recently'heard astory abouta
charitable woman. A poorly
dressed man was standing on'a
street corner below the window of
- her apartment. She noticed that -
_ several passersby had stopped to
- giv hn’n money. She ‘was touched

| dayslater, when:

wasreturning
to her apartmen > man stopped
her and said: “Here’s your $200 -
lady ‘Take Courage won at 20 to
one S

Whether the story is true or not
;the womans charitable intentions -

. |'were “on the money.”As the days -

| pass since the last federal budget, -

| tax. professmnals are devising crea- -
| “tive newways o give to charity,

given the proposed changes to Ca-

" |'nadian tax law.around the dona- -

tion of securities. Let me share an
idea that comes,courtesyofac-  ~

| countant Sandy Stedman of the
1 firm Schibli Stedman Kingin Vic-

~tona ;
This strategy works wonders for-

, those who have corporations and
are looking at ways to help chanty ,

| butalso for creative  ways to take
“money out of the corpo 'auon on a

tax-freebasis. .

| The background ‘
~OnTuly 8, Iwrote about the tax -
_benefits of donating flow-through

shares to charity. To recap, flow-

| through shares offer a tax deduc-

tion for the amount invested. Be-

cause of this tax break, our taxlaw |
_generally sets the adjusted cost
“base of the shares to zero: So, when
|- yousell the shares , yowll have a

capital gain. .
Thanks to the changes in the last

federal budget, a donation of flow-

through sharés toaregistered
charity will result in the taxable
capital gain onthose shares being
eliminated. So, you won't face tax -
onthe capztal gam, and you’ll be
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Your corporation can also make an -

‘ble that your donation will costyou
just 8 cents for each $1 doniated (if -
| thevalue of your flow-through "

shares remains unchanged, and
you're in the top marginal tax.

‘bracket: Savings will vary by prov-

mce)

investment in flow-throughs and -

| donate those securities to charlty
This will open the door to tax-free
‘dividends fromyour company. You .

see, your company-has somethmg
calleda "capltal chv1dend account

| (CDA).

It’s a notional account that in-

creases m amount every nme YOU.I '

"proceeds) The tax-free poruon of - .
| post-1971 net capital gams is
‘addedtothe CDA.

You're able to pay yourself tax-
free “capital dividends” to the ex-

| tentyour company has a balance
"\ inits CDA. So, a $10,000 donation

| of flow-through's shares to charity
- will trigger a $10,000 capital gainin |

yourcompany (because flow-

|- through shares generally have a ze-

ro adjusted cost base). Since 100

‘per cent of this gain is tax-free

{thanks to the new rules around -
donating securities), the CDA of
the company is boosted by the full
capital gain of $10,000, in our ex-
ample.

In the end the Chaﬂty recewes

1 other tztles

,$10 000 your company faces no.

tax deduction for the $10,000 do-
‘nation to charity, and your com-
pany’s CDAisincreasedby
- $10,000, allowing you to take
$10,000 tax free from your com-
pany as capital dividends. It sall
‘good.
It’s critical to know the true bal»

the calculation is complex, so be
‘sure tovisit your accountant be-

| fore implementing this idea. -
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taxon the gain on the flow- through
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