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“Soft” Loans for Your Children
Parents quite often make loans to their adult children to help them purchase a car, a home, or for other reasons. A
loan is different from a gift. The parent can charge interest so that the loan will earn some investment income. The
loan can be set up for blended payments of principal and interest or to pay interest only. There is no requirement for
the parent to charge interest.
For a long term loan used to purchase a house, for example, it is quite possible that the loan will not be repaid during
the parent’s lifetime. The parent could provide in her or his will that any remaining balance of the loan will be forgiven
or instead become part of the child’s inheritance. Such an arrangement does not cause any adverse tax consequences
because the “debt forgiveness” rules in the Income Tax Act do not apply to the settlement of loans by inheritance or
bequest.
Giving your child this type of “soft” loan is similar to giving them a part of their inheritance early, during your lifetime.
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Wills and the Executor
A will specifies your instructions as to how your assets
will be distributed on your death. In the will, you name
an executor to act as your personal representative and to
deal with all the tax, investment, administrative, and
other duties involved in distributing and overseeing your
assets as per your instructions.
Some people feel honored to be named as the executor,
in that it suggests respect and trust in their abilities.
However, most people fail to realize how much
responsibility is required, the amount of time and effort
that the appointment often necessitates, and the family
conflicts that might arise.
Here are some of the responsibilities of an executor:


Locate the will of the deceased. Determine that the will is the last will of the deceased.



Make the funeral arrangements if necessary. Obtain the death certificate.



Take control of the assets. Arrange security and insurance if required. Have the assets valued for the date of
death.



Manage the assets for the estate as the trustee.



Dispose of perishable assets.



Contact financial institutions to change the name on the accounts to “the estate of”,



Open a bank account for the estate.



Arrange the probate of the will if applicable.



Assess the income tax situation and file any required returns.



Pay the bills of the deceased and the estate.



Make provision for the immediate needs of the spouse and any dependents.



Set aside reserve funds for the payment of estimated debts, taxes, probate fees, and compensation for the
executor.



Prepare an interim distribution to the beneficiaries if available.

Conflicts often arise between the executors and the heirs. The beneficiaries may be suspicious of the executor because
he or she does not have enough knowledge or skills, is insensitive, is too hasty, shows favoritism, etc. Anyone who is
appointed as an executor should be aware that these are common situations during emotional times.
An executor requires many skills. One of the most important is the ability to know when outside expertise is required.
An executor frequently hires a lawyer, accountant or trust company for assistance. Sometimes, appointing an
independent outside party, such as a trust company as the executor may be the best choice, especially when a family
conflict can be expected, although it can be costly.
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