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Moneymatters
Mortgage rates in the U.S. and Canada have been declining dramatically over the 
course of the last few months.

According to a survey of large lenders by Bankrate, by June 19, 2019, the benchmark 30 
year fixed-rate mortgage rate in the US fell to 3.99%. This is a dramatic decline from 
4.70% a year ago and is the lowest rate it has been since September 2017.

According to RateSpy.com, on June 21, 2019, TD and CIBC just became the first of the big 
six Canadian banks to advertise 5-year fixed rates below 3%. Although many banks have 
been offering the 5-year fixed rate mortgage at under 3% for a few weeks already, it is 
important that two of Canada’s big banks have started officially advertising rates below 
3%. Notably only 6 months ago the advertised rates for 5-year fixed rate mortgages offered 
by Canada’s big banks were at 3.89%.

Today if you have good credit you should be able to qualify for a 2.9% 5-year fixed rate 
mortgage at most Canadian banks. Currently, HSBC is offering the lowest rates among 
Canadian banks at 2.59 to 2.69%. With some online mortgage providers, you could even 
findrates as low as 2.49% for five-year fixed rate mortgage. 
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typically takes a minimum of 6 months to one year. However, getting 
the business ready for sale or passing on to the next generation can be 
a 3 to 5- year process and needs much advance planning. Therefore, 
the sooner you start thinking about succession planning the better as 
with proper advanced planning you can maximize the value of your 
business and minimize the taxes at the time of sale or transition to the 
next generation.

As a business owner your estate plan will be based on your succession 
plan. While each business owner will have unique needs and wishes 
when it comes to estate planning the following are areas that need to 
be considered.

Wills

A will is essential for everyone but for business owners it can also be 
used to put in place strategies such as the use of capital gains 
exemptions, trusts and rollovers to minimize estate taxes. It also 
provides instructions for the executor as to who should assume 
control of the business and how to deal with the business in the event 
that the business owner dies unexpectedly.

For many business owners who are incorporated it makes sense to 
have two wills. The primary will would include the assets that need to 
be probated upon death, such as your home and non-registered 
investment accounts. The secondary will would include the shares of 
your corporations that do not need to go through the probate process. 
The estate administration fee in Ontario is .5% for the first $50,000 of 
assets and 1.5% for assets above this threshold. Therefore, having two 
wills can mean substantial savings for estates that include 
corporations with a high valuation.

A will can also allow you to equalize assets between children who are 
involved in the business and those who are not. For example, you 
could leave the shares of the business to the child who is actively 
involved in the business and give an equal amount of other assets to a 
child who is not involved in the business.

Power of Attorney for Property

A power of attorney for property gives a person that you absolutely 
trust the power to act on your behalf in case you lose your mental 
capacity or are unable or unavailable to act. This document is 
especially important if you are the key person and owner of a business 
and ensures that in the event that you are mentally or physically 
disabled or if you travel abroad and get held up overseas, a trusted 
person can act on your behalf and the business can carry on.
 
Life Insurance

Life insurance has many applications in business succession 
planning. In cases where several shareholders are involved, it can 
finance the buyout of the shares of the deceased shareholder from 
that shareholder’s estate. 

Key person insurance can ensure liquidity for the business in the 
event of death of a key person and can provide funds available to 
search for and hire a replacement. It can also assure creditors, 
suppliers and customers that the business can carry on smoothly in 

“Failure to plan for succession in the event of death, disability, retirement or a critical illness can put a business at 
severe risk.”

If you currently have a variable rate mortgage and are paying prime 
minus .65% or 3.3%, your monthly mortgage payments for a $500,000 
mortgage would be $2,444. If you fix your rates at 2.7%, your monthly 
mortgage payments would be $2,290, which means $154 more in your 
pockets. If your mortgage has a 25-year amortization period and you 
increase your monthly mortgage payments to the same $2,444 that 
you were paying before you locked in your mortgage rates, you could 
pay off your mortgage 2 years sooner (provided of course that rates 
stay the same during the course of your mortgage amortization 
period).

While the Federal Reserve in the US has signalled in their June 
meeting that they may reduce interest rates in the U.S. up to 50 basis 
points over the course of 2019, and rates may drop in Canada too, 
current rates are enticing enough to warrant locking in your variable 
rate mortgage for a longer fixed term. If you want to hedge your bets 
in case rates drop further, you can lock in the rates on a portion of 
your mortgage or take a laddered approach and lock in part of it at 
5-year fixed rates and another part at 2-fixed rates.

RISK MANAGEMENT FOR YOUR BUSINESS

If you get sick or have to look after a loved one who is sick and lives 
overseas and you are not able to tend to your business, what would 
happen? Would your business be able to function without you?

This is a question that as a business owner you need to think about 
and sets the foundation of risk management for a small business.

Thinking about estate planning is difficult and most business owners 
procrastinate when it comes to planning the smooth transition of their 
business in the event of their own demise. However, failure to plan for 
succession in the event of death, disability, retirement or a critical 
illness can put a business at severe risk and unravel a lifetime of hard 
work and sweat that a business owner has invested in that business.

For most business owners, their business is their greatest financial 
asset. However, they spend more time and effort ensuring their art 
collection, jewellery or their cars than managing the risk of loss of 
their business in the event that they are unable to work or pass away.

A comprehensive estate plan can look into all the intricacies of the 
personal and business affairs of a business owner and help 
coordinate all aspects so that taxes are minimized on the eventual 
sale or transfer of the business to the next generation. A good 
financial advisor can act as a quarter back and coordinate the efforts 
of the tax accountant and estate planning lawyers that need to get 
involved in the estate planning process.

A solid estate plan not only makes good financial sense and ensures 
that the family wealth is preserved but a good business succession 
plan can also generate more interest from potential buyers when the 
business is being sold. Having given proper thought to the valuation 
of the business when formulating the estate and succession plan also 
allows the business owner to evaluate offers for purchase of the 
business in the context of his/her personal retirement planning and 
determine whether the offer makes sense.

Putting together an estate or succession plan for a business owner 



the absence of the key person.

For family businesses where only some of the children are actively 
involved in the business and some are not, life insurance can be used 
to provide funds to equalize the estate so that the shares of the 
business can be inherited by the children who are actively involved in 
the business.

Shareholder Agreement

If there are several shareholders involved in the business, it is very 
important to have a shareholder’s agreement in place to avoid future 
disputes. The shareholders agreement should spell out buy/sell 
provisions and how the shares would be valued at the time of sale. As 
mentioned before, the funding of the sale in the event of the 
premature death of one of the shareholders can be funded by life 
insurance. However, a good shareholder agreement should also 
address divorce, disability and retirement and how the shares would 
be treated in each case.

Estate freeze and the use of trusts are other strategies available to 
business owners and we will discuss those in our next issue.
 
BUDGET CHANGES AFFECTING RDSPS

Prior to Budget 2019, if the beneficiary of a Registered Disability 
Savings Plan (RDSP) no longer qualified for the Disability Tax Credit 
(DTC), then the RDSP had to be close and up to 10 years worth of 
grants and bonds would have to be repaid to the government. Budget 
2019 proposed that the RDSP may remain open after a beneficiary 
becomes ineligible for the DTC and each year after the year in which 
the beneficiary turns 50, a decreasing amount from grants and bonds 
will have to be repaid according to a new set of rules. A further change 
proposed by Budget 2019 was that other than contributions made in 
the 12 months before filing for bankruptcy, amounts held in an RDSP 
would be exempt from seizure in the event of bankruptcy.

BUDGET CHANGES AFFECTING DONATION OF ARTWORK

Prior to Budget 2019, you could only receive a charitable donation tax 
receipt for donation of artwork if it was of “national importance”. 
According to the 2019 budget document, “Budget 2019 proposes to 
amend the Income Tax Act and the Cultural Property Export and 
Import Act to remove the requirement that property be of ‘national 
importance’ in order to qualify for the enhanced tax incentives for 
donations of cultural property.” 

In the past the Cultural Property Expert Review Board (CPERB) had to 
make determinations as to which artworks for museum donation are 
of sufficient “outstanding significance” and “national importance” to 
qualify for tax credits. After March 19th, 2019, CPERB will, for the first 
time, be evaluating only the “outstanding significance” of potential 
artwork donations.

This was a welcome change for museums and cultural institutions 
and hopefully will result in an increase in donation of artwork to these 
institutions.

“Budget 2019 proposed that an RDSP may remain open after a beneficiary becomes ineligible for the Disability Tax Credit.”

PORTRAITS OF GIVING HONOURS TINA TEHRANCHIAN 
FOR CORPORATE AND SOCIAL RESPONSIBILITY

Tina Tehranchian was the Richmond Hill honoree of Portraits of 
Giving 2019. For Portraits of Giving's 10th anniversary, 16 new 
honorees will be recognized for their corporate and social 
responsibility during the nine-month tour across York Region.

According to founder, Karen Merk, “Portraits of Giving annually 
celebrates individuals from across nine municipalities in York 
Region who exemplify the importance of corporate and social 
responsibility. For the past 10 years, Portraits of Giving has been 
creating awareness and inspiring communities across York Region 
about the importance of social responsibility, while inspiring others 
to keep on giving”.

Photographs of the honorees that were taken by Karen Merk, were 
on display at the Richmond Hill Centre for the Arts until May 29th.

 From Left to right: Mayor of Richmond Hill, Dave Barrow, Tina Tehranchian, 
Karen Merk and Jordan of Meridian Credit Union.



“Tina Tehranchian was the Richmond Hill honoree of Portraits of Giving 2019 and was recognized for her corporate and 
social responsibility”.

TINA TEHRANCHIAN CO-AUTHORS THE BOOK, AMERICA’S 
LEADING LADIES WHO POSITIVELY IMPACT OUR WORLD

Tina Tehranchian is one of the co-authors and 50 women of 
distinction featured in the book, America’s Leading Ladies Who 
Positively Impact Our World book, edited by Pat Sampson.

The book features 50 women from across the U.S. and Canada, who 
according to Pat Sampson, are “incredible strong women many of 
whom are universally recognized, women who inspire us all, who 
followed their passion and with drive, dedication, discipline and 
persistence set out to do something they love and reached the top 
pillars of success in their personal and professional lives”. By 
reading this book, you can “learn how these role-models became 
positive influencers in a world that needs voices of strong women 
heard”, says Sampson.

Oprah Winfrey, Mary T. Barra, chairwoman and CEO of General 
Motors, Melinda Gates, co-founder of the Bill and Melinda Gates 
Foundation, Mallika Chopra and Virginia “Ginny” Rometty, 
chairwoman, CEO and president of IBM, are among the co-authors 
and women who are featured in this book.

The book is available for purchase on Amazon. We are 
planning a book launch featuring the Canadian ladies who are 
co-authors of this book on International Women’s Day in 
March 2020 and will be sending you an invitation.
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This material is provided for general information and is subject to 
change without notice. Every effort has been made to compile this 
material from reliable sources however no warranty can be made as to 
its accuracy or completeness. Before acting on any of the above, please 
make sure to see me for individual financial advice based on your 
personal circumstances. Services and products may be provided by an 
Assante Advisor or through affiliated or non-affiliated third parties. 
Assante Capital Management Ltd. is a Member of the Canadian Investor 
Protection Fund and Investment Industry Regulatory Organization of 
Canada. Please visit www.assante.com/legal or contact Assante at 
1-800-268-3200 for information with respect to important legal and 
regulatory disclosures relating to ths notice. Insurance products and 
services are provided through Assante Estate and Insurance Services 
Inc.  


