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Overview of this year’s Update 

• Based on discussions with the membership and the 
Board, a new approach has been taken this year 

• Each of six sections consists of some key articles, 
plus an executive summary 

• The exception is the Retirement Update 
• Each section is followed by some multiple choice 

questions 
 



Our presentation 

• John and I will briefly review the key issues in each 
of six sections – the economy is excluded 

• We are looking for your input in: 
– What are you looking for to help you do your 

job? 
– Is this information helpful? 
– What could we do to add value in 2013? 



Retirement Planning 



• The Prime Minister’s comments in Davos 
• The March 29 Budget 
• Age of eligibility gradually increasing from 65 to 67, 

starting in April 2023 
• No impact on anyone aged 54 or older as of March 31, 

2012 
• Option to defer the OAS starting on July 1, 2013 
• Increase will be .6% per month to age 70 

Proposed Changes to the OAS 



• The end product of the Federal and Provincial Finance 
Ministers’ deliberations 

• Providing a new, accessible, straightforward and 
administratively low-cost retirement option 

• Suitable for both small employers and the self-employed 
• Large pooled pension plans 
• Will require introductory legislation at the Provincial 

level 
• So far only Quebec and the Federal jurisdiction are 

moving on this 

Pooled Registered Pension Plans 



Derisking Pension Plans 
• A major consideration for Defined Benefit Plans 
• Can be achieved through 

– Investment strategies 
– Funding methodologies 
– Plan design 

• In a recent Towers Watson survey 
– 92% believe there is a funding crisis 
– 72% believe that employees are more concerned 
– Over 70% of DC/CAP sponsors fear that litigation will 

increase 

• This is a big issue for your clients 



Questions for planners 
 

• Are there concerns among your clients that the OAS 
clawback threshold may be reduced or frozen in the 
future? 
 

• How do you modify your financial plans to recognize the 
uncertain future of some RPPs? 
 

• What other major retirement planning issues are your 
clients facing in 2012? 

 
 



Income Tax Update 



• Old Age Security (Already covered) 
• Registered Disability Savings Plans: 

– Plan holders 
– Proportional repayment rule 
– Rollover of RESP investment room 

• Retirement Compensation Arrangements: 
– New prohibited investment and advantage rules 

• Employees Profit Sharing Plans: 
– A special tax on “excess EPSP amounts” made to 

“specified employees” 

 

Federal Budget 2012 – Jamie Golombek 



• In this article, written in February 2012, Jamie 
discusses: 
– Tax-free growth in RRSPs 
– The effect of changing tax rates on payouts from RRSPs 

and RRIFs 
– The role of TFSAs 

• He concludes: 
– In nearly all cases, no matter your tax rate now or in the 

future, RRSP or TFSA investing should be an integral 
part of your retirement plan. 

 

Just do it! – Jamie Golombek 



 
• FATCA was implemented in 2010 
• Impacts on the monitoring of individual U.S. 

Taxpayers’ non – U.S. assets 
• This could include; RPPs, RCAs, DPSPs, RRSPs, 

PRPPs 
• Draft regulations were released in February 2012 
• The U. S. will require reporting by U.S. taxpayers 

 
 

 

Foreign Account Tax  Compliance Act 



Questions for planners 
 

• Have you already had discussions with your clients re the 
RDSP, RCA and EPSP changes outlined in Jamie’s 
budget summary? 
 

• Is FATCA compliance an issue in your practice? 
 

• What other major tax issues are your clients facing in 
2012? 
 



Financial Planning 
Update  



The Secret Fears of the Wealthy – Grant Shorten 
 

• Fear of losing their wealth 
• Fear of losing their current income 
• Fear of the single devastating event 
• The strategic fear discussion: 

– The high-net-worth investor will virtually never approach you 
to share their innermost fears 

– One of the greatest services we can provide is to 
empathetically uncover their secret fears, openly legitimize 
them, and then address them directly! 



 
• In this article, written in October 2011, Jamie 

discusses why small business owners may prefer 
dividend over a bonus 

• His analysis includes: 
– Small business deduction income 
– Active Business Income (Not eligible for the SBD) 
– Other issues 

• His charts reflect the impact of varying tax rates in 
different Provinces 
 

Bye Bye Bonus! – Jamie Golombek 



 
• Driven by demographics and the decline in DB 

Pension Plans 
• The strategy must address the major risks of 

retirement 
• Spectrum of products from annuities to balanced 

pooled funds 
• The process of selection involves several steps 
• A major complication arises from the CAP 

guidelines 
 

The shift to De-accumulation – William Jack 



Questions for planners 
 

• Are there sufficient tools available to help you address 
the alternative strategies for de-accumulation? 
 

• Have you experienced the “secret fears of the wealthy”, 
as described in Grant’s article? 
 

• What other broad financial planning issues are your 
clients facing in 2012? 
 



Practice Management  



Five Primary Demands of the Wealthy 
 

 
• Complete Objectivity 
• Full Transparency 
• Competitive Advantage 
• Defined Process 
• Brilliant Service 



Questions for Planners 
 
• The CIFPs would expect these attributes at any rate.  

Should they be formally enshrined? 
 

• Can we discuss the elements of process and competitive 
advantage for a moment, please? 
 

• What sorts of things can be done to ensure objectivity 
and transparency? 
 
 



More Specific Questions… 

• What will the mandatory disclosures be?  Should these 
go beyond licensing bodies e.g. Letter of Engagement? 
 

• What specific obligations should we enshrine that go 
beyond licensing e.g. Additional disclosures re: conflicts? 

 
• Are there things that should be enshrined that go 

beyond the (non-exhaustive) ‘usual suspects’ of 
disclosure, confidentiality, due diligence, etc.?  



Investment  
Planning 



Risk Factors in Fixed Income 
 
 

• Real rates of return 
 

• Inflation 
 

• Economic credit 
 

• Exchange rates 
 



Asset class or geography? 
 

• A similar concern has to do with globalization.  It seems 
the ideas pout forward by David Riccardo many years 
ago regarding specialization are becoming increasingly 
relevant. 
 

• To the extent that the world is ‘going global’, should 
planners help clients to construct portfolios that are 
concentrated, diversified by geography or diversified by 
industry?  



The importance of Product Cost 

• If we are indeed moving to (already in) a low-growth 
paradigm, cost will likely be more important than ever. 
 

• Should there be a best practice to require clients to sign-
off regarding expected product costs? 
 

• What about independence projections?  Should we add 
disclaimers regarding the impact of cost on expected 
terminal wealth? 



The end of growth as we know it 
 
 
Some commentators are of the opinion that growth is not 
likely to continue at historical levels.  Should our 
assumptions reflect this possible outcome?  Should we 
disclaim our projections even more aggressively in light of 
this increasingly prevalent viewpoint?  



Questions for planners 
• Should we be required to pro-actively disclose not only 

product costs, but also the impact of those costs?   
 

• Should we be required to explain product decisions 
within the context of planning decisions?  E.g. questions 
of persistence, reliability and terminal wealth 
 

• Where an embedded compensation structure exists, are 
there additional disclosures that might be warranted?  
Are the ‘unavoidable conflicts’ referenced in CRM likely 
to be an impediment to doing business? 
 



The role of Behavioural Finance 

• Dalbar’s most recent study shows annualized returns at 
9.14% with average investor returns at 3.83% over the 
same period.  What can we do to correct this trend? 
 

• Daniel Kahneman’s Thinking Fast and Slow is a new 
resource on the subject (released in autumn, 2011) 

 
• If “perception is reality”, how can we help clients to 

perceive things in ways that provide focus and discipline 
to their investment decision-making? 



Insurance  
Planning 



Charitable Donations 
• Canadians are becoming increasingly philanthropic by 

using insurance policies to actualize their gifting 
 

• Giving via life insurance may have benefits to the 
recipient, although these structures are not always as well 
known by potential donors.  Still;, charities must 
understand the rules associated with insurance gifts 
 

• The two main categories are charitable organizations and 
charitable foundations.  The 80% disbursement quota 
has been repealed. 



Considerations 

• The basic rule is that the tax credit is available for up to 
75% or a donors annual net income and the FMV of the 
policy is a matter of fact. 
 

• Meanwhile, the amount that can be gifted in the year of 
death or the preceding year is 100% of net annual 
income, so there is some room to plan. 
 

• Do you generally ask your clients about charitable gifting 
when reviewing their estate plans? 
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