AIM insights

Estate planning using Alter Ego/
Joint Partner Trusts

Tax proposals introduced in December 1999 and passed into law
in June 2001 contain measures that provide new flexibility in
estate planning to individuals 65 years of age or older. Two new
types of trusts, “Alter Ego” (if set up by an individual) and
“Joint Partner” (if estabiished by partners) now exist. The term
“partners” will be used throughout this bulletin, and includes
legally married spouses or common law partners, either of the
same or opposite sex.

Depending on individual situations, there can be advantages in using these trusts to
structure estate assets and control the furure use of property. These trusts can also be

useful as a complement to wills or substitute decision-making documents (e.g., pawers

of attorney, mandates for incapacity and representation agreements).
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Conditions for setting up Alter Ego or Joint Partner Trusts:

* Individual(s) setting up the trust must be at least 65 years of age
* Trust must be set up after 1999

* The individual, or for Joint Partner Trusts, the individual and his or her spouse, must
be entitled to receive all of the income from the trust until the time of death of the

individual or the death of the second of the two partners

* Alrernare (“conringent”) beneficiaries can be named to inherit the assets in the trust

upon the death of the settlor or the last to die of the parrners
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c. Protect against estate litigation

Provincial legislation for dependent relief and family law allows spouses, children or
other dependents to make a claim against the estate if they feel they have been treated
unfairly under a will. In addition, in some provinces, a spouse can elect to take an
entitlement under family law and, by doing so, can change all or some of the terms

of a will. Currently, these provincial laws do not apply to trusts.

. Trusts as alternatives in incapacity planning

Alter Ego and Joint Partner Trusts can be used as alternatives to powers of attorney
(Representation Agreements in British Columbia and mandates in the event of
incapacity in Quebec). The individual who sets up the tust {the “settlor™) can act
as the original trustee or as one of two or more trustees. The trust document should
include a provision for a trustee or trustees to carry on if the settlor becomes
incapacitated or dies. Where no such plans exist, control over individual personal
and financial affairs may be decided by provincial law. For more information about
incapacity planning, please refer to our tax & estate info page, Incapacity — planning
ahead helps.

An Alter Ego or Joint Partner Trust can be used instead of traditional incapacity
documents to avoid delays in appointing a substitute decision-maker and to ensure
continuity of asset management through incapacity andfor death. Unlike other
incapacity documentation thac sometimes contains only a brief description of the
duties and powers of the representative, the trust agreement very clearly sets out the
duties and powers of the trustee.

These powers extend through incapacity and, unlike some powers of attorney, continue
in the event of death. Assets held in the trust will be managed by the trustee and can
include assets located in more than one province, whereas a power of attorney may
not be accepted outside the individual’s province.

AIM insights

Alter Ego.max



Other issues to consider

As with any aspect of estate planning, these trusts are not necessarily the best option
for everyone. There are some issues that should be kept in mind when considering

this strategy:

® The cost of setting up and running the trust (i.e., set-up fees, professional fees for legal
and accounting advice and tax reporting) may not be worthwhile if assets can be dis-
tributed efficiently through other estate planning strategies

¢ If an individual plans to include private company shares or qualified farm property in
the trust, hefshe needs to keep in mind that the $500,000 capital gains exemption is

not available to the trust on a subsequent sale to the property

Summary

Due to changing laws and taxation rules, seniors are looking for alternatives to the
traditional will and powers of attorney to maintain or distribute assets built over a
lifetime. Individuals interested in setting up an Alter Ego or Joint Partner Trust should
talk to their financial advisor to explore all options available for an effective and

efficient estate plan.

Estate planning using Alter Ego / Joint Partner Trusts is not intended to provide legal, accounting, tax
or specific investment advice. If such advice is required, the services of a competent professional
should be sought before any action is taken. The information presented was obtained from sources
believed to be reliable; however, AlM Funds Management Inc.-cannot represent that it-is accurate or
complete. Designed and paid for by AIM Funds Management Inc.

AIM Funds Management Inc. assumes no responsibilty for any losses, whether direct, indirect, special
or consequential that arise out of the use of this information. This information is subject to change
without nofice.

AIM, AIM FUNDS and the AIM FUNDS logo are trademarks of A | M Management Group Inc. and are
used under licence by AIM Funds Management Inc. TRIMARK, TRIMARK INVESTMENTS and the
TRIMARK INVESTMENTS logo are trademarks of AIM Funds Management Inc. MKEPAEE(08/02)
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AlM - Funds Management Inc.
(AIM) is one of Canada’s largest
mutual fund companies with
over $34 billion* in assets under
management. A subsidiary of
U.K.-based AMVESCAP PLC, one of
the world’s largest independent
investment  managers,  AlM
employs mare than 900 people in
its Calgary, Montreal, Toronto
and Vancouver offices.

AMVESCAP is dedicated to
helping people worldwide build
their financial security, offering a
broad array of investment solutions
and services to individuals and
institutional investors in 150
countries. Its securities trade on
the London, Frankfurt, New York,
Paris and Toronto stock
exchanges. AIM and its associated
companies under the AMVESCAP
umbrella draw on the talents and
expertise of more than 550
investment professionals in more
than 25 countries to manage over
$600 billion* in assets worldwide.

*As at December 31, 2001

AIM Funds Management Inc.
5140 Yonge Street, Suite 900 Toronto, Ontario M2N 6X7

Telephone: 416.590.9855 or 1.800.874.6275
Facsimile: 416.590.9868 or 1.800.631.7008

inquiries@aimfunds.ca www.aimfunds.ca
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