Table of Contents

AbOUT the AUThOT ... e e iv

) Lo ot YN X

QN g Yo LU Tl 1o o WA xii
PART I

Starting a Charity

T FUNAOaMENTALS ..ueeiiieie i e e s mnr e n e e e s mn e e e 3
History of the law of charity in England ..........coooiiiiiii e, 3
History of the law of charity in Canada .........ueeeeeiiiiiiiiiiiiiiiiiiiiiieee 4
What can be donated? ...t 6
AL Te T B C o1 & PP PPPPPPPPPPRPIRE 6
Tax FUNAMENTALS ...eeieieiii e 7

2 | Charity SHrUCKUIE. . .uererersseeessnnreeesssssssssnneneesssssssnnseessssssssnnnnnesssasssssnnnnesessnn 15
Unincorporated aSSOCIOON .uuuuuuuuuueiiiiiiiiiiiiiiiiititiabisaesaeeeaeeeeeaeaeeeaeeeeeeeeeseeennnnene 15
Charitable TrUST ..veeeeiii it e e e e e e e e e as 16
(00T g Yoo} 1T s T PP 17
JURISAICHON L 18
Operating extra-provincially ........oooiiiiiiiiiiiiie 30

3 | What is @ Charity?....ciiiccccieeeeeiessssssseeee s s s s ssssssse e s ssssssssnsseessssssssssnsessssssses 47
Charities vs not-for-profit vs for-profit.......cccoeciiiiiiiiiiiiiie e 47
Other qualified dONEes. .....cuviiiciiiiiie e 48

Charitable 0bJects ......iiiiiiiiiiieee e 49



vi RUNNING A CHARITY: A CANADIAN LEGAL GUIDE
Charitable heads ...ooii i e 49
CRA INTErPretatiONS ciiiiiiiii ittt e e e 52
PUblic Benefite e i 53
MOdEl ObJECTS 54
Drafting ObJECTS .uiiiiiiiie et 54
Broad and VAGUE ... 55
D eSigNATION. ceiiiiiii i 55
4 | Registering as a Charity......ccceurrimerrrnnnessssse e s s s mn e s ssms s sme e 57
The T2050 / T1789 fOrm ..eeiiiiiie et 57
Access 10 the CHAMP System .....coiiiiiiiiiiiiiiiee e e 58
Political activities defined ...... .o 65
AlloWablE QCHIVITIES wvvrrriiiiiiiieiee e e e e e 65
Post-application process .......ccuuuiiiiiiiiiiiiiiii 68

PART Il
Maintaining a Charity

5| Books and Records .......cccueeririmerissinnenisssneessssne s e s s s e e s s snne s s smne e s sne e s ssnnes 71
IO UCTION e 71
What are books and records? ........cooiiiiiiiiiiii e 71
COrpOrate FECOIAS w.viiiiiiie ittt e s e e e 72
VL@ EHINGS s 72
oY 2 T 72
Transaction@l rECOTAS .....oiieriiiiiiee e 73
Additional records.......ooiiiiiiiiiiii 74
Creating rECOTAS coiiiiii i 75
Where must they be kept? ....oocviiiiiiiii e 76
Electronic record KEEPING ......uuuuuuuuuuuuiiiiiiiiiiiiiiieisiiiasieeaeeeabesaeaeeebeeeeeeeeeeaeeeeneeee 76
How long to keep records.........cuuiiiiiiiiiiiiiii 77
WHho €ON SEE rECOTAS .oviiiiiiiiiiiiiiee e 78
DT OIS s 78
IMEMIBEES ..ttt 79



TABLE OF CONTENTS vii

What [anguage .......eeeiiiiii 80
Creating books and records.....uuuuii i 80
PUNISRMENTS et 81
6 | Raising FUNAS «.oiiceeeeeieieececcseree e e s s s sssnese e s s mmn s e e e e s mmn e e e e e s s nmmnnnne s 83
Donations of cash ... 86
PUBIIC SECURITIES s 86
Flow-through shares .......oocoiiiiiiiiee e 88
STOCK OPTONS. 1ttt e 90
DErIVATIVES weirieeiieieitiiiiieeeeeeeseteee e e e e e e s s st eeeeaeeessannsneeeeaaeeesaannnnneneeeeeeannnnnees 91
PriVOTE SECUIHIES 1eviiiueieeeiieeee e e ettt e e e e e e e s s e e e e e e e e e s s e e e e e e e e essnnreneeeeeeeeaannnes 91
RRSPS/RRIFS. .....eeeieiiteiee ettt ettt e et e e et e e e s e s e e e e e nneeaeeenees 92
L TTU T T Y Y 94
F N TS TU T YRR 95
N VoY S 96
Canadian Cultural Property .......cooieiiiiiieeeeeiee e 96
Property donated by artist .....ccueeiiiiieiiieiiiiee e 98
[NVENTORY Lottt 98
Personal USe ProPerty....cuu e i ii i eeieiieee e e e e e e e e e e e e e e e e e e e e e e e e nnnnes 99
Listed personal property.......cccuuiiiiiiiiiiiii 102
Yo T IE=S 7o T R 102
ReSidUal INTErESTS . uuuuuiiiiiiiiiiiiiiiiiiit e 103
Charitable remainder frust ......oooiiiiiiiiiiiiee 104
Gifts 10 U.S. Charities cooeiiieiiiee e 105
VOlUNTEEE SEIVICES ceiviiiiiiiiiiiiiiiiiiiiiiti ettt ettt ettt ettt ettt e et et e e e e e e e e e e e e e e e e e eeeeees 106
LOaN BOCKS - 106
7 | Revenue and Receipting.....ccceerrsurerrrssnmrrssssneersssssne s s smes s sssme s ssssmmn s s sme s 107
BUSINESS FEVENUE .. .uutiiiiiiiiititiiiit ittt b e es bbb sabnsnnnnnnnnnees 107
[NV ST M ENT TN COMIE - s m
SPONSOISRIPS 1 112
Purchasing for the purpose of donating ......ccveeviiiiiii i 112
SPlit FECEIPTING 1oiiiiiiiiie e 13
What goes on the receipt ......ueiiiiiiiiiiiiiiiii 114
WHho gets the reCeiPt .uuiiiiiiiiiiiiiiiiiiiiieieeieeeeeeeeeeeeee ettt 115

When is the receipt issued?.......uiiiiiiiiiiiiee e 115



viii RUNNING A CHARITY: A CANADIAN LEGAL GUIDE

Replacing @ receipt ...uuuiiiiiiiiiiiiiiiicc 115

R UINING QIS - 116

8 | CRA INTEraction c..uueeerisseeessesneeesssseeesssnseesssssneessssnnssssssnnessssnsesssssnsensssnns nz
L1510 (O SRR 17
Director PENAIES «oiueeeeiieiie e e e ettt e e e e e e e e e e e e e e e e e s ee e e e e e e e e nanes 119
Potential penalties ... 120
Penalty QUIdEliNes . ... 123
CompliaNce AgreEmMENTS ..cccoiiiii it 124
ObJECHONS ittt 125

Y o oYY | SO PP PPPPPPPPPRt 127

9 | SPending MONEY ..eeeiiiiiiiiineiiieeie s cnree e e s s s s ssn e s s s nnn e e e s s nne e e e e s 128
Disbursement qUOTA ....eiiiiiiiiiii 128
FUNAraiSiNgG @XPENSES «.uuuuii s 133
Deals with board members............uuuiiiiiiiiiiiiii 134
Maintaining control and dir€Ction..........uueuuueeiiiiiiiiiiiiiiii i 135
Operating through an agent ... 137
Operating through a joint venture ... 138
Co-0Perative AgreEMENTS...ccuuuiiiiieiiiiee ettt et e e 138
Purchasing from an overseas supplier ...........uuueuiiiiiiiiiiiiiiiiiiiiiiieeees 139
International branches of the same organization ..........ccccceiiiiiiiiiiiiee 139

1O | GO T-H ST ISSUES +uurrrrnrrrennsirenssernsssennssrsnsssennsssennsssensssssnsssennsssennsssnnnssennnnss 141
E XM PT SUP P S - 142
Zero-rated supplies ......occuiiiiiiiiii 143
Charities eligible for the GST/HST rebate ....cooovviiiiiiiiiiiiiiieee 144
Required registration ... 144
(GrOSS FEVENUE TEST wurriiiiiiiiiiirireieee e e e s e e e e e e e s e e e e e e e e e e e e e e e e e e e e 145
$50,000 taxable sUPPlies teSt ...euireiruirieriiiie e 145
Eligible and ineligible Xpenses ..... ..o 145
11| Directors’ Responsibilities ........ccoeueeeeriissssssnneesessesssssnnseessssssssssnsssssssssssssnnnes 147
Corporations vs. unincorporated enfities .......ccceeeirrirreeiiiiieeneiieee e 147
Types of abilities ....ueeeiieeiiiiiiiiie e 148
Level OF €O weriiiiiiiee e e e e e 148

Ve 1= VL= T 149



TABLE OF CONTENTS ix

CommOon [aW dUIES weieeiiiiiiiiiie ettt e e e e e e e 149

Fiduciary obligations ...........eeeeeiiiiiiiiiiiiiiiii i 151

STATUTOTY UTIES .eeiiiiiiiiiie ettt e e e 151
PART Il

Death of a Charity

12 | Winding up a Charity «ooocceeeicreeerieee e s s ssss s sms e s smne s sssmne s 157
Dissolution: Tax conSiderations ...........uuuueeeeeueeuuieeiuiiireeeeeeeareeneeeeeeee————. 157
Change of STATUS ..eviiii i 157
oY =TT 158
Voluntary revocation........oicuiiiiiiiie e 158
FAilure 10 fil . eeeee e e e e 159
ReVOCAHON fOF CAUSE ..uviiiiiiiiiiiiiiiiiiie ettt e e e e e e e e 160
Publication in the Gazette .......c.uuueeeiie e e e e e e e 160
IMMediate reVOCATION ..u.uuueiiiiiiiiiiiiiii i nnnnnnnes 161
What is the tax status of a revoked charity?.......ccooviiiiiiiiiiiiiiiieeee 161
ANNUIMENT L.t 162
Property in the charitable sphere .............uuiiiiiiiiiiiiiiiiie 163
REVOCATION TOX s 163
The Winding-Up Period.......uuuuuiieiiieiiiiiiiiieeieeieeeeeeeeaeeeeeeeeeeeeeeeeeeeeeeeeeeeeeerereeenees 164
Eligible donees ........cuuiiiiiiiiii s 164
Returns under the Income Tax ACt ... 165
Notices of 0bJECTION ..uiiiiiiiiii e 166
Other implications of revocation. ... 166

Appendix: Current Model Objects......cciiiiiiiiiiiiiiiiiiiiiiiiiiiiciieeeeeeeeeeeeeeeeeee e 167

GlOSSANY ettt ettt e e e e e e e e 173



