The Charities File: On Board

Agenda Gems: Board Training for
Maintaining Charitable Status




This module will give you an overview of:

1. The Board’s responsibility to ensure that a charity is

operating in a transparent, accountable, and efficient
manner

2. Key practices to help a charity meet its obligations under
the Income Tax Act and follow the guidelines of Canada
Revenue Agency (CRA)

3. Agenda items for board meetings, annual meetings and
board orientation sessions, aimed at improving awareness
and capacity
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Module Includes:
e General Information
e Terms and Definitions
e Examples and Descriptions

Advice (CRA is the authority and professional expertise is
often required for more complex issues)

Provision of specific information that may only be relevant
to one organization

Information pertaining to provincial or territorial

legislation, Acts, or requirements for societies and non-
profit organizations
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The Board of Directors is the legal entity that has ultimate
authority and accountability as the official governing body of a
charity. They:

e Are accountable for competent, conscientious and
effective management

e Must govern affairs within relevant legislation and
regulations

e Ultimately have sign-off authority and responsibility
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Independent Governance
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Charitable organizations and public foundations
governed by a Board of Directors or Like Officials
must be at arm’s-length from one another

Arm’s length describes a relationship where
persons act independently of each other or who
are not related




Charitable status means that an organization has:

e An exemption from paying income tax

e The ability to issue official tax receipts for gifts
received, thereby reducing payable income tax for
individuals and taxable income for corporate donors

e The ability to receive funding from other registered
charities because the organization is officially
recognized as a “Qualified Donee”
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Public Embarrassment
Loss of Reputation
Hurts Credibility of the Voluntary Sector
Range of Sanctions from CRA
= Financial penalties
= Removal of privileges until corrective action taken
Revocation of Charitable Status

= Unable to issue tax receipts for donations

= | oss of status as a Qualified Donee
®= No longer tax exempt
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Ensuring Activities match Charitable Purposes

Completing the annual T3010 - Registered Charity
Information Return

Directing Charitable Donations to Charitable Activities
(Disbursement Quota)

Following Acceptable Receipting Practices

Adhering to Fundraising Guidelines

Understanding other Complex Issues Complex
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An organization’s Charitable Purposes would have been described
in the objects when they applied for charitable status.

There are four categories of approved Charitable Purposes:

Relief of Poverty
Advancement of Education
Advancement of Religion

Purposes beneficial to the community, in a way that the law
regards as charitable

(May use pre-approved objects )
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CRA provides guidelines to assist charities in devoting
adequate resources to charitable activities.

They define three basic categories of activities:

1. Permitted Charitable Activities
Approved and appropriate — connected to mandate of charity

2. Permitted but restricted activities
Charities can direct some resources within defined limitations

3. Prohibited Activities - outside mandate of charity
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A complete Information Return includes

Registered Charity Information Return (T3010) which must
include a Registered Charity Basic Information Sheet (BIS)

Copy of the Registered Charity’s Financial Statements

List of Directors/Trustees or Like Officials with all required
information

Worksheet of other charities (Qualified Donees) to which you
have given funds
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Public Confidential

= Posted on CRA = Kept in CRA file
website

= Names and positions | = Birthdates of directors
of directors

= Arm’s-length = Other private information
relationship about Directors such as
information home phone numbers and
addresses
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2. Donations to

What is a Disbursement Quota (DQ)?

" The minimum amount a registered charity has to spend on
charitable activities or gifts to qualified donees to keep its
registered status.

What is the purpose of a Disbursement Quota?

* Ensure most of charity’s funds used for charitable purposes
= To discourage charities from accumulating excessive funds
= To keep other expenses at a reasonable level
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Receipted

80% guideline

Donations

+

Other Assets held but Not
used for charitable

programs Generally a
* Gifts-in-Kind 3.5 % guideline
+ Enduring property - Calculation can be
complicated

* Capital Assets
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Receipts must include the following information:
The charity’s name, address, BN/Registration #
Date donation received
Total amount received by charity
Who it was donated by, address of donor
Date receipt issued, location receipt issued
Authorized signature of charity
Listing of CRA charities website

Some receipts must include other elements if they involve non-cash gifts
and valued added benefits that the donor received:

The Eligible Amount of Gift for tax purposes
Description of property

Value of advantage

Appraised by, and Address of Appraiser
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Fundraising

e Conducting activities — salaries, overhead, promotional materials,

campaign supplies, electronic data processing, office expense
directly related to fundraising

e Promoting charity to community for fundraising purposes
e Fees to consultants or agencies

Limitations with respect to fundraising

e Use of third party fundraisers — consultation report highlights
e Deploying resources within the charity
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Get Professional Advice or Consult CRA to understand
some complex issues:

Capital gains, capital gains pool, capital gains reduction
Disbursement Quota

Enduring property (bequests, planned giving)
Types of gifts (specific, exempted)

Gifts in Kind

Loan backs (reduction of Fair Market Value)
Non-qualified investments and securities
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Annual Review of activities related to charitable
purposes (planning)

Motion to Confirm that T3010B has been filed (at
board and Annual General Meeting)

Information/Training at Board meetings
Presentation at Board Orientation Session
Review/Develop Fund Raising Policies
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1. Review the Guide to Completing the Charities
Information Return

2. Ask for Clarification

e Toll Free lines —phone, FAX, both languages
e Write for advice — rather than guess

3. Visit Internet Resources on CRA website

www.cra.gc.ca/charities www.arc.gc.ca/bienfaisance
e All forms and publications
e Summary policies on all issues
e Information Letters on numerous topics
e On-line Listing of Registered Charities
Registered charities newsletter — broad, specific (4x year)
Electronic mailing lists — register to receive what’s new
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http://www.voluntarygateway.ca/
http://www.cra.gc.ca/charities
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Charities File Website Training and Resires

Charity Central

The Charities File f&

to Complete the
T3010A

Your Guide Through Charity Law

Charit%Central

Legal Information Society of Nova Scotia
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