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s director of Marketing
Aand Communications

for University Advance-
ment, the fundraising arm of
Simon Fraser University in
Burnaby, British Columbia,
Erica Branda has a good under-
standing of the benefits of phi-
lanthropy. But it wasn’t until
her mother-in-law died last
year that she fully grasped the
value of planned giving.

Ms. Branda’s mother-in-
law, Barbara Ferrier, was a pro-
fessor at McMaster University
in Hamilton, Ontario, for more
than 35 years and director of
the arts and science program.
She left her estate to her two
sons. She had an insurance pol-
icy to cover capital gains tax,
but no planned giving compo-
nent in her will.

“My mother-in-law loved
McMaster, and it would have
given her a lot of pleasure to
have left a legacy to the univer-
sity,” says Ms. Branda. “Had
she sought the advice of an
independent estate planner,
I'm sure she would have struc-
tured her will differently. She
would have been able to leave
a bequest to the university and
provide for her sons.”

Ms. Branda says her moth-
er-in-law’s experience illus-
trates the importance of not
depending on only one advisor
for all aspects of estate plan-
ning.

Susan Mullin, chair of the
Canadian Government Rela-
tions Committee of the Associ-
ation of Fundraising Profes-
sionals and vice president of
development at York Universi-
ty Foundation in Toronto, says
many people who are modest
givers don'’t realize how much
more they could contribute
through planned giving.

“By planning ahead and
leaving bequests to charities of
their choice, there are real
opportunities for people to
have an impact far beyond
what they ever thought possi-
ble in their lifetimes,” says Ms.
Mullin.

The growth in popularity of
planned giving is compelling
charities to become more
sophisticated in their under-
standing not only of financial
planning and wealth manage-
ment, but also of donors’ inten-
tions.

Community Foundations
of Canada (CFC) president

and CEO Monica Patten says
donors who have gone to the
trouble to plan their giving
want to know that their gifts
will have an impact in the com-
munity.

“For community founda-
tions, that means being
accountable not only for how
the gift is invested, but also
what its impact is on the com-
munity. We have to ask if we
are addressing the issues that
really matter in our communi-
ties and if we are working col-
laboratively with other philan-
thropic  organizations to
achieve common goals,” says
Ms. Patten.

As the oldest community
foundation in Canada, the
Winnipeg Foundation is well
versed in planned giving
strategies. CEO Rick Frost
says his organization is seeing
a rise in what he calls “collec-
tive activity.”

“For example, families are
getting together and setting up
inter-generational planned giv-
ing programs, and instead of
simply leaving us money in a
will, people are creating funds
while they are still living so
that they can see the impact of
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“By planning
ahead and leaving
bequests to
charities of their
choice, there are
real opportunities
for people to have
an impact far
beyond what they
ever thought
possible in their
lifetimes.”

—Susan Mullin,
colons Commie,

Association of Fundraising
Professionals

their gift,” he says.

A challenge facing chari-
ties, notes Ms. Mullin, is their
need to communicate the
opportunities to potential
donors by engaging them early
and often.

“Many charities are gov-
erned by volunteer boards that
are reluctant to invest the
resources for outreach that
may not show significant
returns for many years. It's an
understandable dilemma, but
should not become an obstacle
to the development of long-
term fundraising strategies,”
says Ms. Mullin.

Ken Ramsay, president
and CEO of Toronto-based
Legacy Leaders Inc., a leading
provider of gift planning prod-
ucts and services for non-profit
organizations throughout
North America, says there is
massive potential to grow
planned giving in Canada.

“Research has shown that a
third to half the population has
a propensity to make a gift of
assets to a charity, and with the
value of the average bequest in
Canada currently around
$30,000, we are looking at
hundreds of millions, if not bil-
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lions, of dollars in potential
gifts.”

The challenge, says Mr.
Ramsay, is to mobilize the
potential. “Between five and
six per cent of people currently
die with a charity in their wills,
but as many as 15 per cent of
those we speak to say they
would like to do so in future —
and the research indicates even
higher potential numbers. We
need to convert the intention
into action.”

Lois Flemming, director of
Major Gifts and Planned Giv-
ing for The Salvation Army in
Canada, knows all about con-
verting intentions into actions
when it comes to fundraising.
As the largest non-governmen-
tal direct provider of social
services in the country, The
Salvation Army needs to raise
29 per cent of its $500 million
annual operating budget
through public donations.

“Planned giving makes up
30 to 35 per cent of that total, so
it's extremely important to the
success of our fundraising
efforts and our ability to pro-
vide practical help and hope to
vulnerable individuals and fam-
ilies,” says Ms. Flemming. M

Donor Advised Funds

New vehicle eases burden, helps donors direct gifts

hile private founda-
Wtions have long been
perceived as a pre-

serve of the mega-rich, there is
a vehicle available to philan-
thropists with relatively modest
means who want similar active
involvement in how their
donations are invested in the
community.

Donor advised funds are
gaining  popularity  across
Canada because they are sim-
ple to set up, allow donors to

be actively involved in the
causes they support, and make
a real difference in the commu-
nities they benefit.

Typically, donor advised
funds are established through
local community foundations,
which have the knowledge of
their communities and grant-
making expertise to assist
donors in addition to taking on
the administrative and legal
process.

Barbara Mclnnes, presi-

dent and CEO of the Commu-
nity Foundation of Ottawa,
says a donor advised fund is far
easier and faster to establish
than a private foundation and
entails no startup costs.
“Starting up a private foun-
dation requires the donor to
create a new organization,
establish a board of trustees,
obtain registered charitable sta-
tus from Canada Revenue

See Donor Fund PG4

Capital Gains Tax Elimination
Tax changes encourage planned giving

he elimination by the

I federal government last

year of capital gains tax

on appreciated securities

donated to registered charities

has made this type of planned

giving even more attractive
from a tax perspective.

And with Canadians sitting
on stock with potential capital
gains of nearly one trillion dol-
lars at the end of 2006 accord-
ing to Statistics Canada, the
upside for both taxpayers and

charities appears to be signifi-
cant.

However, Jamie Golombek,
vice-president Taxation and
Estate Planning at AIM Tri-
mark Investments in Toronto,
says many donors are still over-
looking appreciated securities
as a vehicle for donations to
charities.

“| still see tax returns that
show cash donations to regis-
tered charities and the sale of
appreciated securities on which

capital gains tax is being paid.
Some people are just not put-
ting two and two together,” he
says.

Nevertheless, Mr.
Golombek says the elimination
of capital gains tax on the
donation of appreciated securi-
ties to registered charities has
had a significant impact on
planned giving.

“Most major charities now

See Tax changes PG4

ETHICS IN FUNDRAISING  ponors should expect the
highest standards, writes PAULETTE MAEHARA, CEO & President,
Association of Fundraising Professionals. PG2

COMMUNITY FOUNDATIONS

Community foundations play an integral role
in a healthy society. PG5

RESEARCH DIVIDENDS  canada’s cancer research

efforts face funding shortfalls, writes DR. MICHAEL WOSNICK,

Executive Director, National Cancer Institute of Canada. PG6
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Elizabeth Wolfe,

Chair, Jewish Foundation of Greater Toronto

A secure and steady source of financing is essential to the success of
caring organizations. And Elizabeth Wolfe, chair of the Jewish Founda-
tion of Greater Toronto, is working to ensure that security.

The Jewish Foundation’s endowment fund serves as a permanent
resource to meet the challenges and needs of the Jewish community

locally and abroad.

Donors accomplish that through lifetime gifts, deferred giving pro-

grams and bequests.

Ms. Wolfe says the foundation’s endowment has increased from
$20 million in the early 1990s to $220 million today.

“Endowment giving makes a clear statement...that you're in for the
long term,” she says. “It’s a different kind of giving.”

She attributes the growth of the endowment to people’s desire to
create a secure future; the confidence the Jewish Foundation instills in
its donors; the ability to transfer appreciated securities to a public
endowment without capital gains; and people’s large capacity to give.

Personal financial needs, estate plan among considerations

Tax planning for giving

Bruce Ball, CA,
Tax Partner, BDO Dunwoody LLP
in Toronto

ore and more, the
!:erm. “planned glv
ing” is referred to in

articles and promotional mate-
rial from charities. But what
does it really mean?

Simply put, planned giving
means leaving a legacy to char-
ities using a plan that combines
gifts made during your lifetime
and gifts made as a bequest on
your death. Many individuals
focus on planned giving as an
estate planning exercise, to
keep full access to their accu-
mulated wealth before death.

With the generous tax bene-
fits available, most strategies are
structured around our income
tax rules. However, you should
establish your charitable giving
goals first and then work with a
professional to maximize the
tax benefits. Your financial
needs and overall estate plan
also need to be considered.

The tax benefits are signifi-
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cant. In addition to the dona-
tion credit that is available (at
the individual’s top marginal
tax rate for gifts over $200),
planned giving strategies can
take advantage of the fact a gift
of most publicly traded securi-
ties will not trigger a taxable
capital gain even though the
full value of the security will
count as a donation. To benefit,
your planned giving strategy
could be as simple as transfer-
ring some of your investments
to your favourite charity annu-
ally, ensuring that you choose

investments with the most sig-
nificant accrued gains. If you
do want to hold the gifted
investment, you could liquidate
another investment (preferably
without a gain) and repurchase
it after the gift is made.

Another popular strategy is
a charitable bequest — you can
name one or more charities as
a beneficiary in your will, and
the value of the property trans-
ferred counts as a donation for
the taxation year in which you
pass away and the previous
year. When you draft your will,
the gift can be expressed in
terms of a dollar amount or a
percentage of the estate value
(if conditions are met). Where
you won’t be transferring secu-
rities to a spouse or common-
law partner, you can also struc-
ture your charitable bequest to
ensure that publicly traded
securities are gifted, which will
eliminate the gain on the secu-
rity that would otherwise be
taxable on death.

A charitable bequest can
also be as simple as naming a

charity as the beneficiary of an
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Working with a trusted estate advisor or your chartered accountant are sound ways to
explore the possibilities of charitable giving.

insurance policy or your RRSP
or RRIF. These direct designa-
tions will not be subject to pro-
bate tax. For RRSPs/RRIFs,
the donation credit will offset
the tax on the deemed plan
income arising on death.
Remember that charitable
donations give rise to a non-

refundable tax credit. There-
fore, the benefit of a donation
will be lost if the credit exceeds
tax otherwise payable. Where a
large gift on death is planned,
it’s possible that the donation
credit available may not be
fully utilized. This problem can
generally be avoided by mak-

ing larger gifts during your life-
time and a smaller gift on
death.

The government has pro-
vided significant tax advan-
tages for planned giving — any
tax you save will be passed on
to your heirs and the charities
you want to benefit. [ |

Capital gains tax elimination

Tax changes from PGl

have mechanisms in place to
take care of all the administra-
tive aspects of securities dona-
tions, and we are hearing
reports that tens of millions of
dollars in appreciated securi-
ties are flowing into registered
charities as a result,” he says.

In this year’s federal budg-
et, the capital gains tax exemp-
tion was extended to appreciat-
ed securities donated to private

foundations, which further
broadened the scope of
planned giving, says Mr.
Golombek.

“There is certainly a grow-
ing awareness of the tax bene-
fits of charitable donations,” he

says. “I do a lot of public
speaking on tax issues, and
increasingly I'm asked ques-
tions about the tax implica-
tions of philanthropy and giv-
ing.”

Karen Karpuk, principal
consultant with Inspired Phil-
anthropy, a Calgary-based
consultancy that specializes in
planned giving, says the elimi-

nation of capital gains tax on
gifts of publicly traded securi-
ties was a major win for Cana-
dian philanthropy and a big
benefit to taxpaying donors.
“Some people may not
know that stock options are
also exempt from capital gains,
which is all the more signifi-
cant here in Alberta where the
oil and gas booms means
many people hold valuable
options — and that can mean
significant tax benefits if the
options are donated to chari-

ty,” says Ms. Karpuk.

For example, in Alberta a
gift of appreciated stock or
options could qualify for a tax
credit of 50 per cent of the
value of the donation. Ms.
Karpuk says people consider-
ing a donation of stock or
options should seek advice
from a financial or tax planner
to ensure they receive the max-
imum benefit.

Lois Flemming, director of
Major Gifts and Planned Giv-
ing for The Salvation Army in

Canada, says since the elimina-
tion of capital gains tax, her
organization has seen a sixfold
increase in the volume of secu-
rities donations and close to a
fivefold increase in value.

“We have marketed this
option to donors and prospec-
tive donors and it's made a
dramatic difference to our
fundraising efforts. It is a great
example of how government
policy can make a positive dif-
ference to the charitable sec-
tor,” says Ms. Flemming. W

Endowment offers customized solution

Donor Fund from PGl

Agency and report regularly.
That’s not the case with a
donor advised fund,” she says.
The community founda-
tion staff maintains the fund
and is responsible for reporting
and administrative functions
and the monitoring of grants.
“This is our most popular
type of fund and is often used

by individuals, families or cor-
porations as an alternative to
establishing a separate founda-
tion,” says Ms. McInnes.

To set up a donor advised
fund, the donor establishes a
named endowment under the
umbrella of a community
foundation with terms of refer-
ence customized to the
donor’s needs. The donor
receives an immediate tax
receipt for contributions to the

fund, but retains the right to
provide advice and recom-
mendations on grants made
from the fund.

Kathleen Weil, president
and CEO of the Community
Foundation of Greater Mon-
treal, says donors can choose
their level of involvement in
the fund, which can also vary
over time depending on other
commitments.

“For example, a donor can

instruct us to provide grants to
specific charities on an ongo-
ing basis, or choose different
beneficiaries every year, or
more frequently. They can also
sit down with us to get advice
based on our knowledge of the
community’s needs, or ask
other advisors to work with us
to determine the best use of
their funds,” says Ms. Weil.

In December last year, the
Community Foundation of
Greater Montreal received an
anonymous  donation  of
$24 million to set up a donor
advised fund.

We take
action
seriously.

Protecting biodiversity since 1971
Make a bequest to Greenpeace

www.greenpeace.ca/accomplishments
www.greenpeace.ca/bequest

1-800-320-7183

GREENPEACE

Over 80 years young!

For God’s people and God’s world we are...

United in faith,
United in justice,
United in love.

The United Church of Canada

Support the work of The United Church
of Canada that is closest to your heart.

United Church of Canada Regional Gift Planners
1-800-465-3771; 416-231-5931
giving@united-church.ca

The United Church of Canada Foundation
1-866-340-8223; fdn@united-church.ca

www.united-church.ca
www.unitedchurchfoundation.ca

“It was a gift from a man
who loves Montreal and want-
ed his contribution to have a
real and lasting impact on our
city,” says Ms. Weil. “When he
discovered he could create his
own endowment fund through
our community foundation, he
said he had found an ideal way
to fulfil his desire to help the
community.”

She says the donor was
impressed by the fact that his
gift would keep on giving to
the community long after he
was gone. “For many years to
come, all kinds of organiza-

tions will still be benefiting
from this donor’s vision and
generosity. It’s a gift to our
entire city.”

The donor is working with
the foundation to determine his
fund’s focus, which includes
arts and culture, education,
social and humanitarian causes.

“He considered starting his
own foundation, but did not
want the administrative respon-
sibilities. He liked the fact that
his gift would be administered
by our foundation and he could
still guide his fund over time,”
says Ms. Weil. ]

Donor advised funds provide the convenience of being
maintained and administered by a community founda-
tion while also giving the donor the right to advise and
recommend grants made from the fund. Pictured above,
Cathedral High School students contribute to neighbour-
hood beautification projects funded through the Hamil-
ton Community Foundation's Growing Roots...Strength-
ening Neighbourhoods program.






