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Will and Estate Planning IQ Test

	
	True
	False
	Comments



	1. I am not wealthy and I have no “estate”.  Therefore I do not need a will and I don’t need to do any estate planning.
	
	(
	False.  Estate planning can be simple or complex.  You might own just a few investments, or have an RRSP, or perhaps you own a house or condominium.  Regardless of how wealthy you are, you owe it to your family to “plan your estate” to ensure that your assets are distributed smoothly and in accordance with your wishes, after your death. 



	2. When I die, if I leave a cash bequest to various people under my will, inheritance taxes will be payable.


	
	(
	Technically, the answer is “false”, because in Canada, there are no longer any estate taxes or inheritance taxes, as such.  Generally, no taxes are payable by the recipient on cash bequests under a person’s will.  However, keep in mind that income taxes are generally payable in a deceased person’s final income tax return on the full value of his/her RRSP or RRIF except where there is a surviving spouse or dependant children.  So, if an RRSP or RRSP is being used to fund a cash bequest to someone other than a surviving spouse or dependant children, income taxes may be payable by the estate.  



	3. The value of the investments within my RRSP at the time of death will be subject to income tax in my final income tax return, unless my spouse survives me and receives the RRSP investments.
	(
	
	True.  Normally, the full value of a person’s RRSP and RRIF accounts at the time of death is subject to income tax in the deceased person’s final income tax return.  However, if there is a surviving spouse or dependant children, there is a “rollover” for RRSP and RRIF accounts to allow a deferral (postponement) in the income tax that would otherwise be payable.


	4. If I die without a will, all of my assets will automatically go to my spouse.




	True
	(
False



	False. If a person dies “intestate” (i.e. without a will), the surviving spouse will not necessarily inherit the entire estate.  Provincial intestacy legislation comes into play and stipulates what portion of the individual’s assets goes to the spouse, and how much goes to each of the children.  The spouse does not necessarily get everything.
 

	5. If I own any investments or other assets that are worth more at the time of my death than what I paid for them, the unrealized “capital gains” are subject to income tax in my final income tax return.
	(
	
	True.  Since January 1, 1971, Canada has imposed income tax on unrealized capital gains as of the date of a person’s death.  However, there are certain exceptions to the rule, such as where assets are left to a surviving spouse. 

	6. The unrealized capital gain on my principal residence at the time of my death is usually exempt from capital gains taxation.

	(
	
	True.  One of the most important exemptions from capital gains taxation is for a person’s principal residence.  This is a defined term, which can cover a house, a cottage, ski chalet or even a mobile home. 



	7. Any donations that I list in my will that are to go to registered charities will usually be tax deductible in the final income tax return for the year of my death.

	(
	
	True.  Charitable donations to eligible charities and other organizations under a person’s will are generally tax-deductible in the deceased’s final income tax return.  Therefore, depending on the tax bracket, there can be substantial income tax savings in your estate by making “testamentary” donations to your favourite charities under your will.

 

	8. A Canadian resident (and citizen of Canada) who owns property in the United States can never be subject to U.S. estate tax.

	
	(
	False.  If certain types of U.S. assets (e.g. real estate or U.S. securities) are owned by a person at the time of death, U.S. estate taxes may be payable.  Whether this tax applies, and at what rate depends on a number of factors, including the size of the person’s estate and the value of the U.S. assets.  



	9. Life insurance that is payable to my estate or named beneficiary after my death will be subject to income tax in the recipient’s hands.

	
	(
	False.  Life insurance is treated very favourably under Canadian tax legislation.  Generally, the entire amount of life insurance (regardless of the type of insurance) that is payable as a result of person’s death is tax-free in the recipient’s hands, and does not attract any tax in the deceased’s estate.



	10. The person whom I name as the executor under my will also has the legal authority to deal with my financial affairs during my lifetime, if I become physically or mentally incapacitated.

	
	(
	False.  A person who is named as an executor under a will has no legal authority to act, until after the person’s death.  In order to empower one or more people to handle your affairs while you are alive, you must grant them a power of attorney.  
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