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Please Note:

* This session will be recorded

* Online participants please mute your
microphone unless asking a question

* Questions will be held until the end



ABOUT US...

Trowbridge Professional Corporation is a
firm of Chartered Professional
Accountants that specializes in a wide
variety of tax services including UK, US,
and Canadian personal tax, global mobility
tax, corporate tax and accounting and
payroll services.
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International Estate Planning: Beware!

Nicholas Meyer TEP, CEA
Director, Business Development

ES Stiwarps



w

© N o U &

Introductory remarks
Definition international estate planning

Definitions and origin civil law —
common law

Wills

Marriage contracts

Powers of attorney

Some practical recommendations
Conclusion & Q & A

E ESIATE
O STEWARDS




Introductory remarks

International Estate planning = complex question due to the fact

it raises private international law (PIL) issues and deals with laws

of different jurisdictions

* Even more complex when common law and civil law are involved

* Necessity of understanding high level issues and to then consult

with local counsels in each jurisdiction
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Definition international estate planning

“International estate planning is crucial for individuals who own assets
or have beneficiaries in different countries. It involves the creation of a
comprehensive estate plan that considers the legal, financial, and tax
implications of transferring assets across international borders.

International estate planning involves the application of estate planning
principles and strategies to the unique challenges posed by
international borders.

Source: https://www.financestrategists.com/estate-planning-lawyer/international-estate-planning/
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https://www.financestrategists.com/estate-planning-lawyer/international-estate-planning/

Definitions Common Law — Civil Law

Common law

“The common law is law that is not written down
as legislation. Common law evolved into a system
of rules based on precedent. This is a rule that
guides judges in making later decisions in similar
cases. The common law cannot be found in any
code or body of legislation, but only in past
decisions. At the same time, it is flexible. It adapts
to changing circumstances because judges can
announce new legal doctrines or change old
ones.”

Source: https://www.justice.gc.ca/eng/csj-sjc/just/03.html

Civil law

“Civil codes contain a comprehensive statement
of rules. Many are framed as broad, general
principles to deal with any dispute that may
arise. Unlike common-law courts, courts in a
civil-law system first look to a civil code, then
refer to previous decisions to see if they're
consistent.

|
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https://www.justice.gc.ca/eng/csj-sjc/just/03.html

Definitions common law — civil law (ct’d)

Common law Civil law
“The original source of the common law system can be traced
back to the English monarchy, which used to issue formal orders
called “writs” when justice needed to be done. Because writs were
not sufficient to cover all situations, courts of equity were
ultimately established to hear complaints and devise appropriate
remedies based on equitable principles taken from many sources
of authority (such as Roman law and “natural” law). As these
decisions were collected and published, it became possible for
courts to look up precedential opinions and apply them to current
cases. And thus the common law developed.”

“Civil law in other European
nations, on the other hand, is
generally traced back to the code
of laws compiled by the Roman
Emperor Justinian around 600
C.E.“

|

Source : Washington University of Saint Louis https://onlinelaw.wustl.edu/blog/common-law-vs-civil-law/
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General remarks

* Inthe common law world: essential to have a
will — otherwise pain and costs are certain

* |In the civil law world: not as essential but always
advisable

* Executor indispensable in the common law
jurisdictions

* In civil law, an executor may be useful but is not
indispensable as in effect no administration of

the estate
ES Sftarps




General remarks (ct’d)

* Higher degree of complexity when moving from
a civil law country (e.g. Switzerland) to a
common law country (e.g. Canada, except
Quebec) or vice versa

Wills (Ct’d)

* Another specific complexity (purely Canadian) :
each province has its own laws.

* Most provinces are common law, but Quebec is
a civil law province — so.... Where you settle is
important!

ES StitArps



Formal validity

 The Hague convention on the “Conflicts of
Laws relating to the Form of Testamentary
WAIR (Ct'd) D15p05/.t/ons of.1961.makes it easier to
recognize a foreign will from a formal
standpoint (e.g. formal requirements)

e Switzerland and UK are parties to this
Convention but NOT Canada

ES StitArps



Formal validity (ct’d)

* On arelated note: Canada is a party to the
“Convention Providing a Uniform Law on the
Form of an International Will” - provides for the
mutual recognition and validity of wills among

) , signatory jurisdictions, provided the will complies

Wil IS (Ct d) with certain formalities with respect to its

execution and witnessing

* Rarely used in Canada, likely due to the small
number of parties

 Canada is a party to this convention, but NOT

Switzerland and UK
ES ESTATE
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Wills (ct’d)

Material validity (ct’d)

* Switzerland has the concept of professio juris.

 Means that foreigners living in Switzerland may choose as governing
law their national law (not applicable to binational people)

* Interestingly this concept has been used in the EU regulations on

succession 650/2012
b‘}%—! ESTATE
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Wills (ct’d)

Material validity (ct’d)

 Butis there renvoi? In other words,
does the reference to foreign law
includes the PIL rules of the said
country? If yes, what happens if such
rules provide that it is the law of the
domicile of the testator which is
applicable?

ES StitArps



Wills (ct’d)

Material validity (ct’d)

1. The law of the deceased’s domicile will
govern moveable property

Generally Speaking:
2. The law of where the property is located
governs immovable property (“lex rei sitae”)
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Wills with cross-border exposure (ct’d)

Material validity (ct’d)

* This means that real estate owned in another jurisdiction
may be subject to the local law regarding succession and tax

 That might raise another important aspect: Switzerland, as
many civil law countries, has the concept of “forced
heirship” (“reserve héréditaire)” but not UK and Canada.

* Basically, spouse or “partenaire enregistre” and children of
the deceased have a right to a share of the estate
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Wills with cross-border exposure (ct’d)

Material validity (ct’d)

e Succession agreement (“Pacte successoral”) - in some cases, possible to
enter into a succession agreement which will provide in advance how
the estate will be distributed and therefore allow to circumvent forced
heirship rules

 Another issue: the concept of “domicile” is not the same in UK and
Canada, compared to Switzerland

 High risk of double taxation of estate given there are few double tax
treaties on this subject
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Wills with cross-border exposure? (ct’d)

Estate administration

* |In Switzerland: no concept of “probate
proceedings” — the assets (and liabilities!) vest
immediately in the heirs

* Heirs form a legal community - if more than
one heir, assets will be owned jointly!

 How to submit for probate in Canada a civil
law will which has no named executor?

ES StitArps



Wills with cross-border exposure (ct’d)

Estate administration (ct’d)

A Canadian grant of probate might not be
recognised in Switzerland

e Coming from a Commonwealth country
(e.g. UK) to Canada may make the
administration of the estate easier (e.g.
reseal of probate instead of ancillary grant
of probate)

ES StitArps



Marital property regime

Material validity (ct’d)

* |n Switzerland, and in civil law countries generally speaking, there is a
marital property regime

 Thisis important in terms of estate planning as this will be settled
before the estate

e Swiss PIL also allows, as a matter of principle, the choice of governing
law

UK and Canada (common law) do not know the concept marital
property regime

ES StitArps



Marital property regime (ct’d)

Material validity (ct’d)

* However, there is the concept of marriage contract (or
prenup agreement) which is now more commonly used in
the common law jurisdictions

e Such contracts can also be used in Switzerland to choose
another marital property regime than the default one

e But what happens if a couple moves to another country?
This is an agreement governed by a specific law and it will

likely become irrelevant in the new jurisdiction
ES ESIATE
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e These documents exists in all three countries

POWE I'S Of even if named differently
Attorney e They allow an individual (the “grantor”) to

appoint someone else (or possibly a professional
entity) to act on behalf of the grantor to manage
the grantor’s financial affaires and healthcare
matters

 Scotland and Switzerland are parties to the
“Hague Convention of 13 January 2000 on the
International Protection of Adults” but NOT the
rest of UK and Canada

ES StitArps



Powers Of * These documents are essential
Attorney

for everyone in any country as
anyone at any age can lose some
capacity at any time

* But what happens if someone
lives for example three
months/year in a country but is
resident in another country ?

ES StitArps



Some Practical Recommendations

Assess whether
there is a cross-
border exposure

Civil law —
common law

exposure?

Have local
counsel in each
jurisdiction
involved

Consider having
local documents

in each
jurisdiction
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Some Practical Recommendations

Ensure the
various
documents are
“coordinated”

Check in practice
that the

contemplated
setup will work!

Check the tax

consequences of
the contemplated

setup in all
countries
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Conclusions

* |[nternational estate planning can quickly become
overwhelming for clients

* However possible to minimize the complexity by
addressing the main issues well in advance

e Estate Stewards can help in this process
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Disclaimer

The information provided in this presentation is for general informational purposes
only. All information is provided in good faith, however we make no representation or
warranty of any kind, express or implied, regarding the accuracy, adequacy, validity,
reliability, availability or completeness of any information provided in
this presentation.

Please consult a lawyer and/or an accountant for any legal and/or tax advice.
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Thank You

Nicholas Meyer TEP, CEA
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Exactio Ltd.

Presenting at event for Canadian/UK and Swiss
expats - hosted by Trowbridge Professional

Corporation

1 November 2023

Go beyond your limits with us
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About us

Exactio Ltd. is a Swiss based company focused on optimizing and
supporting Swiss and international clients with their tax, payroll
and social security compliance and legal reporting requirements.

Founded by a group of professionals with Big 4 consulting and
corporate global mobility experience, combining over 75 years of
international and Swiss know-how and expertise in managing
employer and individual compliance reporting obligations.

Dedicated to providing clients with high-quality services for a
competitive price, and fully focussed on the clients’ needs and
striving to serve them to their greatest satisfaction.

Exactio is a collaborating firm of Andersen Global. Through this
network, connecting 390 locations in 170 countries, Exactio has a
truly global reach and can offer any client and their mobile
workforce seamless services across borders.
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Meet our partners

V7 |EXACTIO

Per Melberg

Per is a highly experienced global mobility and international tax, social security and payroll
expert with some 30 years of international working experience at consultancy firms and in-
house corporate functions.

His focus is on assisting multinational companies with their international employer obligations
and advising companies on all aspects of global mobility including international policies,
processes and compliance.

Selim Bucher

Selim has extensive experience in providing tax advisory and social security services to
individuals living and working in Switzerland.

He also supports multinational companies with their expatriate management and helps them
improve their payroll systems to ensure tax and social security compliance for their mobile
population. He is a licensed and certified fiduciary under Swiss federal legislation since 2014.

Alberto Perez

Alberto is very experienced in providing Swiss and international payroll services to companies
operating globally. He has been leading payroll compliance teams and implementing payroll
systems and platforms.

He is also a Swiss individual tax compliance expert with big 4 consulting experience managing
tax services to mobile employees. He is educated at the Swiss Institute of Certified Accountants
and Tax Experts,

Karin Verheijen

Karin has a wealth of experience as a global mobility, HR and employer compliance expert with
a track record of over 25 years providing international and Swiss tax, social security,
immigration and global mobility advisory services.

She has additionally gained considerable experience with work- force planning, talent

management, team transformation and change management and other people related topics
such as D&l.

Tailored services for your business
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Canadian Expats into Switzerland

v' Social Security
v Contributions w. Certificate of Coverage
v Pension savings remaining in Canada
v’ Distribution of savings from Canada
v Health insurance

v Swiss withholding tax/tax return process
v' Swiss Wealth tax

v Movable property
v Immovable property

Tailored services for your business
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Swiss - Expats out of Switzerland

v" Social Security
v Contributions w. Certificate of Coverage
v Pension savings remaining in Switzerland
v Distribution of savings from Switzerland
v Health insurance

v' Swiss tax return process
v Swiss Wealth tax

v"Movable property
v Immovable property

Tailored services for your business
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Appendix - Introduction to Switzerland

Tailored services for your business
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1. Tax residency in Switzerland

« My family remains living in my home country while | am working in Switzerland. Does this impact my tax
residency status?
If your family remains living in your home country, or you do not have a permanent residence in Switzerland
(e.g., you are a daily or weekly international commuter), you will most likely not qualify as a Swiss tax
resident. As a Swiss non-tax resident, you may still be taxable in Switzerland on certain Swiss-sourced
income, such as income from gainful activity in Switzerland and/or Swiss-based assets.
Special rules may apply for daily cross-border commuters residing in the neighbouring countries.

-  What happens if | move my residency within Switzerland within the tax year?

You will be subject to the income and wealth taxes in the canton and community where you reside on the last
day of the tax year.

Your income and wealth taxes will be calculated at the tax rates of the canton of residence for the entire
residency period during the tax year.

Tailored services for your business
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2. Taxes imposed on individuals in Switzerland

 How is the Swiss tax system structured?
Switzerland is a confederation with 26 cantons. The cantons can largely set their own tax rates
independently. All cantons are divided in communities which also set their own tax rates.
Switzerland imposes taxes to individuals at three different levels:
- Direct federal taxes
- Cantonal taxes
- Communal taxes
On the federal level, only income taxes are imposed. The canton and community imposes income taxes and
wealth taxes.

«  What are the tax rates imposed by the various tax authorities?
The individual tax rates are progressive (but not banded) at federal and cantonal level. The communal taxes
are imposed as a multiplier of the cantonal taxes.
The maximum income tax rate varies from around 21% to 46%. The maximum wealth tax rate varies between
0,15% and 1% depending on the canton and community of residence.

Tailored services for your business
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2. Taxes imposed on individuals in Switzerland

- Does Switzerland impose any other direct taxes on individuals besides income and wealth taxes?

The most common other direct taxes Switzerland imposes on individuals are, depending on personal
circumstances:

Church taxes

Fire brigade taxes

Gift and inheritance taxes
Real estate capital gains taxes

- Does Switzerland levy capital gains tax?
Switzerland levies a capital gains tax on the profit realised from the sale of a real estate property located in
Switzerland. There is however in general no capital gains tax on profits realised from investment vehicles

such as shares, stock, bonds, funds, etc, unless the trading could be qualified as operating a business or
professional activity.

Tailored services for your business
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3. Payroll tax or annual tax return

- When are you subject to payroll taxes in Switzerland?
When you are an L- or B-permit holder, your Swiss employer is obliged to withhold payroll taxes from your
salary monthly. As C-permit holder or Swiss national, you are not subject to the payroll withholding tax
system.
The applicable payroll tax rate is determined by the tax authorities based on the canton of residence, your
marital status, dependent children and gross monthly salary.

« Do you need to submit an annual tax return when you are subject to the payroll withholding tax system?
If you are subject to payroll tax, you are not required to file a tax return, if:
- You are not married to a Swiss national or C-permit holder;
- Your annualized income is less than CHF 120'000; and
- You do not have other significant taxable income or assets.
The payroll tax reflects then your final Swiss tax liability and covers the federal, cantonal and communal
taxes.

Tailored services for your business
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3. Payroll tax or annual tax return

Can you still claim additional deductions when you are not submitting an annual tax return?

You may request for a correction/refund of the payroll taxes by claiming deductions that are not included in
the payroll tax rate, e.g. alimony payments, additional contributions to the company pension fund, etc.

The deadline for filing this request is 31 March of the year following the tax year and is normally not
extendable (cantonal exceptions may apply).

When do you need to submit an annual tax return in Switzerland?

If you do not meet any of the criteria to be exempt from filing a tax return, you are required to submit an
annual tax return to the Swiss tax authorities, declaring your worldwide income and wealth.

If you are married, or in a registered partnership, you are required to file a joint tax return.

The tax return includes federal, cantonal and communal taxes as well as wealth taxes.

The format of the tax return and the filing process depends on the canton where you have the filing

requirement.

Tailored services for your business
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3. Payroll tax or annual tax return

«  What is the filing deadline for the annual Swiss tax return?
The deadline for filing the Swiss annual tax return is 31 March of the following year (subject to cantonal
exceptions). Most cantons allow for an extension of the filing deadline upon formal request. Extension
charges may apply.
When you leave Switzerland during the tax year, a departure tax return must be filed typically within 30 days
after your departure.
After submission, your annual tax return will be reviewed by a tax inspector and federal, cantonal and
communal tax assessments and invoices will be issued in due time. This process may take 6 to 9 months after
submission.

Tailored services for your business
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4. Tax reporting and tax payments

«  What income do you need to report in the annual tax return?
As a tax resident, you are required to report your worldwide income received during the tax year in the
annual Swiss tax return, and that of your spouse/partner and children, including:
- Gainful activity and retirement income
- Investment income, e.g. interests, dividends
- Rental income

- Other income, e.g. invalidity payments, lottery winnings, etc.

Which tax deductions can be claimed?

To arrive at your taxable income, certain deductions can be claimed. These deductions are (non-exhaustive):

- Standard and social deductions: social security and pensions contributions, business expenses, property
maintenance expenses, insurance premiums, dependent children, married deduction, etc

- Non-standard deductions: voluntary contributions to Swiss pension fund, mortgage interest, actual
property maintenance or repairs, charitable contributions, medical costs, etc.

Documentary evidence must be provided to obtain the non-standard deductions. Different limitations may
apply based on federal and cantonal regulations.

Tailored services for your business
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4. Tax reporting and tax payments

«  What assets do you need to report in the annual tax return?
As a tax resident, you are required to report your worldwide assets that you hold at the end of the tax year in
the annual Swiss tax return, and that of your spouse/partner and children, including:
- Balance of your bank and savings accounts
- Value of your investment accounts and portfolios
- Value of your real estate properties
- Value of vehicles (cars, motorcycles, boats, etc)
- Value of valuable objects (works of art, jewellery, precious metals, cash, etc)
- Surrender value of life insurance policies
Exempt from wealth taxation are Swiss and foreign qualified pension funds, as well as household and
personal goods (furniture, clothing, electronics, etc)

« Can you claim any deductions for wealth tax purposes?

Any outstanding liabilities at the end of the tax year, such as mortgages, private or bank loans, credit card
debts, etc, are deductible to arrive at your net taxable wealth.

Tailored services for your business
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4. Tax reporting and tax payments

«  When are your Swiss taxes due and how do you pay them?

- When you are subject to payroll withholding taxes (L- or B-permit holder), your employer will deduct the
payroll tax from your salary on a monthly basis and transfer these taxes to the Swiss tax authorities on your
behalf. This will settle most of your tax liability unless you have substantial other taxable income or wealth.

- When you are not subject to payroll withholding taxes (C-permit holder or Swiss national), you are responsible
yourself to make your tax payments to the Swiss tax authorities via wire transfer.

- Federal taxes are due on 31 March of the year following the tax year.

- Cantonal and communal tax payment deadlines vary based on cantonal and communal regulations. For more
information, it is advisable to contact the local tax authorities.

Tailored services for your business



V7 |EXACTIO

5. Taxation of real estate property

« What is the tax treatment of your real estate property located in Switzerland?
In your Swiss annual tax return, you will need to declare the actual rental income (or deemed rental income if

not rented out). This income, after deduction of the actual or lump sum maintenance expenses, will be added

to your taxable income and subject to income taxes.

Mortgage interests paid during the tax year are tax deductible,
The taxable value of the property is added to the other taxable assets. The outstanding balance of your

mortgage loan is deductible to determine your net taxable wealth.

« What is the tax treatment of your real estate property located outside Switzerland?
In your Swiss annual tax return, you will also need to declare the actual rental income (or deemed rental

income if not rented out) of this property but it will only be taking into account to determine the applicable
Swiss income tax rate. The income itself will be exempt from Swiss income taxation.
You will still be able to claim a deduction for the actual or lump sum maintenance expenses relating to this

property and the expenses will be partly deductible from your Swiss taxable income.

Mortgage interests paid during the tax year are also tax deductible.
The taxable value of the property has also to be added for wealth tax purposes, but also here the value is
only considered to determine the applicable wealth tax rate. The outstanding balance of your mortgage loan

will be partly deductible.

Tailored services for your business
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6. Swiss social security overview

«  When do you become covered by to the Swiss social security system?
Every individual who is living or working in Switzerland is covered by the Swiss social security system.
Exceptions and exemptions may apply for assignees (posted workers) or certain multi-state workers in
accordance with international social security agreements.

* How is the Swiss social security system structured?

The Swiss social security system is based three ‘pillars’. Each pillar has specific characteristics with the aim of

helping retired individuals to maintain their accustomed lifestyle.

- The first pillar consists of the state’s old-age, survivor’s and disability insurance (AHV/IV), which is
intended to cover the basic cost during retirement or disability. It also covers loss of income allowances
due to military service or maternity/paternity leave (EO) and unemployment insurance (ALV);

- The second pillar represents the occupational pension scheme (BVG) and is provided through the
employer as a company pension fund;

- The third pillar is a private and voluntary pension plan and is designed to meet further retirement needs
and close potential gaps from the first and second pillars.

Tailored services for your business
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6. Swiss social security overview

- Who is paying the contributions and what are the contribution rates?

- First pillar: The employee and employer each contribute 5.3% of the gross salary for AHV/IV/EOQ.
Additionally, the contributions to the unemployment insurance (ALV) amount to 1,1% of the gross salary
up to CHF 148200 and an additional 0,5% on the salary as of CHF 148201. The ALV contributions are also
split between employee and employer. Unemployed individuals also have to, except if their working
spouse contributes at least twice the minimum amount (CHF 1°006 for 2021).

- Second pillar: Contributions are split between employee and employer and usually vary between 7% and
18% of the insured salary each, depending on age and the company’s pension fund provisions.

- Third pillar: This pillar is divided into restricted (pillar 3a) and unrestricted (pillar 3b) pension provisions.
Contributions to pillar 3a accounts are capped at CHF 6'883 (2021) per year for employed individuals.
Contributions to pillar 3b depend on the bank or insurance provider.

- Are you obliged to contribute to any other insurances in Switzerland?
When you are living or working in Switzerland, it is mandatory to have a health insurance with a Swiss
recognised health insurance. The insurance need to be taken within 3 months after moving to Switzerland.
Exceptions and exemptions may apply depending on your personal circumstances.

Tailored services for your business
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Connect with us

Email: info@exactio.ch

Tel.: +41 61 533 63 31

Website: www.exactio.ch

LinkedIn: www.linkedin.com/company/exactio-ag

Network: Collaborating Firm of Andersen Global

Address: Exactio Ltd.
Aeschenplatz 6
CH-4052 Basel

Another step making your business even more successful

Tailored services for your business
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This document (including any attachments) contains information which is confidential and may also be privileged and is protected by law.

It is for the exclusive use of the intended recipient(s). If you are not the intended recipient(s), (1) please notify info@exactio.ch and delete all copies

from your system and (2) note that disclosure, distribution, copying of this document or the taking of any action based on its use is strictly
prohibited.

To the extent permitted by law, Exactio AG does not accept any liability for use of or reliance on the contents of this email by any person save by the
intended recipient(s) to the extent agreed in the respective engagement contract. Opinions, conclusions and other information in this email which
have not been delivered by way of the business of Exactio AG are neither given nor endorsed by it.

© 2023
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Navigating Personal Tax
Issues for Canadian Expats

Presented by:

Dimitrios Zaravinos

Director, Private Client Individual Tax




Common Canadian Issues

e Residency status —
Sever ties to Canada
* Principal residence —
Sell or rent
e Departure tax return — Special filings
* Voluntary disclosure program — Come clean
* Amending prior year returns — Correct errors
e Returning to Canada — foreign reporting issues
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What’s New?

* |t’s really all about housing affordability......

* Underused Housing Tax (UHT) — 1% tax on
non-Canadian/PR owners

* New anti-flipping rules — avoid selling a
property within a year of buying it

* First Home Savings Account (FHSA) — works
like an RRSP — Up to $40,000

* Ontario non-resident (misnomer) surtax
now 25% and Province wide

e B.C. non-resident (misnomer) surtax now
20% in certain regions

* Nova Scotia deed transfer tax — 5%




What’s New?

* BC Speculation and Vacancy Tax 2% for
foreign owners/satellite families. 0.5% for
citizens & PRs

* Vancouver empty home tax — 3% for 2022 &
potentially 5% for 2023

* Transfers of $10,000 or more to Canada CRA
now gets copies

* CRA delays
e Common Reporting Standards




2023: Provincial and Territorial Tax Rates

 Top Marginal Rate Comparison
e Salary Combined and Interest Income:

53.50% 45.80% 7.70%
AB 48% 40.25% 7.75%
SK 47.50% 44% 3.5%
MB 50.40% 46.40% 4%
ON 53.53% 49.53% 4%
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2023: Provincial and Territorial Tax Rates — cont’d

 Top Marginal Rate Comparison
e Salary Combined and Interest Income:

53.31% 49.97% 3.34%
NB 52.50% 54.75% -2.25%
NS 54% 50% 4%
PEI 51.37% 47.37% 4%
NL 54.80% 43.30% 11.5%
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Common Primary and Secondary Ties

* Primary: Vacant Home, leaving dependent spouse in Canada

* Secondary: personal property left behind in Canada, maintaining
Canadian bank accounts, Canadian credit cards, professional
and/or club memberships in Canadian organizations, maintaining
provincial health coverage, Canadian drivers license

 NR73 filing — not recommended
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Deemed Resident - Sojourner

e Sojourner — also known as the “183 day rule”

* |f you spend more than 183 days in Canada in a year then you
are considered a “deemed resident”

e Applies if you are not considered a factual resident of Canada
are not considered a resident of another country under a tax
treaty

 Remote workers in Canada
e Taxed on worldwide income for the entire year
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Treaty

* Treaty “trumps” domestic tax law

* Possible to be a “deemed” non-resident of Canada even if you maintain ties
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Canadian Departure Return

e Cease Canadian residency for “tax purposes” only
* Pro-rated personal credits, deemed dispositions

 Special forms need to be filed on the departure return that
are not on normal returns — T-1161 List of properties
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Can You Own Canadian Property?

* Will not impact residency as long as it’s not available for
personal use

* Cannot claim principal residence exemption as a non-
resident

* If you rent it and/or sell it, there are important filings that
need to be done such as request a clearance certificate
and filing of tax returns
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Canadian Rental Property

* NR4 filing required monthly — 25% Gross rental income non-
resident tax withholding

* NR6 — 25% Net rental income non-resident tax withholding
* You need an agent in Canada
e sec. 216 tax return required for Canadian non-residents
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Sale of Canadian Property

e Must file for a clearance certificate otherwise maximum
penalty of $2,500 per taxpayer

e Must file a non-resident Canadian return for the sale of the
property
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Amending Prior Year Returns

* Possible to amend prior returns to get taxes back
* This happens often due to individuals receiving improper advice

* This is often accepted by CRA. However, a NR73 is now being
requested.
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Voluntary Disclosure Program

Requirements for new General Program (as of March 1):

Greater than 1 year past due

Never taken the voluntary disclosure before
Voluntary disclosure is complete

NEW:

Must pay estimated taxes owing

Can no longer apply under No-Names Basis

Must disclose accountant
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Voluntary Disclosure Program — con’t

* Failure not intentional. Factors:
— Dollar Amount;
—Number of Years of non-compliance;
—Sophistication of taxpayer

Common for expatriates applies to:
- T1161
- T1135
- Non reporting of offshore income
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Year of Arrival Back in
Canada - Tax Planning

Need to file an arrival return to let CRA know
you are back in Canada

Taxed on worldwide income from the arrival
date onwards — irrespective of where assets are

Foreign reporting issues for assets owned
overseas — T-1135 reporting

Taxation of pensions

Timing of bonuses, stock options & other
payments are important.

/

fm',

—

U

TROWBRIDGE j
Iternational Ta. Simplfed [ 5y
|



Year of Arrival Back in Canada - Basis Bump

e For Canadian capital gains purposes (post entry sale): cost base
= FMV @ entry

* Ex. Stock purchased at SC 1000. FMV @ entry = $10,000. Sold
for SC 10,200 3 months later. Canadian capital gain = SC 200.

* In Canada, one half of gains are taxable. Thus, $100 taxable gain
added to income, taxed at up to 53.53% (Ontario)
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Our Professional Services — What We Offer

* Provide pre and post - departure counselling

* Prepare your Canadian arrival, departure and non-
resident tax returns

* Prepare your non-resident rental returns while you are
abroad (if applicable)

* Prepare you for your arrival back to Canada in the future
and the arrival tax returns
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THANK YOU!

Dimitrios Zaravinos, Director,

Private Client Individual Tax WWW,t rOWb r| dge .Ca

Services
Dimitrios.zaravinos@trowbridge.ca
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UK RESIDENCE

* Prior to 6" April 2013, UK residence was determined
by case law.

* From the 6% of April 2013, the UK statutory residence
test (SRT) came into force

» Stipulates strict tests for residence
* 3 strands of the test: depending if you are an O
“arriver” or a “leaver”

 Automatic non-residence
e Automatic residence

e Sufficient ties — if no definitive answer is reached
on the above, then consider sufficient ties.
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UK RESIDENCE

*Once residence position is established under the SRT, treaty options to help:
*Treaty relief — if domestically resident in Canada, then potential for treaty relief

*Tests dependent on individual treaties

*If treaties don’t help, next best assistance is split year treatment
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UK RESIDENCE

if you arrive in the UK at any point in the tax year, then you are
considered UK resident from the 6" of April in the year that you arrive.

Ideal answer is that you break Canadian residence at the same date
as you acquire UK tax residence

Split year treatment

*Allows UK residence start date to be the date of arrival rather than the 6% of April prior to
arrival.

*8 cases — you need to qualify for one.

*Dependent on many factors but crucial to get advice beforehand to ensure you qualify for one
of the cases
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UK DOMICILE

') @ & o

SEPARATE TO UK RESIDENCE BASED ON WHERE ONE STRONGEST DOMICILE IS VERY COHESIVE DOMICILE CAN CHANGE
CONSIDERS THEIR PERMANENT DOMICILE OF ORIGIN: THROUGHOUT LIFE, DOMICILE
HOME DOMICILE OF YOUR FATHER AT OF CHOICE IN PARTICULAR

THE TIME OF YOUR BIRTH (OR
YOUR MOTHER, IF YOUR
PARENTS WERE NOT MARRIED)

& “!!

EXAMPLE OF A CANADIAN DEEMED DOMICILE — WHEN IMPORTANT FOR BOTH
CITIZEN, MOVING TO THE UK YOU HAVE SPENT AT LEAST INCOME TAX AND UK
AND MAKING THEIR LIFE IN 15/20 YEARS IN THE UK - YOU INHERITANCE TAX (IHT) - NOT
THE UK AND DECIDING THAT ARE DEEMED DOMICILED COVERING IHT TODAY

THEY WANT TO STAY IN THE

75
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*Arising versus remittance basis

*Arising basis — worldwide income taxation

*Remittance basis — only taxable on UK source income and foreign income brought into the UK

*Can shelter foreign income from UK tax for the first 7 years without a penalty provided you don’t bring
into the UK

*After 7 years an annual £30K charge is due to continue using it, going up to £60K after 12 years of UK
residence

*Once you hit 15/20 — not possible to claim

*Overseas workday relief - Can also shelter employment income from UK tax if they relate to workdays
outside the UK

*Up to the first three years of UK residence

*Must keep these earnings offshore in a “qualifying account” — specific conditions around this
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TAXATION OF TFSA’S, CANADIAN INVESTMENTS AND
PENSIONS

UK will not accept tax-free status of a TFSA in the same way that Canada will not accept UK
tax-free accounts

*General investment accounts will be taxable in the UK, just as they are in Canada

*If you are claiming the remittance basis, then providing you keep your foreign income
offshore, you will not need to pay UK tax on this for the first 7 years

*After this point, then you will be paying tax in the UK on this income unless you pay the
remittance basis charges (refer previous slide)

*Some problems with Canadian collective/mutual funds — will not attract capital gains tax
treatment in the UK (subject to higher income tax rates)

*No loss offset — losses are capital losses
*Can ook to re-balance assets into funds with "reporting fund" status in the UK




TAXATION OF TFSA'S, CANADIAN INVESTMENTS
AND PENSIONS

*The UK will honour the pension status of RRSPs, RPPs, RRIFS and Canadian
social security as directed under Article 17 of the Canada-UK tax treaty

*The UK will retain primary taxing rights over periodic payments

*Canada may tax annuity income, up to 10% with credit available in the UK for
the Canadian tax paid.

*Possible to reduce the Canadian withholding by letter to the CRA
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THANK YOU!

Ishali Patel, Senior Director
Ishali.patel@trowbridgepc.uk

www.trowbridge.ca



Any Questions?
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