Financial Planning Considerations
for Charitable Giving

Cynthia Kett

Peaple who are grateful for
what they have received in life
often express their gratitude
through charitable giving. The
most effective way o maximize
the benefits for both the donor
and the recipient of a charita-
have a

“planned giving” strategy.

hle donation s to

First, donors should identify
the passions, interests and val-
ues that they wish to suppost.
Do they wish to benefit organ-
zations that support health,
their community, the environ-
ment, |.'.||I:l.|r:|l T nther Activi=
tiesd

Mext, donors should research
charities that focus on their
selected  arcals)
Sources of information include:
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Fimally, donors should decide
whether they wish their giving
to b short-term or long-term
in nature and how much time
anifor assets they are willing to
cormimit 1o charitable giving,

If donars are :--'.'l.'ki1|!.' shirt-
they may

chioose ta draw up a vearly lisi

lerm  sirafegies,

of organizations and allocate
an amount to donate to each.
These danations would be con-
sidered gifts from “income” —
contributions designated out
of the donor's annuoal cash
Elicise

Financial constraints may
Mok nl”l"'u'ﬂ-' |J|:|T|-::-r:q. =] _F“'I:' -'FIF-I".;
they could allocate time on an
annual basis instead. Perhaps
they could assist with special
projects that are finite in
length.

If donars prefer a long-term
giving strategy, they could
make a gift from “capital”™ - a
significant one-time gift of
Adield oF a serees of Ei:fl:s tha1
collectively,
These types of contributions
are |1rcrc'rTE:| if the donor wish-
es o make a perpetual or
endowment denation.

are  significant,

Possible aliernatives include:
« Gifts to a public special
interest or 8 community
foundation:
«  Giftt to 2 donor-advised
fumd; or
v Gifts o a private founda

on

Donations to a public special
interest or community founda-
tion are best suited to donors
who are focused in the man-
dates they wish 1o support,

Donor-advised funds (also a
farm ol Fl'.lh“i: Foundation)
allow donors 16 direct income
earmed on pfrpfru.ll piﬁs o a
variety of charitable organiza-
tions without i|||.;|rri:||_.1 the

cost or administration associ-

ated with setting up a private
foundation.

Private foundations provide
the donor with full control

over the funds, but the azwnc-
ated costs and administration
may make this a bess efficient
chaice for foundation capital of
lesd than £2 million.

Another urJ'-'an1.1.3|.' of donat-
ing 0 a public foundation
rather than a private one is that
publicly-traded securities that
are donated to a public founda-
tion are are exempl [rom pay
ing capital gains tax. The elim-
ination of the romaining 2504
as announced in the 2004
federal budget makes donating
VN

Lax

appreciated  securities

more aftractive from a
perspective.
Philanthropists who wish to
commil their time on a long-
term basis iy chioose volun-

teer roles with greater degrees
of responsibility or roles thar
require them to provide servic-
&5 to the organization on a reg-
ular basis,

Tax implications should also
be considered when financial
planning for charitable gIVINE
Cromations made in the current
year or in any of the preceding
five years may be claimed for a
tax credit in the current year to
a maximum of

* 75% of net income, or

o |09 of net income in
the vear of death or the
preceding year,

* Donations of appreciated
L.:II"II.1| prope riy mav grve
rise 1o increxsed donation
lirmits of up o | ChlrSe of
mel iII.LI:lI'II.I.'.

However, effective December
5, 2003, the value of donated
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Financial Planning for Charitable Giving

Continued from page 1

property for tax credit purpaeses is limited
1o the donor's cost if the gift is donated
within three vears of i3 acquisition.
Beware of tax shelter donation arrange-
ments; many have been challenged by
Canada Bevenue Agency wunder this
amendment.

Planned testamentary donations (gifts
which are made available upon the death
of the donor, such as bequests designated
in a Will or aut of life insurance proceeds)
can be an effective strategy for offsetting
taxes payable on deemed dispositions

upon the death of the taxpayer.
CGenerally speaking, it 15 not advisable
and in some cases not posaible to request
donation receipts for donated time. 1f the
registered charitable organization is able
1o quantify the fair market value of the
danated services, it may be able to issue a
receipt for that amount, but the donor
would be required to report the value of
the services as income for tax purposes.
Given our progressive tax system and the
fact that many government benefits are
income-lested, it may not be in the
donoe's best interests 10 have the donated
services treated as income and claim a

corresponding donation credir.

When a financial planning approach is
used to allocate limited assets andfor
time to charitable giving, the benefits for
both donors and recipients are maxi-
mized. [Donors their  giving
towards their most important charitable
objectives and organizations benefin
from donors’ greater philanthropic com
mitment.
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