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CRA Split Receipting Rules and Subtracting Advantages from Donations
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Before 2002, if a donor received anything back (i.e. an advantage or “consideration”) for the donation there was no gift. Now with the “split receipting” rules a donor can receive an advantage of up to 80% of the value of the donation but the amount of the advantage may reduce the eligible amount of the tax receipt.
Split receipting permits a charity to issue tax receipts for the eligible amount of a gift, which is the fair market value (FMV) of the gift minus the FMV of the advantage available to the donor. However, if the donor receives an advantage of over 80% of the value of the donation, then generally it will be considered that there was no “donative intent” and no gift was made. Registered charities cannot issue a tax receipt where the value of the advantage available to the donor is more than 80% of the fair market value of the gift.
CRA provides the following example of split receipting on its website: 

Example 

An individual donates $100 to a charity and in return receives a ticket to an art exhibit valued at $50.

FMV of gift 





$100

FMV of advantage (ticket received by donor)

$  50

Intention to make a gift threshold (80% of FMV of gift) 
$  80

Since the FMV of the advantage received by the donor ($50) falls within the intention to make a gift threshold ($80) the charity can issue a receipt.

If the FMV of the advantage had been $81 or more, the intention to make a gift threshold would not have been met and the charity could not issue a receipt.
However, if the FMV of the advantage available to the donor is not more than the lesser of $75 or 10% of the FMV of the gift a registered charity does not need to deduct the advantage available to the donor when calculating the eligible amount of a gift. This is referred to as the de minimis rule and where applicable, the FMV of the gift would be the eligible amount of the tax receipt since no deduction is required. 
CRA provides the following example of the de minimis rule on its website: 

Example

An individual donates $100 to a charity and in return receives a mug valued at $6 and a pen valued at $2.

FMV of gift






$100

Combined value of advantages




$    8

De minimis threshold (lesser of $75 or 10% of value of gift)
$  10

Since the combined value of the advantages ($8) is less than the de minimis threshold ($10), the charity does not need to subtract these advantages from the value of the gift when issuing the receipt.

If the FMV of the advantages had been $11 or more, the charity would have to subtract the advantages from the value of the gift when issuing the receipt.

In addition, if the FMV of the advantages had been more than $80 (80% of the FMV of the gift), the intention to make a gift threshold would not have been met and the charity could not issue a receipt.

It is important to note that the de minimis rule does not apply to cash or near-cash equivalents (e.g. gift cards, gift certificates, vouchers, and coupons). A registered charity must always deduct cash and near-cash equivalents from the FMV of the gift to determine the eligible amount of the gift for a tax receipt. 

FMV can sometimes be a tricky determination and where a registered charity cannot determine the FMV of the gift or the FMV of the advantage available to the donor, no tax receipt should be issued.   
For more information on split receipting, please visit CRA’s website at http://www.cra-arc.gc.ca/chrts-gvng/chrts/prtng/rcpts/splt-eng.html. 

You may also wish to visit our Blumbergs’ Receipting Kit, which compiles a large number of CRA policies and guidance on receipting, including those related to split receipting and FMV.
Mark Blumberg is a lawyer at Blumberg Segal LLP in Toronto, Ontario.  He can be contacted at mark@blumbergs.ca or at 416-361-1982. To find out more about legal services that Blumbergs provides to Canadian charities and non-profits please visit www.canadiancharitylaw.ca or www.globalphilanthropy.ca  
This article is for information purposes only. It is not intended to be legal advice. You should not act or abstain from acting based upon such information without first consulting a legal professional.
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