
  
 

 

Dentons Canada LLP

15th Floor, Bankers Court

850-2nd Street SW

Calgary, AB, Canada  T2P 0R8

大成 Salans FMC SNR Denton McKenna Long

dentons.com

 

NATDOCS\41864769\V-7 

MEMORANDUM    

 

To Deloitte Forensic Inc.     

From Dentons Canada LLP  

 

Date March 29, 2021 

Subject General Overview of Canadian Tax Regime regarding Registered Charities and Non-

Profit Organizations in Canada  

SOLICITOR-CLIENT PRIVILEGED COMMUNICATION 

I.  INTRODUCTION  

The Alberta Government has initiated a public inquiry (the “Inquiry”) to look into allegations that have 

been made that foreign individuals or organizations have provided financial resources to Canadian non-

governmental organizations (“NGOs”) which have disseminated misleading or false information as part of 

an anti-Alberta energy campaign.  

“NGO” is a term of general usage. It is defined in Wikipedia as follows: 

Non-governmental organizations….commonly referred to as NGOs, are usually non-profit and 

sometimes international organizations independent of governments and international 

governmental organizations (though often funded by governments) that are active in 

humanitarian, educational, health care, public policy, social, human rights, environmental, and 

other areas to effect changes according to their objectives. NGOs are usually funded by 

donations, but some avoid formal funding altogether and are run primarily by volunteers. NGOs 

are highly diverse groups of organizations engaged in a wide range of activities, and take 

different forms in different parts of the world. Some may have charitable status, while others may 

be registered for tax exemption based on recognition of social purposes. …….. One characteristic 

these diverse organizations share is that their non-profit status means they are not hindered by 

short-term financial objectives. Accordingly, they are able to devote themselves to issues which 

occur across longer time horizons, such as climate change, malaria prevention, or a global ban 

on landmines. Public surveys reveal that NGOs often enjoy a high degree of public trust, which 

can make them a useful - but not always sufficient - proxy for the concerns of society and 

stakeholders……… 
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In Canada, NGOs often, although not always, take the form of registered charities (“RCs”) and non-profit 

organizations (“NPOs”) primarily because they receive preferential tax treatment under the Income Tax 

Act (Canada) (the "Tax Act").1  

Blumbergs’ Snapshot of the Canadian Charity Sector 20182 provides a sense of how large the Canadian 

RC sector is and indicates that for the year 2018:    

 84,323 RCs filed their T3010 information return with the Canada Revenue Agency (“CRA”) in 

Canada out of approximately 85,800 RCs. 

 $284 billion in total revenue for Canadian RC and total expenditures of $271 billion. 

 Government revenue totaled $189.7 Billion including from the federal government ($8.3 Billion), 

provincial governments ($170.8 Billion) and municipal/regional governments ($10.6 Billion). In 

total government is approximately 67% of revenue of the whole charity sector. 

 $2.5 Billion was received by Canadian RCs from outside of Canada 

 $155 Billion was spent by Canadian RCs on salaries and other compensation expenditures 

 $18 Billion in official donation receipts were issued by Canadian RCs. 

 These RCs held assets of approximately $468.1 billion. 

 The above statistics only relate to RCs under the Tax Act and not to the 80,000 -100,000 NPOs 

which are not RCs and for which CRA is not permitted to release information to the public. 

II.  PURPOSE OF MEMORANDUM 

The purpose of this memorandum is to provide a high level summary of the relevant Canadian tax rules 

that govern RCs and NPOs in Canada that the Inquiry may wish to consider. 

Appendices 

Appendix A  Summary Chart: Canadian Tax Treatment of RCs and NPOs. 

Appendix B  Summary of Information Required by CRA to be Reported by RCs Annually (and what 

is publicly available). 

Appendix C  Canadian Tax Treatment of Prizes and Awards Received by Canadians from Foreign 

NGOs 

Appendix D  Summary Chart: US Tax Treatment of 501(c)(3) and 501(c)(4) Organizations and    

Comparison to Canadian RCs and NPOs. 

   

 
1 All statutory references herein are to the Tax Act, unless otherwise specified. 
2 This article was prepared by Mark Blumberg, Henri Pasha and Theodore Blumberg of Blumberg Segal LLP and 
published on October 18, 2020. It is based upon amounts summarized for about 84,323 of the 85,800 RCs in Canada 
that had filed their T3010 information return for 2018 and were processed into CRA’s Charity Listing database by May 
2020. 
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II.  REGISTERED CHARITIES (RCs) 

1. Tax Benefits of RC Status - RCs, both incorporated and unincorporated, include charitable 

organizations, public foundations and private foundations. Being a RC has two significant tax 

benefits being: 

(a) a RC itself is exempt from tax;3 and  

(b) a RC can issue donation tax receipts which provides donors with favorable tax treatment. 

In general terms, an individual donor can claim a non-refundable tax credit against 

Canadian tax otherwise payable on donations made to RCs.4 Corporations can claim a 

deduction from their taxable Canadian income for qualifying donations.5  In both cases, 

the amount that can be claimed is generally limited to 75 per cent of net income for the 

year.6 This represents a significant advantage over NPOs which (as discussed below) 

also enjoy tax exempt status, but cannot issue donation receipts. 

RCs and their donors have received special tax treatment since the inception of the federal 

income tax in 1917 in recognition of the important role they play in Canadian society.7 However, 

the offset to this preferential tax treatment is that there is a significant loss of tax revenues to the 

federal and provincial governments. 

2. Key Requirements to be RC - in order for an organization to be a RC, the following key 

requirements8 must be met: 

(a) it must be created or established in Canada;9 

(b) it must be resident in Canada;10  

(c) it must be registered as a RC with the Charities Directorate of Canada Revenue Agency 

(“CRA”);11  

 
3 Paragraph 149(1)(f). 
4 Section 118.1. 
5 Paragraph 110.1(1)(a). 
6 Foreign donors will generally not receive any Canadian tax benefit under the Tax Act with respect to donations 
made to RCs unless they have Canadian source income on which they are paying Canadian tax.  However, they may 
obtain tax credits or benefits in respect of their Canadian donation under the tax rules in their home jurisdiction.  
7 See Federal Department of Finance’s Report on Federal Tax Expenditures: Concepts, Estimates and Evaluations 
2019 
8 Key requirements set out in definition of registered charity in subsection 248(1) and in definitions of charitable 
organization and charitable foundation in subsection 149.1(1). 
9 Often a RC will be corporation that is incorporated in Canada either federally or provincially. A foreign organization 
can not be a RC. It would need to create an organization in Canada that complies with these key requirements. 
10 For tax purposes, a corporation will be resident in Canada if it is incorporated in Canada and a trust will be resident 
in Canada if a majority of its trustees are resident in Canada and its mind and management is in Canada. 
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(d) it must be constituted and operated exclusively for charitable purposes (discussed 

below); and 

(e) no part of its income can be payable to, or otherwise available for, the personal benefit of 

any proprietor, member, shareholder, trustee or settlor thereof.12  

3. Meaning of “Charitable Purposes”- The meaning of charitable purposes is generally 

determined with reference to the common law.13  In this regard, a purpose will be charitable if it 

benefits the public and it fits into one of the following four “heads” of charitable purposes:  

(i) the relief of poverty,  

(ii) the advancement of religion,  

(iii) the advancement of education, or  

(iv) other purposes beneficial to the community in a way the law regards as charitable.14   

Purposes and Activities of RC - To be eligible for registration as a RC under the Tax Act, an 

organization’s application (Form T2050) will be evaluated by the CRA using a two-part test: (i) the 

organization must be established exclusively for charitable purposes (which will be set out in the 

organization’s governing documents); and (ii) the organization’s planned activities (which must be 

described in detail in its application) must further each of its purposes.  There must be a strong 

relationship or association between the proposed activities and the purpose which such activities 

would further.   

Once the organization’s application has been accepted, the RC must also file an annual return 

which amongst other things must include a description of all ongoing and new charitable 

programs/activities that the RC carried on during the fiscal period to further its purpose(s) as 

defined in its governing documents. (See further discussion of reporting requirements at 

paragraph 24 and Appendix B of this Memorandum). 

If a RC operates outside of its purposes or if its activities are not in furtherance of these purposes 

as set out in its registration, its RC status may be revoked.15 

4. Three Forms of RC - A RC can take on three different forms:16  

 
11 In order to become a registered, an organization must file Form T2050 with the CRA. The charity must set out its 
proposed purposes and activities that it will carry out which must not be too broad, vague or general. Often there is 
much negotiation been the potential charity and the CRA before registration is approved. 
12 “No part of the income of which” refers to net income, so a RC can pay its directors or members a reasonable 
salary or fee without offending this rule. 
13 See Commissioners for Special Purposes of the Income Tax v. Pemsel, [1891] A.C. 531 (Pemsel case).   
14 Environmental organizations generally seek to register as a RC under the fourth category. 
15 Subsection 168(1).  
16 See definition of RC in subsection 248(1). 
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(a) a charitable organization,  

(b) a public foundation; or  

(c) a private foundation. 

Regardless of the form, an organization must meet all of the same key requirements to be a RC 

and they all provide the same tax benefits. The differences amongst the three forms of RCs lies 

primarily in: (i) the degree to which the organization carries on its charitable activities itself versus 

distributing funds to other RCs; (ii) the level of permitted control by non-arm’s length parties over 

the organization; and (iii) the permitted degree by which contributions can be made by a non-

arm’s length group to the organization. These differences are discussed in more detail in 

Appendix A.  

5. Permitted Activities of RCs (Inside and Outside of Canada) and Use of Intermediaries 

(a) General  

A RC can operate inside or outside of Canada17 but in either case it can only use its resources in 

two ways:  

(i) on its own activities; or   

(ii) on gifts to qualified donees (the meaning of which is discussed below).  

If a RC applies its resources outside of these parameters, this would be grounds for revocation of 

its RC status.18 A RC must be operated exclusively for charitable purposes and it must operate 

within its objects as set out in its governing documents (which were provided to the CRA upon 

applying for RC status). For example, a RC (i.e. zoo charity) can not gift funds to another RC 

which is a qualified donee which has completely different charitable objects (i.e. a cancer charity) 

unless the first RC’s charitable objects are broadly drafted to contemplate such gifts.  

With respect to carrying out its own activities, a RC will typically either use its own 

staff/employees, volunteers and members which are under the RC’s immediate control and 

supervision or use third party intermediaries such as contractors which are separate from the RC 

but who the RC works with under its direction to carry out its activities (See further discussion 

below).  

(b) Types of Permitted Third Party Intermediaries Used to Carry out RC Activities 

 
17 Although a RC must be created and resident in Canada, its activities are not restricted to Canada; it can carry out 
its charitable activities both inside and outside of Canada. See CG-002 “Canadian Registered Charities: Carrying out 
Activities Outside Canada” (July 8, 2010). 
18 Subsections 149.1(2), (3) and (4).  
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As discussed above, a RC is permitted to carry on its charitable programs and activities, inside or 

outside of Canada,19 by transferring resources to, and working with, third party intermediaries that 

are not qualified donees, provided that the RC directs and controls the use of its resources 

through the intermediary.20 The RC’s board of directors is ultimately responsible for exercising 

overall direction as to what intermediaries, if any, are required to fulfil its charitable objects and 

ensuring that there are measures in place for ongoing supervision of the intermediaries and that 

the transferred charitable resources are, in fact, used for the intended programs and activities. 

Further, a RC must, as part of its books and records, maintain a record of steps taken to direct 

and control the use of its resources, to allow the CRA to verify that all of the RC's resources have 

been used for its own activities. A written agreement entered into between the RC and the 

intermediary is a key way that control and supervision over an intermediary is accomplished and 

evidenced.  

There are four common types of intermediaries that are typically used by a RCs to carry on its 

programs and activities inside or outside of Canada. 

(i) Agent - The RC may engage an agent to carry out specific activities on the RC’s 

behalf. An agent is used when the Canadian charity is unable to send its own 

staff into the field to carry out its activities. 

(ii) Joint Venture Participant - Pursuant to a joint venture agreement, the RC and 

the joint venture participant(s) (which may be a non-qualified donee) will pool 

their resources to accomplish their mutually agreed upon goals. Under the 

agreement, the RC will exercise joint control over the activities of the joint 

venture.  

(iii) Cooperative Participant – Under this arrangement, the RC and the cooperative 

participant(s) will work side-by-side on a particular charitable project of mutual 

interest but rather than pooling their resources and sharing responsibility for the 

project as a whole, as in a joint venture, the RC and other organization(s) instead 

each take on responsibility only for parts of the project. 

(iv)  Contractor – a contractor is the most commonly used intermediary arrangement 

used by RCs whereby an organization or individual is engaged by the RC to 

provide services or goods to the RC. Direction and control is typically exercised 

by the RC through its agreement with the contractor. 

(c) RC Can’t be Used as a Conduit 

 
19 See CG-004 “ Using an intermediary to carry out a charity’s activities within Canada” and CG-002 “Canadian 
Registered Charities: Carrying out Activities Outside Canada”. 
20 See following cases which confirm requirement for RC to direct and control the activities carried out by an 
intermediary on its behalf: The Canadian Committee for the Tel Aviv Foundation v. Canada (2002 FCA 72), 2002-03-
01; Canadian Magen David Adom for Israel v. Canada (Minister of National Revenue) (2002 FCA 323), 2002-09-13 
and Bayit Lepletot v. Canada (Minister of National Revenue) (2006 FCA 128), 2006-03-28 
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A RC must not act as a “conduit” which the CRA refers to as “an organization that accepts donations for 

which it typically issues tax-deductible receipts and then funnels the money, without maintaining direction 

and control, to a non-qualified donee.”21 The CRA provides the following example of a conduit:22 

Example 

A charity is registered to protect the environment. A non-profit organization with identical 

purposes approaches the charity, and explains it has submitted an application for charitable 

status, but has not yet been registered. 

The non-profit asks if the charity will accept donations on its behalf, issue receipts, and then 

forward the money to the non-profit. The charity agrees to the non-profit organization's request. 

The charity has no direction or control over how the receipted funds are used, and no say in 

where, when or how the activity is carried out. In this case, the charity is simply funding the non-

profit's own activities, and therefore, even though the activity itself may be charitable, the charity 

is acting as a conduit. 

To avoid acting as a conduit, the charity must have real and demonstrable control over the use of 

its money, so that the carrying out of that activity by the intermediary amounts to the charity 

carrying on its own activity itself. 

Therefore, a RC cannot just give or transfer funds to another Canadian organization that is not a qualified 

donee with no strings attached (i.e. without direction and control). 

6. Meaning of “Qualified Donee”23 – As discussed above, a RC is permitted (within certain limits 

depending upon the form of RC) to use it funds to make gifts to a qualified donee which refers to 

the following: 

(a) a RC (which is the most common form of qualified donee to which donors or other RCs 

will provide funds to), 

(b) a registered journalism organization (which was recently added as a result of the 2019 

Federal Budget),24 or 

 
21 Paragraph 3.4 of CG-004 “Using an intermediary to carry out a charity’s activities within Canada.” 
22 Paragraph 3.5 of CG-004.  
23 Defined in subsection 149.1(1). 

24Addition of registered journalism organization as qualified donee in subsection 149.1(1) – The 2019 
Federal Budget introduced a number of income tax measures to support Canadian journalism organizations including 
provisions extending “qualified donee” status to “registered journalism organizations.” Such provisions were enacted 
on June 21, 2019 and came into force on January 1, 2020 including paragraph 149(1)(h) which was added to 
exempt a registered journalism  organization from taxation and the addition of a registered journalism  organization in 
paragraph (b.1) to the definition of  “qualified donee” in subsection 149.1(1).  As a qualified donee, a registered 
journalism organization will be able to issue official donation receipts and will also be eligible to receive gifts/funding 
from RCs. 
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(c) a person registered by the Minister and that is 

(i) a housing corporation resident in Canada that is exempt from tax because of 

paragraph 149(1)(i) that has applied for registration, 

(ii) a municipality in Canada, 

(iii) a municipal or public body performing a function of government in Canada that 

has applied for registration, 

(iv) a university outside Canada, the student body of which ordinarily includes 

students from Canada, that has applied for registration, or 

(v) a foreign charity that has applied to the Minister for registration.25  

What Political and Lobbying Activities can be carried out by RCs? 

 
As defined in subsection 248(1), a registered journalism organization is a “qualifying journalism organization” that 

has applied to the CRA in prescribed form for registration (Form T664) and has been registered.  

A “qualifying journalism organization” is defined in subsection 149.1(1) and in general terms refers to a 
corporation or a trust that is a “qualified Canadian journalism organization”(QCJO) and meets certain conditions 
including: (i) being operated for purposes exclusively related to journalism; (ii) not  distributing its  profits, if any, for 
the personal benefit of certain individuals connected with the organization; (iii) requiring a board of directors or 
trustees, each of whom deals at arm's length with each other; (iv) not being factually controlled by a person (or a 
group of related persons); and (v) not receiving gifts that represent more than 20 per cent of its total revenues, 
including donations, from any one source.   

A QCJO is defined in subsection 248(1) and requires amongst other things that (i) the organization operate in 
Canada; (ii) be primarily engaged in the production of original news content; and (iii) that it is not significantly 
engaged in the production of content to promote the interests of an organization (or its members) or for a 
government, Crown corporation or government agency.  

A registered journalism organization will be required to file an annual return with the CRA disclosing certain 
information including the names of any donors that make donations over $5,000 (per subsection 149.1(14.1)).  

The CRA has issued “Guidance on the income tax measures to support journalism” dated December 23, 2019). 
(See https://www.canada.ca/en/revenue-agency/services/tax/businesses/topics/corporations/business-tax-
credits/canadian-journalism-labour-tax-credit/guidance.html). An Independent Advisory Board will be established in 
order to make recommendations on whether organizations meet the journalistic criteria necessary for QCJO 
designation. A person can find out whether a particular organization is a registered journalism organization by visiting 
the CRA’s website (see https://www.canada.ca/en/revenue-agency/services/charities-giving/list-charities/list-charities-
other-qualified-donees.html) which provides a listing of RCs and other qualified donees (such as registered 
journalism organizations). As at December 23, 2020, only La Presse Inc. is a registered journalism organization. 

By way of background to the 2019 Federal Budget proposal, the Department of Finance in its November 21, 
2018 Fall Economic Statement, announced that the Government would provide more support for Canadian 
Journalism. It stated: 

“A strong and independent news media is crucial to a well-functioning democracy. It empowers citizens by 
providing them with the information they need to make informed decisions on important issues, and also serves 
to hold powerful institutions—including governments—to account by bringing to light information that might not 
otherwise be made available to the public. In short, strong and independent journalism serves the public good—
for Canada, and for Canadians. Canadians have a right to a wide range of independent news sources that they 
can trust, and government has a responsibility to ensure that Canadians have access to these kinds of news 
sources.”  

25 Contributions to a foreign charity are generally restricted to charities to which Canada has made a gift in the last 24 
months (therefore, very limited). 
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Brief Historical Background 

7. There has been much debate and a long history with respect to the appropriate role of RCs in 

influencing public policy and whether a RC could use any of its resources for political activities. 

8. In 1986, in light of this uncertainty, provisions were enacted in the Tax Act retroactive to 1985 

which provided that as long as a RC devoted substantially all (meaning more than 90%) of its 

resources to charitable activities, it could devote up to about 10% of its resources to non-partisan 

political activities that were ancillary and incidental to its charitable purposes and do not include 

the direct or indirect support of, or opposition to any political party or candidate for public office 

(the “10% Political Limitation”).26 To the extent a RC’s activities exceeded this 10% Political 

Limitation, then arguably, the excessive activities were indicative of a collateral political purpose 

that is not charitable. 

9. The case of Alliance for Life v. Minister of National Revenue27 is instructive with respect to how 

the Canadian courts have traditionally viewed political activities, as distinct from charitable 

activities carried on by a RC. In this case, the taxpayer’s charitable objects included: (1) the 

education of Canadians on human development, experimentation, reproductive technologies, 

adoption, abortion, chastity, euthanasia, etc.; (2) the provision of counselling and referral services 

to the public with respect to unforeseen pregnancies and post-abortion trauma; and (3) the 

provision of educational services and materials for member groups. 

The issue before the court was whether the taxpayer’s activities were "political" and exceeded the 

10% Political Limitation and the court found that this threshold was exceeded.  

 

The starting point for the court’s analysis was whether the taxpayer was a "charitable 

organization" within the meaning of the Tax Act. In this regard, the court stated: 

 

The law of charity in Canada has its genesis in the judgment of Lord Macnaghten in 

Commissioners of Income Tax v. Pemsel, where Lord Macnaghten defined "charity" in its 

legal sense as comprising four principal divisions: 

 

... trusts for the relief of poverty; trusts for the advancement of education; trusts 

for the advancement of religion; and trusts for other purposes beneficial to the 

community, not falling under any of the preceding heads. 

 

…. The Pemsel classification remains the essential basis for the development of the law 

of charity both in England and in Canada. 

 

With respect to whether political purposes or activities are charitable, the court stated:  

 

The trend of decisions of this Court in the last decade was to adopt views earlier 

expressed in the courts of England. The categorization of "political purposes" of Slade, J. 

 
26 See old subsections 149.1(6.1) in respect of charitable foundations and (6.2) in respect of charitable organizations. 
27 [1999] 3 C.T.C. 1, 99 D.T.C. 5228 (Fed. C.A.) 
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(as he then was), drawing on lines of House of Lords and other decisions in McGovern v. 

Attorney General, is most often relied upon in this Court. The case was concerned with 

whether the objects of the Amnesty International Trust were exclusively charitable under 

the relevant English statute. In ruling that they were not, Slade, J. stated: 

 

… I therefore summarise my conclusions in relation to trusts for political 

purposes as follows. (1) Even if it otherwise appears to fall within the spirit and 

intendment of the preamble to the Statute of Elizabeth, a trust for political 

purposes falling within the spirit of Lord Parker's pronouncement in Bowman's 

case can never be regarded as being for the public benefit in the manner which 

the law regards as charitable. (2) Trusts for political purposes falling within the 

spirit of this pronouncement include, inter alia, trusts of which a direct and 

principal purpose is either (i) to further the interests of a particular political party; 

or (ii) to procure changes in the laws of this country; or (iii) to procure changes in 

the laws of a foreign country; or (iv) to procure a reversal of government policy or 

of particular decisions of governmental authorities in this country; or (v) to 

procure a reversal of government policy or of particular decisions of 

governmental authorities in a foreign country. 

 

Thus, purposes aimed at promoting or advocating a change in the law or in its 

administration, or a change in public policy, is not regarded as charitable. The underlying 

reason for refusing to treat a political object as charitable was articulated by Lord Parker 

of Waddington in Bowman v. Secular Society, Ltd.: 

 

... a trust for the attainment of political object has always been invalid, not 

because it is illegal, for everyone is at liberty to advocate or promote by any 

lawful means a change in the law, but because the courts have no means of 

judging whether a proposed change in the law will or will not be for the benefit of 

the public ..... 

 

The court noted that the taxpayer's stated purposes had been accepted by the Minister as good 

charitable purposes for the advancement of education or for other purposes beneficial to the 

community. Further, nothing on the face of any of them indicated that they fell within those which 

had been categorized in McGovern v. A.G. of Canada as "political" and hence non-charitable. 

However, in reviewing the taxpayer’s activities, the court stated: 

 

I do not find in much of the disseminated materials any real desire to ensure objectivity. It 

is not, in my view, farfetched to regard the bulk of these materials as "political". I would 

view in this same light statements made in the press releases, the mission statement, 

editorials and in the President's report of August 1993.  

 

Nor does it seem to me that these activities are "ancillary and incidental" to the 

appellant's charitable activities, principally that of educating Canadians "on human 

development, human experimentation, reproductive technologies, adoption, abortion 

chastity, euthanasia and similar issues affecting human life". As Iacobucci, J. stated in 



 March 29, 2021 

Page 11 

 

 

大成 Salans FMC SNR Denton McKenna Long

dentons.com

 

NATDOCS\41864769\V-7 

Vancouver Society, supra, "`educating' people about a particular point of view in a 

manner that might more aptly be described as persuasion or indoctrination" is not 

"education" in the charitable sense. The statements alluded to above suggest, if anything, 

that despite the objects stated in the appellant's constituting document its true mission is 

more likely that of advocating its strongly held convictions on important social and moral 

issues in a one-sided manner to the virtual exclusion of any equally strong opposing 

convictions. 

 

If I am correct that the appellant engaged in political activities that are not "ancillary and 

incidental" to its charitable activities, it must follow that these activities are not permitted 

by subsection 149.1(6.2). Moreover, the appellant would also offend the even more 

fundamental requirement found in the definition of "charitable organization" in subsection 

149.1(1) that all of its resources be devoted exclusively to charitable activities. In the 

words of Iacobucci, J. in Vancouver Society, supra, at paragraph 155, where the 

requirements of section 149.1(6.2) are not met, "an organization that devotes 

substantially all of its resources, rather than all, to charitable activities would run afoul of 

the general requirement of exclusive charitability found in the definitions of `charitable 

foundation' and `charitable organization' in s. 149.1(1)". 

 

The court also found that the taxpayer’s Charter rights to freedom of expression were not 

infringed and stated: 

 

This same point was fully argued and disposed of by another panel of this Court in 

Human Life International. I can do no better here than adopt the views of Strayer, J.A. for 

the Court:[91] 

 

With respect to the Charter argument based on alleged infringement of freedom 

of expression, the basic premise of the appellant is untenable. Essentially its 

argument is that a denial of tax exemption to those wishing to advocate certain 

opinions is a denial of freedom of expression on this basis. On this premise it 

would be equally arguable that anyone who wishes the psychic satisfaction of 

having his personal views pressed on his fellow citizens is constitutionally entitled 

to a tax credit for any money he contributes for this purpose. The appellant is in 

no way restricted by the Income Tax Act from disseminating any views or 

opinions whatever. The guarantee of freedom of expression in paragraph 2(b) of 

the Charter is not a guarantee of public funding through tax exemptions for the 

propagation of opinions no matter how good or how sincerely held.  

 

10. In the 2012 Federal Budget, the Conservative Federal Government acknowledged the valuable 

contribution of RCs to public policy development in Canada but stated that: "[c]oncerns have 

been raised that some charities may be exceeding these limitations and that there is currently no 

requirement for a charity to disclose the extent to which it receives funding from foreign sources 

for political activities."28  As a result, T3010 was revised requiring RCs to provide detailed 

 
28 Canada, Department of Finance, 2012 Budget, Budget Plan, March 29, 2012.  
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information regarding political activities on Schedule 7.29 Additional resources were provided to 

the CRA to audit RCs engaging in political activities. The CRA undertook a series of 60 audits as 

part of a four year political activities audit program to determine whether RCs were engaging in 

prohibited partisan political activities, whether non-partisan political activities were more than 

ancillary and incidental to their charitable purposes, and whether their resources being devoted to 

charitable activities was being properly tracked and reported.  

11. Further, the definition of “charitable purposes,” which prior to the 2012 Federal Budget was 

defined broadly to include “the disbursement of funds to qualified donees” was narrowed by 

excluding “a gift the making of which is a political activity”. A definition of “political activity” was 

added which included “the making of a gift to a qualified donee if it can be reasonably considered 

that a purpose of the gift is to support the political activities of the qualified donee.” The intention 

of these changes was so that a RC could not grant funding to other qualified donees without 

including the grant in the calculation of the RC’s expenditures on political activities. 

12. On October 19, 2015, the Conservative Federal Government was replaced by a majority Liberal 

Government and the government’s approach to political activities of RCs changed direction.  

13. In November 2015, the Prime Minister issued a Mandate Letter to the Minister of National 

Revenue, asking them to work with the Minister of Finance to modernize the legislation governing 

the charitable sector, including a clarification of the rules governing political activities to allow 

charities to work "free from political harassment". 

14. In January 2016, the Minister of National Revenue announced that the Political Activities Audit 

Program would be wound down. The announcement also recognized the critical role charities 

play in our society and their valuable contribution to public policy debate on behalf of all 

Canadians and that the CRA would engage with stakeholders regarding political activities of 

charities. 

15. The March 22, 2016 Federal Budget announced that the CRA would collaborate with the 

Department of Finance to engage with charities to clarify the rules governing political activities 

and consultations with charities took place between September and December 2016. Further, in 

September, 2016, the Consultation Panel on the Political Activities of Charities was appointed by 

the Minister of National Revenue in September 2016. 

 
29 In 2013, enhanced reporting on political activities was introduced in form T3010 "Registered Charity Information 
Return" to add Schedule 7 (Political Activities) so as to provide enough information to allow the CRA to ascertain 
whether the RC had met the "substantially all" test for the application of its resources in the conduct of political 
activities. The revised T3010 required the RC to (i) describe the RC’s political activities, including gifts to 
qualified donees intended for political activities and explaining how these related to its charitable activities; 
(ii) to identify the way the charity participated in or carried out political activities during the period (setting 
out the means used including media releases, speeches, rallies, petitions and  internet and what resources 
were used to carry out these activities including staff, volunteers, financial and property); and (iii) to describe 
each source of funding received from outside of Canada for political activity setting out the country and 
amount received for each. Note: with the repeal of the 10% Political Limitation in 2018, Schedule 7 has been 
eliminated from the T3010 form. The repeal of these provisions are dealt with in more detail in paragraph 19 of this 
memorandum. 
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16. On March 31, 2017 the CRA published the report of the Consultation Panel on the Political 

Activities of Charities30 which amongst other things recommended that the Tax Act be amended 

by deleting any reference to non-partisan political activities and explicitly allow charities to fully 

engage, without limitation, in non-partisan public policy dialogue and development, provided that 

it is subordinate to, and furthers, their charitable purposes. 

17. On July 16, 2018, the Ontario Superior Court of Justice in Canada Without Poverty v. AG 

Canada31 struck down the 10% Political Limitation provisions of the Tax Act that restricted the 

amount of non-partisan political activities that a charity could undertake on the basis that it 

infringed on the charity's right of freedom of expression under ss. 2(b) of the Canadian Charter of 

Rights and Freedoms. 

In this case, the Applicant was a RC with the stated charitable purpose of relieving poverty in 

Canada by engaging in public advocacy for policy and attitudinal change as its primary means of 

achieving an end to poverty. The Applicant was subject to a CRA audit with the following result as 

stated in the case: 

On January 9, 2015, the CRA issued a report that summarized the results of a ‘Political 

Activities Audit’ of the Applicant for the period April 1, 2009 to March 31, 2012. In its audit 

report, the CRA concluded that virtually all of the Applicant’s activities involved political 

engagement in the nature of communications to the public advocating policy changes. 

The CRA stated that in its view an activity is considered “political” where it: 1) “explicitly 

communicates a call to political action”; 2) “explicitly communicates to the public that the 

law, policy, or decision of any level of government in Canada or a foreign country should 

be retained… opposed, or changed”; or 3) “explicitly indicates in its materials (whether 

internal or external) that the intention of the activity is to incite, or organize to put 

pressure on, an elected representative or public official to retain, oppose, or change the 

law, policy, or decision of any level of government”. 

The Applicant’s position was that the 10% Political Limitation infringes freedom of expression 

under Section 2(b) of the Canadian Charter of Rights and Freedoms (the Charter) and therefore, 

the rule should no longer be applied. Further, there is no cogent distinction between non-partisan 

“political activities” and charitable activities and no reason for political activities to be ancillary or 

incidental to charitable activities since political activities aimed at fulfilling the organization’s 

charitable purpose are charitable activities. The Applicant argued that public advocacy for policy 

change is fundamental to its charitable purpose of poverty relief and that without this component 

its charitable activities cannot accomplish their purpose. 

In coming to its decision, the Court referred to the March 31, 2017 CRA Consultation Report and 

stated:  

 
30 As set out in the report, “the Panel was comprised of five individuals with broad experience in the charitable sector 
and expertise on the regulatory issues facing charities: Marlene Deboisbriand (Chair), Shari Austin, Susan 
Manwaring, Kevin McCort and Peter Robinson…. The Report presents the Panel’s recommendations, which are 
designed to clarify and broaden the ability of registered charities to engage in political activities in support of their 
charitable purposes, while maintaining an absolute prohibition on partisan political activities.” 
31 2018 ONSC  4147 (“Canada Without Poverty”) 
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The Applicant is not alone in finding the current state of the law to be unduly restrictive of 

its charitable activities. In September 2016, the Minister of National Revenue appointed a 

Consultation Panel to make recommendations on the entire question of political activities 

and the treatment of registered charities under the ITA. The panel’s report ultimately 

agreed with many of the positions taken by the Applicant herein.  

Specifically, in the Report of the Consultation Panel on the Political Activities of Charities, 

March 31, 2017 (“Consultation Report”), the Consultation Panel recognized that a key 

principle with respect to charitable activities is that public advocacy and charitable works 

go hand-in-hand in a modern democracy: “The participation of charities in public policy 

dialogue and development should be recognized and valued, and seen as an essential 

part of the democratic process”: Consultation Report, p. 6. 

More to the point, the Consultation Panel specifically found that the restrictions on 

political participation in Section 149.1(6.2) of the ITA were outmoded and required 

legislative change: “Legislative change is required to broaden and simplify the 

requirements for charities and to remove other obstacles to their contribution to society 

that are unnecessary and counter-productive”: Consultation Report, at p. 5. 

The Consultation Report then recommended, at p. 6, that the ITA be amended in much 

the same way as the Applicant seeks here:  

…deleting any reference to non-partisan “political activities” to expressly allow 

charities to fully engage, without limitation, in non-partisan public policy, dialogue 

and development, provided that it is subordinate to and furthers their charitable 

purposes. 

Justice Morgan for the Ontario Superior Court agreed that the CRA’s interpretation of the 10% 

Political Limitation infringed on freedom of expression and that such infringement could not be 

justified in a free and democratic society. The Court found that there is no contradiction, and no 

justification for an interpretation of the Tax Act that draws a distinction between charitable 

activities and non-partisan "political activities" in the nature of public policy advocacy. This applies 

whether the charity’s communications are made directly to government, to the public at large, or 

internally within its own organization. As long as the advocacy is done in pursuit of the overall 

charitable purpose — for the applicant, the relief of poverty — such "political activities" are 

charitable activities. Accordingly, an organization such as the applicant can spend "substantially 

all" of its resources on non-partisan public policy advocacy or communications aimed at changing 

minds with respect to poverty and its causes and remedies and still be spending "substantially all" 

of its time on charitable activities as required by the Tax Act. 

18. On August 15, 2018, the Minister of National Revenue and the Minister of Finance issued a 

statement that the Government of Canada recognizes that charities play a key role in Canadian 

society and the value they bring to public debate and the formulation of public policy. Further, the 

Government indicated that it would appeal the Canada Without Poverty decision having 

"identified significant errors of law." However, notwithstanding the pending appeal, the 

Government indicated that as a matter of good public policy it would be moving forward to 
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remove the quantitative limits on political activities in the legislation.32 Such amended legislation 

would be applied retroactively, including to the audits and objections that are currently 

suspended. Further, the Government indicated that of the approximately 86,000 registered 

charities in Canada, about 500 report carrying out political activities on their annual information 

return to the CRA. 

Current Provisions of the Tax Act re Political Activities 

19. On December 13, 2018, the above amendments to the Tax Act were enacted with retroactive 

effect including the following:  

(a) the 10% Political Limitation in subsections 149.1(6.1) and (6.2) was repealed;  

(b) there is now a new definition of “charitable activities” in subsection 149.1(1) which 

includes public policy dialogue and development activities carried on in furtherance of a 

charitable purpose and therefore, shall be considered to be part of a RC’s charitable 

activities and not any other purpose;33 and 

(c) the definition of “political activity” (added in 2012) was repealed and the definition of 

“charitable purposes” (which was narrowed in 2012 to exclude “a gift the making of which 

is a political activity”) was reversed. 

Note: These amendments in (a) and (b) were deemed to come into force retroactive to January 

1, 2008 in respect of organizations, corporations and trusts that were RCs on September 14, 

2018; and on September 14, 2018 in any other case. The amendments in (c) were deemed to 

come into force retroactive June 29, 2012 in respect of organizations, corporations and trusts that 

were RCs on September 14, 2018; and on September 14, 2018 in any other case. 

The Tax Act retains the prohibition on charities from devoting their resources to the direct or  

indirect support of or opposition to any political party or candidate for public office" (so that such 

partisan political activities shall not be considered to be constituted and operated exclusively for 

charitable purposes).34 However, the effect of the above amendments is that a RC is now free to 

engage in non-partisan political activities, without limits, as long as these activities are carried on 

in furtherance of its charitable purposes. 

20. Public policy dialogue and development activities - Guidance CG-027 “Public policy 

dialogues and development activities by charities” which was originally released by the CRA in 

draft on January 21, 2019 and then revised on November 27, 2020, provides guidance from the 

CRA with respect to how CRA views the new rules governing the political activities of charities. It 

states that a RC can fully engage without limitation in public policy dialogue and development 

activities (referred to as PPDDAs) that further its stated charitable purpose, provided they never 

 
32 https://www.canada.ca/en/revenue-agency/news/2018/08/statement-by-the-minister-of-national-revenue-and-
minister-of-finance-on-the-governments-commitment-to-clarifying-the-rules-governing-the-political.html 
33 Subsection 149.1(10.1). 
34 See restriction in subsection 149.1(6.1) for charitable foundations and the same restriction in subsection 149.1(6.2) 
for charitable organizations. 
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directly or indirectly support or oppose a political party or candidate for public office. Further, a 

RC is free to advocate for any change to a law, policy or decision of government that would 

further its stated charitable purpose including "seeking to influence the laws, policies, or decisions 

of a government, whether in Canada or a foreign country". CG-027 provides examples of what is 

allowed and not allowed. For example, charities may conduct research into public policy, 

distribute the research, and discuss the research and findings with the media and with others as 

they see fit. Charities may express their views, and offer an opportunity for others to express their 

views, in regard to public policy, on social media or elsewhere. If the social media site or platform 

allows it, charities must remove any comments made on their site or platform that they should 

know are false or misleading. 

Books and Accounts 

21. A RC must keep adequate books and records in Canada (in respect of activities both in Canada 

and abroad).35 

22. The CRA requires that books and records be kept that will enable the CRA to check among other 

things: 

 whether a RC's funds are being spent on its own activities or on gifts to qualified donees. 

 whether the RC is directing and controlling the use of its resources. 

 in terms of foreign activities, how the RC’s funds and resources are used, the RC is actively 

involved with the activity and evidence of  the regular direction that the RC provides to any 

foreign intermediary. 

 to substantiate the qualification of the RC for registration and to permit verification of 

donations and other information on the RC’s annual T3010 Information Return. 

 whether the RC is operating in accordance with the Tax Act. 

 whether there are grounds to revoke the RC's status.  

23. A failure to do so may result in various sanctions under the Tax Act, including having its 

registration revoked.36 

 Reporting Requirements and Public Disclosure of Information About RCs 

24. RCs are required to file a T3010 Information Return annually within six months following their 

year-end.37 Such form includes annual information about the RC. 

 
35 Subsection 230(2). 
36 Paragraph 168(1)(e). 
37 Subsection 149.1(14).  
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See Appendix B which provides a summary of what information is provided by the RC to the CRA 

on the T3010 and what information therein is publicly available.  

25. The Tax Act38 allows the CRA to publicly disclose information about RCs including certain 

information contained on Form T3010 (that is not marked confidential) as discussed above, as 

well as the RC's name, location, registration number, date of registration, governing documents, 

application for registration, directors, financial statements, and notification of registration. Other 

permitted disclosures include any letter or notice that is a revocation of registration or that relates 

to a suspension or the imposition of a tax or penalty. Guidance CG-008 ("Confidentiality-Public 

Information"), dated August 15, 2011, contains a complete listing of permitted disclosures. The 

intention of this exception to the general confidentiality rules is to provide confidence to the public 

that donated funds are not misused and to allow people to research a charity before making a 

donation. 

26. A person can find out whether a particular organization is a RC by visiting the CRA’s website (see 

https://www.canada.ca/en/revenue-agency/services/charities-giving/list-charities/list-charities-

other-qualified-donees.html) which provides a listing of RCs and other qualified donees (such as 

registered journalism organizations). For each RC, certain publicly available data from its T3010 

returns can be accessed directly from this website.  

27. Around May 14, 2019, CRA advised on their "What's new" page that due to the modernization of 

its charities’ IT system, that one can only access a charity's T3010 Registered Information Return 

data for its last five fiscal period-ends. Previously, up to 15 years of data was available on the 

website. Now if one is looking for T3010 data beyond the five-year window, one must request the 

publicly available data from the CRA using the form “Request for registered charity information.39  

28. RCs must also comply with the other requirements of the Tax Act such as withholding and 

remittance requirements and preparation of T4 and other forms where amounts such as salaries 

and wages are paid by the RC. 

Other Matters  

29. Revenues/Funding of RCs – Typically, RCs will raise their funds from donations for which they 

have issued a tax receipt (“receipted donations”) or gifts from other RCs.  However, the Tax Act 

does not require a RCs revenues be from these two sources, nor does the Tax Act require the 

RC to issue a tax receipt in respect of a donation (“non-receipted donations”). For example, the 

“split-receipting rules” under the Tax Act provide that where a person gifts an amount to a RC (for 

example $200 for a RC’s fundraising dinner event) and the person receives something of value in 

return or advantage (i.e. dinner with value of $50), then the donation is split into two parts: (i) the 

portion that the RC can issue a receipt (i.e. $150); and (ii) the portion of the gift in respect of the 

advantage for which the RC can not issue a receipt (i.e. $50). It may also be the RC’s policy not 

to issue tax receipts for amounts under a certain minimum threshold or for gifts-in kind which can 

 
38 Subsections 149.1(15) and 241(3.2). 
39 See https://www.canada.ca/en/revenue-agency/services/charities-giving/charities/request-registered-charity-
information.html 

https://www.canada.ca/en/revenue-agency/services/charities-giving/list-charities/list-charities-other-qualified-donees.html
https://www.canada.ca/en/revenue-agency/services/charities-giving/list-charities/list-charities-other-qualified-donees.html
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be difficult to value for tax receipt purposes. There are also other sources of funding for RCs for 

which a tax receipt will not be issued such as government funding/grants or investment income 

earned on amounts held by the RC.  However, regardless of whether amounts received by the 

RC are receipted donations or not, all funds and resources must be used exclusively for its 

charitable purposes by expending such funds on its own activities or gifting amounts to qualified 

donees (discussed above). 

30. Foreign Funding of RCs – The Tax Act does not restrict a RC from receiving foreign funding, 

provided that the RC must use such funds for its own charitable purposes and activities and the  

RC is not used by a foreign person as a conduit through which funds are then funneled to a non-

qualified donee or other person (See previous discussion under paragraph 5(c) of this 

Memorandum).   

As set out in Appendix B, a RC must report on its annual T3010, the total amount of tax-receipted 

revenue & non tax-receipted revenue from all sources outside of Canada and also the name, type 

of donor (organization, government or individual) and the amount for each gift or donation from a 

foreign person having a value of $10,000 or more (but this latter information is not publicly 

accessible).  However, there is no tracing or tracking provisions in the Tax Act which require a RC 

to look through and report the ultimate source of funds. For example, RC A receives a foreign 

donation of $10,000 (which it reports as foreign funding on its T3010) and in turn gifts this 

$10,000 to RC B. For its purposes, RC B only funds receives funds from Canadian sources and 

therefore, does not have any foreign funding on its T3010.   

31. Unregistered Charities - An organization which has exclusively charitable purposes but is not 

registered will not be exempt from tax or able to issue donation receipts. An organization may 

choose not to register (if for example its wishes to avoid government regulation) or if it is not 

resident in Canada (such as a foreign charity).  In such cases, the unregistered charity will 

technically be taxable under the Tax Act; although they may not be easily known to the CRA and 

the CRA may not be as interested in pursuing them since these entities cannot issue donation tax 

receipts. 

III.  NON-PROFIT ORGANIZATIONS (NPOs) 

Meaning of NPO 

1. A NPO40 is generally a club, society or association (which includes an incorporated entity) which 

complies with the following three requirements:  

(i)  it is not a charity within the meaning assigned by subsection 149.1(1);41 

(ii)  it is organized and operated exclusively for social welfare, civic improvement, pleasure or 

recreation or for any other purpose except profit;42 and 

 
40 Defined in paragraph 149(1)(l). 
41 Where an organization is not registered as a charity but could qualify because it is organized and operated for 
exclusively charitable purposes, it will not qualify as a tax exempt but rather will be a taxable entity. 
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(iii)  generally, no part of its income may be paid, payable or otherwise made available for the 

personal benefit of any proprietor, member or shareholder.  

Tax Benefits of being a NPO  

2. A NPO is itself exempt from income tax.43 NPOs have been exempt from federal income tax since 

the inception of the federal income tax in 1917 in recognition of the important role they play in 

Canadian society.44 

3. Unlike for a RC, a NPO may not issue tax donation receipts to donors. For this reason, donors 

may prefer to donate to RCs, rather than NPOs. 

Reporting Requirements for NPOs 

4. A NPO is required to file an annual income tax return for each particular year in which it is a 

corporation, within 6 months from the end of the corporation's taxation year.45 Unlike for a RC, 

there is no requirement to report the nature of political activities and information about foreign 

donors. 

5. A NPO  must also file Form T1044 (Non-Profit Organization Information Return) within 6 months 

from the end of the organization's fiscal period if it received taxable dividends, interest, rentals, or 

royalties totaling $10,000 or more; its total assets are more than $200,000; or it had to file a 

T1044 return previously.46 

6. A NPO must also comply with the other requirements of the Tax Act such as withholding and 

remittance requirements and preparation of T4 and other forms where amounts such as salaries 

and wages are paid by the organization to its employees. 

Other 

7. The Tax Act does not restrict NPOs from receiving foreign funding. 

8. Unlike for RCs, there are few rules under the Tax Act regulating the activities of a NPO and how it 

can spend or distribute its funds. A NPO must be organized and operated exclusively for social 

welfare, civic improvement, pleasure or recreation or for any other purpose except profit and no 

part of a NPO’s income can be paid or otherwise made for the personal benefit of any member of 

 
42 Generally, tax-exempt status will not be lost if profit is earned, provided the profit is incidental and arises from 
activities directly connected to the organization’s not-for-profit objectives. 
43 Paragraph 149(1)(l). 
44 See Federal Department of Finance’s Report on Federal Tax Expenditures: Concepts, Estimates and Evaluations 
2019 
45 Paragraph 150(1)(a).   
46 Subsection 149(12).  
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the NPO.47 If a NPO acts outside of these parameters it will lose its tax exempt status and 

become taxable. Further, unlike for a RC:  

(a) there is no registration requirement with the CRA; 

(b) the Tax Act does not restrict political or lobbying activities of a NPO; and 

(c) the Tax Act does not permit the CRA to release to the public otherwise confidential 

information of the NPO.    

IV.  OTHER MATTERS 

 

1. Tax Treatment of Prizes and Awards Received by Canadians from Foreign NGOs 

As discussed above, there is no provision in the Tax Act that in any way restricts RCs or NPOs 

from receiving foreign funding such as from foreign charities, foundations or other NGOs. Such 

funding is not taxable to the recipient RCs or NPOs and can be used by them in their qualifying 

activities. 

Foreign NGOs may also provide funds to Canadians who are not RCs or NPOs in the form of 

awards or prizes which may or may not be taxable to the recipient depending on how they are 

structured. (See further discussion in Appendix C) 

  

 
47 In CRA document 2007-0221381E5, the CRA indicated that where members of a NPO were other NPOs with 
similar objectives, funds from the first NPO could be directed to such members because this would be an acceptable 
manner of pursuing [the organization’s] objects and would not result in a violation of its NPO status. 
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APPENDIX A 

Summary Chart: Canadian Tax Treatment of RCs and NPOs 

 

 

 Registered Charity (RC) - 3 Forms NPO 

Description Charitable Organization Public Foundation Private Foundation 

Form of 

Entity 

Organization, whether or not 

incorporated (i.e. corporation, a trust or 

any other form) 

Corporation or trust only Corporation or trust 

only 

Club, society or 

association 

(includes 

corporation) 

 Common Requirements  

Key 

Requirements 

under Tax Act 

General:  

(i) created in Canada;  

(ii) resident in Canada;   

(iii) registered as a RC with CRA;  

(iv) constituted & operated exclusively for charitable purposes  

(v) no part of its income can be distributed to the personal benefit of any member  

3 Key 

Requirements:  

 is not a 

charity  

 is organized 

and operated 

exclusively 

for social 

welfare, civic 

improvement, 

pleasure or 

recreation or 

for any other 

purpose 

except profit; 

and 

 no part of its 

income may 

be made 

available for 

the personal 

benefit of any 

member  

Unlike for RCs, 

registration not 

required. 

Requirements Unique to each Form of RC 

Permitted Activities – will be 

considered to be devote all its 

resources to charitable activities if: (i) 

carries on its charitable activities itself 

or carries on related business; (ii) 

disburses not more than 50% of its 

income for that year to qualified 

donees (“50% Restriction”); or (iii) 

disburses income to associated  RC. 

 

Restriction on direction- more than 

50% of its directors, trustees, officers 

or like officials must deal at arm's 

length with each other.  

 

Restriction on contributions - not 

more than 50% of its capital can be 

contributed by persons who control the 

organization in any way.  

Permitted Activities – 

generally same as 

charitable organization 

except no 50% 

Restriction (so typically 

do not carry on direct 

charitable activity 

themselves but rather 

make donations to other 

qualified donees).  

Restriction on  

direction – generally 

same as charitable 

organization  

 

Restriction on 

contributions – same 

as charitable 

organization.  

Permitted Activities-

generally same as 

public foundation 

 

 

 

  

 

 

 

Restriction on 

direction - none 

 

 

 

Restriction on 

contributions - none 

 

 

Tax Status of 

Organization 

Tax Exempt (must register with CRA) Tax Exempt - No 

registration 

requirement 

Tax benefit to 

Donor? 

Yes. RC can issue charitable receipts which donor can use as credit or deduction in 

computing Canadian taxes.  

No. NPO cannot 

issue donation 

receipts. 

Is foreign 

funding  

restricted? 

No, but must disclose amounts received from non-residents of Canada (see Appendix B).  No restriction and 

no reporting 

required. 

Restrictions 

re political 

activities or 

No, except cannot directly or indirectly support or oppose a political party or candidate for 

public office. It can fully engage without limitation in public policy dialogue and development 

activities carried on in furtherance of its charitable purpose (i.e. it is  free to advocate for any 

No, provided 

related to NPO’s 
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 Registered Charity (RC) - 3 Forms NPO 

Description Charitable Organization Public Foundation Private Foundation 

lobbying 

activities? 

change to a law, policy or decision of government that would further its stated charitable 

purpose including "seeking to influence the laws, policies, or decisions of a government, 

whether in Canada or a foreign country). 

purpose. 

Reporting 

Required 

Must file annual T3010 Information Return which requires information about RC including: 

activities outside of Canada, compensation paid to employees, foreign funding and various 

financial information. Not required to disclose names of donors on T3010 except for foreign 

donors (but no public disclosure). –See Appendix B).  

Must file annual 

corporate income 

tax return and 

Form T1044. 

Public 

Disclosure 

Required? 

Yes. Tax Act allows CRA to publicly disclose information about RCs including certain T3010 

information (See Appendix B). 

No. 

 

 

RCs (3 Forms): Meaning of Charitable Organization, Public Foundation and Private Foundation 

(and Differences) 

1. A RC is defined in subsection 248(1) and can take on one of three forms:  a charitable 

organization, a public foundation; and a private foundation. All must all meet the same key 

requirements to be a RC and they all provide the same tax benefits. The differences amongst 

them lies primarily in: (i) the degree to which the organization carries on its charitable activities 

itself versus distributing funds to other RCs; (ii) the level of permitted control by non-arm’s length 

parties over the organization; and (iii) the permitted degree by which contributions can be made 

by a non-arm’s length group to the organization. These differences are briefly described below.  

2. “Charitable Organization” - A charitable organization48 refers to an organization, whether or not 

incorporated and therefore, it can be constituted in a number of ways including that of a 

corporation, a trust or any other form. 

(a) Permitted Activities – A charitable organization will be considered to be operating and 

devoting all of its resources exclusively for charitable purposes if: 

(i) It carries on its charitable activities itself (which is typically comprises most of 

the organization’s activities); 

(ii) it carries on a related business;49 

(iii) in any taxation year, it disburses not more than 50% of its income for that year 

to qualified donees; or 

 
48 See definition of “charitable organization” in subsection 149.1(1) and also see subsection 149.1(6). 
49 Meaning of “related business”- A related business refers to a business that is linked to a charity's purpose and 
subordinate to that purpose. Further, it is also defined in subsection 149.1(1) to include a business that is unrelated to 
the purposes of the charity or association if substantially all (i.e. more than 90%) persons employed by the charity or 
association in the carrying on of that business are not remunerated for that employment (i.e. are volunteers such as a 
gift shop). A charitable organization and a public foundation can lose their RC registration if they carry on business 
that is not a related business pursuant to paragraph 149.1(2)(a) and paragraph 149.1(3)(a), respectively. See CRA 
Charities Policy CPS-019, “What is a Related Business?” (dated March 31, 2003). 
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(iv) it disburses income to a registered charity that the Minister has designated in 

writing as a charity associated with it.50  

(b) Permitted control by non-arm’s length parties - more than 50% of its directors, 

trustees, officers or like officials deal at arm's length with each other.  

(c) Permitted contributions by non-arm’s length parties - not more than 50% of its capital 

can be contributed by a person or group of persons not dealing with each other at arm’s 

length who control the organization in any way.51 

3. Public Foundation52 - A public foundation can only be constituted as a corporation or trust and it 

can not be a charitable organization (described above). The main practical difference between a 

public foundation and charitable organization is that a public foundation is not restricted to how 

much of its income it can disburse to qualified donees (i.e. no 50% restriction). For this reason, 

unlike charitable organizations, most charitable foundations (public and private) typically do not 

carry on direct charitable activity themselves but rather are funding bodies established to make 

donations to other qualified donees which carry on the charitable activities. Accordingly, 

foundations have become a major source of funding for other charities. 

4. Private Foundation53 - A private foundation also can only be constituted as a corporation or trust 

and must not be a public foundation (discussed above). The main practical differences between a 

private foundation and a public foundation are that for a private foundation: (i) more than 50% of 

its directors or like officials are not required to deal at arm's length with each other such that a 

private foundation can be controlled by a single donor or family through a board that is made up 

of a majority (more than 50%) of directors at non-arm’s length whereas a public foundation must 

be governed by a board that is made up of a majority of directors dealing at arm’s length; (ii) 

similarly, more than 50% of its capital can be contributed by a person or group of persons not 

dealing with each other at arm’s length who control the organization; and (iii)  a private foundation 

may not carry on any business54 whereas a public foundation may carry on a related business. 

 
50 Associated RCs Under subsection 149.1(7), a RC can apply to the Minster to have another RC designated as 
being associated with it where the charitable aim or activity of each of the RCs is substantially the same. The main 
reason or benefit for doing this is that the 50% restriction does not apply and therefore, up to 100% of funds can be 
transferred between the associated charities without needing either charity to be reclassified as a public or private 
foundation (where no such 50% restriction applies). For example, this provision can be used to allow a national 
charity to set up local branch charities for ancillary purposes such as fundraising. In the absence of this rule, these 
branch charities (unless set up as foundations) could not transfer more than 50% of their income to the main charity.  
This provision allows funds to flow between associated charities without restriction. Although the CRA’s website 
provides a list of RCs and other qualified donees, it does not provide a separate list of “associated charities” or 
indicate whether a particular RC is associated with another RC. However, a person can make an informal information 
request to the CRA with respect to whether the RC is associated and can request a copy of the information filed with 
the CRA to support requests for designation as an associated charity. 
51An organization will not be disqualified from being a charitable organization solely because a person or group of 
persons not dealing with each other at arm’s length has contributed more than 50% of its capital, but they just cannot 
control the organization. 
52 See definition of “public foundation” and “charitable organization” in subsection 149.1(1). 
53 See definition of “private foundation” and “charitable organization” in subsection 149.1(1). 
54 Paragraph 149.1(4)(a). 
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APPENDIX B 

Summary of Information Required by CRA to be 

Reported by RCs Annually (and what is publicly available) 

 

Information Filed with CRA Publicly 

Available? 

General  T3010 (Section A) – Charity Name, RC Registration Number, Form of RC Yes 

Directors/Trustees 

and like officials 

T3010 (Section B) and T1235 worksheet setting out names, position, whether 

deal at arm’s length with other directors and certain personal information 

(address, phone number, birthdate). 

Yes, except 

personal 

information on 

T1235 in not 

public. 

Programs 

(Activities in 

support of 

Purposes) 

T3010 (Section C) - Description of all ongoing and new charitable 

programs/activities that the RC carried on during the fiscal period to further its 

purpose(s) as defined in its governing documents. 

 

Yes 

Gifts to Qualified 

Donees 

T3010 (Section C) together with T1236 (Qualified donees worksheet) setting out 

following for each qualified donee: (i) name; (ii) Registration number; (iii) whether 

associated charity; (iv) City and country; (v) amount of non-cash gifts and (vi) 

total amount of gifts 

Yes 

Activities Outside 

Canada 

T3010 (Section C) and Schedule 2 –setting out information including: (i) total 

expenditures on activities/programs carried on outside Canada (excluding gifts 

to qualified donees); (ii) Whether any resources spent pursuant to contractor, 

agency & joint venture and other arrangements (excluding gifts to qualified 

donees) and if so to set out name, country where activities occurred and 

amount; (iii) whether any activities outside Canada were carried on by 

employees or volunteers of RC  

Yes 

Public policy 

dialogue and 

development 

activities (Political 

activities) 

T3010 (Section C5) – Information is NOT required in respect of the RC’s public 

policy dialogue and development activities for the period.55 

N/A 

Fundraising 

activities  

T3010 (Section C5) - Nature of fundraising activities and whether paid any 

external fundraisers (if so, must include amounts collected, amount paid to 

Yes, except 

Schedule 4 is 

 
55 Prior to the elimination of the 10% Political Limitation in 2018, T3010 (Schedule 7) required the RC to (i) describe 
the RC’s political activities, including gifts to qualified donees intended for political activities and explaining how these 
related to its charitable activities; (ii) to identify the way the charity participated in or carried out political activities 
during the period (setting out the means used including media releases, speeches, rallies, petitions and  internet and 
what resources were used to carry out these activities including staff, volunteers, financial and property); and (iii) to 
describe each source of funding received from outside of Canada for political activity setting out the country and 
amount received for each. As a result of the 2018 changes, the 2019 version of the T3010 Registered Charity 
Information Return was revised such that in section C5 “Public policy dialogue and development activities”, 
the RC was required to answer the question whether the RC carried on public policy dialogue and 
development activities during the fiscal period and if yes, it was required to complete Schedule 7 requiring a 
brief description of the RC’s  public policy dialogue and development activities and how these relate to its 
charitable purposes. It is interesting to note that in the 2020 version of the T3010, section C5 of the form now 
states that “This question has been removed”.  Accordingly, no information is required in the T3010 with 
respect to the RC’s public policy dialogue and development activities. Schedule is no longer required. 
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Information Filed with CRA Publicly 

Available? 

fundraiser and whether fundraiser issued tax receipts on behalf of RC) and 

Schedule 4- setting out name of external fundraiser and whether arm’s length or 

not. 

confidential. 

Compensation to 

directors/trustees 

or like officials 

T3010 (Section C) – Only yes or no. Yes 

Compensation to 

Employees 

T3010 (Section C) and Schedule 3 – includes: (i)  number of full time, 

compensated employees and showing number of employees in various ranges 

of compensation; (ii) number of part time/seasonal employees and total 

compensation paid in year; and (iii) total compensation for all employees. No 

individual amounts required or names. 

Yes. 

Foreign Funding - 

Donation or gifts 

from Non-resident  

T3010 (Section C) – must indicate whether received any donation or gifts of any 

kind valued at $10,000 or more from a non-resident of Canada and Schedule 4 -

must be prepared for each such donation/gift setting out the name, type of donor 

(organization, government or individual) and the amount 

Yes, except 

Schedule 4 is 

confidential/not 

public. 

Non-cash Gifts T3010 (Section C) and Schedule 5 – for any non-cash gifts for which it issued 

tax receipts, must set out the specific category and the total amount of all such 

non-cash gifts. 

Yes. 

Financial 

Information 

T3010 (Section D) – must include various financial data including (except in 

certain cases must instead prepare more detailed information in Schedule 6 

such as if charity’s revenue exceeds $100,000):  

(a) For revenues: (i) whether the charity issued tax receipts for gifts and if so 

total amount; (ii) total amounts received from other charities; (iii) total other gifts 

received for which tax receipt not issued; (iv) amount received from any level of 

government in Canada; total amounts of tax-receipted revenue & non tax-

receipted revenue from all sources outside of Canada; (v) total non tax receipted 

revenue from fundraising;  

(b) For expenditures: (i) professional and consulting fees; (ii) amount of gifts to 

qualified donees 

Yes. 
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APPENDIX C 

Canadian Tax Treatment of Prizes and Awards Received by Canadians from Foreign NGOs 

 

There is no provision in the Tax Act that in any way restricts RCs or NPOs from receiving foreign funding 

such as from foreign charities, foundations or other NGOs. Such funding is not taxable to the recipient 

RCs or NPOs and can be used by them in their qualifying activities. 

Foreign NGOs may also provide funds to Canadians who are not RCs or NPOs in the form of awards or 

prizes which may or may not be taxable to the recipient depending on how they are structured. In this 

regard, the tax treatment of such awards or prizes under the Tax Act will depend not upon the label 

affixed to it but rather upon its true nature based on an examination of all of the relevant facts in the 

particular situation.  Generally, such amounts will be considered to be one of the following: 

o An amount received in the course of or by virtue of employment which is taxable under 

section 5 or 6;  

o An amount received in the course of carrying on a business which is taxable under 

section 9;  

o A research grant to enable a taxpayer to carry on research or any similar work which is 

taxable under paragraph 56(1)(o);  

o An amount received as or on account of a scholarship, fellowship or bursary, or a prize 

for achievement in a field of endeavour ordinarily carried on by the taxpayer (other than 

a prescribed prize) which is taxable under paragraph 56(1)(n); or  

o a prescribed prize under Regulation 7700 of the Tax Act which refers to any prize that is 

recognized by the general public and that is awarded for meritorious achievement in the 

arts, the sciences or service to the public (but does not include any amount that can 

reasonably be regarded as having been received as compensation for services rendered 

or to be rendered). A prescribed is not taxable.  

It will be most tax advantageous to the recipient if the prize or award can be structured as a non-taxable, 

prescribed prize. 

There has not been much commentary on prescribed prizes but the CRA has provided some comments. 

For example, In CRA Document 2005-0145751E5, the CRA was of the view that a prize given out 

annually by a foundation for meritorious achievement in the sciences could be considered a prescribed 

prize where it is recognized by the general public and does not include any amount that can reasonably 

be regarded as having been received as compensation for services rendered or to be rendered.  

Similarly, in CRA Document 2012-0438891E5, the CRA reviewed a situation where a prize was awarded 

in a contest to contestants presenting a new potentially viable sustainable business practice that could 

help the environment and help Canadian organizations to save money or generate additional revenues. 

The contest was publicized throughout Canada via webcasts over the internet, social media, radio, 
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newspaper, magazines, flyers, etc. It was the CRA’s view that the prizes awarded would qualify as 

prescribed prizes. 

In CRA Document 2009-0313051E5, the CRA was of the view that certain awards given by a charitable 

foundation would NOT be a "prescribed prize”. Based upon the CRA’s review of the facts in this particular 

situation, it found that each award appeared to be sufficiently connected to the services performed by the 

recipient, either in the course of a business or an office or employment, such that none of these awards 

would be a prize or prescribed prize for the purposes of paragraph 56(1)(n) of the Act and section 7700 of 

the Regulations. 
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APPENDIX D 

Summary Chart: US Tax Treatment of 501(c)(3) and 501(c)(4) Organizations 

and Comparison to Canadian Tax Treatment of RCs and NPOs 

 

Note: Dentons Canada LLP is only qualified to advise on Canadian legal matters. Accordingly, the following is 

only our general, high level understanding of the US tax treatment of organizations under 501(c)(3) and social 

welfare organizations under 501(c)(4) of the Internal Revenue Code. It is intended for general information 

purposes only and has not been reviewed by US tax counsel. 

 

 501(c)(3) Organizations56 501(c)(4) Organization 

Description Public Charity Private 

Foundation 

Key 

Requirements 

under IRC 

Corporations, and any community chest, fund, or 

foundation must be organized and operated 

exclusively for religious, charitable, scientific, 

testing for public safety, literary, or educational 

purposes, or to foster national or international 

amateur sports competition (but only if no part of 

its activities involve the provision of athletic 

facilities or equipment), or for the prevention of 

cruelty to children or animals. 

 

No part of its net earnings inures to the benefit of 

any private shareholder or individual. 

 

No substantial part of its activities is carrying on 

propaganda, or otherwise attempting, to influence 

legislation and it does not participate in, or 

intervene in any political campaign on behalf of (or 

in opposition to) any candidate for public office. 

Same Must not be organized for profit but 

operated exclusively for the promotion of 

social welfare. 

Its net earnings are devoted exclusively 

to charitable, educational, or recreational 

purposes. 

No part of its net earnings inures to the 

benefit of any private shareholder or 

individual. 

Tax Status of 

Organization 

Tax Exempt  Tax Exempt  Tax Exempt  

Any tax 

benefit to 

Donor? 

 

Yes. Donations generally tax deductible. Yes. 

Donations 

generally 

deductible. 

Donations not tax deductible. 

 
56 Public Charity vs. Private Foundation - All Section 501(c)(3) organizations have a “foundation classification” and 
the terms “public charity” and “private foundation” are used to refer to an organization’s foundation classification. Any 
organization that qualifies under Section 501(c)(3) is considered to be a private foundation as defined under Section 
509 of the Internal Revenue Code, unless it can show that it qualifies for one of the exceptions to private foundation 
status in which case it is commonly referred to as a public charity. Most organizations qualifying for public charity 
status do so because their financial support comes from a broad cross-section of the public meaning that more than 
1/3 of their donations each year must come from the public. Therefore, organizations that receive their support from a 
very narrow base (typically set up by a wealthy individual or family) will be classified as a private foundations. They 
are often referred to as non-operating foundations as most have as their primary activity the making of grants to other 
organizations, rather than the direct operation of charitable programs. 
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 501(c)(3) Organizations56 501(c)(4) Organization 

Description Public Charity Private 

Foundation 

Can 

organization  

donate to 

other 501(c3) 

& 501(c4) 

entities? 

Yes. Can donate to 501(c3) and 501(c4) 

organizations (but only for 501(c3) activities – i.e. 

subject to restrictions on political and lobbying 

activities) 

Yes. Same. Yes. Same (but no limit on activities) 

Any 

restrictions re 

political 

activities? 

Prohibited from engaging, directly or indirectly, in 

political activities except for nonpartisan voter 

education 

Same. Permitted to also conduct partisan 

political activities as long as it’s not the 

group's primary purpose and is related to 

the organization's purpose. (i.e.  

participate in political campaigns and 

elections)  

Any 

restrictions re 

lobbying 

activities? 

Yes. Lobbying activities limited. Yes. Same. No lobbying limits. 

Reporting 

Required 

Generally, must file annual IRS Form 990.   Must file 

annual IRS 

Form 990-PF  

Generally, must file annual IRS Form 

990. 

Any Public 

Disclosure 

Required? 

Form 990 generally is available for public 

inspection but not required to publicly disclose 

donors listed on annual IRS Form 990.  

Same, except 

names  of 

large donors 

generally 

required to be 

made public. 

Generally, not required to disclose their 

donors publicly. 

Any limits on 

where 

donations 

come from? 

More than 1/3 of donations each year must come 

from public. 

Predominantly 

funded by 1 

family or small 

group; no 

public funding 

requirement. 

No. 

 

General Comparison  

 

Canada’s RC (comprised of charitable organizations, public foundations and private foundations) are 

similar in nature to 501(c)(3) organizations (comprised of public charities and private foundations) in the 

US. Further, Canada’s NPOs are similar in nature to 501(c)(4) organizations in the US. In this regard: 

 Tax Status - All of these organizations are tax-exempt in their respective countries. 

 Tax Benefit to Donors - Both Canada’s RCs and the US’ 501(c)(3) organizations provide 

preferential tax treatment to donors, whereas Canada’s NPOs and the US 501(c)(4) organizations 

do not provide preferential tax treatment to their donors. 
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 Political Activities – Both Canada’s RCs and the US’ 501(c)(3) organizations are prohibited from 

engaging, directly or indirectly, in partisan political activities (such as supporting or opposing a 

political party or candidate for public office), but it can engage in non-partisan activities (such as 

voter education or engaging in public policy dialogue that furthers its stated charitable purpose).  

 Public Disclosure of Information About Donors – In Canada, a RC is required to list the 

names of foreign donors on its annual returns but such information is not required to be made 

available to the public. A NPO is not required to list the names of any of its contributors on its 

annual returns nor is any such information required to be made available to the public. In the US, 

a public charity and a 501(c)(4) organization is not required to make available to the public the 

names of donors listed on its annual return but a private foundation is generally required to make 

available to the public the names of donors listed on its annual return. 

 Restrictions on who can distribute funds to – In Canada, RCs must be operated exclusively 

for charitable purposes meaning that amounts must be incurred in respect of charitable activities 

carried on by the RC itself or disbursed to “qualified donees,” which is very limited under the Tax 

Act and generally would be another RC. RC’s can not distribute funds to a NPO. In the US, 

501(c)(3) organizations can distribute funds not only to other 501(c)(3) organizations but also to 

501(c)(4) organizations.     


	II.  REGISTERED CHARITIES (RCs)
	1. Tax Benefits of RC Status - RCs, both incorporated and unincorporated, include charitable organizations, public foundations and private foundations. Being a RC has two significant tax benefits being:
	(a) a RC itself is exempt from tax;  and
	(b) a RC can issue donation tax receipts which provides donors with favorable tax treatment. In general terms, an individual donor can claim a non-refundable tax credit against Canadian tax otherwise payable on donations made to RCs.  Corporations can...

	RCs and their donors have received special tax treatment since the inception of the federal income tax in 1917 in recognition of the important role they play in Canadian society.  However, the offset to this preferential tax treatment is that there is...
	2. Key Requirements to be RC - in order for an organization to be a RC, the following key requirements  must be met:
	(a) it must be created or established in Canada;
	(b) it must be resident in Canada;
	(c) it must be registered as a RC with the Charities Directorate of Canada Revenue Agency (“CRA”);
	(d) it must be constituted and operated exclusively for charitable purposes (discussed below); and
	(e) no part of its income can be payable to, or otherwise available for, the personal benefit of any proprietor, member, shareholder, trustee or settlor thereof.

	3. Meaning of “Charitable Purposes”- The meaning of charitable purposes is generally determined with reference to the common law.   In this regard, a purpose will be charitable if it benefits the public and it fits into one of the following four “head...
	(i) the relief of poverty,
	(ii) the advancement of religion,
	(iii) the advancement of education, or
	(iv) other purposes beneficial to the community in a way the law regards as charitable.
	Purposes and Activities of RC - To be eligible for registration as a RC under the Tax Act, an organization’s application (Form T2050) will be evaluated by the CRA using a two-part test: (i) the organization must be established exclusively for charitab...
	Once the organization’s application has been accepted, the RC must also file an annual return which amongst other things must include a description of all ongoing and new charitable programs/activities that the RC carried on during the fiscal period t...
	If a RC operates outside of its purposes or if its activities are not in furtherance of these purposes as set out in its registration, its RC status may be revoked.
	4. Three Forms of RC - A RC can take on three different forms:
	(a) a charitable organization,
	(b) a public foundation; or
	(c) a private foundation.
	Regardless of the form, an organization must meet all of the same key requirements to be a RC and they all provide the same tax benefits. The differences amongst the three forms of RCs lies primarily in: (i) the degree to which the organization carrie...

	5. Permitted Activities of RCs (Inside and Outside of Canada) and Use of Intermediaries
	(a) General
	A RC can operate inside or outside of Canada  but in either case it can only use its resources in two ways:
	(i) on its own activities; or
	(ii) on gifts to qualified donees (the meaning of which is discussed below).

	(b) Types of Permitted Third Party Intermediaries Used to Carry out RC Activities
	(i) Agent - The RC may engage an agent to carry out specific activities on the RC’s behalf. An agent is used when the Canadian charity is unable to send its own staff into the field to carry out its activities.
	(ii) Joint Venture Participant - Pursuant to a joint venture agreement, the RC and the joint venture participant(s) (which may be a non-qualified donee) will pool their resources to accomplish their mutually agreed upon goals. Under the agreement, the...
	(iii) Cooperative Participant – Under this arrangement, the RC and the cooperative participant(s) will work side-by-side on a particular charitable project of mutual interest but rather than pooling their resources and sharing responsibility for the p...
	(iv)  Contractor – a contractor is the most commonly used intermediary arrangement used by RCs whereby an organization or individual is engaged by the RC to provide services or goods to the RC. Direction and control is typically exercised by the RC th...

	(c) RC Can’t be Used as a Conduit

	6. Meaning of “Qualified Donee”  – As discussed above, a RC is permitted (within certain limits depending upon the form of RC) to use it funds to make gifts to a qualified donee which refers to the following:
	(a) a RC (which is the most common form of qualified donee to which donors or other RCs will provide funds to),
	(b) a registered journalism organization (which was recently added as a result of the 2019 Federal Budget),  or
	(c) a person registered by the Minister and that is
	(i) a housing corporation resident in Canada that is exempt from tax because of paragraph 149(1)(i) that has applied for registration,
	(ii) a municipality in Canada,
	(iii) a municipal or public body performing a function of government in Canada that has applied for registration,
	(iv) a university outside Canada, the student body of which ordinarily includes students from Canada, that has applied for registration, or
	(v) a foreign charity that has applied to the Minister for registration.


	What Political and Lobbying Activities can be carried out by RCs?
	Brief Historical Background
	7. There has been much debate and a long history with respect to the appropriate role of RCs in influencing public policy and whether a RC could use any of its resources for political activities.
	8. In 1986, in light of this uncertainty, provisions were enacted in the Tax Act retroactive to 1985 which provided that as long as a RC devoted substantially all (meaning more than 90%) of its resources to charitable activities, it could devote up to...
	9. The case of Alliance for Life v. Minister of National Revenue  is instructive with respect to how the Canadian courts have traditionally viewed political activities, as distinct from charitable activities carried on by a RC. In this case, the taxpa...
	10. In the 2012 Federal Budget, the Conservative Federal Government acknowledged the valuable contribution of RCs to public policy development in Canada but stated that: "[c]oncerns have been raised that some charities may be exceeding these limitatio...
	11. Further, the definition of “charitable purposes,” which prior to the 2012 Federal Budget was defined broadly to include “the disbursement of funds to qualified donees” was narrowed by excluding “a gift the making of which is a political activity”....
	12. On October 19, 2015, the Conservative Federal Government was replaced by a majority Liberal Government and the government’s approach to political activities of RCs changed direction.
	13. In November 2015, the Prime Minister issued a Mandate Letter to the Minister of National Revenue, asking them to work with the Minister of Finance to modernize the legislation governing the charitable sector, including a clarification of the rules...
	14. In January 2016, the Minister of National Revenue announced that the Political Activities Audit Program would be wound down. The announcement also recognized the critical role charities play in our society and their valuable contribution to public...
	15. The March 22, 2016 Federal Budget announced that the CRA would collaborate with the Department of Finance to engage with charities to clarify the rules governing political activities and consultations with charities took place between September an...
	16. On March 31, 2017 the CRA published the report of the Consultation Panel on the Political Activities of Charities  which amongst other things recommended that the Tax Act be amended by deleting any reference to non-partisan political activities an...
	17. On July 16, 2018, the Ontario Superior Court of Justice in Canada Without Poverty v. AG Canada  struck down the 10% Political Limitation provisions of the Tax Act that restricted the amount of non-partisan political activities that a charity could...
	18. On August 15, 2018, the Minister of National Revenue and the Minister of Finance issued a statement that the Government of Canada recognizes that charities play a key role in Canadian society and the value they bring to public debate and the formu...
	Current Provisions of the Tax Act re Political Activities
	19. On December 13, 2018, the above amendments to the Tax Act were enacted with retroactive effect including the following:
	(a) the 10% Political Limitation in subsections 149.1(6.1) and (6.2) was repealed;
	(b) there is now a new definition of “charitable activities” in subsection 149.1(1) which includes public policy dialogue and development activities carried on in furtherance of a charitable purpose and therefore, shall be considered to be part of a R...
	(c) the definition of “political activity” (added in 2012) was repealed and the definition of “charitable purposes” (which was narrowed in 2012 to exclude “a gift the making of which is a political activity”) was reversed.
	Note: These amendments in (a) and (b) were deemed to come into force retroactive to January 1, 2008 in respect of organizations, corporations and trusts that were RCs on September 14, 2018; and on September 14, 2018 in any other case. The amendments i...
	The Tax Act retains the prohibition on charities from devoting their resources to the direct or  indirect support of or opposition to any political party or candidate for public office" (so that such partisan political activities shall not be consider...

	20. Public policy dialogue and development activities - Guidance CG-027 “Public policy dialogues and development activities by charities” which was originally released by the CRA in draft on January 21, 2019 and then revised on November 27, 2020, prov...
	Books and Accounts
	21. A RC must keep adequate books and records in Canada (in respect of activities both in Canada and abroad).
	22. The CRA requires that books and records be kept that will enable the CRA to check among other things:
	23. A failure to do so may result in various sanctions under the Tax Act, including having its registration revoked.
	Reporting Requirements and Public Disclosure of Information About RCs
	24. RCs are required to file a T3010 Information Return annually within six months following their year-end.  Such form includes annual information about the RC.
	See Appendix B which provides a summary of what information is provided by the RC to the CRA on the T3010 and what information therein is publicly available.
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