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Fall 2013
Lifestyle Tips
Pure Energy
People who care,
Plans that perform

If you haven’t found it yet,
keep looking. Don’t settle. As
with all matters of the heart,
you’ll know when you find it.
And, like any great relationship,
it just gets better and better as
the years roll on.
Steve Jobs

Regular Office Hours:
8:30 am to 5:00 pm
Monday-Thursday
8:30 am to 4:00 pm
on Fridays

Sugar is a pure energy source that occurs naturally through the process of photosynthesis in
all plants around the world. While it is abundant in nature, it is most concentrated in sugar
cane and sugar beets. Sugar mills separate the sugar from these two crops, and then ship it
to refineries where it is purified to remove plant parts and other impurities. All sugars go
through basically the same refining process. Sugar is not bleached and does not contain
additives. While table sugar is naturally white, those that are brown or caramel coloured
contain traces of molasses, such as turbinado or demerara. Production of sugar is more than
double that of wheat or soybeans.
Sugar is a simple carbohydrate. There are three types of carbohydrates: simple, complex, and
fibre. Simple carbohydrates (also called simple sugars) are made up of only one or two
molecules. Those made of only one molecule are called monosaccharides (mono=1), and
include fructose (fruit sugar), glucose (blood sugar), and galactose (milk sugar). Those that
contain two molecules are called disaccharides (di=2), and include sucrose (table sugar),
lactose (milk sugar) and maltose (found in bread). For example, table sugar is made up of
the two molecules fructose and glucose, which bind together to make sucrose. Food
manufacturers use the term sugar and sucrose interchangeably. Our bodies break down
simple sugars very quickly because of their small molecular makeup. This makes them a
readily available energy source. Sources of simple sugars are honey, syrups, fruit and fruit
juices, candy, chocolate, jam, cereals, milk, and yogurt. Some sources are healthier for us
than others. Although fruit contains the simple sugar fructose, fruit is packed with healthy
vitamins and fibre, which are very beneficial to us. Dairy products, like yogurt, contain the
simple sugar lactose, but the nutritional value makes it a better food choice than other
candies or sweets, which contain very little nutritional value.
Starches and fibre are complex carbohydrates, or polysaccharides (poly=many). These are
made from three or more molecules. Because they are more ‘complex’ they take longer to
digest, and as a result we feel full longer. Examples of foods containing starches are spinach,
broccoli, beans, lentils, potatoes, whole grain cereals/breads, corn, oats, and rice. Fibre, also
known as roughage, is the indigestible parts of plants. Although fibre is not considered a
source of energy, it is a very important part of our diet. Fibre helps our digestive track
function properly, keeping us regular, and it also slows down the metabolism of other
carbohydrates. Foods that contain fibre are fruits, nuts, bran, whole grains, and vegetables.
Our bodies do not distinguish between sugars that occur naturally in fruits or honey, and
processed sugars in candy. Our bodies convert virtually all the carbohydrates that we
consume (other than fibre) to glucose. Glucose is the main source of energy for our cells and
muscles.Our brain cells and red blood cells rely solely on glucose for fuel. Any excess
glucose is stored in our liver and muscles as glycogen, for future use.
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Waterloo ON
N2K 4M8
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Toll Free:
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Eating carbohydrates is essential to give us energy, and choosing those that are nutritionally
packed will give us the vitamins and minerals we need in our diet. Moderation and variety
will give us the best results.
For more information: www.ext.colostate.edu/pubs/foodnut/09301.html and: http://www.sugar.ca/english and:
https://www.eatrightontario.ca/en/Articles/Carbohydrate/The-Truth-about-Sugar---FAQs.aspx

People who care, Plans that perform

Keeping Your Cottage
in the Family
Smart strategies for managing cottage capital gains
The vacation home your family loves has grown in value over the
years. Now, as you consider transferring its ownership, you wonder
about the capital gains taxes. Here are some smart strategies to help
reduce taxes when leaving your family cottage to loved ones.
While you can transfer assets such as the cottage to your spouse tax
free (either during your life or on death), transferring an asset to any
other individual may trigger a tax liability that must be paid when the
tax return for that year is due.
If the family cottage qualifies as a principal residence, you may be able
to use the principal residence exemption to reduce or eliminate any
capital gain realized when you transfer the property to a family member.
A tax professional can help you determine if your cottage qualifies as a
principal residence and calculate the potential capital gains tax1.
A taxable transfer
If the transfer of your cottage is not completely sheltered by the
principal residence exemption, a capital gain will be realized. The gain
is calculated as the difference between the original price paid and the
current value, minus any capital improvements, such as additions,
boathouses and decks. Half (50 per cent) of the gain on the property is
included in your income and taxed at your marginal tax rate.
For example, let’s assume you purchased your cottage in 1970 for
$60,000. Over the years, you made capital improvements amounting to
$100,000 and today it is worth $500,000. Assuming the cottage is not
a principal residence, transferring it results in a capital gain of
$340,000, of which $170,000 is taxable at your marginal tax rate.

Gifting your cottage to your children
Gifting or transferring your cottage at a nominal price to your children
may seem attractive as you can avoid probate fees down the road and
may reduce or eliminate land transfer taxes. However, gifting your
cottage is a taxable transaction. Even if you do not receive any cash,
you are deemed to have sold the property at its fair market value, so
this strategy won’t reduce the capital gains tax.
Any tax you owe is due when you file your current year’s tax return. In
addition, when your children eventually sell or pass on the cottage, they
will be required to report the reduced price (zero dollars, if the cottage
was a gift) as their cost base, creating a larger capital gain for them.
Trust in trusts
Rather than transferring ownership of the property directly, you may
consider setting up a trust for your children during your life or on
death. Make sure you work with tax and legal professionals to ensure
the transfer is done properly.
Moving the cottage into a trust is a taxable transaction subject to the
capital gains tax. The transfer results in a deemed disposition of the
cottage at fair market value with tax payable when you file your tax
return for the year. The trust may be able to claim the principal
residence exemption as long as at least one adult child beneficiary of
the trust ordinarily inhabits the cottage.
Since the capital gains tax will be paid in the year of transfer, the
children will not have a large tax liability on your death. However, a
trust is deemed to dispose of its capital property every 21 years, which
Continued on page 2
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can trigger the capital gains tax. There may be additional strategies available to deal
with any gain in the trust.

On September 3rd we returned to our regular
office hours:
8:30am - 5:00pm Monday – Thursday and
8:30am – 4:00pm Friday.

Selling the cottage to your children
It may seem like a good strategy to sell your cottage for a nominal fee to your
children to reduce your capital gain and make the transaction affordable for them.
However, the Canada Revenue Agency calculates the capital gain based on the
property’s fair market value and not necessarily on the price you set for your
children. Plus, when your children eventually sell or pass on the cottage, they will
be required to report the reduced price they paid to you as their cost base, creating
a larger capital gain for them.
If you decide to sell the cottage to your children, consider taking back a demand
mortgage with deferred payments. You cannot defer paying taxes forever, but you
may be able to spread the payment of the capital gains tax over five years. On death,
you can forgive the mortgage in your will and your children will acquire the cottage
with no debt or taxes payable (assuming you have already paid them).
Leaving the cottage to your children through your will
Transferring the cottage through your will should involve planning with you,
your children and your professional advisor. If there is more than one child, you
may want to set out guidelines for usage, maintenance costs, decision-making
and required capital improvements.

Community Business Profile

Arca Holiday Gala
Please mark your calendars for our annual Holiday
Gala on Thursday, December 12, 2013 from
4:30pm to 7:30pm.We hope you will be able to join
us! More details to follow.
Please note our office will be closed on:
Tues, Dec 24th – Christmas Eve – closing at noon
Wed, Dec 25th – Christmas Day
Thurs, Dec 26th – Boxing Day
Tues, Dec 31st – New Year’s Eve – closing at noon
Wed, Jan 1st – New Year’s Day
Mon, Feb 17th – Family Day

I started my career in cabinetry over 30 years ago while working for my
uncles who owned a custom cabinet shop. Over the years I learned all
aspects of the business, from cutting up kitchens to sales. In April 2000, I
started my own business specializing in finishing. Then in 2005, my uncle
approached me because he was planning to sell his manufacturing plant. My
wife Julie and I felt that it was a good time to expand the business, so we
purchased the plant and went into full production, building custom cabinetry
for dealers throughout Ontario. I always had the desire to showcase our
custom products, so we’ve just recently opened a 2000 sq ft retail space on
the top floor of the manufacturing plant. In May 2013, we celebrated the
Grand Opening of Idesign Kitchen Studio, featuring our kitchen displays,
vanities and a large sample area.

If you leave the cottage to your children in your will, your estate is liable for the
capital gains tax on the disposition of the property. In some cases, if the value of
your cottage has greatly increased, there may not be enough assets in your estate to
pay the taxes.

IFCC Inc. is a custom cabinet shop, building European style cabinets. We
specialize in high quality kitchen cabinetry, vanities, wall units, and bars to
suit your needs, space and budget. We offer a wide range of wood species,
colours and designs. Our staff takes personal pride in all their work. Our
ultimate goal is building quality cabinets, and providing excellent service to
satisfy our customers’ needs and lifestyles.

Ease the way with life insurance

Arca Family
Announcements

Your advisor can help

Welcome to Gayle Ohlenroth who has joined the
Vollmer team as a Senior Insurance Associate. Great to
have you with us Gayle!

As you decide how to transfer ownership of your recreational property to your
children, keep in mind that planning ahead may reduce some of the tax burden
for you and your heirs. Speak with your advisor to find out which strategy is best
for you.

At IFCC Inc. we are dedicated to providing personal service to all of our
customers, producing a beautiful product that they will love for many years
to come, and adding value to their home. Idesign Kitchen Studio is located
11 km. east of Listowel on Highway 86. Please come out and have a visit!

Congratulations to Kelly Smith who passed her Wealth
Management Essentials course! Great job Kelly!

In order to offer networking opportunities to our clients and business partners,
we feature one business in each newsletter. If you would like your business to
be profiled, please contact Rose Frim at (519) 745-8500 or by email at
rfrim@arcafinancial.com.

This content is provided courtesy of Solut!ons from Manulife Financial.
The strategies provided in this article are based on Canadian tax laws and are for information
purposes only. They cannot be relied upon as legal or tax advice. Before transferring a cottage
property, be sure to speak with your advisor as well as legal and tax professionals to determine the
best approach given your particular circumstances.
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If you owned your cottage prior to 1994, certain exemptions might apply that are not addressed in this article.
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Don’t forget to ‘fall back’ and change your clocks
back to Standard Time on Sunday, November 3, 2013
at 2:00am.

Consider purchasing a life insurance policy that pays out when both you and your
spouse die. Life insurance can be a cost-effective way to help pay the capital gains
tax and avoid the possibility that your children will need to either pay the tax
themselves or sell the property. You can even ask your children to pay a share of the
premiums to reduce the cost of the policy.
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If you would like to receive the newsletter by email
rather than paper, please let us know by emailing
inquiries@arcafinancial.com and stating ‘newsletter
by email’ in the subject line. We can all do our part for
the environment.
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Sugar is a pure energy source that occurs naturally through the process of photosynthesis in
all plants around the world. While it is abundant in nature, it is most concentrated in sugar
cane and sugar beets. Sugar mills separate the sugar from these two crops, and then ship it
to refineries where it is purified to remove plant parts and other impurities. All sugars go
through basically the same refining process. Sugar is not bleached and does not contain
additives. While table sugar is naturally white, those that are brown or caramel coloured
contain traces of molasses, such as turbinado or demerara. Production of sugar is more than
double that of wheat or soybeans.
Sugar is a simple carbohydrate. There are three types of carbohydrates: simple, complex, and
fibre. Simple carbohydrates (also called simple sugars) are made up of only one or two
molecules. Those made of only one molecule are called monosaccharides (mono=1), and
include fructose (fruit sugar), glucose (blood sugar), and galactose (milk sugar). Those that
contain two molecules are called disaccharides (di=2), and include sucrose (table sugar),
lactose (milk sugar) and maltose (found in bread). For example, table sugar is made up of
the two molecules fructose and glucose, which bind together to make sucrose. Food
manufacturers use the term sugar and sucrose interchangeably. Our bodies break down
simple sugars very quickly because of their small molecular makeup. This makes them a
readily available energy source. Sources of simple sugars are honey, syrups, fruit and fruit
juices, candy, chocolate, jam, cereals, milk, and yogurt. Some sources are healthier for us
than others. Although fruit contains the simple sugar fructose, fruit is packed with healthy
vitamins and fibre, which are very beneficial to us. Dairy products, like yogurt, contain the
simple sugar lactose, but the nutritional value makes it a better food choice than other
candies or sweets, which contain very little nutritional value.
Starches and fibre are complex carbohydrates, or polysaccharides (poly=many). These are
made from three or more molecules. Because they are more ‘complex’ they take longer to
digest, and as a result we feel full longer. Examples of foods containing starches are spinach,
broccoli, beans, lentils, potatoes, whole grain cereals/breads, corn, oats, and rice. Fibre, also
known as roughage, is the indigestible parts of plants. Although fibre is not considered a
source of energy, it is a very important part of our diet. Fibre helps our digestive track
function properly, keeping us regular, and it also slows down the metabolism of other
carbohydrates. Foods that contain fibre are fruits, nuts, bran, whole grains, and vegetables.
Our bodies do not distinguish between sugars that occur naturally in fruits or honey, and
processed sugars in candy. Our bodies convert virtually all the carbohydrates that we
consume (other than fibre) to glucose. Glucose is the main source of energy for our cells and
muscles.Our brain cells and red blood cells rely solely on glucose for fuel. Any excess
glucose is stored in our liver and muscles as glycogen, for future use.
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$340,000, of which $170,000 is taxable at your marginal tax rate.

Gifting your cottage to your children
Gifting or transferring your cottage at a nominal price to your children
may seem attractive as you can avoid probate fees down the road and
may reduce or eliminate land transfer taxes. However, gifting your
cottage is a taxable transaction. Even if you do not receive any cash,
you are deemed to have sold the property at its fair market value, so
this strategy won’t reduce the capital gains tax.
Any tax you owe is due when you file your current year’s tax return. In
addition, when your children eventually sell or pass on the cottage, they
will be required to report the reduced price (zero dollars, if the cottage
was a gift) as their cost base, creating a larger capital gain for them.
Trust in trusts
Rather than transferring ownership of the property directly, you may
consider setting up a trust for your children during your life or on
death. Make sure you work with tax and legal professionals to ensure
the transfer is done properly.
Moving the cottage into a trust is a taxable transaction subject to the
capital gains tax. The transfer results in a deemed disposition of the
cottage at fair market value with tax payable when you file your tax
return for the year. The trust may be able to claim the principal
residence exemption as long as at least one adult child beneficiary of
the trust ordinarily inhabits the cottage.
Since the capital gains tax will be paid in the year of transfer, the
children will not have a large tax liability on your death. However, a
trust is deemed to dispose of its capital property every 21 years, which
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