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House of Commons Standing Committee on Finance- Pre-budget Consultations 2013 

This brief is submitted by: 

BLUMBERG SEGAL LLP 0 an organization Organization name: --------------------

or 

0 an individual Name: __________________ _____ __ 

Topic: Charities, charitable giving and volunteerism 

*Recommendation 1: Please provide a short summary of your recommendation. 

Currently CRA is not allowed to disclose serious non-compliance by registered charities until 
after they have been revoked which can take money years. Also CRA is forbidden from 
disclosing any information on non-profits that are not registered charities. Recommendation: 
S. 241 of the Income Tax Act should be amended to allow the CRA to disclose serious 
non-compliance with legal requirements by a registered charity, Registered Canadian 
Amateur Athletic Associations or certain other qualified donees and CRA should be allowed to 
disclose information contained on NPO information returns. 

Expected cost or savings: From the pu ll-down menus, please indicate the expected cost or savings of your 

recommendation to the federa l government and the period of time to which the expected cost or savings is 

related. 

$100 million -$499.9 million 

4 yea rs 

Federal funding : Please provide a precise indication of how the federal government could fund your 

recommendation. For example, indicate what federa l spending should be reallocated, what federal t ax 

measure(s) should be introduced, eliminated or changed, etc. 

There is no cost for this recommendation. CRA is already collecting information on charity 
scams and abuse of charities but CRA cannot adequately and specifica lly warn the public 
because of the confidentiality provisions of the ITA. The public then donates hundreds of 
mil lions of dollars to the scams and many feel that CRA has not provided specific enough 
warnings. Also CRA is currently spending lots of resources collecting NPO information and 
placing it in a database. The database is secret and therefore the public is not aware of the 
information contained therein. 
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Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/or the regions that would 

benefit by implementation of your recommendation . 

Donors will benefit by CRA being able to warn them of specific schemes or scam charities that 
CRA is aware of. Millions of donors would have greater assurances they are donating to 
legitimate charities which will assist with fundraising . Also funders and government agencies 
will benefit from being having greater awareness of the non-charitable non-profit sector. Many 
stakeholders of non-profit organizations who have been deprived basic information on 
non-profit organizations will have a greater understanding of the NPO sector. 

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living 

of Canadians would be improved, jobs would be created, people wou ld be t rained, etc. 

The registered charity sector has revenue of approximately $212 billion and employs about 
3.4 million Canadians (full time and part time). We don't know the size of the non-profit sector. 
Weakness in transparency and understanding of these two sectors increases the likelihood of 
misuse of registered charities and non-profits in a number of different ways including undue 
private benefits, allowing for the support of terrorism, inefficient expenditures of resources, to 
name but a few examples. 

Topic: Charities, charitable giving and volunteerism 

Recommendation 2: Please provide a short summary of your recommendation. 

We need more enforcement of the charity law provisions of the ITA and improvements to the 
regulatory system to encourage greater expenditures on charitable activities. Our 
recommendations include: 1) increasing the disbursement quota payout from 3.5% to 5%; 
2) Require charities to demonstrate that they are active and actually have a "public benefit"; 
3) Increase compliance education to assist charities understand charity law; 
4) Use more police to investigate major abuse of charities; and 
5) Encourage CRA to actively use "ineligible individual" provisions. 

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your 

recommendation to the federal government and the period of time t o which the expected cost or savings is 

related . 

$100 million -$499.9 million 

5 or more yea rs 
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Federal funding: Please provide a precise indicat ion of how the federal government could fund your 

recommendation . For example, indicate what federal spending shou ld be rea llocated, what federal tax 

measure(s) should be introduced, eliminated or changed, etc. 

The Federal government should immediately reallocate the remaining funds allocated for 
additional review of political activities by charities to use on improving the compliance system 
and to stop major abuses of registered charities. As well , abuse of the receipting privileges of 
charities costs the Federal (and provincial governments) hundreds of millions of dollars per 
year. If such abuse could be reduced by even 10% that would save tens of mil lions of dollars 
in lost revenue. 

Intended beneficiaries: Please indicate the groups of individuals, the sector(s) and/ or the regions that wou ld 

benefit by implementation of your recommendation . 

Registered charities would benefit by having foundations and other charities grant more funds 
instead of having the money placed into investments and reserves. Canadians would have 
greater confidence in their charity sector if the worst types of abuse could be reduced or 
eliminated. There are thousands of dormant charities- removing them as registered charities 
would mean CRA can watch over fewer charities. Directors would benefit by knowing that 
ineligible individuals are being removed from controlling charities. 

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living 

of Canadians would be improved, jobs would be created, people would be trained, etc. 

As noted above the registered charity sector is very important to the economy. It also is 
important to society. Many Canadians volunteer with charities and most donate to them. It is 
vital that they can donate in confidence. As the Canadian society ages the number of people 
requiring support from charities will increase. As well, the number of vulnerable people who 
can be preyed upon by unscrupulous individuals will increase. Training charities and their 
directors to understand compliance and risk issues will make charities more effective. 

Topic: Foreign aid and foreign policy 

Recommendation 3: Please provide a short summary of your recommendation. 

!Accord ing to information from the US Hudson Institute, remittances from Canada to developing 
countries amount to approximately $15 billion a year. This is many times greater than the 
amount of all international development and humanitarian assistance philanthropy from 
Canada. There are no tax preferences given to individuals in Canada who remit funds back to 
heir friends, family, co-workers and others in foreign countries. The Canadian government 
should study the impact of remittances, the obstacles to efficient remittances by people 
resident in Canada and consider various improvements. 
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Expected cost or savings: From the pull-down menus, please indica te the expected cost or savings of your 

recommendation to the federal government and the period of t ime to w hich the expected cost or savings is 
re lated. 

2 years 

Federal funding: Please provide a precise indication of how the federal government could fund your 

recommendation . For example, ind icate what federal spend ing should be reallocated, w hat federal tax 

measure(s) should be introduced, eliminated or changed, etc. 

The Federal government spends almost $5 billion on official development assistance. This 
costs Canadian taxpayers $5 billion . Remittances which are 3 times as much don't cost 
taxpayers anything as there is no tax subsidy (unlike donations which are heavily subsidized). 
However, remittances are often inefficient- costing up to 20% of the amount remitted. If 
remittances were more efficient more funds could go to the developing world. It would make 
sense for the funds to come from the CIDA/DFAITD budget. 

Intended beneficiaries: Please ind icate the groups of individuals, the sector(s) and/ o r the regions that would 

benefit by implementation of your recommendation. 

There are many Canadians, especially from immigrant groups that send funds abroad as 
remittances. They are frustrated by what is often the high cost of remittances but they don't 
individually have the purchasing power to negotiate lower fees and transaction costs. There 
are tens of millions of people around the world who benefit from remittances and if more 
money actually made it to the developing world it would reduce poverty, improve education 
etc. To the extent that some of the beneficiaries may end up immigrating to Canada they will 
have better education , health etc. 

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living 

of Canadians would be improved, jobs would be created, people would be trained, etc. 

By studying remittances from Canada and improving the system for remittances it would help 
many people in Canada who are worried about the health, education and welfare of their 
relatives and friends abroad. Many people living in Canada send generous remittances that 
impoverish them, because although they may be poor by Canadian standards but their 
families abroad may be extremely poor. Working with non-profits and financial institutions to 
improve the efficiency of remittances make Canada a better place for immigrants and help 
improve the world we live in . 

4 



Please use this page if you w ish to provide more explanation about you r recommendation(s) . 

Registered Charities 
Currently, without the consent of the registered charity CRA can only provide the "entirety of 
or any part of any letter sent by or on behalf of the Minister to the charity relating to the 
grounds for the revocation or annulment". However, this can only be provided after the 
charity's registration has been revoked. This means that by the time the charity has actually 
lost its registered charity status, several years may have passed after CRA started having 
significant concerns about the charity. Therefore, CRA essentially has no ability to disclose to 
the public any information about charities that are involved with abusive gifting tax shelters 
(totaling approximately $6 billion dollars over the last 9 years). CRA also does not have the 
power to disclose to the public any information surrounding charities that have had 
complaints of systemic child abuse, involvement with inappropriate third party transactions or 
other major concerns. The public, especially donors, should have the right to know of any 
serious non-compliance by charities and it will take amendments to the Income Tax Act to 
al low for such disclosure. 

That is why we are recommending that S. 241 of the Income Tax Act should be amended to 
allow the CRA to disclose serious non-compliance with legal requirements by a registered 
charity, Registered Canadian Amateur Athletic Associations or certain other qualified donees. 

Non-Profit Organizations 
It is estimated that there are over 80,000- 100,000 non-profits that are not registered 
charities or other types of qualified donees in Canada. They are exempt from almost all 
transparency requirements even though in many cases, they receive government funding, 
support or public donations. Prior to the introduction of the Canada Not-for-profit 
Corporations Act (CNCA), non-profits did not have to publicly disclose their finances, such as 
revenues, expenditures, compensation and programs. With the CNCA now in force, financial 
statements of certain Federal non-profit sol iciting corporations may need to be disclosed. 
However, this rule does not affect provincial non-profits, Federal non-profits under the old 
Canada Corporations Act or Federal non-soliciting corporations under the CNCA. While 
non-profits that are not charities must in some cases file the two page Form T1 044, 
Non-Profit Organization (NPO) Information Return, such form is not made available to the 
public either electronical ly or by request. In essence, except for the limited disclosure under 
the CNCA, there is no transparency for these non-profits in Canada. 

This why we are recommending that S 241 of the Income Tax Act should be amended to 
allow the CRA to disclose information contained on the Non-Profit Organization (NPO) 
Information Return. 

*Please note that at least one recommendation must be provided 
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