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— By Léony deGraaf

s an Estate Planner | get asked this question all the
time. | find that most people know a little bit about
probate, but don't really understand the entire process
and the costs involved.

Probate is the Provincial Court's process for validat-
ing a Will and verifying the appointment of the Executor.
When one spouse passes, all assets and liabilities usually
become that of the surviving spouse, therefore the pro-
bate process is not necessary. However, when a widow-
er or single person passes, probate process is required.
At this point, all assets are frozen until the probate pro-
cess is complete and the Court issues a Certificate of
Estate Trustee to the executor.

When submitting a Will for probate, the lawyer must
also submit a summary of the estate’s assets and its ap-
proximate market value, in order for the probate fees
to be calculated. The assets to be reported for pro-
bate are: home, cottage and other property, bank ac-
counts, mutual funds, GIC's, shares, savings bonds, and
any valuable art or jewelry collection. An estate valued

Can I

Avoid it?

at $10,000 or less does not need to be probated and
an estate with a value of $50,000 or less only pays a 1%
probate fee. Most people don't realize that a probated
Will becomes a public document, which can unwant-
edly expose personal and financial information.

For estates that exceed the $50,000 valuation,a 1.5%
probate fee is payable to the province. Again, what
many people don't realize is that all other estate fees
will be based on the value submitted for probate. The
lawyer is entitled to charge up to 5% of the value sub-
mitted for probate.The accountant — who needs to file
the terminal tax return, is entitled to charge up to 5%,
and the executor is entitled to 5%. At the end of this
lengthy estate settlement process, the estate can be re-
duced by a total of 16.5% in fees before any funds reach
the intended beneficiaries.

A common strategy used to avoid probate is adding
a joint owner to an asset, such as a home or a bank ac-
count. While this may avoid the fees, it could open up a
can of worms in terms of liability and intent, which can
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end up costing the estate much more than the avoided
probate fees. A deemed disposition of the asset is also to
be reported to Revenue Canada, which could also create
a tax issue for the owners.

The simplest strategy | know of in order to avoid much
of the probate process and the fees associated with it, is
to hold your savings and investments at a life insurance
company who offers Segregated Funds. With a named
beneficiary on the account, proceeds are usually paid out
within two weeks, directly to the beneficiaries and do not
form part of the Will or the estate value submitted for
probate. This would keep financial matters private and
eliminate the fees of up to 16.5% (which equals $82,500
on $500,000 GIC's).

If you find the right segregated funds, the management
fees inside the fund are the same as the average mutual
fund — so it's like you are getting the added benefits for
free. You have a wide variety of funds to choose from,
such as term deposits, bond, dividend, balanced and equity
funds, and they also include principal guarantees of either
75% or 100% of your deposit.

The probate process can't be avoided completely, but
by structuring your savings correctly, you can save your
executor and beneficiaries a lot of time, and your estate
a whole lot of fees. The next time you are talking to your
Financial Advisor, ask if he or she can offer you the estate-
friendly benefits of segregated funds. m

Léony deGraaf is a Financial Advisor, Elder Planning
Counselor and Retirement & Estate Specialist for deGraaf
Financial Strategies. For further information please contact
Léony toll free at 1-800-775-7047, (905) 632-9900,
by email at leony@dgfs.ca or by visiting www.dgfs.ca
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Spring 2013
How Prepared Are YOU for your share?

At these FREE 90 Minutes Sessions you will learn:
v" How to effectively avoid the OAS claw back
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How an RRSP is a tool, not a retirement plan

How creating Cash Flow is predictable

About 4 Financial Ticking Time Bombs

‘What to avoid, when investing in USA Foreclosures

‘When to prepare yourself for financial security

‘Why retirement planning is not what it is cracked up to be

1 888 446 9999

(For local locations and dates)
www.econventus.com/prepared

Free consultation

Session Registration
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