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Compliance overview

= Mission: to promote compliance with income tax legislation
and regulations relating to registered charities through
education, quality service, and responsible enforcement.

+ Compliance program uses a multi-streamed approach
involving various audit and non-audit interventions based on
the level of risk a charity has of being non-compliant.

* Adopted the compliance pyramid approach to determine
when it is best to take an education or audit approach.

+ Early education is used to resolve minor non-compliance issues
before they become more serious.

+ Audits are reserved for more isolated, serious or complex cases
of non-compliance.

Compliance objectives

» Our objectives are:

» Appropriate program balance
» Quality outputs and service
> Investing in our people

» These strategic objectives support the CRA’s
priorities of compliance, service, innovation,
accountability, and people.
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Addressing non-compliance:
a balanced approach
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Compliance risk approach

» Balancing our compliance program enables us to
proactively promote voluntary compliance and to

interact with a greater number of charities.

* Lowerrisk non-compliance

» Represents the greatest proportion of charities

engaging in non-compliance.

Higher risk non-compliance

» Represents a smaller proportion of charities that are
at a much higher risk of engaging in more complex

and serious acts of non-compliance.
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Compliance activities and interventions

+ Some interventions in support of the core mandate
of enforcing, encouraging, and assisting registered
charities to comply with the requirements of the
legislation set out in the Income Tax Act are:

> Educational interventions
= outreach and education

= |letter writing campaigns, onsite/virtual visits like the
Charities Education Program (CEP)

> Audit inferventions
= office and field audits

How is a charity selected for audit?

» A charity can be selected for audit for various
reasons including the following:

» referral from another area of the CRA
» complaints from the public

» arficles in the media or other publicly available
sources

» review of specific legal obligations under the
Income Tax Act

» information from their T3010 annual information
refurn

> follow-up on a previous compliance agreement
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What happens when the audit is
finished?

» A letteris sent to the charity outlining the results:

» Its activities are in line with the Income Tax
AcCt; or

» Audit uncovers that the charity is not
following the Income Tax Act.

« Generally, a charity will have 30 days to reply to
concerns, although it can request an extension.

What types of lefters might a charity
receive after it has been audited?

*  We take an education-first approach.

*  Where possible, we will give the charity the chance to correct
its non-compliance through education or a compliance
agreement before resorting to other measures such as
sanctions or revocation.

+ Only a very small proportion of audits result in serious
consequences like sanctions or revocation.

» The facts will determine which of the following compliance
outcomes will occur:

> education letters

» compliance agreements
» sanctions

» revocation of registration
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What recourse does a charity have after
an audite

+ The charity is given the chance to make representations to the
Appeals Branch of the CRA by filing an objection.

» The charity has to file its objection no later than 20 days after
the date of the final letter it received from the Charities
Directorate.

+ The CRA’s Appeals Branch is responsible for the objection
process, and its mandate is to review the decision fairly and
fransparently.

* The charity must set out the reasons for the objection and all
the relevant facts.

» If the charity disagrees with the decision about its objection, it
has the right to appeal to the Federal Court of Appeal or the
Tax Court of Canada, depending on the type of appeal.
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What audit information is available
to the publice

* As an exception to the general rules around taxpayer
confidentiality, the Income Tax Act allows certain
information about charities to be released to the public.

* When the CRA revokes or annuls a charity’s registration
or when it imposes a sanction, it posts this information in
the List of charities.

* Under the Income Tax Act, the CRA can release a copy
of the letter(s) it sent to the charity outlining the reasons
for its decision.

+ This is to make sure the CRA’s decision about the charity
is fransparent.
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https://apps.cra-arc.gc.ca/ebci/hacc/srch/pub/dsplyBscSrch?request_locale=en
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Statistics on audit results compared by year

Outcomes 2018-2019 2019-2020 2020-2021

No change /no further action ) 2 1
Education letters issued 161 131 90
Compliance agreements 80 44 37
Voluntary revocations 4 4 5
Penalties/suspensions 2 1 0
Notices of Intention to Revoke issued 21 7 0

Annulments 1 1 1

Other (includes other audit activities such as pre-registration and Part V audits) 113 20 8

Total 288 210 142

Revocations as a result of an audit 24 4 4
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Disbursement quota (DQ) requirements

+ Charities must continue to meet the legal requirements for
registration including their DQ.

* The compliance program uses audit and non-audit
approaches to assist charities in complying and to address
serious concerns.

* Itisincumbent on all charities to report and monitor their DQ
obligations when completing their information return.

« There are many tools available to assist charities in
understanding and meeting their DQ obligations. Further
information can be found at: Annual spending requirement
(disbursement quota)



https://www.canada.ca/en/revenue-agency/services/charities-giving/charities/operating-a-registered-charity/annual-spending-requirement-disbursement-quota.html
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Going forward ...

+ Digital solutions doing audits

* Focussing on specific and current
non-compliance issues

» Allocating resources to meet current needs
» Evolution of the compliance risk model

» Disbursement quota
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Helpful Resources

Contact us — MyBA, mail, fax, or phone

» Educational videos and other communications
products like infographics

= Upcoming charities information webinars

= Electronic Mailing List

* Our Website - www.canada.ca/charities-giving
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https://www.canada.ca/en/revenue-agency/services/charities-giving/charities/contact-charities-directorate.html
https://www.canada.ca/en/revenue-agency/news/cra-multimedia-library/charities-video-gallery.html
https://www.canada.ca/en/revenue-agency/services/charities-giving/charities/guidance-videos-forms/charities-information-sessions.html
https://www.canada.ca/en/revenue-agency/news/e-services/canada-revenue-electronic-mailing-lists/electronic-mailing-list-charities-giving-whats-new.html
https://www.canada.ca/en/services/taxes/charities.html
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WE ARE HERE TO HELP

= Nof sure about the rules?

= Want to make some changes?

Contact arepresentative Monday to Friday
(except statutory holidays) between ? a.m. and 5 p.m., local time:

» By phone:
1-800-267-2384

» By TTY service for people with a hearing or speech impairment:
1-800-665-0354
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Questionse
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