
What a wild start to a 2022 we have had in the markets. 
We have had Covid pick up at the beginning of the year 
with most countries reducing or even dropping COVID 
restrictions by the end of the first quarter. Both the US 
and Canada also started to raise interest rates, but the 
biggest news in the market has been the Russia invasion 
into Ukraine which has caused instability in the markets. 
We have seen all commodities and metals increase 
in their prices, causing inflation to be at the highest 
levels in history. While all this is going on in the markets, 
we have seen pullbacks on the NASDAQ down close to 
20%, the S&P 500 fell by over 12%, Dow Jones was down 
slightly more than 10%, while the TSX pulled back to just 
over 5% during the first quarter, based on our analysis 
from Bloomberg. All these indices are looking to finish 
well off their lows going into quarter end. Only the TSX is 
looking to finish quarter in positive territory.

During the first quarter of 2022, our clients have seen 
a lot of trades within their portfolios which was to get 
the portfolios back in line with the strategic and asset 
allocations. This is one of the processes we do every 
year and sometime more to ensure assets do not drift 
too far in clients’ accounts from our ideal allocation. 

Within the portfolios we did sell the Vanguard S&P500 
ETF (VSP) and allocated it to cash in the form of High 

Interest Savings (NBC60200). With all the uncertainty 
that has been going on with war, we decided to increase 
our cash allocation from 3% to over 8%. Also, within the 
Aggressive and High Growth portfolios we have added 
a new alternative position managed by Avenue Living 
called the Mini Mall Storage Properties Trust. Avenue 
Living is buying up storage properties throughout 
Canada and starting to expand into the US and continue 
to rent them out. They have approx. 85% of the units 
rented out and the proceeds of rentals go towards the 
return of the Trust. As investors to this strategy, we 
found this asset class to be relatively recession proof 
and provide very consistent returns year over year, with 
very low correlations with the market.

This has been one of the most difficult time periods of 
managing money with so much uncertainty going on. 
COVID, a war, sanctions, and rising interest rates all have 
portfolio managers researching and looking at where 
the next opportunities are in the market and evaluating 
the risk of their portfolios. We are no different here and 
have been looking through many new and old positions 
again to make sure we have the best risk adjusted 
portfolios going forward. As spring arrives, I hope 
everyone can get out and enjoy the warming weather.
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If there’s one thing we’ve learned over the past 
couple of years, it’s the need to keep our plans 
flexible to accommodate the ever-changing 
circumstances in the world and in our lives.
One of the best ways to ensure that your finances 
will continue to meet the expected (and even 
unexpected) needs in your life is to maintain a 
comprehensive, up-to-date wealth plan. A strong 
wealth plan is not a static document. As you 
experience major life changes – such as marriage, 
children, a new (or lost) job, home purchase, 
divorce, serious illness, etc. – your wealth plan must 
be updated accordingly.

By revisiting your short-term and long-term goals 
as your life evolves, and making adjustments to 
your plan when required, we can be proactive in 
helping your finances remain firmly in-step with 
your unique needs in life.
As stated above, wealth planning is an ongoing 
process and not a one-time activity. Please feel free 
to contact our office if you would like to discuss, 
review and potentially revise your personalized 
wealth plan.

Is it time to review 
your wealth plan? 

Tornopolski’s 
TAX TIPS: 

A prescribed rate loan is used to transfer 
investment income between higher income 
earners and lower income earners within the 
family. This strategy, if set up now won’t save 
you any taxes in 2021, but can save you a lot of 
taxes In future years. 

How a prescribed rate loan works is that it 
allows someone who is in the highest tax 
brackets to loan money to someone that has 
no income so that any investment income 
earned can be earned by someone at a much 
lower tax rate. Currently, the prescribed 
interest rate is 1%, but it won’t be that way for 
long with the threat of higher interest rates in 
the future. 

EXAMPLE:
One spouse earns $250,000. The other 
spouse earns $30,000. The first spouse finds 
themselves in the 47.50% tax bracket and 

the other finds themselves in the 25.50% tax 
bracket. Let us assume the high-income 
earner loans $200,000 to the lower income 
spouse to invest and the investment earns 6% 
interest income. 

The low-income earner will have $12,000 of 
income less $2,000 of interest expense to the 
high-income earner on the loan. This would 
leave them with $10,000 taxable at 25.50% 
or $2,550 of taxes payable. The high-income 
earner pays 47.50% on the $2,000 of income 
earned on the prescribed loan which comes 
to $950. The total tax on the $12,000 of income 
earned is $3,500 or just over 29%. If the high-
income earner paid tax on that $12,000, they 
would pay $5,700 of income taxes or 47.50% 
taxes. This difference in tax is applicable on 
the prescribed loan until it is paid back so this 
is a difference that can be used over many 
years past 2022.

MIKE TORNOPOLSKI CPA, CA, CIM®, MPAcc, 
Associate Portfolio Manager, 
PWM Private Wealth Counsel, 

iA Private Wealth, 
Insurance Advisor, 

PWM Financial Services Inc.*

• Sources: https://www.canada.ca/en/revenue-agency/services/tax/prescribed-interest-rates/2022-q2.html

• https://www.advisor.ca/tax/tax-news/cra-announces-prescribed-rate-for-q2-2022/?utm_
source=EmailMarketing&utm_medium=email&utm_content=advisor&#039;sedge&utm_campaign=PM_Bulletin

Prescribed Rate Loans 
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Business Owners: Have 
You Considered Split 
Dollar Critical Illness?  STEWART GILLOTT, 

Insurance Advisor, 
PWM Financial Services Inc.*

Split Dollar or Shared Ownership refers to a 
concept where more than one party owns 
an interest in an insurance policy. The most 
common of these arrangements is where the 
corporation is the owner and beneficiary of 
the death benefit and the shareholder and an 
employee owns the cash value of the policy.

What is Split Dollar Critical 
Illness?
Recently there has been growing interest 
in applying this strategy to a Critical Illness 
policy.  The concept is referred to as Shared 
Ownership or Split Dollar Critical Illness.   
Although the CI policy does not have cash 
value, there is usually an option to have a 
Return of premium (ROP) in the following 
situations:

• Upon death – If the insured dies without 
having submitted a claim for critical illness 
the premiums paid are refunded;

• Upon termination – If the policy reaches its 
termination age without a claim being made, 
the premiums paid are refunded;

• Upon surrender – If the policy is 
surrendered without a claim, premiums paid 
are refunded.

Who Should Consider Split 
Dollar Critical Illness?
Anyone who owns shares in a corporation and 
wishes to protect that corporation against 
loss if one of the shareholders or other key 
employee is diagnosed with a critical illness.

How does Split Dollar Critical 
Illness Work?
A Shared Ownership Agreement is drafted 
documenting:

• That the corporation will own, pay for and 
be the beneficiary of the base Critical 
Illness coverage on the shareholder or key 
employee.

• The shareholder or key employee will own 
and pay for the Return of Premium option; 
upon the surrender of the policy, they will 
receive a tax-free payout.

Who Benefits from a Split 
Dollar Critical Illness Policy?
Under this arrangement the company is 
protected against loss, but should no critical 
illness occur the shareholder/employee will 
receive a financial benefit as the premiums 
paid will be refunded. Provided this is set up 
properly, the shareholder or business owner 
could receive the premium in a tax-preferred 
way.

Is this an important planning 
strategy?
Consider this:

• One in three Canadians will develop life 
threatening cancer.

• Half of all heart attack victims are under the 
age of 65.

• Each year 50,000 Canadians suffer a stroke 
with 75% of all victims being left with a 
disability.

The Split Dollar Critical Illness Strategy can 
result in significant financial benefits for the 
individual shareholder while the Corporation 
enjoys the protection of its key employees 
against loss due to a critical illness.

Today’s Tip 
for Managing 
Expenses
Are you looking for ways to keep 
expenses under control so you can 
improve your financial situation? That’s 
an important step toward achieving 
your objectives, since reducing debt 
and growing your savings will help you 
build wealth for the future. Managing 
finances has become more complex 
than ever, so the challenge for many 
people is taking the first step. Here is a 
tip to help you get started.
Make use of technology. 
Advances in technology can greatly 
improve your finances. To compare 
institutions and products to see which 
ones offer the best rates/prices or the 
features you need, simply conduct an 
online search. There are also financial-
related apps that may enhance your 
banking experience, help you save or 
invest, find an appropriate mortgage 
or insurance policy, keep your finances 
secure from cybercrime, create a 
budget to help you track your income 
and expenses, and much more. Search 
online for financial apps that interest 
you, and then read reviews and conduct 
other research to determine which 
apps are most suitable for you.
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Many farmers will groan about the expenses of the auction when it 
comes to the fees that are paid to the auction company, but what about 
the biggest expense of all? The largest farm auction expense will likely be 
the cheque you sign off to Canada Revenue at tax time.

If you are farming as a proprietor or partnership and have not done any 
tax planning, you may be in for a surprise when it comes time to settle 
with the CRA and you discover the amount of tax that you need to pay 
after the sale of your farm. For many farmers - years of crop deferral, 
equipment purchases, and depreciation has kept their income at a 
manageable level but now the bill has come due.

To be more specific - throughout the duration of your farming career, 
you can reduce your taxable income by charging depreciation against 
the value of your equipment. While this expense will lower your personal 
income in a given year, it reduces the amount of your Capital Cost 
Allowance (CCA) and as a result the cost of your equipment for tax 
purposes is near or equal to zero. When you in turn sell that piece 
of equipment, any amount of fair market value over and above your 
remaining CCA balance will be considered what we call recapture and 
will be taxed at your marginal tax rate. Currently, the combined federal 
and provincial marginal tax rate on income over $200,000 is 48% in 
Saskatchewan, and it is often the case to see auction sale proceeds in 
high multiples of this amount. With no ability to defer further you may 
find yourself looking at a marginal tax bracket of around 48% which is 
payable on nearly the entire proceeds of the sale of your farm auction 
sale.

So, what is the solution?
For our proprietors and partnerships, you may want to consider 
incorporating. When incorporating we invoke a section of the Income 
Tax Act which will allow you to transfer in all your farm property on a tax 
deferred basis. In the spring when your auction is held, your assets are 
now sold from inside of your corporation and taxed within that structure. 

As a result, the recapture as well as the proceeds from the sale of 
your inventory are taxed at a flat rate of 11% on income up to $500,000. 
This is a significant decrease from the marginal tax rate of 48% if sold 
personally. You may then spread out the remaining income over multiple 
personal tax years by systematically declaring dividends throughout 
retirement.

If your proceeds are over and above $500,000, you may want to consider 
electing to have your fiscal year end at a date which will allow you to 
stagger your inventory sale and auction sale over two tax years. Bear in 
mind your $500,000 limit will be prorated for the number of months in 
the year that your corporation has existed, so for those of you who will 
be having spring auctions and are considering this strategy; get a hold of 
us at PWM sooner rather than later to take full advantage.

What about those who are already 
incorporated?
There are still great tax planning options available to you. If you are 
anticipating triggering income over and above the $500,000 threshold 
next spring because of an auction, consider the usage of your optional 
inventory adjustment (OIA) to shift income to previous years in which you 
have not fully utilized your full $500,000 small business deduction limit. Or 
alternatively, you may pay income tax at the general rate of 27%, at which 
point you will then be able to experience a lower rate of personal income 
tax when your future dividends are deemed eligible.

Whether you’re just getting started, or in the twilight years of your 
farming career – there are always opportunities available to explore how 
you could reduce your tax bill. If you’re already a client of PWM or are a 
seeking some farm tax advice, we are always willing to help.

Farm Auctions 
What you need to consider

RILEY SITTLER, B.Comm, CFA
Associate Portfolio Manager, 
PWM Private Wealth Counsel, 

iA Private Wealth, 
Insurance Advisor, 

PWM Financial Services Inc.*

Preparing for an auction is no simple task and requires a great deal of effort. Your tools 
need to be shined up and organized, machinery and equipment needs some extra spring 
maintenance, and the yard could probably use some work too. But what about the work 
that is to be done in the office? 
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Tax slips
For all tax slips issued by iA Private Wealth, they have been mailed directly 
to you from our head office in Toronto. Should you wish to obtain copies, or 
see what has been issued on your account, your accountant can help you by 
logging into your myCRA account online. 

PLEASE NOTE:  this is the only place that will have a complete listing of what 
has been issued under your Social Insurance Number. For this reason, we 
cannot provide your accountant with a list of everything that you will need for 
your taxes, as we do not have access that that information ourselves, unless 
we do your taxes at PWM. 

We do not recommend filing your taxes until your accountant has already 
checked your CRA profile to ensure all T3s from mutual fund companies and 
T5013s for flow-through limited partnerships have already been received (they 
will be sent out in accordance with CRAs guidelines-as of March 30, 2018). This 
means that you should begin to see them in your mailbox near mid-April. For 
those slips issued by the mutual fund companies and sent to you directly, you 
will see them show up around the same time. 

Investments do change, and that can mean different slips from year to year. 
If you don’t see the same slips this year that you received last year, you 
may still have everything you need. Because the mutual fund companies 
have the mandate to report to CRA, we are not always aware of what they 
will be sending out either, and we do not have copies sent to us. Of course, 
if you have any questions, and are looking for a specific slip from a specific 
fund company, you are always welcome to call in, and we will be more than 
happy to call the fund company in question to see if you should be receiving 
anything for this tax year.

Please be aware: AS A RESULT OF HIGH VOLUMES DURING THIS TIME, WE HAVE A 
STANDARD 48 HOUR TURNAROUND FOR ALL DUPLICATE SLIP REQUESTS, THOUGH 
THE REQUEST MAY BE COMPLETED SOONER IF TIME AND VOLUME ALLOW.  WE 
THANK YOU FOR YOUR COOPERATION AND UNDERSTANDING.

Administration NotesAPRIL SEITZ, Investment Advisor, PWM Private 
Wealth Counsel, iA Private Wealth

Cheque Deposits to Your Account - 
Reminder
As My Portfolio+ will soon be coming to an end, this is a 
great time to sign up for online access through our new 
Client Portal if you have not done so already. To create your 
profile, please visit https://client.iaprivatewealth.ca/. Once 
there, please register to have your Client Portal account 
created. You’ll be creating your own Access Code (UserID) 
and password. 

When registering for Client Portal, it will ask you for your 
Client ID. This can be obtained from your iA Private Wealth 
monthly statements (your account number that is held with 
iA Private Wealth), or you can give us a call. The Client ID 
number is 6 digits made up of numbers and letters.

Please feel free to give us a call if you have any questions 
while registering! Kathy Bishop from our office will be 
happy to help in any way we can.

“A budget is telling your 
money where to go, 

instead of wondering 
where it went” 
- Dave Ramsey
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“The key to financial 
freedom and great wealth 

is a person’s ability or skill 
to convert earned income 

into passive income and/or 
portfolio income.” 
– Robert Kiyosaki

As baby boomers age, we’re seeing more wealth being transferred 
between generations than ever before. Maybe you’ve just received an 
inheritance and the money has been deposited into your account. Now 
what? The best next step is to consult with your Investment Advisor, who 
can suggest how to allocate your inheritance in a way that makes the 
most sense for your circumstances. 

Addressing your financial goals
Before meeting with your advisor, give some thought to the following 
common goals so you can hold a productive conversation. Also think 
about your goal priorities so your advisor understands what’s most 
important to you.

Pay down debt. Whether it’s reducing the balance on your credit card 
or line of credit, or pouring extra money into your mortgage payments, 
paying down debt is a practical use of your inheritance. Start with the 
debt that charges the highest interest rate, then the second-highest 
rate, and so on.

Build your retirement savings. You can work towards retiring comfortably 
by contributing (subject to limits) to your RRSP or TFSA. If your workplace 
has a pension plan or share purchase plan that permits additional 
contributions – which the company often matches to some extent – 
consider taking advantage of it.

Save for education. The cost of post-secondary education, especially 
if the student lives away from home, continues to rise. An investment 
vehicle like the RESP can help fund a child’s education and, when you 
add in any qualifying government matching and grants, you’ll be better 
positioned to save for future schooling.

Create an emergency fund. A rule of thumb is to put aside at least three 
months of living expenses in case you lose your job, become seriously ill 
or face unexpected maintenance costs (e.g., your furnace stops working 
or vehicle breaks down).

Invest. Putting a portion of the inheritance into your investment 
portfolio may be an effective strategy for growing long-term wealth. 
This is another area where your advisor – who knows your investment 
objectives, risk tolerance and time horizon – can add value.

If you decide to spend some of your inheritance on something that’s for 

pleasure and not related to your wealth plan, just be sensible about it 
and remain committed to your goals.

Importantly, there’s no inheritance tax in Canada, unlike many other 
countries. Taxation takes place at the estate level on the deceased’s final 
tax return, based on the value of assets that comprise the estate.

Educate heirs about wealth management
If you’ll be leaving an inheritance but are concerned your heirs might be 
irresponsible with their “windfall,” suggest that they learn about financial 
basics. Using an inheritance sensibly is a way to respect the person who 
provided it. Without the ability to handle money, they could squander 
their inheritance quickly.

In addition to any financial knowledge you pass along, your heirs can 
learn from courses and other educational means. It’s also good to 
introduce them to your advisor if they don’t have one, as advisors are 
familiar with intergenerational wealth transfers and working with 
families to build and preserve wealth.

If you recently received an inheritance or want to encourage your heirs 
to manage their inheritance wisely, we can help.

Make the Most of 
Your Inheritance 
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Invest a half hour every weekend with PWM Private Wealth Counsel, iA Private Wealth to explore financial issues and strategies that 
matter most. Tune in on Saskatoon 650 CKOM (Saturday mornings at 11 am and Sundays at 5 pm), or Regina 980 CJME (Saturdays at 
12 pm and Sundays at 5 pm) to hear PWM advisors discuss relevant topics that affect us all. iA Private Wealth Inc. is a member of the 
Canadian Investor Protection Fund and the Investment Industry Regulatory Organization of Canada.
In the last quarter we discussed the following topics which can be found on our website at: 
https://pwmprivatewealth.com/thoughts-and-insights/moneysense-radioshow.   

January 15th – The Importance of a Risk Management Check-up
January 22nd – The Basics of Financial Planning
January 29th – Avenue Living Asset Management Update
February 5th – Purpose Investments Update
February 12th – Inflation & Interest Rates
February 19th – How to Build a Bulletproof Portfolio
February 26th – TFSA vs RRSP
March 5th – Using Insurance to Protect Your Mortgage & RRSP’s
March 12th – Budget 2022 & the Potential Impacts to Farmers
March 19th – All about Canadian Depository Receipts (CDR’s)
March 26th – The Return of value, Inflation & Interest Rates Hikes

MONEY SENSE 
RADIO SHOW

Wealth Professional 
Awards:
Portfolio Manager Kevin Hegedus 
with PWM Private Wealth Counsel, 
iA Private Wealth has made Wealth 
Professional’s 2022 Top 50 Advisors 
list for the 6th consecutive year in his 
30+ years in the wealth management 
industry. Congrats Kevin on this 
achievement!

Award of Excellence - 2022 Franklin 
Templeton Advisory Team of the Year 
Award (10 Staff or More). This award 

recognizes the most outstanding advisory team with 10+ staff, that has 
displayed excellence over the last 12 months. Congrats to the entire 
team!

Award of Excellence – 2022 The Equiton Award for Canadian Advisor 
of the Year. This award is one of the highest accolades offered to an 
individual in the wealth management and financial planning industry. 
It recognizes the most outstanding advisor in Canada, coming from an 
advisory firm or team, regardless of business size or model.

Consumer Choice Award:
We are honoured to have been named as the Consumer Choice Award 
winner in the Financial Planning Consultants category for the 12th 
consecutive year.

Awards and recognition update
We are very proud to have been recognized for the following awards this year:
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OUTSTANDING INTERNET PRESENCETHE B2B BANK AWARD FOR 
MULTI-SERVICE ADVISOR OF THE YEAR

WINNER

*Awarded by 
Wealth Professional 
magazine

BE SURE TO FOLLOW US!

VISIT US ONLINE
www.pwmprivatewealth.com

TUNE INTO OUR MONEY 
SENSE RADIO SHOW: 

Saskatoon 650 CKOM 
Saturday at 11 am and 
Sunday at 5 pm

Regina 980 CJME 
Saturday at 12 pm and 
Sunday at 5 pm

AWARDS AND RECOGNITION

This information has been prepared by Kevin Hegedus who is a Portfolio 
Manager for iA Private Wealth and does not necessarily reflect the opinion 
of iA Private Wealth. The information contained in this newsletter comes 
from sources we believe reliable, but we cannot guarantee its accuracy or 
reliability. The opinions expressed are based on an analysis and 
interpretation dating from the date of publication and are subject to 
change without notice. Furthermore, they do not constitute an offer or 
solicitation to buy or sell any of the securities mentioned. The information 
contained herein may not apply to all types of investors.

iA Private Wealth Inc. is a member of the Canadian Investor Protection 
Fund and the Investment Industry Regulatory Organization of Canada.

Insurance products and services are offered through PWM Financial 
Services Inc., an independent and separate company from iA Private Wealth 
Inc. Only products and services offered through iA Private Wealth Inc. are 
covered by the Canadian Investor Protection Fund.

iA Private Wealth does not provide any income tax preparation services and 
does not supervise or review any income tax returns.


