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Tax Loss Selling

When it comes to selling investments, the old saying goes; BUY LOW,
SELL HIGH! Tax loss selling is one of the very few reasons you may
consider actually selling low.

Tax loss selling is a tax strategy to minimize capital gains realized from
other sources. It can include losses from the sale of assets such as
segregated and mutual funds, stocks and property including rental
property, but not a principal residence or a family cottage. Tax loss selling
only applies to investments outside your Registered Retirement Savings
Plan (RRSP) or Tax Free Savings Account (TFSA).

You can offset your capital gains against capital losses. While no one
likes selling a stock at a loss, it can make sense when the stock no longer
meets your investment objectives — and you can use the loss to reduce
your taxes. It is important to identify which assets are suitable candidates
for tax loss selling.

Tax loss selling usually takes place at year-end, when an investor knows
his or her net taxable capital gains for the year. Capital losses realized
during the year offset capital gains realized during the year for a net
capital gain or loss. A net capital gain is taxable in the year. A net capital
loss may be carried back 3 years or forward indefinitely to apply against
net capital gains.

With tax loss selling, the selling transaction must settle before the last
business day of the calendar year (given a three business day settlement
period). For example, the deadline for 2016 is Friday, December 23rd. In
addition, you should be aware of the “superficial loss rules” (e.g. do not
purchase or repurchase the assets on which you had lost money on sale
within 30 days before or after the sale). You may want to consider buying
similar but not identical securities.
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Tax Loss Selling

Superficial Loss Rules

If you sell a security to trigger a loss, and you or an affiliated person (for example your spouse, a corporation

you control or a trust of which you are a majority interest beneficiary, including a Registered Retirement Savings
Plan (RRSP) or a Tax Free Savings Account (TFSA) whether as a contribution or as an asset swap.) purchases an
“‘identical security” within 30 calendar days before or after the sale date, and that person still owns that security 30
days after the sale date, then the capital loss is denied to you and added to the cost base of the affiliated person
who bought it. This rule also applies if you or the affiliated person buys an option or right to buy the security that
was sold.

Shares of competing companies within an industry should not be considered “identical securities” for purposes of
the superficial loss rules, while index funds, which track the same index, would be considered “identical securities”
under the superficial loss rules.

Tax loss selling can be complicated and is a somewhat sophisticated strategy. If some of these examples apply to
you, seek some input from either a financial advisor or the STEUP UP team to discuss how to make the strategy
work for you.

Empire Life Investments Inc. is a wholly-owned subsidiary of The Empire Life Insurance Company. Segregated fund contracts are issued by
The Empire Life Insurance Company. Empire Life Investments Inc. is the Portfolio Manager of the Empire Life segregated funds.

This document reflects the views of Empire Life Investments Inc. as of the date published. The information in this document is for general information
purposes only and is not to be construed as providing legal, tax, financial or professional advice. Empire Life Investments Inc. assumes no responsibility for
any reliance on or misuse or omissions of the information contained in this document. Information obtained from and based on third party sources are
believed to be reliable, but accuracy cannot be guaranteed. Please seek professional advice before making any decisions. A description of the key features
of the individual variable insurance contract is contained in the Information Folder for the product being considered. Any amount that is allocated to a
Segregated Fund is invested at the risk of the contract owner and may increase or decrease in value.
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