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The Tax & Legal Considerat




Today’s Facilitator

HATIM TICHOUT

Regional Advisor, RBC Cross-Border Banking & U.S. Home Equity
Financing

Bringing more than 21 years of diverse experience in the banking
industry across Canadian and U.S. markets, he has built a strong
background in retail, commercial, and real estate banking. His career
has also seen him in various business and sales leadership roles in
Canada. He is passionate about assisting Canadian buyers looking to
invest in the U.S. market and currently serves as the RBC Bank
Regional Advisor for Eastern Canada. He holds a Bachelor’s degree
in Economics.
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LIFE CYCLE OF US REAL ESTATE
OWNERSHIP

A Primer for Canadian Snowbirds and Investors

Jonah Spiegelman, J.D.
Polaris Tax Counsel

Vancouver, BC
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Preliminary Considerations — getting ready to buy

 What is the purpose of the investment?

Lifestyle choices
Rental Income

Capital gains investment

* Understand the target market
Where do you want to be?
How are you financing the acquisition?

How long do you expect to hold the property?
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Buying US Real Estate

Assembling the team — realtor, accountant, lawyer, banker

Understand the role of Escrow

What is title insurance?

When do you need to decide on the preferred holding structure?
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Options for Holding Title to US real Estate

* Personal Name(s) * Partnerships
* Simple and inexpensive * Can provide tax efficient revenue
* No built-in estate planning * Provides liability protection
No liability protection * Uncertain estate tax treatment
* Trusts
« Revocable or Irrevovable? * Corporations
* Generally better for personal use home * Solid liability protection
* Provides excellent estate planning benefits * Usually not tax efficient
* Competent drafting of documents is key * May be only choice if using corporate

funds for purchase
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Selling US real estate

Foreign Investment in Real Property Tax Act (FIRPTA) + state equivalent

 Gains are taxable in both Canada and the US

Be aware of foreign currency fluctuations

Do you need a US notary?

Timing issues related to withholding and refunds.
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Succession of US Real Estate

* Probate and Incapacity
 US Estate Tax vs Canadian deemed disposition on death

* Next generation planning — beneficiary deeds, trusts and wills
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C Matt C. Altro is President & CEO of MCA Cross Border Advisors Inc. Matt is a
CROSS BORDER CERTIFIED FINANCIAL PLANNER in Canada as certified by the Financial Planning
* ADVISORS Inc. Standards Council, a Certified Financial Planner in the US with the US CFP

Board, a Quebec Financial Planner with the Institut québecois de planification
financiére, and obtained the TEP designation from the Society of Trust and
Estate Practitioners. He is a graduate of McGill University, Faculty of
Management, and is completing his Masters of Business Taxation at the
University of Minnesota.

Matt has specialized and in-depth knowledge with respect to cross border tax
and financial planning for Canadians moving to the US, US residents moving to
Canada, US citizens living in Canada, or executive employees relocated

between the countries.

Matt has nearly 20 years of experience in cross border planning and leads a
team of multidisciplinary professionals including US & Canadian CPAs, CFAs
and Financial Planners. Matt and his team create comprehensive and
customized plans that are designed to minimize tax, address estate planning
issues, achieve retirement goals, identify investment opportunities, obtain
healthcare coverage and meet immigration objectives.

Mr. Altro is a frequent speaker at national, international bank and industry
seminars. He is a regular contributor to The Globe and Mail & Advisor’s Edge,

he’s been interviewed on BNN, CHCH Television and by the National Post, The
Montreal Gazette, 24 Hours newspaper, published in the STEP Journal and has
written various articles about moving between Canada and the U.S. Matt also
authored a chapter about moving to the U.S. in David A. Altro’s book Owning

US Property the Canadian Way, Third Edition.

Matt C. Altro,

B. Comm., F. Pl., CFP® (CAN & US), TEP
President & CEO
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Cross Border Tax

> Differences between the Canada & US system

$200,000 TAXABLE INCOME COMPARISON - INDVIDUAL

Ontario . VS . Florida

M

e CRA 8 ¢ |IRS
s200,000 [ crossincome I $200,000 e o
* Residency ol ¢ Citizenship
53.53% B reerecrae 37%* —
income to * When you W) - Citizens
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33.25% ] Effective Y 19.20% on your. C worldwide income
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$133,499 B - : income they’re living
-$28,101 Difference <_ $28,101

Note: numbers above are based on 2024 tax rates

> Cross Border Tax Traps
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> Tax impact of becoming a non-resident of Canada
> Deemed disposition of property at FMV

Canadian Departure Tax

Stocks of all companies, private or public

* Capital gains tax rates apply

Real estate situated outside Canada

> There are exceptions, not all assets are subject to
departure tax

Certain personal property

Stock of privately held corporations,

> Final personal tax return (“exit return”) partnerships

> CRA provides taxpayers with the option to defer departure |
tax Assets NOT Subject to Departure Tax

Canadian-situated real estate

> Treaty election to bump US cost basis available, Treaty
Article XII1(7)

Annuities / pensions in Canada

RRSP / RRIF / RESP / TFSA

Life Insurance
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Tax Residency

> Both countries have rules on residency

Canadian
Resident

> Definition of Canadian Tax Resident

* Factual Resident (significant ties to Canada) OR
* Deemed Resident (183 days in Canada)

> Definition of US Tax Resident

* USCitizen OR
* Green Card Holder OR
e Substantial Presence Test (3-year formula based on days)

> Under Canada-US Tax Treaty Us

* Treaty Tie-Breaker Tests Resident
* Permanent home
* Centre of vital interests (personal and economic relations)
* Habitual abode
* Citizenship
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What Should | do with my RRSPs/RRIFs?

> RRSPs for Canadian residents allow for:

* Tax deduction in year of contribution
* Grow tax deferred
* Taxed as regular income upon withdrawal

> Moving to the US with your RRSP/RRIF can lead to substantial savings
> Canadian tax can be used as foreign tax credits against US tax

> The US allows for tax deferral within the RRSP, however certain states may not

Tax Rate on RRSP

(0) o) (0)
Withdrawal Up to 54% 15% or 25%



== VICA
PP OSSBORDER
94\ DVISORS Inc.

What Should | do with my Canadian Home?

> Impact on Tax Residency

> Impact Upon Sale as a US Resident

> Canadian Planning

> Leverage the Canadian principal residence exemption
> Any personal use property can be selected
> Appraisal on Canadian property

> May have capital gain in Canada and US for post-move growth
> Canada will withhold 25% of gross sale price if you're a non-resident
> Quebec will withhold an additional 12% for Quebec real estate
> US Planning
> Treaty article XIlI(6) allows for a bump-up on the US side
> Report the gain to the IRS
> The US will allow for foreign tax credits to avoid double taxation (except for NIIT)
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Northern Migration

* A Challenge for US Residents Moving to Canada
* Time sensitive opportunities pre-departure

* Complex tax considerations in both Canada and the US
* Difficult to find the expertise

* A lot of misinformation

* Policy changes for Canadians to keep an eye on

e US Status Drives Planning
* US Citizen
* Visa Holder
* Green Card Holder
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US Residents Moving to Canada

* Retirement & Investments * Currency & Compliance
* What happens to 401(k)s, IRAs, Roths — keep, convert, * Managing USD vs. CAD exposure — any double-tax risks?
or roll to an RRSP? * What US filings continue after moving (1040NR, FBAR,
e Areyour US investment compliant once you live in Canada etc.)?

(PFIC issues)?
e Home & Real Estate

e Estate Planning * Sell your US home before or after becoming a Canadian
* Do US revocable trusts cause problems in Canada? resident?
* Need new wills or powers of attorney under Canadian * Rent it out —what are the tax consequence in both
law? countries?

* Healthcare & Benefits
* Keep or cancel US Medicare after gaining Canadian
coverage?
* How do Social Security, CPP, and OAS benefits work
together?

* Business & Employment
* Running or owning a US business from Canada — what changes?




Disclosures & Disclaimers

@ Equal Housing Lender. #NMLS878077. Member FDIC.
® /| ™ Registered trademarks of Royal Bank of Canada. Used under license.
RBC Bank means RBC Bank (Georgia), N.A., a subsidiary of Royal Bank of Canada.

1. Mortgages and Home Equity Lines of Credit (HELOCSs) are subject to approval, including verification of acceptable income, credit worthiness and property valuations. Minimum and maximum property values and maximum loan-to-value ratios apply.
Homeowner’s insurance is required for all loans and lines of credit; in addition, flood insurance is required if the property is located in a Special Flood Hazard area. Escrows may be required for insurance and property tax payments on mortgages
and home equity lines. There are closing costs associated with mortgages and home equity lines. Home Equity Lines of Credit require payment of an Origination Fee equal to 2 percent of the line of credit amount (with a $500 minimum and a
$2,000 maximum) and third party closing costs (ranging from $900 to $9,000) that are payable at origination. Home Equity lines also involve payment of a $50 annual fee. Home Equity Lines of credit are not offered for properties in Texas. Home
Equity Lines of Credit are not available for investment properties. An investment property is a property that is not occupied by the owner/borrower for at least two weeks per year.

2. Consult your financial, tax, legal, and other professional advisors prior to applying for a U.S. mortgage.

3. Refinancing not offered for properties in Texas.
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