that statistics are drawn from the overall population and

may not show differences in the individual health, lifestyles and socio-

economic factors that can influence how long you live. Family medical 

history as it relates to longevity does not appear in Statistics Canada data.

4. PLAN THE DISPOSITION AND HANDLING OF YOUR AFFAIRS

Without proper planning and up-to-date professionally prepared wills, you

forfeit the ability to direct how your financial affairs will be handled upon

your death. And if you do not designate guardians in your will, you also 

give up the right to determine who will care for your minor children.

Proper estate planning with the help of your lawyer, accountant and 

investment adviser can minimize probate fees and income taxes at death. 

For example, a charitable-gifts designation in your will is tax-deductible 

and allows you to leave money to your community rather than the Canada

Revenue Agency (CRA). But such decisions must be made before you 

become disabled, incapacitated or deceased.

Similarly, assigning power of attorney is an essential tool in your financial

planning. Every person should have two powers of attorney — one for per-

sonal care and one for assets. This involves legally authorizing another individ-

ual or individuals to act on your behalf in medical, legal or financial matters if

you are unable to act for yourself. If you become physically or mentally inca-

pacitated, for instance, your power of attorney will direct the handling of your

day-to-day affairs while you are alive. This arrangement ceases upon your death. 

5. SELECT INVESTMENTS THAT MATCH YOUR OBJECTIVES

You have short-, medium- and long-term goals. The longer the time frame,

the less you need to worry about volatility, and vice versa. Make your decisions
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accordingly. If stocks are soaring, don’t gamble cash you plan to use for a

down payment on a house or car purchase in a year or two.

There is a simple rule in investing: The greater the rate of return (%), the

greater the degree of risk of the investment. Don’t be speculative; educate

yourself. 

6. INVEST REGULARLY, AND STAY THE COURSE

Stick to your goal-focused plan, notwithstanding short-term market noise.

Successful investing is a marathon in which endurance counts more than

any single step. The key to building a large Registered Retirement Savings

Plan (RRSP) is time. Start contributions early, and make them regularly.

7. UNDERSTANDING HISTORY

If you’re a member of the baby-boom generation, your investment portfolio

has to last at least 30 years. Let’s assume you are about to make a long-

term investment. If you had information at the outset about some of the

major events that would occur over those 30 years, you would probably 

reconsider where or how you might invest.

Imagine that the following three events were going to happen over your

investment period:

! The United States will lose a war.

! Interest rates will soar to over 20%.

! There will be a market crash as great as any other, with the exception 

of the Great Depression.

Knowing these things, how would you invest your money? Would you

choose stocks, bonds, Guaranteed Investment Certificates (GICs) or treasury

bills (T-bills)? 

In fact, all three of these events have happened during the past 30 years.

The United States was forced out of Vietnam in 1973; interest rates hit 22.5%

in 1982; and between March 2000 and October 2002, stock markets fell 49%.

Ten Steps to Financial Success  19



Over that 30-year period, the Toronto Stock Exchange returned an aver-

age of 12.6%, Canadian bonds produced 11%, five-year GICs returned

9.5% and T-bills yielded 8.5%. A good argument for being invested through

thick and thin!

The buy-and-hold strategy allows you to take advantage of the power 

of time, enabling your invested money to make money over an extended 

period. Don’t try to second-guess the markets. Stick with the fundamentals

of investing, and hang in there for the long term.

8. DIVERSIFY, DIVERSIFY, DIVERSIFY

Don’t put all your eggs in one basket. This adage is such a simple truth, yet

it is a much-neglected concept in financial planning. 

To minimize risk and maximize potential growth, your investments

should be spread over the asset classes (stocks, bonds, GICs, cash) in line

with your level of risk tolerance. Certain asset classes tend to rise when 

others fall. Some assets grow slowly and steadily, while others fluctuate,

with the potential to grow quickly.

When investing outside your RRSP, consider the after-tax returns. The 

income your investments earn has tax implications. Professional accounting

advice can help minimize the tax bite on your investment income. For 

example, a non-registered annuity or guaranteed-interest income from a

GIC issued by a life insurance company qualifies you for a $1,000 pension-

income deduction (see Chapter 5 for more details).

9. INVEST REGULARLY

Once you have established your goals, determine how much of your income

you must save to achieve them and, with the help of a financial adviser, 

select the appropriate investments. Treat your savings program as if it were 

a bill that is payable every month, just like your electricity bill.

Markets are fickle. Nobody can reliably predict their swings. But research

has shown that people buy more eagerly at market peaks, when investments

are overvalued, than at market bottoms, when good deals are plentiful. 
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By making monthly purchases instead, you will be able to save regularly

and minimize your investment risk. This concept is often referred to as 

dollar cost averaging.

10. SEEK GOOD ADVICE, AND DO NOT PROCRASTINATE

Parents and friends may offer advice, but when it comes to obtaining 

reliable counsel, discuss your financial and investment planning with 

professional experts. A good team consisting of an accountant, a lawyer 

and an investment or financial adviser can provide valuable advice that 

is relevant to your circumstances. They’ll work together with a common

goal: to benefit you, their client. 

Be sure you put all the pieces of your financial-planning puzzle together.

Your life will always be busy, the perfectly convenient moment will never

come, and time passes far too quickly. Make your financial planning a 

priority, and seek professional advice. Don’t procrastinate — do it now.

Ten Steps to Financial Success  21

THE COST OF WAITING 
TO START AN RRSP 

Assume your deposits will earn 8% for each $1,000 invested annually

STARTING AGE EARNINGS AT AGE 60
20 $279,000
25 $186,000
30 $122,000
35 $78,000
40 $49,000
45 $29,000
50 $15,000



Close your eyes for a moment, and imagine what life would 

be like for your family and/or your business if you were to

die without having put a comprehensive estate plan in place.

Postponing this task indefinitely is a mistake many people

make, and as a result, they unintentionally put those who

will be left behind at risk.

Many of us find it difficult to focus on estate planning, an exercise that

requires you to envision a future in which you are no longer present. In 

our practice, however, we try to motivate our clients to do just that. We 

remind them that this is a key opportunity to ensure that their families and/

or business partners will be provided for after their deaths. It is their chance

to take control of the disposition of their assets, to protect the companies

they’ve built, to fund the charities they’ve supported, to minimize taxes and

estate fees and to keep the government out of their personal affairs.

Simply put, estate planning creates a road map for the distribution of

your assets throughout your lifetime and at death.

Poor estate planning can create emotional stress and financial hardship

for your family and/or business partners. The costs associated with imple-

menting an estate plan are far less than the costs of inaction or dying with-

out a will. If you die intestate, for instance, your estate may face delays in
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settlement, potential legal challenges and unnecessary taxation. Government

involvement in naming guardianships for your minor children and govern-

ment control of the investment of assets designated to minors can be min-

imized or eliminated with a properly written will drawn up by a lawyer. 

In her book You Can’t Take It With You: The Common-Sense Guide to Estate

Planning for Canadians (John Wiley & Sons), Sandra Foster facetiously sug-

gests that the top five reasons for not preparing an estate plan are:

1. You like to pay taxes.

2. Your family always gets along.

3. The government will look after it for you.

4. You’re not old enough.

5. You will live forever.

Whatever your reasons are, it is never too early to put an estate plan in

motion. Before you start to build a sound estate plan, however, you’re well

advised to consider these questions:

! What are your present and future income needs? What are the sources 

of your income?

! How can you protect your assets and income in the event of your 

inability to manage your own financial affairs? Have you appointed 

a power of attorney?

! Have you provided direction to your family regarding your medical care 

in the event of a debilitating or long-term illness or a disabling injury? 

Have you appointed a power of attorney for personal care? Does your 

family know your wishes regarding possible organ donation upon your 

death? Have you done any funeral preplanning? 

! Have you drawn up a will and named an executor to administer your estate?

! Have you decided who will receive which estate assets and ensured that 

there will be sufficient cash to pay estate liabilities and taxes owing at 

your death?
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! Have you chosen a guardian for your minor children (children under 

the age of 18)? 

! Have you identified a trustee to invest the assets for your minor 

beneficiaries or on behalf of your estate?

! Does your will take into account family law provisions that could 

protect the interests of your children?

! Have you made special long-term provisions for any disabled beneficiaries? 

! Have you considered arrangements to minimize probate fees, income 

taxes and other estate-related fees?

! Have you considered a tax-efficient plan for charitable gifts from your 

estate?

! Have you developed a succession plan for your business? 

The following annotated list contains 10 items that you should take into

account when developing your estate plan. Depending on your situation,

some points may prove more relevant than others. 

1. ASSET AND LIABILITY INVENTORY

Your estate consists of everything in which you have ownership, in whole 

or in part, including, among many other items, houses and cottages, cars

and boats, personal assets, stocks, bonds, Registered Retirement Savings

Plans (RRSPs), Registered Education Savings Plans (RESPs), pensions, 

businesses, art, jewellery and wine collections. 

Make an inventory of all your assets, indicating the percentage of your

ownership, where appropriate. Provide the location of your passport and all

deeds, and list all bank accounts, investments, RRSPs, pension-plan details

and certificate numbers, as well as life insurance, disability insurance and

critical illness insurance policies and any employee benefit plans that are in

force. Make photocopies of your credit cards and health card, and note your

social insurance number. Include information on any funeral prearrangements.

Clearly describe all liabilities in terms of loans and/or mortgages (list the

name of the financial institution, amount of loan principal, interest rate and
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renewal date of any loan and/or mortgage). Record any personal or family

loans, business loans, lines of credit or outstanding income taxes.

2. ESTATE DISTRIBUTION

Decide who the beneficiaries of your estate will be. Special trust arrange-

ments for minor children and disabled beneficiaries must be indicated in

your will. Unless otherwise stated, the legal age to inherit assets in Ontario

is 18 years. As a parent or grandparent, you may want to specify in your

will alternate ages, depending on the size and nature of the estate. Under-

standing that you can’t “rule from the grave,” try to keep your instructions

clear and concise.

3. JOINT OWNERSHIP OF ASSETS

In Ontario, probate fees are a provincial tax that is calculated on the value

of the assets passing under your will upon your death. As of 2006, the rates

of probate in this province are 0.50% on the first $50,000 of an estate’s 

fair market value and 1.50% on the fair market value over $50,000. Joint

ownership of assets is often considered a means of reducing these fees. This

strategy is discussed in more detail in the following chapter, but here are a

few points to keep in mind. 

Briefly, when property is registered as having joint tenants with rights of

survivorship, the deceased’s interest in the assets is passed outside the will

to the surviving owner. In this way, the asset stays out of the estate and is

therefore not included in the calculation of probate fees.

Joint ownership between spouses may make sense. However, when chil-

dren, second marriages or other persons are involved, there are sometimes

pitfalls and risks that far outweigh the probate fees payable at death. These

risks include:

a) loss of control of the asset; 

b) exposure of your asset in the event that the other owner files for bank-

ruptcy or is involved in a lawsuit or a divorce;
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c) income tax implications on disposition of the asset to the joint owner 

that could trigger a capital gain taxable in the year the joint ownership is

registered.

If reducing probate fees is your goal, life insurance companies offer 

numerous estate planning opportunities with no risk or exposure that are 

a good alternative to joint ownership. Probate fees can often be minimized

at death by investing in life insurance company Guaranteed Investment

Certificates, or GICs (term deposits), or segregated funds (similar to mutual

funds) and naming a direct beneficiary. Such an investment incurs no pro-

bate fees, is quickly transferable to your beneficiaries, is creditor-proof and

remains in your control during your lifetime. 

When naming a direct beneficiary for these investments, consider the

other terms or bequests in your will. I have encountered situations in which

clients are unaware that there are insufficient assets in the estate to honour

specific bequests or to pay the necessary income taxes at death.

4. MULTIPLE WILLS

Generally speaking, assets listed in a will are subject to probate if they do

not have a named beneficiary, are not jointly owned or are not part of a

spousal trust. Recently, multiple wills have been used in Ontario as a strat-

egy to reduce probate fees for assets owned in this province. In this 

scenario, two wills are prepared: one to deal with the assets that will not 

require probate and a second one for the assets that will require probate.

Probate fees are calculated only on assets flowing through the second will. 

In an article published in Forum magazine in June 2000, Glen Davis,

LL.B., MTI, TEP, writes: “For the moment, there would seem to be no

downside to using the dual-will strategy in Ontario. The only cost of imple-

menting the plan is really the cost of a second will. Should a future test 

case or change in the law result in full Ontario probate tax being payable,

the taxpayer is really no worse off than he or she would have been with a

single will originally.” 

Common-Sense Estate Planning  27



A lawyer who specializes in estates can determine whether this approach

is appropriate for you. 

5. HOW LIFE INSURANCE CAN BE USED IN ESTATE PLANNING

Life insurance is a common estate planning tool with many benefits. It can:

! create an instant estate;

! eliminate debt, such as mortgages or loans;

! provide tax-free cash to cover estate expenses, such as income tax, 

probate fees, legal fees, executor’s fees and funeral expenses;

! provide cash to enable your business partner(s) to buy out your share 

of the business;

! allow you to equalize the value of the estate among your beneficiaries;

! replace the value of the estate you might spend during your lifetime; 

! enable you to make a significant gift to charity;

! facilitate succession planning for Canadian-Controlled Private 

Corporations and partnerships;

! be used as a tax-deferred investment through the structure of a life 

insurance contract.

The type and amount of life insurance coverage required are unique to

each person’s situation. No one policy fits every need. Good advice from an

insurance expert and your professional advisers — a lawyer, an accountant

and a financial adviser — will ensure that you receive the best product and

service available. Price is not the only factor to consider when purchasing

life insurance. It is important to take into account the purpose of the insur-

ance now and in the future, the financial solvency of the institution issuing

the policy, the premium paying period and the contractual guarantees.

6. TRUSTS

Trusts are often used to distance or relieve the beneficiary from the control

of the trust property. Trusts are also frequently used for asset management
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for middle-aged and older clients. Generally speaking, a trust is a relation-

ship between two parties: one who holds the property (the trustee) and one

for whose benefit the property is being held. In a fiduciary relationship, the

trustee owes a duty of “utmost good faith” to the beneficiary.

The person who puts the property into the trust is referred to as the 

settlor. The settlor transfers the property to the trustee with the clear inten-

tion of creating a trust relationship. The trustee holds a legal title to the set-

tled property, which might include assets such as real estate, investments,

shares, etc. The beneficiary is the beneficial owner of the settled property.

Trust documents must be legally prepared, and clients are required to seek

professional advice to ensure that a trust is established correctly.

A trust created during one’s lifetime is known as a living, or inter vivos,

trust. Inter vivos trusts serve a variety of purposes, including income 

splitting with other family members, reducing probate fees and avoiding 

estate freezes. 

An insurance trust is created from the proceeds of life insurance, which

are paid to the trustee as per the beneficiary designation under the will. The

terms of the testamentary trust are spelled out in the will. 

A spousal trust is a good way of providing the use and enjoyment of 

assets for the support of a second or later partner without putting any 

children from a prior relationship at risk of being disinherited. 

7. A WORD ABOUT RRSPS AND RRIFS

One area that gives rise to a multitude of problems is the designation of

beneficiaries on Registered Retirement Savings Plans (RRSPs) and Registered

Retirement Income Funds (RRIFs.) It makes sense to designate a spouse as

the beneficiary, because the payment of income tax can be deferred under

the special spousal income tax rules.

In the event that your spouse predeceases you, many financial advisers

would encourage you to name some or all of your children as the beneficia-

ries. However, as the Income Tax Act does not allow a tax-free transfer of

RRSP/RRIF assets from parent to child, the estate is then obligated to pay
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the income tax on these funds, and you must ensure that there are sufficient

cash assets in the estate to cover this and other related estate costs.

A client of mine recently met with his lawyer to have his will changed.

His investment adviser had suggested that he could reduce the probate fees

by designating his son as the beneficiary of his $200,000 RRIF and naming

his daughter in his will as the beneficiary of the remaining estate assets: 

a $200,000 GIC and a small bank account.

The result? The daughter would end up with far less than the son.

Puzzled? Read on. The estate, now consisting of the GIC and small bank 

account, would be responsible for paying $92,000 (approximately 46% of

the value of the RRIF) in income tax. This action would leave both children 

unequal amounts. The son would receive $200,000 from the RRIF, and the

daughter would receive $108,000 from the GIC and small bank account.

While the estate would save $3,000 in probate fees, it was not what my

client wanted or intended.

Naming both children as the designated beneficiaries on all assets would

work, provided the client dies before both children. If one of the children

dies first, however, my client’s intention to provide equally for the surviving

child and any heirs of the deceased child would fail unless the beneficiary

designation also provides for those heirs.

8. ESTATE PLANNING FOR DISABLED BENEFICIARIES: 

RRSP AND RRIF ROLLOVERS

In the past few years, both federal and provincial governments have intro-

duced draft legislation that, once passed, will allow a trust to be named as

the annuitant under the annuity, provided a disabled dependant is the sole

person beneficially interested in annuity payments made to the trust. In

other words, it will be possible to plan properly for the care of a disabled

beneficiary while, at the same time, preserving the tax efficiency through the

use of the RRSP or RRIF rollover. 

When making financial provisions for a disabled person, care should 

be taken to ensure continuation of his entitlement to income support and
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extended health-care benefits under the Ontario Disability Support Program

(ODSP). A recipient of ODSP income cannot own assets worth more than

$5,000, nor can he receive gifts or voluntary payments of more than $4,000

over a 12-month period.

As long as assets are placed in a discretionary trust, commonly referred 

to as a Henson Trust, the disabled person should continue to receive ODSP

benefits. In a typical Henson Trust, the trustee disperses funds to the dis-

abled person for a specific period of time, usually the disabled person’s life-

time. At the end of that period, the assets held in the trust are distributed to

one or more persons or organizations, according to the terms of the will.

The key feature of a Henson Trust is that the trustee retains absolute discre-

tion to decide when and how much will be paid to the disabled person.  

Speak to your estate planning lawyer about this type of trust, as it is a

commonly used tool and very effective when done correctly.

9. CHARITABLE GIFTS

Gift planning is an estate planning strategy that allows you to make a gift

now or upon your death and receive an immediate income tax credit. Chari-

table gifts minimize or eliminate capital gains taxes and the income tax 

payable at death on RRSP proceeds if a spousal rollover is not appropriate.

Your financial adviser can outline the tax-efficient strategies available.

10. CLEAR COMMUNICATION WITH FAMILY MEMBERS

For the benefit of your survivors, it is critical that your wishes are made 

absolutely clear in your will. To do the job responsibly, an estate executor

must feel confident that the decisions he makes are consistent with your 

intentions. Honouring those who die is a tough job, especially if it involves

guesswork and unknown issues.

An increasingly popular way of eliminating any confusion is to make a

videotaped statement in which you personally clarify and affirm your intent

and wishes. The taping can be concurrent with the signing of a new will

and, at your death, will be shown to your beneficiaries.
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FAMILY LAW AND 
ESTATE PLANNING
Estate planning involves all aspects of your financial and personal situa-

tion, and being mindful of family law is an important part of the process.

Neglecting to do so can create unnecessary stress on family members,

delay the settling of your estate and result in unintended outcomes. 

In Canada, family law is a provincial jurisdiction, so if you move to 

another province, it is important to ensure that your estate plan conforms

to that province’s family legislation. In some provinces, family law can

override the directions in your will. 

Each province has its own legislation to protect the interests of spouses

when marriages or common-law relationships break down. The Ontario

Family Law Act states that property and assets acquired during a mar-

riage are to be shared equally if the marriage breaks down or at death. 

In the event of a divorce, each spouse’s assets are totalled, and an

equalizing payment is calculated to ensure that each spouse receives 50%

of the value of the net family property. Net family property is almost all

property acquired during the marriage as well as the increase in value 

of any property owned at the time of the marriage. Business assets, real

estate, investments and shares in privately held or public corporations

typically fall under this category. 

Some divorce agreements stipulate that spousal or child-support pay-

ments are to continue after death. If this applies in your case, you must

ensure that you purchase adequate life insurance to provide tax-free

funds so that these payments can be made after your death. Failing to do

so could override the instructions in your will.

Upon the death of a spouse in Ontario, the surviving spouse can either

elect to receive the inheritance as stated in the will or, if left less than

50% of the net family property, apply to the courts within six months to
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receive an equalization payment based on property held the day before

death. In the latter case, your estate may lose the benefit of the capital

gains rollover.

A domestic contract signed by two individuals prior to marriage or

common-law residence (known as a marriage contract or prenuptial

agreement) nullifies these provisions in the Ontario Family Law Act. This

contract is more common in second-marriage situations and with individ-

uals who marry later in life. If you bring assets to the relationship, it’s

wise to consider a prenuptial agreement. Prior to signing such a contract,

both parties should seek independent legal advice. While one hopes that

all relationships are stable and will survive the long term, it makes sense

to protect your equity. 

Under the federal Income Tax Act, common-law spouses have rights

similar to those of married couples. Upon death, RRSPs, RRIFs and prop-

erty can be transferred to the common-law spouse and the income tax

deferred until the death of the surviving spouse.

To protect yourself and your common-law partner, consider:

! owning property jointly;

! naming each other as beneficiary in your wills and on life insurance 

policies, RRSPs and RRIFs;

! naming each other in your power-of-attorney documents;

! preparing a cohabitation agreement regarding property and support 

in the event of separation and death.
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An estate plan is a “living” plan. As our lives unfold, we are

affected by a series of events that can include marriage, the

birth of children, divorce, retirement, the death of a spouse

and the simple fact of aging. And just as we change over the

years, so, too, do our estate planning needs. Estate planning

is an evolving process, not a onetime event. That’s why I advise my clients

to revisit their estate plans regularly to make sure they still meet their needs.

At our practice, we often consult with clients who have received advice

on estate planning from friends across a bridge table or at their golf and 

tennis clubs. Others have been counselled by their bankers or investment

advisers. Typically, these clients, particularly elderly parents, have been 

encouraged to place their house or bank account or investment account 

in joint names with one of their adult children. The first benefit, they are 

assured, is to simplify account management and ease other administrative

responsibilities for family members upon their death. The second is that

their estates can avoid paying probate fees. 

At first glance, holding assets jointly appears to be a simple, convenient

and cheap option. But these clients are unaware of the potential financial

and administrative consequences and the possible exposure to liability in-

troduced by jointly held assets. And only a few of them check their wills
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and estate plans to ensure that the proposed change fits with their overall

strategy. 

By putting assets in joint names, many people unwittingly set the stage

for enormous conflict among family members after their deaths. In fact,

some families may ultimately spend more on legal fees than they save in

probate fees.

WHAT IS JOINT OWNERSHIP?

There are two common kinds of joint ownership: joint tenants with right 

of survivorship and tenants in common. The important distinction between

the two has an impact on how your assets are handled upon your death. 

Joint Tenants With Right of Survivorship 

This category of joint ownership gives two or more people simultaneous right

of ownership to a house, provided they have registered the legal title as joint

tenants. In other words, each joint tenant has an undivided and equal legal 

interest in the asset. Upon the death of one joint owner, the surviving owner

automatically owns 100% of the asset, and the asset does not form part of the

deceased’s estate. It is the most common form of joint ownership. Indeed,

most couples register their home as joint tenants. 

Similarly, if you operate your bank or investment account as a joint ten-

ant with right of survivorship, each joint owner has an undivided and equal

beneficial interest in the account. When you die, the legal title to assets in

the account automatically reverts to the surviving account holder. As with a

house that is jointly owned, the legal title to the assets changes. These assets

never become part of your estate and never pass according to your will.

Tenants in Common

If you own a house as tenants in common or operate a joint account, the 

percentage of ownership specified on the opening documentation of your title

or account will determine, upon your death, how much of the value of the

house or the account will become part of your estate. These assets will then

36



be distributed according to your will or, if you do not have a will, according

to the laws of intestacy. 

In either case, there will likely be tax implications to your estate. Careful

planning will allow the estate to pay the tax in the most cost-efficient manner.

THE RISKS OF JOINT OWNERSHIP 

While there are a number of advantages to transferring assets into joint

ownership, there are also a number of risks. Many of these can be resolved,

provided your professional advisers understand your family and financial

situation. As when you visit your doctor with a concern about your health,

however, your professional advisers cannot offer a complete diagnosis until

they have all the details.

Your intentions must be made absolutely clear at the outset, or the dis-

pensation of your estate may be affected. For instance, without my knowl-

edge or advice, an elderly client of mine in declining health added her

nephew’s name to her bank account as a joint tenant with right of survivor-

ship, because she wanted to facilitate the payment of bills during her illness.

Upon her death, however, her nephew was legally entitled to all the funds

in the bank account. The money was no longer part of the woman’s estate,

although I knew that had not been her original intention. 

In fact, if the type of ownership is not specified on the joint account or

title, the Canada Revenue Agency (CRA) usually assumes that the assets are

held by joint tenants with right of survivorship. To clarify whether your joint

bank account is intended to be seen as “with right of survivorship” or “with-

out right of survivorship,” you must formalize your intentions in a separate

document drawn up by a lawyer and file that document with your will.

If you are considering placing some or all of your assets into joint 

ownership, think carefully about two things. First, what do you wish to

achieve? Remember that you are essentially gifting the asset to the person

upon your death. And second, what are the potential risks? Creating shared

ownership can cause multiple problems at a later date, as outlined on the

following pages.

Joint Ownership  37



Loss of Independence 

If you own your house jointly, you will experience some loss of control over

the shared property. For instance, if you decide you want to sell, the joint

owner must consent to and sign all the documentation. The joint owner is

automatically involved in all the decisions you make about the house. 

Likewise, if you wish to change banks or change your investment objec-

tives, the joint owner is involved in the decision making. The asset is no

longer just yours. You are not in control of the investment decisions, nor

can you access your capital and income without the joint owner’s consent.

Creating Unnecessary Tax Problems

If your home is your principal residence, then any gain in the value of the

property is sheltered from capital gains taxes by the principal-residence 

exemption. However, the Income Tax Act permits an individual only one

principal residence. If your child owns his own home, for which he claims

the residence exemption, then the consequence of adding his name to your

house as a joint owner is that you will lose the tax-free growth on his half 

of the house and create a situation in which your child’s share will be taxed

at the time you sell the home or upon the death of your child.

If your child wishes to access her RRSPs to purchase her first home

sometime in the future, then adding her name as a joint owner on your

home will make her ineligible to participate in the Home Buyers’ Plan. 

If your child is a non-resident of Canada and you decide to sell your house,

there is another complication. The CRA requires that any non-resident dispos-

ing of property in Canada file certain returns and obtain CRA clearance.

Family Conflict

There is potential for real conflict upon the death of a parent when only 

one child is registered as a joint owner of property or other assets. When

the parent dies, that child becomes the sole owner of the house or account,

which may lead to a dispute with other siblings or family members who 

believe that they should have a claim on the jointly held asset. 
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I have encountered numerous situations in which the surviving joint

owner claims that the parent added his name to the house title or the 

account as a means of giving him the asset — perhaps as compensation for

caregiving. Once you put an asset in joint names, it is shared ownership,

and you cannot simply take it back if circumstances change.

Sometimes, a parent has added one child’s name to the house deed but

has stated in the will that all assets are to be divided equally among the 

children, not understanding that the jointly owned house is no longer an

asset passing under the will.

In such circumstances, it is almost impossible to prove, after your death,

whether you intended that the joint asset be shared by all your children or

that it benefit only the child named on the account or house title.

Creditors 

If one of the joint account holders becomes insolvent or declares bank-

ruptcy, assets held jointly may form part of creditor proceedings. This is a

particular concern if you are considering adding the name of a child who 

is either self-employed or in a profession with potential personal liability 

or exposure to lawsuits. 
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There are also risks if that child is married and goes through a divorce.

Once your child’s name has been added to your bank account, investment

account or home, the portion owned by that child is considered family

property and an asset owned by that person. Therefore, if your child owns

50% of your home as a joint owner, half of that portion (25% of the asset’s

total value) could end up being awarded to the former spouse in a divorce

decree. That cost would far outweigh the 1.5% probate fee at death that you

may have been trying to save.

Income Tax 

A transfer to someone other than a spouse or partner may trigger an 

immediate capital gains tax (see pages 42-43). If you report the transfer 

in your tax return, you are effectively prepaying the tax. 

Where the legal owners have beneficial ownership (i.e., each owner en-

joys the benefit of owning the asset), each joint owner is equally responsible

for the tax liability. Each must report earnings based on the proportionate

ownership, except where the attribution rules apply. 

Attribution rules pertain to gifts made to immediate family members, 

including spousal trusts and trusts for children or grandchildren under the

age of 18. Depending on who receives the gift, the CRA might tax the in-

come earned on the asset as if you still own it, and until your death, you

would continue to be responsible for paying the tax.

The transfer of property solely owned by a taxpayer into a true joint

ownership arrangement, in which beneficial ownership changes, results in 

a disposition of the proportionate interest that is being transferred to a

transferee other than a spouse or partner. A deemed disposition occurs

when assets or property that you own are sold or gifted at fair market value

during your lifetime or upon your death, even if no actual sale takes place.

A change in ownership of an asset can trigger a deemed disposition and 

create a potential capital gains income tax liability. 

For instance, when one of our clients sought our advice regarding the

possible transfer of the ownership of the family cottage to his two children,
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we reminded him that by doing so, the capital gain would be triggered in

the year of the transfer. 

Under the income tax rules, a disposition occurs when there is a change

in beneficial ownership as opposed to legal ownership. In determining

whether each joint owner has beneficial ownership, a number of factors

must be considered, such as the ownership of the asset prior to the transfer,

the intention to gift and who used and reported the income. 

If the CRA disagrees with your assessment, you may have to pay penalties

and interest for failing to report the disposition of part of your interest in

the asset resulting from adding another owner’s name.

!
Is joint ownership of assets advisable for your estate planning purposes?

That will depend on whether your focus is to save probate taxes or fees or

to defer income taxes. Before changing the ownership of any asset, however,

carefully weigh all the options and discuss your entire estate plan with your

estate planning team. 

When used in conjunction with other legal instruments, such as trusts

and wills, life insurance company investments and insurance products 

can also be a creative method of reducing estate fees and taxes at death.

Professional advisers working together can create an estate plan that meets

your personal goals and objectives and minimizes estate fees and taxes.

Look and investigate before you leap!
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CAPITAL GAINS AND LOSSES

Capital property is an asset that leads to a capital gain or loss for the

owner when it is sold or changes ownership. If the proceeds from the 

sale are greater than the asset’s adjusted cost base (the original purchase

price of the asset plus any improvements or costs related to the sale),

there is a capital gain. If the proceeds are less, there is a capital loss.

Currently, the taxable portion is one half of the capital gain. The fol-

lowing example illustrates how this taxable portion is determined.

In November 2000, John paid $10,000, including commission, for shares

in the ABC Company. On March 1, 2006, he sold his shares for $11,100,

of which his broker retained $100 as commission. Therefore: 

John has a capital gain of $1,100 – $100 = $1,000.

John has a taxable gain of 50% of $1,000 = $500.

And in his 2006 tax return, John includes $500 in income as a capital

gain. The tax owing is based on John’s income tax rate for that year.

Capital gains can be offset by capital losses. Unused net capital losses

can be carried back one to three years, provided you submit an amended

income tax return for the year in which the capital losses are to be 

applied. Alternatively, capital losses can be carried forward in perpetuity

or until used. 

! Assets that attract capital gains include, for example, stocks, real 

estate (excluding your principal residence), cottages, land, art and 

other collections and businesses that are incorporated (Canadian-

Controlled Private Corporations).

! Every individual is entitled to a lifetime $500,000 capital gains 

exemption on certain small-business shares and farm property. 



Except under certain circumstances, which your lawyer can describe, 

this exemption does not apply to trusts or corporations.

! Upon your death, you are deemed to have sold your capital property 

(which does not include your principal residence) for its current fair 

market value, thus triggering a capital gain on the increase in value 

that has accrued since the date of purchase or December 31, 1971, 

the date capital gains taxation was established.

When assets are left to a surviving spouse (including a common-law 

or same-sex spouse) or to a spousal trust, however, capital gains at death

can be deferred. In such a case, you are deemed to have sold your assets

immediately before your death at their cost, so no capital gains result.

Your spouse (or the spousal trust) inherits the cost of the assets for tax

purposes along with the assets. The full capital gains or losses from the

original purchase price are not reported until your spouse (or the spousal

trust) sells the assets or upon your spouse’s death. 

Good tax and estate planning can often minimize the income tax 

consequences of capital gains taxes at retirement or death. Assemble a

team of professional advisers by seeking out referrals from credible 

experts in your community. Consult with specialists who can give you

guidance that is relevant to your situation. Over time, you’ll develop a

comfortable working relationship with your estate planning team that 

is based on trust and quality service. 

Estate planning is like a puzzle, and you have to fit the pieces together

in a way that works for you. Plan your estate now, and benefit from 

the peace of mind that comes with knowing you have a plan in place 

that minimizes taxes, is equitable to all concerned and represents your

personal values and goals.
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The goal for many investors is to create enough wealth during

their careers to allow them to enjoy a comfortable lifestyle 

at retirement. But if, as an investor, you need to be constantly

apprised of the performance of financial markets and are 

always concerned about a possible shortfall in your retirement

savings, you may need to reassess your position, your tolerance to 

investment risk and your asset allocation.

THE GOLDEN RULE: DIVERSIFICATION

Asset allocation is a long-term investment strategy that diversifies invest-

ments across a broad spectrum, allowing you to maximize the risk/reward

trade-offs. By investing your money in a variety of assets that respond differ-

ently to various market conditions, you can take advantage of the inevitable

ups and downs of the financial markets. There is no doubt that over the

past 50 years, the stock and bond markets have fluctuated, and because no

one asset class consistently outperforms the others, picking future winners

with complete certainty is impossible.

Diversification is the golden rule in investing. The amount of money you

invest in the Canadian, U.S. or international equity markets and in bonds,

cash and Guaranteed Investment Certificates will depend on your invest-
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ment personality, your financial goals, your risk tolerance and your invest-

ment time frame. 

If retirement is not too far off, you should reevaluate your portfolio to

protect the wealth you have worked long and hard to accumulate. Growth

assets, to some extent, will be needed to hedge against inflation and to 

provide long-term growth.

Let’s review a few of the traditional investment options available today.

DON’T GIVE UP ON GICS

Guaranteed Investment Certificates (GICs) can form an integral part of 

your financial portfolio. Why? Because regardless of market conditions, 

the guaranteed portion of your portfolio is always growing — and that 

reduces overall risk. Whether you are building your retirement nest egg,

creating a steady source of income or simply seeking higher returns for 

a few months, your GICs can be tailored to meet your financial needs. 

There’s a time-honoured formula that can help you determine the right

asset balance for you. Simply align the percentage of your portfolio that 

represents GICs with your current age. For instance, if you are 55 years 

old, then 55% of your portfolio should be in GICs. Of course, this formula

is only a guide. Depending on your individual circumstances, a higher or

lower percentage may be appropriate.

GICs sold by life insurance companies offer investors several income 

options, including interest income which is paid monthly or annually or

which accumulates at a guaranteed compounded annual rate. Investors 

may choose an investment period ranging from as little as 30 days up to 

10 years. (Bank GICs usually offer terms of one to five years.) 

Life insurance company GICs are creditor-proof and can be advantageous

in estate planning. For instance, if you name a beneficiary on your life in-

surance company GIC, its full value is directed to your beneficiary at your

death without probate fees. And if the GIC is terminated at your death,

there are no surrender charges or additional fees. Life insurance company

GICs also provide tax advantages for non-registered investments (those 
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Fixed Income

10%–30% 
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Equity

10%–40% 
Cash

10%–20% Cash30%–70% 
Growth/Equity

20%–50% 
Fixed 

Income

0%–10% Cash50%–85% 
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10%–40% 
Fixed 

Income

RISKY BUSINESS
The makeup of your portfolio depends 
on your risk tolerance and goals
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Portfolio
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Source: Key Things Every Investor Should Know
by Peter Lynch, Fidelity Investments
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LADDER OF RISK

High Risk

Low Risk

! Art
! Precious Metals

! Sector Funds (i.e., Technology)
! Specialty Funds

! Indo-Pacific Funds
! Foreign Equity Funds
! International Equity Funds

! International Bonds
! Foreign Bonds

! Small-Cap 
Canadian Equity Funds

! Canadian Equity Funds
! Canadian Dividend Funds

! Growth and Income Funds
! Asset Allocation Funds
! Managed Funds
! Balanced Funds

! Canadian Bonds
! Canada Savings Bonds

! Money Market Funds
! Term Deposits
! GICs
! Cash
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assets not held in a pension plan, a spousal RSP, an RRSP/RRIF or a Locked-

In RRSP). Special provisions of the Income Tax Act allow you to receive in-

terest payments, take advantage of the policy-year tax reporting and classify

your accrued interest as pension income, which makes you eligible for the

$1,000 pension-income deduction at any time after the age of majority (18).

The laddered GIC investment concept, designed to take the guesswork

out of secure fixed-income investing, provides flexibility, access to capital

and diversification. The GICs in this plan have various investment periods

(i.e., 1-to-5-year or 1-to-10-year terms), so a portion of the investment 

matures each year and is reinvested at longer-term rates. By reducing the

impact of fluctuating rates and levelling out returns, this approach offers 

a worry-free investment.

SEGREGATED FUNDS

Segregated funds are similar to mutual funds, but there are significant 

differences between the two that make these funds an attractive alternative

investment. With segregated funds, the investors’ money is pooled together

and invested in stocks, bonds and other assets, depending on each fund’s

investment objectives.

Giving you access to investments through every stage of your life is the

main focus of many segregated funds. Life insurance companies can offer 

investors several segregated funds and guaranteed-interest investments

under one contract. Multiple account options are available for Registered

Retirement Savings Plans (RRSPs), Non-registered Accounts, Locked-In

RRSPs, Registered Retirement Income Funds and Life Income Funds. And

segregated funds offer numerous funds from many of Canada’s best-known

mutual-fund management companies. With such a wide selection of funds

and fund managers, you can develop a well-diversified investment portfolio.

The assets in a segregated fund are separate from the assets of the com-

pany offering the fund, an arrangement that protects the interests of 

consumers. Because segregated funds are purchased under an insurance

contract and are thus overseen by different legislation than mutual funds,
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you enjoy advantages beyond those of a regular investment plan. 

A segregated fund offers a basic maturity guarantee that it will be worth

at least 75% of the original investment after a 10-year period, regardless 

of stock market fluctuations. And when you designate a beneficiary on your

segregated funds, a death-benefit guarantee ensures that your beneficiary

will receive the entire original deposit or the market value, whichever is

greater.

Consider the certainty that a maturity guarantee and a death-benefit

guarantee could bring to your financial plan. Mutual funds do not offer

these benefits. 

Designating a beneficiary means that your segregated funds are held out-

side your estate and will therefore bypass probate court and the applicable

provincial fees, and when the estate is settled, the value of the segregated

funds are not part of the calculation of the trustee’s fee or legal fees. Avoid-

ing the scrutiny of probate court and the resulting public record protects

your privacy and ensures that your beneficiary will be paid the death benefit

directly, with no processing delays. 

Furthermore, by naming a beneficiary, you achieve potential creditor 

protection, a feature that is especially attractive to business owners, com-

pany officers, directors and professionals who may be exposed to personal

liability or lawsuits. 

Guaranteed term investments, with a guaranteed interest rate and a 

fixed term, are often available under segregated funds. These no-risk invest-

ments are ideal for investors with short-term investment horizons or low-

risk tolerances.

Segregated funds are an insurance company product and are available

through insurance professionals and financial advisers who are licensed to

sell life insurance.

As financial advisers, we can assist you in developing an asset-allocation

strategy based on your individual circumstances. We all have unique needs

and goals, and life changes and unplanned events can quickly render exist-

ing strategies outdated. Regular reviews to rebalance your portfolio will 
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ensure that your portfolio continues to reflect both your long-term plans

and the economic climate of the day.

Most clients don’t plan to fail — they fail to plan. Take control of your 

financial future now, and seek advice from those who are accountable and

knowledgeable.
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There is a relatively new kind of insurance available in Canada

from which you can actually benefit while you are alive. It’s

called critical illness insurance. The concept was originally de-

veloped by Dr. Marius Barnard of South Africa, who assisted his

brother Christiaan in the first successful heart transplant in

1967. In his own medical practice, Barnard recognized that he was treating 

an increasing number of patients who were surviving once fatal illnesses such

as cancer, stroke and heart disease. In fact, according to Barnard, the risk of

being diagnosed with a serious illness before the age of 65 and, as a result,

being unable to work and generate income for six months or more is 15 times

higher than the risk of premature death. He realized that his patients were 

losing not their lives but their life savings.

For Barnard, the solution — an insurance policy that pays a living benefit

— was just common sense. In 1983, in response to his determined promo-

tion, a South African company launched the world’s first critical illness 

insurance policy. It was a timely concept whose popularity grew, and in the

past decade, large insurance companies in Canada have likewise recognized

the changing demographics of the workforce and the increasing health

needs of a population that is aging and living longer with illnesses like 

heart disease, stroke and multiple sclerosis.

Chapter 6

CRITICAL ILLNESS
INSURANCE: A BENEFIT
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Advances in medical care have given many Canadians with critical 

illnesses a new lease on life, but for a large number of these individuals, 

survival often means making costly lifestyle adjustments even as they meet

their regular financial commitments. It’s a challenge also faced by small-

business owners, who need to protect themselves and their companies

against the potentially devastating costs of a serious illness.

Today, most of us know someone who has survived cancer, a heart 

attack, a stroke or life-threatening surgery. Suffering a critical illness is chal-

lenging enough without the added worry or risk of being unable to pay 

for special treatment in Canada or the United States, losing your home 

or job, jeopardizing your children’s education or enduring a decline in your

quality of life. Critical illness insurance can be your financial safety net in

these circumstances.

WHAT IS CRITICAL ILLNESS INSURANCE?

In the mid-1990s, in an effort to narrow the widening gap between what

Canadians need to manage a serious illness and what is actually covered by

public and private plans, insurers in Canada began to offer critical illness 

insurance.

A unique combination of financial and medical protection, critical illness

insurance pays a tax-free lump-sum cash benefit to the insured 30 days after

the diagnosis of a critical illness, as defined in the policy. In other words,

critical illness insurance can provide the financial support that is so desper-

ately needed by someone who may be fighting for his life.

Think about having to struggle to maintain a lifestyle whose costs you

may no longer be able to afford: a mortgage; a car loan; child care; the chil-

dren’s education and future weddings; retirement.

Now think about adding more costs to your already overwhelming finan-

cial burden: private nursing; medical equipment; refitting your home or 

car; moving; reduction in or loss of income; changing jobs or professions;

income to allow you time to recover fully before returning to work. This can

amount to several thousands of dollars. Would your provincial health care
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pay for all the medical bills and for your care while you recuperate at home?

Out-of-country care is an increasingly common consideration for people

who are seriously ill. Would private group insurance pay these bills? 

A serious life-altering illness strikes one in three Canadians during their

lifetime. Consider these statistics:

! One in four Canadians has some form of heart disease.

! Each year, 75,000 suffer heart attacks.

! More than 134,000 cases of cancer are diagnosed in Canada each year.

! Experts predict that by 2015, the number of cancer cases will rise by 70%.

! Each year, 50,000 Canadians suffer a stroke; 75% survive the initial stroke.

! Every day, three people in Canada are diagnosed with multiple sclerosis.

! Multiple sclerosis is the most common neurological disease among the young.

! Over 86,000 Canadians are diagnosed with Alzheimer’s every year.

It’s a fact: Canadians need critical illness insurance!
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WHAT ARE THE BENEFITS OF CRITICAL ILLNESS INSURANCE?

A critical illness policy is not expensive. In fact, it can cost as little as 

$50 per month, depending on your age, the benefit level, your family 

medical history and whether you are a smoker or non-smoker. Individuals

can purchase critical illness coverage in amounts ranging anywhere from

$25,000 to $2 million.

Critical illness insurance typically covers all or some of the following ill-

nesses and conditions: heart attack; stroke; cancer; heart bypass surgery; major

organ transplant; multiple sclerosis; Parkinson’s; Alzheimer’s; motor neuron

disease (ALS or Lou Gehrig’s disease); occupational HIV; kidney failure;

paralysis; loss of limbs or speech; blindness; deafness; benign brain tumour;

coma; severe burns; aortic surgery; heart-valve replacement; loss of indepen-

dent existence. And if you are diagnosed with ductal breast cancer, super-

ficial malignant melanoma, early prostate cancer or HIV-related cancer, the

illness assist benefit provides you with a lump-sum benefit of up to $10,000.

Many critical illness insurers include the services of Best Doctors Inc. in

their coverage. Best Doctors provides personalized medical evaluations and

treatment recommendations by world-class medical experts, as well as pro-

files of the world’s top three specialists recognized by their peers as leaders

in treating specific illnesses. It can also arrange appointments and treat-

ments in leading U.S. hospitals at significant discounts. Best Doctors is 

your direct path to first-rate physicians and care during a medical crisis. By

linking you to the medical knowledge you need to make the best treatment

choices, it puts your health care under your control.

HOW CRITICAL ILLNESS INSURANCE 

PROTECTS YOUR FINANCIAL PLAN

A serious heart attack or the onset of cancer sometimes necessitates an RRSP

withdrawal to cover emergency expenses and treatment. To liquidate RRSPs

prematurely, however, can be very costly. The resulting tax bill often forces a

client to withdraw more money than is needed for the actual medical bills. 

Critical illness insurance can play a significant role in shielding RRSPs
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from premature withdrawals, thereby avoiding the associated tax conse-

quences. For instance, if you were to cash out $100,000 in RRSPs, you

would owe the Canada Revenue Agency between $40,000 and $47,000 in

income tax. The net amount available to you is therefore only $53,000+, as

compared with the tax-free $100,000 lump sum you would receive from a

critical illness policy. Also, don’t forget that any RRSP funds you withdraw

today will have an impact on your retirement income.

The tax-free cash payout from a critical illness insurance plan has no

strings attached. You can use the funds as you see fit: Pay down your mort-

gage; pay for medical treatment and expenses not covered by your provin-

cial medical plan or group employee benefit plan; provide income for con-

valescing without reducing your family’s cash flow. 

Critical illness insurance has been dubbed “freedom money.” Not only

have you been given a second chance at life, but critical illness insurance

provides you with the financial resources to live! There is no need to deplete

your savings, sell family assets (such as the cottage), surrender RRSPs or 

pay unnecessary income tax.

And there’s another benefit. If you don’t make a claim, many policies

offer a refund on some or all premiums paid. The refunds are available in

various amounts after 10 and 20 years or at age 65 or 75, depending on 

the individual policy.

While fairly new to Canada, critical illness insurance is one of the most

widely sold insurance products in South Africa, Japan, Australia, Ireland

and the United Kingdom. Since its introduction into Canada in 1994, it has

become a $200 million market — evidence of the consumer’s desire for 

financial security in life as well as death. Critical illness insurance offers you

financial independence when you need it most.

Many people spend most of their adult lives building a financial plan,

saving annually for retirement and diligently paying down the mortgage.

Years of hard work and saving can be lost if a critical illness strikes. Protect-

ing your assets and maintaining your lifestyle are key reasons to purchase a

critical illness policy.
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Charitable giving is all about giving of yourself for the benefit

of others. As a rule, Canadians are considered to be compas-

sionate and generous. According to the National Survey of

Giving, Volunteering and Participating (NSGVP), conducted

in 2000 as part of the federal government’s Voluntary Sector

Initiative, 9 out of 10 Canadians made financial or in-kind donations to

charities and non-profits in the previous year. The survey reported that

Canadians made direct financial donations totalling $4.94 billion, an in-

crease of 11% over 1997, the previous survey year. The average annual 

donation was $259, up $20 from 1997. In addition to direct-dollar contri-

butions, 54% of Canadians donated food, 69% gave clothing or other goods

and 4% made a bequest.

While these statistics might appear to paint a rosy picture of the current

fundraising environment for Canadian charities, consider this: The NSGVP

reported that Canadians gave 49% of all donations to religious groups. This

means that only 51% of the money donated by Canadians is available for

direct distribution to organizations primarily concerned with health, social

service, education and research, philanthropy and volunteerism, the envi-

ronment, arts, culture and recreation.

The survey also noted that 47% of all donations came from the 5% of
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donors who gave $1,088 or more. So although 9 out of 10 Canadians made

some kind of donation, many did not give much. And since nearly half of

all donors were 45 years of age and older and contributed $6 out of every

$10 donated, the outlook for future individual giving may be less than rosy.

There are approximately 80,000 registered charities in Canada. In 

May 2003, the National Survey of Nonprofit and Voluntary Organizations

released a report titled The Capacity to Serve: A Qualitative Study of the

Challenges Facing Canada’s Nonprofit and Voluntary Organizations. The most

pressing challenge these organizations face, according to this study, is the 

integrity of their financial capacity. Reduced funding, due in part to govern-

ment cutbacks to social initiatives across the country, is preventing these 

organizations from meeting an increased demand for services. Furthermore,

the difficulty in obtaining funding causes organizations to “drift” from their

missions in order to access funds. For many non-profits, corporate support

is difficult to secure.

ESTATE PLANNING MEETS CHARITABLE GIVING

Prudent estate planning presents a unique opportunity to benefit both 

your estate and your favourite charities. Under current income tax legisla-

tion, when you make a bequest to a charity, your estate is entitled to a 

donation receipt for the full value of the bequest. This can significantly 

reduce the tax levied at death as a result of capital gains and/or income tax

liabilities from income such as registered funds. If the total bequest exceeds

100% of your income in the year of death, the excess (subject to applicable

limits) may be carried back to the preceding year, producing some credit for

that year as well. 

The cash needed for the charitable gifts in your will can be created

through a life insurance policy or by gifting existing cash, capital assets,

such as land or art, or investments that are already part of your estate.

There are two ways to make a charitable gift using life insurance. The

first is to gift an existing policy by transferring ownership now to the charity

of your choice. When you transfer ownership by absolute assignment, you
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relinquish all rights to the policy and a donation receipt is issued for the

cash surrender value in the year of the transfer. Any premiums you pay after

you assign ownership of the policy to the charity are eligible for a donation

receipt, generating valuable credits at tax time. Upon your death, no dona-

tion receipt will be issued to your estate for the death benefit paid to the

charity.

The second way is to name the charity as the beneficiary of your life 

insurance policy. In this scenario, you retain ownership and control of the

policy and continue to pay the premiums, which are not eligible for a dona-

tion receipt. Upon your death, the charity receives the death benefit, and

your estate can use the resulting tax credits either to eliminate or substan-

tially reduce income taxes owing in your final years of life.

Many donors prefer this option, as it allows them to maintain control

over the policy. They can change the beneficiary designation, which in turn

allows them flexibility in their estate plan, avoids probate or attack from

creditors and keeps the gift private, since it is not then subject to public

records. At the donor’s death, the charity receives the death benefit and does

not have to include the donation in its disbursement quota calculation (see

page 63 for a discussion of disbursement quotas).
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TAX BENEFIT TO
DONOR DURING TAX BENEFIT TO

OWNER BENEFICIARY LIFETIME DONOR AT DEATH

Donor Charity None Death benefit
is tax-creditable

Charity Charity Annual premiums None
eligible for 

donation receipt



Other common charitable gifts are RRSPs, RRIFs, art or real estate, public

securities, gift annuities and cash.

CATEGORIES OF CHARITIES

Charities fall into two main categories: charitable organizations and chari-

table foundations. Broadly speaking, a charitable organization is involved 

in direct charitable activities, such as churches, synagogues and mosques,

hospitals, universities, the Canadian Red Cross and the United Way. Of the

80,000 or so charities registered by the Canada Revenue Agency — a char-

ity must be registered in order to issue donation receipts — probably more

than 90% are charitable organizations.

The role of a charitable foundation is, in most instances, to build an 

endowment (capital) and distribute the income, although it may undertake

direct charitable activity. The distributions are normally made to other chari-

ties, often charitable organizations. Charitable foundations are, in turn, 

subdivided into public and private. 

A public charitable foundation receives funds from many different

donors, and more than half of its directors or board members operate at

arm’s length. In other words, they are not related to one another and have

no vested interest in either the foundation’s funding or the source of its 

donations. The Limestone Learning Foundation in Kingston, Ontario, is an

example of a public foundation. It provides grants to students and teachers

in the Limestone District School Board for enrichment projects. Most hospi-

tal foundations fall under this category as well. 

In a private charitable foundation, the bulk of the money comes from 

a single source — often a wealthy individual or family. The majority of the

directors do not operate at arm’s length, usually because the board is made

up of family members. Many of the largest charities in Canada are private

foundations.

From a donor’s point of view, the charity’s category may not be impor-

tant, but the rules that govern each category determine how the charity 

operates and, to some extent, how attractive a gift of life insurance might 
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be to that particular group. For example, consider a charitable organization

with an ongoing need for current funds. Such a charity may not be inter-

ested in a gift of life insurance that won’t produce income for many years 

if, by accepting the gift, it must forgo current cash donations. On the other

hand, most charitable foundations are building up their capital or endow-

ments over a long period of time. As a result, they’re not concerned that a

gift of life insurance might not be realized for decades.

THE DISBURSEMENT RULES

When dealing with charities, you should be aware of some of their obliga-

tions, the most important of which is known as the “disbursement quota.”

Generally, the disbursement quota ensures that a fair proportion of a char-

ity’s annual income is used for charitable purposes and is not retained by 

the charity. 

With charitable organizations, the rules are relatively simple. The orga-

nization must spend not less than 80% of the donations it received the 

preceding year (and for which it issued donation receipts) on charitable 

activities. This is referred to as “the 80% rule.” There are three exceptions 

to this rule: bequests or inheritances; amounts received from other char-

ities; and, the most important, gifts that fall under “the 10-year rule.” The

10-year rule involves gifts that a donor stipulates may not be disbursed 

for at least 10 years. The charity issues a receipt to the donor but does 

not have to include the amount of the gift in the calculation of its annual

disbursement quota. 

The above rules apply to public foundations as well, with some key 

additions. A public foundation must also spend 80% of gifts received from

other charities, unless they are “specified gifts,” which means they have

come from the capital of the donor charity. Second, and more important,

the foundation must disburse an amount equal to 3.5% of the fair market

value of its capital assets each year if the assets are not directly employed in

its operations, as, for example, when it owns and fully occupies its own

building. This ensures that capital assets are employed in such a way as to
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generate at least a minimum amount of income for charitable purposes 

annually. It is important to note that for this rule, the value of an unmatured

insurance policy (other than an annuity contract) is treated as being nil.

The disbursement quota for private foundations is the same as that for

public foundations, except that a private foundation must spend 100% of

gifts received from other charities, unless they are specified gifts. Special

rules also apply to those who do not deal with a private foundation at arm’s

length and result in the imposition of a tax where a financial benefit has

been conferred. When the gift is a life insurance policy, however, these rules

are not germane.

MAKING A DIFFERENCE

What we each experience as we travel through life really doesn’t change that

much from person to person. We all live and create, work at our jobs and

careers, feel joy and suffer hardships. We retire, and eventually, we die.

What does change over our lifetime, however, is that many of us learn to

meet our goals and challenges in a way which benefits not only ourselves

but others as well. In the words of playwright James Barrie: “Those who

bring sunshine to the lives of others cannot keep it from themselves.” When

you give generously of your time and resources, your daily life is enriched.

Acting charitably helps us all, and recognizing that, I wanted to be 

able to make a positive difference in the lives of my fellow human beings.

Through many years of involvement in charitable causes, I have realized

that goal, both personally and financially. I often tell my clients that we

make financial decisions with our hearts as well as our minds. 

Life is not what you get — it’s what you give. We all want to leave a 

footprint when we’re gone. . . a legacy that speaks well of our time here. By

including charities in your estate plan, you have a final opportunity to 

contribute to society.
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In 1995, the Supreme Court of Canada made a decision in an Ontario

case known as Fire vs. Longtin that has serious implications for 

anyone who owns property in the Province of Ontario under the

Land Registry System if they have not dealt with their property in 

recent years.

The facts in Fire vs. Longtin concerned one party obtaining title to prop-

erty in 1983 that included a strip of land from the adjoining property

owner, where the adjoining property owner had not dealt with his property

since 1941. The Supreme Court of Canada stated that the effect of the

Registry Amendment Act, 1981 (Ontario) precluded the owner of adjoining

land who had not dealt with his property since 1941 from asserting owner-

ship over the piece of land in dispute. 

The Court stated that this may, from time to time, result in apparent 

injustices to persons with claims to property that are older than 40 years.

However, the Court found that the Ontario Legislature had weighed that

possibility and found that certainty of title in only having to search back 

40 years took precedence over interest in property that had not been dealt

with for more than 40 years. The conclusion drawn by the Canadian Bar

Association – Ontario, contained in a news release issued on October 19,

1995, stated as follows:
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“The Supreme Court has made it clear that the public, in particular those

owners whose land is registered under the Land Registry System, [should

be] aware of the need to ‘deal’ with land at least once every 40 years.”

The effect of this decision means that people in Ontario who have owned

the same building and/or land for more than 40 years under the Land

Registry System could conceivably lose title to all or a portion of their land

through errors in conveyance of the adjoining property in relation to

boundary descriptions, easements, rights-of-way and/or encroachments and

even fraudulent conveyances by unscrupulous individuals.

As a result, people with property registered under the Land Registry

System in Ontario who have not dealt with their buildings and/or land for

more than 40 years should consult legal counsel to ensure that such prop-

erty is dealt with by registering either a confirming deed or a statutory 

notice of claim within the 40-year statutory period.
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In this appendix, Robyn M. Hawkins, a lawyer and partner at Good Elliott

Hawkins LLP, and I provide you with a sample checklist and comments

pertaining to recent changes in the real estate and estate planning law. 

We encourage you to review this checklist with your own legal and financial

advisers.

Appendix B

FINANCIAL CHECKLIST
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1. Your province of residence is required 
to calculate probate fees.

Probate fees are calculated on the value 
of your assets passing under your will
upon your death. They are a factor to 
consider when establishing your financial
plan but should not drive your decisions.

2. Your marginal tax rate is used to 
calculate the capital gains tax liability 
and the tax on RRSPs/RRIFs.

Capital gains and dividends are treated 
differently for income tax purposes.

Marginal tax rates, tax brackets and 
surtaxes vary widely from province to
province but for 2006 are approximately
as indicated in the chart below.
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1. Province of residence:

2. Marginal tax rate:      %

3. Names and dates of birth 
of your children:

4. Name and date of birth 
of your spouse:

5. Names and dates of birth of 
grandchildren/nieces or nephews:

PERSONAL

CHECKLIST TIPS

TAX RATES TAX BRACKETS SURTAX
Rate   Threshold

Federal
15% Up to $36,377
22% $36,378 – $72,754
26% $72,755 – $118,285
29% over $118,285

Ontario
6.05% Up to $34,758
9.15% $34,759 – $69,517 20%     $4,012
11.16% over $69,517 36%     $5,065



1. A will is a necessary document to provide 
instructions regarding the distribution 
and handling of your assets. Depending 
on your assets, you may need more than 
one will.

2. Wills must be current. If you remarry, 
your will may not be valid. If you outlive 
a spouse, your will, although valid, may 
not have any living beneficiaries.

3. Our lives are constantly changing, and 
complications can arise when individuals 
are not included in a will or remain 
named in a will long after their death.

4. The executor of your estate may incur a 
number of costs when carrying out the 
terms of your will, such as appraisal fees 
and travel expenses. Legal and accounting 
fees in the year of death are charged to 
your estate when settling your affairs. 
Funeral expenses vary and can range 
from $10,000 to $20,000 plus.

5. Probate fees are one of the factors to be 
considered when planning your estate. 
However, the benefits gained by avoiding 
probate (such as joint accounts) are 
often lost because of disputes about the 
ownership of assets or lost tax benefits. 
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1. Do you have a will?

2. Date of last will?

3. Has your marital status changed?

Who are the beneficiaries of your 
estate?

4. Will your estate be affected by any 
of the following costs?

a. Executor fees: $
b. Legal/accounting fees: $
c. Funeral expenses: $

5. Which of the following assets do you 
own that will be impacted by probate?

! Registered assets (RRSP/RRIF/LIRA)

! Capital property

! Personal residence

LEGAL

CHECKLIST TIPS



6. There are certain types of trusts, which 
are will and power-of-attorney substitutes, 
that can avoid probate fees. These trusts 
make financial sense only in certain 
circumstances.

It is important to provide for those de-
pendent on you or to whom you have a 
legal obligation. Children are not able 
to own or receive assets until the age of
majority (18 in Ontario).

Mentally incapable or disabled adult 
children can lose their government pen-
sions if proper trusts are not included 
in the will. A Henson Trust can be estab-
lished to eliminate this concern.

7. If you act as a power of attorney for 
someone else, you should ensure that 
there is an alternate in the event that you 
are absent or unable to act. If you are 
a trustee, there should be a way to 
appoint a new trustee in your place.
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6. Do you have anyone dependent on 
you for financial or legal support 
(i.e., a disabled or sick child or court-
ordered spousal/child support)?

7. Are you appointed as a power of 
attorney for an elderly relative or a 
disabled child or adult?

Have you been named trustee of a 
trust?

LEGAL  (CONTINUED)

CHECKLIST TIPS



1. Currently, your personal residence is not 
subject to capital gains tax at the time of 
sale or death.

3. At death, for income tax purposes, you are 
deemed to have disposed of your capital 
property at fair market value. This may 
create a large capital gains tax liability 
for your estate. You can elect to roll your 
capital property to a surviving spouse 
(not adult children) to postpone the tax.

If you own shares of a private Canadian
company, you may be able to save some
probate fees by having two wills.

An estate freeze is an estate planning
technique that typically locks in the 
value of your shares today and transfers
future growth to the next generation. 
You can continue to have voting control
and receive dividends in priority to the
common shares.
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1. Do you own a personal residence?

Current value: $

2. Who is listed on your deed of 
ownership?

Date of last title search:

Date of last deed transferring the land 
(see Appendix A):

3. Other real estate/assets owned and value:

a. Cottage: $
b. Rental property: $
c. Business property: $
d. Land: $
e. Vacation property: $
f. Property outside Canada: $
g. Fine art: $
h. Public company shares: $
i. Mutual segregated funds: $

4. Which of the above properties/assets 
do you intend to retain?

5. Who would you like to own the 
property/assets at your death?

ASSETS

CHECKLIST TIPS



6. Shares of a qualified small-business 
corporation or qualified farm property 
may be eligible for the $500,000 
capital gains exemption as of 2005.

8. Examples of depreciable capital 
property include buildings, vehicles, 
large equipment, equipment used in 
a business, rental property.

9. It is important to make a list of your 
banking institutions, account numbers 
and recent account balances, as well as 
the location of your safety deposit box 
and key. Be sure to tell your power 
of attorney and/or executor where to 
find the list.

10. At death, your RRSP/RRIF and locked-
in retirement accounts and pension 
may be transferred directly to a 
surviving spouse, thus reducing any 
income taxes in the year of death. 
However, if you have no surviving 
spouse, it is important to make sure 
that your estate receives the proceeds 
of your RRSP/RRIF or has sufficient 
funds from other sources, such as life 
insurance, as it is the beneficiaries 
of your estate that have to pay the 
income tax, not the person who 
receives the RRSP/RRIF.

11. If you purchase RRSPs, RRIFs, GICs 
or mutual or segregated funds from 
a life insurance company, you can 
designate a named beneficiary (saving 
probate fees) and have the assets 
protected from creditors — an attractive 
package.
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6. Do you own shares of a Canadian- 
Controlled Private Corporation?

What is the fair market value of 
your shares: $

What is the adjusted cost basis of 
your shares: $

Is the value of your shares growing?

7. a. Do you own farm property or shares 
in a  family farm?

b. What is the adjusted cost basis of 
your farm property/shares? 

c. Is the value of your farm property/
shares growing?

d. Does your farm property qualify 
for the $500,000 capital gains 
exemption?

8. Do you own depreciable capital 
property?

9. Cash assets
Bank accounts: $

10. RRSP/RRIF/locked-in funds

Financial institution:

Account #:

Last balance: $

Name of beneficiary designated:

11. Are your cash assets creditor-proof?

ASSETS  (CONTINUED)

CHECKLIST TIPS



1. Life insurance provides a tax-free lump 
sum of cash at death. There are numerous
types of policies and reasons for owning 
life insurance as a financial tool.

2. Disability insurance provides an income 
to the person who is unable to work. A 
few plans offer a refund-of-premium 
option after 10 years if you have not been 
disabled. A win-win scenario.

3. Many self-employed individuals have 
expenses for which they are responsible 
in the event of a disability. In order not 
to disrupt their business or cash flow, 
they purchase insurance to provide a 
monthly income to the business in the 
event that they need time to recover or 
have to go through the process of selling 
the business.

4. Cancer, stroke and heart disease are 
the three significant critical illnesses. 
Many policies cover 23 or more illnesses 
and, if there has not been a claim, offer a 
refund of 100% of your premium, paid 
at a later date.
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1. Do you own any life insurance?

Company:

Amount of coverage: $

When does this coverage expire?

2. Do you have any disability insurance 
to provide a monthly income in the 
event that you are unable to work?

Company:

Amount of monthly income 
protection: $

3. Do you have office expenses that 
would need to be paid even if you 
were sick or injured and unable to 
work?

4. If you were to become critically ill, 
do you have any insurance to provide 
tax-free cash and allow access to the 
Best Doctors Inc. referral network?

If you were to need $50,000 for a 
special treatment in a private clinic
outside Canada, where would you get
the money? What is the true cost of
liquidating your RRSP?

INSURANCE

CHECKLIST TIPS



1. Confirm whether your mortgages are 
life-insured, as a debt should not last 
longer than the person who created it!

2. Family loans must be properly 
documented. But remember, if you 
record the loan of funds, you must 
keep your records up to date so that 
all payments or further advances are 
noted. If you intend to forgive a loan 
upon your death, you must stipulate 
that in your will.

3. Credit-card debt is the most expensive 
way of borrowing. Pay your credit-card 
debt off in full every month.
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1. List of mortgages owed

Institution:

Amount of mortgage: $

Rate of interest on debt:       %

2. Other personal loans/family loans

Institution:

Amount of loan: $

Rate of interest on debt:       %

3. Credit-card debt

Institution:

Amount of debt: $

Rate of interest on debt:       %

4. Do you have any outstanding income 
tax from current and prior years?

Date of last filing for income tax:

ESTATE

CHECKLIST TIPS



Acronyms used in this book, 39
Advisers, professional, in financial planning, 

11, 12-13, 21
Asset balance in GICs, 46
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planning, 25-26
Barnard, Dr. Marius, 53
Barrie, James, 64
Beneficiaries in estate planning, 26

disabled, 25, 26, 30-31
minor children, 25, 26

Best Doctors Inc., 56
Capacity to Serve, The, report of the 

National Survey of Nonprofit and 
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Capital gains and losses and joint 
ownership in estate planning, 42-43

Charitable foundations, 62
disbursement quotas, 63-64
private, 62
public, 62

Charitable gifts, 25, 59-64
and estate planning, 31, 60-62
and life insurance, 60-61; chart, 
61

Charitable organizations, 62
disbursement quotas, 63

Charities
Canadian, present state of, 59-60
disbursement quotas, 63-64
types, 62-63

Checklist of information on financial 
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Children, minor, in estate planning, 25, 26
Communication, clarity of, in estate 

planning, 31
Critical illness insurance, 53-57

and RRSPs, 56-57
as protection for financial plan, 56-57
benefits, 56 
claims in Canada, illustration, 55
how it works, 54-55
importance of, 53-54
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Debt problems in joint ownership, 39-40
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24, 26, 30-31
Disbursement quotas for charities, 63-64
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and charitable gifts, 60-61
and insurance company GICs, 46
and joint ownership, 35-43
and life insurance, 28
and segregated funds, 50
capital gains and losses and joint 

ownership, 42-43
debts and joint ownership, 39-40
distribution of estate, 26
factors to consider, 24-33
family conflicts and joint ownership, 
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importance of, 24
need for updates, 35

Executor of will, 24
Family conflict and joint ownership in 

estate planning, 38-39
Family law and estate planning, 32-33
Financial planning. See also Charitable gifts; 

Critical illness insurance; Estate planning; 
Joint ownership; Investments

checklist, 69-76
manageability of, 11-12
need for, 11-12
professional advisers’ role and 

importance, 11, 12-13, 21
steps in, 15-21

Financial security, planning for, 16-18; 
illustration, 17

Fire vs. Longtin, 67-68
Foster, Sandra, You Can’t Take It With You, 24
GICs

as investments, 46-49
from life insurance companies, 46-49
laddered, 49

Goals, financial
and selecting investments, 18-19
setting, 15-16
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Guaranteed Investment Certificates. 
See GICs

Guaranteed term investments, 50
Henson Trust, 31
Independence, loss of, in joint ownership, 

38
Insurance. See Critical illness insurance; 

Life insurance
Investments, 45-51

adhering to goals, 19
diversification, 20
effect of external events on, 19-20
long-term value of, chart, 21
portfolio risk levels, illustration, 47
regularity of, 19, 20-21
risk levels of different types, illustration, 

48
selecting, 18-19

Joint ownership
and estate planning, 26-27, 35-43
and probate fees, 26, 35
joint tenants with right of survivorship, 

36
risks in, 35-36, 37-41
tenants in common, 36-37

Joint tenants with right of survivorship, 36
Ladder of risk, illustration, 48
Land not dealt with for 40 years, legal 

problems, 67-68
Liabilities and assets, inventory for estate 

planning, 25-26
Life insurance

and charitable gifts, 60-61; chart,
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and estate planning, 28
and probate fees, 27 
in financial planning, 16-17

Life insurance companies
GICs, 46-49
segregated funds, 49-50

Limestone Learning Foundation, Kingston, 
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ODSP (Ontario Disability Support 

Program), 31
Powers of attorney, 18

financial management, 24

personal care, 24
Prenuptial agreements, 33
Probate fees 
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and life insurance, 27
and multiple wills, 27-28

Real estate not dealt with for 40 years, legal 
problems, 67-68

Registered Retirement Income Funds 
(RRIFs) in estate planning, 29-30

Registered Retirement Savings Plans 
(RRSPs) in estate planning 29-30

Retirement planning and life expectancy, 
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Risk levels
in investment portfolios, illustration, 47
of different types of investments, 

illustration, 48
Risk management in financial planning, 
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RRIFs (Registered Retirement Income 

Funds) in estate planning, 29-30
RRSPs (Registered Retirement Savings 

Plans) in estate planning, 29-30
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regularity of
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as investments, 49-50
guaranteed term investments, 50
in estate planning, 50

Spousal considerations in estate planning, 
32-33

Taxes
benefits of charitable gifts, 60-61
income, and joint ownership, 40-41, 

42-43
problems with joint ownership in estate 

planning, 38
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56-57
Team approach to financial planning, 
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You Can’t Take It With You, by Sandra Foster, 
24

Index  79



Susan M. Creasy, CLU, B.P.H.E., B.Ed.
A graduate of Queen’s University, Susan Creasy joined the insurance industry 
in 1980. Today, she owns Susan Creasy Financial Inc., a financial planning firm 
located in Kingston, Ontario. 

Throughout her career, Sue has been held in high regard by her peers in the life
insurance industry. In 1997, she was the first Canadian to be recognized by the Life
& Health Insurance Foundation for Education for her outstanding professionalism
and concern for her clients’ financial security. For 19 consecutive years, she has been
a member of the industry’s Million Dollar Round Table (MDRT) and is now a
Qualifying and Life Member. In 2006, she was named to the MDRT’s “Top of the
Table,” a milestone achieved by only 4% of its membership worldwide. She has also
completed a term as chair of the board of directors of the MDRT Canadian
Charitable Foundation, an organization funded with generous financial gifts from
insurance professionals. 

Much of Sue’s success can be attributed to her entrepreneurial spirit. Innovative,
creative and open to new ideas, she has excellent relationship-building skills.
Clients choose to do business with Sue primarily because of the level of trust she
develops with them, and that trust is reflected in the two and three generations of
families in her client base. 

Actively involved in the Kingston community, Sue is a founding member of the
Kingston Women’s Network and is a strong supporter of the community at large,
giving generous amounts of her time to a variety of causes and charitable efforts. In
1999, she received the Cataraqui Rotary Club’s Paul Harris Award and was named
The Kingston Whig-Standard’s “Women in Business Cover Award Winner.” She has
served as chair of the CNIB Kingston District Endowment Committee and was 
president of the Frontenac Children’s Aid Society for two years. As chair of the
highly successful Rose of Hope Charity Golf Tournament in 2004 and 2005, she
helped raise more than $184,000 for equipment at the Kingston Regional Cancer
Centre and for Breast Cancer Action Kingston, and she continues in that capacity 
in 2006. Presently, she is a member of the board of directors at Kingston General
Hospital.

Sue is also a member of the board of directors of the Limestone Learning
Foundation, a charitable foundation that has funded hundreds of projects at schools
in the Limestone District School Board. In the spring of 2001, the Limestone
District School Board presented her with its Outstanding Service Award. Sue’s 
interest in education extends to time in the classroom as well; for the past 14 years,
she has taught business programs to students at Perth Road School. 

An active member of the Cataraqui Golf and Country Club, Sue and her two
children, Rebecca and Jack, make their home near Inverary, just north of Kingston.




