Who would think that a person
with a net worth of $250,000 8r more
might beé having a tough time finan-
cially? There are many senior
Canadians who are in this exact po-
sition, because they are house rich,
but cash poor.

Older single women are particu-
larly susceptible to having insuffi-
cient income for retirement because

§ many are living on government ben-

5 efits alone. At the same time, these

§ people who continue to live in their

£ homes still face property taxes, up-

<2 keep costs and.costly unexpected
expenses which anise suchras roof or
furnace repairs.

One prominent Oakville resident,
Mrs. Pat Smith is a case in point. She
not only has her personal needs and
that of her home, but also the care of
her bird sanctuary which she main-
tains for anjured birds. With her liv-
Ing costs exceeding her income for
several years, Mrs; Smith had virtu-
ally depleted her savings and she
had fallen into arrears on some
maintenance and her property taxes.

However, an old friend of hers,
Gerry Quinney, also from Qakville,
knowing something of her situation
suggested that she look into a Home
Income Plan or reverse mortgage
She dW and after consultingwith
her lawyer, took out a Home Income
Plan through Retirement Counsél of
Canada in Toronto, Canada’s largest
reverse mortgage nrm.

SELL THE HOME?

While Pat Smh could have sold
her home and used the equity frem
the sale to live on quite comfortably,
she did not fancy the idea of mowing
from her beawiful Lakeshore prop-
erty. A recently released study con-

your home with a reverse mortgage

ducted by the Amerigan Association
of Retired Persons found that over
86% of its respondents would
choose, like Mrs. Smith, to live in
their own homes.

HOME EQUITY
CONVERSION

A Home Income Plan is one way
of seniors using their homes for
more than just shelter. It enables
them to realize a lump sum or addi-
tion income (or both), using the eq-
uity in their homes. While available
in Canada for 7 years, these plans
have been available in Europe and
the United States for over 20 years.
Recently the U.S. government began
a major $2 Billion initiative to moti-
vate the use of reverse mortgages by
SCNors

“In Canada, the demand for re-
verse mortgages has been strong,”
says Bruce Hammond, president of
Security Lifsnwhose company offers
these plans inYOntario, Alberta and
British Columbpid”A'nd, with the
aging populatign in this country, we
anticipate strong growth in the fi-
ture,” comtinues Hammpnd.

The general coneépt of a Home
Income Plan is that a person is bor-
rowing against the equity in their
home and obtaining the funds by
way of a lump sum, regular month-
lv income, or a combination of the
two. This loan is different than a
conventional mortgage loan though,
because a person does not make any
payments on the funds borrowed
until the end ofthe term. Since the
term of the loan is*most oftén for
life, the homeowner will not have to
worry about repaying the funds
back (either interest or principal),
until they die. At that time, the loan
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Revenue Canada has it
pur Local Partners, affiliates of The Leadley, Cunning & Culp
tesnational Group of Accounting and Tax Professionals , can help

you get everything you have coming t you, quickly.

This year yourhave another alternative. Your Local Partners, Leadley,
Cunning & Clup Group-affhiliates, want to be your tax preparer and
we re willing to come and get the business. Just call for free pick-up
or drop by our office and meet Your Local Partners
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1s repaid when &xecutors sell the
home.

The two basic options of Home
Income Plans are the lifetime plan
and the term plan.

The lifetime option provides a
lump sum and /or monthly income
for life, and the loan is repayable at
death or upon the sale of the home.
To show how it works, let’s take an
example: A 74-year®ld male home-
owner wishes to make ten thousand
dollars’ worth of improvements to
his detached home, which is cur-
rently worth $225,000. He would al-
0 like more income to make life eas-
er. -
He would be eligible for a
$98,.000 Home Income Plan (43% of
his home’s value), which would pro-
vide $10,000 cash and $907 per
month for life indexed at 3%.* Note
if the loan value exceeds the home
value, the lender has no recourse
against the borrower’s other assets.

Under the lifetime option, the
amoun} that may be borrowed is
based upon the homeowner’s age
(our Mrs. Smith was 84 when she
took aut her Home Income Plan),
their home value, and expected ap-
preciation of the property. Although
the minimum dge 1s 60 tor the life-
time option, the older a person is,
the greater amount they will be able
to get from the Home Income Plan

The term option is fixed for a cer-

tain period, at the dn of which, the ~

home is presumably sold or may be
renewed at the optih of the under-
writer. Again, to illustrate, let’s say a
couple 65 and 62, wish to remain in
their townhouse for the nextfive
years, durmmg which time they
would'iike to supplement their in-
come by S],t}l}l))a/munth Also

o

during the next five years, they\ope
t0 See a retovery in real estate
prices. Their home is currently val-
ued at $300,000, * Note that actual
growth of properities values has
been approximately 10% in Ontario
over the past 10 years.

WHY A REVERSE RATHER THAN
CONVENTIONAL MORTGAGE?

Home Income Plans are based
solely en the value of property,
while a conventional montgage or
loan is generally granted on the bor-
rower's ability to meet monthly debt
SeTVICe reqquirements.

In Mrs. Smith’s case, she was not
able to borrow from a bank or trust
company anywhere near what was
neggessary for her needs. However,
her Home Income Plarl has provid-
ed her with the funds to put in a
new driveway, new roof, bring hr
tyxes and maintenance up to date
and provide her with a monthly in-
come

REVERSE MORTGAGE USES

1. Necessities: to provide income
tr'hh:\f food, provide warmth, pay
taxcs,and so on.,

2, #L‘p(nrs to cover capital expen-
ditures such as home renovations or
4 New car |

3. Extras: to cover some ﬁﬁli!u'n
luxunes such as extensive trave! or
paying for assistance around the
home

4. Inheritance planning: to allow

the homeowner to share assets with

loved one’s while he or she is living.

NOT TAXABLE .

Neither the lump-sum advance
nor_the ongoing income from a
Home Income Plan is taxable as
long as t}w recipient lives in his or
her home. There are also various

-

dhe Milton Chamber of Commerce

SCHEDULE OF BUSINESS SEMINARS

Our seminars. Investing for Wealth & Financial Freedom and Tax Plannidg For

Ownér Operated Businesses, were very

well received We are pleased 1o update

our schedule and planned speakers for yay below

Technology & Business Efficiency — Larry Green — Miltowne Compulers
Tuesday, February 18, 1992

Service & Cystomer Satisleetion —

Donnas Coulyer — Honh_End Nissan

Tuesday, March 24, 1992
Profilable Business from the Home — Tgpdl Aprit 21, 1992

Al seminars will stant at 530 on the dates ndicaled and are held al the
Marin) uniess otherwse speched Cost lor Chamber

Coflee reireshments § ight snacks wil be availab e
by e and ecognuzed Chamber members
eServe your SPO!

office Unity Pak (Siesles &

8 310 00 per seminar (315 lor non-members)
will run Yor 1172 hours Semnars wil be conduced
business maders Cal the Chamber at 8780681 ©

Pick a Mortgage.
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Centre”. . Your Direct Line To
ada’s Biggest Money Lenders:

Whethér you're shopping for a mortgage or simply due for

You filkout just one application, and our p

u owe it to yourself to call The F.I]l:::‘, Centre toda

essional staff will

transmit it to some of Canada's biggest banks. trust comp#hies
and financial institutions. Instantly and confidentially

~ Within 24 hours, you'll have a response from each one of them
So you can pick the mortgage that's right for you Without chasing
around town, or filling out a stack of applications. «

Call Today. ’

Drop by for a no-obligation demonstration or. if vou prefer call to

arrange for an appointment
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BUSINESS SERVICES FOR A
BETTER BOTTOM LINE!

A COMPREHENSIVE RANGE

OF SERVICES
FOR SMALL BUSINESS

* Accounting/BookkeepingServices
«Eomputerized Accounting Systems
e Finangial Planning |

* Office Proc

* Corporate/Personal Tax Planning

ivity Tools

government programs such as
Guaranteed Income Supplement,
which the government has indicated
will not be reduced by income from
the Home Income Plan.

HOW TO GET A PLAN

First, the homeowner supplies an
individual income statement and
balance sheet, so that a written esti-
mate of reverse mortgage capabili-
ties an assessment of need can be
made. Next, an application for $250
is taken out of which an appraisal is
done of the property. After the ap-
praisal, the lender prepares a com-
mitment letter based on the find-
INRS.

When the senior signs the com-
mitment letter, the Home Income
Plan is documented and is sent to
the borrower s legal counsel for sig-
nature of the mortgage documents
and an Independent Legal Advice
Certificate

Normally, a Home Income Plan
transaction takes from four to six
weeks in all to L‘umph‘h‘*

Given the age of our popyl tion,
it 15 essential that we find innovative
new methods t“n ¢et our senmors’
income needs. ftor the retirees who
wish to remain in their homes dur-
ing their retirement years, a Home
Income Plan or reverse mortgage
may be just the right vehicle

As Mrs. Smith says, “Seniors like
me must know about this alterna-
tive. | have been telling all of my
friends, living in their own homes,
about what Retirement Counsel of
Canada’s Home Income Plan did for
me”.

Paul S. Tyers, Caa. is president of
Retirement Counsel of Canada, a
Toronto based retirement planning
firm.) .

Canadians...

« CONTINUED FROM PAGE 3

help reduce the severity of re-
gional economic swings by transfer-
ring funds from strong provinces to
those that are relatively weak.
“Without the combined strength of
the country as a whole,” Mr. Taylor
noted, Jthe economically weak

provinces would suffer a dramatic

decline im government servjces and
an increase in taxes.” (p. 6)
Taylor encouraged Canadians to

ask themselves “(whether) disunity A,

Is the answer to the challenges we
face.” He réjected the view that the
departure of Quebec would resolve
the problems of Canada, of Quebex,
of the Atlantic, of the West, and of
Canada’s First People.

He asked:

* “Do we r. .ily need to blow
Canada apart to meet Quebec’s his-
toric concerns? ... Quebec is a dis-
tinct society. Do we really need to
destroy Canada to recognize and
protect that reality? | say no.”

* Will disunity someNow ad-
dress “a deep alienation in the Wost,
where many people believe that our
national institutions are dominated
by a dcaf and unfeeling Eastern mb-
prity? ... | say no.”

* “Do we have to destroy
Canada to sqlve (the) very real
structural economic problems” of
Atlantic Canada? “l say no.”

* Would a natiopal break-up
“give the First Nations the powers
to participate dircctly in determin-

. Ing their own destiny? ... Again, |

say no.”
Taylor said disunity is com-

pounding the pain and length of the ~

current recession. “1 can think of no
single developmént that would do
more to improve the econamy than
the acceptance of a viable plan to
keep Canaglians together.”

“this is why the first item on the
national agenda s to renew the fd)-
eration,” Taylor concluded, “as a
new partnership between people in
dll regions and their governments.”

.




