THE ECOLOGICAL
GIFTS PROGRAM

A legacy for tomorrow ...
A tax break today
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Canadian Wildlife Service
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What is the Ecological Gifts Program?

A federal tax incentive program
that offers
Income tax benefits to

private and corporate landowners
who donate

ecologically sensitive lands and
partial interests in lands

to qualified recipients
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Terminology

Donor
* Individual or corporation making the donation

Recipient
 Eligible nature charity or government body that accepts
the donation
Appraiser
» Qualified individual commissioned to value the donation

Ecological Gift

. C(ISift = voluntary transfer, without consideration to the
onor

« Ecological gift is a ‘gift’ of land or interest in land certified
as ecologically sensitive
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Benefits to the Donor

A non-refundable income tax credit
for individuals, and

an income tax deduction for
corporate donors

* No capital gain on the transfer

* No limit to the total value of Ecogift
donations eligible for deduction

e Tax credit must be used over 11
years

« Land is protected in perpetuity
« Marketing and PR opportunity
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Process Overview

. Donor and Recipient arrange gift

2. ECCC confirms the ecological
sensitivity with help from Donor
and/or Recipient

3. Donor and ECCC determine the
value of the donation

4. Donor transfers the gift to the
recipient

5. Donor claims the tax benefits
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Step 1: Donors

* Primarily interested Iin
protecting their
oroperty(84%)

e Support conservation
organizations (65%)

 Retired (53%)

Corporation
39%

Individual
58%

Estate
3%
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Step 1: Who are the Eligible Recipients?

Local Gov't
31%

Land Trust
63%

Provincial
5%

Federal
1%

« ECCC maintains a national list of more than 160
eligible Land Trusts
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Step 1: What can be donated?
oo e

* Fee Simple lands

 Conservation Covenants:

 Restrict land use, building,
subdivision

* Preserves the land in its natural state

« Registered on title and binds future
owners

* For Québec click here.

» Life Estates

l * l Environment and Environnement et Can d"'
Climate Change Canada Changement climatique Canada a a


https://www.canada.ca/fr/environnement-changement-climatique/services/financement-environnement/programme-dons-ecologiques/apercu.html

Step 2: What is

Ecologically Sensitive Land?

* 6 national criteria exist (see the Ecological Gifts
Handbook p. 8)

* Generally:

* Undeveloped land
« Wetlands, areas adjacent to water bodies (riparian)
« Rare species and ecosystems

-
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https://www.canada.ca/en/environment-climate-change/services/environmental-funding/ecological-gifts-program/publications/program-handbook.html

Step 2: How to Prove Ecological

Sensitivity

* Recipients usually provide ecological expertise

» Sensitive Ecosystem Inventory provides maps of
sensitive areas

« Small properties (<1 ha) require additional proof

« Sample letter in appendix A of Handbook
 Location
« Type of donation (include draft covenant)
« Assessment of ecological character
« Species present, including rare species
 Maps

. EC%C Issues Certificate of Ecologically Sensitive
an
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https://www2.gov.bc.ca/gov/content/environment/plants-animals-ecosystems/ecosystems/search-ecosystem-info

Step 3: Determine the Value of the

Donation

* Donor or Recipient hire Appraiser
« Appraiser knows it is for the Ecological Gift Program
» Appraiser uses the “Guidelines for Appraisals”

« Appraisals must be recent (effective date < 6 months
before application)

* Donor sends an Application and the Appraisal

e ECCC Issues Notice of Determmaﬂon Donor
signs and returns Notice
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Step 4: Donor transfers the gift to the

recipient

Donor transfers the gift

« Donor or Recipient
orovide ECCC with
evidence of the transfer

« ECCC issues the
Statement of Fair
Market Value

* Recipient issues tax
receipt
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Step 5: Donor claims the tax benefits

Happy Creek Land Trust
Charitable Receipt b, M3k 574 Vice ~ Ontare
$126,400.00 find he o
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Some additional details

Timing:

« To get the Notice by Dec 31, apply before Sept 15

« 80% of donations complete the process in less than 10 months
« Gifts that have already been made - 3 years to apply

Advanced topics:

» Split Receipt donations - a combination of donation and sale
Inventory land

Donations from beneficial trust

Donation costs: appraisals, professional advice, endowments
Donations from US citizens
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Recipient Responsibilities

Under the provisions of the Income Tax Act
s.207.31 recipients are responsible for the long
term conservation of the donation.

Unauthorized changes in use or dispositions of
ecological gifts could result in a tax of 50% of the
land’s current market value.
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Example 1: Donation of a Covenant

 Benoit and Jeannine
earn a combined
iIncome of $50,000 / yr.

* They purchased a
home on rural acreage

 Today, It is worth
$150,000

* They want to protect
the forest on their
property but continue
to live in their house
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Example 1: Donation of a Covenant

e Donation of Scenario 6 of factsheet
conservation covenant o |
worth $60,000
(before and after
valuation)

* Ben and Jen’s yearly net
federal income tax would
have been $3,875 each

 Now $0
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Example 2: Donation of Land

Scenario 2 of factsheet

 Fiona earns $80,000 / yr.

« She purchased undeveloped ocean front property
on SSI for $200,000 as an investment

 Today, It is worth
$600,000

« She now wants leave a
legacy by protecting the
habitat in perpetuity
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Example 2: Donation of Land

* Fee simple donation of $600,000 property

: Capltal gain IS $4OO,OOO Scenario 2 of factsheet
» Taxable Capital Gain is eliminated

* Yearly net federal
Income tax
would have been
$15,409

 Now $0
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When gifts go wrong...

* Ensure the qift is truly a gift (e.g. not a
development requirement)

« CRA website, P113 Gifts and Income Tax
* CRA can provide advanced tax ruling

* Ensure appraisal follows Guidelines to
Appraisers

 supportable assumptions and hypothetical conditions
« correct certification statements

 Ensure title I1s stable and all owners are In
agreement
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Donation from Estates

* Include documentation (will, power of attorney)
with application

« See Canada Revenue Agency website, P113 on
“Gifts in the Year of Death”

» Ecological Gifts are exempt from capital gains
tax

 Reminder — seek independent legal advice
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Resources

 Website of the Ecoloqgical Gifts Program

« Key publications:

e Brochure
Handbook
Donation and Tax Scenarios
Engaging an Appraiser
Application form

Disposition or Change in Use - What Recipients
Need to Know

l*l Environment and Environnement et Can dl..
; Climate Change Canada Changement climatique Canada a, a,


https://www.canada.ca/en/environment-climate-change/services/environmental-funding/ecological-gifts-program.html?utm_campaign=not-applicable&utm_medium=vanity-url&utm_source=canada-ca_ecological-gifts
https://www.canada.ca/en/environment-climate-change/services/environmental-funding/ecological-gifts-program/publications/donor-brochure.html
https://www.canada.ca/en/environment-climate-change/services/environmental-funding/ecological-gifts-program/publications/canadian-handbook.html
https://www.canada.ca/en/environment-climate-change/services/environmental-funding/ecological-gifts-program/publications/donation-income-tax-scenarios.html
https://www.canada.ca/en/environment-climate-change/services/environmental-funding/ecological-gifts-program/publications/engaging-appraisers.html
https://www.canada.ca/en/environment-climate-change/services/environmental-funding/ecological-gifts-program/publications/application-appraisal-fair-market-value.html
http://www.ec.gc.ca/pde-egp/default.asp?lang=En&n=12345678-1&xsl=mainhomeitem&xml=69197426-452B-474B-82B0-8C37E87A1F6F

Thank you
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Disclaimer

Not advice: Simplified
iInformation provided for
education purposes

 Donors should obtain
advice (legal, financial)
specific to their own
situation
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