D

‘ Ready to help you
TD Wealth | move forward

Charitable gifting using lite insurance

Tax-efficient gifting by donating appreciated shares

There are various charitable gifting strategies
when it comes to donating a life insurance policy
to a charity, private foundation, or donor advised
fund (for the purposes of this infographic referred
to as charity). The following infographic illustrates
the impact of donating appreciated shares where
the charity is the owner and beneficiary of the life
insurance policy. Under this strategy the donor
must make an absolute assignment to the charity.
If the donor wishes to maintain flexibility, they
should consider gifting to a private foundation or
a donor advised fund. The following illustrates how
donating appreciated shares to fund a $1,000,000
life insurance policy can be more tax-efficient than
selling shares and donating the cash proceeds’.

Using

cash

to fund donation
of insurance policy

x 10 years
$60,000 worth of
shares sold annually
to fund premium payments.
Assumes shares with a cost basis of
$20,000 are sold, and capital gains
taxes of $10,000 are paid.

After-tax cash of $50,000.

Donating appreciated

__
snares ]

of insurance policy

of annual
$50,000 x 10 years
in-kind donation of shares

with accrued gains
directly to charity

(assumes same cost basis).



Shares

Charity sells the securities
and uses the proceeds from the sale

to fund the $50,000

annual premium payments
to the life insurance company.

Charity is the owner and
beneficiary of the policy.?

$1,000,000

on death of the insured
will go to the charity.

+

Approx. $25,000

donation tax credit
annually for 10 years.

Charity is the owner and
beneficiary of the policy.?

$1,000,000

on death of the insured
will go to the charity.

+

Approx. $25,000

donation tax credit
annually for 10 years.
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$0 taxes payable
on donated shares.

Key facts and figures

$1,000,000 to the charity
on death of the donor

$600,000 of shares
sold to fund

donation strategy
$100,000 in taxes paid

$25,000 donation tax credit
generated annually x 10 years

$1,000,000 to the charity
on death of the donor

$500,000 in-kind

donation of shares required
to fund donation strategy

$0 taxes payable

on donated shares

$25,000 donation tax credit
generated annually x 10 years




Speak to your TD Advisor if you are interested in enhancing
your charitable gifting strategy through the use of insurance.

Assumes a universal life insurance policy with a $1,000,000 death benefit, and annual premiums of $50,000 for 10 years was purchased and
donated to a charity. Insurance figures are for illustration purposes only and do not take into account any additional values such as accumulated
dividends and interest. Assumes a male age 55 with a 50% marginal tax rate.

2When a donor makes an absolute assignment of a policy to charity, the donor is deemed to have disposed of the policy and may have an income
inclusion for tax purposes.

The information contained herein has been provided by TD Wealth and is for information purposes only. The information has been drawn from
sources believed to be reliable. Graphs and charts are used for illustrative purposes only and do not reflect future values or future performance of
any investment. The information does not provide financial, legal, tax or investment advice. Particular investment, tax, or trading strategies should
be evaluated relative to each individual’s objectives and risk tolerance. TD Wealth represents the products and services offered by TD Waterhouse
Canada Inc., TD Waterhouse Private Investment Counsel Inc., TD Wealth Private Banking (offered by The Toronto-Dominion Bank) and TD Wealth
Private Trust (offered by The Canada Trust Company). All insurance products and services are offered by life licensed advisors of TD Waterhouse
Insurance Services Inc., a member of TD Bank Group. All trademarks are the property of their respective owners. ® The TD logo and other trade-marks
are the property of The Toronto-Dominion Bank or its subsidiaries.
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