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Year End Tax Planning Tips
As we approach the end of 2014, we point out various tax tips and investment strategies
that should be considered prior to the New Year.
1) Triggering capital losses. If you have investment assets which have created a taxable
capital gain in the current year, you may consider selling investments that have accrued a
loss to apply against the taxable gains. If taxable losses exceed taxable gains in the
current year, the loss can be carried back up to three years and applied against capital
gains in previous years or carried forward indeﬁnitely and applied against any future
capital gains. It is important that you sell the security such that it settles prior to the end
of the calendar year. Settlement date is generally three business days past the trade date.
Note that the superﬁcial loss rules eﬀectively deny any capital loss where either you or
your spouse re-acquire the asset within 30 days of its disposition. Superﬁcial loss rules
are complex and we suggest you obtain clariﬁcation as necessary from your advisor.
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2) Consider drawing income from your RRSP. If you experienced a low income year in 2014
and expect to be in a higher tax bracket in the future, you may consider drawing funds from
your RRSP, or if you are drawing income from a RRIF, accelerating your RRIF withdrawal in
the current year. It is important to keep in mind that RRIF income can be split with your
spouse if you are 65 or over, while RRSP withdrawals cannot be split regardless of age.
3) Convert RRSP funds to an income if you are 65 or over. If you are 65 or over, the ﬁrst
$2,000 of income from a RRIF or RRSP annuity qualiﬁes for a $2,000 Federal Tax Credit. .
Thus, even if you do not require the extra income, converting a smaller portion of your
RRSP to a RRIF provides the credit. Note that if you are in receipt of a pension from a
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previous employer, you are already qualifying for the pension income tax credit.
4) Timing a TFSA withdrawal. If you are planning to make a withdrawal from your TFSA
account in the near future, consider making the withdrawal prior to the year end. Funds
withdrawn from a TFSA cannot be replaced until the following calendar year. Accordingly,
a withdrawal made prior to the end of 2014 can be replaced when funds become
available in 2015. If the TFSA withdrawal were to occur in the early part of 2015, the funds
cannot be replaced until almost a full year later in 2016.
5) Consider deferring mutual fund purchases. If you're considering purchasing units of a
mutual fund, you may want to defer the purchase until early 2015. Many mutual funds (and
most equity funds) distribute income and capital gains once a year, during December.
Consequently, if you purchase units of these funds just prior to a distribution, you will be
allocated a full share of the mutual fund's income and gains for that year. Deferring the
purchase until after the mutual fund distribution will ensure that you won't be allocated
taxable income for 2014. It is important to keep in mind that a distribution that is reinvested
in the fund increases the adjusted cost base (ACB) of the investment.
6) Maximizing RESP grant for sixteen and seventeen year olds. The Canada Education
Savings Grant (CESG) is equal to 20% on annual contributions to a maximum of $2,500.
Thus, an annual grant of $500. It is important to keep in mind that the CESG can be
restricted for the years the beneﬁciary turns sixteen and seventeen. Speciﬁcally, a CESG
will only be allowed if contributions to all RESP's for the child have totaled at least $2,000
before the year the child turns sixteen, or contributions of at least $100 per year were made
for the beneﬁt of the child during any four years prior to the year the child turns sixteen.
Parents and/or Grandparents should keep this in mind in the four years leading up to the
beneﬁciaries of an RESP turning 16.
7) Maximizing the Charitable Tax Credit. The ﬁrst $200 of charitable donations in a given year
is subject to a 15% Federal tax credit on the excess is subject to a 29% Federal tax credit.
By having the charitable donations declared in just one spouse's hands, the reduced credit
on the ﬁrst $200 is applied once.
In addition, you may consider combining two years' worth of charitable donations on one

tax return again to minimize the impact of the lower credit on the ﬁrst $200.
For clariﬁcation on any of the above strategies, contact your Solguard Financial advisor.

PORTFOLIO RE-BALANCING (IT REALLY WORKS!)
Re-balancing is the process of selling holdings in an asset class that have grown beyond
their target weighting and adding to an asset class that is underweight its target allocation.
For example, the target weighting of a portfolio might be 60% equity and 40% ﬁxed income.
If strong equity markets resulted in the equity portion of the portfolio growing to 65%, rebalancing would result in 5% of the total portfolio being shifted from equity to ﬁxed income.
This strategy essentially involves “taking proﬁts” when markets are strong, and “buying in”
when prices are low. The Wall Street Journal recently highlighted a study done by Columbia
Business School professor Andrew Ang. The study looked at two distinct periods (19261940 and 1990-2011), each of which included one of the worst declines in U.S. stock
market history. He found that a portfolio of 60 per cent stocks and 40 per cent bonds, realanced to those weights quarterly, signiﬁcantly outperformed on all-stock portfolio and an
all-bond portfolio.
Re-balancing is eﬀectively the opposite of what our performance-chasing emotions tend to
tell us what to do, which often gets investors into trouble.
While adopting a re-balancing strategy seems counter-intuitive, as you sell the “good stuﬀ”
and move capital to an asset class that has not done as well, it is likely to beneﬁt the long
term performance of the portfolio, more than chasing the next “hot” stock or mutual fund.
Insurance products are oﬀered through Solguard Financial Ltd. Stocks, bonds and mutual funds are oﬀered
through Manulife Securities Incorporated. This publication is solely the work of Solguard Financial for the
beneﬁt of their clients. Although the authors are Manulife Securities Advisors, they are not ﬁnancial analysts
at Manulife Securities Incorporated ("Manulife Securities"). This is not an oﬃcial publication of Manulife
Securities. The views, opinions and recommendations are those of the authors alone and they may not
necessarily be those of Manulife Securities. This publication is not an oﬀer to sell or a solicitation of an oﬀer
to buy any securities. This publication is not meant to provide legal, accounting or account advice. As each
situation is diﬀerent, you should seek advice based on your speciﬁc circumstances. The information contained
herein was obtained from sources believed to be reliable; however, no representation or warranty, expressed
or implied, is made by the writers, Manulife Securities or any other person as to its accuracy, completeness or
correctness.
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