
Tim’s Tip 103:  Give to charity and save a bundle 
 

But do it Properly! 
 

Let’s face it, one of  the joys of giving to charity is seeing your donations put to good use, 

so you may want to consider giving to charity during your lifetime.  And if you want to 

avoid probate fees, giving to charity today is going to help, since you’ll no longer own 

those assets on the date of your death.  Having said this, making a donation upon your 

death could go a long way toward reducing any tax bill you might face at that time.  

Regardless of whether you plan to make your donations during your lifetime, after your 

death, or a bit of both, why not give in a manner that’s going to save the most tax?  There 

are three out-of-the-ordinary methods of giving to charity that I want to talk about. 

 

Donating Securities 
The tax collector changed the rules in the 2006 federal budget to make it even easier to 

donate publicly traded securities to charity.  In fact, it now makes more sense to donate 

securities than cash in al most every situation when you have securities that have 

appreciated in value.  Our tax law will allow donations for up to 75 percent of your net 

incomde annually.  This increases to 100 percent in the year of death.  And if your 

donations exceed this amount in the year of death, the excess can be carried back and 

claimed in the year before your death – up to 100 percent of your income in that year as 

well.  Now, consider an example to show how donating securities (stocks, bonds, mutual 

funds, and other securities) can work to your advantage. 

________________________________________________________________________ 

 

Bernadette owned shares in XYZ Corporation on the date of her death.  XYZ is traded on 

the Toronto Stock Exchange, and the shares were worth $25,000 on the date she died, but 

she had paid out just $10,000 for the shares a few years earlier.  These shares were 

deemed to have been disposed of upon Bernadette’s death, which would have triggered a 

$15,000 capital gain and a tax bill of about $3,375 if she had not left the shares to 

charity.  Bernadette, however, left instructions in her will for her executor to donate these 

shares to her favourite charity after her death.  The result is that the $15,000 gain is not 

taxable at all!  That’s right, the $15,0000 gain will not be subject to tax.  Normally, one-

half of the gain would have been taxable under the usual capital gains rules.  To top it 

off, a donation credit will be provided based on the $15,000 fair market value of the 

shares.  This credit will be claimed on Bernadette’s final tax return and will amount to 

about $10,000 in tax savings (varying slightly by province and income level). 

________________________________________________________________________ 

 

 

You’ll notice that Bernadette paid no tax on her 

capital gain, but received a donation credit of $10,000 to 

more than offset these taxes.  The net benefit to 

Bernadette’s estate is $10,000. 

So here’s the game plan:  Instead of cash, consider 

leaving securities that have appreciated in value to our 

favourite charity.  This can be done by leaving instructions 

in your will for your executor to donate specific securities 

to a charity of your choice.  Your heirs will thank you, 

since the tax savings could be significant. 

 

Establishing a Charitable  

Remainder Trust 
With a charitable remainder trust (CRT), you can donate 

certain investments to a trust during your lifetime.  Your 

favourite charity is named as the capital beneficiary of the 

trust to that, upon your death, or upon the death of a 

surviving spouse, the investments pass to the charity.  

During your lifetime, you’re entitled to all income generated by the investments in the 

trust.  You get tax relief right away for the investments you have transferred to the trust.  

The value of the donation credit is determined by an actuarial calculation based on your 

Caution! 

There are two things to 

remember if you’re going 

to set up a charitable 

remainder trust.  First, the 

trust will be irrevocable – 

once its set up, there’s no 

turning back.  Second, 

transferring investments to 

a charitable remainder 

trust could trigger a 

taxable gain.  If those 

investments have 

appreciated in value.  The 

donation credit received 

from the gift, however, 

will soften the blow of 

any taxable gain. 

 



age and interest rates.  The older you are, the greater the tax credit when setting up a 

CRT. 

 

Giving Life Insurance 
There are generally thee ways to help your favourite charity with life insurance: (1) make 

the charity the beneficiary of your policy; (2) transfer ownership of a policy to the charity 

and make the charity the beneficiary; or (3) make your estate the beneficiary and leave 

instructions in your will for a donation to be made to charity. 

 In the first scenario, you’ll be entitled to claim a donation credit on your final tax 

return as a result of designating the charity as beneficiary of the policy you own.  This 

was not the case prior to the 2000 federal budget, but this change has made things better 

for all deaths after 1998.  This credit could go a long way to reducing your tax bill in the 

year of your death.  I like this option most of the three listed here. 

 In scenario two, transferring ownership of a policy will provide you with a 

donation credit for any cash value that exists at the time of transfer, plus a credit for any 

premiums paid by you after that date.  Sorry, you won’t receive a credit for the death 

benefit when its paid to the charity upon your death.  There may be a tax hit on any cash 

surrender value that exceeds the cost base of the policy in this scenario, but the donation 

credit should outweigh this. 

 Scenario three used to be my favourite because it provided the most tax relief – 

but not any more.  The drawbacks of naming your estate as beneficiary and then leaving 

instructions in your will to donate the cash to charity are these: (1) probate fees will be 

due on the amount of the life insurance, and (2) if your will is contested, the charity may 

never get the money you intend it to receive.  Now that a credit is provided for directly 

designating a charity as the beneficiary of a life insurance policy you own (the first 

scenario) it makes much more sense to simply make this designation in the policy. 

 

 

TO MAKE A LONG STORY SHORT: 

 
 Giving to charity during your lifetime or upon death can provide significant tax savings.  

Making donations during your lifetime will also save probate fees. 

 

 Consider donating securities instead of cash 

. 

 Consider a charitable remainder trust or life insurance as tax efficient ways to help your 

favourite charity. 

 

 
(By permission:  from ‘101 Tax Secrets for Canadians: 2007 Edition by Tim Cestnick, Waterstreet 

Financial, Burlington Ontario) 

 

 

 

 

 

 

 

 

Hang on to these Tax tips for future reference.  They will show you how to maximize tax 

credits if you are considering making a gift to St Rose as part of your estate planning. 

 

To transfer securities as a gift - make arrangements through your financial advisor.  

Bequeathing cash through your will is another possibility.  You may want to discuss the 

tax implications with an accountant to maximize the benefit to your estate. 

 

INFORMATION:  See ‘The Financial Benefits of Charitable Giving’ by Kevin 

Dobbelsteyn.  Pg 27 The Diocesan Messenger – March 2007:   

 


