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Willsand Probate

AXPAYERS TRADITIONALLY USE

THER WILL AS A WAY TO

CONTROL THE DISTRBUTION OF

THE ASEETSTHAT THEY OWN AT
THEIR DEATH. YOUR WILL EFFECTIVELY
DOES TWO THINGS [T APPOINTS SOMEONE
(THE EXECUTOR OR ESTATE
ADMINISTRATOR) TO TAKE CARE OF YOUR
ASETS AFTER YOUR DEATH AND TELLSTHE
EXECUTORS WHAT TO DO WTH THOSE
ASETS

Probateisaprocessby which theexecutors
ae dle to provide a third paty with
evidence that they have the authority to
ded with asets of the deceasad. In receant
years the provinces have redlized the vdue
of these tesamentary successonsand reve
increesd probatefees Theserangeashigh
a 1.5% of the grossvdue of an edatein
Ontario and 1.4%in British Columbia

In addition to these fees another dravbeck
is thet assets subject to probate become a
metter of public record, which can be
accessad by anyonefor agmdl fee

Toavoid thexefeesand thedisdosure of other-
wise private information, taxpayers often use
other methods to pass assHs dter their degth.
Of course, with any tax planning Srategy, you
nesd to get professiond advice to ensure no
unexpected tax conssquences arise

Joint owner ship

Joint owvnership is one methad that is often
used to reduce or avoid probete fees AssHs
thet arehdd in joint ownership pessdiredtly to
the joint owner on the degth of an individud
and ae uadly not dedt with in the Will.
Howeve, there is a digpodtion of the de
ceasdsinteres in these assgts for income tax
purposesd thetime of trander.

Family trust

Ancther means of redudng the impect of pro-
bete feesisto cregte an inter ivos trud. This
typeof trustiscrested during oneslifetimeand
the terms are spedified in a trus desd. The
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assts hdd in the trugt do nat form pat of your edate, even
though you may be a bendiday. At degth, the other
bendfidaries of the trut become ettited to the assds
However, it isimportant to note that when you st up the trust
and convey assgisto it, thereis generdly adeamed digpodtion
of those assets d far market value Thusyou will haveto pay
tax an any acarued gains. When the assets are didributed by
the trus to Canadian bendfidaries the digribution is & the
trud’s tax cog with any taxes on that didribution bang
Jeferred.

Soous truds are treated differently. During your lifetime or
on degth, you can trander assets on a tax-deferred bessto a
spousd trugt of which your gpouse or commontaw partner is
entited to dl of the income and is the only person entitied to
ay o the cgpitd duing your oousss or commontlaw
partner'slifetime No gain would be redized on the trandfer of
theasststo agpousd trug. All of the assats of the pousal trust
ae deamed digposd of on the degth of the goouse or
commortiaw partner resulting in theredization of any accrued
gana thettime

Proposad legidation

Recently proposad legidation extendstherollover trestment of
agoous trud to two new forms of truds the 'dter ego trus!
and the’joint partner trudt.

Alter egotrugd

An dter ego trudt is one that you edablish for yoursdf. To
cegean dter egotrust:

the individud trandfaring assgis to the trust mudt be 65
yearsof ageor dder;

income eaned within the trug
must be payable oy to the
individud trandaring assgtsto the
trug;

the individud trandferring assts to
the trudt is the only one who can [
recdve the capitd duing the
individud'slifetime and

the trust does not dect out of these
rues
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The asgtswithin the dter ego trugt are trandfared to the named
beneficiaries after the death of the settlor
(the cregtor of the trugt). However, this is where the amilarity
with an inter vives trugt ends. With an inter vivos trud, assets
trandered to atrug, ather than one edablished for agpouse, are
deamed to have been tranderred at far market vaue a the dete of
trander, and therefore atrat tax & the time of trandfer. An dter
ego trug pamits the trander of the assts a codt bese and thus,
taxes do nat goply a the time of trandfer. When the sttlor of the
trus dies the dter ego trugt will then be taxed on the gans that
have acorued. The dter-ego trugt thus dlows you to defer thetax
lighility until thetime of degth.

Joint partner trug for those 65 and older

Theproposadjoint partner trugt issmilar to both the spousd trust
and thedter-ego trugt. With ajoint partner trust:

agan you must be a leedt 65 yearsdld in order to edablish a
joint partner trust and recaivetherallover trestment;

both you and your spouse or commonHaw partner must be
thebendfidariesof thetrus who areentitled torecavedl the
income and the only ones who can recaive cgpitd during
your lifetimes and

the trugt can goeaify the bendfidariesto whom the asets are
to betrandered a thetime of your degths

Smilar to an dter ego trug, thetax on the accrued gains on asHts
owned by ajaint partner trugt isdeferred until the deeth of the last

Urviving oouse or commonHaw partner.
Get professonal advice

Asyou nesd to congder many issuesin your estate planning, you
do nead professond advice Other isues
coud indude a powe of dtomney, a
prenuptid agreamant, the impadt of your
edate planning on your busness family law
conddardions and other matters unique to
your particular Stuation.

Having adear underdanding of your current
finendd gtudion, your longtam finendd
gods and the tax implications of your edate
panng will hdp you meke the best
dedigonsfor your futureand thet of your heirs
U
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TheBalancing Act

OOD FISCAL MANAGEMENT REQUIRES OWNER
MANAGERS TO CONSTANTLY PERFORM A
BALANCING ACT TO CONTROL COSTSAND AVOID
UNNECESSARY EXPENE AND PENALTIES WHILE
MAXIMIZING THE BUSNESS CASH FLOW.

Hereareten drategiesthat can hdp you juggleyour cash flow
moredfectively andimprove your battom line

1 Enauretha dl gaf remit payrdl information on timeto
permit correct and timely preparation of payments. Each
employees payral file shoud be periodicaly updated to
reflect changesin matterssuch asthe hourly rateor day,
vacation pay rate and deductions for degpendants, penson
plan, medicd coverage ad the like Remit payrall
withholdings and deductions on time to avoid pendties
and interes;

2 Make dre evayone underdands the rues of your
provinda workers compensation board for employess
and contract workers. Didribute and post the guiddines
thet employees are to fdlow in the event of acadent or
injury. Remit premiums on time to avaid pendlties and
interest cods

3 Pay coporate and parsond tax indaments on time to
avaid cash flow surprises & the end of afiscd period.
Monitor GST inputs

4 Monitor the company’s bank acoounts carefully to reduce
the risk of inauffident funds the resultant NSF charges,
and the time thet would be required to stidfy the bank
and gopesse employess or areditors if achequeis NS
Edablish aline of credit to provide overdraft protection
for late deposits, erorsand lagging accountsrecaivable

5 Enaure leese payments are mede on time to avoid late
chages or pedties For new acquistions carefully
andyze the cods of purchesng with borrowed funds
vass the cods of leesng, induding tax planning
condderaions Review the excess mileege cods ad
buyout dauses in vehide leasss S0 you are not surprised
with alarge bdlance owing a theend of theleasgstem.

6 Edablish a cash flow management reparting sysem to
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endure that you are regulaly updated on what cash is on
hend, what cash isexpected to arrive and what cash outflows
mus be st to aeditors on a wekly bess Having an
onrgoing knowledge of cash flow requirements will hep
you contral interest cogtson your operating lineof creit.

Invest excess coporae or busness funds in shortterm,
interest-bearing indruments Use the ingrument as security
for busnessloansto negotiate lower interest rates Ak your
finendd officer to natify you whenever excess funds are
availableto encourage better use of capitd.

Edablish guiddinesfor ramburang enployessfor business
expenses for kilometres travdled as wel as out of town
accommoddaion, meds and other expenses for promation
and entertainment. Make it company palicy thet recaptsare
to be submitted with expense reports Monitor dl expense
reports and question exoeptionsto theguiddines

Scdeback employess expectaionsfor company vehidesby
sting cos-effedtive parametars for modd and options
These should goply to company owned or lesssd vehides as
wdl as rentals when employess are on the road. Before
purchaang or leesng a company vehide, research repairs
and maintenance cods and insurance premiums on the
particular modd. As disoounts are often available for repest
busness negatiate fleet discounts from he local mechanic,
insurer and gashar.

Flan out of town trips to teke best advantage of lower
arfares hotd rates and other discounts Whenever possble
combine dient meatings with conferences, courses or other
busness-rdaed functions at the same dedtination. When an
employeeplansabusnesstrip, arethetravd codsjudifiedin
view of the anticipated increased business from exiging o
new cusome's?

When times are good, take time to improve
your cash flow management.

faces a cash crunch

If the business
in the future, your

strategies for controlling costs will help you
survive a downturn.
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Projecting Your Image

HETHER YOU ARE A PREEENTERAT A SALES

PRESENTATION, A CONFERENCE, A TRAINING

FESHON OR TRADE 3HOW, THE QUALITY OF

YOURVIUAL ADSCAN EITHERENHANCE OR
DETRACT FROM YOURMESSAGE.

If you have been usng algptop for your presentaion'sviauds,
you may recdl that nat too long go hatds and other suppliers
often did nat have data projectors readily avaldde Like
others you may have hed to lug a projector around with you.
Wl the good news is that nat only are deta projectors now
lighter and more portaddle but they ae dso becoming
somewhat moreafordade.

Responding to the increesing use of Igptops for presentations
manufecturers have rgpidly  developed smdler, lighter, and
higher resdlution projectars to kegp pece with advances in
presantaion software Thee new prgectors are far more
portable than earlier modds with someweighing sslitileas 3
to 6 kilograms The data projector is particulaly wel suited
for desand marketing asyou can essily project imegesonan
officewall - thisisided if youre doing the presantation in a
dient's office where a screen would be burdensome. How-
ever, devdopment of these prgjectors was codly, S0 prices
dart a $3,000 and run ashigh as $12,000.

If your company could bendfit from one of these partable data

projectors, here are some features you should congder before
meking apurchase decison.
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Brightnessand darity

Whether you are presanting in a amdl or large room, images
thet are dull, blurred or mattled detract fom your presentation
and your audiencésatention. Themost commonly ussd display
technology in data projectars is LCD (Liquid Crystd Digolay);
however, ds0 look & anew techndlogy, DLP (Digitd Light
Processaing), thet may give'you higher resolution.

Also congder the projector's light output, which ismeesured in
lumens Standard prgjectors digalay 200 to 400 lumens The
new lamps dart a 480 and run to 1500 lumens or mare The
larger thelumens raing i the better theimage. Some projectors
are even cgpeble of prgjecting outstanding imagesin dassoom
and conference settingswhen thelights need to be on.

Reiability

Ancther bendfit isthat thelamp in these new unitslads & leest
1000 hours compared to 50 hours on the dder, dandard
prgectors. While you should dways have a spare bulb for a
presantation, the lamp'slonger lifeis encouraging for thosewho
have been caught without one.

Reolution

Resolution for a projector is messured in the same way as
monitor resolution, thet is, by the number of pixds The higher
the number of pixds, the sharper the image Because the image
trandfared to the projector comes from algptop thet hasitsown
built in grgphics card, the projector will only project imeges as
well asthelgptop can ddiver. Conversdy, if thegraphicscardin
the lgptop is extremdy high end, but the projector is using a
dandard grgphics card, the image may only be as good as its
weekes link, inthiscasethe prgjector.
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The mogt commonly used graphics cards within projectors

indude

a VGA -video grgphicsaray with apixd reeding of 640 x
480 (usadinlower cost projectors);

a SVGA - super video grgphics aray with apixd reeding
of 800x 600;

a XGA - extended graphics array with a pixd reeding of
1,024 x 768,

a SXGA - apa extendad grgphics aray with a pixd
reeding of 1,280 x 1,024 (while codly, these provide
excdlent detall); ad

a UXGA - ultra extended graphics aray with a pixd
reeding of 1,600 x 1,200 (again codly, but essantid if
projecting enlarged detals).

Thehigher end prgectorshavethe daility to work with poorer
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qudlity resolution from the source lgptop as they can menipulae
the output using intdligent compression technalogy to improve
the projected image. However, the resulits can be unrdisble and
may nat beworththe codt.

Multi media

Manufecturers ae now devdoping deta projectars thet can
hande input from DVD playes and video cameras. Other
enhancameants to look for indude sound, remote contral for
zooming on the visuds and contralling the audio and the daility
to patchin morethan onesource

A tria run

If your presantations need abood, condder renting one of these
proectars This will dlow you to assess which fedures are
important for your type of presantations before you meke a
purchase dedison.]
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Demutualization

N THE HIGHLY COMPETITIVE INSURANCE INDUSIRY,

MANY INSURANCE COMPANIES ARE FEEKING NEW WAYS

TO ACCESS THE ADDITIONAL CAPITAL NEEDED TO

ACHIEVE WORLDWIDE STATUS OVER THE PAST YEAR
OME CF THEEE COMPANIES HAVE BEEN IN THE PROCESS OF
DEMUTUALIZING THEIR COMPANIES TO BECOME PUBLIC
COMPANIES

For palicyholders, the prooess of demutudization meansthey
were offered ether cash or hares for thar unit haldings If
your insurance company demutudized and you recaved
bendfits you nead to condder the current and future tax
implicationsof thisinvesman.

Publicinsurance companies

Bdore demutudizing, these insurance companies were
owned by the pdicyholders When gregter working capitd
was required, the companies were limited to dbtaining funds
from policyhdders or the income generated from inveding
the palicyholders premiums By demutudizing and aredling a
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public company with sharehdders rather then unithlders; these
insurance companies can now teke advantage of thar nemy
crested pubic company datus

For insurance companies, the benefits of going publicindude:

worldwide sanding and recognition on iecognized stodk
exchanges

acoessto cgpitd marketsto raseadditiond funds

the adility to merge with, or aoquire, other insurance
companies,

an enhancad imegeto attract top manegement; and

the ahility to remunerate management with gock options
Tax implicationsfor unitholders

When an insurance company demutudizes, the unitholders are
generdly given the option of recaiving cash or equivaent shares
for thar units. If you recaved ather, you need to consder the
impect onyour persond incometax.

CHARTERED ACCOUNT-
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Cash for units

If you received cash, the amount recaved is conddered a
taxable dividend and is added to your income for the year.
The taxes tha will be paid on this amount will depend on
your persond income tax rate. In mogt indances, the amount
recaved will betaxed a apreferentid dividend rate

Sock for units

There are no immediate tax implications for those taxpayers
thet dected to take Sock. Likeother Stuaionswhereinvesors
purchase sock, thetaxpayer will havetheright to voteand the
right to recaive dividendswhen dedared by the nenly formed
public company. Aswel, asasharehalder you can now buy
and =l haes

Dividendsrecaved

Dividends recaived on these shares are tregted the same way
as other dividend income: The insLrance company will sand
youaT5that indicatesyour dividend income,

SHling sock recaved

The codt bese of the dhares recaived is zaro. If you =l the
gock you receive, you will betaxed on the entireamount asa
cgoitd gan. For example, if you recaved 200 shares tha
wereinitidly listed a $25 ashare (atotd vaueof $5,000) and
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later decide to sl them when they reech $30 a share, your
proceeds will be $6,000. Your net profit is $1,000. As an
investar, you may condudethat under the cgoitd gansrules you
would betaxed on 2/3rds of thisgain. But Sncethe cost for those
shareswas zero, the tax will be cdculated on 2/3rds of the entire
gain, that is2/3rds of $6,000, lessthe brokerage fees If theshares
were old prior to February 28, 2000, the taxabdle partion of the
capitd ganis 75%.

Purchasgng additional shares

If you buy shares in addition to those you recaved upon
demutudization, the average codt rules for determining gains and
losseswill goply in the same way aswhen you purchese and sl
nortinsurance company shares

Offstting thegain and resultant tax

Before you sl any shares you have recaived, discuss your tax
gtuation with your chatered accountant to detemine any
planning thet may reduce the tax on the e of the shares You
doud dso dsuss your invesment draegy with your
invesment aovisor.

Overdl, look at your tax postion today to determine whether,
bassd on your current taxable podtion and your invesment
drategies, it would be better to hold the haresand dl themat a
later date when the net resllt dter taxes will be more

advantageous. [

What' sthe difference between
men and government bonds?
Government bonds mature!'!

Bank Ad: “Comein and see
Usif you are Loan-ly” !!

Nothing lasts forever --
not even your troubles!!
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DAVID AND GOLIATH:
Prophet and Loss

When playing golf, nothing
counts like your opponent !!

You can’t turn back the clock -
But you can wind it up again !!



