Ron Hai I;, 3. ®,
 Wealth Adyvisor, C

N NICOLA

WEALTH



e
About Nicola Wealth
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Canada vs The World
CAF WORLD GIVING INDEX FULL TABLE

10 year aggregate scores and ranking
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:Pﬂ';er‘ijc:‘tates of 1 58% 3 72% 61% 5 42%
Myanmar 2 580% 49 A9% ' 810 3 43%
New Zealand 3 57% 10 64% 9 65% 6 41%
Australia A 560 11 64% 8 68% 12 37%
Ireland 5 56% 16 62% 7 69% 0 38%
Canada 6 55% ) 64% 10 63% 1 37%
Onted Kingdom 7 5% ) BO% 7 7% 75 0%
Netherlands 8 53% 37 53% 5 71% 14 36%
Sri Lanka 9 519% 29 550% 19 500 1 46%
Indonesia 10 50% 86 42% 6 69% 7 40%
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https://www.cafonline.org/docs/default-source/about-us-publications/caf_wgi_10th_edition_report_2712a_web_101019.pdf
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Types of Gifting
» At the Door

» Planned Giving
» Strategic Philanthropy




At the Door

» Friends and family
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Planned Giving

> Taxes Payable at Death (Manitoba) f‘[S?j
T
> Registered Assets 50.4% I = §
o RRSP, RRIF, Pensions g,%Z 55 E:E,

> Capital Gains 25.2% _y
o Shares, Real Estate, Business Equity @

» Corporate Holdings
o Retained Earnings, Shares, Real Estate, Cash
o Possible three layers of tax

» Probate Eliminated 2020 (Secondary wills are still useful)
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Tax-Free

» Principal Residence

> TFSAs

» Lottery Winnings

» Tax-Exempt Life Insurance




The Tax Grind

» Non-Registered Investment $1,000,000 @ 4% invested for 25 years
» 0% Tax Environment: $2,665,836

> 50.4% Tax Environment: $1,634,184
» Cumulative Loss Due to Tax: $1,031,652
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Three Possible Beneficiaries

Assets




You Must Pay
Taxes. But there's

no law that says you
gotta leave a tip.

- Morgan Stanley




Three levels of tax on corporations

1. Personal cap gain on disposition of shares of the corporation
The corporation was setup with a value of $1. The deemed value of the corporation’s shares at the fime of death is
the fair market value of the corporate investments which will be taxed as a capital gain as the shares are deemed
fo have been disposed.

2. Corporate tax on the sale of the corporate investments
In order for the beneficiaries to receive their portion of the corporation’s investments, these investments have to be
sold. This disposition results in a taxable capital gain. This disposition also generates a refundable dividend tax on
hand (RDTOH) and a capital dividend.

3. Dividend tax on distribution of assets personal tax rate

When their investments are sold and cash is distributed to their heirs, this distribution is a taxable dividend at the heirs’
personal tax rate.
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Gifting Options

»> Will (Bequest)

» RRSP/RRIF

» Marketable Securities
> Life Insurance
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Will (Bequest)

Change Will

> Leave fixed amount or % of estate to named favourite charities

Notify Financial Institution

» Include named favourite charities as beneficiary for some or all of RRSP/RRIF




RRSP/RRIF Tax Time Bomb

Government discriminates against singles, divorcees and widows
» At death, entire RRSP/RRIF taxed as income at 50.4% in Manitoba
» $2 million = $996,000 to heirs
> Wealthy people take RRIF minimums
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Gift the RRIF

Value of RRIF at age 71: $2,000,000
Mandatory year one withdrawal is $106,000
Approximate net income: $52,000

Use $52,000 net income from RRIF to purchase $1,200,000 Life Insurance Policy
Beneficiary $600,000 to Charity
Beneficiary $600,000 to Heirs
$600,000 Tax Receipt for Estate

)
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Heirs net $900,000 + net after tax balance of RRIF] III
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Gift Marketable Securities

» Client gifted $50,000 cash annually

» Client now gifts $50,000 in shares, cost base of $10,000
» No capital gains tax = saved $10,000 in tax

> Full tax receipt for $50,000

)
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Gift Life Insurance

1. Gift Existing Policy (including term life policies)
» Receipt for full Fair Market Value
* Charitable receipts for future premiums

2. Gift New Policy
» Annual premiums eligible for charitable tax receipts or
* Gift the insurance death benefit
« Tax receipt issued for entire death benefit, offsets estate taxes.
» Donor still has control over policy — e.g., can change the beneficiary

3. Donate death benefit through will or designate charity under the policy
« If through will, watch for dependant relief claims
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Using CPP for Philanthropy

CPP Benefits: Taxed, invested, and re-taxed
» Use CPP to create a charitable gift of Life Insurance

» 65 year-old couple can get a $1.4 million policy

» Meaningful windfall for family and charity




Strategic Philanthropy

Incorporate philanthropy discussion at every meeting with your advisor.




Financial Life Cycle Estate

Home &
Personal Assets

Accumulation Insurance

Sale of
Business

or
Real Estate Excess Capital | | Investments |
Not Required | | in Estate

for Personal Lifestyle

CUlER: Investment
Assets

Assets Capital Required for Lifestyle

Retirement Life Expectancy



Integrated
o Collaborative
Plannlng planning with Investments

your accountant beyond stocks
and other and bonds
advisors

Business
structure and
succession
planning

Retirement
income
modeling

Tax reduction

) Charitable giving
strategies

goals integrated
with tax planning

Wills, estate, Review of

insurance
needs for
business and
family

and legacy
planning



Private Giving Foundation (PGF)

A Donor Advised Foundation

» Canadian registered charity (public foundation) that accepts donations, issues tax receipts,
and makes grants to other Canadian registered charities

» Strategically maximize tax benefit of large contributions in a given year

» Grow your legacy, make donations during lean years, and continue giving in perpetuity
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Private Giving Foundation (PGF)

A Donor Advised Foundation

v' Donations can be made in cash or in kind (mutual funds, stocks, bonds, real estate, insurance
policies, etc.)

v Under certain circumstances private company shares can be donated — this should be
discussed with your advisor.

v' There is no administrative cost to clients — Nicola bears the cost and administrative services

to PGF
P
P\
F
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GIVING s
Impact

®

Making a
$100,000
donation that
COSts less than

$10,000



Where finance meets phi];m(]n‘npy.

Pearlree

Ontario
PearTree Flow Through Donation
Ontario Individual Donor to Ontario Charity
Donor Cash Flow Summary - $100,000 Donation - 9.95% Cost of Giving
Cash Paid for Flow Through Share Subscription ($422,024)
Cash Received on Sale of Shares - Net of Financial Services Fee $163,756
Net Cash Position immediately post-closing ($258,268)
Tax Savings in 2021 $280,510
After-Tax Cash Flow Position in 2021 $22,242
Tax Payable in 2022 on Federal Investment Tax Credit Inclusion 32,192
Net Out-of-Pocket (After-Tax Cost of Donation) ($9,950)
Charity Receives (Net of Fees): $100,000
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Don’t do any of this alone

« Complexity

» Fluidity We don’t have

« Changing tax rates to do it all alone.
+ Expertise We were never

meant to.




Thank You

Do not rely on the slide material on its own, because it may be incomplete or inaccurate without additional context and information provided
by the oral presentation. This presentation is for educational purposes only. It should not be construed as legal, tax or accounting advice.

This presentation does not bind Nicola Wealth to provide, or to confinue to provide, any of the concepts or products described in the
presentation.

This presentation contains the current opinions of the presenter and such opinions are subject fo change without nofice. This material is
distributed for informational purposes only and is not infended to provide legal, accounting, fax or specific investment advice. Forecasts,
estimates, and certain information contained herein ‘are based upon proprietary research and should not be considered as investment
advice or a recommendation of any particular security, strategy or investment product. This investment is generally intended for tax residents
of Canada who are accredited investors. Some residency restrictions may apply.

Please read the relevant documentation for additional details and important disclosure information, including terms of redemption and
limited liquidity. Past performance is not indicative of future results. All investments contain risk and may gain or lose value. Returns are net of
fund expenses charged fo date. This is not a sales solicitation. Nicola Wealth is registered as a Portfolio Manager, Exempt Market Dealer and
Investment Fund Manager with the required provincial securities’ commissions. Please speak fo your Nicola Wealth advisor for advice based
on your unique circumstances.



Contact: rhaik@nicolawealth.com

416-519-2385



