Financial Planning for a disabled person

As most clients are referrals, as in any other financial planning process or in meetings for legal purposes, it is imperative to create an atmosphere where clients feel comfortable discussing these sensitive issues.  In most instances, the client is looking for answers, ideas and knowledge.  There are government issues, personal financial issues, never mind what his/her brother-in-law has told them.  Often, you might find the family have a few guilt issues that they are attempting to overcome. AND they are worried about costs.  The emotions are usually very visible. Over and above all of those issues, the statistics and polls show that insurance professionals and lawyers are not all that popular nor trusted.     
The process of financial planning is quite complicated.  All the details of a situation must be gathered in order to give solid planning techniques.   The object of the first meeting is to learn more about one another and to gain the trust of the prospective clients and also to share with them the financial planning process.  After they have agreed to continue , they are asked to accumulate a list of documents and information that are needed for the second meeting. Depending on your personal choice, these meetings can be held in your office or their home.  Personally, I like to meet clients in their homes.  It is very interesting and I believe you can tell a lot about the family dynamics. 

 It is necessary to request wills and trust documents, powers of attorney, marriage contracts, separation and/or divorce agreements, business agreements, tax returns, RRSP/RRIF statements, bank accounts, real estate holdings, non registered investments, pension plan and group benefit statements, previous employment benefits, life and disability insurance statements.  We need to know income and expenditures.  It is helpful to know names, addresses, birth dates of the children and of their spouses.  In the process of collecting this information it is very likely that you will learn about the family, i.e, who might be the person of responsibility for the disabled relative.  You will learn who is friends with who, who is the closest sibling.  Maybe the person to be cared for is an uncle and he detests ‘Johnnie’.   I will also discuss the reasoning behind looking at alternative solutions for taking care of the disabled person. 
After having completed the financial planning questionnaire, an actual computer report is created.  CCH  FP Solutions and/or Naviplan are the most the two most comprehensive programs for planning purposes. The report shows us a net worth statement, projected
income and tax situations, retirement needs and retirement income, survivor needs, disability needs, and estate capital needs.  Ultimately, yes, it is only a computer program.  
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What makes it unique are the comments and ideas that the advisor injects into the report.  It is important to have a very specific idea of the family’s financial situation as creating a financial future for the disabled person  will impact the family’s finances in some way. 
Another important area that should be known by this time is the situation with the disabled person.  Are we going to be looking after a young child?  Do we have siblings that can be called on to help?  In some cases we could be looking at providing funding for many years. Any income officially received has an effect on the Disability Tax Credit, (DST).  So, when the parents/friends are alive, gifts will have little, if any, consequence.  However, plans must be discussed for financial planning at the death of the parents.  If the estate is adequate, the creation of a Hensen Trust could work.  If the report shows that there will be little if any assets, it is possible to plan to set up a Hensen trust with the proceeds from a life insurance policy.  It is always important to apply for and have a contract of life insurance in place before any will is created.  Wills must be put in place with  specific wording to ensure the trust can stand the test of time as it might be in place for decades. 

Many busy parents of young children don’t have financial freedom, however, they might have the ability to save a small portion of their earnings every year. At this time, we don’t know the exact details of what the Registered Disability Savings Plan will look like, however, it will be a way for families to save money on a tax deferred basis and be able to receive government deposits as well. Grandparents might be able to step in and assist with this.  Jamie Golombek, the current VP of taxation at AIM Trimark,  has made a proposal regarding the new legislation.  We should have more details by the end of 2008.
Another completely different scenario is the alcoholic adult whose parents want to help.  To envisage the son receiving an inheritance is terrifying.  Or consider the case of an  adult with a brain injury who isn’t capable of working, nor looking after a large sum of money.   In some of these cases, the question of fairness within the family creeps in.  If an income in the form of an annuity is created, is there enough left for other children?  

There are no ‘cookie cutter’ answers to these very complicated problems.  I believe that you need a team of individuals working together to provide the best solutions for not only the family and/or friends, but also the disabled individual.   
Respectfully submitted
Jacqui McFarlane, CFP, CLU, CH F.C.

