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A Year to be Remembered

Memories of this year will
never leave us. | didn’t live
through either of the World
Wars, the Great Depression,
or the Spanish Flu, but | now
have a reference point that
allows me a notion of how it

felt to live through those times.

Those important points in

result in permanent change of
many kinds, and for the rest of
our days, many things will be
categorized as pre-Covid or
post-Covid. And while none of
us are enjoying the ride we
find ourselves on, good things
have come and will continue to
come from this.

We have far more in common
than we might sometimes
think. We all have human
vulnerabilities of many kinds,
and we’re facing them
now...... together.

Bright spots will continue to
appear. There will be the inev-
itable setbacks, but good

Global cooperation has
been at an unprecedented
level. This experience is being
shared, at the same time, by
the entire planet. A year ago
none of us knew what
‘distancing measures’ were, or
what it’s like to go grocery
shopping wearing a mask.
Now we all do...... globally.

history helped to define, for
better or for worse, the future
lives of the people that
crossed through them. There
were many hardships, and
difficult lessons were learned.
And things were never the
same.

things will happen. And when
this is behind us, we will move
forward with a greater appreci-
ation for many things once
taken for granted.

Best wishes for a Merry
Christmas & a Healthy 2021!

Jolin, Rich, fae & Relly

The events of this year will

Elegy for 2020: A Poem

Covid19 messed up 2020,

| had lots of plans, now | haven’t got any.

| started the year feeling up to the task,

Now all I've got, is rubber gloves and a mask.

The approach of Christmas gives us reason for
pause,

How will social distancing work for Santa Claus?
Visiting millions and millions of homes in one night,
Using hand sanitizer as he turns out each light.
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Thought I'd play with the band, maybe do some
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shows, And it’s not his list that will have him up pacing,
But the most rockin’ thing’s been a swab up my He’ll be worrying about PPE and contact tracing.
nose. And what about navigation, when a December bliz- What Happens to My
No spring paddling, no time with the guys, zard blows, Stuff?
Just wash your hands and don’t touch your eyes. With a non-medical mask obstructing Rudolph’s
nose?

The store shelves are empty, no sugar, no flour,
When they restock, it's gone in an hour.

There’s no toilet paper, it's something to witness,
Covid it seems, is a gastro sickness?

And when the year ends, as we know it will,

Will Covid19 be with us still?

But just between, me and you brother,

| know we'll get through this, one way or another.
The outdoors got crazy, what else could we do?
You can'’t buy a bike, picnic table or canoe.

The beaches are packed, the campsites so busy,

| wish all these folks would go back down to Disney.

By R. Weiler




The TFSA as an Estate Planning Tool

When Tax Free Savings Accounts
(TFSA) were introduced in 2009 there was
a limit of $5,000 per year that could be
deposited. It seemed like a small amount
at the time. Many people did not bother.
Over the years, however, people who did
bother have been able to deposit a total of
$69,500 into the TFSA. With growth, it is
not unusual to see people with well over
$100,000 in TFSAs, which includes
$30,500 of tax-free growth. We will refer to
this example throughout this article. The
fact is, over time the TFSA has become a
very important vehicle for saving. In the
years to come these accounts will be very
valuable indeed.

Applying the above example to a
couple, this would be a combined account
value of over $200,000, shelter-
ing $61,000 of tax-free growth.
This is a significant amount of
money and the tax benefit is
substantial. You can of course
name your spouse as the suc-
cessor annuitant. In this situa-
tion, upon death the spouse
becomes the owner of the
TFSA and benefits from the
past contribution room of their
spouse.

But the TFSA gets
even better than that. The TFSA allows
the naming of beneficiaries, and these ben-
eficiaries receive the money that was in the
TFSA without the estate or the beneficiary
incurring taxation. So, if something hap-
pens to the couple in our example, that
significant amount of money will go tax-free
to the named beneficiaries. In this case
there is over $60,000 of growth that is
passed on to the next generation without
taxation. It must also be understood that
this money has only accumulated within
the TFSA limits since 2009. Further contri-
butions will only make this better. Even
with conservative assumptions, there could
be tens of thousands of dollars of tax-free
growth that will pass on to the next genera-
tion with every decade of savings. From a
financial planning point of view this creates
planning opportunities.

In the past, pretty much the only

way to get assets to the next generation
tax-free would be through an inheritance of
the principal residence or the proceeds of a
life insurance policy death benefit. In many
cases life insurance policies were used to
provide a tax-free benefit to the next gener-
ation. This involves making a significant
commitment to depositing premiums to a
permanent life insurance policy. There is
now an alternative for creating a tax-free
benefit, and that is the TFSA.

Life insurance always pays off if
the policy holder dies soon after purchase
of the policy. However, that is highly un-
likely if you have been approved for a life
insurance policy. The life insurance com-
pany protects itself by investigating the
health of the applicant, and only provides

life insurance to healthy people. Also, with
life insurance, the insured must die to get
the tax-free benefit. If you compare that to
the TFSA, your ongoing contributions are
available to you at anytime and the growth
is tax free. If the TFSA owner keeps those
deposits going for a long time, for example,
up until they die, there will be a significant
amount of money that is available to the
estate tax free. When looked at in this
light, the TFSA eliminates the need for the
average person to have a permanent life
insurance policy to provide a tax-free bene-
fit to their estate.

It is easy to imagine the TFSA as
a long-term account. That means most
people have the appropriate time frame to
invest for some growth. As always, time
frames are important with investing and the
TFSA is an ideal place to invest for long
term balanced growth. In this way, the
advantages of tax-free growth can be fully

realized.

Service Canada keeps track of
how much each Canadian can deposit into
the TFSA. People can log into their ac-
count and see how much they can contrib-
ute, but you must be careful with this. Ser-
vice Canada is sometimes out of date with
the TFSA contribution room. Itis best to
keep track of this personally. The other
option is to make all of the TFSA contribu-
tions at the same institution. Usually that
institution can then tell you with the click of
a mouse what your contribution limit is.

Many people ask if they should
redeem RRSPs, pay tax, then deposit the
after-tax proceeds to the TFSA. The an-
swer is...it depends. A full analysis of the
individual situation is needed to
answer that question, but in many
cases, it can make sense to do
this. We are more than happy to
do the analysis on any individual
situation to see if it is appropriate.

The TFSA still seems relatively
new. However, it has now been
around for almost 12 years. Many
people have taken advantage of
this account from the beginning
and have accumulated valuable
tax-free savings and investments.
It is not too late to start, and it is always a
good time to deposit to your TFSA. Next
year we Canadians will get another $6,000
of TFSA contribution room. We are looking
forward to working with all our clients to
make sure that everyone who is able takes
advantage of the TFSA.

Holiday Office Hours

December 23
9 am—4 pm

December 24 to January 1
Office Closed

Voicemail and e-mail will be
monitored for emergencies
December 29 to 31




What Happens to My Stuff?

There seems to be a great deal
of misunderstanding around this question.
We do not have any trouble with other fi-
nancial events like paying bills, using a
credit card, paying a mortgage, but we do
those things all the time. We do not go
around dying all the time. Not only that,
most people don’t even like to contemplate
their own demise. It is easy to see why this
topic is somewhat confounding to us.

Another reason | believe there is
so much confusion around this topic is the
fact that the legal industry is involved. The
legal industry seems to make this whole
discussion much more complicat-
ed than it needs to be. Lawyers
tend to get wrapped up in the
minutia and detail of the unfortu-
nate event of someone passing
away. Truly that is a good thing.
Someone has to. But simply
explaining to the living what hap-
pens to their stuff when they die
gets needlessly complicated.

It is quite simple actu-
ally: In Ontario a dead person is
not allowed to own anything.
Therefore, everything that a per-
son owned while they were alive is deemed
disposed of the day before they died. OK
simple enough. Where did it all go then?

In the spirit of keeping this simple it really
depends if one is married or single.

Any asset that was held, joint
with rights of survivorship, JWROS (bank
accounts, real estate etc.), passes on to
the surviving person. Simple as that. Most
married people will own most assets of
consequence jointly. Blended families are
often somewhat different, but bear with me.

Any assets that have a named
beneficiary go to the named beneficiary.
Assets like TFSAs, RRSPs, pensions and
life insurance, have named beneficiaries.
Any asset that is not jointly owned or does
not have a named beneficiary ends up in a
new entity called ‘The Estate of '
This new entity is created simply by the act
of someone dying and holding assets indi-
vidually. l.e., the recently deceased person
owned assets that were not held JWROS

and/or did not have a named beneficiary.

In a situation where someone is
married for a long time, most assets are
held jointly with the spouse and each is the
other’s named beneficiary. In many cases,
when a long-time spouse dies there is real-
ly not much in the ‘Estate of ___’. Most
things automatically become the property
of the surviving spouse.

Let us use an example of Fred
and Wilma Flintstone. Fred dies first, then
years later Wilma dies. You can see that
Fred and Wilma have very different looking

estates. Even though they have the same
assets. The big difference is Fred has a
surviving spouse. Dealing with Fred’s fi-
nances after his death is reasonably
straight forward. Fred and Wilma were
married a long time and they did not have a
blended family.

Wilma did not re-marry (no
blended family) and dies without a spouse.
All Wilma’s assets go into ‘The Estate of
Wilma Flintstone’. The estate now must be
handled, liquidated and distributed to the
people named in Wilma’s Will. This job is
done by the person she appointed in her
will to do the job. Wilma can do many
things before she dies to reduce the assets
that end up in the Estate of Wilma Flint-
stone. That topic was addressed in a pre-
vious news letter item called Pivot on Pro-
bate. | will concede that the attempt to
reduce the assets that end up in the Estate
of Wilma can get complicated.

As mentioned earlier, there are

many confounding factors that can compli-
cate a relatively simple situation. A surviv-
ing spouse keeps the situation simple. And
if Wilma has not remarried, her situation
will also be fairly straight forward.

Many factors, which could be
referred to as confounding variables, can
complicate the situation. These include:
Blended families, assets held that need to
pass through a will and the certificate pro-
cess such as royalties, stock certificates,
commercial real estate and/or cottage
property. If you find yourself with any of
these confounding factors, it is crucial to
get good advice in order to deal
properly with the assets you wish
to pass along.

That advice should always

iy start in the financial planning of-
fice. The time spent in the plan-

| ner’s office will clarify intentions
and set you up for a good meet-

- ing in the lawyer’s office. With
clear communication to the law-
yer, you can set your affairs up to
make sure the people you care

i about will not be overly burdened
in taking care of the ‘Estate of ....

you. See how simple this all is?

| have attached a chart that in-
cludes common assets that most people
have. The chart does not include many
potential assets. If your chart would in-
clude assets not in this chart like royalty
payments, commercial real estate or busi-
ness shares, your situation may indeed be
much more complicated. If you have ques-
tions about your situation, please contact
the office.
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What Happens to My Stuff? - Tables

Newsletter Editor: Rich Weiler

Death Of Fred - Value to Wilma the Spousal . ,
] L ValueinFred's
Wilma Still Living Held day after Fred's Rollover Estate Tax
Asset death Provision
Principal Residence Jointly $600,000 Yes S0 $0.00
Bank Account Jointly $20,000 Yes S0 $0.00
Non-Registed Mutual
Funds and/or Stocks Jointly $100,000 Yes S0 $0.00
Non-Registered GICs Jointly $100,000 Yes S0 $0.00
RRSP Named Beneficiary $50,000 Yes S0
Cottage Jointly $400,000 Yes S0 $0.00
Total Value $1,270,000

Wilma inherits all Fred's assets. There is nothing in Fred's estate. No taxes are due because of 'spousal roll over'
provision. This is very simple.

Taxable
i Value Of the Estate i i i
Death of Wilma i i i Capital Gain Approximate
Held of Wilma Purchase Price Gain
Asset . (50% of Taxes (50%)
Flintstone i
gain)
Principal Residence Individuall 600,000
P Y 3 $150,000 $450,000 n/a
Bank Account Individually 520,000
Non-registed
Mutual Funds Individually $100,000
and/or Stocks $50,000 $50,000  $25,000 $10,000
Non-Registered . Just the
Individually $100,000 .
GICs n/a n/a interest 51,000
Named Beneficiary -
RRSP v $50,000 N/A $25,000
Estate
Total Value $870,000 536,000

Atthe Death of Wilma Flintstone her assets pass into her estate. Wilma must have a will to appoint the person who will be
in charge of 'The Estate of Wilma Flintstone'.

Note: Mutual funds are sold by simplified prospectus only. Before investing, obtain a copy of the prospectus and read it carefully. Unit values and investment
returns for mutual funds are not guaranteed and will fluctuate. Mutual funds are sold through Sterling Mutuals Inc. CFP® is a certification trademark owned outside
the U.S. by Financial Planning Standards Board Ltd. (FPSB). Financial Planning Standards Council is the marks licensing authority for the CFP marks in Canada,
through agreement with FPSB. Views expressed here are that of the advisor and are not necessarily shared by Sterling Mutuals Inc.




