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OPENING LETTER
PROTECTING YOUR MONEY

This volume of Navigate looks at a few specific areas where getting the right advice at 
the right time can make a big difference. As you peruse the pages and ponder whether 
these situations apply to you, it’s also worth keeping in mind that what we aim to offer 
you as a client is on-demand access to specific, expert advice when you truly need it.

For example, our in-house tax planning and business succession expert, Michelle 
Seymour, outlines exactly what it means in today’s tax environment in Alberta to hold 
investments inside a corporation rather than in your personal name. Although tax bills 
are generally not shrinking, Michelle does share options to consider to improve tax 
efficiency. One of our private bankers, Mark Pietrucki, offers a specific tip for anyone 
turning 71 this year as well as a tip on an alternative way to set up your TFSA. Articles 
also include timeless thoughts from ATB partner, Cidel Trust, on the criteria for one of 
the bigger decisions in our lives—who might best serve as your executor when you can 
no longer direct what’s done with your assets? And one of ATB’s experts on risk shares 
insights on a modern topic that’s regrettably becoming too frequent—identity theft  
and fraud. 

You might conclude from the mix of topics that this is a nudge to be more cognizant  
of risk. Rather than suggest excess caution or worry, it’s an encouragement for 
awareness of what’s possible and then, equally importantly, have a great conversation 
with your professional advisors on which ones may be meaningful for you. A great 
outcome looks like a plan that you’re confident in, that intelligently reduces the likely 
risks, and perhaps, accepts the ones that are less likely. As Tom Petty sings in “Crawling 
Back to You”: Sure as night will follow day, most things I worry about, never happen anyway.
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MARKET UPDATE
Market Indices  
( January 31, 2017)

1 year 3 year 
(annualized)

10 year 
(annualized)

Bonds FTSE TMX  
Universe Bond Index

1.1% 3.7% 4.8%

Canada S&P/TSX TRI 23.6% 7.1% 4.7%

Canada S&P/TSX  
Energy Index

27.1% -2.1% 0.9%

US S&P 500 TRI (CAD) 11.5% 16.9% 8.1%

Global MSCI EAFE TRI (CAD) 8.8% 11.7% 5.0%

Data Source : Bloomberg

The information provided in this brochure has been prepared by ATB Investment Management Inc. (ATBIM) and is a simplified general summary, 
not intended to replace or serve as a substitute for professional advice. Professional tax advice should always be obtained when dealing 
with taxation issues as each individual’s situation is different. This information has been obtained from sources believed to be reliable but no 
representation or warranty, expressed or implied, is made as to their accuracy or completeness. This information is subject to change and ATBIM 
reserves the right to change the information without prior notice, and does not undertake to provide updated information should a change 
occur. ATB Financial, ATB Investment Management Inc. and ATB Securities Inc. do not accept any liability whatsoever for any losses arising from 
the use of this document or its contents. 

ATB Investment Management Inc. and ATB Securities Inc. are wholly owned subsidiaries of ATB Financial and operate under the registered trade 
name ATB Investor Services. ATB Securities Inc. is a member of the Canadian Investor Protection Fund and Investment Industry Regulatory 
Organization of Canada. This brochure is not, and should not be construed as, an offer to sell or a solicitation of an offer to buy any investment. This 
document may not be reproduced in whole or in part; referred to in any manner whatsoever; nor may the information, opinions, and conclusions 
contained herein be referred to without the prior written consent of ATBIM.

Residential Real Estate Median Sale 
Price ( January 31, 2017)

2.9% 4.3%

Data Source : EREB and CREB

Dec. 31/16 Dec. 31/15 

Canada Inflation 1.5% 1.6%

US Inflation 2.1% 0.7%

Canada Unemployment 6.9% 7.1%

US Unemployment 4.7% 5.0%

Data Source : Bloomberg

Jan. 31/17 Jan. 31/16

10 Year Government  
of Canada Bond (AAA)

1.76% 1.23%

10 Year Investment-Grade 
Corporate Bond (A)

3.00% 3.27%

S&P/TSX Composite  
Index

2.72% 3.38%

Data Source : Bloomberg

Canadian Income and  
Dividend Yields (pre-tax)

Jan. 31/17 Jan. 31/16

US dollar - Canadian dollar 1.30 1.41

Euro - Canadian dollar 1.41 1.53

Chinese yuan -  
Canadian dollar 

0.19 0.21

Data Source : Bloomberg

Foreign Exchange

Economic Growth (GDP)

Sept. 30/16 Sept. 30/15

Canada 3.5% 2.3%

US 3.5% 2.0%

EU 1.8% 1.9%

China 6.7% 6.9%

Data Source : Bloomberg

Energy ( January 31, 2017)

100.1% 57.1%

$2.61
Aeco 
Spot

(CAD/mcf)

22.0%

Data Source : Bloomberg

One Year Change

Economic Metrics

$51.58
Western 
Canada 
Select

(CAD/bbl)

$52.81
West  
Texas 

Intermediate
(USD/bbl)
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It’s fairly common for clients to hold a portion of their 
investment portfolio in a corporation. The reasons can 
vary, ranging from estate freezes (discussed in our August 
2016 volume 6 of Navigate), income splitting, US estate 
tax planning and creditor protection, to the tax deferral 
associated with retaining profits from an operating 
business within the corporation. 

While there are a number of valid reasons for holding 
investments in a corporation, it‘s important to know that 
there is a tax cost of earning investment income through 
a Canadian controlled private corporation, as opposed  
to earning investment income personally. This is due to 
the fact that the combined corporate and personal tax 
rates (where after-tax corporate funds are distributed  
as dividends in the year) are higher than personal tax 
rates alone. 

For Alberta taxpayers in the top marginal tax bracket, the 
tax costs for 2017 are outlined as follows:

Where after-tax corporate funds are retained in the 
corporation, there is also no tax benefit achieved from 
deferring the personal tax component for investment 
income. In fact, due to the refundable corporate taxes 
charged, a prepayment of tax would occur in this 
situation. 

The tax prepayment percentages for Alberta taxpayers in 
the top marginal tax bracket are outlined below:

OPTIONS AVAILABLE TO REDUCE  
OVERALL TAXES

If you’re a taxpayer with investment income being 
earned in a corporation, you may want to consider the 
following options for reducing the investment income 
earned in the corporation, while increasing your personal 
investment income to reduce your overall taxes.

1. Repayment of shareholder loans – Consider 
repaying loans to shareholders who have loaned 
funds to the corporation. Funds that were 
previously invested in the corporation could then be 
invested personally. Disposition of the investments 
by the corporation, however, could trigger capital 
gains or losses. The corporate taxes resulting from 
a capital gain and the potential application of the 
superficial loss rules should be considered before 
proceeding with this alternative.

2. Converting non-interest bearing shareholder 
loans to interest bearing shareholder loans – 
Where the shareholder has loaned funds to the 
corporation on an interest-free basis, these loans 
could be converted to interest bearing loans. 
The result would be an interest expense in the 
corporation and corresponding interest income 
to the individual, without having to dispose of the 
investments held in the corporation.

3. Payment of capital dividends – If capital gains 
have been realized in the corporation over time, it 
may be possible to pay a tax-free capital dividend. 
The dividend could be paid in cash with funds then 
being invested personally (similar to option 1) or 
via an interest bearing shareholder loan (similar to 
option 2).

4. Wind-up of the corporation – Before proceeding 
with this option, careful thought should be given 
to the reasons the corporation was put in place 
and any benefits that exist for maintaining the 
corporation. The corporate tax costs resulting from 
the disposition of any investments held by the 
corporation and the personal tax costs associated 
with dividends received on the distribution of funds 
from the corporation should also be determined 
prior to a wind-up decision being made. 

If you’re currently holding a portion of your investment 
portfolio in a corporation, it may be time to seek 
professional tax advice to ensure you’re not overpaying 
on your taxes if you don’t have to. 

EARNING INVESTMENT 
INCOME IN  
A CORPORATION

MICHELLE SEYMOUR, CA
Director, Tax and Business 
Succession Planning
ATB Investment Management Inc.

The information provided in this article is a simplified general summary and is not intended 
to replace or serve as a substitute for professional advice. Professional tax advice should 
always be obtained when dealing with taxation issues as each individual’s situation is 
different. This information has been obtained from sources believed to be reliable but 
no representation or warranty, expressed or implied, is made as to their accuracy or 
completeness. This information is subject to change and ATB Securities Inc. and  
ATB Investment Management Inc. reserve the right to change the information without  
prior notice, and do not undertake to provide updated information should a change occur.  
ATB Financial, ATB Investment Management Inc. and ATB Securities Inc. do not accept  
any liability whatsoever for any losses arising from the use of this document or its contents.

Tax cost

Interest 
income

Capital  
gains

Eligible 
dividends

5.0% 2.5% -

Tax 
prepayment

Interest 
income

Capital  
gains

Eligible 
dividends

2.7% 1.3% 6.6%
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As a private client advisor, I’m always looking for 
information that can help my clients, particularly with 
their retirement and estate plans. For this article, I 
thought I’d impart a few tips I’ve come across that have 
really helped my clients, and I hope can help you. 

OVER CONTRIBUTE

First of all, if you are turning 71 this year, a great tip is  
to over contribute to your RRSP. Over contributing 
prior to closure of your RRSP to a RRIF is an excellent 
proactive strategy to maximize your taxable benefits.  
If you have current year earned income that will 
generate RRSP contribution room for the following year, 
over contribution can help with next year’s taxes. 

How does this work? Here’s a basic example: Let’s 
assume an annual income of $100,000, which would give 
$18,000 RRSP contribution room. RRIF minimum at age 
71 (7.38%) = $1,328. With a tax savings on the $18,000 
deduction = $6,480, less the 1% penalty ($160) = an after 
tax benefit of $7,648. 

If you are over 71, you may still be able to contribute if 
your spouse is younger than 72 and you still have RRSP 
contribution room. This strategy is also good for those 
who a tax deduction in retirement will either increase 
your eligibility for a tax credit, or reduce impact on 
income-tested government benefits subject to claw back. 

TFSA – SUCCESSOR VS. BENEFICIARY

Tax free savings accounts (TFSAs) are relatively new 
retirement savings vehicles. We are just starting to see 
retirees with TFSA holdings and are learning a lot from 
their experiences. 

One point of interest is tied to the inheritance of the 
TFSA upon the death of the holder. TFSAs are treated 
slightly differently than RRSPs or RRIFs, and as such, it’s 
very important you speak with your financial advisor to 
ensure your wishes for the inheritance of your TFSA is 
made clear. Further, how to deal with your TFSA and who 
will benefit from your TFSA should be reviewed with your 
lawyer in the context of your overall estate plan. 

In provinces or territories that permit TFSA beneficiary 
designations (like Alberta), there are essentially two 
options: beneficiary or successor holder. Successor 
holder can only be a spouse or common-law partner  
of the TFSA holder at the time of death (also referred to 
by Canada Revenue Agency as a “survivor”). Which you 
choose will depend on who you want to inherit the TFSA 
along with related tax considerations, a portion of which 
is described below. 

When you die, it’s common for your TFSA holdings to 
transfer to your surviving spouse. If you intend your 
spouse to receive all of the TFSA, and you want to 
make sure the TFSA transfers seamlessly, it is usually 
recommended they be named as successor holder.  
This way the TFSA remains tax sheltered. 

The distinction is important: if your spouse is listed as the 
beneficiary, they will be subject to taxation on the income 
earned from the TFSA from the date of your death. Your 
spouse can offset this income through utilization of 
their personal TFSA contribution room (currently $5,500 
annually), but will be subject to taxation on the residual. 

The beneficiary designation would/should be used when 
you wish to leave your TFSA holdings to multiple family 
members or to your estate. 

If you, like several of my clients, find either of these tips 
helpful, please reach out to your private client advisor 
or investment counselor to discuss how to incorporate 
them into your retirement and estate plan. 

A LITTLE ADVICE WITH 
BIG IMPACT FOR YOUR 
RETIREMENT AND 
ESTATE PLANNING

MARK PIETRUCKI, 
CFP, PFP, FICB
Senior Private Client Advisor 
Alberta Private Client
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DAVID EMOND, CFA
Wealth Consultant 
Cidel Trust Company

No one likes to talk about it, but death is a certainty and 
it can be really complicated. The more time you spend 
working out all the complexities while you’re alive, the 
more time, money and headaches you will save your 
family and friends when you pass away. While there are 
many things to consider, this article will focus on the 
process of selecting an executor for your estate, and the 
factors to keep in mind when asked by friends and family 
to accept an executor appointment. 

Before we get into specifics, let’s define what an executor 
is. Merriam-Webster defines an executor as “the 
person appointed by a testator to execute a Will.” This 
definition makes sense but leaves some unanswered 
questions, specifically, how does one “execute a Will”? 
There is no definitive laundry list of items included in 
Will execution—because the executor’s role is to handle 
everything, to “step into the shoes” of the deceased and 
manage their affairs throughout the probate period in 
a manner they think the deceased would want. While 
some tasks can be outsourced to advisors, the liability 
and responsibility for handling the estate falls to the 
executor. It’s a big responsibility—so choose wisely.

YOUR EXECUTOR SHOULD HAVE THE 
FOLLOWING ATTRIBUTES:

1. Location – generally for practical reasons and others, 
they should live in the same jurisdiction as you.

2. Expertise – they should have experience managing 
money and dealing with a range of accounts 
at various financial institutions, relating with 
investment managers, and knowledge of private 
equity investments.

3. Objectivity – they should be able to act fairly while 
managing your estate – upholding the wishes of the 
Will and not the wishes of the beneficiaries.

4. Time – they should have time. Estate administration 
can take 1-2 years (even for simple estates) and often 
takes up to 20+ hours per week during this time.

5. Organized – they must be strong at coordinating 
paperwork and maintaining books and records 
during the probate period.

6. Experience – they should have experience with 
managing affairs. Ideally, having managed an estate 
in the past.

OPTIONS FOR EXECUTOR

You can name someone as your executor acting alone 
(sole executor), with others (co-executor), or as a back 
up, if your first or second choice are unable or unwilling 
to act (contingent or alternate executor). 

The choice of executor is an important decision. Some 
common options are as follows:

1. Friend/business associate or family member. 
This is the most common choice in Canada. Same-
aged peers (or similar age) can lead to issues, as 
the likelihood of your executor dying before you 
(or even worse dying during the executorship) can 
leave you without other options.

2. Family lawyer or accountant. If allowed (some 
firms do not allow partners to act as executor), 
a lawyer or accountant can be a good choice. It 
is important they are experienced and set up to 
provide executor services. If not, their experience in 
their area of expertise (i.e. real estate) may not help 
them efficiently administer your estate.

3. Corporate executor/trust company. Trust 
companies are available to take on executorships 
52 weeks a year and have both the systems and 
personnel dedicated to estate administration. This 
can ensure timely administration of your estate. 
Corporate executors are often brought in to assist 
with complex estates or estates where there is 
a chance of litigation or other issues. In these 
situations, an independent third party can add 
peace of mind. It has been said, “you don’t always 
need a corporate executor, but when you do, you 
really do!” 

COST OF AN EXECUTOR

Any executor can charge for acting on your behalf, to  
a maximum of five per cent of your total estate assets. 
Fees of outside advisors (lawyers, accountants, real 
estate agents, etc.) are not included in this fee. The total 
cost of handling your estate will really depend on the 
amount of work from both the executor(s) and outside 
advisors. 

Corporate executors are the most formal—requiring  
a fee agreement to be signed, usually when you sign 

PLANNING FOR ONE  
OF LIFE’S CERTAINTIES
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your Will. It is important to note that no fees are charged 
up-front–the fees only apply as/when an executor is 
appointed. While agreed to in advance, there is no 
obligation to use a corporate executor in the future.  
You have complete flexibility to change your Will 
in the future to remove or add executors as your 
circumstances change.

A FINAL THOUGHT

One of the best gifts you can give your family is 
the preparation and appointment of a strong and 
experienced executor. This will ensure the burden is not 
put on those who are mourning and do not have the 
capability, time, or understanding to handle such  
an obligation. 

ANNE-MARIE LAMBERT
Sr. Manager Operations, 
Operational Risk 
ATB Financial

PROTECT YOURSELF 
FROM IDENTITY THEFT 
AND FRAUD

With so much personal information available 
electronically, it’s no wonder the instances of identity 
theft are on the rise. According to the RCMP, their 
Canadian Anti-Fraud Centre (CACF) received identity 
fraud complaints from 20,611 victims in 2014 (the most 
recent publication), up from 11,095 victims in 2009.  
2014 losses remain static at $10 million, though this is 
down from a high of just over $16 million in 2012. The 
good news is, though the number of reported victims 
almost doubled, the losses incurred decreased per 
capita. The bad news—many instances of identity theft 
and fraud go unreported, and the problem is not going 
away anytime soon.

WHAT IS IDENTITY THEFT AND  
IDENTITY FRAUD?

Identity theft is the preliminary stage of acquiring and 
collecting someone else’s personal information for 
criminal purposes. Identity fraud is the deceptive use 
of the identity information of another person (living or 
dead) in connection with fraud (including, but not limited 
to, impersonating another individual and the misuse 
of debit or credit card data). Victims of identity theft 
or fraud can experience financial loss and may have 
difficulty obtaining credit or restoring their ‘good name.’ 

IN THE CACF REPORT, THE RCMP 
IDENTIFIED PAYMENT CARD FRAUD AS THE 
MOST COMMONLY REPORTED INCIDENT. 

Identity theft techniques can range from the 
unsophisticated, like dumpster diving and mail theft, to 
more elaborate schemes, including skimming, phishing, 
and hacking. Technology, mainly the Internet, facilitates 
these more elaborate schemes by enabling criminals 
to easily gather profiles of potential victims. Computer 
spyware and viruses, designed to help thieves acquire 
personal information, are an emerging trend.

David Emond is a Wealth Consultant at Cidel Trust, a Calgary-based company and partner of ATB Financial. Cidel Trust Company acts as executor,  
co-executor, or agent for executor for clients. 
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HOW DO THIEVES GET MY INFORMATION?

Identity thieves are looking for the following information 
about their victims:

• Full name

• Date of birth

• Social Insurance Number (SIN)

• Full address

• Mother’s maiden name (often used for password 
resets)

• Usernames and passwords for online services

• Driver’s license number

• Personal identification numbers (PINs)

• Credit card information (numbers, expiry dates and 
the last three digits on the signature panel)

• Bank account numbers

• Signature

• Passport number

Criminals can use your stolen or reproduced personal 
or financial information to access your bank accounts, 
open new accounts, transfer bank balances, apply for 
loans, credit cards and other goods and services; make 
purchases, hide their criminal activities, obtain passports, 
or receive government benefits. Using identity theft to 
facilitate organized criminal and terrorist activities also 
appears to be a growing trend.

HOW DO I KNOW MY IDENTITY  
HAS BEEN STOLEN?

The best way to find out if your identity has been stolen 
is to monitor your hard copy or online financial accounts 
frequently and to check your credit report regularly for 
any unusual activities. If you receive calls from collection 
agencies about unfamiliar accounts, or if you applied 
for credit and were unexpectedly denied, you should 
investigate further. The two national credit bureaus in 
Canada are Equifax (www.consumer.equifax.ca) and 
TransUnion (www.transunion.ca).

HOW CAN I AVOID IT?

The best strategy for dealing with fraud, however,  
is preventing it in the first place. Keep the following tips 
in mind in order to avoid identity fraud:

• Be wary of unsolicited contacts – Identity theft 
can occur over the Internet or telephone,  
or via fax or regular mail. Therefore, be particularly 
wary of unsolicited emails, telephone calls or 
mail attempting to extract personal or financial 
information from you.

• Remove excess ID – Ask yourself if you really need 
all of the identity documents you carry in your wallet 
or purse. Remove any you don’t need and keep 
them in a secure place instead.

• Check statements regularly – Periodically 
check your credit reports, bank and credit card 
statements and report any irregularities promptly 
to the relevant financial institution and to the credit 
bureaus.

• Never hand over your card – During transactions, 
it’s safer to insert your cards yourself rather than 
allow a cashier to do it for you. If you must hand 
over your card, never lose sight of it.

• Shield your PIN – Always shield your personal 
identification number when using an ABM or  
a PIN pad.

• Keep your PIN in your brain – Memorize all 
personal identification numbers for payment cards 
and telephone calling cards. Never write them on 
the cards.

• Know your billing cycles – Familiarize yourself 
with billing cycles for your credit cards.

• Shred documents – Trash bins are a goldmine 
for identity thieves. Make sure you shred personal 
and financial documents before putting them in the 
garbage.

• Change of address notice – When you change 
your address, make sure you notify the post office 
and all relevant financial institutions (your bank and 
credit card companies).

Source: http://www.rcmp-grc.gc.ca/scams-fraudes/rep-sig-eng.htm
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