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GIFTS IN KIND

While there is no official data on the subject, it is likely that more than a fe
major gifts that are made in Canada (in terms of dollar value) are gifts made “jg Ki

donation receipt that can be issued.

Gifts of appreciated property, particular
donors as a result of several recent Federal
ecologically sensitive lands are contrib

the capital gain is taxable. (For gifts real estate, art

") Another change
rease in the amount of

in the creditable amount, the tax credit will always
sulting in net tax savings for the donor, however much the

2007, Mrs. Brown, who has annual income of $150,000, donates listed stock
orth $100,000 to a local charity. The stock had cost her $35,000, so she has a
capital gain of $65,000.

Regular income $150,000
Taxable capital gain' (0% x $ 65,000) 0
Total income $150,000

! As introduced in the May 2, 2006 Federal Budget.
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The maximum amount creditable is:

75% of income $112,500
0% of taxable capital gain 0
Total creditable amount $112,500

Since Mrs. Brown’s donation receipt for $100,000 is less than the maxi
creditable amount, she can claim the entire receipt for credit on her 2007 taxge

Note that she must report the gain on her tax return, but becau
gain is now exempt from taxation, she will not be subject to tax g

attractive tax savings.

How would a gift compare to a sale? If Mrs.
50 percent of the $65,000 gain would have b
leaving after-tax proceeds of $83,750. Wj 000. The
difference, $33,750 ($83,750 - $50,0 i
words, it now costs her only 34 ceats
selling it.

Example Two:
Mr. Sin

$100,000
150,000*
$250,000

f pMperty other than listed securities, 50 percent of the gain is

imum creditable amount is determined as follows:
75 percent of income $187,500

25 percent of the taxable capital gain 37,500
Total creditable amount $225,000

Although Mr. Singh has to add the entire taxable gain to income in the year of the
gift, the creditable amount is larger than the taxable gain, again resulting in net tax
savings for the gift year. He will also save taxes in the following years, for the $275,000
($500,000 — 225,000) of excess donation can be carried forward for up to five years.
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Because in-kind gifts of capital property are now much more attractive to donors
than before, it is likely that in the future an even greater proportion of major gifts will be

in-kind rather than cash. Many donors may find it advantageous to make their charitable
gifts with appreciated property and preserve cash for family gifts.
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