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Pension Values and Dividing Your Pension for Separation and Divorce
January 2024

Pensions are marital assets to be divided – using the correct pension valuation

What are pensions and how should they be valued for separation and divorce purposes? This is an issue not well understood among legal and financial professionals, and while I am not a pension valuator, I hope to bring some clarity to common areas of misunderstanding, specifically the difference in values offered by the employer and that by an independent actuary. As a financial professional working with lawyers, accountants and clients in Prince Edward Island, I believe getting the right pension valuation is crucial to reaching a fair settlement upon marriage breakdown.  Note that certain provinces may have special legislation governing specifically how pensions are valued for marriage breakdown, and my comments here may not be relevant.  Ontario is an example of such a province.

Pension assets typically include Registered Retirement Savings Plans (RRSPs) or Registered Retirement Income Funds (RRIFs), defined “contribution” pension plans, defined “benefit” pension plans and annuities. Other than the defined benefit pension plans and annuities, all of these plan values are an accumulation of savings or investments within an account. Their value is the amount for which you can sell the investment holdings, with a reduction for income taxes. However, a defined benefit pension plan differs because the pension to be paid is based on a formula, often a percentage of salary multiplied by the number of years of service. The pension will be paid from retirement until death. It may be indexed for inflation, and there will be other considerations such as death and survivor benefits, early retirement benefits, disability waivers, etc. As you would expect, there is no easy way to value such a pension, which is the present value of all payments to be received in the future.

First, know that defined benefit pension plans (but not CPP) are assets subject to division and are to be listed on your statement of net family property at fair market value at the valuation date (usually the date of separation).  These are not easily valued, and your accountant should not attempt it – you need an actuary.  Second, know that all pensions are subject to certain individual terms and conditions, which affects their value.  The valuation for marital breakdown purposes will be based on the value earned during marriage (and, in some provinces, may include common-law also).  The value of the pension related to pre- and post-relationship sill not be included.  Once the pension is valued, each person is entitled to one-half, which will be included on your statement of net family property.  Once you agree on who is going to keep what, someone will need to make an equalization payment to the other person.  For example, if a husband keeps his pension worth $600,000 (after taxes), and a wife keeps the house worth $500,000, and they have no other assets, then the husband will need to pay the wife $50,000 to equalize their assets at $550,000 each.

You and your ex-spouse determine will need to determine how to make the payment to equalize your net family property.  This may require you to transfer part of your pension value to the other spouse.  In my example above, the husband has no other assets, so he may need to transfer $50,000 of his after-tax pension value to his wife.  However, provincial pension legislation and the terms of the pension plan need to be considered.  Some plans can transfer a one-time lump sum payment to a locked-in RRSP for your spouse, but this will be subject to an upper limit.  Any additional money, if needed, will need to come from your other assets.  Other plans can allow spouses to divide the future monthly pension payments, and will not transfer a lump sum.  If this were the case in my example, a portion of the pension plan (i.e., $50,000 of value) may need to be used to set up a new pension plan for the ex-spouse.  Other plans will allow either/or method for settlements.  More on this below.

I find that most employees prefer to keep their pensions intact, and to avoid any kind of division by their employer.  However, that is often not possible because they are very valuable assets.  I have seen pensions valued at $800,000, and transfer of $400,000 to the ex-spouse using other assets is a challenge for most people unless there are valuable assets being kept by the other spouse.  You should also know, as noted above, that the pension valuation is calculated after deducting the present value of expected future income taxes, which is similar to other taxable assets, such as an RRSP.  Any assets used as settlement must all be considered on an after-tax basis.  If the equalization payment required is $50,000, and it is being settled by an RRSP/pension transfer, the pre-tax RRSP/pension amount may be $70,000.  The actual amount will depend on individual tax rates.  Now, some discussion on the valuation.

There are two common types of pension valuation – a value for employment termination and a value for marriage breakdown.

The value for your separation will be an amount based on the pension earned during the years you and your spouse were together.  You will need to obtain legal advice to discuss the impact of a common-law relationship that existed prior to your marriage.  Provincial family laws and pension legislation varies with respect to property rights regarding common-law and  marriage.

You need to ensure the correct method is used for your separation calculations.  Pension valuators, particularly actuaries, are trained to prepare pension valuations, and are provided with guidelines by the Canadian Institute of Actuaries to do so. You can review their website at www.cia-ica.ca on which they explain the complexities of the calculations, and I recommend a review of their FAQ (frequently asked questions) section. Of course, provincial legislation and/or court decisions may dictate how a particular pension must be valued, limiting the usefulness of my comments in this article.

If you ask your employer for a pension value because you are separating, the value determined by the employer is called a “commuted” value, and also known as a “transfer” or “termination” value. This value is normally calculated to determine the amount to which an employee is entitled assuming he or she is ceasing employment. Entitlements of a pension member that occur after marriage breakdown, such as early retirement rights, CPP bridging benefits, and inflation adjustments, have a value for family law purposes but may or may not be included for employment termination purposes. When you think about it, some of these benefits disappear on termination, but not on marriage breakdown. The Canadian Institute of Actuaries (CIA) sets out the guidelines for calculating commuted values in Section 3500 of their Standards of Practice. Section 4500 sets out the rules and assumptions to be used for determining the “capitalized value of pension plan benefits for marriage breakdown.” The two valuations are usually different, with either one being higher or lower depending on the pensioners’ circumstances and the terms of the particular plan.  Again, certain provinces may have legislation setting out how pensions are valued, as does Ontario.

The “valuation” of the pension must not be confused with the “method of division” allowed by legislation. I touched on this topic above.  Once the valuation is determined, the transfer of the pension value from the employee to the spouse can be done by transfer of an equivalent amount of non-pension assets or, if permitted by legislation, by transfer of the pension assets themselves. However, there may still be a difference that would need to be settled using non-pension assets.  For example, the federal government, the Treasury Board Secretariat will provide a “transfer value” of an employee’s pension entitlement in accordance with the Pension Benefits Division Act.  The spouses then have the option of transferring any portion of this maximum transferable amount to a locked-in retirement vehicle of the non-employee, or by settling the obligation with a transfer of other family assets outside of the pension plan. In contrast, in some plans, the non-employee spouse has the same choices, but also has an option to become a limited participant of the pension plan and receive a future pension.

Remember, even though you request a valuation from your employer for divorce purposes, this does not mean that the pension is valued using the CIA Standard 4500.  It is likely a commuted value.

When reviewing a pension valuation, obviously it is important that the valuator has employed the proper standards. Of course, within the standards, there are still variances that can occur, and legal counsel will need to assess the fairness of assumptions chosen, such as the choice of retirement age, the recognition of non-contractual inflation protection, the appropriateness of income tax rates, etc. The valuator may present alternative valuations (e.g. at different retirement ages), and the appropriate choice will need to be made based on the particular circumstances of the separating couple.

In conclusion, a pension can be worth tens or hundreds of thousands of dollars, and it typically costs less than a thousand dollars for an actuarial valuation, and professional fees to argue over an informal value will quickly add up to more than that.   The difference between the employer’s value and the value determined by an actuary for marriage breakdown value is often thousands of dollars, and could be higher or lower depending on the pensioner’s personal circumstances. Be sure you have the right valuation before concluding an agreement on equalization of net family assets if you want fairness to both parties. For more information, speak to a qualified pension valuator or an actuary and ask questions about the cost and impact a valuation could have on your situation. Your financial or legal professional may be able to provide you with a reference, or you can try contacting the Canadian Institute of Actuaries.  While I cannot guarantee the services of any other professional from a liability perspective, I have worked with Jamie Jocsak of BCH Actuarial Services Inc. in Ontario, who you may wish to consider as one possibility if you are looking for a pension valuator. (As for any other links on my web site, I receive no compensation for this reference.)
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Medical Expenses and Taxes – What Can You Claim?
January 2024

You may claim a tax credit for medical expenses when preparing your income tax return. How much is it worth to you? What qualifies as a medical expense? In my 45 years of doing tax returns, I consider the medical expense credit as the most common tax credit under-claimed by taxpayers, especially the mileage claims, out-of-province travel insurance premiums and assisted living costs for infirm residents.  Although this article is quite complex, we hope it is easier to read than the Canada Revenue Agency  Income Tax Folio – S1-F1-C1 available to you free from the Canada Revenue Agency  (CRA).  I also recommend their publication RC4065, Medical Expenses.  See the CRA Folio index for other medical and disability information.  If you pay someone to do your tax return based on time, read this article on how to Organize your Medical Receipts to save them time in trying to figure out all of your receipts.

If you have missed claims in past years, you are allowed to amend prior year returns for up to 10 calendar years after the error or omission.

First of all, you can only claim medical expenses after they exceed a certain amount. This threshold amount for the federal part of your tax return (Schedule 1) is either 3% of your net income as reported on your tax return, or $2,635 in 2023 ($2,759 in 2024), whichever is lower. For example, if your net income on your tax return is $40,000, you can deduct expenses in excess of $1,200. If your income is over $87,833 in 2023, you can claim any amount over $2,635. Provincial thresholds vary.  For example, for P.E.I. residents, the 3% formula is the same, but there is a different threshold.  For many years, the threshold has been $1,678 for P.E.I., which means that if your income is over $55,933, you can claim any amount over $1,678.  If you are preparing your tax return and you do not qualify to claim expenses on a federal basis because the amount is too low, remember to look at the provincial form also.

The medical expense is deductible based on when it was paid, not when the service was performed. If you pay a bill late, or by instalments (such as many parents do for large dental bills), your tax savings may be reduced. Your tax savings for medical expenses will be the amount of medical claim multiplied by the lowest federal rate of 15%, plus your provincial tax rate.  This will be approximately 20% to 25% of your qualifying expenses. For example, in P.E.I., if you pay $2,000 of medical costs, but the first $1,200 are not deductible, then the $800 that you can claim will save you tax of about $200 (15% + 9.8% = 24.8% of $800).  For certain low income taxpayers, the medical claim may result in a refundable tax credit, meaning that a tax refund is issued even if you have no taxes payable.   You may claim medical costs for you, your spouse or common-law partner or a dependent relative, which may include a child, grandchild, parent, grandparent, brother, sister, uncle, aunt, niece or nephew. I discuss dependants further below.

Note that medical costs for cosmetic procedures will not qualify unless required for reconstructive purposes. These non-qualifying costs include teeth whitening, hair replacement, liposuction and botulinum injections. Other costs that do not qualify include over-the-counter medications, non-prescription birth control devices, vitamins and supplements, health foods, emergency personal response systems and blood pressure monitors. Common expenses that qualify as medical expenses are listed below. In some cases, you need a prescription, and in other cases, you do not.  When in doubt, contact the Canada Revenue Agency for clarification, or visit the Canada Revenue Agency Web page discussing medical costs. Also, to help you organize your receipts, see my article titled Organize your Medical Receipts – Reduce Your Tax Preparation Fee.

	Payments for prescriptions, minus any amounts refunded by a health insurance plan;
	Premiums paid to a health insurance plan – whether paid privately or deducted from your wages.  Do not include life or disability premiums, only the medical, dental and vision;
	Premiums paid for travel health insurance, such as out of country coverage;
	Payments for vision care, such as checkups, eye glasses, contact lenses or eye surgery;
	Payments for hearing aids, as well as hearing aid batteries (no prescription required);
	Payments for dental work, including checkups, cleaning, surgery and other procedures;
	Payments to qualified medical professionals. A publication by the Canada Revenue Agency (Income Tax Folio – S1-F1-C1 ) provides a sample list of professionals. Do not rely on this list because, as their publication states, the correct definition depends on “the laws of the jurisdiction”. Go to the CRA web site listing of authorized medical practitioners by province or territory for a list of qualified medical professionals for each province. For example, in some provinces, fees paid to a podiatrist, a massage therapist or a naturopathic doctor will not qualify.  However, these can change at anytime, so check annually.
	Payment for attendant care for a patient who has a severe and prolonged mental or physical impairment.  Depending on your situation, you will need either a doctor’s letter or a Disability Tax Credit Certificate.  See the CRA publication, RC4065, Disability-Related Information.  Generally speaking, if a person qualifies for the disability credit, then you can claim either the disability credit or the attendant care fees for full-time care in the person’s home or for a nursing home, but not both. Note that the Income Tax Act, in paragraph 118.2(2)(b) and (c) says “remuneration for one full-time attendant”, but that phrase also includes multiple people providing care, not just one round-the-clock person.  CRA folio S1-F1-C1, starting at paragraph 1.31, provides more detail than I provide here. In addition, CRA states online in their description of tax return lines 33099 and 33199 for attendant care, “We consider care to be full-time when a person needs constant care and attendance.” A retirement residence, community care home or assisted living facility is not a nursing home.  All costs for a nursing home can be claimed, if applicable, but for people living elsewhere, only salary and wages paid for attendant care will qualify.  There are exceptions to this “either/or” rule.  If you are living at home or in a retirement home, then ITA paragraph 118.2(2)(b.1) in combination with ITA subsection 118.3(c) comes into play.  You can claim the disability credit and the attendant care fees where you claim only salaries and wages for the attendant, and claim no more than $10,000 of these salaries and wages ($20,000 in year of death).  If you pay wages, for example, of $15,000, you can choose to claim only the attendant care, only the disability credit, or $10,000 of wages plus the disability credit. For care paid directly, such as in your own home, you would know these figures.  Where you are claiming attendant care for an assisted living facility, that facility would need to provide you with a breakdown of their fees to allow you to determine the eligible amounts.  I have a more extensive discussion of these rules an my article titled  Caregivers of Parents and Tax Deductible Expenses.  While that article relates to caregivers, the medical descriptions are applicable to you or other dependants.  See the heading, “Attendant care and nursing home costs are medical expenses” in that article.  Finally, patients being cared for in a group home or at a training school may claim both the disability credit and attendant care expenses, if they qualify for both. See  RC4065, Medical Expenses for details and examples about this complex deduction.
	Payment for the cost of full-time care in a nursing home for a patient who has a severe and prolonged mental or physical impairment. To qualify as a nursing home, there must be appropriately qualified medical personnel in attendance in sufficient numbers on a 24-hour basis. Receipts from the nursing home and a certificate from a medical practitioner (a medical doctor or a nurse practitioner) are required to support a claim for an expenditure of this nature. A letter is sufficient from a  medical practitioner when a patient’s mental capacity is the only issue.  Otherwise, a  Form T2201, Disability Tax Credit Certificate is required, i.e. for mental or physical incapacity.  See the CRA publication, RC4065, Disability-Related Information.  Costs for a community care facility may qualify as a payment for a “full-time attendant” if the institution will not qualify as a nursing home.  Also, see my article on Caregivers of Parents and Tax Deductible Expenses  for more information.
	Travel to a location that is at least 40 kilometers away in order for the patient to receive medical services. This includes travel expenses for one individual to accompany the patient as long as the patient has been certified by a medical practitioner as being incapable of travelling without an attendant. See more details on qualifying travel expenses below.
	Cost of purchase or rental of medical appliances, such as crutches, hearing aids and hearing aid batteries, wheelchairs, artificial limbs, products required because of incontinence, ileostomy or colostomy pads including pouches and adhesives used for the same purpose, compression stockings, etc.  Medical prescriptions may be required for some of these items, but not all of them.  See the CRA Guide RC4065, Medical Expense to determine which items need prescriptions.
	Under certain circumstances, the cost of house renovations, chair lifts, moving costs, special vehicles, etc. for individuals with mental or physical disabilities.  Again, I refer you to my article on Caregivers of Parents and Tax Deductible Expenses for a description.


A special “disability supports deduction” also exists for attendant care and long-term disabilities that differ from the medical expense credit, which should be investigated if the circumstances warrant it. This credit is available for personal attendant care and other disability supports expenses that allowed you to go to school or to earn certain income.  See the CRA publication, RC4065, Disability-Related Information.

Travel Costs for Medical Purposes

Patients must often travel to obtain their required services, and special rules relate to travel expenses that can be claimed. First, the travel must be at least 40 kilometers. Then, in order to qualify, equivalent medical services must be unavailable within the patient’s locality. Travel costs must be paid to a person engaged in the business of providing transportation services if one is readily available; otherwise, reasonable expenses incurred for operating a vehicle are accepted. A “per kilometer” amount may be claimed for actual automobile expenses based on a prescribed rate set annually by the government. For PEI, in calendar year 2023, it is 56.0 cents per kilometer; such rates are announced in mid to late January of the following year.  See the CRA web site for current prescribed rates.

For travel at least 80 kilometers away, other reasonable travel expenses may be claimed such as meals and accommodation for a patient and, where certified medically necessary by the doctor, for an accompanying individual. Receipts must be retained for accommodations, but a flat rate may be claimed for meals. This flat rate for 2023 is $23.00 per meal to a maximum of $69.00 per day.  For many years prior to 2020, it was $17.00 per meal, to a maximum of $51.00 per day.  This information is also available on the web site for current prescribed rates.  Amounts paid for lodging must be necessary because of the distance travelled, or because of the condition of the patient, and not solely for the sake of convenience.

Claims for Dependants

Who is a dependant? Based on Canada Revenue Agency published interpretations:

Generally, a person will be dependent for support on an individual if the individual has actually supplied necessary maintenance or the necessities of life, to the person on a regular and consistent basis. For example, when an elderly parent who is not wholly self-supporting because of mental or physical infirmity lives with a married child, and the child provides the necessary food, lodging, clothing, medical care, etc., the parent may qualify as a dependant of that child. In general terms, support involves the provision of the basic necessities of life such as food, shelter, and clothing. A person may be confined to a hospital for all or substantially all of the year because of mental or physical infirmity and the cost of hospitalization is paid by a provincial government. The latter fact, in itself, does not necessarily mean that the person was not supported by an individual. If expenses such as clothing, comforts, and medical premiums were paid by the individual (e.g. child) on those occasions when the dependant (e.g. parent) was able to be out of hospital, then, ordinarily, it is recognized that the individual supported that person.

 


In Technical Interpretation 2010-0381211I7, CRA clarifies that support must deal with provision of the basic necessities of life such as food, shelter and clothing, and can be financial or non-financial.  They state, “financial support” would involve money to acquire the basic necessities and the term “non-financial support” would refer to directly providing such things as shelter, clothing and food.  The nature and degree of the actions or contributions in each case will determine whether they constitute “support” of another person. However, they state that support does not include “visiting the dependent each day, providing moral support, preparing a meal and doing the person’s laundry and/or shopping.”

What can be claimed? First, medical costs for minor children are combined with those of the parents. For other dependants, you must know that dependant’s net income. You may claim expenses that exceed 3% of that dependant’s income (or above the limits as set earlier) on your tax return.  If your dependant qualifies for the disability tax credit and does not need that credit to eliminate their own income taxes, the unused portion of the credit can be transferred to you for use.

Claim Period

You may claim medical expenses on your tax return for any 12-month period ending in that year. Most people use the calendar year, but that is not necessary. For example, for 2023, if you wanted to do so, you could claim expenses paid from January 2, 2022 to January 1, 2023, which is 12 months. On the other hand, you could claim July 1, 2022 to June 30, 2023, or any other combination of 12 months. Look for the time frame with the biggest expenses, but also consider your expectations for the following year.  If you claim only part of the expenses on a particular day because you have eliminated all of your taxes, you can include that particular day again next year, as long as you never exceed a 12-month period and do not claim the same expense twice.  This sometimes happens when claiming nursing home costs, which are large expenses paid on a particular day.  If you missed some expenses in a prior year, you have up to ten years to ask for a correction.

Of course, I wish you and your family the best of health so you never have a deduction.  If this article was useful to you, or if you have suggestions, a brief email to me from my contact page would be helpful to know whether I should continue publishing it.
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Caregivers of Parents and Tax Deductible Expenses
January 2024

Introduction

Do you have aging parents who are need help, physically or financially, to look after themselves? Are you caring for them (i.e. are you a caregiver)? Will you or your parents be faced with the costs of nursing care, home renovations, and other medical needs? Monthly nursing home costs or full-time in-home care can easily escalate to tens of thousands of dollars per year, along with other medical and caregiving costs. When dealing with expenditures of this magnitude, you should know which costs are deductible for tax purposes, not only for your parents but also for you. Remember, you can to back 10 years to correct errors and omissions (although some of the tax credits differed before 2017).  If you are reading this article on my website, you can obtain more details by clicking on the linked headings and phrases.  Warning: This is a complex article – one read through will not do it.

Tax credits available to your parents

The purpose of this article is to review the tax credits available to you as a child supporting your parents. Many of the same credits are available for other family members but that is not the topic here.  For more information on what medical and disability credits are available, see the Canada Revenue Agency (CRA) publications RC4065, Medical Expenses and RC4064 Disability-Related Information.  Review the CRA website to see common tax benefits, deductions and credits available to seniors.  If you live in PEI, you may also like my article on Long-term Care Financial Assistance in PEI.

Tax credits available to you for taking care of your parents

If you are caring for your parent(s), even if they are not living with you, there are a number of credits that you may be able to claim on your tax return. These may include the Canada Caregiver Credit for an infirm parent, a transfer of your parent’s unused Disability tax credit, an Eligible dependant credit if they live with you, medical expenses you must pay on their behalf, or home accessibility (renovation) expenses. There are distinct criteria for eligibility to claim these credits, one of which is that your parent must be dependent on you, i.e., you must support your parent. I will review the federal credits and income thresholds here. In certain cases, there are corresponding provincial credits, but the amounts, thresholds and conditions to be eligible may differ.

Before you start, consider the answers to these questions:

	Is your parent living with you?
	Is your parent infirm or disabled?
	Is your parent dependent on you to provide them with the basic necessities of life, such as food, shelter, and clothing, either physically or financially?
	What amount of net income does your parent have on their tax return on line 23600?
	Is anyone else in your family or living in your household claiming the same credit for your parent or someone else in the household?


The following table lists credits that may be available to you as a supporting person, some directly to you or some that can be transferred from your parent if they do not need them.

		Amount for an Eligible Dependant	Canada Caregiver Amount	Transfer of Disability Amount	Medical Expense Paid	Home Accessibility Expenses Tax Credit	Multi- Generational Home Tax Credit (Refundable)
	Tax return line	 #30400	#30450	#31800	 #33199	 #31285	#45355
	Must parent be dependent?	Yes	Yes	Yes	Yes	Yes	No
	Must parent be living with you?	Yes	No	No	No	Depends on homeowner	No
	Must parent be infirm?	No	Yes	Yes	No	If < 65	If < 65
	Is amount shareable	No	Yes	Yes	Yes	Yes	Yes
	Based on parent’s net income?	Yes	Yes	Yes	Yes	No	No
	Federal or both federal and provincial (but with differing amounts)	Both	Both	Both	Both	Federal only	Federal only


For some credits, the parent need not be living with you, but they still must be supported by you, which is often difficult to establish if they have their own residence.  See the discussion below.

The “amount” of the claims discussed are not your actual tax savings.  Typically, these amounts are multiplied by the lowest income tax rate, which is 15% for federal credits, to determine your tax savings.  Where a province has a similar credit, that province’s low tax rate will apply to the amount of the provincial claim.

Do you support your parents (i.e., are they dependent on you)? 

You likely support your parents in many ways, but do you qualify based on CRA’s criteria? CRA has published the following comment in their online tax folio, S1-F4- C1, Basic Personal and Dependant Tax Credits:

1.19 Whether an individual supports another individual is a question of fact. A person is generally dependent for support on an individual if the individual has actually supplied necessary maintenance, or the basic necessities of life to the person on a regular and consistent basis. The basic necessities of life are generally understood to include food, shelter and clothing.

The following two paragraphs of guidance were extracted from other interpretations published by the CRA, particularly the cancelled Interpretation Bulletin IT-513.

Generally, a person will be dependent for support on an individual if the individual has actually supplied necessary maintenance, or the necessities of life, to the person on a regular and consistent basis. For example, when an elderly parent who is not wholly self-supporting because of mental or physical infirmity lives with a married child, and the child provides the necessary food, lodging, clothing, medical care, etc., the parent may qualify as a dependant of that child.

In general terms, support involves the provision of the basic necessities of life such as food, shelter, and clothing. A person may be confined to a hospital for all or substantially all of the year because of mental or physical infirmity and the cost of hospitalization is paid by a provincial government. The latter fact, in itself, does not necessarily mean that the person was not supported by an individual. If expenses such as clothing, comforts, and medical premiums were paid by the individual (e.g. child) on those occasions when the dependant (e.g. parent) was able to be out of hospital, then, ordinarily, it is recognized that the individual supported that person.

CRA also states in paragraph 2.31 of folio S1-F1-C2, Disability Tax Credit:

Where the eligible person with a disability was in receipt of social assistance or any other type of financial or non-financial support, the supporting individual must be able to show that the other assistance was insufficient to fully meet the basic needs of the eligible person with a disability and that the person had to rely on the additional support provided by the supporting individual.

In Technical Interpretation 2010-0381211I7, CRA clarifies that support must deal with provision of the basic necessities of life such as food, shelter and clothing, which can be financial or non-financial.  They state, “financial support” would involve money to acquire the basic necessities and the term “non-financial support” would refer to directly providing such things as shelter, clothing and food.  The nature and degree of the actions or contributions in each case will determine whether they constitute “support” of another person. Paying certain expenses occasionally will not make the person a dependant; regular assistance would be required.  They state that support does not include “visiting the dependent each day, providing moral support, preparing a meal and doing the person’s laundry and/or shopping.”  Therefore, such actions would not entitle an individual to receive, for example, a transfer of the disability tax credit from the person they are helping.

The most common amounts you may be able to claim for your parent are discussed below. The same credits are often available other dependants also, but this article is about your parents. The key characteristics are summarized in the table above. Amounts that can be claimed are normally subject to income thresholds over which tax savings are reduced or eliminated.

1. Amount for an eligible dependant  (line 30400) 

This is the credit that is most frequently used by single parents supporting a child, but the rules are the same for parents.  To be eligible to claim the eligible dependant amount for providing care for a parent, all of the following criteria must be met:

	
	you do not have a spouse or common law partner,
	you maintain a dwelling in which you and your parent ordinarily reside, and
	you support this person as a dependant.





For this credit, your parent’s income must be below a prescribed limit, which will be adjusted each year. In 2023, for most taxpayers, the maximum claim for the parent is $15,000 (for 2024, it will be $15,705) and will be reduced dollar for dollar by your parent’s net income on his or her tax return.  For those in the highest federal tax bracket of 33%, the maximum claim is lowered to $13,520 (2024 – $14,156).

Only one claim per household is allowed make a claim for this credit, even if there is more than one dependant and even if other household members are not related.

2. Canada Caregiver Credit  (Line 30450)

If at any time during the year, if your parent was dependent on you because of an impairment in mental or physical functions, you may be able to claim the federal “Canada Caregiver Credit.  Only one Canada Caregiver Credit can be claimed for the same dependant, but that credit can be shared by more than one caregiver as long as the maximum limit is not exceeded.

Certain provinces have their own caregiver credit, and, for some, your parents may not need to be infirm.  For example, the P.E.I. caregiver amount for 2023 excludes the impairment requirement for your parent or grandparent if they were age 65 or older. However, for this PEI credit, the parent must be living in the same household.

The CRA may ask for a signed statement from a medical practitioner showing when the impairment began and how long it is expected to last. If your parent has a disability certificate, this will suffice; however, the conditions needed to get a disability certificate are more onerous than getting a letter.  Your parent’s need for assistance due to mental or physical issues must be set out by your medical practitioner. Your parent does not need to live with you.  My experience is that this dependency requirement is difficult to satisfy if the parent is not living with you and you are not paying for their expenses.  However, if they had lived with you for part of the year, and then moved out, there is a better likelihood of having a claim because of the dependency while they were in your home.

For this claim, your parent’s income must be below a prescribed limit, which will be adjusted each year. In 2023, the maximum claim for the parent is $7,999 (2024 – $8,375). It will be reduced dollar for dollar after your parent’s net income on their tax return exceeds $18,783 (2024 – $19,666).  This means your parent’s income will need to be less than $26,782 in 2023 (2024 – $28,041).

If the Amount for an eligible dependant is being claimed for the same parent, the calculation differs. In that case, there is a multi-part calculation:

	You calculate the eligible dependant amount, which is $13,520 in 2023 if you are in the highest federal tax bracket or $15,000 otherwise ($14,156 and $15,705, respectively, in 2024 tax returns);
	To this base amount, you add $2,499 in 2023 ($2,616 in 2024) for the infirmity;
	You now subtract the parent’s net income and reach a subtotal figure;
	If the subtotal amount you just calculated above is less than $7,999 in 2023 ($8,375 in 2024), then you can claim $7,999; otherwise, claim the higher amount.


3. Disability amount transferred from a dependant  (Line 31800)

If your parent has a Disability tax credit, and is unable to use it all themselves, then it can be transferred to a supporting person.  A Disability tax credit is available to a person with a severe and prolonged impairment in physical or mental functions that results in marked restrictions in performing normal activities of daily living. It is obtained by requesting a medical practitioner to complete Form T2201, Disability Tax Credit Certificate.  This form is then sent to CRA for approval, after which the individual is entitled to the credit for the period of time specified by the CRA.  If your parent has physical or mental impairment, please see the Canada Revenue Agency publication,  RC4064 “Disability-Related Information.”  Contact CRA, your tax preparer or your doctor with questions.  I recommend that you do not respond to promotional ads from companies who will take a portion of your entitlement for something that is usually a simple process.

To be eligible to claim a transfer of all or part of your parent’s disability amount of $9,428 in 2023 (2024 – $9,872), he or she must have lived in Canada at any time during the year and have been dependent on you because of mental or physical impairment.

While not necessarily living with you, you must be able to show that there was a dependency relationship as described earlier.   The amount, if any, of the disability credit transfer depends on your parent’s income because the credit must first be used by your parent to eliminate their own taxes. Only the balance is transferable.  The amount transferred can be shared by more than one supporting person.  If your dependant is claiming attendant care costs as a medical expense, there are limits imposed on using the disability tax credit.  Attendant care costs are described below.  If attendant care costs are claimed, you may not be able to transfer the disability tax credit.  For example, a person may claim up to $10,000 of attendant care expenses and the disability tax credit.  However, if a person claims over $10,000 of attendant care expenses, then no disability tax credit may be claimed, and it would not be transferable.

Generally, you would qualify for the disability tax credit transfer if you either:

	would qualify for the Eligible Dependant Amount, determined hypothetically as if you had not been married or living common-law and as if your dependent parent had no income, or
	would qualify for the Canada Caregiver Credit if your dependant had no income.


4. Medical expenses paid on a dependant’s behalf (line 33199)

You are eligible to claim medical expenses paid for a parent who lived in Canada at any time in the year and depended on you for support. They need not live with you but you must be able to prove dependency, as described earlier. You must have paid the medical expense yourself, and it is the date of payment that determines when it is eligible to claim. For you, your life partner and your minor children, the total medical expenses must exceed the lesser of an annual threshold amount (e.g., federally $2,635 in 2023 and $2,759 in 2024) and 3% of your net income before you can claim them.  Provincial thresholds differ (usually lower, such as $1,678 in PEI for 2023).

To claim medical expenses for your parents, the rules are a little different. First, it is only the amount in excess of 3% of your parent’s net income that you can claim, and you must have paid them. This is the same rule as for your children age 18 or over. The same expenses apply here as for your own medical. There is an extensive list contained in the Canada Revenue Agency publications RC4065, Medical Expenses and their Income Tax Folio S1-F1-C1 Medical Expense Tax Credit. You may also wish to refer to my publication Medical Expenses and Taxes – What can You Claim? which attempts to summarize the rules in a more simplified fashion.  There are many expenses often overlooked.  Be sure to claim travel costs, including mileage for travel of 40 kilometers or more in one direction, and mileage, accommodations, meals (a prescribed flat amount is available per meal), and other travel costs if over 80 kilometers.  Also, the cost of incontinence supplies, compression socks, breast prostheses, hearing aids and batteries, travel health insurance are examples of common oversights.

Home renovations may be medical costs

Certain home renovations are eligible as medical expenses for persons with mobility issues, severe respiratory conditions, and functional issues.  Examples (when needed health wise) include driveway access, a change in type of furnace, wheelchair ramps, widening halls and doorways, lowering cabinets, and so on.  Surprisingly, the same expenses can be claimed twice if they qualify for the Home Accessibility Expenses Tax Credit as discussed below.

Attendant care (caregiving), nursing home costs, and part of retirement home costs for disabled persons can be medical expenses 

Caregiving costs may qualify as “attendant care” medical costs.  If you are paying expenses for the care of your parent because he or she is infirm and cannot afford to do so themselves, you may also be able to claim certain attendant care, retirement home (community care) and nursing home costs as a medical expense. “Attendant care” expenses relate to wages paid to people for food preparation, housekeeping services, laundry services, health care, social activity programming, transportation and certain other costs. These wages may be a portion of a third party fee if you are paying an outside party or a retirement home for the services.  Costs of rent, food, supplies and home operating costs are not included in this definition.

 

 

Attendant care expenses can be:

	the cost of a person hired to help with care for your parent in the family home;
	a portion of the costs paid to a retirement home (the retirement home must provide a breakdown of their fees); and/or
	the full cost of nursing home.


To claim attendant care expenses for a retirement home (also commonly called community care home or assisted living facility), your parent will need a Disability Tax Credit Certificate (Form T2201) completed by their doctor or nurse practitioner and approved by CRA. If they are in a nursing home (full-time nursing care facility), you need either Form T2201 or a letter from a medical practitioner indicating that they need full time attendant care because of mental incapacity. The letter must certify that they are now, and for the foreseeable future will continue to be, dependent on others because of a lack of this mental capacity.

If they have a full‑time attendant at their own home, you need either Form T2201 or a letter from a medical practitioner indicating that they need a full-time attendant because they are and will be dependent on others because of mental or physical incapacity for a “long continuous period of indefinite duration”. Note that the Income Tax Act (ITA) in paragraph 118.2(2)(b) and (c) uses the phrase “remuneration for one full-time attendant”.  However, they have clarified the meaning to state that it includes multiple people providing care, not just one round-the-clock person.  In summary, for some situations you need Form T2201, and in others, either Form T2201 or a letter will suffice.  For the letter, the wording varies slightly depending on where your parent is living.

Attendant care costs may be payments to anyone age 18 or older except for a spouse.  An adult child is eligible to be the attendant.  A tax claim paid to an individual must be supported by a receipt showing the person’s social insurance number.  If the person is hired as an employee, instead of a self-employed contractor, the employer must withhold payroll deductions and abide by other employment legislation.

Generally speaking, if a person qualifies for the disability credit, then they can claim either the disability credit or the attendant care fees (but not both) for full-time care in the person’s home or for a nursing home (see exception below). A retirement residence, community care home or assisted living facility is not a nursing home. All costs for a nursing home can be claimed if applicable, including room and board, but only salary and wages paid for attendant care will qualify for people living elsewhere.

There is an exception to the either/or claim regarding the disability credit and the attendant care costs discussed earlier. If a person is living either in a private residence or in a retirement home, then ITA paragraph 118.2(2)(b.1) in combination with ITA subsection 118.3(c) comes into play.  A person can claim the disability tax credit and the attendant care fees where they claim only salaries and wages for the attendant, and they claim no more than $10,000 of these salaries and wages ($20,000 in year of death).  If they pay wages, for example, of $15,000, they can choose to claim only the attendant care, only the disability credit, or $10,000 of wages plus the disability credit.  For care paid directly, such as in their own home, they would know these figures. However, a retirement residence would need to provide a breakdown of their fees.  See RC4065, Medical Expenses as well as  CRA folio S1-F1-C1, starting at paragraph 1.31.  The RC4065 provides details and examples of attendant care, including a sample cost breakdown from a seniors’ residence. Of course, a person can only claim the Disability tax credit if they have a completed Form T2201 – a letter from a doctor is insufficient.

Because of the complexity of this area, I would like to review it again. If you are claiming the full cost of care in a nursing home, or if you are claiming the cost of a full-time attendant in your own home, you can claim either the disability credit or the attendant care costs, but not both. When living in a retirement home, you have two choices:

	claim the disability credit, and a maximum of $10,000 of attendant care expenses ($20,000 in year of death), or
	claim only the attendant care expenses.


If living in a nursing home, and you wish to claim only the part of the nursing home fees that are for attendant care wages (as provided to you by the home), then you have the same choices as noted above – you can claim the disability credit and up to $10,000 of attendant care costs.  However, other than possibly the first or last years in a long-term care home (which may only amount to a few months in that year), the cost of the home is usually much greater than $10,000 or $20,000.

5. Home Accessibility Expenses Tax Credit  

Where a person is either disabled or is age 65 or older, they qualify to claim renovation expenses paid to (a) improve accessibility to, or mobility within, a home, or (b) reduce risks of harm for accessibility or mobility.   Renovations to make the home wheelchair accessible and installation of walk-in bathtubs would be examples. This is a federal tax credit only.  The maximum claim of $20,000 would result in $1,500 of tax savings.  Such costs can be used to renovate a home owned by this qualifying individual, or for a home owned by a supporting person when the qualifying individual lives with that person. Subject to certain conditions, the expense may be claimed by either the qualifying individual or the supporting person, or shared by both. Interestingly, government grants and reasonable vendor rebates do not reduce the qualifying expenses as they do for the medical expense credit discussed above. As noted earlier though,  the same expenses can be claimed as both a home accessibility expense and a medical expense, if the qualifications for both are met.  Check to ensure these provisions still apply in the future, as they look too good to be true and may be revised.

6. Multi-generational Home Renovation Tax Credit

This is a federal credit that was introduced for the 2023 tax year.  It will provide a 15% credit on up to $50,000 of renovation costs to construct a secondary dwelling within your home for a “qualifying” relative that is over age 65,  or for a person who is age 18 or over and qualifies for the disability tax credit.  It is a refundable credit, meaning that it is paid to the taxpayer if it exceeds the taxes owing.  The credit can be claimed by “eligible” individuals living in the home, being those who are disabled or age 65 or older, or by certain of their relatives (such as a spouse).  The credit can also be claimed by certain relatives who own the home but do not live there (but the same expenses cannot be claimed twice).  In the parent-adult child scenario being discussed in this article, the credit could be claimed by either the parent(s) or the child if they live in the home, regardless of who has ownership.  Alternatively, if the home is owned by a child living elsewhere, they could claim the credit.   This secondary dwelling must be a self-contained housing unit with a private entrance, kitchen, bathroom facilities and sleeping area.  See details on the Government of Canada web site.

Conclusion

I warned you – the rules are complex – you can claim this, but not that; you need a prescription or doctor’s letter for some, not others; your dependant must live with you, or maybe not; and the rules are always changing.  My hope is that I have made you aware of some credits of which you were not previously aware.  Please let me know by email from my web site contact page about what you think.
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Nursing Home / Long-term Care Financial Assistance in PEI
January 2024

Introduction and Background

Many people have questions about the cost of nursing homes (also called long-term care homes) in PEI.  Are you concerned about “losing everything” if you need to go to a long-term care facility, which I will call a “nursing home” throughout this article.  Please understand that rules for nursing homes differ from those for community care homes (also called assisted living facilities or retirement homes) and seniors’ apartments.  These latter facilities are for individuals who can look after themselves but perhaps would like or need some assistance with things such as meals and medication.  I discuss financial assistance for community care very briefly at the end of this article.  The rules are very different from long-term care.  Nursing homes are for people who need around the clock nursing care, and is the topic of this article.

Costs to residents of nursing homes were reduced substantially by changes to the Long-Term Care Subsidization Act and related regulations that were changed in 2007, with later updates.  Your assets are no longer required to be sold before you are entitled to a long-term care subsidy, as was the rule prior to 2007.  Changes in 2020 were made related to how subsidies are calculated, with a significant change related to married or common law couples, as discussed below.

Admission to a long-term care facility involves two steps. The first is a “needs” assessment from a medical perspective. The second, and the topic of this article, is a financial assessment if you are applying for a subsidy.  If you are eligible for a subsidy, the government will pay for all or part of your nursing home costs based on the amount of your income reported on your tax return.

Please note that the financial amounts and any other facts discussed in this article can change at any time.  I cannot guarantee that they will be correct at the time you read this, so enquire accordingly.  And, I confess, this is a complex article.  I provide the following topic listing, mostly in the form of questions, to help you find your answers.  However, the discussion and answers are set out in the PDF file, which is a 13 page document if you plan on printing it.  In addition to my article below, you may find these links useful:

	Downsizing a Home: A Checklist for Caregivers – Information on downsizing / moving from your home by the Family Caregiver Alliance
	Hiring In-Home Help for senior’s assistance – a how-to article by the Family Caregiver Alliance
	And, lots of more useful caregiving information from the U.S. based Family Caregiver Alliance, the National Center on Cargivin


To read my PDF file, you may need to download Adobe Reader.  Click below:

Nursing Home / Long-term Care Financial Assistance in PEI

Topic Listing

	If admitted to a nursing home, what will I need to pay for?
	How much does a nursing home cost?
	Will I be eligible for financial assistance?
	Must I sell my assets to pay for my nursing home accommodations?
	Is my family home safe or will I need to sell it?
	How is eligibility for government subsidies determined?
	Three significant cautions regarding your application of which you should be aware.
	What if my spouse cannot afford to live in the family home after my admission to a nursing home?
	After admission to a nursing home, how is ongoing eligibility for financial assistance assessed?
	Can I make changes prior to admission to a nursing home to increase my subsidy?
	A few closing comments on subsidies.
	What if a person has a life insurance policy requiring annual premium payments and income is not sufficient to pay for these?
	What happens to the monthly comfort allowance if it is not spent?
	Are any exceptions made?
	Who do I contact for further information?
	What happens when a person moves from community care to nursing home care?
	What if a person does not require nursing home care but cannot afford the costs of living in a senior’s residence or community care facility?
	Important tax considerations related to real estate transactions
	A few final comments.
	Did this article help you as a resident of P.E.I.?


Click on the link below for my full article as a PDF file. To read the PDF file, you may need to download Adobe Reader.
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Joint Ownership – Understand the Risks and Benefits
November 2023

As we age, we try to make life easier for both our families and ourselves. Many seniors transfer assets to joint ownership in order to avoid income taxes, but this is unlikely to succeed. You should think carefully before transferring assets to joint name, particularly if it is someone other than your spouse. Things that seem simple can sometimes create complications. This article is about “joint ownership with right of survivorship,” where you assets will normally go to the other owner(s) upon your death.  Sometimes, assets, such as your home and other real estate, are held in both names as “tenants in common,” and while the name on the title may be similar, the rules are completely different.  If you own 50% of a property as tenants in common, your ownership is transferred to your beneficiaries according to your Will, not to the other owner.

If a property is subject to income taxes when you sell it, a change to joint ownership with anyone other than your spouse may trigger immediate taxes. For example, assume you own your cottage only in your name. If you do not claim your cottage as a principal residence, then placing the cottage in joint name with one child would be treated by the Canada Revenue Agency as if you sold one-half of the property. If the property increased in value above its original cost plus later renovations after you built or bought it, then you will have taxes to pay on the gain. The other half of the property is still considered as owned by you and the gain will be taxed in the future when the cottage is sold or is given to your child, or upon your death.

Putting a bank account in a joint name will not trigger any taxes because there would have been no gain in value over the original deposit.

Remember how I said that transferring an asset to joint name could lead to more complicated issues? Let us use the bank account as an example. Assume you have several children, and you put your adult daughter on your bank account as joint holder. Why did you do this?

	Did you intend to transfer one-half of the bank account balance to that child now instead of later? If so, is it an early inheritance and does it reduce the amount she is entitled to through your Will?
	Were you only doing this for convenience so that she could help you with your banking? If so, do you have several children? Do you plan to give each of them an equal share of your assets when you die? How do you wish this bank account handled at that time?
	After your death, a joint owner will normally get ownership of that bank account. If you have $100,000 in the bank account, do you think your other children would question whether that daughter should be entitled to all of the money? Was it an additional gift or should her share from your Will be reduced to treat all children equally?


Be clear, in writing, when you transfer accounts to joint name to avoid such problems.  Assume you have two children, and you transfer an asset to joint name with one child.  What may happen when you die? If it is clear that you intended for that child to receive full ownership of the property at your death, it will pass to them clear of probate.  If there is any doubt, and the other child claims half, then the first child will need to prove your intention was to give it them, or the court will divide it equally (after many legal fees and much loss of sibling love)).

These rules are based on a decision by the Supreme Court of Canada (Pecore v. Pecore, 2007 SCC 17).  In summary, which you should review with your lawyer for clarification and certainty, states that:

	Joint accounts held with a minor child or a spouse will be deemed to belong to those individuals after death.  This is legally called the presumption of advancement.
	Joint accounts held with adult children (whether still dependent or not) will be deemed to be held in trust by those children on behalf of the parent(s), and will form part of the parent’s estate to be divided in accordance with the Will.  This is legally called the presumption of a resulting trust.
	These presumptions can be challenged (rebutted) by others where they have evidence to do so.  For example, if one child has a document proving that the parent was gifting them that asset by putting it in joint name, then they have rebutted the trust presumption and may be able to keep the property to themselves.


You do not want your family and your executor to face dealing with such challenges, so be clear in your intentions, and, personally, I suggest avoiding use of joint ownership unless essential. (See my comments on use of a Power of Attorney below.)  I was executor of an estate where the bank account was in joint name with a child.  The family all agreed, including that child and all of their siblings,  that the account was to be divided with everyone based on the Will.  Before the money could be transferred to an estate bank account to pay the funeral, legal and other estate bills, the bank required written permission from the joint owner to move the money.  From their perspective, the account now belonged to the joint holder.  It took many weeks for the bank to satisfy themselves that this could be done, even after the joint owner gave them written permission – a long, unnecessary delay in settling the estate.

There is a difference between transferring the “beneficial ownership” of a property and simply putting a property in joint name for “convenience” with no real change in ownership intended.  But, you cannot expect to have the best of both worlds – if it is for convenience only, then you will pay probate costs at death because the property will still form part of your estate to be governed by your Will.  Alternatively, if you have transferred beneficial ownership, then you will avoid probate, but the property will be subject to any immediate income tax consequences at the time you transferred it to joint ownership.  It will eventually be transferred to only the joint owner on your death.  Speak to your lawyer about this. If you do not have a lawyer (and if you have no Will and Power of Attorney), in PEI, you can call the Community Legal Information Association of PEI www.legalinfopei.ca to obtain a lawyer referral.  Other provinces also have public legal information associations that may offer this service.

If you have this “beneficial ownership” arrangement for your home, the non-beneficial owner is probably holding a share of your home “in trust” for you.  New tax rules in 2022 and 2023 created some very important issues for you to discuss promptly with a professional tax advisor.  Almost all trusts, formal and informal, now need to file an annual T3 trust income tax return.  In addition, if a residential property is owned by a trust, then that trust may also need to file an Underused Housing Tax (UHT) return, even if the property is not underused.  This will be the case if any of the beneficiaries of the trust are non-residents.  In addition, this was also the case in  2022 even all beneficiaries are Canadian residents.  Proposed legislative changes in the Fall Economic Statement by the federal government on November 21, 2023 states that specified Canadian trusts with no non-resident beneficiaries will not need to file the UHT return for 2023 and later.  You should seek professional advice because this legislation was not finalized at the time of my update to this article – and based on the proposed changes, a UHT return may be needed for 2022 even if not required for later years.

The positive side of joint ownership is the ease of transfer upon death. Probate fees are avoided because your Will is not involved. Probate fees in Prince Edward Island are about $400 for each $100,000 of assets ((as of August 2018), but much higher in most provinces (e.g. as high as 1.5%). Executor fees may also be avoided. Executor fees often apply to the assets flowing through your Will and can typically be 3% to 5% of your assets. Certain lawyer’s fees are also based on the value of your assets.  When a Will is probated it becomes a public document – anyone can read it. This is why the use of joint ownership also keeps things private.

There are some other serious downsides to think about when transferring something to joint ownership. For example, you could suffer serious financial losses if the other person has personal or business problems, gambling or addiction issues, is sued, or goes through a divorce.  For example, if you own your home jointly with someone who declares bankruptcy, you could lose at least one-half of your home to the creditors.  If your bank account is in joint name, the other person could spend all of the money without you being made aware.

If you need help with day to day banking and payment of bills, instead of using a joint bank account (or giving someone your credit card and personal identification number, which would make you personally liable for any fraudulent use), make a Power of Attorney.  Giving someone a Power of Attorney to act on your behalf can be done for specific purposes, such as paying your bills and using your bank account for your purposes.  That person can be held legally responsible if they do not act in your best interests, which is next to impossible to do with respect to joint accounts.  A Power of Attorney is not difficult, and will be much safer than giving someone joint ownership.

You should also see my article on transferring your home to your children and keeping a “life interest,” if this is something you are considering.  This procedure can lead to unexpected tax costs.  Click here for that article.

It is important to understand all the possible consequences and get advice based on your situation.
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RRSP and RRIF Withdrawal Timing Considerations
October 2023

Introduction and Summary

When should you start taking money out of your RRSP (if you do not need it to pay bills)?  Should you take it out before age 65?  Before age 72?  Or leave it as long as you possibly can?  The answer is clear – “It depends.”

Something else is also clear.  You should not make a decision to take a taxable withdrawal until:

	the benefits are demonstrated to you in a retirement financial projection using objective and reasonable assumptions about your future. If you need guidance on reasonable assumptions, see the Projection Assumption Guidelines issued by the FP Canada Standards Council® – https://www.fpcanada.ca/docs/default-source/standards/2023-pag—english.pdf
	the projection is repeated using different assumptions to provide reasonableness around your conclusion (called a “sensitivity analysis”). For example, rates of return, inflation, life expectancy and drawing from different types of accounts first (e.g., regular savings, a TFSA or your RRSP) can each impact the results.


Your advisor should update and re-run your projection at your annual update meeting to ensure that a change to your withdrawal plan is not required.  All of the above steps are required to provide you with advice that is in your best interests as dictated by a code of ethics if you use a professionally designated advisor.

Basis of Conclusion

A research study was conducted by Doug Chandler, FSA, FCIA, on behalf of the FP Canada Research Foundation™ titled Retirement Drawdown and Choices – RRIF, TFSA and Non-Registered Accounts, in October 2022.  I suggest you read this research study (but if you do not have that much stamina, at least read the executive summary and the conclusions) – https://fpcanadaresearchfoundation.ca/media/kr4frrvr/fpcanada-dc-en-retirement-drawdown-choices-paper.pdf.  This study yielded interesting results, contrary to some very popular advice being offered by some financial advisors.  The following are quotes from that study, followed by my interpretation and “take aways” (Hereafter, I will typically use the term RRSP but my comments also apply to RRIF.):

	“Once the full complexity of investment risks, longevity risks and Canada’s morass of taxes, credits and income-tested benefits for seniors was taken into account, this research concluded that simple, single-scenario projections of the value of a drawdown strategy are unreliable and misleading.”


There are many things that impact whether you should withdraw your money from your RRSP (or RRIF) earlier versus later:

	Investment rates change frequently.
	Life expectancy for you and/or your spouse will have an impact and is undeterminable.
	Your tax rates will likely change between now and in the future changing the amount of cash remaining after paying taxes.
	Your age, health, marriage status, income, etc. will impact your entitlements to tax credits.
	Age, OAS and other clawbacks as well as your entitlement to benefits (such as the GST credit and Guaranteed Income Supplement) are based on your income, which will be impacted by the amount and timing of your RRSP withdrawals.
	Will you be disabled in the future? Eligibility for tax credits, government programming, long-term care subsidies, etc. will be a consideration in the RRSP analysis.
	What about the possibility of divorce, changes in your lifestyle expenditures, amendments to tax law, impact of natural disasters on your expenses, etc.?


Essentially, the study is saying that there are many variables that can apply to many personal situations, so there is no “rule of thumb” that can be applied consistently.  Thorough multiple-scenario projections are required to reach a reliable conclusion.

	“When RRIF withdrawals in excess of the minimum prescribed in the tax regulations (and in excess of the requirements for current spending) are invested in a non-registered account, taxes on non-registered investment income drag down any advantage attributable to tax brackets.”


Once the money is taken out, any investment income you earn going forward is based on the lower after-tax principal amount.  Furthermore, in contrast to this money in your RRSP, any income you earn on the now non-registered money is taxed annually, and capital gains are taxed whenever investments are sold.  In other words, taxes are triggered earlier rather than later when more than the required RRIF minimums are withdrawn.  Taking the money out of the RRSP early reduces the future growth of your portfolio because part of your investment capital has been given earlier to the government for income taxes.

	“Different situations can give very different results. However, in general, the value of accelerated RRIF withdrawals may be overstated when an estimate of the average rate of return on investments is used without regard to variability.  Advantages can disappear when investment returns are above average (because of extra taxes on non-registered investments) and when investment returns are below average (because the fund is exhausted before death and the anticipated high rates of taxation on  estates never rise)


If you take the money out of your RRSP early based on an estimated average rate of return, what happens if you exceed that rate of return?  The higher taxes would apply immediately to your withdrawals, resulting in less money than if you had deferred the withdrawal until the future.  The compounding effect of this early reduction increases the risk of running out of money during retirement is higher.  If the reason for taking the money out early was to avoid the high tax rate on the balance remaining at your death, this benefit is lower or disappears if you have less money or no money at death.

	“In general, it would appear that strategies of paying tax sooner to avoid higher tax later are rarely as effective as they would first appear”


The strategies used by planners when advising you to take money out of your RRSP earlier to save taxes frequently do not provide the projected results.  Therefore, you need more information before acting on such presentations (see 1. above).

	“The challenge of drawing clear and convincing conclusions is even greater for couples than for singles. Pension-splitting and the effect of first death on living expenses significantly expand the uncertainty around the marginal effective tax rates.  A modest difference in investment returns can lead to an entirely different income split, with the effective tax rate applicable to the drawdown strategy including phase-out of GST credits for low income spouses rather than OAS clawbacks for the higher income spouse.  Differences in government benefits and spending that arise after the death of the first spouse clearly play a role in assessment of drawdown strategies, but the nature of that role is obscured by uncertainty as to when the period of survivorship will begin and end.”


For married and the common-law couples, the projection of whether to take money out of the RRSP early is much more complicated because there are two sets of variables to consider, one for each spouse.  This is further complicated by the need to consider the timing of death for each spouse.  When does the first person pass away, and how much longer does the second spouse live? The resulting income, expenses, life insurance and the government benefits for the survivor need to be considered.

	“While there are sophisticated ways to approach the drawdown decision, the need for financial plans to cost-justify the effort and explain the conclusion to clients are serious obstacles.”


In order to make the decision on when to drawdown your RRSP, a thorough retirement plan must be prepared.  It needs to provide you with multiple scenarios, and consider your most probable future circumstances.  Computer software for testing results using multiple simulations may be more expensive than that used by some planners today.  In some cases, rates of return, inflation rates, life expectancies, etc. may be locked in by “head office” preventing presentation of various scenarios.  If appropriate software is used by the planner, then the time to run these simulations will take longer, resulting in additional wages paid by an employer to your planner, and/or extra fees to you.  Consequently, the cost of this plan, in comparison to possible financial benefits received, becomes an obstacle, particularly when the cost will be incurred whether or not the plan leads to a meaningful decision.  Who faces this obstacle: the planner or you?  Who is paying for it?  If you are paying, you may be reluctant to spend the money when the effort may not yield a solution.  If the cost of the analysis is borne by the planner as part of the built-in fees of the account, they may hesitate doing a proper analysis.  This will avoid the costs of the needed sophisticated software,  as well as the time for training with the software and doing the analysis.  Consequently, the lack of comprehensive planning may lead to recommendations that are contrary to your best interest.

	“It is unlikely that any depth of analysis could lead to a drawdown decision that could be implemented and applied for an extended period of time without review. As circumstances change from year to year, the merits of drawdown options will change.”


If the required sophisticated retirement planning is done, the decision made to draw early needs to be revisited from year to year.  Changes in the many variables, such as a change in tax bracket, investment rate of return, lifestyle expenses, etc. as discussed above, may change the decision.

My Thoughts 

So far in this article, I have been providing my opinion of what the research study is telling us.  I think bullet points numbers 6 and 7 above set out the overall conclusion.  Now I will provide you with my thoughts, which do not vary much from what you have already read.  My first observation is this.  With respect to the RRSP drawdowns. I see a recommendation for early withdrawals being made by a lot of financial planners these days.  I do not think this should be any advisor’s “starting” position for long-term retirement and tax planning.

Common factors to consider in reaching any decision include:

	Will you need to spend all of your money during your lifetime? If so, then your tax rates, rate of return, timing of withdrawal, and from which source you first take your money (e.g., your non-registered accounts, your TFSA or your RRSP), and other factors, will impact your wealth over time.
	Are you going to be in a substantially higher tax rate in retirement? This is not the usual situation, as most people will have lower incomes when living on their Canada Pension Plan (CPP) and Old Age Security (OAS), and perhaps an employer pension plan, instead of a pre-retirement full-time working salary. If you have a large RRSP, it is possible that withdrawals could push you into a higher bracket, but this is something your advisor should be able to help you predict.  You need to take into account that pension splitting of your RRIF with a spouse and other tax planning options may also help reduce your tax bracket.
	Are you (or both spouses, if married or common-law) expected to die young? This is also unusual as you have approximately a 50% chance of making it to age 90 if you are over age 50. See actuarial tables as summarized in FP Canada Standards Council® in their publication of Projection Assumption Guidelines for 2023. (https://www.fpcanada.ca/docs/default-source/standards/2023-pag—english.pdf) . However, if you die young, and do not have a spouse as your beneficiary, you may have more money remaining in your RRSP that is taxed at death.  This could result in a higher tax rate than if you had taken it out gradually before hand.  Unfortunately (fortunately?), we cannot predict this age.  Your advisor can run projections using different life expectancies to see if higher taxes will be an issue at certain ages.
	Will you be entitled to the Guaranteed Income Supplement (GIS) in retirement? The GIS is for very low income individuals, i.e., less than about 20,000 for individuals and $26,000 for couple (before OAS), in 2023. RRSP withdrawals can reduce your GIS by about 50 cents per dollar of RRSP income, so withdrawals before starting the GIS usually makes sense.
	Will you be subject to repayment of your Old Age Security in retirement? Repayment (“clawback”) occurs when an individual is making over $87,000 (based on 2023 rates, with that amount increasing by inflation each year). Taking RRSP withdrawals may avoid some OAS repayment, but your current tax rate is also a consideration in this circumstance.  You need to calculate:
	the change in future taxes (higher now, maybe higher or lower later, including after OAS and CPP starts);
	the amount of lost income in the future on the reduced RRSP balance;
	the increase in your OAS (based on your chosen start date, which can be from age 65 to age 70).





In other words, if you draw early, will you have more money in the future, either to spend while alive and/or to leave in your estate?

With respect to early withdrawal of your RRSP under any circumstances, think of this simplistic example.  Assume you are in the 40% tax bracket today, and you have $100,000 in your RRSP earning 5% per year, being $5,000 annually.  If you withdraw $100,000 over the next few years from the RRSP, pay tax on it, and re-invest it, you will be left with $60,000 to invest.  Instead of making $5,000 per year in your RRSP, which will remain there and be reinvested for future growth, you will be earning only $3,000 on the $60,000.   Going forward, you will be paying tax on that $3,000 of annual income each year, leaving you with only $1,800 per year to reinvest.

If you left that $100,000 in your RRSP, and then drew it out at the same tax rate of 40%  in retirement, you would have more money.  This is because you would have growth on $5,000 of re-invested income each year, instead of the growth on only $1,800 per year.  You would be even further ahead if you can draw it out at a lower tax rate in retirement.  If you live to a reasonable life expectancy, but had a lot of money remaining in the RRSP, you may pay tax at about 50% on the balance remaining if your total income is over $236,000 (in 2023).  However, that extra 10% tax cost may very well be more than offset by the additional investment earnings on the postponed tax bill.

As noted above, if you are in a non-typical situation with higher income in retirement, then my assumptions may not hold true for you.   In addition, if your higher income in retirement results in repayment of your Old Age Security, the above assumptions may also not hold true.  However, this will depend on the total amount of income you are earning in retirement, your rate of return, your tax rate, how long you live and the degree to which the OAS is impacted.

My Example of a Misleading Analysis

One of my first experiences many years ago with an advisor recommending early RRSP drawdowns was as a way to attract new business.  I warn you that the next few paragraphs are going to be a rant from me.  Jump to my closing paragraph if you wish.

I have seen a few planners use the scare tactic of high taxes upon death to convince potential clients that they had a way to reduce those taxes, and therefore, they should change advisors to get better advice.   The recommendation was the use of an early withdrawal from the client’s RRSP.  In one all-too-common scenario, individuals were told to (a) borrow money as an investment loan, (b) purchase securities in the stock market,(c) deduct the related interest on their tax return, and (d) use that deduction to offset an early withdrawal from their RRSP.  They showed potential clients they would have more money at death if they took money out of their RRSP early in this manner.  However, they were only shown two scenarios, which was misleading.  Coincidentally, this plan resulted in purchase of additional investments and acquisition of a line of credit, both of which can result in additional commissions and referral fees for an advisor.

An objective presentation would have shown a third scenario with the same assumptions and borrowing technique but with the money kept in their RRSP as long as possible (i.e., no regular withdrawals).  In this third scenario, the individuals would get the same interest deduction.  They would receive a tax refund because of the interest deduction (instead of the refund being used to offset a taxable RRSP withdrawal).  The tax refund could then be re-invested.  This method would result in the individuals having even more money upon death then either of the other two scenarios.  Ironically, this third presentation would generate as much or more in commissions and referral fees; however, it was a much harder sell.  First, it did not result in lower taxes at death on the RRSP, which was the initial sales pitch.  Although it generated higher total wealth using the same assumptions, the key problem with this scheme would become more obvious – the risk of loss.  In fact, my problem with both of these possible recommendations is that they are high-risk leveraging investment plans.  This is especially so because borrowing money to put in the stock market is a high-risk manoeuvre and is not recommended for low income, low net worth or inexperienced investors.  In many cases, the potential clients would not meet the required suitability guidelines imposed by securities regulators.

Many people should not be borrowing money to invest in the stock market because of high risks, and these risks need to be portrayed clearly.  Borrowing money can be used to make more money, but can result in losing even more money unless the investment portfolio is successful.  Borrowing $50,000 to purchase $50,000 of investments might sound like good idea if the investments increase in value.  If the investments decrease in value, you still need to repay the $50,000 loan plus the interest, and need to use other savings to do so.

In summary, their presentation is misleading unless all three options are shown.  Incidentally, the above method uses a trade marked name, which I have been forbidden to use after my letter to the editor of an online financial planning magazine was published showing the flaw in the sales pitch.  However, while one planner said they would show me an error in my published calculations, they did not to follow through.  I wonder why?

Conclusion

The take away from this article is that you should not withdraw money early from your RRSP without having a written financial plan demonstrating its effectiveness under various alternative scenarios.  As always, my articles are my opinions, and other professionals may disagree.  I am always learning, so if you disagree, I welcome your analysis and constructive criticism to improve my knowledge.
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Life Interests and the Family Home – Probate vs. Taxes
October 2023

Does your parent want to give you title to their home while still living in it?  A “life interest” is the legal approach often used by parents to do this.  The deed of the property is transferred but the parent keeps a contractual agreement allowing them to live in it for the rest of their lives.  Parents may do this to simplify the settlement of their affairs upon death, but may also do it to avoid payment of probate fees.  This can create some significant income tax issues, and your lawyer may not be aware of this.  In fact, many tax preparers are unlikely to (a) be aware of the life interest, or (b) if they are, may not know the tax issues.  Hence, this long complicated article.

Are you trying to avoid probate? What is probate?  Probate is the process by which the government approves your Last Will and Testament.  Effectively, this is getting legal approval that this is, indeed, the “last” Will.  It allows your executor to settle your final affairs. If your Will is not probated, the executor does not have the protection of the law to distribute your assets to your beneficiaries.  For small estates, or where all of your assets are held in joint name and/or distributed by way of beneficiary designations (e.g., life insurance, RRSPs, TFSAs, segregated funds), probate may not be necessary.  However, probate is important for protection of those involved in asset distribution.  For example, assume that your executor gave the $50,000 in your bank account to your friend, Joe, as stated in your Will.  However, a month later, another Will was located that was more recent, and you had changed your mind in that newer version.  You now intended the money to be given to your friend, Sam.  If Joe is unable or unwilling to repay the money, Sam could sue the executor for this money.  In fact, if the bank distributed the money without seeing proof that the Will was probated, the bank could likely be held responsible also.  This is the importance of probate.

The government charges a fee for probate which varies by jurisdiction, but is typically a percentage of the value of all assets held at death that will be distributed according to the Will.  The home is often a valuable asset, and probate fees can be expensive, so parents may wish to transfer the home to their family before death to avoid these fees.  Sometimes it is done because the parents are fearful of losing the home if they move to an assisted living or long-term care home.  This is, most often, a needless fear, and discussions with the lawyer and professional financial planner is warranted if this is a concern.  In PEI, see my article titled, Nursing Home Financial Assistance In PEI.  Regardless of the reason, use of a life interest means a person can transfer home ownership while still being allowed to live in the home.  However, it can have some serious tax consequences, which may outweigh the probate savings.

Principal Residence Exemption Impact

As long as they live in the home and retain full ownership, the home and up to one-half hectare of land will be eligible for the principal residence exemption at the time of death (or when the property is sold or given to the family, if earlier).  Assume a parent has a home valued at $400,000 and gives it to their children today, retaining a life interest.  After today, they no longer own the home.  As required by tax law, they will report the disposal of their property on their tax return for that year, and claim the principal residence exemption if it qualifies as such for every year of ownership.  They will pay no taxes on it.

Now, assume they (not the children) live in the home for another 10 years, the house increases in value to $500,000, and the last surviving parent dies.  The family then decide to sell the home.  The $100,000 increase in the value of the home will be taxable because the home does not qualify as a principal residence from the time it was gifted to the children.  This is because none of the children lived there, and their parent did not own the home for the final 10 years.  Even if the children do not sell it, this type of a gain could also occur if the family converts it to a rental property, or if one child buys the home from their other siblings.

Assuming that the children are in a 35% tax bracket and one half of the capital gain is taxable (based on tax rules at the time this article was written), there would be $17,500 of taxes owing on the $100,000 gain noted above.  If the parents had not transferred the home to the children, this sale would have been tax-free, but probate fees would have applied on death.  With probate fees of 1.5% as they are in some provinces, total fees would be $7,500, much less than the taxes.  In fact, probate fees are lower than 1.5% in a number of provinces.

This would not be an issue if there is only one child, and that child lives with the parent.  In such a case, the home would also be a principal residence for the child receiving ownership (assuming they have no other home).  In such a case, this life interest transfer scenario may make sense, even more so if the parent owns a cottage as well as a primary home.  In that situation, after the transfer, the parent could still claim the other property as a principal residence if they spend some time living there each year.

Immediate Tax Impact

There will be immediate tax costs if property transferred is not a principal residence, and/or the acreage exceeds the maximum allowed for the principal residence exemption (usually 1/2 hectare, or 1.24 acres).  Any capital gains triggered will be taxable, and note that whether or not part of the gain is a tax-free disposal of a principal residence, all real estate transfers should be reported on the tax return, whether transferred by sale, gift, death or transfer to joint name.  Note that sales should never be done between family members at a price other than fair value because of related tax penalties.

Valuation of the Life Interest and Remainder Interest

There are further complexities with life interests as well.  At the time the life interest is created, the value of the home is split into two parts for tax reasons.  One portion is the value of the “life interest”, and the balance is the value of the “remainder interest.”  For tax purposes, the parent is treated as having sold their whole property at its resale value.  Then, they are deemed to buy back the life interest at its share of the value, while the children receive the value of the remainder interest.  These values become their costs for future transactions related to the property.  Both parts have a value, but first, the total value of the property must be determined at the date of transfer for reporting it on the parent’s tax return.  An appraisal may be necessary.

After the total value is determined, the portion of the total value that is related to only the life interest may be required.  Whether this calculation is needed will depend on whether the house is sold while the parent is living of after their death.  How should it be valued?  One method I have seen used is to assume that the parent is renting the property until their death, and estimate the current lump-sum value of future rent.  Life expectancy, rental value, and an interest rate for present value discounting must be determined to use this method.

To explain further, I will continue with the example above.  Assume the life interest portion of the $400,000 total value is calculated to be $150,000, which means that the remainder interest is worth $250,000.  At that time, the children are deemed to have paid $250,000 for the home, and the parents are deemed to have paid $150,000 for their life interest.  This is based on subsection 43.1(1) of the Income Tax Act.  These amounts become the costs for future tax calculations.

Instead of being transferred directly to the children, some times the house is transferred to a trust, with all of the children being the beneficiaries.  If this is the case, the tax rules for the parent will be the same as explained earlier.  However, the trust will be required to file a T3 tax return each year, resulting in additional costs for tax preparation fees,and a different tax reporting scenario upon eventual sale of the property.

Future Property Disposal at Death of Parent

Let us assume that the parent lives in the home until their death.  When they die, the children will inherit the full property, and the parent’s cost of $150,000 for the life interest will be added to the children’s cost of $250,000 for the remainder interest.  This is based on paragraph 43.1(2)(b) of the Income Tax Act.  Consequently, when the property is sold for $500,000, the children’s cost will be $400,000 ($150,000 + $250,000), resulting in the $100,000 gain discussed above.

Income Tax Act paragraph 43.1(2)(b) only applies if the owner of the life interest is related to the owner of the remainder interest, and the parent has died before the property is sold.  What happens if the parent had kept a life interest but deeded the property’s remainder interest as a gift to to an unrelated friend. The tax situation would be worse.  The cost of the life interest of $150,000 would not be added to the friend’s cost base and the capital gain on sale of property would be higher by $150,000.  Granted, it would be unusual for a person to bequeath their family home to other than a family member, but it could happen if there are no other family members.

Future Property Disposal while Parent is still Living

What happens if the property is sold prior to death of the parent, such as when the parent moves out of the home to live in an assisted-living residence or a nursing home? In that case, the above noted tax rule in paragraph 43.1(2)(b) does not apply.  Think about how this sale would need to occur.  First, the parent would need to transfer their life interest to the children; otherwise the children could not sell the property.  This would be done by gift or fair market sale.  If not a gift, sale by the parent at an amount less than fair market value could mean additional tax costs, and this should not be done (for any property).  If you want to give the children a break, sell them the property at full cost, and give them a gift of cash later, or speak to a lawyer about doing a combination of part by way of sale and part by way of a deed by gift (documented). The value of the life interest at the time of this transfer to the children must be determined; let us assume it is $125,000.  There will be a difference in value between the life interest transferred to the children compared to when it was created by the parent at the time of the initial property transfer.  This will result in a capital gain or a capital loss.  It will usually be a capital loss ($25,000 in my example) because the parent would be older, and hence, it will be worth less.  However, such a loss is a capital loss on personal property, and not tax deductible.  The children will now add this later life interest value of $125,000 to the cost of their remainder interest ($250,000).  The selling price of $500,000 minus the total cost of both the life and remainder interests (e.g., $375,000) is used to calculate their capital gain (or loss) on the sale of the whole property.  In my example, if the parent had died, the total cost would have been $400,000, not $375,000  – a $25,000 difference.  In summary, sale of the property before death of the parent will result in a higher tax cost under normal circumstances because of the decrease in the value of the life interest as the parent ages.

My conclusion is that parents should not transfer their home to their children (with or without a life interest) unless they understand the full income tax consequences.  If they are worried about losing the home because of future occurrences, they should obtain professional advice, both legal and tax, to determine if their worries are justified.  And, if the property is transferred and a life interest retained, the family should obtain tax advice before selling the property if their parents are still living.

Finally, be aware that, with rare exceptions, all real estate transactions should be reported on a tax return whether sold, gifted, placed in joint name or transferred at death.  If property is sold to a family member, it should be sold at its full fair market value, and not less, to avoid double taxation in the future.  Obtain tax advice if you are considering such a transaction.  If you are concerned about marriage breakdown issues for your children when transferring property to them by sale or gift, seek the advice of a family law lawyer on how to protect the property.  And, finally, before putting a property in joint name, seek the advice of legal counsel and a professional financial planner on the risks.  You may also wish to read by web site article titled, Joint Ownership – Understand the Risks and Benefits.
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A Life Planning To Do List
October 2023

The best way to get the most out of life is to do plan now. It is important to use your time and money to enjoy today but, also, to save enough to provide for tomorrow…financial planning for a balanced lifestyle.  Review the following list, which is by no means complete, and take steps now to ensure you meet your life’s goals and provide protection for your loved ones.

	Make or update your Will and Power of Attorney; consider a Health Care Directive. Consider the benefits and risks of joint ownership with your family members (or others), but only after obtaining professional advice on legal, tax and creditor issues.  You could incur immediate taxes and/or lose your assets because of unforeseen issues of your co-owner.
	Make a list of your important documents, information, assets (including original costs) and liabilities, and keep it with your Will.  Remember to include your “digital assets”, such as your social media accounts and online banking accounts.
	Pre-plan your funeral, whether you pre-pay for it or not.  See my web article – Planning Your Funeral – A Guide for You to Use. I
	Review your insurance coverage – life, health, disability, home, liability, travel, critical illness, long-term care, etc.  Is it adequate? Are the features appropriate for your personal situation? Are you getting the best price?
	Make a list of what you want to do before you are physically unable, and then plan when and how.
	Review your savings and investment plans: 
	At any time, and for young adults:
	Do you have a liquid emergency fund of 3 – 6 months of living expenses?
	Are your cash needs for the next 5 – 10 years invested in safe securities?
	Do you have a written financial plan setting out a savings plan to meet your goals, such as travelling, buying a home, raising a family, educating the children and, of course, retirement?
	Are you taking advantage of all tax-beneficial plans, such as TFSAs (when in low tax brackets and for short-term needs), a First Home Savings Account, a RESP for children’s education needs, a RRSP for retirement, and A RDSP for disabled family members? Obtain professional advice on which to use when .
	Are your long-term needs invested in a portfolio that you understand and well-diversified between safety and risk?



	Pre-retirement
	Are you saving 5 – 10% of your take-home pay on top of any employer savings or pension plans, or 10-15% (minimum) if you have no employer plans?
	Are you increasing the safety of your investments as you get closer to retirement?
	Are you planning your liabilities to be debt–free by retirement?
	Are you meeting at least annually with your professional financial planner to review your progress?





	Retirement
	Are your day-to-day spending needs for the next 7 – 10 years in short-term, safe (i.e., fixed income) securities?
	Are you still evaluating your investment performance at least annually?
	Review your lifestyle expenses looking for savings. Buy only what you need, and comparison shop on all expenses,  such as your telephone, Internet, television, insurance, bank account fees, etc. Remember senior discounts.
	Consider downsizing on housing and automobiles.  Get tax and legal advice before transferring your home to family members, especially when using a life interest.  See my article Life Interests and the Family Home.  Remember to report all real estate title changes, including your tax-free home transfer, on your tax return.
	Understand the financial costs and available subsidies for seniors housing, including long-term care homes.  For PEI, see my article, Nursing Homes / Long-term Care Financial Assistance in PEI.
	Educate children on financial management.  If called on to assist financially, obtain advice on the pros and cons of using a loan instead of a gift.  Consider helping them save money in a First Home Savings Account, TFSA, RESP, etc.
	Do not miss deducting any new medical expenses.  See my article, Medical Expenses and Taxes.






	If you own a business, think about business succession planning at least five years before you retire.
	Think about how you can help others.  Donate to charity, now or in your Will. Feel good about helping others and reap significant tax savings as a bonus.  Volunteer for a cause that you like. Enjoy the personal enrichment from doing so.
	Expand your horizons with education and take an interest in your own financial situation:
	Visit a professional tax planner; write down your questions and objectives before attending and insist on good answers.
	Take continuing education through associations, community courses, self-study online, etc.
	Arrange workshops and seminars for your non-profit groups or your company.
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Questions to Ask Your Financial Advisor
October 2023

Introduction

The relationship between you and your professional advisors (of any profession) should be an easy two-way communication and trust relationship, with your advisor being a good listener to your concerns and placing your interests first (before their own financial rewards).

Of course, the first step in finding a financial advisor is to meet with at least three professionals to discuss your needs with them. This will require you to be open about your savings, income and your expectations.  You should also ask them the questions in the PDF file below and expect forthright answers

This article is in three parts.  I first direct you to the Government of Canada and FP Canada web sites that provide recommended questions, although their questions are incorporated into my checklist.  In Part 2, I provide a list of suggested questions, followed by Part 3 with details on the reasoning for some of my questions supplemental to those by the Government of Canada and FP Canada.  However, their web sites should make you feel more confident that you are justified asking questions, and that your planner should be willing to answer them, especially given the amount of money you will be putting at risk.  I would like you to compare the time you spend looking for a new kitchen appliance costing $1,500, including looking at price comparisons, warranties and the ability to obtain local service, compared to the time you spend investigating an advisor to whom you are going to give thousands of your lifetime savings.

Click on the link below for my full article as a PDF file. To read the PDF file, you may need to download Adobe Reader.

Questions to Ask Your Financial Advisor 
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Best Seven Things to Do for Tourists and Visitors to Prince Edward Island (PEI)
July 2023

I want you to visit PEI, and not only enjoy your stay, but take away some great memories.  I am an Islander by Choice (or a Come From Away), having moved here from Nova Scotia Bluenose country in 1990.  My home community is Middle LaHave on the beautiful LaHave River, near Lunenburg and Bridgewater.  I still enjoy touring the Island and all of Atlantic Canada.  My wonderful wife and I enjoy travelling, sightseeing, outdoor activities and live entertainment, and we travel without children, so this will be my perspective.

While tourist operators would love you to visit outside of the busy season, objectively, July and August are when you will find the most activities to do.  Of course, that means you should book your accommodations and rental car early – we do fill up.  My top seven things to do I think are special to PEI, and are not based on sponsorships or other influences – just my likes!  I hope it is a help to you.  I last updated this in 2023, so things may have changed, and I have not visited some of the beaches and parks since post-tropical storm Fiona ripped us apart in fall 2022 – I apologize if things have changed, but great progress is being made by Parks Canada and slower progress by Mother Nature in rebuilding.  You will see lots of downed trees and tree stumps in your travels.

And of course, when you arrive, feel free to ask a local for advice – we tend to be a friendly bunch.  For more details on locations, times and other activities, visit he PEI tourism web site or telephone 1-800-463-4734.

	Lobster Suppers – Take in an old-fashioned community lobster supper. Consider New Glasgow Lobster Suppers for a table service meal, or Fisherman’s Wharf  in North Rustico for buffet style or table service. After your New Glasgow meal, take a stroll through the Gardens of Hope park near the PEI Preserve Company (also a restaurant and gift shop (www.preservecompany.com), and in North Rustico, stroll the excellent boardwalk along the Bay behind the restaurant.
	Anne of Green Gables / Live Theatre – Take in the musical Anne of Green Gables show at the Confederation Centre of the Arts. Unfortunately, it is now only performed on stage every second year, and there is no show in 2023 and every second year after that.  However, the show “Anne and Gilbert” is another excellent musical, and is essentially an sequel to Anne of Green Gables.  It moves around so see their web site here.   If you have already seen the show, check to see what other shows are playing at the Centre.   They offer top quality musicals full of fun the whole family and not to be missed. For Anne of Green Gables or Lucy Maud Montgomery fans, there are many historic places and museums to visit, especially in the Cavendish Area.  If you are a theatre enthusiast, check out the Victoria Playhouse in Victoria-by-the-Sea; Summerside’s Harbourfront Theatre; the King’s Playhouse in Georgetown; the  Guild in Charlottetown, or, the Watermark Theatre in North Rustico for theatre options.  The Island is full of “small halls” that have regular local entertainment also.
	Beaches – Visit our many beaches for a walk, swim, relaxing break or just to see how nice they are.  We may not have palm trees and bath water temperatures, but our North Shore beaches will rival beaches anywhere for their quality.  North Shore beaches tend to be the prettiest, with lots of sand and high dunes, but the South Shore beaches have the warmest water. Explore the side roads (some paved, some narrow clay roads) along the North Shore and find many secluded beaches and scenic views. The most popular beaches are the national and provincial parks (my provincial favourites are Basin Head near Souris, Brackley Beach near Charlottetown, Cabot Park near Summerside;).  The national park beaches such as Brackley, North Rustico, and Greenwich are excellent beaches, but Cavendish is the most popular with tourists because Cavendish is the hot spot of other tourist activities in the summer (theme parks, shopping, golfing, kid’s activities, etc.).  Locals all have their favourite beaches to get away from the crowds (Cousin’s Shore and Blooming Point, as examples).  If you are out for a drive, turn off on some narrow roads towards the shore, and you will often see an isolated sandy beach or beautiful scenery.  The common “wharf road” signs are often interesting – small fishing ports, sometimes with red cliffs or sand beaches.
	Concerts / Local Entertainment – For a real taste of local culture, take in a Ceilidh (pronounced “kaylee”). You will be entertained by local singers, step dancers and lots of fiddle music, with locally made refreshments at the intermission. They take place almost every evening in local communities throughout PEI during July and August, and less frequently year round.   Some of my favourites are Fiddlers’ Sons, Kendall Docherty, the Ross Family, Richard Wood, Gordon Belsher, Courtney Hogan Chandler, Meaghan Blanchard, Catherine MacLellan (daughter of Gene MacLellan), and lots more I am forgetting at the moment (but I confess I am partial to Irish, Scottish and Acadian “kitchen party” music with fiddles and step dancing).  For some Acadian culture, including food, music and history, visit the Village Musical Acadien in Abram Village in the Evangeline region of western PEI.  If you visit, don’t miss the performances by Gadelle at 1:30 and 3:00 p.m. for some lively fiddle music, and have a meal at the restaurant to try out some Acadian traditional food.  If you are visiting PEI in June, check out the Festival of Small Halls happening from tip to tip.  Ask locally or check with the tourist information location near to where you are staying.  You can also read the most recent addition of the Buzz magazine on their web site here, but click on the Events tab to see the local entertainment coming up.  It is a monthly PEI entertainment magazine and contains listings of what’s going on.  Another must do is attending a concert at the College of Piping in Summerside for some great Scottish entertainment, including Scottish dancing and bag piping, especially the Island Storm production.
	Scenic Drives / Sightseeing – Take a scenic drive to enjoy vistas of rolling hills and valleys, farm land, red cliffs and beaches. I particularly enjoy driving the shore roads, especially in Eastern PEI (Points East Coastal Drive) and the North Shore. Away from the shore, one drive that I think gives typical scenic views is the  drive from Charlottetown through Wheatley River on the New Glasgow Road.  From Charlottetown, take Highways 2, 7 and then the rolling hills, valleys and vistas of 224 to arrive in New Glasgow.   While there, take a few minutes to visit and take in the fabulous view from the Glasgow Hills Resort and Golf Club .  (I am not a golfer, but we have a lot of beautiful courses on the Island too.)
	Hiking / Cycling and Canoeing / Kayaking – Stroll or cycle along the Confederation Trail, starting and ending anywhere from tip to tip on the Island.  If you like to kayak or canoe, there are lots of rivers.  Some of our favourites with easy access are the Morell River (access in by the highway in Morell), Clyde River (New Glasgow, access next to the lobster suppers), Winter River (access in Corran Ban from the #6 Highway ), Campbell’s Pond (access on Campbell’s Road – turn off the #224 on a clay road immediately before New Glasgow with access at a boat ramp near the dam – and very sheltered for a windy day), Covehead Bay (access  at Shaw’s Hotel and Cottages in Brackley Beach (we ask first)), Trout River near Stanley Bridge (access from a boat launch on the Trout River Road) and Stanhope Bay (access along the road side).  The National Park trail at Greenwich over the pond and through the dunes to the beach gives you a great walk and views, and on the way there, St. Peter’s Bay has a tourist bureau next to the Confederation Trail that takes you along the Bay, or through the forest, with some craft shops nearby as well.  On the way to St. Peter’ s Bay, you pass through Morell, with a beautiful river and canoe/kayak rentals to paddle up river or out onto the Bay.  You want to take a boat cruise or go deep sea fishing (perhaps a misnomer because we have the Northumberland Strait and the Gulf of St. Lawrence, not the Atlantic Ocean, on our coast).  Check out the local ports, but Charlottetown has tours available on the waterfront at Peake’s Quay, and the village of North Rustico has lots of deep sea fishing tours available.  Don’t worry – you need not fish if you do not want to, and you can spend two or three nice hours on the water.  If you are looking for tuna fishing, research North Lake, PEI.
	Charlottetown and Free (in addition to others) Family Entertainment – Enjoy lots of free entertainment in downtown Charlottetown (http://www.discovercharlottetown.com/) . During July to mid-August, the Young Company of the Confederation Centre of the Arts perform a musical with singing and dancing in the amphitheatre; there are walking tours on historic Charlottetown, the waterfront at Peake’s Quay (pronounced “key”) and at Founders’ Hall provide free concerts by local entertainers afternoon and early evening (see the details at “Sounds of the Waterfront” web page; and there is free entertainment all day on Victoria Row (Richmond Street) for your enjoyment while you dine in an outdoor patio of one of the many restaurants (see the entertainment list at Always on Stage.  Stroll the waterfront in Charlottetown, from Port Charlottetown, (the cruise ship terminal) to Victoria Park. While on the Boardwalk near Victoria Park, visit the flower gardens (free) at the Lieutenant Governor’s residence (known as Fanningbank) and take a free tour of the home if you are there at the right time.  In Summerside, stroll downtown at Spinnakers Landing and visit the Summerside web site for listings of events.


There are lots of other things to do, and a review of the tourist literature or a call to a tourist bureau will give you more ideas.  We have lots of golf courses for golfers; museums for history buffs; deep sea fishing and seal watching tours as well as Charlottetown harbour cruises if you want to be on the water; horse races (harness racing format), and much more.  For local crafts and foods, keep your eyes open as you travel the roads; maybe pickup a brochure of locations of crafts persons at the tourist bureau.  Visit the farmers’ markets in Summerside downtown and Charlottetown Belvedere Avenue on Saturday mornings, and Queen Street in Charlottetown on Sunday.  Every weekend, there are lots of yard sales.

Many communities will have a festival/carnival during the summer, and if you are in Charlottetown in August, the Gold Cup and Saucer parade is one of the best old-fashioned parades you will see in Eastern Canada.  The Shellfish Festival in the fall is excellent as well.

Finally, you may arrive by ferry and depart by the Confederation Bridge, or vice versa.  However, if you are not taking the bridge, keep an eye out for various vantage points of the bridge as you drive along the south shore of the Island.  Or, visit Borden and turn left at the lights (to avoid accessing the bridge toll booth) and drive through the town to a park next to the bridge, and see a great view of this impressive structure that “connects Canada to PEI”.

I hope my comments help you enjoy to your stay in my adopted home.  If you have any comments, send me an email from my contact page!
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