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How much income do I need in How much income do I need in 

retirement?retirement?

•Canadians need 60% to 
70% income replacement 



  

Inflation & Purchasing PowerInflation & Purchasing Power

Assuming an inflation rate of 3.5%

Income 10 YRS 15 YRS 20 YRS 25 YRS

$50,000 $70,530 $83,767 $99,489 $118,162

$70,000 $98,742 $117,274 $139,285 $165,427

$100,000 $141,060 $167,535 $198,979 $236,325



  

Life Expectancy & Planning HorizonLife Expectancy & Planning Horizon

UP94 Projected UP94 Projected to 2015to 2015

AgeAge Male Male FemaleFemale

6060 83.283.2

85.985.9

6565   84.084.0

86.686.6

7070 85.385.3

87.687.6

@ age 65@ age 65

9090 24%24%

46%46%

9595 10%10%

28%28%

100100 3%3% 12%12%



  

Pension Plan TypesPension Plan Types

 Pension based on contributions Pension based on contributions 

& investment return & investment return 

accumulated at retirement & accumulated at retirement & 

market conditions market conditions 

 Pension is based on a formula Pension is based on a formula 

(tied to service and salary)(tied to service and salary)

Defined 
Contribution

Defined 
Benefit



  



  

Projected Defined 
Contribution 
pension  = 85% 
($45,230/$53,000)

Projected Defined 
Benefit Pension = 
46% 
($24,250/$53,000) 



  

Retirement 
Payment 

Options 



  

Options at RetirementOptions at Retirement

Receive a 
pension 
from the 

Plan 

Transfer 
out and 
buy an 

external 
annuity

Transfer out to 
a Locked-in 
Retirement 

Account (LIRA) 
or Life Income 

Fund (LIF)

Defer 
Settlement

McGill University
 Pension Plan

( or combination)



  

What is an annuityWhat is an annuity??

 Exchange fixed amount of $ for a Exchange fixed amount of $ for a 

future stream of paymentsfuture stream of payments

 Income amount is fixed at the Income amount is fixed at the 

onsetonset

 Offers protection from outliving Offers protection from outliving 

capitalcapital



  

Annuity - FeaturesAnnuity - Features

 Single Life AnnuitySingle Life Annuity
• Highest paymentsHighest payments

• Payments cease upon deathPayments cease upon death

 Joint & Last Survivor Life AnnuityJoint & Last Survivor Life Annuity
• Payments continue to surviving spouse Payments continue to surviving spouse 

• >= 60% of payment to continue unless spouse waives >= 60% of payment to continue unless spouse waives 

entitlemententitlement

 Guaranteed period: 5-15 yearsGuaranteed period: 5-15 years



  

Life Income Fund (LIF)Life Income Fund (LIF)

Subject to minimum and maximum Subject to minimum and maximum 

annual withdrawal limits annual withdrawal limits 

You assume investment riskYou assume investment risk

Decide how account is to be invested  Decide how account is to be invested  

Rate of return dependent on investment  Rate of return dependent on investment  

                                         selection                                          selection 

May convert to an annuityMay convert to an annuity



  

Investments Within LIF/LIRAInvestments Within LIF/LIRA

• Term deposits (GICs)Term deposits (GICs)

• Mutual FundsMutual Funds

• Pooled FundsPooled Funds

• StocksStocks

• BondsBonds

• Exchange Traded FundsExchange Traded Funds

• Etc.……Etc.……



  

LIF/LIRA Plan TypesLIF/LIRA Plan Types

 Self directedSelf directed

 Full service brokerage accountFull service brokerage account

 Financial Institution/Insurance Financial Institution/Insurance 

CompanyCompany

 Discretionary Management Account – Discretionary Management Account – 

Money Management FirmsMoney Management Firms

  



  

Retirement Income OptionsRetirement Income Options

Internal Annuity External Annuity LIF

Potential to grow 

Fixed Income  

Flexible payments 

Convertibility 

Control of Investments 

Inflation protection Annuity dividend  If indexed 

Estate preservation Limited to 
remaining 
guaranteed 
payments

Limited to 
remaining 
guaranteed 
payments





  

MER/ROR Impact on Account Value MER/ROR Impact on Account Value 
MER=Management Expense Ratio   ROR=Rate of ReturnMER=Management Expense Ratio   ROR=Rate of Return

$500,000 LIF $500,000 LIF 

Year ½ of 1% 1%

10 $24,495.02 $48,990.04

15 $34,527.10 $69,054.20

20 $42,200.03 $84,400.06

Assumptions:
•LIF max withdrawal commencing @ age 65 & 6% ROR
•Excess income reinvested and compounded annually



  

Preferential LIF rates Preferential LIF rates 



  

Risk In RetirementRisk In Retirement

 Longevity Risk (outlive capital)Longevity Risk (outlive capital)

 Investment portfolio declineInvestment portfolio decline

• overly aggressive asset allocationoverly aggressive asset allocation

• overly conservative asset allocationoverly conservative asset allocation

 Inflation riskInflation risk



  

What to do in the years prior to What to do in the years prior to 

retirement?retirement?

 Review your investment portfolioReview your investment portfolio

 Know your pension plan rules & options Know your pension plan rules & options 

 Re-evaluate your lifestyle and needsRe-evaluate your lifestyle and needs

 Estimate your expenses in retirementEstimate your expenses in retirement

 Estimate your retirement incomeEstimate your retirement income

 Seek independent investment adviceSeek independent investment advice

 Start early!Start early!



  

Benefits at RetirementBenefits at Retirement



  

POST-RETIREMENTPOST-RETIREMENT

BENEFITSBENEFITS

McGill provides post-retirement benefits:McGill provides post-retirement benefits:

Supplemental Health PlanSupplemental Health Plan

Dental PlanDental Plan

Life Insurance PlanLife Insurance Plan

  



  

HEALTH PLANHEALTH PLAN

 Coverage you have at time of retirement can be Coverage you have at time of retirement can be 
continuedcontinued

 Cost sharing continues at 50/50Cost sharing continues at 50/50

(pensioner/university)(pensioner/university)

 Eligible dependents can continue coverageEligible dependents can continue coverage

 Spouse can continue coverage upon death of pensioner Spouse can continue coverage upon death of pensioner 



  

HEALTH PLANHEALTH PLAN

 Coverage:Coverage:

McGill Plan covers prescription drugs not McGill Plan covers prescription drugs not 

covered by provincial plans (refer to slide on covered by provincial plans (refer to slide on 

Drug Plan)Drug Plan)

All other coverage identical to that of actives All other coverage identical to that of actives 

(such as hospitalization, travel, physiotherapy, (such as hospitalization, travel, physiotherapy, 

etc.) etc.) 



  

HEALTH PLANHEALTH PLAN

Residency requirementsResidency requirements

Must be a resident of CanadaMust be a resident of Canada

Coverage is dependent on eligibility for Coverage is dependent on eligibility for 

MedicareMedicare



  

HEALTH PLANHEALTH PLAN

 Travel InsuranceTravel Insurance

Out-of-country coverageOut-of-country coverage

Emergency Medical expensesEmergency Medical expenses

Coverage includes pre-existing conditionsCoverage includes pre-existing conditions

90-days per trip90-days per trip

100% reimbursement of eligible expenses100% reimbursement of eligible expenses



  

QUEBEC DRUG PLANQUEBEC DRUG PLAN

Health Plan members at 65 must choose either:Health Plan members at 65 must choose either:

RAMQ Drug PlanRAMQ Drug Plan

              oror

McGill Drug Plan for 65+McGill Drug Plan for 65+

Automatically registered with RAMQAutomatically registered with RAMQ

McGill Health Plan covers drugs not listed on RAMQ McGill Health Plan covers drugs not listed on RAMQ 

formularyformulary



  

QUEBEC DRUG PLANQUEBEC DRUG PLAN

RAMQ Drug Plan/McGill Drug PlanRAMQ Drug Plan/McGill Drug Plan

Similarities:Similarities:

DeductibleDeductible

Co-insuranceCo-insurance

Out-of-pocket maximumOut-of-pocket maximum

Differences:Differences:

Annual premiumAnnual premium

Method of paymentMethod of payment



  

DENTAL PLANDENTAL PLAN

 Coverage you have at time of retirement can be Coverage you have at time of retirement can be 
continuedcontinued

 Eligible dependents can continue coverageEligible dependents can continue coverage

 Spouse can continue coverage upon death of Spouse can continue coverage upon death of 
pensioner pensioner 

  



  

DENTAL PLANDENTAL PLAN

 No residency requirementsNo residency requirements

 Plan reimburses expenses based on Quebec Plan reimburses expenses based on Quebec 

Fee Guide for General PractitionersFee Guide for General Practitioners

 Same plan for actives and pensionersSame plan for actives and pensioners

  

 Cost sharing continues at 50/50Cost sharing continues at 50/50

(pensioner/university)(pensioner/university)



  

LIFE INSURANCELIFE INSURANCE

Coverage continues at retirementCoverage continues at retirement

Basic  and OptionalBasic  and Optional



  

LIFE INSURANCELIFE INSURANCE

Basic coverage:Basic coverage:

½ x pre-retirement salary to $50,000 until ½ x pre-retirement salary to $50,000 until 

age 65age 65

½ x pre-retirement salary to $30,000 at 65+½ x pre-retirement salary to $30,000 at 65+

McGill pays 100%McGill pays 100%



  

LIFE INSURANCELIFE INSURANCE

Optional coverage:Optional coverage:

Can maintain insurance bought before Can maintain insurance bought before 
retirementretirement

Maximum:  $100,000Maximum:  $100,000
Pensioner pays 100%Pensioner pays 100%
Rates based on age Rates based on age 
Can reduce or cancel coverage any timeCan reduce or cancel coverage any time
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 MAUT 

Retirement Forum for Academic Staff

Rethinking Retirement Options 
at McGill

Prof. Anthony C. Masi, Provost
 

26 February 2007
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Current situation
• Retirements anticipated in compact planning 

unrealistic, or at least unattainable

• no “catch-up” on departures (FY07 included 20)
• recent experience failed to produce such a catch-up

• demographic trends do not support the catch-up model at this 
time

• university-wide “planned” tenure-track complement 
– trying to avoid the “boom-bust” cycle of academic renewal  

– development of “retirement friendly” policies (salaries to 
pensions)

– target has been exceeded: ∆ (entries – exits) must equal 0
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Projected TT University-wide academic 

complement ∆: FY 2007 to 2010 
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Supporting documentation:
tenure track academics

Age distribution by rank (2007)
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Supporting documentation:
Age distribution of tenure track academics

Age Frequency %

00-29 12 0.8%

30-34 102 6.5%

35-39 214 13.6%

40-44 208 13.2%

45-49 251 16.0%

50-54 216 13.8%

55-59 211 13.4%

60-64 192 12.2%

65-69 120 7.6%

70-74 34 2.2%

75-99 10 0.6%

Total: 1,570 100%

All ranks 

combined

Age Frequency %

00-29 0 0.0%

30-34 6 0.5%

35-39 55 4.7%

40-44 120 10.3%

45-49 210 18.0%

50-54 212 18.2%

55-59 207 17.8%

60-64 192 16.5%

65-69 119 10.2%

70-74 34 2.9%

75-99 10 0.9%

Total: 1,165 100%

Associate 

and full 

combined

Note: data are from 22 January 2007
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Definitions

• “Normal” retirement age:  65

• Actuarial sound pension plan must be 
based on demographic data that are:

– Accurate

– Appropriate

– Reliable

– Valid
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Definitions (cont’d)

Defined benefit plan: benefit determined 
by a formula that can incorporate the 
employee's pay, years of employment, age 
at retirement, and other factors

Defined contribution plan: plan has 
individual accounts and benefits based 
solely on amount contributed to the 
account (plus or minus investment results 
and expenses) 
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Definitions (cont’d)

Roll-over amount:  

(1996 – year of hiring) x $2,000 (if pension plan 
contributor) or $3,500 (if not) 

NB: must be calculated according to specific individual 
circumstances

Grey book amount:  early retirees eligible for amount 
not exceeding the lesser of:

(5% * current salary) * years of continuous service

OR

75% * (total salary that would be paid from date of 
early retirement to normal retirement date) 
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Considerations for 
early retirement options

For professors who sign agreements by 31 
December 2007 for retirement < 31 
December 2009:

 Phased retirement options:  grey book 
amount under certain conditions

 Non-phased retirement options 

 One-time “roll-over” payment options
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Proposed early retirement options 
(cont’d)

 “integration with assigned duties” 
 Supplement pension income to reach salary level

 Provide ongoing meaningful links to the McGill 
community in personally tailored ways

 for those aged 70 and older, McGill will offer 
a one-time only cash “buy-out” equivalent 
to what would have been the roll-over amount

 all professors taking advantage of the above-
stated offers will have no subsequent 
reductions in the current regime of post-
retirement benefits
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Next steps

• Provost has established a working group to 
assess current situation and practices and 
propose more attractive retirement options 
that will allow individuals who so wish to 
remain integrated with the McGill community

– Changes in Emeritus status

– Affiliations possible through research, teaching, 
supervision, administration, committees, MILR, 
Continuing Education

– Challenges of funding non-financial benefits; e.g., 
space and other amenities
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Questions?

Concerns?

Suggestions?

Comments?

Criticisms?

Complaints?

Ideas?

Recommendations?



McGill Association of University Teachers Retirement Forum

Some Components of a Rewarding Retirement

McGill Institute for Learning in Retirement

Sign up for a discussion group or lead a discussion group

www.mcgill.ca/milr

Concerts, plays

www.mcgill.ca/music/events/concerts

www.centaurtheatre.com

www.shawfest.com

www.stratfordfestival.com

Group travel

www.alumni.mcgill.ca (click on “Travel website”)

www.smithsonianjourneys.org

www.amnhexpeditions.org

www.unex.berkeley.edu/travel/

www.routestolearning.ca/index.cfm

www.elderhostel.org

Community service

Municipal or community association office

Volunteer www.cabm.net

Take up a new hobby

Learn to play bridge

Learn to play a musical instrument

Take up a new sport – start fitness training

Teach at course at McGill or another university as an Adjunct Professor

Manage your retirement savings

And be sure to maintain your membership in MAUT

Information about benefits for and privileges of retirees

Luncheon get-togethers for retired academics

http://www.cabm.net/
http://www.elderhostel.org/
http://www.routestolearning.ca/index.cfm
http://www.unex.berkeley.edu/travel/
http://www.amnhexpeditions.org/
http://www.smithsonianjourneys.org/
http://www.alumni.mcgill.ca/
http://www.stratfordfestival.com/
http://www.shawfest.com/
http://www.centaurtheatre.com/
http://www.mcgill.ca/music/events/concerts
http://www.mcgill.ca/milr
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