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When do you plan to retire? A study by Statistien@ia Few people actually plan properly for retirement

showed that 45% of Canadians hoped to retire béffierage of Some thoughts on the timing of retirement

65, 24% planned to retire at age 65 or later afd Rist did Thirty years ago, people typically started to watla fairly

not _know. Where do you fit into these StatIStIF:S? young age (20 years of age), worked until age @bthen until
Retirement can happen whenever you want it to happlee age 72 on average. They had many years to earsaaedand
timing is personal. Sometimes, there few years to spend. Normal

are what | call 'triggers' to retirement: retirement has been age 65 for a
1. Employer. At times, people : e |0N() time. Think about it, all of our

retire because their employers are —

downsizing and they are given
incentives to retire early.

2. Time/tenure. Sometimes peo
work until they have earned enoughi=
pension credits or they reach a =
performance benchmark, such as 2t
30 or 35 years of employment servi¢
3. Change. Others retire for a
lifestyle change. They may be tired
the grind or not satisfied with their
work.

retirement benefits such as the
Canada Pension Plan (CPP) and
Old Age Security (OAS) are
geared to a retirement age of 65.
Times have changed. People are
now working later because of
school and post-secondary
education. People are also retiring
earlier. Today, Freedom 55 has
branded the thought in millions of
people that the time to retire is a
full decade before age 65. While

4. Money. Some retire because _ _ this is great in theory, it is not that
they have enough money to do so. You may findtihisl to easy to achieve in practice.

believe, but it is possible.

5. Plan. For some, retirement comes from carefuiihg. While everyone wants to retire early, th

A definition of employee salary is a very employers leave themselves open to litigation, “salary”.

important term to outline in context to yourshould the beneficiary of a Life Insurance policy

group insurance program — specifically  or recipient of Disability payment not agree withFor example, Joe Sales earns a base
related to benefits defined by income.  the amount in which the benefit was based. ~ salary of $40,000 annually. This is
Benefits based on annual income such as a the amount in which his employer
Group Life Insurance benefit, which may Two key terms commonly used when referring tefers to as hisannual salary” .

be paid as a multiple of annual “earnings”, €mployee re-numeration atsalary” and

as well as Short and Long Term Disability “€arnings”. These two terms are often used in Last year, Joe earned $60,000 in com-
benefits which are paid out as a percentagée same context, however, they can have two MISSIONS on NEw sales. His base sal-
of monthly “earnings”. completely different meanings. Most commonlyary of $40,000 plus commissioned

this terminology can be misconstrued for employgarnings” totaled $100,000. There-
Without proper definition of the terminol- ees earning commissions in addition to an annual
ogy relating to “salary” based benefits,
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If your company is a privately owned Canadian corporation
and has debt insured through a bank, you could be missing a
significant tax opportunity!

Debt insured through a corporately owned insurance policy
will pay off the bank debt in the event of death, as well as
provide the ability to take the same dollar amount of the
insurance out of the corporation tax free.

If the insurance policy is owned by an OPCO (operating
company) with the beneficiary also being OPCO, when the
death benefit is paid out to the corporation it creates a credit
in the Capital Dividend Account. This credit will allow the
existing shareholders or the estate to take the same dollar
amount of the insurance proceeds out of the OPCO tax free.

There are also other advantages to the corporation owning
the insurance to cover off bank debt rather than the bank
itself insuring the debt. Through the bank, the face amount
of the insurance reduces equivalent to the debt but the
individual always pays the same amount of premium. The
insurance is also not guaranteed to renew as well, insuring
your debt through a life insurance policy provides to you the
control of the insurance proceeds and its use.

~Jackie Cyr
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Life Insurance Policy
e.g. $1,000,000
in the event of death of Owner

Owner: Company (OPCO)

Pays OPCO (Company)
$1,000,000 death benefit

OPCO (Company)

CA | Steres.
(Capital Dividend Account) $1.000.000
gets credited $1,000,000 T

l

Existing Shareholders/Estate
can take $1,000,000 out tax
free

fore, Joe defines his take-hoftearnings” for the last year as
$100,000. Joe meets with an untimely death, antdémneficiary
expects a benefit amount of 2 times his anfealinings” as
defined in his employee benefit handbook. To thedficiary,

information.

It is up to your internal corporate practice toidef‘earnings” and

“salary” relating to the group benefit program (i @hether commis-

Joe earned $100,000 in the year prior to his défaghefore they Sions or bonuses are included in the definitiofeafnings”. What-

are expecting a pay out of $200,000 (based on &stims annual
earnings) However, Joe’s employer reported his ahnu
“earnings” to the insurer based on his bésalary” of $40,000

annually, therefore, according to the insurer dredemployer, theA

Life Insurance benefit paid at 2 times annigarnings” to Joe’s
beneficiary will be $80,000.

As such, this can be cause for much confusion gtential
legal situation, as the employee and beneficiary nw have
received a clear definition of “salary” vs. “earggi in relation to
the Life Insurance benefit. The same confusion owyur with
Short or Long Term Disability benefits if the empde assumes
commissions or bonuses are incorporated into tfiritien of
annual “salary”, whereas the employer does not.

It is important to define and publish your corperdefinition of
“salary” or “earnings” to staff relating to your @loyer spon-
sored group benefit program. The verbiage providgtle em-
ployee booklets from the insurer is generic in ratuoutlining
only the schedule in which the benefit will be paidt the spe-
cific amount payable to each insured member. hénpiast, wallet
certificates provided to insured members by tharasce com-
pany provided the exact benefit amount in whicleeployee
was insured under the Life and Disability policieswever, due
to recent privacy legislation, many insurers hamaved this

information from their wallet certificates in favof more generic corporate definition of “earnings” in addi

ever your corporate decision, it is your due ditige to properly in-

form your staff of your corporate definition of ‘feéngs”, and to

keep this information up to date with the insurer.

n example of definition of “earnings” may be afidas:

ABC Corporation: Definition of Employee “Earnings”

In context to our group benefit program, benefits based on
“earnings”, such as Life Insurance, Short Term Disability and Long
Term Disability benefits, “earnings” are defined as follows:

“Gross earnings " are defined as your actual income from employ-
ment with ABC Corporation. “Gross earnings” do not_include the
following:

bonuses or dividends

shift premiums

expense allowances (i.e.) car or meal allowance
gratuities

profit-sharing plans

overtime pay

or any other income that you receive on a regular basis or that
varies in amount or frequency paid.

If commissions are to be included in you




THE INTEGRATIS INSIDER

“10 year term insurance” is the cheapest way afring ones life,
Ontario law will soon protect employees aged 6&ore from age when one is in need of coverage and aiming to keepremium as
discrimination. low as possible in the short term. Term insuraigthe way to go.
You get what you pay foras 10 year term insurance is the type of

As of December 12, 2006, provincially regulated tyers in On- |ife insurance that is least collected on. The seasare the
tario can no longer force employees to retire gdtelcause they  following;

have reached 65 or more.
-the policy lapses and has no cash value to kegging
Ontario joins Alberta, Manitoba, Quebec, Prince BrWsland,  -the policy terminates at a specific age
Northwest Territories, Nunavut and the Yukon ingjefly banning-the policy renews at an unaffordable premium rate
age-based mandatory retirement.
Permanent whole life insurance takes on many fédomexamples;
Retirement Date and Employee’s Right to Choose Universal life, Whole life with cash value, term160 to name just
Ontario’sHuman Right’'s Coderohibits discrimination on the ba- g few methods of whole life insurance.
sis of age. The code currently defines age of epmpémt purposes This type of insurance initially cost more than ‘iéar term
as being 18 years or older but younger than 65 fiaas the effect jnsurance” however it is more costly in the long!r
of permitting age discrimination in employment,liing manda-
tory retirement, in situations where an employegsior older. Many whole life policies with cash value will eng providing you

_ ) ) with savings that can be accessed during latesyearally after
Bill 211 (ending Mandatory Retirement Statute Law Amendmenthe 20 year mark

Act, 2003 removes this age 65 upper limit from the codedife
December 12, 2006. The premiums end up having a savings componehgto t
therefore you are not only paying for the Net Gddeure

As aresult, the code will now also protect empésyaged 65 and |nsurance (NCPI) but are also creating safe mooeyservative
older from age discrimination. Employees will hake right to savings).

choose when they want to retire, in most situations
If the premiums of a permanent policy are not galesiith your

Exception o ) ) current budget the next best option is renegogetie “10 year
Mandatory retirement based on age will still benpited in cases term” policy you have prior to the renewal!

where the age of the employee is a reasonable @malfitle occu-
pational requirement. Please contact our office if you currently haveyear term

) ) _ insurance and we will shop the market for you arovipge you
For an occupational requirement to be reasonalléana fide, thewith the best cost available on the market today!

situation must be that the employer cannot acconateoithe em- ~Michele Garst

ployee without undue hardship, taking into consatien such fac-
tors as cost and health and safety issues. Theogerphill also ...

need to establish that the requirement is necessatyationally Looking for a previous issue of
connected to the performance of the job. Otheofaahay also he | is | d "
apply. The Integratis Insider~

Visit www.Integratis.ca

Employers who believe they have a re
B

hat

nty
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.. The Best Time to Retire Cont'd... Working after retirement

aggressive goal. I'm not saying it

i i ne interesting societal change
average retirement age is about 62 fop g g can't be done, but you must have

men and 58 for women. The average S that more people are actually - N
. . ; - some key variables working in
retirement age has been hovering  féturning to work after retiring. y 9

: According to Statistics Canada,YOUr favour:
around 60 for quite a few years. 40% of Canadians who retire go’ °Y g‘lay not lr:_eed_ all these
So, if you started working at 25 and back to work either full time or ;/;Vrgehresu\f[votr)ulncge;?a?/r?lurwm
worked until 60, you have 35 years ofPart time. The younger the ds y y
work and accumulation. The other ~ retiree, the more likely he or Shél;ee?iresrgg?'is best achieved
change is that life expectancy is will return to some form of rouah olanning. You can retire
growing and people are living longer. WOork. This phenomenon may n&vghen%vepr ou V\?a.mt The kev is
life expectancy is now approaching 8dyecessarily be driven by 0 understgnd what it takes %/o
that means we have less time to financial need. It may also be -
accumulate and more time to spend ofifiven by boredom or labour make it happen. Rather than let

; ; . mand. retirement control your Iif_e, you
Iretlro:-:mlgfnt income. Early retirement arte can take control by planning and
longer life expectancy mean it is more he bottom li understanding what is necessary
important than ever to plan properly fofhe bottom line _ to achieve the qoals vou set for
retirement_ AggI’ESSIve goals I’eqUII‘e |f g y

aggressive actions. Despite its YOUrSe!l:

appeal, retirement at 55 is an ~ Mike Townshend

: as each insurer is unique.

tion to gross earnings, it is imperative to yourist Should you have any questions or concerns relating

to “salary” or “earnings” based benefits, pleasa-co
tact Integratis Benefit Solutions Inc. for moreaiist .

$

understand how the commissioned portion of their
earnings would be incorporated in their benefit
amounts. Please contact your insurer for specific

. . ) o ) ~Vanessa Moore
information relating to commissioned based benefits

. . . - - e %8
sonable and bona fide occupational requirement Similarly, this change in legislation does not effe °

for age based mandatory re- access or entitlement to employer-

tirement should review the sponsored pension plans and will

specifics of their situation not affect age-based provisions in

with their legal advisors. the Workplace Safety and Insurance
Act, 1977

Please contact us.
We appreciate your
inquiries, questions,
Effect on Employee Benefit and comments:
Plans

The elimination of mandatory
retirement does not affect any
age 65 restrictions in em-
ployee benefit plans. The
Ontario Ministry of Labour’s
fact sheet states: “The status

The full effect of this change on
benefit plan costs is unclear, since
the impact will be somewhat de-
pendent on the number of plan
members who opt to work past 65.
However, a ban on mandatory re-
tirement in other jurisdictions has

quo with respect to disability plans, life insuranc not resulted in major cost stresses.

plans, and health benefit plans will be maintained.
The provision of benefits to workers aged 65 and
older will continue to be the employer’s discre-
tion.
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The content of this publication, based on inforomatihat we believe is accurate, is general in eatmd we cannot

guarantee its accuracy or comprehensiveness.

Integratis

Benefit Solutions

Inc.,

127 Victoria St. S
Suite 202,
Kitchener

ON N2L 6J2

Tel: 519.746.2600

or 800.561.7551

Fax: 519.746.2610
Web site:

www.integratis.ca



