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Case Study: Business Estate Planning  

Learning Objective: 

 Understand and explain the planning needs and opportunities for owner-managers. 

 Explain how estate plans are tailored to a business owner's situation. 

 

The Facts  

Fifty-eight-year-old Theresa is a widow and sole owner of an unincorporated business. She 

operates a consulting firm out of the house she owns that has been converted into an office 

complex solely for the purposes of housing her business. She has another house in Halifax in 

which she lives.  

 

The business property was purchased for $240,000 and currently has a fair market value of 

$450,000 ($180,000 for the building and $270,000 for the land) and growing. The UCC for the 

building is currently $120,000.  

 

Theresa hopes to retire no later than age 65, at which point she wants to turn the business over 

to the older two of her four children, aged 34 and 31, who currently work in the business with 

her.  

 

Theresa has two younger adult children who have no affiliation with or interest in the business. 

The business has about $150,000 of equipment (ACB of $180,000 and UCC of $82,000) in 

addition to the building. 

 

Neither Theresa nor any of her children has ever used any of their lifetime capital gains 

exemption (LCGE). The business generates a net (pre-tax) income of $800,000 a year, $300,000 

of which is used by Theresa, with $150,000 being paid to each of the children who work in the 

business. The other $200,000 is taxed in Theresa’s hands as a sole proprietor, even though she 

does not require it to live on. 
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On the assumption that Theresa would no longer be involved in the business after retirement, it 

is estimated to be worth about $1,500,000, exclusive of its capital assets. Theresa expects her 

two eldest children to take over the business when she retires (she will have enough 

income/assets to live comfortably in retirement) and to carry it on after her retirement and 

eventual death.  

 

The two children not involved in the business are both in university full-time and have annual 

incomes of less than $20,000 each. Theresa has come to you seeking advice on how to reduce 

taxes, now and at the time of her death, and how to best structure her estate to be fair to all of 

the children. 
 

Question 

Offer three recommendations, with possible income tax ramifications/advantages, that could 

help Theresa to achieve her objectives (you have already advised her that any suggestions with 

legal/tax implications should be referred to the appropriate expert advisors). 

 

Reference 

 257 Advanced Estate Planning Study Guide  (Study Unit 4) 

 Wealth Planning Strategies for Canadians, 2019 Edition (Chapter 9 and 16) 

 Estate Planning with Life Insurance, 6th Edition (Chapter 5) 
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