GIFTS OF APPRECIATED SECURITIES
Gifting appreciated securities enables a donor to give the most to charity for the least cost.
Taxpayers can donate qualifying securities with appreciated gains to a charity and not have to
pay any tax on the capital gain that would otherwise be realized.
The following are the criteria that must be met to qualify for this favourable tax treatment.
•

Only gifts of qualifying securities are eligible, which include: shares, bonds, warrants,
options listed on a prescribed stock exchange, mutual fund shares/units, segregated
fund units, and prescribed debt obligations

•

The actual securities must be transferred to the charity and the charity must have a
brokerage account. The gift will not qualify for favourable tax treatment if the securities
are sold with the proceeds then gifted to the Foundation.

EXAMPLE
Mr. & Mrs. Jones want to make a $120,000 gift to their favourite charity. They have
sufficient cash available to make the gift. Alternatively, they could make the gift in the form
of marketable securities that have a fair market value (“FMV”) of $120,000 and a cost of
$20,000. For purposes of illustration, assume that their effective tax rate and donation tax
credit are 50% (note: top marginal tax rate in Ontario for 2015 is 49.53%) and that they
have sufficient income and taxes payable to fully utilize their tax credit in respect of this
$120,000 gift. All figures are approximate.
In evaluating their gifting options, there are a few income tax rules that should be noted:
•

Generally, 50% of the appreciation on capital assets is subject to tax. This is the case
whether the assets are sold or gifted to charity. However, for qualifying gifts of
marketable securities, the taxable portion of the capital gain is zero.

•

In computing their taxes, donors can claim charitable gifts of up to 75% of their net
income each year. If the gift is made in the form of appreciated capital assets, this
limit is increased to allow full sheltering of the taxable portion of the gain arising
from the gift. This rule continues to apply to any assets other than qualifying
securities.

Gift Illustration
Donating securities compared to liquidating securities and donating cash

Funded with sale Funded with donation of
of securities
securities
Value of donation

$ 120,000

$ 120,000

Adjusted cost base of securities

$ 20,000

$ 20,000

Capital gain

$ 100,000

$ 100,000

Taxable capital gain on disposition of
security (50% for sold security, 0% for
donated security)

$ 50,000

$0

Tax credit (donation X 50%)

$ 60,000

$ 60,000

Income tax (taxable capital gain x
50%)

$ 25,000

$0

Net tax savings

$ 35,000

$ 60,000

Net increase in tax savings resulting
from donation of securities vs. sale of
securities

$ 25,000

NOTE: The detailed information/material on this document is intended to provide general examples and

reference tools for understanding the ways in which charitable gifts may be made to the Niagara Community
Foundation. Every effort has been made to ensure the accuracy and currency of the information presented. Donors
reviewing this information and material should consult with their professional advisors for independent advice on
the best way to achieve their objectives. Any examples presented are for illustration purposes only. The combined
top marginal tax rate in Ontario for 2015 is 49.53%. For illustration purposes, we have assumed the tax credit rate
is 50%. All figures are approximate.

