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| ntroduction

» The operations of many charities have become
increasingly international in scope

» Donors philanthropic ideals are more international
in scope as well

* Focustoday — gifts from U.S. donors to Canadian
charities

» Application of Canada-United States Income Tax
Convention (1980) to cross-border gifts




Summary

Overview of U.S. gifts and estate law

Giftsto Canadian charities under the Canada-
U.S. Treaty

Common gift vehiclesin the U.S.
— Charitable remainder trust
— Gift annuities

Overview of U.S.

Estate and Gift Tax Law




Giftsin USA

100% of the “present value” of giftsto charities,
defined by the IRS code as 501 (c¢) 3 organizations, can
be deducted from taxable income in the year of the gift
subject to the following limitations:
— Appreciated Property limited to 30% of Adjusted
Gross Income in any one year
— Cash or non-appreciated property limited to 50% of
Adjusted Gross Income in any one year
Unused deductions may be carried forward for five
years

Gifts-Exceptions

Deduction for gifts of tangible personal property
(art, stamp collections, jewelry, etc.) limited to
donor’s cost basis unless “related use” can be
established.

Example: If adonor gave art to an art museum
the deduction would be the full “fair market
value’, because donor can reasonably expect the
museum would display the art.




Gifts-Exceptions

Unrelated use. If the donor gave art to a health
charity which does not have an art museum, e.g.
American Cancer Society, there would be no
“related use” and tax deduction is limited to
donor’s cost basis.

How to Determine “ Present Value

Publicly traded equities defined as the median
price between the high and the low on the date
title is transferred from the donor to the charity

[1liquid assets (real estate, closely held stock,
stamp collections, etc.) value determined by a
“qualified appraiser”




Estate Tax in USA

Estates* are subject to a progressive federa estate tax,
levied at rates of 30% - 45%. The “persona exemption” is
$ 2 million in 2008, and it will rise in the future to:

» 2008 $2,000,000
e 2009 $3,500,000 (99.8% estates exempt)
« 2010 Repeal of estate tax for 1 year

Jan 1, 2011 Ratesof 2001 return!

*100% of all bequests to a spouse or to charity are tax exempt

Gift Tax iIn USA

Gift tax in USA

Same rates as estate tax, but lifetime exemption
fixed @ $1,000,000 per person plus annual
exemption of $12,000 per donor per donee per
year. All giftsto a spouse or acharity are free of
tax.

Note — In Canada, no federal estate tax*;
provincial probate fees levied

Tax creditsin Canada up to 100% of net value of deceased in
year of death with one year carry-back
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GiftsTo

Canadian Charities under

the Canada-U.S. Treaty

1

* ReCi procal Relief under the Treaty
for Cross-Border Gifts

Giftsto Canadian charities
- Reciprocal relief under
the Treaty [Article
XXI(5)]

Colleges and universities
in Canada

Gifts to other Canadian
charities, but limited to
Canadian-source income

* Bequest

Giftsto U.S. charities -
Reciprocal relief under the
Treaty [Article XX1(6)]
Colleges and universities
intheU.S.

Giftsto other U.S.
charities, but limited to
U.S.-source income
Bequest — but does not
apply in Canadain
practice
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Giftsfrom U.S. Donorsto
Canadian Charities

- Charitable

ate or terrgmy,
jon of thi .S.

Unless the Canadian charity has a“friends”
organization in the U.S. to receive gifts from U.S.
donors

— “Friends’ organizations are separate public
charitiesin the U.S.

— Cannot be mere conduit, it must exercise its
own control over its assets and gifts madeto it

14




(1) Gift to Canadian Universities

Under Article XXI1(5) of the Treaty, aU.S. donor
may make a contribution to a Canadian college or
university at which the donor, or a member of the
donor's family, is or was enrolled

Such contributions will be restricted to the
donor’ s Canadian-sour come, athough the
usua U.S. donation lim il still apply

“Family” means an individual’s “brothers and
sisters (whether by whole or half-blood, or by
adoption), spouse, ancestors, lineal descendants
and adopted descendants.” This would include
donations made by students, alumni and their
family members

- Similar reciprocal relief is provided
e XXI(6) of the Treaty for donations
donor to aU.S. college or university
Canadian donor, or amember of the
ly, isor was enrolled
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(2) Giftsto Other Canadian charities

A U.S. donor who makes a charitable contribution
to a Canadian charity is entitled to clam a charitable
deduction

(a) Residency Requirement

* Inorder for a Canadian charity to qualify for the
benefits offered by Article XXI1(5) of the Treaty,
the Canadian charity must be a“resident of”
Canada

» ArticlelV(1) of the Treaty defines “resident of a
contracting state” to mean any person who, under
the laws of that state, is“liable to tax”

» ArticlelV isunderstood to include ... anot-for-
profit organization that was constituted in that state
and is, by reason of its nature, generally exempt
from income taxation in that state

18




1)

Two requirements:

— Liabletotax in Canada
— Constituted in Canada
Liable to tax in Canada

It has been the long-standing position of CRA
that, to be considered “liable to tax” for the
purposes of the residence article of Canada’ s tax
treaties, a person must be subject to the most
comprehensive form of taxation as existsin the
relevant country - means full tax liability on
worldwide income

19

However, charities are often not subject to tax in
the contracting state

CRA Income Tax — Technical News 35 on February
26, 2007

— CRA confirmed its long standing position

— There may be situations where a person’s
worldwide income is subject to a contracting
state’ s full taxing jurisdiction but that state’s
domestic law does not levy tax on a person's
taxable income or taxesit at low rates

— The determination of residency for the purposes
of atax treaty is aquestion of fact 20
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2) Constituted in Canada

* InCanada, registered charities that are resident in
Canada are either created or established Canada

* A corporation incorporated in Canada after April 26,
1965 are deemed to be aresident in Canada for tax
purposes, regardless of whether the corporationis
managed or controlled within or outside of Canada

 Where aregistered charity is constituted as atrust, its
residency is determined by where the trustees reside
—or where the majority of the trustees resides if they
could make decision by majority decision

21

» Comparison
— For U.S. charities to claim benefit under
Article XX1(6) of the Treaty, the 1995
technical explanation to the Treaty indicates
that “not-for-profit organizations’ in Article
XXI(6) are organizations such as those listed
in section 501(c) of the Code

— Since entities organized outside of the U.S. are
permitted to apply for tax-exempt status under
section 501(c)(3) of the Code, such exemption
does not necessarily imply that the entity is
resident in the U.S.

22
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" (b) Exempt from Cdn. tax and qualified in the
U.S. to recelve deductible contributions

» The Canadian charity must be (1) generally
exempt from Canadian tax and (2) could qualify
in the U.S. to receive deductible contributions if it
were resident in the U.S.

- CRA indicates that they accept any

that qualifies under section

the Code will meet this test for

rticle XX1(6)

23

* Inorder to benefit from Article XXI(5), registered
charities in Canada are exempt from paying taxes
and thereby would meet the first requirement

* A registered charity must be organized and operated
exclusively for one or more heads of charitable
purposes as recognized at common law by the
courts, namely relief of poverty, advancement of
education, advancement of religion, or other
|ourposes beneficial to the community in away the

aw regards as charitable — very broad

24
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However, the broad array of organizations that meet
the first requirement would be limited to those that
qualifg inthe U.S. to receive deductible
contributions if they were resident in the U.S.

Under the Code, for a “charitable contribution” to be
deductible, it must involve atransfer of money or
property to aqualified recipient as defined in section
170(c) of the Code — limited to those entities that are
organized and operated exclusively for religious,
charitable, scientific, literary, or educational
purposes, or to foster national or international
amateur sports competition or for the prevention of
cruelty to children or animals would meet both
requirements 2

Comparison - the application of Article XXI(1) of
the Treaty in relation to the exemption of income
earned by a charity from income tax in the other
contracting state is also restricted to “religious,
scientific, literary, educational or charitable”
organizations

26
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Recognition Procedure

Lgtétgr between the U.S. and Canada, September 26,
1

— Competent authority of each contracting state
would review the procedures and requirements
for an organization of the other contracting state

* Inorder to establish asareligious, scientific,
literary, educational or charitable
organization entitled to exemption under
Article XX1(1) of the Treaty, or

* Inorder to establish as an eligible recipient
of charitable gifts or contributions referred to
in Articles XXI1(5) or XXI(6) of the Treaty

27

In 1999, IRS issued Notice 99-47 “Guidance
Relating to Article XXI of the United States-Canada
Income Tax Treaty”

— A mutual agreement has been entered into
between Canada and the U.S. to implement the
understanding confirmed in the 1980 letter

— Recognized religious, scientific, literary,
educational or charitable organizationsthat are
organized under the law of either the U.S. or
Canada will receive recognition or
exemption ion in the other
country

28
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» Canadian charities wishing to seek benefits under
both Articles XXI1(5) and XXI(1) of the Treaty can
automatically be recognized by the U.S.

- From CRA’ s perspective:

tomatic recognition procedureis only
for U.S. charities seeking Treaty

nder Article XXI(6) of the Treaty but
Article XXI1(2)

0 seek benefit under Article XXI1(1) of
, U.S. charities are required to submit
ation to CRA

29

(3) Bequests to Canadian Charities

» U.S. imposes an estate tax on death, while Canada
applies an income tax on capital gains deemed
realized at death rather than an estate tax

« Article XXIX B of the Treaty isintended to
coordinate the operation of the death tax regimes of
the U.S. and Canada

» Article XXIX B (1) provides that a Contracting State
shall accord the same death tax treatment to a bequest
by an individual resident in one of the Contracting
States to a qualifying exempt organization resident in
the other Contracting State as it would have accorded
iIf the organization had been aresident of the first
Contracting State

30
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The organizations covered by this provision are
those referred to in Article XXI1(1) of the Treaty —
I.e. “religious, scientific, literary, educational or
charitable’ organizations

A bequest by aU.S. citizen or U.S. resident to
such an exempt organization generally is
deductible for U.S. estate tax purposes under
section 2055 of the Code, without regard to
whether the organization isa U.S. corporation

31

However, if the deceased isnot aU.S. citizen or
U.S. resident, such a bequest is deductible for
U.S. estate tax purposes, under section 2106(a)(2)
of the Code, only if the recipient organizationisa
U.S. corporation

Under Article XXI1X B(1) of the Treaty for U.S.
estate tax purposes, aresident of Canada who was
not aU.S. citizen immediately before death and
who bequeaths property to a Canadian registered
charity will betreated asif he or she had
bequeathed property to a charity organized in the
U.S.

32
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However, paragraph 1 does not allow a deduction
for U.S. estate tax purposes with respect to any
transfer of property that is not subject to U.S.
estate tax

Consequently, the amount of such a bequest will
be alowed as a deduction for U.S. estate tax
purposes under the Code provided that the
property so bequeathed is part of the assets that
would be included in the gross estate situated in
the U.S. of the deceased person

33

Comparison - Since thereis no estate tax in
Canada, Article XXIX B(1) of the Treaty would
have no application in Canada. Where a deceased
person who was a Canadian resident and not aU.S.
citizen immediately before death bequeaths
property to a U.S. tax-exempt charity, Article
XX1(6) of the Treaty would apply and Article
XXI1X B(1) of the Treaty would not apply. If the
deceased has no U.S. source income in the year of
death or in the year immediately preceding the year
of death, no donation credit will be allowed

17



:Comparison - Non-Reciprocal Relief under
the Income Tax Act for Giftsto U.S. Charities

e Canadian commuter donors

» Prescribed universities outside of Canada
e United Nations

» Gifts by the Queen

35

a) Canadian donors who are commuters

» The person resides in Canada near the Canada-
U.S. border

* The person commutes to his or her principal place
of employment or businessin the U.S., from where
the person derives hisher chief source of income

» Thedonationis madeto aU.S. religious,
charitable, scientific, literary or educationa charity
created or organized under the laws of the U.S. -
same as those entities that qualify under Article
XXI1(1) of the Treaty (but not al 501(c)(3)
charities)

36




b) Prescribed universities

» Canadian donors are permitted to make charitable
donations to foreign universities prescribed to be a
university if their student body ordinarily include
students from Canada

» Pursuant to Regulation 3503, these universities are
those named in Schedule V111 to the Income Tax
Regulations

» The qualifying entities must be the universities
themselves, and that an entity, e.g., acentreor a
foundation, whose activities and funds are
dedicated to achieving the goals or the activities of
aparticular university would not qualify

37

c) Donee of Her Mgesty in the Right of Canada

» Canadian donors can make donations to
charitable organizations outside of Canadato
which Her Mgesty in right of Canada has made
giftsin the current year or in the previous
calendar year

* Thelistiskept by CRA - last revised on March 3,
2008

» CRA isresponsible for determining whether the
entity receiving a gift from the federal Crown isa
“charitable organization” according to Canadian
law, and whether the payment to the foreign
entity isa“gift” at law

38
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d) United Nation and its agencies

Canadian donors are permitted to make charitable
donations to the United Nations and its agencies

U.S. charities that are considered to be “agencies’
of the United Nations would fall within in this
category

It is not clear what entities are agencies of the
United Nations for the purpose of the definition
of qualified donees

39

Common Gift Vehicles

In the U.S.

20



Common Gifting Strategies

* Bequests are still the most popular planned gift in
both Canada and the USA

» Planned gifts that reduce capital gainstaxes are
becoming more popular in both countries

» In Canada, this evolution began with the
reduction in capital gains taxes on gifts of
appreciated public securities

41

Who Benefits and How?

All charitable trusts and gift annuities are split interest gifts
that benefit both the donor and the charity

Donor Charity
Bequest Asset removed from estate Asset
CRUT Income + Tax deduction Remainder
CGA Income + Tax deduction Remainder
Lead trust Tax deduction + Income stream
no tax on asset appreciation

42
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Charitable Vehicles to Reduce
Capital Gains Tax in USA
Because of the scheduled increase in personal
exemption from estate tax, American gift
planners have shifted their focus from reducing

estate tax to minimizing the capital gains tax for
living donors*. The most popular vehicles are:

— Charitable Remainder Trusts (many types)

— Charitable Gift Annuities (CGA)

In the USA, the cost basis of all appreciated assetsis stepped
up to market on the death of the owner

Charitable Trustsin USA

Remainder trusts: asset given to charity; income paid
to donor et a for one or more lifetimes or term of
years. Payout must be 5%--50%

CRUT (similar to Canadian charitable trusts)

NIMCRUT net income trust (pays out only the
“Income” earned by trust)

FLIP CRUT (begins as net income and flips to
CRUT after a“trigger event”. Specificaly designed
for red estate gifts

44
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Charitable Remainder Trusts

All charitable remainder trustsin USA are tax exempt.

1) Tax deduction equalsthe “present value” of the
remainder gift to charity

2) Assetscan be sold and reinvested inside the trust without
generating any income or capital gain taxes

3) Trust payments are taxable to the individual who
receives them

4) At end of thetrust whatever remainsis donated to

charity

CHARITABLE UNITRUST ==

Generous Donor - Age 70

Property

$100,000

Give asset, sell Tax-Free.
Bypass up to $20,000 gain
may save $3.000. Income
tax deduction of $41,987
may save $11.756.

5% Unitrust

Principal

$100,000

Two Lives

2. UT annual income $5,000.
Increased income $1,000 over
prior $4,000 income. Estimated
income in 21.8 years $148,309.
Effective pretax rate 5.67%.

Spouse - Age 70

Charity
$184,536

3. If trust earns 7.85%. pays 5
then grows by 2.85%. After
two lives, trust passes
without probate to charity.

23



CHARITABLE UNITRUST

Generous Donor - Age 70 Spouse - Age 70

Property 8% Unitrust

$100,000

Principal

$100,000
Charity

Two  Lives $94,897

ve asset, sell Tax-Free. 2. UT annhual income $8.000. 3. If trust earns 7.76%, pays 8%.
pass up to $20,000 gain Increased income $4,000 over then decreases by -0.24%. Aff
y save $3,000. Income prior $4,000 income. Estimated two lives, trust passes
E deduction of $25,863 income in 21.8 years $170,114. without probate to charity.
y save $7,242. Effective pretax rate 8.62%.

A More Complicated and Realistic
CRUT Illustration

Assumptions:

Generous Donor Couple (70 & 70) donate
apiece of real estate worth $500,000 (basis =
$200,000) to a 6% two-life CRUT. After
deducting 10% sales expenses | used actual S& P
500 returns for the last 22 years to predict the
income stream they will receive.

24



STANDARD UNITRUST ==

Initial Amount

$500,000

tandard Payout Model

Transfer and sell tax-free.
Bypass up to $250.000 gain
may save $37.500. Income
tax deduction of $178,070
may save $49,860.

Generous Donor - Age 70

6% Unitrust

Principal

$450,000

Two Lives

2. Unitrust Income of 6% to

donors for two lives. Annual
income at payout $27.000.

If trust earns 5.03%, pays 6%
income during two lives, total

Spouse - Age 70

Charity
$872,200

3. Income for estimated
period of 21.8 years.
After two lives, trust
principal paid to charity.

lifetime income is $1.037.889.

PRINCIPAL® ANNUAL INC. INC. AFTER  DONOR'S _ INC TAX TOT. ACCUM
503% Ret  600% UT  TAX280%  ADDITIONS SAVINGS (3+45+5%1.049)
Years -1.07% Gr e} 3) ) ) B
T $450 000 40 A6 49 A6
434 450 §27 000 §19,440 §0 il 71759
462,100 26 67 26,067 il il 101,367
560 186 27 7% 27 7% il il 134,094
500,574 33 5 3305 il il 174,314
F02,213 30,038 30,038 i] i] 212 949
582725 36,133 36,133 il il 259 567
598 560 35 B3 35 563 il il 307 957
565 546 35914 35914 il il 359 164
724 207 33933 33933 il il 10711
727 227 13,452 13,452 i] i] I73 475
1033816 48 B33 49 F33 il il 547 4GS
1,247 035 2,029 2,029 il il 536 503
1,414 941 74,822 7482 0 0 742727
1214224 84,896 84,89 0 0 8654 265
7,006,768 72,853 72,853 0 0 979 758
730,757 B0 406 B0,406 0 0 1,088,500
879 425 43845 43845 0 0 1,188,047
905 408 52,766 52,786 0 0 1,2973%
877 824 54,324 54,324 0 0 1415853
937 223 52675 52675 0 0 1,535,170
916177 56,233 56,233 0 0 1.670.289
861 208 54971 54971 0 0 1807663
809 534 51672 51672 0 0 1948516
760 862 48572 48572 0 0 2093218
715,304 15 553 15 553 0 0 2,242,144
672,386 42918 42918 0 0 2395679
632,043 40,343 40,343 0 0 2554212
584,120 37923 37923 0 0 2718147
558,473 35 547 35547 0 0 28387893
£24 565 33,508 33,508 0 0 3,083,876
493 467 31,498 31,498 0 0 3,246,530
483 359 29 608 29,608 0 03,4330
438,027 27 832 27 832 0 0 3,533,666
409 568 26,162 26,162 0 0 3539094
ﬁ oy o ﬂ'}' PrEE [ [ A [ W




. Points to Note about CRUT Income to
Donors

1) Both salling expenses (e.g. brokerage commission on real
estate) and trustee expenses will be deducted from the
corpus and will reduce income paid to the donor. Net
proceeds of saleis only $450,000.

2) CRUT Incomerises over time from $27K in year 01 to
$56K in year 21.

3) CRUT income may be highly variable year-to-year
especidly if alarge proportion of the corpusisinvestedin
equities. Note-income falls by 48% from year 14 to year
17!

51

. Points to Note about CRUT Incometo
Donors

4) If trust corpusisinvested primarily in bonds returns will
be low and the value of the charity’ s remainder interest
may fall below the tax deduction.

5) Make certain the donors are comfortable with a variable
income stream and can handle short term but sharp
declinesin CRUT income.

52
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Charitable Gift Annuities (CGA)
in USA

» Offered by many American charities

» Legaly acontract with the donor (payments are
guaranteed by full faith and credit of the charity)

» American Committee on Gift Annuities
recommends payout rates: 5.4% (couple aged
60/60) to 11.3% (single 90 year old)

* Annuity rate schedule is adjusted periodically so
that ~ 50% of the annuity amount will be a gift
for which the donor receives atax deduction

53

Charitable Gift Annuity [Ces

Generous Donor - Age 70 Spouse - Age 70
5.90% Annuity

Property

$100,000

Principal
$100,000

Charity
$100,000

(Approximate Value)

Gift property to charity. 2. Annuity of $5,900.00 3. Quarterly payments for
Partial bypass $20,000 gain for two lives. Tax-free two lives. Property passes
nay save $648. Income amount $3,058.38. Estimated to charity with no probate
ax deduction of $21,606 two lives payout of $128,620. fees. There are also no

may save $6,050. Effective payout rate 7.7%. estate taxes, if married.




Tax Considerationsin USA:
Charitable Gift Annuities (CGA) and
Charitable Remainder Trusts

Can be funded with different assets (cash, stock, bonds,
real estate, even personal property)

Gift isirrevocable

Tax deduction = gift portion = “present value” of gift
Tax deduction must equal 10% of trust assets

Capital gainstax on “gift portion” isforgiven

Capital gainson “retained portion” is spread over life of
income beneficiaries

CRUT annual payout range: 5%-50%

55

1)

2)

3)

Charitable Lead Trusts

CLTsare the mirror opposite of remainder trusts. Donor
givesincome to charity and gives property to relatives
(family lead trust) or it returns to the donor (donor lead
trust).

CLTsare relatively uncommon,; they represent less than
5% of all charitable trusts.

CLTs are becoming more popular because when interest
rates are low, as in the present economic environment,
the tax deduction for a CLT increases while the tax
deduction for aremainder trust or CGA falls.

56
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Annuity Lead Trust =

Prepared for Generous Donor

7.00% Lead Trust

Original Property
$100,000
Trust Principal

$100,000 :>
Trust To Family

$265,507
Term of 20 Years
Gift asset to lead trust, 2. Income of 7.00% to charity 3. After term of years, trust
charitable gift tax for 20 years. distributed to family.
deduction of $100,000. First year income $7.000. Passing $165,507 growth
Deduction reduces taxable gift  Total charitable payments to family saves $49,652
from $100,000 to $0. in 20 years $140,000. in gift or estate taxes.

Tax Consderations in USA
Lead Trust

1) Family lead trusts are established to offset the gift tax
when avaluable asset is given to amember of the donor’s
family. If the “present value” of the lead payment to
charity equals the amount given to family no tax liability
is created. In the example above the lead payment of
$7,000 per year for twenty years = $140,000 offsets the
tax on the whole gift of $100,000.

2) All gaininvalue of asset after it is donated to the trust
passes to the family free of tax.

58
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Tax Congderationsin USA
Lead Trust

3) Inalow interest rate environment (such as the present)
lead trusts are more attractive because the tax deduction
increases as the interest rate decreases. CRUTs are
exactly the opposite.

4) Grantor lead trusts, in which the asset reverts to the donor
after the end of the trust, are used to establish alarge tax
deduction this year e.g. to offset alarge increase in
taxable income.

59

Cross-Border |ssues

e Charitable remainder trusts

1)A U.S. donor who donates property to a
charitable remainder trust to benefit a Canadian
charity

» The Canadian charity must meet the relief
provisions under the Treaty, i.e. U.S.-source
Income, Canadian college or university from
which the Canadian is an aumnus

 In Canada, since the interest given to the
charity is aremainder interest, the amount
of the tax credit will be equal to the value of
the remainder interest given to the charity

60
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* Inorder for the Canadian charity to issue a
receipt for the remainder interest, the
requirements under Canadian law must be
complied with:

— Thetrust must be irrevocable

— The charity’s remainder interest in the
trust must vest in the charity at the time
the property istransferred to the trust

— the terms of the trust must not provide for
apower of encroachment —in order to be
able to determine what, if anything, the
charity will ultimately receive from the
trust

61

* If the terms of the trust to be established by a
U.S. donor do not meet the requirementsin
Canada, consider naming the Canadian
charity’ s friends organization as remainder
beneficiary

62
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2) A Canadian donor who donates property to a
charitable remainder trust to benefit aU.S charity

» Theterms of the trust must comply with
Canadian requirements in order that the
Canadian donor be entitled to claim the tax
credit for having made avalid gift to a
charitable remainder trust

* The U.S. charity must meet the relief provisions
under the Treaty or the Income Tax Act, e.g.
Canadian-source income, U.S. prescribed
university, U.S. college or university from
which the U.S. is an alumnus, etc.

63

Gift annuities

1) For a U.S. donor — to purchase gift annuity from
a Canadian charity that meetsthe relief
provisions under the Tresaty, i.e. U.S.-source
income, Canadian college or university from
which the Canadian is an alumnus.

2) For a Canadian donor - to purchase gift annuity
fromaU.S. charity that meets the relief
provisions under the Treaty or the Income Tax
Act, e.g. Canadian-source income, U.S.
prescribed university, U.S. college or university
from which the U.S. is an alumnus, etc.

64
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— Withholding tax issues

— Authority to issue annuity

— Reporting requirements

— For U.S. donors, consider purchasing annuities

from “friends’ organization of a Canadian
charity

65

Conclusion

Must work with the rules under the Code and the
Income Tax Act

The Treaty provides some limited relief for
charitable gifts

The use of cross-border charitable remainder trust
and gift annuity is complicated and must be
carefully planned

Canadian charities may find it beneficia to
establish friends organizationsin the U.S.

66
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THANK YOU

DISCLAIMER

This handout is provided as an information service by Carters Professional
Corporation and American Cancer Society. Itis current only as of the date of
the handout and does not reflect subsequent changesin law. This handout is
distributed with the understanding that it does not constitute legal advice or
establish any solicitor/client relationship by way of the information contained
herein. The contents are intended for genera information purposes only and
under no circumstances can be relied upon for legal decision-making. Readers
are advised to consult with a qualified lawyer and obtain awritten opinion
concerning the specifics of their particular situation.
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