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WHAT ARE YOU PAYING YOUR INVESTMENT ADVISOR TO MANAGE

YOUR PORTFOLIO?

Fees paid to investment advisors can be
significant and in some cases may represent
a substantial portion of the investor’s gross
return. It is important for the investor to
understand the amount and structure of the
fees being paid. It is therefore recommended
that investors ask their advisor for a written
list of services they are paying for.

How investment advisors are paid depends
on the type of investment. With equities,
they can charge the investor either a
commission on each trade or an annual fee.
A commission may be a fixed amount or a
percentage of the total transaction, based on
the price of the share being bought or sold,
while a fee is a percentage of the portfolio
being managed. With fees, investors can
make several transactions per year without
paying commission on the transactions.
Fees for non-registered accounts are tax
deductible. Commissions are not directly
deductible but are instead added to the cost
basis of your investment or will reduce the
gain or sale.

With mutual funds, many investors believe
they are not paying fees; however, the
management fee is calculated and deducted
inside the mutual fund itself. The
Management Expense Ratio (MER) varies
between funds (usually between 2.3% and
2.8% for a typical Canadian balanced fund),
and is applied by the mutual fund company
against the fund returns. There may also be
other fees on top of the MER that the mutual
fund company charges. The investment
advisor receives compensation out of the
MER of the fund, not from the investor.

Three different ways investment advisors
can earn compensation by selling the same
mutual fund are:
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1. Deferred Sales Charge (DSC) or
Back-End Load — Example: On a
typical Canadian balanced mutual fund,
the investment advisor receives a 5%
commission, paid up front by the fund
company out of the MER, then an
annual 0.5% commission or “trailer.”
The investor is locked in for six years,
and is subject to a fee for early
redemption, payable to the mutual fund
company. The investor may change
funds within the same fund family
without having to pay the early
redemption fee.

2. Low Load — This is similar to the
DSC, except the investment advisor is
paid a 1% up-front commission, then a
1% annual trailer. The investor is
locked in for a two-year period, and is
also subject to early redemption fees.

3. Front-End Load - Investment
advisors receive no up-front
commission from the fund company,
but receive a 1% annual trailer out of
the MER. They can charge an up-front
commission directly to the investor
(usually between 0% and 5%). There
is no lock-in period, and the investor
can sell the fund at any time.

It is also important for investors to ask
their investment advisor for an Investment
Policy Statement (IPS) - a document of
understanding that addresses the

investor’s financial resources, needs,
goals, risk tolerance, etc.,, and also
outlines roles, responsibilities and

expectations of both parties.

The statements and statistics in this article are based on material
believed to be reliable, but we cannot guarantee they are accurate

or complete. This article, prepared by Brent Villeneuve, TD
Waterhouse Investment Advisor, is for informational purposes
only. Particular investments or trading strategies should be
evaluated relative to each individual’s objectives in consultation
with the Investment Advisor.
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COLLABORATIVE FAMILY LAW—THE NEW “SMART DIVORCE”
NEGOTIATIONS TO PREVENT A FINANCIAL MELTDOWN

Author: Christopher Arnold, BA, LLB — Mann & Partners, LLP

When significant relationships come to an
end, it is critical that spouses pause to
carefully consider their process choices.
Financial and emotional disaster can be
avoided if negotiation and settlement are
prioritized over positional bargaining and
court posturing where sometimes settlement
only seems to be an afterthought.

Collaborative Family Law (“CFL”) is a new
negotiation process where separated spouses
directly negotiate their family law issues in a
safe, respectful, lawyer-supported meeting
environment. The lawyers are specially trained
to collaborate to ensure respect for
communication rules, provide legal advice,
support their clients, and keep the activity
focussed on productive discourse, information
exchange, and option analysis. The goal is the
discovery of the best possible solution for the
parties, as they define it, followed by the
completion and execution of a written separation
agreement. What is it all about?

The lawyers are different - Your lawyer may
not act like you expect them to! They listen, and
want to know what you want. They try to avoid
positions, and instead seek to have everyone
explore the different facets of an issue together.
The communication is face-to-face — no hiding
behind the nasty letters and affidavits. They
brainstorm — unleashing their creative power and
the “law model” is only one solution. It is
important to know what the law looks like, but
unless that is the best solution for the parties, it
isn’t chosen by default.

The lawyers are in it with you - Everyone
(including the lawyers) signs a written
commitment to settlement outside of court. If
the process fails, the lawyers must withdraw.
This key distinguishing point makes the
motivation and goals of all participants singular
and congruent: settlement, and nothing but.
Counsel are self-interested in settlement. If the
negotiation fails, the lawyer gets fired! This
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guarantee lets the client viscerally feel that “my
lawyer is in this with me,” and assuages a deep
client fear that they may be lead down into the
“divorce from hell.”

It ain’t easy — CFL is not lawyers and clients
holding hands and singing “Kumbaya” while
dancing around a burning pile of legal rights. It
is for those who can take ownership and
responsibility  for their relationship and
separation and who want more control over the
terms of their agreement. It demands direct
negotiation with perhaps the last person in the
world the spouse wants to see — the other
spouse.

It ain’t mediation - CFL is not a co-mediation.
There is no neutral in the room. The two
collaborative lawyers, working together (what a
concept!) control the process, keep the
communication respectful, make sure each
outstanding issue gets explored and addressed
fully. Each lawyer is also partisan counsel to
their _own client, fully available to answer
questions, develop options, guide and advise.
This addresses a concern of some mediation
clients, who feel awfully alone and unsupported
in the mediation process, and often fear having
to take the product of the mediation back to their
counsel and possibly hear how bad a job they
did.

It works — No process can guarantee success,
but the experience locally, provincially,
nationally, and internationally, has been
overwhelmingly positive. CFL isn’t therapy, but
it can be therapeutic. Done right, the
negotiations are efficient, respectful, dignified,
and generally faster and cheaper (not cheap, but
cheaper) than if that same matter had been
“resolved” by court litigation.

You can connect to more resources about this
divorce method at www.collaborativepractice.com
and find Vancouver CFL counsel at
Www.nocount.net

lawyers.com), & Pr Ontario Collaborative Law Federation
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New approach to
separation/divorce
hopefully will reduce
financial and
emotional disasters.
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It’s almost that time of the year again!
Many of the tax receipts you’ll need to
complete your 2005 tax return are likely
already filed away in your tax receipt
“shoe box.” Now all you have to do is
organize them, right?

A simple tax receipt filing system is
really all you need. Organizing them
sooner vs. later could save you time,
money, and lots of aggravation.

Expenses

Depending on the date that you are
reading this, you will have already
received, or will soon receive our T1
Personal Tax Return Organizer envelope.
It will detail for you the information
required, but a simplified list is provided
here as a reminder. Please refer to the
organizer envelope for a comprehensive
list:
e Medical receipts showing payment
dates

Charitable donations
pledge forms)
Cancelled cheques and agreement for
child and spousal support

*

receipts (not

* * * * * *

KNV Expands To The Interior
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GETTING READY TO COMPLETE YOUR PERSONAL TAX RETURN

Author: Bruce Johnston, CA, CFP, TEP — Tax Partner, Ginsberg Gluzman Fage & Levitz, LLP

Moving expense receipts

Investment gains and loss transactions
from the broker

Detail of other gains and losses and
supporting detail of proceeds,
historical costs, and disposition costs
Automobile costs, including business
versus personal kilometres.

RRSP contribution receipts

Interest and investment costs from
bank/broker

Tuition slips (check university web
sites)

Income

T4 employment
T5 investment
T5013 partnerships
OAS/CPP

Rentals
statements
T3 for trust income.

and self-employment

Although most slips are available by
February 28th, T3 and T5013 slips are

not required to be mailed out until
March 31st.
* * * * * * *

*

If you have bank “trust” accounts for
your children, you should ensure each
child’s social insurance number (SIN) is
registered on their respective account.
The Canada Revenue Agency (CRA) is
matching the SIN on the T5 and T3 slips,
and, if your SIN is on your child’s
account, the CRA may include the
amount in your income and force you
prove it is not your income.

If you, subsequently, find an unreported
2005 income receipt, please let us know.
The CRA could penalize you if a slip is
missed, and then another slip goes
missing within the next three years.

The preferred method of filing personal
tax returns is e-filing. If you decide to
e-file your return, the CRA may send you
a “pre-assessment” request for receipts
before they will assess your return.
While it is considered an “audit,” if they
are only asking you to provide receipts
(the same as you would have with paper
filing), it is just a check-up procedure.
That is why we must be given the actual
receipts before the return is e-filed.

* * * * * * *

We are happy to announce the opening of our Kelowna office at:

Suite 200-369 Queensway Avenue,

Kelowna, B.C. V1Y 8E6

A

Please contact Alix Larsen at (250) 861-5300 or 1-800-761-7772
if you or your contacts require assistance in the Kelowna area.
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THE INFORMATION PROVIDED IN THIS PUBLICATION IS INTENDED FOR GENERAL PURPOSES ONLY. CARE HAS BEEN TAKEN TO ENSURE THE INFORMATION HEREIN IS ACCURATE;
HOWEVER, NO REPRESENTATION IS MADE AS TO THE ACCURACY THEREOF. THE INFORMATION SHOULD NOT BE RELIED UPON TO REPLACE SPECIFIC PROFESSIONAL ADVICE.




