Making A Gift to ErinoakKids Using Publicly Traded Securities and Mutual Funds

A donation of securities or mutual fund shares is the most efficient way to give to
ErinoakKids.
The Benefits: Save More, Give More
The Canada Revenue Agency does not apply capital gains tax on donations of
publicly traded securities. Capitals gains are the increase in the value of your
securities over the price you paid at purchase.
When you sell your shares for cash, you’re responsible for the tax due on the gain,
even if you plan to donate the proceeds from the sale. If you pay the tax out of those
proceeds, there’s less money left to donate. ErinoakKids receives a smaller donation
and you have a smaller donation to claim for your charitable tax credit at the end of
the year.
But when you donate your securities directly to ErinoakKids, those capital gains
aren’t subject to tax. This means that your gift to ErinoakKids has a larger impact,
and you’ll benefit from a tax receipt for the full value of your eligible securities or
mutual funds.
Here’s an example of how it works.
Let’s say you purchased common shares in ABC Company for a cost of $1,000. If the
current market value of those shares has increased to $5,000, you would have
a capital gain of $4,000.
If you sell those shares and donate the cash proceeds, you’ll owe tax on the
capital gain. So, you set aside the taxes due from the proceeds, leaving you with less
than the full cash value to donate and a tax receipt which reflects the smaller
donation.
But when you donate the shares directly to ErinoakKids, you owe no capital gains
tax and you’re able to donate the full value. So your donation is larger and you get a
tax receipt which reflects your larger contribution.
Here are some approximate figures to illustrate.

Example:
Sell Securities and
donate the after-tax
proceeds to ErinoakKids

Donate securities
directly to ErinoakKids

Original Cost of
Securities

$1,000

$1,000

Current Market Value

$5,000

$5,000

Capital Gain

$4,000

$4,000

Tax on Capital Gains

$920

$0.00

Donation amount aftertax

$4,080

$5,000

Your Charitable tax
credit

$1,876.80

$2,300

In this illustration, you’re able to donate the full value of your securities to ErinoakKids:
$5,000.00. Your tax credit on that amount would be approximately $2,300, or about
$920 more than if you had sold the shares and donated the proceeds as cash.
By donating shares directly, you can save on taxes while you’re offering more
help to ErinoakKids.
1. This assumes a 46% marginal tax rate. For calculating capital gains tax, this rate is
applied to 50% of the capital gain.
2. $4,080.00 represents the full value of $5,000.00 minus estimated tax of $920.00.
3. These are general figures for the purpose of illustration. They do not constitute legal
or financial advice. We strongly encourage you to seek professional legal and/or
financial advice before deciding upon your donation to ErinoakKids.
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