Help our church while saving yourself more
taxes!

Did you know that you may save taxes if you donate publicly traded securities directly to a
registered charity? This is a smart and tax-effective alternative to donating cash—but how you
structure the charitable donations can be as important as the amount given.

Personal Donations

A donation of capital property is considered a disposition for tax purposes, which may result in
a capital gain. However, there is an exception to this rule where eligible property is donated directly to
a government-recognized charity (e.g., church). Eligible property generally includes securities, such as
shares and bonds, that are listed on a designated stock exchange as well as mutual fund units. For
such donations, the taxable portion of the gain is reduced from 50% to nil so that the disposition of
the security to the charity is fully exempt from capital gains tax. To be eligible for this favourable tax
treatment, you must donate the security directly to the charitable. On the other hand, if you sell the
security in the open market and then donate the cash, you will be subject to tax on any resulting
capital gain. By donating the shares directly, the charity benefits by receiving the full value of the
shares. At the same time, you will benefit by paying no tax on the disposition and receiving a charitable
donation receipt for the fair market value of the shares at the time of the donation. This can result in
a significant tax benefit for anyone with charitable intent.

Corporate Donations

You may receive more benefit if you donate publicly traded securities or mutual fund units held
by your corporation rather than cash where there is an accrued gain. The tax-free portion of the capital
gain on such donations, which is 100% as opposed to 50%, will be added to your private corporation’s
capital dividend account (CDA) and which may subsequently be withdrawn tax free from your
corporation.

An example of the potential tax benefit is illustrated in the table below (assuming the donor is personally taxed at a top marginal
rate of 50% and a donation receives a combined federal and provincial tax credit of 50%):

DESCRIPTION SALE OF SECURITIES AND CASH DONATION  DONATION OF SECURITIES
VALUE OF SHARES/ DONATION (A) $5,000 $5,000
COSTBASE OF SHARES (B) $1,000 $1,000
CAPITALGAIN((A-B)=0) $4,000 $4,000
CAPITAL GAIN INCLUSION RATE (D) 50% 0%
TAXABLE CAPITAL GAIN ((CXD) =E) $2,000 $NIL
TAXON TAXABLE CAPITAL GAIN (EX50%) $1,000 $NIL
DONATION TAXCREDIT (A X50%) $2,500 $2,500
NET TAXSAVINGS (TAXLESS DONATION CREDIT (F)) $1,500 $2,500
NET AFTER- TAXCOST OF DONATION (A- F) $3,500 $2,500

In this example, the individual saves $1,000 in tax if the securities are donated directly to a registered charity as opposed to making
a cash donation of the same value as the shares.

Disclaimer: This is only a simplified example. Everyone’s tax situation is different so please consult your tax
advisor before making a sizable donation.
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