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Who knew basic estate planning could be so easy? 

Do you have clients who wish they could have more 

control over what happens to their non-registered 

segregated funds policy assets or life insurance when 

they pass away? 

Do you have clients who express concern over a 

beneficiary who has trouble managing money? 

Do you have clients with financially dependent 

children (minors/disabled) who want to make sure an 

income is provided for a certain time frame or for life? 

Clients can make decisions about how beneficiaries 

receive a death benefit (gradual inheritances) by 

using the Settlement Option Election form. It is a very 

simple process. 

Here are some typical scenarios many clients face: 

Worry free income stream 

Bob manages the family finances. It is something he 

enjoys doing and his wife, Carol, is quite happy he 

takes care of the budget- and money-related matters. 

They have been married for over 35 years and he has 

always paid the bills, handled the investment 

decisions, taken care of the mortgage and lines of 

credit, saved for their children’s education and made 

final decisions around the purchase of life insurance 

products. Bob and Carol have life insurance and non-

registered segregated funds policies with London 

Life.  

 Bob worries about Carol’s ability to manage the 

ongoing expenses if he dies before she does. He is 

concerned about their children changing his plans. 

Bob’s financial security advisor talks to him and Carol 

about how to put settlement options in place now. 

The options will provide for a lump sum to be paid at 

Bob’s death. They will also provide a life income 

annuity for Carol with a 10-, 15- or 20-year guarantee. 

Bob thinks he will need to include instructions in his 

will and perhaps set up a trust; however, his financial 

security advisor informs him that his instructions can 

be accomplished simply by using the Settlement 

Option Election form for his existing life insurance and 

segregated funds policies.  

The financial security advisor and Bob complete the 

forms (one for life insurance and one for the 

segregated funds policy). He chooses a lump sum 

(10 per cent) to be paid immediately upon his death 

and a life income annuity (10-year guarantee) to be 

set up automatically after his death (with the 

remaining 90 per cent). At the same time they are 

completing the Settlement Option Election form they 

also update the Designation of beneficiary form – also 

a requirement for existing policies. 

Between the life insurance and segregated funds 

policies, Bob currently has a death benefit of 

$500,000. At the time of his death, the Settlement 

Option Election form will be reviewed along with the 

appropriate claimant’s statement and supporting 

documentation. London Life will automatically issue a 

lump sum to Carol of 10 per cent and the life income 

annuity will automatically be issued with the 

remaining 90 per cent, as per Bob’s instructions. No 

additional paperwork for the annuities will be needed. 



 

Sandwich generation handling 

obligations 

Mark and Abby have been married for 12 years and 

have two children under the age of 10. Their financial 

security advisor meets with them regularly to keep 

their life insurance needs current and to establish 

retirement and education savings plans. Abby’s 

parents appear to have strong financial resources for 

the remainder of their life, but Mark’s parents are in a 

different situation. They are currently living in their 

own home, but are developing health problems. Abby 

and Mark realize they will need to provide some 

financial support in the future to keep them in their 

own home or to transition to a retirement/nursing 

home. Mark and Abby are concerned that if anything 

happens to one or both of them, not only do they 

have to provide for their own children, but they also 

have to make sure Mark’s parents receive financial 

support as well.  

Abby and Mark meet with their financial security 

advisor who recommends the use of the settlement 

options. Mark is going to have Abby as his beneficiary 

for 75 per cent of the life insurance and non-

registered investment accounts in a lump sum. He will 

then allocate the remaining 25 per cent the following 

way: his mother will receive 12.5 per cent in the form 

of a life income annuity with a guarantee for 15 years. 

He will also name his father as a beneficiary in the 

form of a life income annuity for 12.5 per cent with a 

guarantee for 15 years. Abby will do the same as 

Mark on her life insurance and non-registered 

accounts, creating settlement options for Mark and 

his parents. They complete the Settlement Option 

Election forms and the Designation of beneficiary 

forms at the same time. 

Their financial security advisor also lets them know 

they can easily make changes to the settlement 

options should they need to at some point in the 

future. Abby and Mark indicate they would want to 

make changes if a parent predeceases either one of 

them. If this were to occur, they would update the 

Settlement Option Election form and the Designation 

of beneficiary form at that time. 

Creating certainty for grandchildren 

Marie and André have an adult daughter, Chloé, who 

has two children, Megan and Luc – who are both in 

their early teen years. Chloé is a single parent who 

struggles to make ends meet. Marie and André enjoy 

providing annual vacations, summer camps and 

extracurricular sports activities for their grandchildren. 

They also contribute to Registered Education Savings 

Plans (RESPs) for them. Marie and André are 

concerned about their grandchildren’s financial 

wellbeing if they were to pass away before Megan 

and Luc complete their post-secondary education. 

At a meeting with their financial security advisor, they 

express their desire to continue providing 

supplemental income to their daughter until Megan 

and Luc have completed their post-secondary 

studies. The Settlement Option Election form gives 

them this option. On their jointly owned (joint 

annuitant), non-registered segregated funds policy, 

they complete the Settlement Option Election form 

and indicate a term annuity for 10 years to be paid to 

Chloé. She can use the income from the term annuity 

to continue to provide education savings, trips and 

activities that her parents wanted for Megan and Luc. 

At the time of completing the Settlement Option 

Election form, they also complete the Designation of 

beneficiary form. 

Creating a legacy and creating income 

Tony and Rose are in their mid-70s and are getting 

their financial affairs in order. They are currently living 



 

within their means and do not have an extravagant 

lifestyle. Tony has owned a participating life 

insurance policy since he was 25. He has a chronic 

health condition which may shorten his life. In a 

recent meeting with their financial security advisor 

Tony and Rose discuss their desire to give part of the 

death benefit from their life insurance policy to their 

favourite charity. They wish to use the remainder of 

the death benefit to provide extra income for Rose. 

The current death benefit of Tony’s life insurance 

policy is $50,000.  

Their financial security advisor lets them know this 

can easily be achieved through the settlement 

options. They complete the Settlement Option 

Election form and indicate the charity as a beneficiary 

to receive a lump sum of 20 per cent. Tony also 

selects the option to have a life income annuity for 

Rose with a 10-year guarantee with the remaining 80 

per cent. Tony and Rose are thrilled they can provide 

a significant gift to their desired charity and still 

provide an automatic lifetime income for Rose.  

Why you should use settlement options 

 

o Simple and easy to set up – at no cost 

o Help ensure the funding of a financial 

obligation is continued even after death 

o Allow for an income stream to a beneficiary 

who has money-management challenges 

o Allow for financial dependent/disabled children 

to receive a managed income stream for a set 

time frame or for life* 

o Provide for a lump sum, term annuity (1 to 30 

years,) or a life income annuity (10-, 15- or 20-

year guarantees). You can select one, two or 

three settlement options per beneficiary 

o May eliminate the need for a formal trust in a 

will (tax and legal advisors may be required 

and settlement options may be incorporated 

as part of a will or trust agreement) 

o Allow for a decision to be made about whether 

a client wishes to provide a gradual 

inheritance to a beneficiary instead of a lump 

sum 

Important things to consider with settlement 

options 

 

o Settlement options are available on non-

registered segregated funds policies and life 

insurance policies only. 

- Existing policies: at the time of 

completing a Settlement Option 

Election form you must also complete 

the Designation of beneficiary form 

(beneficiary section). The beneficiaries 

must be consistent. Any future change 

of beneficiary or revocation of 

beneficiary designation cancels the 

settlement options. 

- New policies: since the designation of 

beneficiaries is current on the new 

application, only the Settlement Option 

Election form is required to be 

completed. 

o Beneficiary settlement options only apply to 

one or more primary beneficiaries. 

o If you have contingent beneficiaries on the 

policy you cannot establish settlement 

options. 



 

o One form per policy is required. For example, 

if you had a life insurance contract and a non-

registered segregated funds policy, you would 

need to complete two forms and detail the 

elections per beneficiary. 

o Settlement options are given in percentages 

(must total 100 per cent). 

o You can update settlement options at any 

time. 

o It is easy to change or remove a beneficiary 

(update the Designation of beneficiary form 

form at the same time). 

o The settlement options do not interfere with 

by-passing of probate. 

o Each beneficiary may have separate 

instructions unique to them. 

o At the time of death, all claimants’ statements 

and supporting documentation must be 

completed before election(s) are complete. 

o The owner of the contract when signing the 

Settlement Option Election form will have to 

designate whether “the beneficiary will or will 

not have the right to commute monthly 

payments or to alienate or assign any 

proceeds.” Careful planning can be disrupted 

if this section is not completed with 

appropriate consideration.  

In the next nine years it is expected that $631 billion 

of financial wealth in Canada will be transferred 

between generations. This does not include the $253 

billion in real estate1. Financial security advisors can 

                                                
1. 

1
 2016 Re-based Household Balance Sheet 

Report. Investor Economics. 

help simplify this process for their clients by 

reminding them to regularly update their beneficiary 

designation information on all policies. In certain 

situations where the owner wishes to provide more 

direction as to how the beneficiary should receive the 

death benefit, the Settlement Option Election form is 

an easy way to provide a lump sum, term annuity or 

income annuity.  

Here’s where to find the Settlement Option Election 

form:  

Settlement Option Election form. 

Forms and Procedures>Investment Forms>London 

Life Segregated funds>Administration>Settlement 

Option Election 17-0108 
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