
 
 
Manulife Series-T Mutual funds.  
When the ACB = 0 
 
 
Series-T funds can provide a stable cash flow for many years. But what happens when all 
of the original investment has been returned as tax efficient return of capital? 
 
When the ACB or adjusted cost base equals zero, there are a few options to consider. 
 
First, let’s look at the scenario from the previous video. 
 
An initial 200,000 investment with a 6% average annual return paying a 6% per year 
distribution would provide an average after-tax income of $11,400 per year for 19 years1. 
At that point the ACB would equal zero. 
 
The total amount received over that period is $216,600, after tax. At this point the ACB 
will be 0 but the market value of the investment will still be approximately $200,000. 
 
If the investor was to cash out the full amount that would trigger a capital gain of 
approximately $40,000 based on a 40% marginal tax bracket. However, there are three 
more tax friendly options to consider: 
 
One, continue with a reduced cashflow. The income payments can be continued but they 
will be taxed as capital gains. This will reduce the monthly payment by about $2,100 
dollars annually.  
 
Two, move the Series-T fund assets to a different class of the same fund. The cash flow 
will stop but taxes will be deferred until fund units are sold triggering a capital gain. 
Ultimately, the assets will face a deemed disposition when the holder passes away. 
 
Three, a charitable donation could be made in the amount of $67,000. The investor 
would receive a charitable donation credit in the amount of approximately $26,800 
(depending on the province). The remaining $133,000 could be cashed out of the fund 
and the tax credit would offset the approximately $26,600 in capital gains owing on the 
sale. 
 
Series-T funds from Manulife Asset Management can provide a tax efficient income 
stream, while helping investors reach other goals such as retirement or philanthropy. 
 
Speak to your advisor to learn more. 
 
 
Copyright Manulife.  The opinions expressed are those of Manulife Investment Management as of the date of this 
publication, and are subject to change based on market and other conditions.  
The information and/or analysis contained in this material have been compiled or arrived at from sources believed to 
be reliable but Manulife Investment Management does not make any 
representation as to their accuracy, correctness, usefulness or completeness and does not accept liability for any loss 
arising from the use hereof or the information and/or analysis contained  
herein.  Manulife Investment Management disclaims any responsibility to update such information. Neither Manulife 
Investment Management or its affiliates, nor any of their directors, officers  

 
1 Assumes a marginal tax rate of 40 per cent, and taxable distributions of $1,500 per year and ROC 
distributions of $10,500 per year. 



or employees shall assume any liability or responsibility for any direct or indirect loss or damage or any other 
consequence of any person acting or not acting in reliance on the information  
contained herein.  
  
All overviews and commentary are intended to be general in nature and for current interest; the information provided 
reflects the views of the author and are not to be construed as  
investment advice. While helpful, these overviews are no substitute for professional tax, investment or legal advice. 
Clients should seek professional advice for their particular situation.  
Neither Manulife, Manulife Investment Management Limited, Manulife Investment Management, nor any of their 
affiliates or representatives is providing tax, investment or legal advice.  
Past performance does not guarantee future results. It is not possible to invest directly into an index. This material 
was prepared solely for informational purposes, does not constitute an offer  
or an invitation by or on behalf of Manulife Investment Management to any person to buy or sell any security and is no 
indication of trading intent in any fund or account managed by  
Manulife Investment Management. No investment strategy or risk management technique can guarantee returns or 
eliminate risk in any market environment. Unless otherwise specified, all  
data is sourced from Manulife Investment Management. 
 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund 
investments. Please read the fund facts as well as the prospectus before investing.  
Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. 
  
The payment of distributions is not guaranteed and may fluctuate. If distributions paid by the fund are greater than 
the performance of the fund, then your original investment will shrink.  
Distributions should not be confused with a fund’s performance, rate of return, or yield. You may also receive return of 
capital distributions from a fund.  Please consult with your tax advisor  
regarding the tax implications of receiving distributions. See the fund facts as well as the prospectus for more 
information on a fund’s distributions policy. Monthly distributions are based on a  
target distribution rate of the net asset value per security of the fund determined as at December 31 of the prior year. 
 
This information does not replace or supersede KYC (know your client) suitability, needs analysis or any other 
regulatory requirements in any jurisdiction. 
 
  
Manulife, Manulife Investment Management, the Stylized M Design, and Manulife Investment Management & Stylized 
M Design are trademarks of The Manufacturers Life Insurance Company  
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