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I]PRAIRIES

ILLIAM AND EDITH SMITH*
had been travelling to
Mazatlan for annual vaca-
tions. The small Mexican ciry had
become a favourite destination and they
wandered whether it would be possible
to retire there given all the tax and legal
1ssues surrounding non-residency.
The Smiths contacted advisors Cam
MecIntosh, Rod Burylo and Dave
Appleton for assistance. While each is
licensed by different dealerships, they
combined their planning strengths to
deliver a specialized service for Canadi-
ans preparing for non-residency.
William, 67, and Edith, 64, were
in relarively sound financial condition.
First, thC}' would have to prove to the

CRA that their move to Mexico was

permanent and had a valid purpose.
Accordingly. Melntosh, Burylo and
Appleton advised the Smiths to sever
their primary and secondary tes to
Canada. These ties included prrscma[
property, provincial health plans,
social memberships, Canadian-regis-
tered automobiles, telephone listungs
and newspaper subscriptions.

The couple set up new credit and
banking arrangements in Mexico while
matntaining one bank account in
Canada so they could receive income
payments from various retirement plans.

At the advisers’ recommendartion,
Edith converted her RRSPs to RRIEs
to reduce the withholding rax from
25(}{1 Ta }Snir

To support the case for

residency, the couple kepr documenta-
tion of their departure date, and estab-
lished their Mexican telephone listing,
banking arrangements. property lease
and urilities, auto m\-'nt‘rshfp. driver’s
licences. furniture and clothing through
Mexico immigration.

As part of their exir, William and
Edith would also be required to com-
plete final T1 rax returns. As they were
lcaving Canada, F]'LC},‘ would have a
deemed disposition on cerrain types of
properties, so capital losses or gains
would have to be reported and any rax
credics would be pro—mfed. This tax
would be their “deparrure rax.” Edith’s
shares had a2 deemed disposition,

producing a capiral gain of §12,300.
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But their RRSPs, RRIFs, RPPs and

Principal residence would nor atrracr

such taxation on departure.

The advisors informed the Smiths
the CRA would only rax incomes
sourced in Canada. These included any
bank interest. dividends from Canadian
companies, rental income. RRSP or
RRIF withdrawals and any periodic
pension mcome,

In all cases, the advisors recom-
mended the Smiths tell the payers about
their non-resident sratus so income
would be declared on NR4 slips rather
than T35 or T3 slips.

To provide a comfortable income,
Mclnrosh, BL!T."\'i(l and ,-'-"'spplcmn recom-
mended the Smiths sell cheir $600,000

home and pay off the $80.000 hLne of
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credit. Including their $20,000 m cash
savings, Lhu}-‘ would have $340,000.
From this, they invested $140,000 in a
secure and liquid savings vehicle, and the
r'cma."ning £400,000 in a no r‘|—i‘cgisr€rtd
investment portfolio.

After cumpchEng a risk and return
profile questionnaire, the portfolio was
Compuzacd of 109 cash, 25% debt
instruments, 40% Canadian blue chi'p
equity and 25% US. L?]ubchip equity.
The advisors also

suggested  the

C;lnadi;m—rcgiswrcd PL)I'EE}!EL)S be stmi-
i_:n']}' allocared.

Using the estimared return for these
portfolios, as well as the registered and
government income plans, the advisors
were able to model William and Edith's
retirement incomes.

In Edith’s case, the circumstances
would be \'i'rLuallj.' identical, with a
RRIF income of $20,000 per year
instead of a pension. Her monthly net
income would be appl‘exirml[el_r 53.780.
C]wusing Imn—ru‘sidmc_\' would umprove
the Smiths’ income 'D.}' 5512 per month,
per person. [hat works out to $12,288
for the year.

At the same time, the advisors con-
ducted research on the Smirchs' esri-
mated cost of living in Mexico. They
presented three scenarios with complete
cost breakdowns.

The outcome showed the Smiths
would require $2,500 as a mintmum
monthly income if they planned to rent
their home. If they wanted to buy prop-
erty, theyd need a minimum of $2,215
a month for a comfortable Iif_esr:.']v
and 54,004 a month for a very com-
fortable ]i'r_c-stj.'lc. Because their esti-
mared momh[‘\.' a"_amiiy‘ Income was
§7,500, the Smiths felt confident they
could live very comtortably in Mexico.
Therefore, thc—}' decided to rent prop-
erey iIliLi;lil}' while getting to know the
local realrors.

The couple updated their Canadian
wills and powers of artorney and the
advisors also suggested they create
a Mexican lcgau:}' will to cover their
Mexican assets.

["inalll\'. the

recommendartions should the Smiths

advisors  provided

ever decide to rerurn to Canada

permanently.
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