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DECUMULATION VS. ACCUMULATION

- Clients build their assets at number of places

- Need to “consolidate” to use them most efficiently
- Asset use vs. asset building

- Planning and process driven not product driven

- Many of the investment rules that apply when saving
don’t apply in the withdrawal years
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THE FIRST THING TO DETERMINE ...

- Is there a “fit” for what they
want and

- What we do
- How we do it
- Why we do it that way
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THE RETIREMENT INCOME PLANNING PROCESS

Y
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Not every prospective client is a fit for our
business model

Our business model is not a fit for every
prospective client
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THE CHALLENGE FOR ADVISORS

- Dealing with the differences
- Acumen

- Processes
 Structure / team

O——TIME
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MOVING FROM
LONG TERM SAVINGS TO
LONG TERM SPENDING

Advisors mistakenly think
that the relationship will
retain the client




THE NUMBER 1 QUESTION FOR CLIENTS

“Do you have a written plan

forecasting income and \-/.‘
expenses in retirement, y
to ensure that you don't '
run out of money?” I
/
/

7

O
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FOLLOW UP QUESTION

Have you stressed your plan to
make sure that the structure,
strategies and solutions can
continue to do the job they
were designed to do when

you set up the plan?

Empire Life
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The BLUEPRINT

A Six-Step Plan to Design
and Build a Secure Retirement =
|
|
|
|
|
|

WE‘I‘\R/ DARYL DIA;;ND

I Age 55
A CANADIAN GUIDE # |
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CAN | AFFORD TO RETIRE?

Yes you can, if ...

1. You have sufficient assets and benefits to create
the income you need

2. You can have the lifestyle you want
3. This can be sustained throughout your retirement
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THE NEED FOR A PLAYBOOK

«~ X

- Detailed Playbook incorporates ...

- Processes

- Proven strategies

- A defined course of action
- Many moving parts and many changes
- Variables frequently outnumber guarantees
- Plan provides clear view and understanding
- Coordinates household income streams

- Shows impact of how improvements to their current
situation will benefit them

= ‘ @& Empire Life
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IMPROVING AREAS OF WEAKNESS

»/ Find area of weakness in client detail or situation

Show clients cost and/or disadvantage associated
with weakness

Show clients options on how to improve situation
_/ and quantify benefits of taking action

n/ Implement the solution to “make things better”

‘ @& Empire Life
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BETTER = MORE EFFICIENT

- Preserve government benefits

- Preserve tax credits

- Less tax on income and estate

- Less cost for investments

- Less strain on income-producing assets to create income

- Enhance wealth transfer opportunities for heirs
and charity

- Use insurance vehicles for health risk management
and wealth transfer

‘ @& Empire Life
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THE FORMULA

A number of
improvements

For advisor/dealer use only | 18

A larger sum
of money

The number
of years in
retirement
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COMPREHENSIVE RETIREMENT INCOME

PLANNING

Four channels...

- Structural Plan

- Investment Plan

- Health-Risk Management
- Wealth Transfer

Each is a process unto itself

o
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framing
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RETIREMENT INCOME PLAN
STEP BY STEP




THE EIGHT STEP RETIREMENT INCOME PLAN

Assess current life stage

Determine lifestyle and time objectives

Establish financial goals and priorities

Create income needed through layering

Align investments with the Profile/Playbook

Health Risk Management

Wealth Transfer — Spouse / Estate / Intergenerational
Assess impact on net worth

©® N o 0o~ W Ddh =
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GUIDING THOUGHTS

- Good retirement income planning advisor is golden

- Need/demonstrate knowledge and passion

- Need competency and caring

- integrated, holistic approach?

- Generalities have exceptions; including “rules of thumb”
- What to avoid

‘ @& Empire Life
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HERE'S WHAT WE'RE DOING AND WHY....

- Measuring success Q

- More goal oriented

- Money = means to an end vs. power K
- Giving back; doing good

- Relationships are #1 ? \

=
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COMPREHENSIVE RETIREMENT INCOME

PROFILE

- Reference worksheets,
setup, functionality

For advisor/dealer use only | 27

COMPREHENSIVE
RETIREMENT INCOME
PLANNING PROFILE

Prepared for: Client Name
Client Address
Client Address

Joint Client Name
Joint Client Address
Joint Client Address

Prepared by: Advisor Name
Advisor Firm
Advisor Address
Advisor Address
Advisor Telephone

Empire Life
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STEP 1: ASSESS CURRENT LIFESTAGE

- Where are they in their “retirement lifecycle”

- What are the current data / reference points?

- Are they starting retirement at same time?

- Retire “in stages” or work right up to “finish line”?
- Looking to start consolidating their assets?

O—X
@ — X
O—X
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LISTEN FOR CLIENT CONCERNS

- Liquidity

- Capital Preservation
- Guarantees

- Control

- Legacies

For advisor/dealer use only | 29



STEP 2: DETERMINE LIFESTYLE AND TIME
OBJECTIVES

- What is/are the clients’ view of retirement?

- What role will work play in their plans?

- What are their lifestyle and fulfilment goals?

- What are their family priorities and/or issues?
- Where will they reside?

- What are clients going to do with their time?

®—X
O—X
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STEP 3: ESTABLISH FINANCIAL GOALS AND
PRIORITIES

Ideal situation when retirement income starts:

- Not servicing any debt
- Life and health insurance coverage in place
- Sufficient assets to comfortably fund needed cash flow

- Mix of registered and non-registered income-producing

O—X
& — X
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Establishing your Retirement Priorities

Rank the following in terms of their importance. The higher the rating, the more important the issue is to you and
your spouse/partner.

Retirement Income Priority Rating 1-10

You Spouse/Partner

Income Security
Being certain you will not outlive your income

Safety of capital

Being certain your income producing assets are protected

Guaranteed Income
Having a base level of guaranteed income that you cannot outlive

Highest Possible Income Today
Use all assets to create the largest income immediately

Addressing Inflation
Having your income grow to maintain purchasing power

‘ @& Empire Life
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You

Retirement Income Priority Rating 1-10

Spouse/Partner

Reducing Taxes
Explore strategies to pay less tax on your income

Health Risk Management
Minimizing the use of your personal assets for health care costs

Using Capital Assets
Willing to reduce the value of your assets to create your income

Estate/Wealth Transfer

Leaving assets to family and favourite causes rather than the tax department

For advisor/dealer use only | 33
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STEP 3: ESTABLISH FINANCIAL GOALS AND
PRIORITIES

- Establish their Money Hub priorities
- Calculate initial income target

- Additional cash flow in early years
Lump sum requirements

Insurance or critical iliness coverage
Inflation considerations

Reduction in spending in later years
- Is this sustainable?

- Survivor issues ‘

For advisor/dealer use only | 34




HOW MUCH IS ENOUGH?

- Focus on the income side
- What about the expense side?
- Match recurring expenses to recurring income

- Enough to do what....exactly?

- Remember: What do you want to do”? When do you want
to do it? How do you want to do it? How long do you want
to doit? ..... no matter what?

Ref: Comprehensive Retirement Income Planning Profile

‘ @& Empire Life
InvestmentS“
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IT'S ABOUT CASH FLOW

- How much of this cash flow should be guaranteed?
- Will cash flow needs change over time?

- Consider phases of retirement

- Cash flows adjusted for each phase

For advisor/dealer use only | 36



INCOME TARGET

Needs

Your Income Target

Monthly, after tax

NEEDS DISCRETIONARY
Mortgage/Rent Vacations/Travel
Taxes Restaurants

operty Insurance

ater/Heat/Hydro

Entertaining

Hobbies

Condo Maintenance/Fees

Property Maintenance

Gifts

Charitable Donations

Food Memberships
Clothing Recreational Property
Installment Loans New skills or interests
Subtotal $0.00  Subtotal $0.00
Life Insurance Other
Critical lllness Insurance Other
Long Term Case Insurance Other
Health Insurance Other
Dental Care Other
Prescription Drugs Other
Non-Prescription Drugs Other
Other Medical Other
Subtotal $0.00 Subtotal $0.00
Auto Loan /lease
Auto Insurance
Fuel
Maintenance
Subtotal $0.00
Total Discretionary Total Discretionary
Total $0.00 Total $0.00

EMPIRE LIFE INVESTMENTS

Discretionary
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INCOME TRENDS OVER TIME

Early Retirement

/

Normal Retirement Late retirement

120000

100000

80000

OAge
» 60000
o BSpending
S
0O 40000 -
20000 -
0 .
Addressing phases of retirement
For illustrative purposes only
‘ @& Empire Life
For advisor/dealer use only | 38 Investments




ESTABLISH FINANCIAL GOALS AND
PRIORITIES

Survivor income issues:

- reduced or discontinued income streams
- timing of the above

- percentage of total income

- how much left for survivor

- sufficient .
- all assets being used for income

- most likely asset allocation changes

- new beneficiary / estate arrangements

‘ @& Empire Life
Investments
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STEP 4. CREATE INCOME THROUGH LAYERING

- Layering is income planning in most specific sense

- Year-by-year determination of how to create income
you need, from the sources available to you, in most

efficient way

Layer income in a tax-efficient manner

O— X
O—X
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STEP 4. CREATE INCOME THROUGH LAYERING

- Use least flexible income sources as they become
available

- Use least tax-efficient income sources in lower
tax brackets

- Work efficiently within the tax brackets

- Put least amount of “strain” on an asset to deliver the
next dollar to spend

- Look for income-splitting opportunities
- Determine which assets are best to use/defer

‘ @& Empire Life
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STEP 4: CREATE INCOME THROUGH LAYERING

Getting next $1.00 after tax - withdrawals required

Federal
Bracket

11,038

43,562

87,123

135,054

Rate

25.0%

32.0%

36.0%

39.0%

Eligible
Taxable Dividends Gains

Capital

$1.33

$1.47

$1.56

$1.64

$1.00

$1.11

$1.18

$1.23

Sample: combined federal / provincial income tax 2013
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$1.14

$1.19

$1.22

$1.24

TFSA

$1.00

$1.00

$1.00

$1.00

(5
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INCOME: OPTIMIZING TAX EFFICIENCY

Non-registered income streams:
Return of capital (ROC) income streams
Tax-paid capital (Series T mutual funds)
Capital gains as income
Leveraged cash value life insurance
Prescribed annuity contracts
Guaranteed Withdrawal Benefit plans
Systematic withdrawal plans
Income splitting strategies

Flexible and transferrable

Empire Life
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Tax Year

B0 Income Tax Estimator

Identification

=

ovince | ontaro v| Taxpayer Spouse
Chilgren e (¥ Single Age |13w65 Vl 139065 v

Total income

Employment Income S0.00 $0.00
ecunty pension SU.UU 90-00
gide penson income su.uu 30.00

-~ T
-2 “".;':

Employment insurance benefits S0.00 S0.00

Canadian dividends (actual amount received from CCPC) S0.00 S0.00 $ 1 25
n

Canadian dividends (actual amount received from Public

Cansdia sctual amount rece $0.00 $0.00 $1.38

$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00

$0.00 $0.00
$0.00 $0.00

For lllustrative
$0.00 $0.00 Purposes only

$0.00 $0.00

$0.00 $0.00

50.00 $0.00 o @& Empire Life
$0.00 $0.00 Investments
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IMPACT ON “NET INCOME”"
$10,000 INVESTMENT INCOME

Eligible Dividend

Non-Eligible Dividend

Foreign Dividend

Interest

Realized Capital Gain

Tax Free Savings Account
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$13,800

$11,800

$10,000

$10,000

$ 5,000

o
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CANADIAN RETIREMENT INCOME CALCULATOR

What do | need to begin?
- approximately 30 minutes to use calculator
- please make sure that you have the following:

- CPP Statement of Contributions or
QPP Statement of Participation

- financial information about your employer pension
(if applicable);
- recent RRSP statement(s) (if applicable);

- statements for other savings that will provide ongoing
monthly retirement income (annuities, foreign pensions;
survivor pensions, etc.); and

- access to computer that meets
minimum computer requirements.

‘ @& Empire Life
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STEP 4: CREATE INCOME THROUGH LAYERING

Federal Tax Credits 2014:

- Personal Exemption
- Age Amount

- Spousal Amount

- Eligible Dependent
- Pension Credit

- Medical expenses

“Clawback” Zone

- Age Amount

- Spousal Amount

- Old Age Security (OAS)
- Caregiver credit

For advisor/dealer use only | 48

$
11,138 (7,708-17,787 prov’l.)
6,916 = 17,892
11,138
11,138
2,000
3% of net income

34,873 — 80,980
11,138

71,592 — 115,716
15,472

‘ @& Empire Life
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PENSION CREDIT
Applied to first $2,000 of eligible income

age 65+
- Formal pension income

- RRIF, LIF or LRIF — periodic receipts

- Interest portion of non-registered annuity — immediate
or deferred

< age 65
- Formal pension income at any age

- Survivorship income of previously eligible pensioner
Includes GIO from insurance company

€& Empire Life
r advisor/dealer use only | 49 <P Investments



MAXIMUM EFFICIENCY 2014

Net Income

Federal Taxes
Payable

29%
(+16% Average
for Provinces)

$135,054

26%
(+16% Average
for Provinces)

$87,123
22%
(+14% Average
for Provinces)

$43,561
15.5%
(+14% Average
for Provinces)

Source: Your Retirement Income BluePrint

For advisor/dealer use only | 50

OAS

($6,618.48 — est. max.

OAS fully clawed
back

$115,716

Claw back zone
$71,592

Keep OAS

Age Amount — 65+
(Value — Approx. $1,676%)

Age Amount fully
clawed back

$80,256

Claw back zone

$34,873 ceiling for max
Age Amount

‘ @& Empire Life
Investments



STEP 5: ALIGN INVESTMENTS WITH PROFILE

Align investments for income:

- Different from accumulation — mind shift process shift

- Investment objective was accumulation

- Investment objective is sustainable income

- Remember legacy objectives

- Investments need to be aligned with Profile/Playbook
- Not vice versa

- Unique tools and strategies to create income

‘ @& Empire Life
InvestmentS“
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ACQUIRE KNOWLEDGE IN
OTHER INCOME SOURCES

AND APPLICATIONS

0—X




FOR EXAMPLE ....

1.

© o N o 0o &

10.
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What is the difference between “pension splitting” and “ olitting”
CPP/QPP retirement income?

Should someone start CPP/QPP pension - ?

Should people commute their com~ o
personalized plan?

Should people wind d~ e“ !

Should they bi» ?

At what - o ,ualify for pension splitting?

ot <Ir pension with government benefits?

\

Si ‘ ‘ e eligible pension income?
(" -

Sh -ontinue to make RRSP contributions after they
retire

Should people take individual pensions or base them as married
couples?

Empire Life
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MANAGE THE ASSETS
THAT PRODUCE THE

INCOME
Coordinate and consolidate




MINIMUM WITHDRAWAL — REGISTERED MONIES

Age

70
71
72
73
74
73
76
77

%

5.00
7.38
7.48
7.59
7.71
7.85
7.99
8.15
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Age

/8
79
30
81
82
33
84
85

%

8.33
8.93
8.75
3.99
9.27
9.58
9.93
10.33

Age

36
87
38
89
90
91
92
93

%

10.79
11.33
11.96
12.71
13.62
14.73
16.12
19.92

Empire Life
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TOPPING UP TO BRACKET — ONTARIO 2014

- RRSP “Exit Strategy”

- Assume taxable income of $42,000 per person
- Never in a lower bracket
- Same marginal rate (24.15%) $40,120 - $43,953
- (31.15%) between $43,953 — $70,651
- Pay tax now, split income or reinvest into non-registered
- Consider RRSP “conversion” before age 65
- Watch rules: income not withdrawals eligible

Combined Federal & Provincial Tax Brackets

Empire Life
‘; InvgstmentS“



CONVERT AND DEFER NON-REGISTERED
DOLLARS

- Creates more tax-effective income in the future

- Can help keep "net income" figure low

- Helps preserve gov't benefits and tax credits

- Provides more control for client (no min. withdrawal)
- May enhance future income splitting opportunities

- Long term care per diems may be lower

- More tax-efficient for survivor beneficiary

- More estate-friendly

- Fund TFSAs

- Use for insurance premiums (health risk management)

Empire Life
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STEP 5: ALIGN INVESTMENTS WITH PROFILE

Retirement income portfolios:

1.
2.

S -

Consolidate assets

Use process clients understand and “buy into” for
long term

Consider income streams as well as assets
Seek tax-efficiency in asset allocation

Be selective

Seek lower volatility

Look for reasonable fee structure

‘ @& Empire Life
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INVESTOR PROFILE QUESTIONNAIRE

The answers to the following eight questions will help you
determine your investor profile and recommend which of
the Empire Life Portfolio Funds® may be right for you.

Your profile takes into account your time horizon, your
risk tolerance and your investment goals.

You should review your profile and investment plan with
your advisor regularly to make sure your long-term
iInvestment approach is consistent with your needs.

‘ @& Empire Life
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1. What is your main investment goal?

2. Which statement best describes your objective in
relation to the financial goal you identified in
Question 1?

3. Will you want to withdraw 20% or more of your original
investment at any time?

‘ @& Empire Life
Investments
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4. How would you describe your knowledge about
investing?

5. What types of investments have you purchased over
the recent past?

6. The value of your investments will fluctuate with
changes in the financial markets. If your investment
portfolio decreases in value because of unfavourable
market conditions, how many years are you willing to
wait for your investment to recover its value?

= ‘ @& Empire Life
InvestmentS“
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7. The following bar charts show annual rates of return
earned by three hypothetical investments over an
eight-year period.

- The mountain charts below show the value of a $50,000
deposit made at the beginning of year one, over the
eight-year period. Given the fluctuation of the returns for
these three investments and their ending values, which
would you choose?

= ‘ @& Empire Life
InvestmentS“
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INVESTMENT A WITH A 5% AVERAGE ANNUAL
RETURN AND ENDING VALUE OF $72,339

Investment A Investment A
30 110,000
251
95,000 |
20}
15} § 80,000 |
S

€ 10k

310 65,000

e c| g eils

* Ll 4-4
o .,l,l,l,l,l 50,000
5

R O B - T N A R

i 23 x5 B 7 Hwe

For illustration purposes only " Fmpin;e Lifet
nvestments
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INVESTMENT B WITH A 7% AVERAGE ANNUAL
RETURN AND ENDING VALUE OF $84,613

Investment B
30
b1y
20t
15}
510-
;s.
0 l-lll..'
sl
-1of
15

E
2

0: 3= & 3 4 % 6 T Sws

For illustration purposes only
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80,000 |

65,000 |

50,000

Investment B

0O 1 2 3 4 5 6 7 8 9yrs

Empire Life
‘3 Invgstments



INVESTMENT C WITH AN 8% AVERAGE ANNUAL
RETURN AND ENDING VALUE OF $89,585

Investment C Investment C

0: & 42 3 A5 6 @ B 2Aws

W A, 12 3 4 5 06 oF By

For illustration purposes only €% Empire Life
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8. WHICH STATEMENT BEST DESCRIBES YOUR
CONCERNS ABOUT MARKET FLUCTUATIONS?

- | am uncomfortable with any significant fluctuation in my portfolio
from year-to-year and | am content for my portfolio to keep pace
with inflation.

- | am willing to invest a modest amount in stocks (less than 50%)
to have my portfolio grow slightly faster than inflation.
| understand that the value of my portfolio will fluctuate
a small amount.

- | am willing to invest moderately in stocks (50%-65%) to have
my portfolio grow faster than inflation. | understand that the
value of my portfolio will fluctuate somewhat.

- | am comfortable investing heavily in stocks (more than 65%) to
have my portfolio grow much faster than inflation. | understand
that the value of my portfolio may fluctuate significantly.

‘ @& Empire Life
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Investor Profile Questionnaire

Which Portfolio Fund is right for you?

Your total number of points will indicate which of our five Portfolio Funds will best meet your needs. You have
scored 170, which means our Balanced Portfolio Fund is best suited to your needs.

Points

Portfolio Fund

Underlying Fund Mix

81
170

Balanced Portfolio Fund
Target asset mix: 50% equities, 50% fixed income.

Fund objective: To provide a balance between a high level of
income and capital growth.

Appropriate for: Investors who have a medium to long-term
investment horizon and who are willing to accept a moderate
degree of fluctuation in the value of their capital.

So%

5%

15%

5%

7.5%

Empere Bond

Empire Canadian Equity
Empire Dvadend Growth
Empire Smal Cap Equity
Empire American Value
Empire Imernational Equity

About Empire Life Portfolio Funds

Each of our Portfolio Funds invests primarily in a strategic mix of other Empire Life Segregated Funds to maximize
your return, while minimizing risk. All of our Portfolio Funds are automatically rebalanced to ensure the Fund is
meeting its objectives and your needs.

For advisor/dealer use only | 70
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Investor Profile Questionnaire

Which Portfolio Fund is right for you?

Your total number of points will indicate which of our five Portfolio Funds will best meet your needs. You have
scored 170, which means our Balanced Portfolio Fund is best suited to your needs.

Points Portfolio Fund

Underlying Fund Mix

81 Balanced Portfolio Fund
170 Target asset mix: 50% equities, 50% fixed income.

Fund objective: To provide a balance between a high level of
income and capital growth.

Appropriate for: Investors who have a medium to long-term
investment horizon and who are willing to accept a moderate
degree of fluctuation in the value of their capital.

So%
5%
15%

5%
75%

S\

Empire Bond

Empire Canadian Equity
Empire Dividend Growth
Empire Small Cap Equity
Empire Armerican Value
Empire Imernational Equity

About Empire Life Portfolio Funds

Each of our Portfolio Funds invests primarily in a strategic mix of other Empire Life Segregated Funds to maximize
your return, while minimizing risk. All of our Portfolio Funds are automatically rebalanced to ensure the Fund is

meeting its objectives and your needs.
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Investor Profile Questionnaire

171 Moderate Growth Portfolio Fund
t

0
290 Target asset mix: 65% equities, 35% fixed income.

35% Empire Bond
\ 20% Empire Canadian Equity
20% Empire Dividend Growth
5% Empire Small Cap Equity

10%  Empire American Value
Empire International Equity

Fund objective: To achieve long-term growth with an emphasis
on capital appreciation, while still providing some income.

Appropriate for: Investors who have a long-term investment
horizon and who are willing to accept fluctuation in the value of
their capital.

Empire Life
" Invgstments
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Investor Profile Questionnaire
291 | Growth Portfolio Fund
to

350 Target asset mix: 80% equities, 20% fixed income.

20% Empwe Bond

Fund objective: To achieve long-term growth through capital \ 2ex x:&";";‘;‘él‘:z
appreciation, with some consideration given to generating o
income. Empire International Equity’
Appropriate for: Investors who have a long-term investment
horizon who are willing to accept a high degree of fluctuation in
the value of their capital.
351 | Aggressive Growth Portfolio Fund
to . .
400 Target asset mix: 100% equities.
0% Empire Bond
30X Empire Canadian Equity
Fund objective: To provide long-term growth and capital A p im?,“‘,:,'z.‘::‘;::
appreciation_ 125% Empire American Value
Empire International Equity

Appropriate for: Investors with a long-term investment horizon
and who are willing to accept significant fluctuation in the value of
their capital.

*Empire Life Portfolio Funds are segregated funds that invest in underlying Empire Life Segregated Funds.

Empire Life
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INVESTOR PROFILE QUESTIONNAIRE

- Export to Excel
- Convert to pdf
- Append to existing pdf

2
Empire Life - Investor Profile QGuestionaire.ur

Empire Life
"\ Invgstmentsm
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CANADIAN RETIREMENT INCOME CALCULATOR
POST-RETIREMENT BENEFIT (PRB)
CALCULATOR

- Government of Canada
https://srv111.services.qgc.ca/INT 01.aspx

9%

?
Welcome to the Canadian Retirement Income Calculator..ur

Post-Retirement Benefit (PRB) Calculator.ud

Empire Life
‘; Invgstments*
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STEP 5: ALIGN INVESTMENTS WITH PLAYBOOK
PROFILE

The four investor considerations:

Certainty

Taxes

Probability Inflation Flexibility

Fees

Perpetuity

Source: Your Retirement Income BluePrint

Empire Life
" Invgstments*
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STEP 5: ALIGN INVESTMENTS WITH
PLAYBOOK PROFILE

Fee Components:

3. Admin / taxes

Source: Your Retirement Income BluePrint

Empire Life
‘; Invgstmentsm
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STEP 5: ALIGN INVESTMENTS WITH
PLAYBOOK PROFILE

- Level of fees is valid measure for making decision
if you are comparing same end result

Empire Life
" Invgstments
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STEP 5: ALIGN INVESTMENTS WITH
PLAYBOOK PROFILE

- Level of fees is not valid measure for making decision if
you are comparing different end result

Empire Life
‘3 Invgstments
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YOU ALSO NEED TO COMPARE ...

' 4
‘ After-fee investment returns
y 4
’ Tools and strategies being employed

& Cash flow (yield) that can be created
from income-producing assets

Quality of retirement income planning
advice and resulting benefits

Empire Life
‘; Invgstments‘
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IN YOUR CURRENT ARRANGEMENT

- What is your current cost for investment management?
- What is your rate of return on your investment(s)?

- What is your return after fees?

- What is your tax-adjusted return?

- What is your cash flow (yield)?

- What is your cash flow, after tax?

What are you getting in return for the advisory portion
of the fee that you are paying?

‘ @& Empire Life
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STEP 5: ALIGN INVESTMENTS WITH
PLAYBOOK PROFILE

Retirement income specialist benefits clients:
- Assists in execution of plan

- Saves on income and estate taxes

- Preserves Government benefits and entitlements

- Provides intelligent disassembly/conversion of assets

- Employs advanced deferral strategies

- Provides survivor income and estate/legacy planning

- Employs tools and strategies specific to taking income

- Realizes benefits of competent advice

i

For advisor/dealer use only | 84
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STEP 5: ALIGN INVESTMENTS WITH
PLAYBOOK PROFILE

What we cannot control:
- Stock markets

- Interest rates

- Inflation

- Currency

- Advisor behavior

- Client behavior

r

Empire Life
‘; Invgstments‘
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"History teaches us that investors
behave wisely ...
once they have exhausted all
other alternatives.”

....Steve Leuthold

Empire Life
"\ Invgstments
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STEP 5: ALIGN INVESTMENTS WITH
PLAYBOOK PROFILE

What we can control:

- Asset allocation

- Which investments will create income

- What we defer for tax purposes

- Navigating the tax brackets

- Initial and ongoing investment recommendations
- Investment costs

- Rate of withdrawal from assets

- Quality of advice we provide

‘ @& Empire Life
Investments
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BENEFITS OF CONSOLIDATING

Better planning, no conflicting advice, less confusion
More control over amounts and sources of income
More efficient asset allocation / better portfolios
Access to different investment structures

More opportunity for tax-efficiency / savings

Less administration — reporting, number of cheques

More orderly, expedient and less costly wealth transfer —
easier for beneficiaries and estate

More efficiency, better control, simplified through changing
retirement stages

J ‘ @& Empire Life
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STEP 5. ALIGNING INVESTMENTS FOR INCOME

- This is a different time from accumulation
— a “game change”

- Current investments were set up for accumulation

- Investments need to be aligned with the Playbook Profile,
not the other way around

- There are different tools and strategies, UNIQUE to
efficiently creating income

Empire Life
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SEQUENCE OF RETURNS RATE OF RETURN AND IMPACT ON

ACCUMULATION VS. WITHDRAWAL

Average || Acc. Value || Withdrawal
Return Value

Year:1 2 3 4 5 6 7 8 9 10

A 771111711 1| 71% $196,715 || $100,000

- Stress testing plans and IO | ([P
solutions? ¢ 74w wamn vl | sees |8 e

Assuming:  $100,000 deposit for accumulation comparison
$ 100,000 starting balance for withdrawals
$ 7,000 annual withdrawal for withdrawal comparison

(@ Empire Life

- Options to generate adequate ki
spendable dollars when market
downtu rn’ IOW pe rform I ng \éVYHCELI\IJE?DID YOU GET ON RATE OF RETURN

. d . rtf I' ? Return Sequence (repeated) RuinAge +I- Months
period In portolio : T, +T%, 7%... 86.50
+1%, -13%, +27%... 83.33 -38
+1%, +27%, -13%... 89.50 +36
-13%, +7%, +27%... > 81.08 -65 }
14 yrs.
+27%, +1%, -13%... 94 92 +101

Assuming $9000 annualized spending/withdrawal beginning age 65

Source: RetirementRuin and the Sequencing of Returns Moshe Milevsky

@& Empire Life
For advisoruseonly | 17 ‘J Investments
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SO WHAT STRATEGY
DO YOU EMPLOY FOR
TAKING INCOME WHEN

THE MARKETS
ARE DOWN?




THE CASH WEDGE

Fund B
$60,000

Fund A
$60,500

Fund C
$60,000
Money Market
$18,000
1Yr GIC /Bond
Fund D $17,500
$60,000 2 Yr GIC / Bond
Fund E $17,000
. $60,000
Initial Value $353,000
For illustration purposes only
Source: Your Retirement Income BluePrint ‘ Em |re Life
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AN INCOME DELIVERY PROCESS

- Allocate to profile / meet plan objectives
Expect certain positions to be flat or negative
Replenish cash wedge / pool with profits
Direct other profits to lagging positions

Manage this through Investment Policy Statement

Empire Life
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ADDRESSING SEQUENCE
OF RETURNS

AND FUND MANAGER




EMPIRE LIFE FUNDS

Three factors that help create a more predictable and
stable cash flow:

1. All Equity: select a Portfolio Manager that displays
competent downside protection

2. Portfolio: select a Portfolio Manager that displays
competent Tactical Asset Allocation decisions

3. Distributions: in cash to create a “cash wedge” to fund
future income needs

‘ @& Empire Life
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RETIREMENT INCOME PLANNING:
WITHDRAWAL PHASE
Series T6 Mutual Fund

Equity fund
— two sequences of return
1. 2004 to 2013

2. change sequence beginning with negative returns
 Capture Ratios: 90% upside / 60% downside
* Annual distribution at December 31

« Starting sum $1 million

ROR* 5.68 729 1729 -5.14 -296 16.36 6.83 -6.72 1196 28.57

ROR* | -514 | -296 | 16.36 | 6.83 & -6.72  11.96 | 28.57 | 5.68 7.29 | 17.29

*Source: Paltrac, CIFSC Global Equity Mutual Fund Category Average Annual Returns

For advisor/dealer use only | 97



RETIREMENT INCOME PLANNING: CASH FLOW

Capture Ratios (90% upside / 60% downside) $538,154

Scenario 1 Cash Flow over 10 yrs.= $507,061

Capture Ratios (90% upside / 60% downside)
$481,690

Scenario 2 Cash Flow over 10 yrs.=$420,826

For illustration purposes

o €& Empire Life
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RETIREMENT INCOME PLANNING: Scenario 1

Cash Flow

$80,000

$70,000

Amount

For illustration purposes

For advisor/dealer use only | 99

$60,000 -
$50,000 -
$40,000 -
$30,000 -
$20,000 -
$10,000 -
$- - . . : . . .
1 2 3 4 5 6 7 8 9 10

2004 to 2013

B Global Equity

B Global Equity (90%/60% Capture)

Empire Life
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RETIREMENT INCOME PLANNING: Scenario 2

Cash Flow

$70,000

$60,000 +

$50,000

$40,000

Amount

$30,000

$20,000

$10,000

For illustration purposes

For advisor/dealer use only | 100

1 2 3 4 5 6 7 8 9 10

2007 to 2013 then 2004 to 2006

B Global Equity

B Global Equity (90%/60% Capture)

(5

@& Empire Life
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RETIREMENT INCOME PLANNING: MARKET
VALUE YEAR 10

Capture Ratios (90% upside / 60% downside) $926,133

Equity Fund Market Value $804,746

Note: True for either return scenario

For illustration purposes

Empire Life
‘; InvgstmentS“
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IMPORTANT INFORMATION

Empire Life Investments Inc. is the Manager of the Empire Life Mutual Funds (the “Funds”), is the investment manager for the Empire Life
segregated funds and is a wholly owned subsidiary of The Empire Life Insurance Company. The units of the Funds are available only in
those jurisdictions where they may be lawfully offered for sale and therein only by persons permitted to sell such units.

This document includes forward-looking information that is based on the opinions and views of Empire Life Investments as of the date
stated and is subject to change without notice. This information should not be considered a recommendation to buy or sell nor should
they be relied upon as investment, tax or legal advice. Information contained in this report has been obtained from third party sources
believed to be reliable, but accuracy cannot be guaranteed. Empire Life Investments and its affiliates does not warrant or make any
representations regarding the use or the results of the information contained herein in terms of its correctness, accuracy, timeliness,
reliability, or otherwise, and does not accept any responsibility for any loss or damage that results from its use.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please

read the prospectus before investing. The payment of distributions is not guaranteed and may fluctuate. The payment of distributions
should not be confused with a fund’s performance, rate of return or yield. If distributions paid by the fund are greater than the
performance of the fund, your original investment will shrink. Distributions paid as a result of capital gains realized by a fund, and income
and dividends earned by a fund are taxable in your hands in the year they are paid. Your adjusted cost base will be reduced by the
amount of any returns of capital. If your adjusted cost base goes below zero, you will have to pay capital gains tax on the amount below
zero. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.

The sale of Series T units may trigger capital gains or losses.

Past performance is no guarantee of future performance. A description of the key features of the individual variable insurance contract is
contained in the Information Folder for the product being considered. Any amount that is allocated to a Segregated Fund is invested
at the risk of the contract owner and may increase or decrease in value. Policies are issued by The Empire Life Insurance Company.

The investment recommendation illustrated within this presentation includes both insurance and mutual fund products. Insurance
products are issued by The Empire Life Insurance Company and the mutual funds are offered by Empire Life Investments Inc.
The recommendations for these products may only be offered by financial advisors who are licensed to sell these products.

® Registered Trademark of The Empire Life Insurance Company. Empire Life Investments Inc. is a licensed user of this trademark.

‘ @& Empire Life
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RIIA WITHDRAWAL RATIOS

(RETIREMENT INCOME INDUSTRY ASSOCIATION)

Withdrawal rates in relation to asset value

Excess funding <3.6%

Constrained e >35%<7.1%

Underfunded > 7%

It's about sustainability!

u ‘ @& Empire Life
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THE INCOME CONTINUUM

Today Future Survivor Estate

Not merely about INVESTING their assets
About how you help them USE their assets

Source: Your Retirement Income BluePrint

Empire Life
" Invgstments
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STEP 6: RISK MANAGEMENT

, N
* [nvestment Risk \
* Longevity Risk \
 Withdrawal Risk \\
 Encroachment Risk __9 \O
=/ V -
 Taxation Risk '
|
' |
/
/
V4

* |nflation Risk
« Health Cost Risk

O

Empire Life
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EALTH RISK
ANAGEMEN;gﬁ

Critical iliness
Long-term health care



DO THE FOLLOWING REFLECT YOUR
FEELINGS AND PRIORITIES?

| DO WANT TO

- Continue to enjoy a certain quality of lifestyle
- Ensure my spouse can enjoy retirement

- Be able to make choices

- Maintain my independence and dignity

- Be able to have access to the amount of care and the
type of care that | will need

Empire Life
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DO THE FOLLOWING REFLECT YOUR
FEELINGS AND PRIORITIES?

| DON'T WANT TO

- Be a burden to my spouse or on my family
- Be forced to accept the lowest form of care / facility
- Have to go on long waiting lists

- Reduce or exhaust my retirement assets by paying for
my long-term care

- See my children’s/grandchildren’s inheritance reduce

- Create emotional and financial hardship for my spouse or
family

Empire Life
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AN INTERGENERATIONAL ISSUE

'41 (yo of seniors are single
-FromSor6 kidsto1,2o0r0

- Geographically spread out
- Many families require 2 incomes

- There is a difference between caring and
providing care
- Do you really want your children doing this?

Empire Life
‘; Invgstments*
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HAVE CHILDREN SPLIT PREMIUM

- Split among family members

- Protect nest egg from being scrambled
- Takes pressure off of local children

- Alleviates concerns over parents

If this is not the solution, then tell me what your plan
is so that we can document it

‘ @& Empire Life
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THE TRUE COST FOR COVERAGE

- A claim validates purchase decision
- Refund of premium options

- Give up the net, after-tax return

Is it better to give up potential investment returns
or lose capital?

Using insurance vehicles to cover “risks” allows you
to have greater discretion with your capital.

‘ @& Empire Life
Investments
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HEALTH RISK MANAGEMENT

Consider Insurance
 Critical illness
- Long-term health care




CROSS SELLING

Consumers who met with their life insurance
agent discussed living benefits products.

Met with
insurance
specialist

Disability insur 58%
Critical illness insurance 52
ong-term care insurance 4
Health or dental insurance 35
Travel medical insurance 35

Source: LIMRA's 2009 Tracking the Opinions of the Public in Canada

‘ @& Empire Life
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PUSHING CARE OUT INTO THE COMMUNITY

- Home care
- Community assistance
- Programs to support independent living

Aging In
Place

Empire Life
" Invgstments*
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FINANCIAL CONCERNS

Serious medical )
condition/disability 68%

Death of
spouse/partner

49%

Job loss

Own death

Eldercare
responsibilities

Threats to Long-Term Savings Goals
11% Ranked as 15t or 2" Threat

Divorce

‘q Empire Life
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ASSISTED LIVING AND LONG-TERM CARE




LONG TERM CARE: THE BOOMER REALITY

Concern over long term care )
not limited to today’s elders b

 Housing, feeding, |I Children
schooling adult children

* Providing care to aging
parents

1
.,
§

“"Wants” vs "Needs”

Empire Life
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CHANGES IN FAMILY STRUCTURE

In the past —

- Larger family units

- Families lived closer

- Fewer women worked

Today —

- Smaller family units

- More women in established careers

- Women outnumber male caregivers 3.5 to 1

- Women care for children 17 yrs; an elder 18 yrs

u ‘ @& Empire Life
Investments
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THE RESULT

Significant number of
boomers will spend their
senior years on their own

A large number of singles
will be women

Retirement savings may not
be what they expected




PLANNING AND HEALTH

4 /0 Canadians with no financial plan to fund long
term care in retirement source: Guide to Long Term Care Insurance, CLHIA, 2012

%
82 0 say personal finances would be affected if they
developed chronic condition source: 2013 SunLife Canadian Health Index

1 0 yrS = Of retirement...How long average

Canadian will deal with sickness/ dlsablllty Source: 2013 Report on the

Health of Canadians, Heart & Stroke Foundation

‘ @& Empire Life
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THE OPPORTUNITY

4/1 O Canadians who have had serious health event
or diagnosis experienced financial hardship source: 2013 sunLife

Canadian Health Index

/
56 0 of them used credit cards, lines of credit

personal savings, family or mortgaged homes to pay for it.
Source: 2013 SunLife Canadian Health Index

%
1 3 0 Canadians have set aside money for health

Cale Source: Guide to Long Term Care Insurance, CLHIA, 2012 ‘ & Empire Life
For advisor/dealer use only | 123 InvestmentS"



EVALUATING YOUR OPTIONS

A
o
O

»'

No single perfect solution

Flexibility in types of care —
who, where

Ease of qualifying for benefits

Guarantees against premium
Increases

The cost today

Precautions against forgetting
to pay premium

Empire Life
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WEALTH TRANSFER

LEAVING LEGACIES NOT LIABILITIES

Empire Life
‘; Invgstments‘




STEP 7: TRANSFER YOUR WEALTH

Leaving a legacy via:
- Gift
- Sale of assets

- Estate distribution;
lifetime and via will

- Beneficiary designation - - -

For advisor/dealer use only | 126
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WHAT IS LEGACY PLANNING?

- Ongoing process during life and at death

- Value of a planned estate
- Certainty

- Who gets the property |

- When / how property
distributed

- Estate taxes reduced
- Simplifies estate administration
- The Science Of How To Disperse Wealth

Empire Life
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Legac
%{ ATE PLANNING

m'

beneficiaries |

‘ @& Empire Life
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THE COMMON-LAW BOOM

- Between 2001-06:

@ 50-54 increased 43.5%
@ 55-59 increased 63.9%
@ 60-64 increased 71.1%

- KISS formula isn’t so!!!

- Approach to money

- Filing/planning as a couple
- Co-habitation agreements?

- Disability planning including Powers of
Attorney

- Estate planning including trusts

‘ @& Empire Life
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FIVE STEPS OF LEGACY PLANNING

— —

Monitoring/J

Implementaﬁﬂ‘]
I‘T;sfer stra@]

I-(mt/analyze data

—

Set objectives

‘q Empire Life
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POWERS OF ATTORNEY (POAS)

- Types of property POAs

- Specific
- General
- Springing
- Enduring

- Effect of incapacity
- Power of Attorney for

Personal Care

Empire Life
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DOCUMENTING ADVANCE WISHES

- Many purposes:

- Client’s personal preferences

- Prevent family anxiety,
conflict & uncertainty

- Power of Attorney, Partners,
Doctors know elders wants

- Authorizes Power of Attorney
medical staff

- Evidence of client’s personal
and business values

o ‘ @& Empire Life
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STEP 7: WEALTH TRANSFER/LEGACY
PLANNING

- Of the part of your estate that you don’t get to spend,
where do you want that to go?

- Spouse, children, other heirs, favourite causes/
charities

- Do you need an income from all of your investable assets?
- Yes....Insured Annuity Strategy
- No...Personal/Corporate Legacy strategy

Empire Life
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STEP 8: ASSESS IMPACT ON NET WORTH

1 Oleer Azsels

1 Lile h=wrance Eguily
1| | O Besimess Assels
1 Real Esinie

|| | C— Olver Invesimenis
C— Peasoas

= RRSP  RRFF

EE Hoa-regeiered
e Pl Workh

— Hct Workh

60 62 64 66 68 70 72 74 76 78 %0 82 ¥ &% 3B DN

For illustration purposes only
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RECOMMENDED COURSE OF ACTION
(FORMAL INCOME PLAN FROM A BANK)

At retirement the liquidation of accounts will be based on the following order: Non-registered, TFSA,
Registered.

No assets have been set aside to cover the emergency expense.

!

“At retirement the liquidation of accounts will be based on
the following order: Non-registered, TFSA, Registered.

No assets have been set aside to cover emergency
expense.

‘ @& Empire Life
For advisor/dealer use only | 136 Investments*



“INTELLIGENT DISASSEMBLY” VARIABLES

- Amounts of registered vs. non-registere”

- Age at which retirement comr- “0

- Health of individuale

- Amount of »*

sum of ’ 0

- Ov “ .us forming part of retirement income
- Tool.

- Length of time over which we have two tax-payers

,Vd measured against
,cIS

e used to defer non-registered assets

‘ @& Empire Life
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THE EIGHT STEP RETIREMENT INCOME PLAN

Assess current life stage

Determine lifestyle and time objectives
Establish financial goals and priorities
Create income needed through layering
Align investments with the Playbook Profile
Health Risk Management

Wealth Transfer/Legacy Planning

Assess impact on net worth

©® N o 0o~ W Ddh =

o
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RETIREMENT INCOME PLANNING PLAYBOOK
RESOURCES

 https://www.empire.ca/advisor/business-building/tax-and-
estate-planning/retirement-income-planning/secure/fr/

Empire Life
" Invgstments
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LISTEN FOR CLIENT CONCERNS

- Liquidity

- Capital Preservation
- Guarantees

- Control

- Legacies

Empire Life
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ADVISOR’S PRIMARY RESPONSIBILITY

- Provide meaningful, actionable advice
- Protect downside of client’s plans and portfolios
- Portfolios not one big block
- Different purposes, needs, dreams, expectations
- Engaged planning process

Empire Life
" Invgstments*




THE RETIREMENT INCOME PROCESS

_| 2 |
« Tailoring to client 1. Investment
Tax-efficiency management

Build in Contingencies Layering income

Proven strategies Asset management
Course of action

*
» Service / Processes
* Applying acumen
« Experience and insight
* Making it all work

w N

Source: Your Retirement Income BluePrint



RIGHT KIND OF HELP

- One time where you need specific advice
- This is complicated stuff

- Not a lot of financial advisors are doing this in a
comprehensive way

- Great opportunity for financial business right now
- Not prescriptive advice

- You need someone to help you do this efficiently
- | see a lot of mistakes being made

‘ @& Empire Life
InvestmentS“
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STRATEGIC DREAMING

* |ook beyond how much is enough

* lifestyle planning and support

* better vs. bigger...going deeper

 soft facts, relationships,perspective, influence
* help with life meaning




ROLE OF ADVISORS

- Strip away confusion %
- Focus on key benefits

- Balance details with information
overload

- Ensure informed decisions

P E

€& Empire Life
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WHY INCOME SPECIALISTS WILL WIN

- Very few advisors are proficient

- Fastest growing market

-« Multiple product solution market

- Involves larger asset base per client

- Results in larger advisor compensation per client

- Progressively builds residual income
- The business “sticks”

‘ @& Empire Life
Investments
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DISCLAIMERS

The information in this document is for general information purposes only and is not to be construed as providing
legal, tax, financial or professional advice. The Empire Life Insurance Company assumes no responsibility for any
reliance made on or misuse or omissions of the information contained in this document.

Empire Life Investments Inc. is the Manager of the Empire Life Mutual Funds (the “Funds”). The units of the Funds
are available only in those jurisdictions where they may be lawfully offered for sale and therein only by persons
permitted to sell such units. Nothing contained herein shall constitute, or shall be deemed to constitute investment
and/or tax advice or a recommendation to buy or sell a specific security, by the Funds or the Manager. Commissions,
trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please
read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past
performance may not be repeated.

® Registered trademark of The Empire Life Insurance Company — used under license.

Disclaimer and Copyright

While every attempt has been made to assure the accuracy of content, the author assumes no liability for any errors

or omissions. The author also assumes no liability for subsequent use of this information by advisors or consumers.

The contents and information contained is copyright as indicated below and may not be reproduced in any manner
without written consent from the author. Charts and illustrations have been provided by third parties and are believed to be
accurate, though no warranty is provided and may be subject to separate copyright.

Content and opinions are those of the author and may or may not reflect advice, recommendations,
explanations or practices in any particular situation.

Content provided by and copyright of: 9
Daryl Dlamond - RI'}If}IEII’iIIIIi ‘ Em “-e Llfe

Diamond Retirement Planning Ltd.
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