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My thoughts,

The markets continue to ebb and flow especially as the strong US fundamentals and
tariff news continue. The US consumers accounted for 70% of growth/GDP,
unemployment is just below 4% and tariffs between the US & China & Europe &
Canada remain in the headlines.

Around the globe a lot of the same issues are in the news Brexit, US trade
negotiations, NAFTA, oil prices and the US mid-term elections.

Understandably a significant part of my day is spent speaking with investors about
markets, interest rates, the Canadian vs US dollar, and how to drawdown investments
tax efficiently. However even more so | speak with investors about spending their
money. Most retirees or those that are close to retirement find planning is an integral
component of our conversations. | want them to have the confidence that they can

A quarterly newsletter filled have the lifestyle they want and having a plan provides this reassurance.

with practical wealth
management advice that
covers various aspects of
financial well-being.

I recently read an article that addressed having a holistic approach to stopping work
and it had the following questions to consider --- all too often we think about ‘whether
we can afford to retire’ but we don’t give a lot of thought to ‘whether we should retire
for health reasons’ or ‘whether we want to retire’. These three questions address the
financial, health and psychological well-being aspects of retiring.

In my experience the clients that have had an easier transition into retirement are ones

that have addressed these questions. We developed and implemented a plan. They

started doing what they thought they wanted to do in ‘retirement’ well ahead of

* My thoughts retiring. They wanted to know that they actually like golfing, tennis, hiking or pickle

o 2018 Year-End Tax ball long before they retired. The same with volunteering, they knew they would need
Planning to try a few different organizations before they found the right fit.

Fall 2018

I know | can help investors with the financial aspect and the financial confidence to do
what they dreamed of doing. Only they can do the exploring to get answers to ‘what
do | want to do in retirement?

Have fun exploring those opportunities. W
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2018 Year-End Tax Planning

As year-end approaches, taking some time to review your financial affairs may yield significant tax savings. To
ensure that you leave no stone unturned, we have summarized some common year-end tax planning strategies in this
article.

Tax loss selling

If you have realized capital gains during the year, and you are holding securities with unrealized losses, consider
selling those securities to realize the losses. This strategy of selling securities at a loss to offset capital gains realized
during the year is a year-end tax planning techniqgue commonly known as tax loss selling. Review your portfolio
with your RBC advisor to determine if any investments are in a loss position and no longer meet your investment
objectives. If the investment still has strong fundamentals and meets your investment needs, consider all costs,
including transaction costs before selling investments solely for the purpose of triggering the tax loss. When
disposing of a security, the sale for Canadian tax purposes will be deemed to have taken place on the settlement
date. Assuming a two-day settlement period, in order to utilize the tax loss selling strategy for the 2018 tax year,
transactions must be initiated by December 27, 2018 for both Canadian and U.S. securities in order to settle during
2018. Canadian and U.S. option transactions have a one-day settlement, therefore, option transactions must be
initiated by December 28, 2018 to ensure a 2018 settlement. Check with your advisor for mutual fund settlement
dates.

Superficial loss rules
In order to ensure that your capital loss can be claimed, you must be aware of the superficial loss rules. A superficial
loss will occur when a security is sold at a loss and both of the following occur:

i) During the period that begins 30 days before and ends 30 days after the settlement date of the disposition, you or a
person affiliated with you (i.e., your spouse, a company controlled by you and/or your spouse, or a trust in which
you and/or your spouse are a majority interest beneficiary) acquires the identical property that was sold at a loss.

ii) At the end of that period (i.e., on the 30th day after the settlement date of the disposition), you or a person
affiliated with you owns or has a right to acquire the identical property.

Carry forward and carry back of capital losses

A capital loss must first be applied against any capital gains (including capital gain distributions from mutual funds)
you realize in the current year. Once the capital gains of the current year have been offset, the balance of the loss can
be either carried back three years (to capital gains realized in 2015, 2016, or 2017) or carried forward indefinitely to
offset future years’ capital gains. When you carry back a net capital loss to a previous year’s taxable capital gain, it
will reduce your taxable income for that previous year. However, your net income, which is used to calculate certain
credits and benefits, will not change. Note that this is the last year in which you can carry back your losses to 2015
and offset them against your 2015 capital gains. If you plan on triggering a capital loss in a corporation, you should
speak to your qualified tax advisor as it may be advantageous to pay out a capital dividend if your capital dividend
account is positive, prior to triggering the loss.

Capital gains deferral
As we approach the end of 2018, if you currently have unrealized capital gains you may want to consider deferring
the realization of capital gains until 2019 for the following reasons:

a) Your marginal tax rate may be lower in 2019 than in 2018;

b) Realizing capital gains at the end of this year means that any tax payable associated with the gains would
have to be remitted to the Canada Revenue Agency (CRA) by April 30, 2019. Realizing capital gains at the
beginning of 2019 means that any tax payable would not have to be paid until April 30, 2020 (unless you
are required to make tax instalments); and,

c) If you have net capital losses in 2018, you can carry back those losses against previously realized capital
gains in 2015, 2016 and/ or 2017. However, before losses can be carried back, they must first be used to
offset capital gains in the current year. Therefore, realizing capital gains at the end of 2018 would reduce
the amount of capital losses you could carry back. As always, the investment merits of deferring the sale of
a security to the following year must first be considered, before looking at the tax benefit.

The investment merits of deferring the sale of a security to the following year must first be considered, before
looking at the tax benefit.

Did you know... As of July 27 “the top contributors have generated
62% of the S&P 500 return, and the 10 largest funds account for 23%
of the index market cap” David Kostin, Goldman Sachs



Low-income year

If you expect to be in a low marginal tax bracket for 2018 and expect to be in a much higher marginal tax bracket in
retirement, you may want to consider making an early withdrawal from your RRSP before year-end. The advantage
of this strategy is that you can avoid a higher tax rate on these RRSP funds if withdrawn in the future when your
marginal tax rate may be higher. If you can reinvest the RRSP funds withdrawn in your non-registered account, you
can take advantage of the preferred income tax treatment on capital gains, Canadian dividends and return of capital.
Furthermore, if you can reinvest the RRSP funds withdrawn in your Tax- Free Savings Account (TFSA), you do not
pay any future tax on the income earned or capital gains realized. The drawback of this strategy is a prepayment of
income tax and lost tax deferral on the growth of the RRSP funds withdrawn.

Tax instalments

If you are required to make quarterly tax instalment payments to the CRA, you should make your final payment on
or before December 15, 2018 to avoid late interest charges. If you missed an earlier instalment payment deadline,
you may want to consider making a larger final instalment payment or make your final instalment payment earlier
than the December 15, 2018 deadline to minimize late interest charges. You may have the opportunity to reduce or
defer your tax instalment liability by switching the method you use to calculate your instalments. For example, it
may be more advantageous to base your instalments on the current year’s estimated taxes, rather than on taxes
owing for the prior year. However, you must be careful when paying less than the amount indicated on the CRA tax
instalment statements. If you underestimate your tax instalments for the current year based on your own calculation,
you could be subject to interest and penalties for not paying the full amount that is indicated on the CRA tax
instalment reminder statements.

Charitable donations

Making a charitable donation is one of the ways that you can significantly reduce the personal tax you pay. The final
day to make contributions to a registered charity in order to claim the donation tax receipt on your 2018 income tax
return is December 31, 2018. As an alternative to cash, you can also donate publicly listed securities in-kind to
qualified charities without being subject to tax on the realized capital gain. You will receive a donation tax receipt
equal to the fair market value of the security at the time of the donation, which can help reduce your total taxes
payable.

TFSA contributions

If you have not yet done so, you can make your TFSA contribution for 2018 (up to $5,500) and catch up on any
unused contribution room from 2009-2017. The TFSA enables you to earn tax-free investment income, including
interest, dividends, and capital gains, which may result in greater growth compared to a regular taxable account. You
can make tax-free withdrawals at any time, for any reason, and any amount you withdraw is added back to your
available contribution room on January 1st of the following year.

RRSP contributions if you are turning 71

An RRSP must mature by December 31st of the year in which you turn 71. On maturity, you must withdraw the
funds, transfer them to a RRIF, or use them to purchase an annuity. You will not be able to make any further
contributions to your own RRSP after this date. If you are turning age 71 in 2018, have earned income for the year,
and plan to convert your RRSP to a RRIF, consider making your 2018 RRSP contribution before your RRSP is
converted. You will have to make this contribution by December 31, 2018 because the new contribution room based
on your 2018 earned income will not be created until January 1, 2019, at which point, your RRSP will have already
been converted to a RRIF. This early contribution (sometimes called the forgotten RRSP contribution) will allow
you to claim an RRSP deduction on your income tax return for 2019 or any year thereafter. If you have already
made the maximum contribution for the current year, the CRA will consider your early contribution to be an excess
contribution that is subject to the over-contribution tax of 1% of the excess amount per month. On January 1, 2019,
your new contribution room, based on your previous year’s earned income, will absorb your over-contribution.

If you have a younger spouse, consider making your RRSP contributions to a spousal RRSP until the year your
spouse turns age 71, thereby avoiding the over-contribution penalty.

Year-end expenses

Generally, you can deduct certain expenses you paid in the year on your personal income tax return. Therefore,
remember to pay all investment management fees, tuition fees, deductible accounting and legal fees, childcare

expenses, alimony, medical expenses and any business expenses (if deductible on your personal tax return) by

December 31st if it is your intention to deduct them on your 2018 tax return.

Did you know... The robotics industry is now worth $24.5B according to
Loup Ventures and International Federation of Robotics, and projected to
double in five years.



Tax planning for business owners
If you own a business, you may want to consider the following strategies.

Consider an Individual Pension Plan

If your business is incorporated, as a shareholder and an employee of your business, you have the option of
considering an Individual Pension Plan (IPP) as a method of saving for retirement. An IPP is a defined benefit
registered pension plan, similar to many large company sponsored plans, except it is established and sponsored by
your company and designed for you as the only member. IPPs generally have only one plan member except certain
family members may also participate if they are employees of the company. In order to establish a plan you must
receive employment income from your company which is reported on a T4 slip. An IPP is most suitable for those
who have significant T4 income and are at least forty years of age.

If your company is incorporated and you are looking for both year-end corporate income tax deductions and a
structured retirement savings plan for yourself, consider establishing an IPP.

Pay salaries before year-end

If you operate your own business, consider paying reasonable salaries to yourself and family members who work in
the business, before year-end. This year-end payment constitutes earned income which increases RRSP contribution
room for the following year. The payment will also give your business a tax deduction in the current year. The
salary paid must be reasonable based on the services performed by your family member. A good rule of thumb is to
pay your family member what you would pay someone who isn’t related to you.

Declare bonuses before year-end

If your business is incorporated and you require income from your corporation, consider declaring a bonus before
the end of your corporation’s tax year and pay the amount no later than 180 days after the corporation’s year-end.
Assuming your corporation’s year-end is December 31st, if your corporation declares a bonus on December 31st,
2018, it will get a tax deduction for 2018 and the tax you will have to pay on the bonus will be deferred if you
receive it at the beginning of 2019.

Shareholder loans

If your business is incorporated and the corporation loaned you money, ensure that the loan is repaid before the end
of the corporation’s tax year after the year the loan was granted to avoid having to include the value of the loan as
income on your personal tax return.

Purchase assets for your business

If you intend on purchasing assets for your business (i.e., a computer, furniture, equipment, etc.), consider making
this purchase before year-end. If the asset is available for use, this year-end purchase will allow your business to
claim depreciation on the asset for tax purposes. However, generally only half of the regular allowable depreciation
can be claimed for tax purposes in the first year of an asset purchase.

Conclusion

This article covers some common individual tax planning strategies that you may want to consider before year-end.
Speak with your qualified tax advisor to determine if any of these strategies are suitable for you in your
circumstance.

‘This information is not investment advice and should be used only in conjunction with a discussion with your RBC Dominion Securities Inc. Investment Advisor. This will ensure that your own
circumstances have been considered properly and that action is taken on the latest available information. The information contained herein has been obtained from sources believed to be reliable at the
time obtained but neither RBC Dominion Securities Inc. nor its employees, agents, or information suppliers can guarantee its accuracy or completeness. This report is not and under no circumstances is
to be construed as an offer to sell or the solicitation of an offer to buy any securities. This report is furnished on the basis and understanding that neither RBC Dominion Securities Inc. nor its
employees, agents, or information suppliers is to be under any responsibility or liability whatsoever in respect thereof. The inventories of RBC Dominion Securities Inc. may from time to time include
securities mentioned herein. RBC Dominion Securities Inc.* and Royal Bank of Canada are separate corporate entities which are affiliated. *Member-Canadian Investor Protection Fund. RBC
Dominion Securities Inc. is a member company of RBC Wealth Management, a business segment of Royal Bank of Canada. ® / ™ Trademark(s) of Royal Bank of Canada. Used under licence. © 2018
RBC Dominion Securities Inc. All rights reserved.

Did you know... Life expectancy nearly doubled in the 20" century — Laura
Cartensen



