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FINANCE 

Introduction 

Retirement is not simply a question of how much money you will get, but it does help to 

know what retirement income you may expect and measure that against your desires and 

needs in retirement, the goals that we discussed earlier in the course. 

Some of you may recall Mr. Micawber played by W.C. Fields in the movie version of 
David Copperfield by Charles Dickens. Mr. Micawber who was always living on the 

edge of bankruptcy outlined his philosophy: 

"My other piece of advice, Copperfield," said Mr. Micawber, "you know. Annual 
income twenty pounds, annual expenditure nineteen and six, result happiness. Annual 

income twenty pounds, annual expenditure· twenty pounds ought and six, result misery. 

The blossom is blighted, the leaf is withered, the god of day goes down upon the dreary 

scene, and - and in short you are forever floored. As I am!" 

Session objectives: 

By the end of this session you will: 

• Know what income you (as an individual or couple) might expect from different

sources.
• Understand what other assets and liabilities you need to consider in looking at

your finances.
• Understand what budgetary needs you have.
• Understand how to match income and expenditures.
• Know where to go for more information.
• Know what to consider when choosing a financial advisor.
• Understand the possibility and forms of financial elder abuse.

NOTE This course is an overview. We cannot answer detailed questions about your' workplace 
pension plan, and retirement benefits from work. 

For more detailed advice on both income and expenditures, consult your financial advisor at your 
credit union or other institution. 
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Sources of retirement income 

Retirement income from the government 

The federal government has several programs which provide income to retirees. You 

may not be entitled to collect income from the government under all of these programs. 

It is important for you to know which programs apply to you and what income you can 

expect under particular circumstances. For example, your entitlement under some 

programs depends on when you start to receive income under the program. 

The federal government programs which provide retirement income to retirees are: 

• Canada Pension Plan ( or in Quebec, the Quebec Pension Plan) pension

• CPP Allowance
• CPP Disability Benefits

• CPP Survivor Benefits
• Old Age Security

• Guaranteed Income Supplement

There are other federal programs of general henefit that seniors can use. These include 

the Disability Tax Credit and the Caregiver's Tax Credit. 

Handouts# 1 to #11 in this Participant Manual provide more information on these 

programs. 

Workplace pension plans 

In addition to the retirement income you receive from the government, most unionized 

employees and some non-union employees receive workplace pensions. 

Here are some important questions you should ask about your workplace pension plan. 

(In the case of couples where both partners worked outside the home for at 1east some of 

their life, these questions apply to both of you.) 

• Is my plan a defined benefit, defined contribution or some other formula?

• If it is defined benefit, what is the formula?

• Is my pension benefit based on including CPP and\or OAS ? or are these two ·

plans paid to me in addition to my workplace plan?

• At what age can I start to draw my workplace plan?

• If I draw my workplace pension before I turn 65, what, if any, penalty do I suffer

in my pension?

• If I draw it before 65, is there a bridging payment until 65?

• Do I have a severance payment at work and if so how much?
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Net worth 

Assets 

It is important to look at your assets when calculating your finances. Your most important 
asset is likely to be your home. But, you may also have money in the bank, savings 
bonds, a vehicle, life insurance with a cash value, severance pay, RRSP's, (see Handout 

#17), other investments such as bonds, and tax free savings accounts(see Handout #21). 

Liabilities 

On the minus side you may have liabilities such as mortgages, loans or credit card debt. 

Two kinds of very dangerous liabilities are credit card debt and reverse mortgages. 
Credit card debt is usually more expensive to pay off than a regular loan because interest 

. rates are higher on credit cards. If you cannot pay off your credit card debt right away, 
see your financial institution about taking out a loan at a lower rate. 

Reverse mortgages are a highly advertised way for seniors to gain money to live on. But, 
a reverse mortgage is in fact a loan on which the interest accumulates and is 
compounded. 'Unlike a normal loan there are no regular payments. Thus the loan 
becomes larger every month. Eventually the loan has to be paid off, and the total cost of 
borrowing will be much greater than with other types of loan. See Handout #21. 

Net worth calculation 

Use the Net Worth Calculation on the next page to calculate a first rough estimate of your 
assets and liabilities. A second copy of the form is provided for later use. Handout# 18. 
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HANDOUT# 18 NET WORTH CALCULATION 

INVENTORY OF ASSETS 

Savings & Chequing Accounts $ ______ _ 

Tax Free Savings Account & Term Deposits 

Savings Bonds 

Cash Value of Life Insurance 

Other 

Sub Total $ 

INVESTMENTS 

Stock Shares $ 

Bonds 

Real Estate & Land ( not your own residence) 

Other Funds 

Sub Total $ 

RETIREMENT SA VIN GS 

Pension Funds $ 

RRSP's 

Severance pay, buy-out, lump sum payment 

Other 

Sub Total $ 

PERSONAL ASSETS 

Principal Residence $ 

Secondary Residence 

Automobile 

Other ( e.g. art, jewelry, furnishings) 

Sub Total $ 

Total Assets $ 
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INVENTORY OF LIABILITIES 

SHORT TERM DEBTS 

Credit Cards 

Overdrafts, line of credit 

Other 

INTERMEDIATE-TERM DEBTS 

Car Loan 

Investment Loan 

Other 

LONG-TERM DEBTS 

Mortgage 

Other 

Total Assets $ ______ _ 

Total Liabilities $ ______ _ 

NET WORTH $ _____ _ 
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Tax breaks and credits for retirees 

See the calculations for these deductions on the Federal Worksheet found at the end of 
this segment. 

Note The Canada Revenue Agency has a webpage that deals with tax matters of specific 
interest to seniors at: www.cra.gc.ca/seniors 

Age amount 

The age amount is available to individuals who are 65 years of age or older at the end of 
the prior year. (For example, for the 2012 tax year, you must have been 65 or older on 
December 31, 2011.) In 2012, if your net income (line 236 of your return) is less than 
$33,884.00, you can claim the maximum amount of $6,720.00. If your income is greater 
than $33,884.00, see the calculation on the Federal Worksheet. 

The age amount is indexed to inflation each year. 

Pension income amount 

You may be able to claim up to $2,000 if you reported eligible pension, superannuation, 
or annuity payments on line 115, line 116, and/or line 129 of your return. 

Eligible pension income does not include the following income· amounts: 

• any foreign source pension income that is tax-free in Canada because of a tax
treaty that entitles you to claim a deduction at line 256;

• income from a United States individual retirement account (IRA); or
• amounts from a RRIF included on line 115 and transferred to an RRSP, another

RRIF or an annuity.

The pension amount is not indexed. 

CPP income splitting 

Spouses may split their pension income. CPP can be split equally between the partners 
with the proviso that it applies to the time that they were married or living common law 
with each other. When this split happens, the spouse with lower income receives their 
share of the income. 

Other pension income splitting 

Workplace plan or RRSP income may be split but only by one spouse or partner. 
However in contrast to CPP splitting, the lower income spouse receives no income but 
rather a tax liability. The higher income spouse pays less tax. This feature, added by the 
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Conservatives, does nothing for low income seniors. Its greatest benefit goes to couples 
where one spouse has a private pension of over $100,000. 

The Caledon Institute did an analysis of the program in 2006. The full analysis is 
available at http://www.caledoninst.org/Publications/PDF/609ENG.pdf. Here are a few 
highlights: 

• A senior couple with a modest private pension of $20,000 a year (all to one
partner, which maximizes the benefit) will realize a grand total of$ 310 in federal
income tax savings as a result of income splitting.

• For a couple with $30,000 in pension income, the savings increase to $802.
• However, a senior couple with $100,000 in pension income will see a tax

reduction of $7,280.
• The great majority of senior couples would see, at best, only a modest tax savings

of $600 or less as a result of the program.

The proposal supported by the Congress of Union Retirees of Canada and the labour 
movement to improve CPP, OAS and GIS would do far more to help seniors. 

That being said, there could be some advantage to you. Computer tax programs like U 
File determine how you can reduce your total taxes by the optimal amount. Its aim is to 
reduce the higher marginal rate of the higher income pensioner. You may also chose to 
go to a person or firm specializing in filing income tax returns. 

Disability and Caregiver Tax Credits 

If you suffer from a disability that constitutes a "severe and prolonged" impairment, you 
can claim a disability tax credit on your income tax. If you have suffered from this 
_disability for years but did not claim the disability tax credit before, you may be awarded 
the benefit retroactively. Some people have been able to claim thousands of qollars in 
doing so. 

If you are caring for someone with a disability, you may be eligible for a caregiver. tax 
credit. See handout # 11 for more information on these credits plus other deductions and 
credits that you may be eligible to claim. 

NOTE - While your gross income in retirement will usually be lower compared to when 
you were working, you will have higher deductions, and no longer be paying CPP and EI 
premiums. So, your net income may not fall very much. 

Of course, you may now have expenses you did not have before, e.g., expenses that were 
previously covered under your collective agreement, notably health and welfare benefits, 
that you now have to pay for out of your own pocket. 
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Retirement income and expenditures calculations 

The next pages in this manual contain two worksheets you can use to calculate your 

expected retirement income, Handout # 19 and your expected retirement expenses, 

Handout# 20. 

If you have a partner, complete these worksheets together. If that is not possible, show 

your work to your partner later and discuss it with them. 

Retirement income 

Use the worksheet on Retirement Income, Handout #19 to calculate a first rough estimate 

of your income in retirement. A second copy of this form, Handout #19, is provided with 

the other handouts for later use. 

Review your answers. Will your income be significantly more, or significantly less than 

you anticipated? 

If you were to retire today, what would your total income be? Compare it with how 

much you earn annually at work. If you make $30 an hour and work 2,000 hours a year, 

your total gross annual income is $60,000. If you estimate your retirement income would 

be $45,000.00 a year, that's a difference of only $15,000 a year. That means you're 

going to work for only $7.50 an hour above what you would be receiving if you retired. 

Take away taxes and the reduction in expenses you're likely to have in retirement and 

you're staying at work for less than $5.00 an hour in your pocket. Maybe you should 

bring forward your retirement plans? 

Retirement expenditures 

Use the worksheet on Retirement Expenditures, Handout# 20 to estimate your current 

expenditures and the expenditures you will have when you retire. This is the second half 

of Mr. Micawber's calculation. 

Some expenditures will be lower in retirement, e.g. money spent on travel to and from 

work, on work clothes, lunches out, etc. If you move house, the savings may be 

considerable. On the other hand, you can expect to pay more for health care, for 

example. If your benefits do not carry over into retirement, this can represent a 

significant increase in expenses once you retire. 

Now compare your expected income with your expected expenses. Are there any 

surprises? Will you be able to afford everything you would like to do in retirement? Do 

you need to adjust your goals, or adjust your estimated retirement date? 
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T1-2015 Federal Worksheet

Use the following charts to make your calculations according to the line instructions in the General Income Tax and Benefit Guide.
Keep this worksheet for your records. Do not attach it to the return you send us.

Instalments

See "Should you be paying your taxes by instalments?" in the guide.

1Total payable from line 435 of your return (not including the amount on line 421 and the amount on line 430) 

2Total credits from line 482 of your return 
3Total of amounts on lines 448, 450, 457, and 476 of your return –

4Line 2 minus line 3 = –
5Line 1 minus line 4 =

You may have to pay your 2016 taxes by instalments if for 2016 and for either 2015 or 2014 the amount on line 5 is more than $3,000.

Line 235 – Social benefits repayment

1Amount from line 113 of your return

2Amount from line 146 of your return +
3Add lines 1 and 2. =
4Overpayment of old age security benefits recovered (box 20 of your T4A(OAS) slip) –
5Line 3 minus line 4 (if negative, enter "0") =

6Amount from line 234 of your return

7EI benefits repayment from line 4 of the chart on your T4E slip (if any)
8Universal child care benefit (UCCB) (line 117 of your return) +
9Registered disability savings plan (RDSP) income (line 125 of your return) +

10Add lines 7, 8, and 9. = –
11Line 6 minus line 10 =

12UCCB repayment (line 213 of your return) 
13RDSP income repayment (included in the amount on line 232 of your return) +

14Add lines 12 and 13. = +
15Add lines 11 and 14. =
16Base amount –
17Line 15 minus line 16 (if negative, enter "0") =
18Multiply the amount on line 17 by 15%. =

19Enter the amount from line 5 or line 18, whichever is less.
20Enter the amount from line 7 above (if any). +

21
Add lines 19 and 20.
Enter this amount on lines 235 and 422 of your return. =

Line 301 – Age amount

1Maximum claim

2Your net income from line 236 of your return

3Base amount –
4Line 2 minus line 3 (if negative, enter "0") =

5Multiply the amount on line 4 by 15%. –

6
Line 1 minus line 5 (if negative, enter "0")
Enter this amount on line 301 of Schedule 1. =

5000-D1

 72,809.00

 7,033.00

 35,466.00



Protected B when completed

Line 314 – Pension income amount

1Amount from line 115 of your return

2Foreign pension income you included on line 115 and deducted on line 256

3Income from a U.S. individual retirement account (IRA) included on line 115 +

4
Amounts from a RRIF or a PRPP included on line 115 and 
transferred to an RRSP, a RRIF, a PRPP, or an annuity +

5Add lines 2, 3, and 4. = –
6Line 1 minus line 5 =

7

Annuity payments from line 129 of your return (box 16 of your T4RSP slip) only if you were 65 years of age or 
older on December 31, 2015, or you received the payments because of the death of your spouse or common-law 
partner +

AAdd lines 6 and 7. =

Enter on line 314 of Schedule 1 $2,000 or the amount on line A, whichever is less. However, if you and your spouse or common-law partner 
are electing to split your eligible pension income, enter the amount from line A on line A of Form T1032, Joint Election to Split Pension 
Income. Follow the instructions at Step 4 of Form T1032 to calculate the pension income amount to enter on line 314 of your and your 
spouse's or common-law partner's Schedule 1. 

Line 316 – Disability amount (for self)
(supplement calculation if you were under 18 years of age on December 31, 2015)

1Maximum supplement 

2
Total of child care and attendant care expenses for you, claimed by you or by
another person

3Base amount –
4Line 2 minus line 3 (if negative, enter "0") = –
5Line 1 minus line 4 (if negative, enter "0") =

Enter on line 316 of Schedule 1 $7,899 plus the amount from line 5 (maximum $12,506), unless you are completing this chart to calculate 
the amount at line 318. 

Line 318 – Disability amount transferred from a dependant

1Base amount

2
If the dependant was under 18 years of age on December 31, 2015, enter the amount from line 5 of his or her 
chart for line 316. Otherwise, enter "0". +

3Add lines 1 and 2. =
4Total of amounts your dependant can claim on lines 1 to 19 of his or her Schedule 1 +
5Add lines 3 and 4. =
6Dependant's taxable income (line 260 of his or her return) –
7Line 5 minus line 6 (if negative, enter "0") =

Enter on line 318 of Schedule 1 the amount from line 3 or line 7, whichever is less. If you are claiming this amount for more than one 
dependant, enter the total amount on line 318.

5000-D1

 4,607.00

 2,699.00

 7,899.00
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Line 410 – Federal political contribution tax credit

If your total federal political contributions (line 409 of your Schedule 1) were $1,275 or more, enter $650 on line 410 of your Schedule 1. 

Otherwise, complete the appropriate column depending on the 
amount on line 409.

Line 409 is 
$400 or less

Enter your total contributions.

–
Line 1 minus line 2 (cannot be negative) =

×
Multiply line 3 by line 4. =

+
Add lines 5 and 6.
Enter this amount on line 410 of your Schedule 1. =

Line 409 is
more than $400 but 
not more than $750

–
=
×
=
+

=

Line 409 is
more than $750

–
=
×
=
+

=

1
2
3
4
5
6

7

Line 452 – Refundable medical expense supplement

Read the conditions for line 452 in the guide to determine if you can claim this credit.

1Your net income from line 236 of your return
2Net income of your spouse or common-law partner from page 1 of your return +

3Add lines 1 and 2. =

4
Universal child care benefit (UCCB) (line 117 of your return) or
the benefit of your spouse or common-law partner from page 1 of your return

5
Registered disability savings plan (RDSP) income
(line 125 of your and your spouse's or common-law partner's returns) +

6Add lines 4 and 5. = –
7Line 3 minus line 6 =

8
UCCB repayment (line 213 of your return) plus the UCCB repayment of
your spouse or common-law partner from page 1 of your return

9
RDSP income repayment (included in the amount on line 232
of your and your spouse's or common-law partner's returns) +

10Add lines 8 and 9. = +
11Adjusted family net income: add lines 7 and 10. =
12Base amount –
13Line 11 minus line 12 (if negative, enter "0") =

14Enter $1,172 or 25% of the total of line 215 (of your return) and line 332 (of Schedule 1), whichever is less.

15Multiply the amount on line 13 by 5%. –

16
Line 14 minus line 15 (if negative, enter "0")
Enter this amount on line 452 of your return. =

5000-D1

 0.00

75%

 0.00

 400.00

50%

 300.00

 750.00

33.33%

 475.00

 25,939.00
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HANDOUT#20 Monthly retirement expenses 

Home 

Mortgage, rent 
Property taxes 
Repairs, renovations 

Heating 
Electricity 
Water 
House cleaning 
Cable television, video rentals 
Telephone 
Computer, internet access, ink, paper 
Furniture, drapes, carpets, artwork 
Appliances 
Garden, plants 
Snow removal 
Other 

Food 

Grocery store 
Meals away from home 
Entertaining at home 
Delivery meals 
Liquor 
Tobacco 
Other 

Health 

Medical (not covered by insurance 
Prescription drugs 
Non-prescription drugs 
Dental 
Physio., chiro., massage 
Counselling, therapy 
Glasses 
Health club 
Exercise equipment 
Other, e.g., hearing aid, walker 
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Transportation 

Vehicle purchase, lease, car share 
Fuel 
Vehcle insurance 
Vehicle and driving licences 
Vehicle maintenance, repairs, washes 
Parking 
Tolls 
Public transportation 
Air fares 
Train fares 
Other 

Work 

Tools, equipment 
Work clothes, foorwear 
Union, professional dues 
Work related transport 
Other 

Personal 

Sports activities, green fees, race fees 
Hobbies 
Hair, cosmetics 
Clothing, footwear 
Dry cleaning, laundry 
Other 

Leisure, entertainment 

Vacations 
Cottage, time share 
Vacation leased vehicle 
Attendance at sports events 
Shows, theatre, concerts 
Visits to museums, art galleries 
Papers, magazines, books 
Education (course fees, text books) 
Membership fees 
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Insurance 

Health insurance 

Life insurance 

Disability insurance 

Home insurance 

Travel insurance 

Critical care insurance 

Other 

Loans and savings 

Car loan 

Personal loan 

Credit cards 

Line of credit 

Other loans 

Retirement savings, RRSP's 

Other savings 

Miscellaneous 

Alimony payments 

Child support payments 

Gifts (birthdays, etc.) 

Family care 

Elder care 

Donations: political 

Donations: charitable 

Donations: faith groups 

Pets 

Other, e.g. funeral expenses 

TOTAL CURRENT EXPENSES 

TOTAL RETIREMENT EXPENSES 
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Financial advice 

When you've done all your calculations, you may decide that you need some professional 
advice. You might start with your credit union. Many people with varying titles and 
knowledge are waiting to offer you advice - usually for a direct or indirect fee. Their 
titles can be confusing. 

The financial advisor role in C_anada is varied. Most financial advisors carry licenses to 
sell life insurance, securities, or mutual fund - or some combination of all three. The life 
insurance license is obtained through successful completion of the life license 
qualification program, except in Quebec, where licensing is completed through l'autorite 
des marchiers financiers. There are three distinct securities licenses available. Completion 
of the Canadian Securities Course allows the sale of most types of securities, including 
stocks, bonds, and mutual funds. More advanced licensing is required for the sale of 
derivatives and commodities. Completion of a mutual funds course allows the adviser to 
sell mutual funds only, excluding certain types of very specialized funds and importantly, 
exchange-traded fonds (ETFs) - although recently non-securities licensed financial 
advisors have gained access to ETFs through new mutual fund products. The third 
possible license is the exempt securities license. 

In many, but not all cases, licensing requires the support of a dealer or insurer. It is also 
mandatory for advisors to carry ElTors and Omissions Insurance. The term financial 
advisor can refer to the entire spectrum of advisers. In general, the industry in Canada is 
segmented into three channels of advisers: MGA, MFDA and IIROC. However, there is 
little regulatory control exercised over use of the term, and, as such, many insurance 
brokers, insurance agents, securities brokers, financial planners and others identify 
themselves as financial advisors. 

Many financial advisors in Canada are also financial planners. While there are numerous 
financial planning designations, the most common is the Certified Financial Planner 
designation although the Personal Financial Planner designation is also popular in 
Canada. There is no regulation, outside of Quebec, of the term "Financial Planner" .1

However the Institut quebecois de planifcation financiere (IQFP) which serves as the 
gatekeeper for the title is currently powerless to strip a planner of the designation. 

A financial planner or personal financial planner is a practicing professional who 
prepares financial plans for people covering various aspects of personal finance which 
includes: cash flow management, education planning, retirement planning, investment 
planning, risk management and insurance planning, tax planning, estate planning and 
business succession planning (for business owners). This person's income is derived 
directly from fee they charge you rather than indirectly through financial products they 
sell you. 
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The term financial consultant is sometimes used instead of Financial Advisor or 
Financial Planner. You need to understand what they offer and charge. When choosing a 
financial consultant, it's important to shop around and ask detailed questions of each 
potential advisor. Questions to ask include what services he or she offers, what his or her 
approach to financial planning is, what kind of fee structure will be used, what type of 
licensing he or she has, and whether he or she has ever been disciplined. Additionally, 
people should ask potential advisors what kind of experience they have with working 
with people in their specific financial situation, as approaches to financial planning vary 
according to circumstance. 

Handout# 23 Ten Questions to Ask Your Financial Planner has advice about what to 
look for in a financial advisor. 

Remember that some financial planners make their money by selling particular products. 
Their advice may be influenced by the fact that they make a commission when you buy 
certain products. So, be cautious and seek a second opinion. 

Other planners earn their living through their advice only, and not through commissions 
on products that they sell. They usually cost more, but their advice is likely less skewed. 

Elder abuse: financial abuse 

You should be aware of how to defend yourself against financial abuse. Financial abuse 
is just one type of elder abuse you may be exposed to. Other forms are dealt with in the 
section on Health. 

We noted earlier a caution around power of attorney. 
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