January 2012

Be Prepared —
Be Careful —
Think

About the
TARION
Warranty
Corporation

Buying a
Condominium

A Legal Tax
Savings Plan
for Business
Owners

Estate
Planning —
Wills and
Powers of
Attorney

From the law firm of Martin K.I. Rumack, B.A., LL.B.

The Year In Review — The State of
Canadian Politics

Every year when | sit
down and start thinking of
the year which has gone
by since last penning my
thoughts, comments and
observations, | am always
amazed at the significant
number of major changes
we have experienced both
on the international,
national, provincial and
municipal stages. Some
of my readers may believe
the players on these
stages are for the most
part nothing more than a
bunch of actors,
comedians, and even less
complimentary

descriptions. | am of the
opinion that a significant
percentage of individuals
worldwide are totally
turned off the world of
politics and disconnected
from the players who have
been cast in their
respective roles; this has
resulted in the generally
low percentage of voters
who take the time to
exercise their rights and
fulfill their obligations as a
member of a “democratic
society” to vote in
elections. If we do not
care enough to fulfill this
obligation, then we cannot

The World - War and Peace

Quel changement! We are
all observers of the
significant dramatic
historical changes
resulting from The “Arab
Spring” — what can one
say? Historians will write
about these dramatic
changes in the Middle
East, and future
generations will read
about these events just as
we have read about
historical events of the last
number of centuries: from
Kings and Queens to
Presidents, Dictators, and
Demagogues; from
Capitalism to Socialism to

Communism and back to
Capitalism; from
Democracies to
Dictatorships; from War to
Peace; from slavery to
emancipation; from female
servitude to female
equality; from closet
homosexuality to open
acceptance and equality of
gays and lesbians, and on
and on!

The United States Armed
Forces have finally finished
their mission in Iraqg. They
succeeded in the overthrow
and elimination of the
dictator Saddam Hussein,

criticize those individuals
who are elected and
appointed to positions of
power and influence!

This last year, starting in
November of 2010, we
have had Municipal
elections throughout the
Province of Ontario, a
general provincial election
in Ontario, as well as
provincial elections in a
number of other provinces
throughout Canada, and
of course a Canadian
federal election. Overall
the percentage of eligible

[continued on p. 11]

but at what cost in terms
of dollars, deaths, “broken
people”, i.e. not only
innocent Iraqi citizens but
soldiers from all countries
who participated in the
War on Irag? Did the
monetary and
humanitarian cost justify
the end result? Will we
ever know? As | am
reviewing my newsletter
there have been several
major bomb explosions in
Iraq just days after the last
Americans have left the
country! The actions and
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“Unfortunately, Toronto
is becoming more and
more a city of “haves’

and “have nots” — we
are losing the middle
class segment of our

population.”

The Economic State of the World

Where does one start? The
markets are up, they are down,
they are positive, they are
negative, they are flat, they are
sideways — every day there is
something new to say or to
prognosticate about, and at the
end of the day there is nothing
conclusive that anyone can
really say.

| have reached the point where
| truly believe that each and
every one of us knows as
much as the purported
financial gurus of the economic
world claim to know. The
heads of the Central Banks of
the G-20 and G-8 countries,
the heads of governmental
Financial and Treasury
Departments and Ministries,
and the chief economic
forecasters of the major
financial institutions with all of
their credentials still look at the
same crystal balls that we all
do and provide their forecasts.
If any one of them is accurate
(or lucky) in their forecasts,
they are anointed as being the
shining bright lights of the
financial world. But how many
of them have consistently been
accurate in forecasting and/or
advising the public which
mutual funds or stocks to
invest in, with any more
accuracy than that of the
average person on the street?

For the most part, the mutual
funds have done as poorly as
you and | have done, or could
do, on our own notwithstanding
the fees they charge for
helping most of us to lose
money. Something is wrong
with this scenario! You and |
can do the same job, end up
with similar results more or
less, and maybe even better
results without paying

excessive fees to the
supposed financial gurus
and institutions.

While Canada has bragged
that it has done significantly
better than most of the G-20
countries, with a lower
unemployment rate and a
stable banking system, our
unemployment rate in
October rose to 7.3 percent.
At the same time the
government has announced
that the previously-indicated
increase in the Employment
Insurance deductions from
Canadians’ pay cheques for
2012 will be reduced from a
proposed increase of 10
cents per $100.00 of
insurable earnings to an
increase of 5 cents per
$100.00 of insurable
earnings for 2012 in order to
leave more money in
taxpayers’ hands (although
the reduction announced will
only save a worker making
$43,000.00 annually less
than $50.00 per year). This
is the same announcement
the Conservative
government made for 2011
by reducing a planned
increase of 15 cents per
$100.00 of insurable
earnings to 5 cents per
$100.00. | am not certain
how much of this reduction
is based on actual ongoing
changes in the economy
and how much is “politically
motivated and pre-planned*!
What do you think?

In Canada while the
economies of the Provinces
of Alberta, Saskatchewan,
and to a lesser extent
Manitoba and Newfoundland
are doing reasonably well,

the rest of the provinces are
certainly experiencing their
own economic problems. |
think that the recent
announcement by the Ministry
of Defense awarding major
shipbuilding contracts to naval
shipbuilders in Nova Scotia in
particular, and British
Columbia to a lesser extent
should certainly help boost the
economies of those provinces
in the next several years.

In Ontario we are continuously
losing well-paying
manufacturing jobs as well as
other jobs in non-
manufacturing sectors which
are becoming harder and
harder to replace. A recent
survey of the City of Toronto
revealed a significant change
over the last 30 years of the
socio-economic make-up of
Toronto.

Unfortunately, Toronto is
becoming more and more a
city of “haves” and “have nots”
— we are losing the middle
class segment of our
population which is not
healthy. This is reminiscent of
what has happened in some
major U.S. and European
cities. This is not good for our
future! We need leaders who
have the foresight,
credentials, knowledge,
experience and inner strength
to attract new and innovative
economic investment and
development to our country in
general and reposition the
manufacturing, research
segments of our economy so
that Canada, Ontario, and
Toronto in particular, are
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Be Prepared - Be Careful - Think

Some of you may
remember the Boy Scout
motto: “Be Prepared”.
These two simple words
have many applications in
life in general and in our
daily working life. If you
are not prepared —
whether in school, work,
relationships with friends
and enemies — you may
be hurt in an academic,
financial, emotional,
mental, physical health
sense or otherwise.

In my seminar sessions for
real estate professionals,
employees of financial
institutions and/or,
members of the public,
whenever teaching or
talking about a specific
topic | also attempt to
impart to my audience the
concept of thinking about
what the issues are, what
one should be doing or
attempting to do to resolve
and/or solve the issue, and
understand the other
party. | find that most
problems can be avoided
and/or solved if people
were prepared initially to
stop, think, and listen
before doing anything
else. By taking these steps
one will be prepared to
deal with the problems in a
rational, unemotional
manner and therefore
potentially avoid a
significant amount of
costly court litigation. The
money unnecessarily
spent on litigation would
be better in your hands
rather than in a lawyer’s
pocket or your adversary’s
bank account.

In this vein it is also
important to think outside
the box — do not slavishly

do something just because
it has worked before, or
because everyone else
does it that way. Every
situation is different. A
recent employment law
case is representative of
this issue.

The case is called Dwyer
v. Advanis Inc. 2009
CanLll 23869. Mr. Dwyer
was hired by Advanis, a
market research company,
in 2004 in the role of a
service sales and
marketing position as
evidenced by a written
employment contract.
Dwyer was promoted in
2006 to the position of
Executive Vice-President
of Sales and Marketing.
This resulted in the
employer and employee
signing an amended
employment agreement;
however the employer
inadvertently relied on and
did not amend the
termination provision
contained in the original
contract signed in 2004.
That contract purported to
limit Advanis’ payment
obligations if it dismissed
Dwyer without cause.
Unbeknownst to Advanis,
the termination provision
of the initial contract was
also ineffectually drafted.

In 2007 Advanis
encountered financial
problems and terminated
Dwyer relying upon the
original 2004 termination
provision which stated
“you will receive
severance as determined
by the Employment
Standards Act
(E.S.A.)(Alberta) if it was
determined that there was

not a fit between your
skills and the requirement
of the job.”

Furthermore the Court
observed that the contract
did not provide that the
amount provided for by the
E.S.A. was the only
amount the employee
would receive. Finally the
E.S.A. required the
employer to maintain
benefits for the employee
during the notice period,;
whereas in this case
Advanis cut off Dwyer’'s
benefits during this period.
The Court also noted that:
“The employer should not
be offered the protection of
a contract it breached
itself.”

Dwyer sued Advanis for
unjust dismissal, claiming,
among other things,
entitlement to severance
well beyond what the
contract provided. The
court agreed, finding the
contract vague and
inapplicable to the
circumstances.
Specifically, Dwyer was
dismissed for financial
reasons, not because of
his skill set, which was
what the contractual
termination provision was
based upon.

The Court awarded Dwyer
12 months’ salary even
though he had only
worked at Advanis for 3.5
years, rather than the
mere 3 weeks
compensation he was
entitled to under the E.S.A.
The award was primarily
as result of Advanis’
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The TARION Warranty Corporation

| am often asked about TARION and its guidelines and its purpose. TARION Corporation was formerly known as the
Ontario New Home Warranty Program which was established to ostensibly provide protection for buyers of newly
constructed homes, including of course condominium units from builders in Ontario. TARION does not provide
protection for buyers of properties which have been renovated, retrofitted, nor for properties converted to condominium,
co-ownerships, or co-operatives.

THE ROLE OF TARION

To protect new home and condominium buyers by:

- Regulating the residential building industry

- Licensing new home builders

- Creating awareness about statutory warranty coverage

- Standing behind builders’ warranties

1-Year Warranty 2-Year Warranty 7-Year Warranty

Provides protection against: Provides protection against: Protects against Major  Structural
Defects (MSD) including:
o Defects in work and materials | ¢ Health & safety violations of

e Violations of the Ontario the Ontario Building Code e Defects in work or material resulting
Building Code e Defects in the electrical, in the failure of a load bearing part
e Unauthorized Substitutions plumbing and heating of the home’s structure
distribution systems e Defects in work or material that
e Defects allowing water significantly and adversely affects
penetration the use of the building as a home

o Defects in exterior cladding

WARRANTY COVERAGE - THE STATUTORY PROCESS

Homeowner Information Package (HIP)
This manual should be your first point of contact for questions regarding TARION and the warranty processes.
The HIP:
e Describes Statutory Warranties
e Explains the Statutory Warranty Process
e Provide Statutory Warranty Forms
e Is available for download on TARION’s website
Making a Statutory Warranty Claim
You are entitled to make a claim with respect to a statutory warranty by submitting the appropriate Statutory Warranty

Form to TARION at certain times. It is your responsibility to submit necessary warranty claims forms on time. Late claim
forms will not be accepted by TARION for coverage protection. {continued on next page]




Here are the important
points to be aware of for
different types of Warranty
Claims:

1-Year Warranty Claims

You have 2 opportunities
to submit a claim to
TARION in the first year of
possession:

30-Day Form

Once within the first 30
days after the possession
date.

Year-End Form

Once within the 30 days
before the first anniversary
of the possession date.

The Toronto Sports Torture Chamber

If you have read my
observations and
commentaries over the last
number of years on the
subject matter of the City of
Toronto professional sports
teams, you will notice one
common theme, our
professional teams are for
the most part pathetic. |
should clarify that statement
by pointing out the fact that
our professional lacrosse
team, The Toronto Rock
were very successful in
winning the Professional
Lacrosse League
Championship in 2011 —

congratulations! | do not think

it is even worth mentioning
the Toronto Argonauts, the
Toronto Raptors, nor The
Toronto Football Club, --- the
soccer team T.F.C.

Unfortunately for those
people who do not enjoy the

2-Year Warranty Claims

Second-Year Form

At any time, and as often
as required, during the
second year of
possession.

7-Year Warranty Claims

MSD Form

At any time after the
second year, but no later
than the expiry of the
seventh year of
possession.

If you have any further
specific questions, you
should contact TARION
directly at: (416)-226-
5547.

From my own perspective
based on a number of

pathetic quality and lack of
effort of the Raptors on all
levels, from the executives
to the players, it appears
that you will not receive a
reprieve from the torturous
experience of both paying
for and watching basketball
this year — the labour strike
has ended and you will
continue to experience the
torture if you so desire ---
you do so at your own risk
and your own expense!

As far as the Toronto Blue
Jays and the Toronto Maple
Leafs are concerned from
my viewpoint and
perspective both teams
should say less and do
more. The old adage
“SILENCE IS GOLDEN"
which was turned into a
song by Frankie Valli and
the Four Seasons, and
sung by The Tremoloes, a

reports of unresolved
issues from clients,
TARION has seriously
failed to fulfill its role in
terms of protecting buyers
and enforcing buyers’ rights
against builders.

Again the general feedback
| receive is that TARION
will not get down and dirty
with the builders — they will
only pay minimal lip service
to the buyer. After all,
TARION is in a conflict of
interest situation. It is the
builders who pay to
become registered
members of TARION which
they need to do to in order
to be able to build new
homes and condominium
units in Ontario. Therefore
it is the builders who
essentially pay the freight

United States rock group,
should be implemented
and faithfully followed by
both teams. They always
spin the words and hype
the hype which they
themselves believe
(maybe), but they do not
produce anything but hot
air - they help to
contribute to global
warming! If the players,
coaches, managers and
executives of both teams
all worked as hard as their
public relations and
marketing departments
respectively do, we would
be celebrating something
positive, namely good
guality teams providing
exciting, entertaining,
sporting events. What
other professional sports
team other than the
Toronto Maple Leafs

to keep TARION
financially viable. It is of
course the individual
buyer who pays the cost
of the enrolment fee of the
individual home or
condominium unit in the
TARION program.

The relationship between
the builders and the
TARION staff is not truly
an arms-length
relationship and must be
changed. Speak to your
MPP!

would extend the
contract of a coach
who has not
succeeded in having
his team reach the
playoffs for all 3 years
of his tenure! Forget
the General Manager
who is also not
attuned to current
thinking and
philosophy, but is a
fan of Don Cherry’'s—
yes, concussions and
all!




Buying a Condominium - Be Aware and Be Careful

CONDOMINIUM BASICS

If buying a resale
condominium unit in an
established Condominium
building or a new
condominium unit from a
builder in a new
Condominium building,
there are a number of
generic factors and issues
to consider and to
research. On the other
hand if you are buying a
resale Condominium unit
there are some specific
issues to be examined.
The following is a partial
list of some of the issues to
consider whether a unit is
new or resale:

1. Location — area.

2. Overall physical
condition of the building or
townhouse and the
surrounding property.

3. Price of the unit.

4, Carrying costs --
including mortgage
payments, taxes, monthly
maintenance fees (what is
included and what are
extra costs, etc.).

5. Facilities and
services in the area:

i. Schools -- pre-
school, primary,
secondary, public, private;

ii. Transportation
available (e.g. TTC,
Mississauga Transit, York
Region Transit, GO
Transit);

iii. Proximity to
highways, expressways,
major arterial roads;

iv. Distance to place of
employment; proximity to
potential places of
employment;

V. Recreation facilities
(e.g. parks, swimming pools,
tennis courts, hockey and

pleasure skating rinks, etc.);

Vi. Types of shopping
facilities and the distances to
these;

Vil Amenities and
facilities which are part of the
Condominium building;

viii. The number of units
in the building or complex; is
it too big or too small?

When dealing with the
purchase of a resale
condominium unit there are
some other factors to
consider and questions to
ask including but not limited
to:

1. The condition of the
unit you are interested in
buying, as well as the
condition of the whole
building including mechanical
systems, structural aspects of
the building, appearance and
conditions of the grounds,
lobby, hallways, underground
or surface parking areas, etc.

2. The amount of
monthly common
expenses/maintenance fees
and what items are included
in those fees and expenses

3. Whether the unit
and/or building in the prior 2-
3 years has had excessively
large increases in common
expenses; any history of
special assessments being
levied or whether any special

assessments are being
contemplated.

4, Reviewing the
current audited financial
statements of the
Condominium Corporation
and the budget for the
year in which a purchase
is being contemplated.

5. Speaking to the
property manager to know
what if any major systems
have been replaced or
upgraded in the past
several years or are there
any replacement or
upgrade plans for major
systems being forecast or
contemplated within the
subsequent few years.

6. Make you sure
actually see the parking
spot which is allocated for
the specific unit you are
looking at, check to see
where it is located in either
an underground or outside
location; i.e. is it near exit
doors, elevators, well-
lighted, easily accessible,
etc. Furthermore, but just
as important does your
car, truck, tank, or
Hummer fit into the space
— if not there is a problem!
Also check the location
and size of the locker. Is it
big enough for your
needs?

7. Check the balance
of the Reserve Fund at the
relevant time and whether
the amount of money in
the Reserve Fund is
generally in line with the
amount of money that
should be in the Reserve
Fund based on the current

Reserve Fund Study. If
the amount in the Reserve
Fund is significantly short
of the amount shown in
the Reserve Fund Study,
is there a reasonable
explanation for such a
deviance? Is the shortfall
going to result in a special
assessment?

RESERVE FUND
REQUIREMENTS

In connection with the
Reserve Fund, the present
Condominium Act
contains detailed
provisions in an attempt to
ensure that Condominium
Corporations maintain
adequate Reserve Funds.
A corporation must collect
from the unit owners, as
part of their common
expense contributions,
sufficient funds for the
expected costs of future
major common element
repairs and replacements.
The amount collected
cannot be less than 10%
of the Corporation’s
annual common expense
budget.

The amount required for
the Reserve Fund is
established by a Reserve
Fund Study conducted by
a qualified engineer or
architect. A Condominium
created after the Act was
proclaimed on May 5,
2011 is required to obtain
a “comprehensive”
Reserve Fund Study
within one year following
the registration of the
condominium declaration.

[continued on next page]




A comprehensive study is
one that meets the
specific requirements set
out in regulations under
the Act. Reserve Fund
Studies must be updated
at intervals of not more
than three years. The
Board of Directors, within
120 days of receiving a
Reserve Fund Study or
update, must propose a
plan for funding the
Reserve Fund. A
Condominium Corporation
incorporated before May
5, 2001 originally had 10
years to ensure the
adequacy of the Reserve
Fund. This was extended
for a period of up to 15
years with the introduction
of the H.S.T., in other
words, Condominium
Corporations created prior
to May 5, 2001 now have
until May 5, 2016 to fund
their Reserve Funds to the
levels recommended by a
current Reserve Fund
Study.

Once that level is
achieved, subsequent
plans and updates must
ensure that any
inadequacy is remedied
within the fiscal year next
following the date of study
or update. On the other
hand, a Condominium
Corporation that was
established after May 5,
2001 has to ensure the
adequacy of the Reserve
Fund within the fiscal year
following the date of either
an initial Reserve Fund
Study, or an updated
Reserve Fund Study. A
Board’s proposed plan
need not be identical to
the recommendations of
the Reserve Fund Study.

The Board, however, within
15 days after proposing the
plan, must send a notice to
the unit owners setting out
summaries of the Reserve
Fund Study and the Board’s
alternative funding proposal
and indicating any areas in
which they differ.

STATUS CERTIFICATES

How does a purchaser of a
resale condominium unit
determine if the Reserve
Fund is sufficient? The
Status Certificate that the
purchaser is entitled to
obtain from the
Condominium Corporation,
provides important Reserve
Fund information. It sets out
the amount in the Reserve
Fund as at the date which is
no earlier than the end of a
month within 90 days prior to
the date of the certificate, the
annual contributions to and
expected expenditures from
the Reserve Fund in the
current year and the date of
the most recent Reserve

Fund Study. There must be a

statement in the status
certificate indicating whether
the Board anticipates the
Reserve Fund will be
sufficient for the current
year’s anticipated
expenditure. A copy of the
notice sent by the Board to
the owners setting out
summaries of the study and
the Board'’s funding plan and
indicating any aspects in
which they differ, must also
be attached to the status
certificate.

Due to the possibility of
Common Element repairs
being required prior to the
estimated date as set out in
the Reserve Fund Study,

there can be no guarantee
of the future sufficiency of
the amount in the Reserve
Fund. The status certificate,
however, does give you a
fairly good idea as to the
present status of the
Reserve Fund and whether
it meets the requirements of
the Reserve Fund Study as
of the date of the status
certificate.

As a purchaser usually does
not obtain a status certificate
until after the agreement of
purchase and sale for the
unit has been accepted,
there is a potential problem
which can arise if the
amount of the Reserve Fund
is insufficient as revealed in
the Status Certificate.
Unless the agreement is
conditional upon the
purchaser being satisfied
with the status certificate,
the discovery of an
insufficient reserve fund will
not permit you to cancel the
purchase.

In addition to the issue of
the Reserve Fund, the
status certificate must be
reviewed to ensure that the
monthly common expenses
as set out in the listing and
offer are the same as the
amount shown in the status
certificate. Furthermore, the
status certificate amongst
other items will confirm
whether the seller owns the
unit parking space and
locker (if applicable) or
whether the owner merely
has exclusive use of them.

Always ensure that your
offer contains a conditional
clause making the offer
conditional upon the review
by you and/or your lawyer of
the Status Certificate

Package and it being
satisfactory to you and/or
your lawyer in your sole
discretion.

RECOMMENDATION

Remember for most people
the purchase of a home be
it a stand-alone property,
semi-detached dwelling, or
a condominium unit is the
largest single expenditure
they will make during their
lifetime. Make sure you do
your homework, research,
and think before you leap.
Over the past year with the
busy competitive real estate
market some agents have
recommended and advised
buyers not to submit any
offer with conditions. |
personally do not agree with
this except in some very
limited situations.

| have recommended to
clients for years: do not
panic and do not rush into
submitting an offer to
purchase — there is always
another streetcar coming
down the tracks, i.e. there
will always be another
property for sale. Do not
leap into the frying pan or
the bidding wars! Insert
conditions in your offer if
necessary --- it is your
money which must be
protected.




A LEGAL TRK-SAVINGS PLAN FOR BUSINESS OWNERS

If you are a small business
owner and you are in your
early sixties or older, have
you given any
consideration to the
manner in which you will
deal with the business
when you wish you retire?
This is a matter of great
importance whether you
intend to sell the business
to family members,
employees, or a third party.
You want to ensure that in
order for you to obtain the
greatest net after-tax
dollars the transaction is
structured in the most
efficient tax manner for you!

It is common for a family
business to be transferred
to the next generation, if
any of the children are
already involved in the
business, have the interest
to continue to work in the
business, are interested in
becoming involved in the
business after possibly
doing something else, or
after obtaining experience
either at a competitor’s or in
another type of business
altogether. A question
which sometimes arises is:
what are you to do if not all
of your children are
involved in the business, or
even if they all work in the
business, but you are of the
opinion that one is more
capable of carrying on and
growing the business than
the others? How do you
treat them equally from an
estate planning perspective
in order to avoid future
tensions and issues
between yourself and your
children and amongst the
siblings themselves?

In my practice many of my
business clients have had
us incorporate their
businesses for various
reasons, many of which |
have discussed in
previous newsletters. If
you are dealing with your
children as parties in the
disposition of the business
you have several options
available to you; you can
either sell or you can give
your shares to your
children. You may initially
be inclined to gift your
shares to only those
children who are involved
in the operation of the
business equally; or
alternatively, to gift your
shares whether equally or
not to all of your children,
even those not involved in
the business --- which in
my opinion is not a good
idea and may result in
future family problems and
issues. | have seen this
result too often! Finally the
gifting option is only
feasible if you will not
require the money you
would receive from a sale
of the company to a third

party.

Of course the route of
gifting or even selling
shares at a non-fair market
value will result in income
tax issues which need to
be carefully thought out in
order to minimize the
income tax payable as a
result of gifting or selling at
a non-fair market value.
The C.R.A. will take the
position that you gifted the
shares at a value equal to
the fair market value of the
shares as of the date of
gifting. As many of you are

aware, the gain which is
based on the difference
between the cost of the
shares and the deemed fair
market value is subject to
tax on 50% of the gain
taxable at your own rate of
taxation in the year the
shares were gifted or were
sold below fair market
value.

On the other hand if you
sell the shares to your
children, as a good parent
you will want to give them a
“good deal” on the price.
This well-intentioned
gesture may resultin a
“double whammy” of taxes
under the provisions of the
Income Tax Act if you sell
shares to a related party
you are treated as having
received monies equal to
the fair market value of the
shares, while the children
will be treated as having a
cost base for the future
determination of any capital
gains, based on the price
actually paid by them to
you.

To paint a clearer picture, if
your business is worth
$4,000,000.00 dollars
when you sell it to your
children and you sell it to
them for only $500,000.00
and they, at a future date,
sell it for $6,000,000.00
dollars they will pay tax on
the $5,500,000.00 capital
gain. In the meanwhile
assume your cost of your
share was only $1.00
because you started the
business, you would be
paying tax on a deemed
gain of $3,999,999.00
dollars. Therefore you and

your child/children will
ultimately both pay a major
amount of income tax.

There are 2 methods
which can be implemented
to help if not to totally
eliminate income tax, at
least to help defer the
payment of the tax owing.
If you sell your shares to
your children and take
back financing (i.e. a
promissory note for the
total proceeds of sale
payable over a 10 year
term) you can defer the tax
payable, and have the tax
payable stretched out over
a 10 year period based on
the provision of the
Income Tax Act permitting
a reserve for bad debts on
the proceeds of sale. The
other route which may
assist you in avoiding
taxes completely, or
minimally in reducing the
tax payable significantly
would be to claim the
$750,000.00 lifeline capital
gains tax exemption. This
exemption is available
when the shares of an
active Canadian Small
Business Corporation are
sold; in other words, up to
a maximum of
$750,000.00 of the capital
gains would be exempt
from taxes payable. This
of course is also
contingent on you not
having used up your
$750,000.00 capital gain
exemption previously. This
type of planning must
involve both your
accountant as well as your
lawyer and you should
commence the process as
early as possible.



| Am Available

Clients and their agents
know that they can call me
with questions concerning
either offers they wish to
submit to purchase a
property, or, offers which
they receive as sellers. |
am happy to say that my
availability has resulted in
some cases of clients
being able to successfully
deal with and conclude
offer negotiations earlier

The Team

At the office the ladies are
doing their best to ensure
that | work hard, diligently
and efficiently. With their
own workloads, it is above
and beyond the call of
duty but they also try to
keep me out of mischief
and keep my nose to the
grindstone.

Jean is her usual
pleasant, cheery, self.
Jean and her husband
went home to Ireland for a
family wedding this past
summer, which was great
for them. While Jean’s
primary focus is working
with our real estate files,
Jean also works on other
areas of our practice, such
as preparing my
suggested Schedules of
Change for new Home
and new Condominium
Agreements of Purchase
and Sale undertaken
during the 10-day Cooling
Off Period; assisting me
with the preparation and
reviewing of commercial
leases.

On the administrative
side, she works in
conjunction with Sue with
respect to our file
retention, storage matters,
and other administrative

than another potential party
was able to, be it at night or
on the weekend because of
my availability at these
times. On several
occasions agents have
brought clients with offers
and even Certificate of
Status packages to my
home for a short meeting
and review of materials
resulting in a successful
conclusion to a transaction
because of the timing in

issues. Her two sons in
Whitehorse are building a
good reputation for the
quality and integrity of
their construction projects.
Her son Michael in
Toronto is growing his
own business in the
construction field with
some administrative input
from his mother — for
which he is not being
billed. Jean and Sue
share a common interest
in that they are both
members of the Board of
Directors of their
respective Condominium
Corporations. Jean can be
reached at extension 25.

Kashmira and her
husband have recently
returned from a vacation
home to India to visit
family. Kashmira has not
been as involved in her
yoga primarily due to her
time spent at the office but
is still her same affable
self. In addition to working
primarily on real estate
transactions, her
administrative
responsibilities at the
office, include but are not
limited to items such as
reception, file opening,
banking, and mail which
she shares with Eva. In

which these offers were able
to be finalized. | always and
continue to recommend to
my existing and potential
new clients if you are
proposing to buy or sell a
property let me see the
offer before you sign it,
only in connection with the
clauses, terms, and
conditions contained in or
missing from the offer. | do
not offer any opinion with
respect to price -- that is a

addition to handling some
of my general
correspondence, she also is
in charge of booking and
arranging my teaching
seminars. The other staff
are appreciative of
Kashmira’s efforts to keep
me out of the office as
much as possible!
Kashmira can be reached
at extension 23.

Eva — besides focusing on
her primary work areas of
Wills, Powers of Attorney,
Estates, Administration and
collection matters — also
handles some real estate
as required from time-to-
time, and also assists me
with the preparation of
Schedules of Changes in
the same manner as Jean
does. Eva also shares
some reception and
administrative
responsibilities with
Kashmira such as banking,
reception, and mail. Eva
had the pleasure of having
family visit from England
and Sweden in September.
Eva can be reached at
extension 27.

Finally, Sue, who as many
of you know, has been

working with me for almost
30 years --- always a great

matter for you and your
agent to discuss; | am not
an agent. For your
information after hours or
on the weekend you and/or
your agent can call my
home number at 416-482-
2490 and leave a SLOW,
CLEAR MESSAGE if there
is no answer. | always try
to return the call at the
earliest possible time.

support! Sue in addition to
her workload primarily in
the real estate area, with a
major focus on co-
ownerships and private
equity corporations, has
assumed the role of office
administrator — a position
previously held by Anita.
Sue’s years of experience
before joining my office
has certainly stood her in
good stead as well as
benefitting our clients and
our office. Her son Jason
and his wife Dominika will
soon be celebrating their
first anniversary and have
also bought a home.
Adam and Melissa are
enjoying little Shawn and
they also recently
purchased their first home.
Sue is enjoying being a
grandmother and is
always up to babysitting if
requested. She can be
reached at extension 24.

Also, Sue’s daughter
Michelle, who has
assisted us from her days
in junior high is now in her
third year at the University
of Waterloo, where she is
a Residence Don of a
mixed floor of men and

{continued on p. 12]




Estate Planning - Wills and Powers of Attorney

More and more clients are
following my advice and
working with me, their
accountants, life
insurance, and financial
planning advisors to start
Estate Planning at an
earlier stage of their lives.
Individuals are quickly
seeing the necessity of
planning for the future as
well as keeping their
financial and estate
planning up-to-date by
revisiting their Estate
Planning on a regular
basis. As a client’s
financial base increases in
value, there are certain
situations in which | am
recommending the
creation of both Primary
and Secondary Wills
which is another aspect of
Estate Planning | use to
help minimize probate and
legal fees! In meeting with
clients and discussing
Powers of Attorney
documents and Wills, a
number of clients share
with me the fact that they

do not know the differences
between a Power of
Attorney and a Will. Never
be afraid to ask if there is
something you do not
understand. There are no
silly questions --- as | say,
any question is a good
question because if you
knew the answer, you would
not ask the question.

A Power of Attorney for
Property is a document
appointing a person or
persons to act on your
behalf during a period of
physical and/or mental
incapacity with respect to
your affairs as they relate to
dealing with your finances,
properties, other assets,
businesses, etc.; in other
words everything except for
health care issues.

A Power of Attorney for
Personal Care is sometimes
referred to as a “Living Will”
which is a contradiction in
terms as a Will only comes
into effect upon the death of

Be Prepared [continued from p. 3]

counsel using a “boiler-
plate” form of employment
contract, drawing upon
previous versions, which
in this case may have
been superseded by
changes in the law and/or
were inapplicable under
the circumstances. This
monetary award may have
been avoided had the
Advanis’ lawyer initially
stopped, thought, listened,
and discussed the facts at
hand.

A properly drawn
employment contract may
provide a barrier to
litigation or at least offer
protection against an

excessive severance

award. As an employer, you
should retain a lawyer who

will:

B Provide individualized
employment contracts
cognizant of the
circumstances of each
case;

B Ensure that the
employment contract
provides at least as
much as the minimum
severance mandated
by the applicable
legislation;

B Ensure the employee is
afforded the opportunity

to obtain Independent

the person. This is a
document appointing a
person or persons to act on

your behalf during a period

of mental or physical
incapacity with respect to
matters concerning your
medical health and related
issues. We have expanded
this document to also permit
if required the party
appointed to deal with the
person’s nutrition, clothing,
shelter, and other related
matters depending on the
individual’s situation. This
document can also specify
how you want to be treated
if you are terminally ill

without any hope of

recovery. The important
feature is the personis in
fact alive!

Upon death all Powers of
Attorney documents cease
to be of effect and the Will
becomes effective only at
the time. While a person is
alive, a Will can be changed
continuously but is of no

Legal Representation
or Independent Legal
Advice, whether or not
they utilize the
opportunity.

If they do not obtain
Independent Legal
Representation (I.L.R.) or
Independent Legal Advice
(I.L.A.) make sure the
lawyer has inserted an
Acknowledgement to be
signed by the employee
that they had the
opportunity to seek I.L.R.
or I.L.A. but decided not to
do so of their own choice.

effect until the death of the
individual. A Will of course
is a document containing
your instructions of what is
to happen on your death.
This includes everything
from having the party or
parties whom you leave in
charge of your Estate, to
carry out your instructions;
directing what is to happen
with your assets, in other
words who gets what; to
appointing a person or
persons to look after your
children who are not of
legal age if applicable (i.e.
Guardians); to setting out
specific burial and funeral
directions; to designating a
person who is to look after
your pets — all important
information. If you have not
prepared Power of Attorney
documents nor a Will and
you have started acquiring
assets and/or a family call
us sooner rather than later
S0 we can assist you onto
the right road in your estate
planning.

In conclusion, | feel that this
case serves to illustrate the
maxim “BE PREPARED.”

It is important that we are
always prepared to the best
of our ability for all situations
in life. | cannot emphasize the
necessity to think things
through thoroughly before
acting. Additionally, do not
slavishly use a standard form
--- it may or may not be
suitable for, nor applicable to
the specific issue at hand,
listen, and talk with other
people — in other words do
not talk at people, dialogue
with each other before acting
-- it generally works!




The Year in Review [continued from p. 1]

Canadians who do vote in
elections is disturbingly
low. | guess ultimately the
guestion is what comes first
the chicken or the egg; in
other words if we take the
time to pay attention to
election campaigns, listen
to and question candidates,
work for candidates we feel
we can support and identify
with, then maybe we will
have a better quality of
individual elected to office
to represent us!
Alternatively, should we
wait until such time as
there are more responsible,
thoughtful, qualified officials
in office which may cause
us to feel more inclined to
become involved in the
electoral process? | do not
have the answer but would
certainly be happy to
receive your feedback,
thoughts, ideas and
suggestions. Please send
me your thoughts either by
letter, fax, or e-mail to my
office.

The City of Toronto
municipal election resulted
in the crowning of Rob Ford
as Mayor who campaigned
on a platform of various
promises; openness,
transparency, instituting a
consultative process,
working harmoniously with
all elected members of
Council, and most
importantly getting rid of
the “gravy train”. He has
certainly been a
disappointment who rather

than creating a cohesive
team to run the City, has
created a very divisive
Council! Having been at City
Hall as long as he was prior
to being elected Mayor, he
certainly had or should have
had a more accurate view of
the City’s financial state ---
and known if in fact there
was or was not a real “gravy
train” which actually existed.
Why did he give business to
his family company to print
more expensive business
cards for himself rather than
having them printed by the
printer who printed business

cards for all other Councilors;

and then only after being
exposed publicly did he
agree to reimburse the City
for the excessive costs
incurred for his business
cards! Why did he make a
scene about the mandatory
10% cutback in spending for
all departments and then
totally acquiesced to the
Police Department’s refusal
to tow the line --- what is the
real story behind this
abdication of responsibility
and lack of backbone? He
promised there would be no
cutbacks in services and that
exactly is what is happening.
| wrote in my newsletter last
year that | believed Mayor
Ford was smart enough to
know what he had to do in
order not to be a one-time
Mayor — maybe | was wrong
in my assessment, or maybe
he is a latter-day Davey

Crockett who went down at
the Alamo; or U.S. Lt. Col.
George Armstrong Custer
who lost the battle with Chief
Sitting Bull at the battle of
Bull Run.

The Provincial election
resulted in a Liberal minority
government -- will this result
in a more responsible
productive parliament than
that of a majority
government, or one in which
the game of politics will be
played essentially in the
same manner and nothing
substantive will be
accomplished. Will the
Premier introduce more
taxes under various guises
and disguises as he did
following the previous
provincial election? | do not
believe the vote was
particularly a vote for Dalton
McGuinty, because of the
lack of evidence of
leadership and the lack of
any substantive election
platforms being put forward
by the other party leaders
causing voters to essentially
vote along the line “better
the devil you know, rather
than the devil you don’t
know!” Neither Andrea
Horwath nor Tim Hudak
made the impression
required on the electorate to
be elected Premier. Time
will tell whether this minority
government will be a
positive or a negative
experience for the people of
Ontario. The Federal
election resulted in a

majority mandate for
Stephen Harper and the
Progressive
Conservatives. However,
as we all know, Harper
essentially obtained his
mandate based on
significant support in
several sections of the
country, rather than
being elected by a cross-
section of voters across
the country. Being the
leader of a majority
government should be
an interesting
experience for the Prime
Minister after leading
several minority
governments. Will he
use and responsibly
exercise this mandate
for the benefit of all
Canadians — good or
bad only time will tell!




The World [continued from p. 2]

results of the war in
Libya in the elimination
of Moammar Gadhafi
hopefully will result in
positive long-term
benefits for all of the
Libyan people! On the
other hand it appears no
one wants to step in and
get involved helping the
Syrian people! What are
the behind-the-scene
politics in this case? In
Afghanistan we are
facing a similar set of
guestions and doubts —
has the financial and
humanitarian cost
resulted in any
significant improvement

in the lives of the Afghan
people? Of course the
elimination of Osama bin
Laden was a very positive
result emanating from the
war in Afghanistan.
However was the final
cost --- not only financial,
but the physical,
emotional, and
psychological effects on
the combatants who
fought for the Allies,
worth the end result?
Recent reports in The
Toronto Star, The
National Post and The
Globe and Mail relate
stories of Canadian
soldiers and the

The Fconoumic SIale [continued from p. 2]

looked upon as centres
of progress of these
areas. The sale and
exportation of our
resources will only carry
us so far. | am also of
the opinion that our
leaders in government,
industry, research and
education must re-focus
Canadians’ attitudes in

that not everyone must
be a “white collar worker
or professional” to be
considered a success!
We need to encourage
more young people to
understand and believe
that obtaining an
education with a focus on
obtaining mechanical,
construction, and other

The Team [continued from p. 9]

women and enjoying the
challenges of fulfilling
that role in addition to
her full-time studies.
Michelle is also keeping
up with the areas of
work and projects she
assists our office with;
namely working part-
time during her summer
on a wide variety of
matters, filing and
maintaining of our library

materials, maintaining
and updating our mailing
list, and working on
translating my
hieroglyphics in order that
they can ultimately be
translated into the
newsletter you are now
reading.

Anita who many of you
know and remember is
enjoying her partial
retirement but still

significant negative impact
on them physically,
mentally, psychologically,
and socially, as well as the
toll on and cost to their
families and ultimately on
Canadian society. This of
course is applicable to the
soldiers from all countries
who participated in the
effort to eradicate the
Taliban. While | am
supportive of all efforts to
eliminate terrorism,
sometimes the process
must be thought out so that
our actions are not merely
reactionary but in fact are
pro-active. | believe the
parties in charge have to

types of skill sets is very
positive, acceptable and will
provide them with good
employment opportunities. |
look at my own profession
where young graduating
lawyers in Ontario cannot
obtain articling positions or
in some cases jobs — yet
they are opening another
law school in the Province.
Meanwhile try to find a

handles some of our
bookkeeping functions and
is always there for me as
required. Her husband
David, and her children Erin
and Sean, are all well and
busy with their work.

Lastly, out-of-sight, but not
of mind are our other “team
members” namely:
Lorraine and her assistant
Debbie (our Corporate
Clerk) who are there when

think “outside-of-the-
box”. Let us hope for a
quick end to all the wars
and strife in the world be
they based on economic,
religious, philosophical
differences or otherwise.
| do believe that the end
of the road for some of
the World’s dictators and
despots provides some
minimal justification for
the costs incurred.

plumber, electrician,
bricklayer, heating
technician, etc. -- there is
a significant shortage.
Something is significantly
wrong with this picture!
This scene must be re-
focused sooner rather
than later.

needed and who from time-
to-time deal directly with
some of our corporate
clients. Lorraine works
directly with me on our
corporate commercial
transactions and in fact is
more well-versed in
corporate lawyers than
many corporate lawyers.
When | instruct Lorraine to

[continued on p. 13]




The Team [continued from p. 12]

more and more
recognition and positive
commentary! Some
individuals have

get the deal done it does
get done! Alison (our Title
Searcher and

given greater responsibilities,
he recently was given a larger
office; as Darren explains, so
that he can handle more work

edition is expected to be
available in the Spring of
2012. Some of my clients,

Conveyancer) who not
only does an excellent
job, is one of the best in
her field, and is always
there to assist and
address any issues that
may arise in connection
with any and all of our real
estate transactions. Alison
has also worked with me
for approximately 30
years.

While it may sound
repetitious, it is the loyalty,
dedication, commitment
and support of all
members of our team
which results in our
success in providing you
with the quality and
professionalism of the
legal services we provide.
This applies to each and
every file, whether big or
small, complicated or
uncomplicated, in Toronto
or anywhere else, from A-
Z each and every one of
you is very important to
me and my team.

THE FAMILY

On my personal home
front, my wife Judi has
been primarily occupied
with her elderly mother
which is to a large extent
almost a full-time job --
but otherwise she is well
and a great support! Our
son Darren has now been
associated with The Klein
Law Group in New York
City for approximately 1%
years and seems to be
thriving in the environment
of that office. Not only is
he getting excellent
experience and being

and have space for his
additional files. In visiting

Darren’s office in September,

we had the opportunity to

meet one of Darren’s bosses

as well as the other staff
members of their firm. | was
taken aback when Darren’s
own secretary talked about
“her boss being a nice
person!” What | was taken
aback by were the words

about Darren being a boss ---

little kids grow up! He
continues to provide us with
happiness, pride, and
satisfaction. For those who
inquire from time-to-time, he
is still single and eligible.

Most importantly he has been

able to assist some of our
clients in need of American
legal representation by

providing referrals to suitable
lawyers throughout the United

States. This is a result of his
building a vast network of
contacts with American

lawyers ensuing from his time

at Cornell University in the
School of Industrial Labour
Relations and being a
graduate of Vanderbilt Law
School.

THE BOOK

| am pleased to announce
that Lexis/Nexis, the

publisher of the book which |

co-author with Rosemary
Bocska, has contracted with
us to provide a new updated
3rd edition of that book

entitled Legal Responsibilities

of Real Estate Agents. They
report that the sales of the
2nd edition reached levels
that exceeded their
expectations. This new 3rd

including real estate agents
and lawyers who | act for in
connection with their own
legal affairs, have provided
very positive feedback as
well as constructive
criticism, and suggestions
which are always
welcomed. The publisher
will provide some discount
on larger orders. For more
details, the publisher can be
reached at: 1-800-668-6481
or at 905-479-2665 or
online either by e-mail at
orders@lexisnexis.ca or at
www.lexisnexis.ca/
bookstore.

MY TEACHING

In connection with my
teaching seminars in
addition to the numerous
credit course seminars |
present for a number of
member offices for the
Toronto Real Estate Board |
have taught credit course
seminars in the past year
for Brampton Real Estate
Board, Realtors Association
of Hamilton-Burlington,
Realtors Association of
Grey Bruce Owen Sound,
Muskoka and Haliburton
Association of Realtors, and
Brantford Regional Real
Estate Board. In 2012 | will
be teaching for other
Boards and offices including
Kawartha Lakes Real
Estate Association and
Ledgers Education Centre
Newmarket.

OUR LOGO
Our signature logo “YOUR

LEGAL COMPASS” is
slowly but surely gaining

commented on its
originality and suitability to
the manner in which | try
to work with my clients. |
would be remiss in not
thanking those of you
have been pleased with
our work and efforts on
your behalf for referring
family, friends, and other
acquaintances to our
office. The wide circle of
referrals from existing
clients, friends, business
associates, real estate
agents, mortgage brokers,
financial institution
managers, lenders and
even other lawyers is
sincerely appreciated and
not taken for granted.

Last but not least to each
and every one of you and
your families, relatives,
and friends throughout
the world from all of us at
2 St. Clair Avenue East, a
year of total world peace,
no strife, success,
prosperity, and most
importantly good health!
Please take care, drive
safely and enjoy a happy,
fulfilling, and safe new
year.

With best wishes,

MARTIN K.I. RUMACK




Martin K.I. Rumack
Barrister, solicitor

2 St. Clair Ave. E.
Suite 202
Toronto, ON
MAT 2T5

PHONE:
416 961 3441

FAX:
416 961 1045

E-MAIL:

martin@martinrumack.com

Find us on the Web!

www.MartinRumack.com

What is Happening at 2 St. Clair Avenue East - and in
the Real Estate Markets Too

One year later andhere issome uplating to report about the homeaway-
from-home. Firstly, we havedd the office redecorated giving it a new fresh
look and feel Thankgo my staff and their excellent teamwork and
organizational skills,and the assistance of our landlord and their
contractors, work started at 4:00 p.nmon a Friday evening and we wetsck
up and running on Monday by 9:00 a.nSecondly, we have again upgraded
and updated our computer system i
courant” .

Needless to say the real estate markeafter a slowdown of several mohs
from the latter part of 2010 until approximately late April 2011-cameback
in full force and even at the time of my writing this newslettéxhich is in
the latter part of Decembeérstill appears to be quite active for properties
which are properly priced. | understand in spkiag to some agents,
properties which are priced in excess of several million dollars are for the
most part moving very slowly, if at all.

Of course the fact that interest rates for mortgages have remained gener3
low is helping to keep the real estatearket moving in the residential,
commercialandindustrial segments. | am also seeing increased activity in
the commercial leasing market.

Finally, with more and more American and several European chains comi
i nto Canada i n g e n éanaldrsesh@eingarticutar, ig
is resulting in an active market in this area of real estate as well.

About the law firm of Martin K.1. Rumack

The law firm of Martin K. I. Rumack has over 30 years of experience in:

Real Estate Law
Corporate/Commercial Law
Wills/Estates/Powers of Attorney
Family Law

Drawing on his extensive knowledge and attention to detail Martin brings a personalized approach to each and every
case. Whether you're an individual or a corporation, big or small, dealing with the intricacies of the law can involve
complicated issues and difficult decisions. Martin K. I. Rumack will help you protect your interests by outlining your
options and providing you with the solution.

If you need a lawyer in Toronto call the law firm of Martin K. I. Rumack
at: (416) 961 3441 or send an e-mail: martin@martinrumack.com




