Important Tips You & Your Executor Need to Know - Summary
. . . including the Changes to Probate Rules January 2013

Choose Your Executor Wisely - candidate should be capable, responsible, local and impartial
Choose an Executor that will Outlive You - otherwise their Executor becomes Yours

A Named Executor Can Renounce their Position - be sure your Executor is willing to
serve - communicate with them

No Will? - Intestate - don't leave a big mess behind - otherwise the Courts decide who gets your
hard earned Estate

Insolvent Estates - Who gets paid first? Funeral Home, Executor, Lawyer, Advisor, Revenue
Canada, Creditor, Province

Executor’s Fee - set by Provincial Courts - Ontario is 5% of Assets submitted for Probate. A bank
or Trust company may charge as high as 7%

What is Probate? The process of the Provincial Court approving the presented Will as authentic
and valid - once this process is complete a “Certificate of Estate Trustee” is issued to the Executor -

takes on average 6-12 weeks. Estates worth less than $10,000 do not need to be probated. Probate
is not needed on the first spouse’s death, but must go to probate on second spouse’s passing

Calculating Probate Fees - Ontario “Estate Administration Tax” is 1.5% of probatable assets -
which include the value of bank accounts, mutual funds, home, vacation property, rental property,
stocks/shares, savings bonds, extensive art or jewellery collection - the ONLY thing exempt from
probate fees is Insurance Proceeds - such as the payout of a life insurance policy to a named
beneficiary or any form of savings held in Segregated Funds left to a named beneficiary

Who gets Paid? The Minister of Revenue, the lawyer, the accountant and the Executor all base
their fees on the amount of assets submitted for probate - depending on the structure of your estate,
could be as high as 16.5% in total fees (or $82,500 on $500,000 of investments)

Changes to Probate Rules - January 1, 2013 - new prescribed information required about the
deceased - not yet disclosed by the Minister of Revenue. A new 4 year assessment window which will
require the Estate file to remain ‘open’ for potential re-assessment by the Minister of Revenue.
Misrepresentation may result in a minimum fine of $1000 or a maximum fine of 2 times the tax payable
and/or 2 years imprisonment. This will make the estate settlement process more costly and more time
consuming, with greater potential for liability to the Executor. It is now more important than ever to
address your estate planning issues, to protect those left behind.

Strategies to Avoid Probate

Joint or Co-Ownership - often recommended by the bank teller - triggers a taxable disposition/
capital gains, if you are joint owner with your kids - you are responsible for their misfortunes - if they
divorce the ex can lay claim to half of your asset. I feel this is a risky recommendation. The bank is
not compelled to release assets in a joint account until they see the Certificate of Estate Trustee -

issued after the Will is probated
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Estate Friendly Investments - like Segregated Funds are much easier for your Executor,

the value is not submitted for probate, lower professional fees, avoid 1.5% tax, avoids delays, value
& beneficiaries remains private

Segregated Funds - offered by a Canadian Life Insurance company - excellent tool to avoid
probate fees & delays - proceeds paid out to beneficiaries within 2 weeks of claim - available in
GIC’s, Bond Funds, Dividend Funds, etc in RRSP’s, RRIF’s, TFSA’s, Non-Registered savings accounts

- Banks haven't told you about them because they can't offer them - lawyers either don't know
about them or don’t want you to know about them, as it reduces their fees. Not all advisors are
licensed to offer Segregated Funds. They are called Segregated because they are segregated from
the rest of the assets of the life insurance companies, who are heavily regulated and monitored by
both the Federal and Provincial governments.

A Probated Will becomes Public Record - anyone can pay a fee to obtain a probated
copy of your Will - may create problems

Executor is Personally Liable - for maintaining the credit-worthiness of the Estate and
protecting the assets of the Estate until distributed. The Executor has one year to settle the affairs
of the Estate after which the beneficiaries can demand payment of their legacies and interest
begins. Must notify the home insurer that the home is vacant for insurance coverage to continue to
be valid. The Executor has a fiduciary duty to act only in the best interest of the deceased.

Canada Post - As the Executor, take a copy of the Will & Death Certificate to Canada Post and
have the mailed re-directed to you for free.

Passing of Accounts - is a summary of the financial transactions of the Estate provided to the
beneficiaries, who have a right to request this document from the Executor

Executor’s Fee - if you are both the Executor and a beneficiary of the Estate, take your fee as
an increase in inheritance, rather than a fee - to avoid paying income tax on the fee

Experienced Advisor - not many advisors truly understand probate and specialize in Estate
Planning. My goal is to provide you with peace of mind that your life savings are secure and
growing, and knowing when you become an angel we have simplified and preserved as much as
possible for your Executor and beneficiaries. I do not charge any fees to my clients.

To learn more or for a complimentary review or
Estate Plan Fire Drill
please contact Léony deGraaf at 905-632-9900 or leony@dgfs.ca

”deGraaf

financial strategies simplify the seasons of life

The information provided is for general educational purposes and could change without notice.
Please consult a lawyer, accountant and/or financial advisor for personalized legal, tax and financial advice.
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Probate Process - Ontario

Standard Life(

Changes to the probate process in Ontario

Ontario’s probate fees are governed by the Estate Administration Tax Act, 1998
(“EATA"). The 2011 Ontario Budget contained several measures to improve the
administration of Ontario’s tax system. Advisors and others involved in the estate
planning area may not necessarily have taken note of these changes.

Probate fees are cummently administered by
Ontario’s Minlstry of the Attorney General. With
the new legislation, the administration of this tax
will shift to the Minister of Revenue. Provislans
of Ontario’s Retall 5ales Tax Act will govem the
procedures forassessments and reassessments,
abjections and appeals, administration and
anforcement.

An application for probate will generally be
“gpen® {that Is, subject to possible audit and
reassessment) for fouryears from the date it

I= made. For example, anapplication filed on
January 1, 2013 could be audited and reassessad
any time until lanuary 1, 2017, (There areno time
limits when thera s a fallure to com ply, fraud
armisrepresentation.) New provisions provide
forfines and Imprisonment for cartaln types of
non-compliance.

Practitioners In this area are awalting the release
ofthe regulations dealing with what 1s referred to
as*prescrbed Information® aboutthe deceased.
Some suggest that there will be an Increased
need for valuations, etc. Ifthis Is the case, the

probate process will not only become more costly,

therewlll be time delays.

Undertha EATA, the probate fees are $5 per
%1,000 for the first 50,000 of assats falling

Into the estate, and $15 per $1,000 for assets In
excess of $50,000. These fees can be avolded by
naming beneficiades In Insurance policlies.

With appropriate planning, and a designated
beneficiary, assets will pass outside the
estate. Insurance policies Include segragated
fund contracts, life Insurance policles, cAtical
lllness Insurance policles, and annulty policies
{Including term fund, life and term certain
policles).

Case Study:

John anticipates that atthe time of death, hea will
hawe $1 million In assets. His house will beworth
§450,000. HewIll have anothar $550,000In
Imvestments (currently a Guaranteed Imvestment
Certificate (GIC) held at a bank). He 1s considenng
acquiring a Term Fund Issued by an Insurer.
Looking at these two scenaros, ses the difference
In how probate fees are calculated:

Estate subject to
probate [§)

Anticipated holdings at death

House A450,000 450,000
GIC held at bank 550, 000
Term Fund [ssued by an 550,000
Insurer having a named
beneficlary

1,000,000 1,000,000
Estate subject to probate 1,000,000 450,000
Probate fees:
First S50, 000 250 250
(55 par 51,000)
Remalnder 14,250 &,000
(515 per $1,000)
Tatal 14, 50:0 6,250
Savings achleved by 8,250
estate bypass
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Mot anly does the use of a named benaficlary result
In probate fee savings, designating a benaficiary
alzomeans they will usually recewvethe bequest

at amuch earlierdate. Ifthe asset forms part of
the estate, like a GIC atthe bank, It's possible

that executors may delay disbursing the estate
proceeds. They may not be able to ascertain that
no additional amounts are owling In probate feas,
especlally given the allow able four year time frame

The fallowing 1s taken from the Budget documents:
“The govemmentwlill propose amendments to the
Estate Administration Tax Act, 1998, toenhance
compliance by Integrating the administration of
thistax with audit and verification functions at the
Ministry of Revenue, starting January 1, 2013"

Ontarla's BNl 173 recewved Royal Assent on
May 12, 2011 Applications filed an or after

lanuary 1, 2013 will be subject to the provisions
of the new legislation, unless Ontario's Minister of
Finance defers the application to a later date.

foraudits.

Otherstrategles exlst for avolding the fees,
Including the use of alterego or Joint partnar
trusts, |oint ownershipwith nght of survivarship
{JOWROS), etc. Each situation neads to be reviewad
before the appropriate strategy |5 Implementad,
as the full iImplications need to be determined.

For example, atransferof assets Into JOWRDS
may have Incomea tax Implications (possible
deemed disposition for tax purposes, possible
application of Income attdbution rules, etc). Other
Implications, Including loss of cantrol, exposing
assets to debts of the other party, etc, need to be
considerad aswell.

While the legislation has recelved Royal Assent,
we still awaltthe release of cartain regulations.
Of considerable Interast to many estate planning
practitioners Is that the estate representative will
be required to provideto the Minister of Revenue
“such Information aboutthe deceased person as
may be prescrbed by the Minlster of Finance”

It 1= clearthatthe administration of estates will
become considerably more complex for many
Individuals. Helrs may also see delays In payouts
from estates. Forthis reason, It 1s Important that
financial advisors Inthe province of Ontaro reviesw
ex|sting estate plans, and, equally Important, that
thosewho have done no planning In this area do so0
at the earllest opportunity.

This document is intended for general information only. It should not be construed as legal,
accounting, tax or specific investment advice. Clients should consult a professional advisor
concemning their situations and any specific imvestment matters. While reasonable steps have
been taken to ensurethat this infarmation was accurate as ofthe date hereof, The Standard Life
Azsurance Company of Canada and its affiliates make no representation orwamanty as to the
accuracy of this information and assume no responsibility forreliance vpon it

www.standardlife.ca
The Standard Life & ssurancs Compa ny of Canada
Standard Life &ssurance Lim ited
Tiga 11-2011 @201l Standard Like
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Estate planning peace-of-mind:

Take steps now to reduce probate fees and expenses

Every estate must file a final (or ‘terminal’) tax return after
the death of an individual This can trigger probate fees and
other expenses.

Owning deferred annuity policies such as segregated funds
and term funds can help ease the burden on your estate by
passing amounts directly to your beneficiaries, outside of
your estate and the probate process.!

Probate Fees » Executors usually charge a fee of up to 5% on

= Fees or taxes charged by the provinces for average, of the value of the assels transferred under
confirming a will iz valid and the executor has the the will in most jurisdictions.
authiority to act, referred to as “Letbers of Probate” * Lawyers or motary, as executors, will often charge a
(essentially a tax on your estate). percentage of the assets valued in the estate.

* There is ne limit on fees (except for * Segregated fund and term fund policies with a
Quebec, Alberta, and the Territories). named beneficiary do not form part of the estate

= Fees and taxes could be as high as 1.5% of and are not subject to any executor, legal or
your estate. frustee fees.

Deferred Sales Charges (D5Cs) at Death Accounting Fees

* Unlike most mutual funds?, generally no charges * For larger and more complicated estates, an
are applied to segregated fund policies at the accountant could be needed to file the final tax
time of death. returns and ensure the orderly transition of assets.
* Fees uswally range from another 206 - 5% of the
Legal and Executor Fees “otal estate assets.

* Unlike GICs and mest mutual funds? segregated
fund and term fund policies, do not form part of
the estate and go directly to named beneficiaries.
This mieans the accounting fees will be
significantly lower (and should generally only relate
to the preparation of tax returns).

* Legal and executor fees usually range from
3% - 6% of the estate.

* Executors are responsible for locating the will,
arranging the funeral, ascertaining names and
addresses of beneficiaries and next of kin, finding
the assets and liabilities, and tax returm preparation.

' Hed applicable in Cuebec, as notarial wills do not need to be peobsted by the court and, for Fokograph wills and wills made in presence of
witreesses, probate fees sre minimal. ™

* Standard Life Mutual Funds Lid does notchange any deferred sales charges for susrender on death of the halder of an individusl scoount.
i Registered mubual funds can by pass probate. Hotspplicable in Cuebssc.

Remember... you must name a beneficiary (other than the estate) on your
segregated fund and term fund policies to ensure these assets go directly to
the beneficiary and avoid fees.



Take a look at how owning segregated and term fund policies can increase your estate

The example below compares a $100,000 investment fund and a $100,000 guaranteed investment over
10 years. The result shows a $24,782.65 benefit to the estate using segregated fund and term fund policies.

STANDARD LIFE®*  Estate Taxes on Investments
Prowinoe ;| Ouseks
Irrsestment Fund Amount : $100.000.00 $100.000.00
Lide Expectancy - 10 yoars 10 yeans
Rate of Retumn : 800 % 730%
Additioral Management Fee © NiA 050 %
hnld__.valu: = S215892.50 $206,703.76
DSC Charges [0%-7%) 3 2 447827 NIA
Fund Value at Death ; 0941572 A $206,103.16
Guarameed Pand Amount : ~ $100009.00 $100,000.00
Life Expectancy : C Wyean Wyears
Rate of Return : 400% 400%
Pund Value st Desth : $16K024.43 3 $148,024.43
Total Fund Value at Death : 355744008 A $554,127.59
=4 - Total Fees ! 2emsn NiA
MNet Fursd Value at Death : S3P9 34N $354,127.59
Savings : $24,782.65
3" Ieeh Fidale fres 34,801 40
: Logal Foes (3% - %1 4 -3 51429761
Accournting Fees (7% -5%) 28 2 $8.936.00
Total Fees : $28,095.21 :
: e p— 2t o Bt rahen s Gndy. ot jobty ommed Witk rights of deisonbly
s smihad stob aows S poshehe hapaas SR
© The Standand Lile A o Company of Camada, Montroal 2005 - Al rights reserved

Azzumptions: Non-Segistered assets. All values g estimates and for Mustration purpases only.
Not jaintly cwned with nghts of survivorship as this methed also affows for probate bypass.

Estate tawes based on Ontano. Amounts rewsed a3 per Gctober 2009 Yax and Estate issues Fointer Cavd.

Your advisor has tools to help you estimate the potential impact on your estate.
Ask about the estate planning advantages of owning segregated fund and term
fund policies in your portfolio.

This information is subject to change. Consult @ Jega! advizor for specific information.
Ideal Segregated Funds and Term Funds are offered under Standard Life's savings and retirement income pians, which are insurance products.
A description of the key features of Standard Life’s ideal Segregated Funds is contained in the Information Foider. Subject to any applicable death and

maturity guarantee, any part of the premium or other amount aliocated to an Ideal Segregated Fund is invested ot the risk of the poiicyholder and may
increase or decrease in value according to fiuctuations in the market value of the assets of the Ideal Segregated Fund.

Commissions, trailing commissions, management fees and expenses may all be associated with mutual fund investments. Piease read the simplified
prospectus before investing. Mutual funds are not guaranteed, their values change frequently, and past performance may not be repeated.

This publication is intended for general information oniy. It should not be construed as fegal, accounting, tax or specific investment odvice. Policyholders
should consult a professional advisor concerning their situgtions and any specific investment maters. While reasonable steps have been taken to ensure
that this information was accurate Gt the time of printing, The Standord Lite Assurance Company of Canada makes no representation or warranty as to
the accuracy of the information and assumes no responsibility for reliance upon it.

www.standardlife.ca
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