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CHAPTER 1

Introduction

In Canada, charitable organizations provide services that benefit the public and improve quality of life
through activities related to education, religion, social issues, arts, and sports (Canada Revenue Agency,
2006). The defining characteristics of a charity are that its purpose is beneficial to the community and it is
registered with the Canada Revenue Agency (CRA). When an organization receives charitable registration
from the CRA, it is provided with a charitable number, which enables it to be tax exempt, apply for charitable
funding and provide tax receipts. In this handbook, we refer to these organizations as charities.
There are many groups, individuals and organizations whose purpose is beneficial to the community but
who are not registered as charities with CRA. These may include informal community groups, societies, notfor-profit organizations and businesses. In this handbook, these are referred to as non-charities.
Charities and non-charities will often partner to increase their impact in community. For example, a
youth-serving charity may partner with a non-charity youth group to offer a summer camp program. The
partnership enables the charity to reach more youth and allows the non-charity to provide activities that
might not otherwise be available. If the partnership accesses charitable funding, specific guidelines must
be followed.
This handbook seeks to explain these guidelines, provide insights from community experience and
promote examples of good practice. It strives to enhance the efficiency and effectiveness of the practice
in compliance with CRA regulations so that charity and non-charity partnerships can be used to maximize
community benefit.
This handbook is not meant to be an authority or to take the place of legal advice. It is meant to
provide information and suggestions for good practice based on community experience. Readers are
strongly advised to stay abreast of current CRA legal requirements and to obtain legal advice to guide their
own practice.

To find out more about current CRA guidelines,
please read Guidance CG-004 using this link:
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/ntrmdry-eng.html
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Definitions
What is a Charity?
An organization is considered a charity if it has been granted a charitable registration number by Canada
Revenue Agency (CRA) based on its charitable mandate, objects and activities. There are three forms of
registered charities: charitable organizations, public foundations and private foundations.
To qualify for or to maintain charitable registration under the Income Tax Act, a charity must be constituted
and operated exclusively for charitable purposes and activities. This means that the funds received by a
charity can only be used to support activities outlined in its charitable mandate. A charity can do this either
through spending the funds directly on charitable activities or partnering with a non-charity to carry out the
charitable activities.
Charitable purposes must fall under
one of the following categories and the
activities must further these purposes to be
considered charitable by CRA:
•

The relief of poverty

•

The advancement of education

•

The advancement of religion

•

Other purposes beneficial to the
community that do not fall under
any of the other headings (i.e., arts,
youth recreation, service clubs)

Activities that are not charitable cannot
be provided by charitable organizations
or a charity and non-charity partnership.
This includes activities for:
•

Personal benefit

•

Private benevolence

•

Political purposes

•

Any action that is illegal
or contrary to public
policy

Charities are not allowed to transfer or to give funds
to a non-charity outside of the relationships outlined
in the Table on page 6.

What is a Qualified Donee?
Charities are not the only group that can be granted charitable dollars. They are part of a larger group the
CRA calls qualified donees.
A qualified donee could be any one of the following:
•

A registered Canadian charity;

•

A registered Canadian amateur athletic association;

•

A tax-exempt housing corporation resident in Canada that only provides low-cost housing for seniors;

•

A municipality in Canada, or under proposed legislation, for gifts made after May 8, 2000, a
municipal or public body performing a function of government in Canada;

•

The United Nations and its related agencies;

•

A prescribed university outside Canada;

•

A charitable organization outside Canada to which the Government of Canada has made a donation
in the tax year, or the previous tax year; and

•

The Government of Canada, a province, or a territory

(Canada Revenue Agency, 2009)
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What is a Non-Qualified Donee?
A group that does not meet the criteria listed above is called a non-qualified donee. It cannot receive a grant
of charitable dollars on its own. It must work with a qualified donee, of which a charity is one kind. That
working arrangement must follow rules set out by CRA for how charities and non-charities need to work
together when the charity is supplying resources.

What Kinds of Partnerships are Possible?
The CRA has identified four kinds of charity and non-charity partnerships (Policy and Guidance CG-004:
Using an Intermediary to Carry Out a Charity’s Activities within Canada).

Type of CRA
relationship
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Description

Funding

Agent relationship

When the charity uses an agent to carry out
activities on the charity’s behalf. Charities
often use agents when they need staff or
resources to provide activities in an area that
they cannot reach geographically.

The activities of
the agent may
be funded or
supported by
the charity.

Contractor relationship

When the charity hires an individual or
organization as a contractor to provide
specialized services that the charity does not
have within its own organization.

The contractor
is paid by the
charity for
completing
specific
deliverables.

Joint venture
relationship

When the charity partners with another
organization (the joint venture participant) to
provide charitable services. Each organization
pools their resources and contributes services
to accomplish a project as a joint venture.
Although both organizations contribute
resources, the sponsor maintains enough
authority and responsibility to dictate and
account for how the resources are used.

Each partner
contributes
resources.
Decisions about
how resources
are used are
made jointly.

Co-operative venture
relationship

When the charity works side by side with
another organization (the co-operative
participant) to complete a charitable activity.
Although the organizations work co-operatively
to accomplish the project, each organization
maintains responsibility for their own part of
the project. In this case, the charity does not
direct or control the activities of the other
organization. Instead, it must ensure that the
other organization contributed what they
committed towards the project to demonstrate
the activities were carried out in the manner
they were intended (co-operatively).

Each partner
provides the
resources
needed for their
activities. There
is no sharing of
resources.
NOTE:
This relationship is
not covered in this
handbook because
there is no transfer of
charitable funding.

All four kinds of partnerships would benefit from the spirit of care and attention this handbook
recommends. However, the specifics described in this handbook are only relevant to three
kinds of partnerships (agent, contractor and joint venture) because they involve the transfer
of charitable dollars from a charity to a non-charity. The transfer of funds is not a grant but an
arrangement where the charity must retain control over how the money is spent to reflect the charity’s
charitable program.
It is important to emphasize that the partnership between charities and non-charities is a legal relationship.
Under CRA guidelines, the charity must monitor, regulate and control the funds. The charity must retain
direction and control of the charitable funds and the activities of the non-charity must align with
the charity’s mandate and contribute to the achievement of that mandate.

The Importance of Terms
Language to describe these partnerships is in flux.
Common terms like charitable sponsorship, fiscal
agency, conduit, flow through, and lending your
charitable number are no longer advisable because
they are now understood to misrepresent the
nature of the arrangement.

!

To comply with charitable tax law, a charity cannot act on behalf of (serve as the agent of) a non-charity.
Only the non-charity can serve as an agent; it is the non-charity that acts on behalf of (serves as agent of)
the charity. The charity can only be the principal in the partnership – the entity that ultimately
has direction and control over the project. Similarly, the use of terms like flow through or conduit
mistakenly imply that the funds are accepted by the charity and then simply turned over to the non-charity.
This is in violation of CRA guidelines and jeopardizes charitable status.
The CRA does not use these common but misleading terms. In its important guidance document CG-004, the
CRA describes the practice as using an intermediary to carry out a charity’s activities within Canada.
The CRA describes the partners as non-qualified donee or intermediary (the non-charity) and charity.
This handbook is testing out alternative language for the sake of clarity and simplicity. It calls the
relationship a “partnership” and the players as “charity” and “non-charity.” The hope is that organizations
will be able to recognize which kind of group they are and better understand CRA regulations. It is important
to recognize that in this situation the partnership is a very specific relationship set up and operated in
accordance with CG-004.
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Benefits of Charity and Non-Charity
Partnerships
Partnership is not the answer to every working arrangement, but may be an effective strategy for
community benefit in some contexts, such as:
•

Grassroots community development projects

•

Pilot projects and prototypes

•

Emerging groups gaining experience

Benefits to the Community
• Access to innovative programming
• Enhanced service coordination through collaborations
• Opportunity for more people to participate in the charitable sector
Benefits to Charities
• Enhanced capacity to fulfill charitable mandate
• New opportunity to practice community leadership
• New opportunity to provide mentorship, to share expertise and services
• Increased capacity to serve marginalized clients or to use emerging practices
• Additional learning and best practices through collaboration
• New opportunity to facilitate social innovation in the charitable sector
• Additional relationships and networks through the non-charity’s networks
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Benefits to Non-Charities
• Access to charitable funding
• Access to administrative support (i.e., accounting, human resources, office services)
• Access to mentorship and expertise
• Exemption from income tax by falling under the tax exemption status of a charity
• Access to donations in support of the project if the charity is willing to provide tax
receipts
• Ability to focus on work because some administrative tasks are done by the charity
• Opportunity to build credibility as an emergent group
• Additional relationships through the charity’s network

Benefits to Funders
• Opportunity to fund a wider range of initiatives focused on community benefit
• Opportunity to support new and innovative organizations or collaborations, or smaller
community-based agencies
• High quality proposals, projects and evaluations
• Documented evidence of the parameters of charity and non-charity partnerships
through increased development of partnership agreements
Benefits to the Charitable Sector
• Support for an emergent group with innovative approaches and/or authentic
connections to underserved communities
• Support for a collaboration that achieves what individual organizations cannot
accomplish on their own
• Accelerated opportunities for innovation to solve unmet societal needs
• Minimization of unnecessary duplication of services
• More programs, perhaps at reduced administrative cost due to collaboration
• The ability to quickly respond to an immediate need through targeted projects without
necessitating the development of a charity
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CHAPTER 2

Choosing to Partner: Charities
Engaging in charity and non-charity partnerships requires the commitment of leadership, the participation
of stakeholders and a significant investment of time and oversight. Charities and non-charities need to
work collaboratively to accomplish cooperative goals within this practice. Understanding the legal
responsibilities and workload commitments of the partnership will help charities decide if this is the
right practice for their organization.

Considerations for Charities
A charitable organization is accountable for ensuring that all funds received are used for charitable activities
that are aligned with its charitable purpose. Failure to ensure this may result in sanctions or loss of charitable
status. CRA requires that charities have direction and control over the activities of non-charity partners that
utilize charitable funding. Charities may be required to attend extra board meetings, provide additional staff
supervision, manage a number of bank accounts, and submit more financial and program reports.
Although partnering with non-charities carries certain risks, thoughtful provisions can minimize risk. Before
partnering with non-charities, charities will want to establish that they have the appropriate policies in place as
well as the capacity to provide the necessary supports.

The table below outlines key questions to consider before entering into a charity and non-charity
partnership. “Yes” answers indicate areas of strength; “no” answers indicate an area where
measures should be instituted before the charity enters into a partnership with a non-charity.
Are you considering partnering with a non-charity?
1

Will partnering with a non-charity enhance your ability to achieve your charitable mandate?

2

Does your organization have policy and procedures in place regarding
partnering with non-charities?

3

Do you have the capacity to provide administrative support and oversight to the
project of the group, to the level this particular partnership would require?

4

Do you have the capacity to provide mentorship to the group, to the level this
particular partnership would require?

5

Do you have the time required to invest in and maintain an effective and
trusting relationship with the non-charity?

6

Would accessing funding for the partnership negatively affect any of your
current funding contracts?

Yes/No

A Word on Policy
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It is very important for a charity to have a policy in place that outlines how the charity will engage in partnerships
with non-charities. Policies guide the charity’s internal practices and determine the types of projects in which the
charity will partner, as well as the roles and responsibilities the charity is willing to assume. See Appendix B for an
example policy. Once a charity has a policy in place, it should develop companion procedures.

Key Components of a Charity and Non-Charity Partnership Policy
•

A statement describing how partnering with non-charities aligns with the charity’s objectives

•

An outline of the criteria and processes for approval of a non-charity partner

•

An outline of the nature of the relationship and internal roles and responsibilities

Choosing a Non-Charity Partner
Alignment, capacity, and the potential for a positive working relationship are the main factors for success.
Charities should take time at the onset to carefully consider if the partnership is a good match and if there is
sufficient capacity and resources on both sides to support the relationship.

In the table below, a positive answer to the first three questions is essential. If the answer to any
of these first three questions is no, the charity likely should not proceed with the partnership.
”No” to any of the other questions indicates a need for further conversation with the non-charity
to resolve these matters.
Selecting a Non-Charity Partner
1

Are the activities of the non-charity considered “charitable” under
current CRA guidelines?

2

Do the activities of the non-charity align with the mandate that you
have registered with CRA?

3

Will the activities of the group help you to achieve your charitable mandate?

4

Does the non-charity have the capacity, resources and ability to deliver the services
and provide regular financial and activity reports for the proposed project?

5

Does the non-charity have funding to support its work?

6

Is the non-charity willing to work transparently with your organization and
openly share information with you?

7

Does the non-charity have a positive reputation for their work in the community?

8

Is the non-charity incorporated?
If not please note that the charity may have to be:
•

Willing to sign for leases

•

Willing to provide insurance coverage

9

Does the non-charity have a strong governance structure in place?

10

Is your board aware of and in support of this partnership?

11

Does the non-charity engage in political activities considered advocacy work? If so,
can your charity support that work within the political activity guidelines of CRA?

12

Has the non-charity provided you with a written proposal outlining the supports that
they require? (Could include financial, human resources, space, insurance supports)

Yes/No
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Responding to Requests to Partner
There may be instances when a funder asks a charity to partner with a non-charity. When this happens,
charities may feel obliged to comply with the funder’s request even if they have no prior knowledge or
relationship with the group. It is important for the charity to remember that it will be the one to assume
sole legal responsibility for the project, not the funder. Charities should use the same process in deciding to
partner with a funder-recommended non-charity as they would for a non-charity of their own choosing. The
non-charity and the proposed project need to be a good fit for the charity and the fulfillment of its mandate.
The same caution applies for those requests for partnership that come from the community. Grassroots
groups may ask a charity to enter into a partnership with them. These groups may approach a charity they
already work with and know, or ask a charity that is new to them. Either way, the checklist above can help
the charity determine if the relationship holds promise.

!

It is important for the charity to remember
that it will be the one to assume sole legal
responsibility for the project, not the funder.

Choosing to Partner: Non-charities
Non-charities looking for a charitable partner should determine if partnering with a charity is the right
choice for their project. Partnering with charities offers advantages and disadvantages and should be
entered into with due consideration and care.

Non-charities and charities need to work collaboratively to accomplish cooperative goals within
this practice. Understanding the legal responsibilities and workload commitments of partnership
will help non-charities decide if this is the right practice for them.
Partnering with a charity may make a non-charity’s project eligible for charitable dollars. However, the
project will also become subject to the constraints charitable dollars confer, such as rules about how much
and what kinds of advocacy the dollars can support. It is also important to recognize that the charity may
not assist with the search for funding for the project. While some charities may provide mentorship, it is
unlikely a charity would take on a project that is not ready to be implemented and does not either have
sufficient resources in hand or a likely source of funding.
When a non-charity partners with a charity, the project for which the charity provides resources becomes
the work of the charity. This means that the charity must maintain direction and control over the project to
ensure that the activities are in alignment with its charitable mandate. The non-charity and the charity can
negotiate how much programmatic autonomy the non-charity can exercise but the ultimate responsibility –
and risk – rests with the charity. The non-charity and the charity can also negotiate how much administrative
support and mentoring the non-charity will receive from the charity, and how these costs will be covered.
Charities do not have to agree to requests to partner with non-charities or even to consider the request.
Some charities are not willing to partner with non-charities and some have not considered it before and
may want to take time to research the practice and establish new policies first. The table on page 11
Selecting a Non-Charity Partner outlines key considerations from the perspective of the charity. These
requirements might seem unnecessarily harsh, but because of the requirements for registered charities
under the Income Tax Act, charities must follow them.
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Choosing a Charity Partner
Alignment, capacity, and the potential for a positive working relationship are the main factors for success.
Non-charities should take time at the onset to carefully consider if the partnership is a good match and if
there is sufficient capacity and resources on both sides to support the relationship.

In the table below, a positive response to the first three questions is essential. If the answer to any
of the first three questions is no, the non-charity likely should not proceed with the partnership.
”No” to any of the other questions indicates a need for further conversation with the charity to
resolve these matters.
Choosing a charity for your project
1

Are your activities a good fit with the charity’s mission?

2

Are the administration costs reasonable for the support the charity is
providing?

3

Does the charity have the internal resources and administrative
capacity to support the project?

4

Does the charity offer the level of support the project needs in:

5

•

Governance

•

Programmatic oversight

•

Financial oversight

Yes/No

Does the charity offer the level of support the project needs in:
•

Training

•

Human resources

•

Administrative services

•

Fund development support

•

Office space

•

Access to education

•

Networking opportunities

6

Does the charity have a good reputation for their work in the community?

7

Is the charity recognized for its ability to work well with others?

8

Does the charity have written policies and procedures for administration and
risk management?
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Models of Practice
Charity and non-charity partnerships may be practiced in a number of ways. These models of practice
are not etched in stone and this guide presents just some of the more typical structures. As long as
CRA guidelines are followed, a partnership as described here may be unique and customized to the
project needs.
The examples that follow illustrate the different types of partnerships that can be developed. A defining
factor of the partnership is the type of non-charity with which the charity chooses to partner. A charitable
organization may partner with:
1) an organization with legal but not charitable status; or
2) an individual or group of citizens not legally incorporated.

Examples of individuals or informal groups
of citizens that might come together to work
with a charity include:
(In the chart, called Individual or Group of Citizens)
• People concerned about a particular issue
• Youth groups
• Older Adults
• Parent groups

Examples of organizations with legal but
not charitable status:
(In the chart, called Incorporated Non-Charity)
• Independent for-profit or not-forprofit company or corporation
• Registered society without
charitable status
• Part-nine corporation
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The table below provides three models of charity and non-charity partnerships.
Partnering
Organizations
Charity

What does this
model of practice
look like?
A charity works in
partnership with a
non-charity that is an
incorporated legal entity.

A local seniors charity partners
with the community association
that is registered as a not-forprofit to run an intergenerational
collective kitchen. The community
association runs the program,
maintains financial records,
employs and supervises staff and
accepts liability for the project.
The charity actively participates in
planning and decision-making and
receives regular updates from the
community association.

A charity works with
individuals or a group of
citizens that do not have a
legal entity.

An employment program for
immigrant women is run by a
group of local immigrant women.
The local women become
volunteers of the charity. They
provide services to clients while the
charity maintains financial records,
employs and supervises staff and
accepts liability for the project.

Charity acts as a platform
by partnering with a
number of non-charities
that share its charitable
mandate

A charity whose mandate is youth
leadership partners with multiple
youth groups to provide activities
and programs to engage youth.
The charity actively participates
in planning and decision-making
and receives regular updates
from each youth group. The youth
groups receive access to space,
mentorship and assistance.

Incorporated Non-Charity

Charity

Examples

Individual or Group of
Citizens
Charity

More than 1 Non-charity
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A Charity Partners
with an Incorporated
Non-Charity

Charitable
Organization

Incorporated
Non-Charity

In a partnership where the non-charity is a legally incorporated organization, the relationship may be one
of agent, contractor or joint venture as outlined by CRA. In an agent relationship the non-charity carries
out activities on behalf of the charity and the charity is involved in determining how the activities will be
completed. In a contractor relationship, the non-charity is hired by the charity and therefore the charity
is not involved in determining how the activity is carried out, only in ensuring that it is. In a joint venture,
decisions are made collaboratively and resources are pooled.
The key features of partnerships between charities and legally incorporated non-charities are:
•

The activities of the non-charitable organization are closely aligned with the charity’s mandate

•

The non-charity may retain and use its administrative, financial and risk management systems

•

As a legal entity, the non-charity may sign leases, provide insurance, human resources and
employee benefits to its own employees thereby reducing the risk for the charity

•

The charity may provide resources and administration support to the non-charity as needed

•

The non-charity may receive mentorship to become its own charitable organization in the future

•

The charity retains responsibility and ownership of the parts of the project funded with charitable funds

•

Members of the charity may sit on the non-charity’s governance structure to provide oversight to the
parts of the project funded with charitable dollars

•

Written legal agreements which outline the roles and responsibilities of each organization are
developed and followed

Example of a partnership between a charity and a legally
incorporated non-charity
A charity provides supports to vulnerable youth through access to sports camps, music lessons and
other positive recreation activities. It would like to expand its program to include summer day camps.
It approaches a not-for-profit theatre company that has experience supporting vulnerable youth and
both parties enter into a charity and non-charity partnership. The charitable organization applies for
funding for the day camps and provides space for the summer programming in its own building.
It retains direction and control of the project through monthly reports from the non-charity and
participation on the governing board. The non-charity continues to manage its own staff, provides
insurance for the program and works in partnership with the charity to make important decisions.
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A Charity Partners With An
Individual or Group of Citizens
Charity and non-charity partnerships also allow charitable
organizations to support work at the grassroots level
with individuals and groups of citizens. In this type of
partnership, the individual or group of citizens become
volunteers, staff or a project of the charity. In terms of
the CRA, these partnerships are most commonly an agent
relationship in which the non-charity carries out activities
on behalf of the charity.
The key elements of charity and non-charity
partnerships with a group of citizens are:
•

Projects are typically small and have short time frames

•

The charity retains all direction and control of the project

•

The charity accepts full liability for the project

•

The group of citizens become employees, contracted staff or volunteers of the charity

•

An agreement is signed with the individual or group of citizens outlining the terms of the project and contract

Example of a partnership between a charity and one person
A mother would like to start a summer playgroup for single mothers and their children in her
neighbourhood. A local charitable organization whose mandate is to promote belonging and social
capital within communities agrees to partner with her. The charity supports the citizen to access
funding, a space for the playgroup, toys and food. The citizen works for the charity as volunteer and the
charity oversees all aspects of the program until its completion.

Example of a partnership between a charity and a group of people
An ethno-cultural group, which is not legally incorporated, wants to support refugee women to find
employment. By providing the services itself, the ethno-cultural group hopes to address unique cultural
barriers the women may experience in the job market. An immigrant-serving organization agrees to
partner with the ethno-cultural group because the project serves its mandate to support vulnerable
newcomers. The ethno-cultural group provides the services to the women and the immigrant-serving
organization maintains the financial records, employs and supervises staff, and accepts liability for the
project. The charity also agrees to provide long-term mentorship to the ethno-cultural group, with the
goal that the group will eventually become a registered charity. The two organizations sign a written
agreement that outlines the activities of the project, regular reporting requirements, timelines and
performance benchmarks.
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A Charity Partners
With More Than
One Non-Charity

Charitable
Organization

NonCharity

NonCharity

NonCharity

A charity may choose to partner with multiple non-charities in order to achieve its charitable mandate.
The non-charities may be organizations or individuals and groups. The basic structure of the relationship
will remain as outlined in the previous models however the charity will be required to establish systems to
support multiple partnerships.
The key features of partnerships with multiple parties are:
•

The mandates of all partners are closely aligned (i.e., all mandates are focused on supporting
vulnerable youth)

•

Partners may operate independently outside of the project

•

All non-charities receive similar supports from the charity

•

All partners are involved in delivering some aspect of the charitable activities

•

Partners share reporting and evaluation responsibilities

•

The charity retains direction and control over the aspects of the project funded with charitable funds

•

Written legal agreements which outline the roles and responsibilities of each organization are in place

Example of a partnership between a charity and more than one
non-charity
A community development charity is interested in early childhood development and believes that
strong communities are an important part of healthy development. The charity partners with multiple
community associations to develop child and family friendly programming that is provided at a local
level. The charity uses the same partnership model with each community association, depending upon
whether or not they are incorporated.
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Levels of Charity Support
Charities may offer a number of administrative supports through partnership with the intent to enhance
the capacity and effectiveness of projects. Each partnership needs its own level of support and the partners
should negotiate accordingly. The following table outlines the range of supports possible in charity and noncharity partnerships.

Category

Supports

Financial services

•
•
•
•
•
•
•
•

Payroll
Financial reporting and statements
Audits
Banking and funds management
Payables/receivables
Tax receipting
Grant administration
Insurance

Human resources

•
•
•
•
•
•
•

Human resources policy
Hiring and training of staff
Staff supervision and coaching
Benefits and pension plans
Personnel records and documentation
Workers compensation and unemployment insurance
Grievance handling and mediation

Management

•
•
•
•

Oversight of grant agreements and reporting
Governance and advisory board oversight
Policies and procedures
Risk management

Information
systems

•
•
•
•
•

IT support
Email
Phones
Website
Databases

Capacity building

•
•
•
•
•
•
•
•

Office space and supplies
Mentorship
Licensing
Research
Fund investment
Access to legal counsel
Networking opportunities
Support for fundraising
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Establishing the Partnership
Establishing a charity and non-charity partnership should be done with care, patience and attention to
detail. There are many aspects of the practice that have legal implications, such as policies and contracts,
employment of staff, governance and financial oversight, accountability, advocacy and administrative
support costs. Other aspects are about relationship. Experience shows that relationships built on trust,
transparency and communication can overcome most challenges that may arise. The relationship is key but
must be established in keeping with the legal obligations of the charity.
Taking the time to determine that the partnership is a good fit and outlining the roles and responsibilities
of each partner at the beginning will help create a successful experience for everyone. It will also help to
ensure the partnership adheres to CRA guidelines.
The steps to establishing a charity and non-charity partnership should include:
1. Review the charity’s partnership policy together (See page 10, 11 and Appendix A)
2. Assess to ensure the proposed activities align with the charitable mandate and identify potential
challenges
3. Obtain board approval
4. Establish a partnership agreement that outlines roles and responsibilities (See page 21 and
Appendix B)
5. Seek independent legal guidance before signing the partnership agreement
6. Establish the operational structure (See page 22)
7. Determine monitoring and reporting procedures (See page 22, 23)

Establishing a charity and
non-charity partnership
should be done with care,
patience and attention to
detail.
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Establish A Partnership Agreement
Checklist for some key elements of charity and non-charity
partnership agreements
ψψ Names and addresses of all parties
ψψ Duration of the agreement, specifying start and end dates of contract or project, including
deadlines for completing components of the activities
ψψ Detailed description of activities to be carried out by the non-charity, including the location and
the manner in which the activities are to be carried out
ψψ Purpose of activities and how they align with the charity’s mandate
ψψ Description of who will benefit from the activities
ψψ Project budget, including payment schedules for the non-charity
ψψ Description of outcomes and performance measures of the activities
ψψ Details of how the charity will monitor the activities, including discontinuation of the activities in
the case of poor performance or mismanagement of funds
ψψ Statement establishing that the charity has decision-making authority over activities using
charitable funds
ψψ Statement that identifies the limits of the non-charity’s authority
ψψ Provision for maintaining adequate records at the charity’s address on file with CRA
ψψ Outline of operational processes including: financial, governance, administration, advocacy,
and decision making
ψψ The signature of all parties, along with the date
See Sample Agreement: Appendix B
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Establish The Operational Structure
Establishing an effective operational structure at the outset can set your partnership up for success and
help you to avoid potential pitfalls.

The following list represents the most critical factors that should
be attended to when creating your operational structure:
• Governance
• Direction and control
• Financial oversight
• Employment of staff
• Administrative support costs
• Advocacy
• Recognition

Governance
In a charity and non-charity partnership, the charity’s board is accountable for the activities of the noncharity that are related to the partnership. The charity will want to establish enough oversight to ensure that
the activities are being carried out and the funds are being used in the manner that they were intended.
This oversight is also a condition of CRA guidelines. Participating in some thoughtful way in the non-charity’s
governance structure is an effective way to maintain oversight of the project. It also enhances collaboration
between the groups and allows the charity to provide valuable mentorship to the non-charity.
Non-charities need to have some form of governance structure in place. If the non-charity is incorporated,
its governance structure is determined by the regulations specific to its form of incorporation. Incorporated
organizations typically have a board of directors, which they retain even if they have partnered with a
charity. In the case of unincorporated organizations and grassroots groups, some of the options for
governance structure are advisory councils, steering committees, and executive councils.
Although charities often participate in the governance bodies of their non-charity partners, non-charities
do not participate in the charity’s governance body. Staff may be placed on the non-charity’s governing
committee in a role such as treasurer and provide support for audits, expense and budget reports.
Participating in the non-charity’s governance body also contributes to strong personal relationships between
the partners. An additional option for oversight would be to have a staff member from the charity directly
assigned to supervising the non-charity. Deciding on the best way to establish oversight is often based on
the capacity of both the charity and the non-charity. For smaller grassroots groups, the charity may be more
involved and provide a higher level of mentorship.

Direction and Control
The charity needs to demonstrate that the non-charity is using the funds as intended for charitable activities
that are aligned with the charitable mandate of the charity. The way that a charity accomplishes this is
through practical direction and control of the activities. The charity must have decision-making authority
over the activities, as if it were providing the activities itself. To do this the charity and the non-charity work
together to identify a detailed description of the activities and how they will be monitored.
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Maintaining direction and control does not mean that the charity has to oversee every decision of the
project. Non-charities have expertise and knowledge crucial to the success of the project and should be
given authority to make some of the important operational day-to-day decisions. Determining these areas
of decision-making at the beginning will help to build a trusting and collaborative relationship for the
partnership. The non-charity then reports regularly to the charity on any decisions made so the charity can
continue to meet CRA regulations.

A charity needs to demonstrate two key aspects of the charity and non-charity partnership through
documentation: 1) that the funds were used for the intended charitable activities, and 2) that an
active relationship exists between the two organizations. Both of these features are important
to show that the charity is not merely a “conduit” and transferring funds without oversight and
involvement in the project.
Non-charities should provide the charity with documentary evidence such as:
•

Copies of written agreements

•

Progress reports

•

Deeds

•

Financial statements

•

Invoices and original receipts

•

Photos

•

Minutes of meetings

•

Telephone and email communications

•

Any other material that reflects the charity’s ongoing participation and how the charity’s funds are
being used

In a charity and non-charity
partnership, there are two types
of related accountability: fiscal
and legal liability. Charities need
to know and understand both.

Fiscal responsibility refers to the responsibility for charitable funds used by the non-charity for the
activities of the project. The charity is ultimately accountable for ensuring the funds were used as
intended. Legal liability refers to legal and insurance related consequences for the activities of the
non-charity. Leases, insurance, legal liability, and compliance with CRA regulations are examples of legal
responsibilities. And there is a legal responsibility for ensuring fiscal responsibility. That is why the two types
of accountability are related.
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Monitoring and reporting help a charity to make sure that the funds are being used for its charitable
activities. In a charity and non-charity partnership the following may be used by the charity as forms of
management oversight:
•

Involvement in the governance process of the non-charity

•

Supervision of project employees

•

Written directions

•

Review of governance/management minutes from the non-charitable group that outline key
decisions

•

On-site inspections

Financial Oversight
Transparency between partners is essential so that both parties have a shared understanding of the
financial processes required. The charity is accountable for the funds, outcomes, and reporting of the
project. It must have a strong financial infrastructure in place to support the practice of charity and noncharity partnership.
This means:
•

Funds must be in a bank account

•

Funds must be receipted

•

There must be a record in the event of an audit by CRA

•

Funds must be accounted for in the charity’s financial statements

•

The charity is responsible for recognizing the donors as it would its own.

•

If the charity is issuing tax receipts for donations, that funding must show up as the charity’s
revenue, as opposed to funds held in trust

Clear accounting processes need to be set up so that the non-charity’s funds can be easily tracked. These
processes may be different for different sources of funds depending on the requirements of funders. For
example, different bank accounts and separate audits may be required for government grants, donated
funds, and other funders such as public foundations. It is critical to have a robust accounting system and a
good accountant to keep all of these financial activities clear.
The following are recommended financial management processes:
•

For projects in which funds are being advanced by the charity to the non-charity, the non-charity
should establish a separate bank account.

•

Payments to the non-charity must be made in installments and should be based on regular
reporting by the non-charity.

•

Separate records should be maintained for the partnership.

•

All funding applications and reports should be reviewed by the charity.

•

There must be a process to verify that funds have been spent on the intended charitable activities
(e.g. original receipts submitted).

The charity is accountable for the funds, outcomes,
and reporting of the project. It must have a strong
financial infrastructure in place to support the
practice of charity and non-charity partnership.

24

$

Employment of Staff
Members of the non-charity can either be employees or contractors of the charity. Increased direction and
control is required if the charity employs the members of the non-charity. The advantages of employment
for the non-charity may include benefits, staff training, and human resources support for hiring and
supervision of staff. Although employment means extra work for charities in terms of supervision and the
provision of benefits, it also provides charities with greater oversight through direction and control.
If the partnership requires staff, the staff may be employed by the charity or the non-charity. This depends
on the capacity of the partners. If the non-charity has the capacity to hire staff and provide necessary
supports, then they may hire and supervise staff. If they do not have the capacity then the staff may be
employed by the charity. In terms of accountability, the charity is accountable for the outcomes of the
project and is only directly accountable for staff supervision when needed.

Depending on the employment model chosen, the level of support and oversight will vary:
If the charity employs staff of the non-charity
•

Charity provides pay cheque, liability insurance, benefits and supervision

If the non-charity employs its own staff
•

Charity contracts with the non-charity to provide a service

•

Non-charity provides pay cheque, liability insurance, benefits and supervision

•

Charity provides strategic direction but not day-to-day management

•

If consultants are used, the CRA rules around T4A are followed (i.e. requirement for SIN as T4A will
be issued to fees over $500)

Administrative Support Costs
In a charity and non-charity partnership, it is common for the charity to retain funds for the administrative
supports it provides. These funds can be used to cover costs such as: accounting, financial, IT support,
human resources, telephone and email, office space, insurance and legal expenses for drafting contracts
and agreements. The costs vary depending on the size of the project and the supports being offered.

It is especially important to use the correct terminology when discussing administration expenses
for charity and non-charity partnerships. The term “fee” should not be used as it implies that
the non-charity is paying the charity, which is inaccurate because the charitable funds belong
to the charity. According to CRA guidelines, the correct terms to use are administration costs or
administration expenses.
Charities should consider what types of services they will provide to help them determine the
rates for their administration costs. Services to consider include:
•

Administration services (accounting and finance)

•

Human resources

•

Office space and supplies

•

Operational costs and resources

•

Staffing support

•

Technology

•

Mentorship support

•

Legal counsel

25

There are no CRA regulations regarding what is acceptable in terms of the cost of supports. There are a
number of ways for charities to determine their rates. The amount should be enough to cover the charity’s
expenses but also be fair and reasonable for the non-charity.
Some of the approaches used by charities to determine administrative costs include:
•

Establish a flat rate (this would be captured in the charity’s policy)

•

Use the amount allowed for by the funder

•

Set the administrative costs as a percentage of the total grant the non-charity is to receive

It is important to ensure that the administrative costs are aligned with the fair market value of the cost of
the supports being provided by the charity to the program. The charity should not be benefitting from the
partnership through an administrative cost that is higher than the fair market value of the services provided.
Similarly, the administrative cost should not be less than the cost of services provided resulting in the
charity incurring a loss from the partnership.
Rates can vary, from 2% to 20%, and anywhere in between. A transparent way to set the amount might be
to consider the size of the project, the capacity of the non-charity, and the amount of administrative support
services the charity will provide. Transparency about administrative costs is important in building trust
between partners and also essential to ensuring that the costs incurred by both parties are reasonably met.
It is a good idea to include reasonable costing in funding proposals and be prepared to justify the costs to
funders.

Advocacy
Political activities are often used to advocate for systems or policy change. Political activities are monitored
by the CRA so it is important to pay attention to this when a charity decides to partner with a non-charity.
Charities are limited in the types of activities and the amount of advocacy activities in which they can
engage. By CRA standards, a charity’s involvement in political activities cannot exceed 10% of total
resources. When considering whether or not to partner with a non-charity it should consider whether
the arrangement will involve political activities. The charity will want to ensure that the combined total of
the charity’s political activities carried out by the non-charity does not total more than 10%. The success of
managing and monitoring advocacy work is largely influenced by the relationship between the charity and
the non-charity.
Effective strategies to monitor advocacy activities are:
•

Regularly review the activities of the non-charity (meeting minutes)

•

Disburse the funds in installments to ensure compliance

•

Ensure that regular reports from non-charities include a category for political activities

Information on Advocacy Activities
For more information about the types of advocacy activities that charities can engage in,
please go to the following link:
Political Activities: CRA Policy Statement CPS-022
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cps/cps-022-eng.html
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Recognition
Recognition is an important aspect of charity and non-charity partnerships. Non-charities, charities and
donors all need to be acknowledged for their contributions to the partnership. How charitable activities
are recognized also has implications under CRA guidelines. According to CRA regulations, the work must
be recognized as the work of the charitable organization. However, the non-charity may be recognized as a
partner or implementer.
Some helpful tips for providing recognition to all stakeholders while adhering to CRA
guidelines include:
•

Recognition must be aligned with the nature of the partnership with a process for recognition
captured within the charity and non-charity partnership agreement.

•

It is best to discuss recognition early and develop key communication messages at the beginning of
the relationship.

•

Key messages need to be developed for staff, the public, funders, and donors.

•

Donors must be aware that even though they are supporting a project of the non-charity, their
donation is being made to and receipted by the charity.

•

The charity provides the letter that accompanies the charitable tax receipts, but both parties may
sign the letter for donors.

Recognition is an important
aspect of charity and noncharity partnerships.
Non-charities, charities
and donors all need to
be acknowledged for
their contributions to the
partnership.
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CHAPTER 3

Tips for Funders
Charity and non-charity partnerships enable funders to expand the impact of their funding within
communities. Through such partnerships, funders can support new and innovative organizations as well
as smaller agencies. The legal aspects of the practice also ensure a high level of accountability to funders.
There are a number of ways that funders can support and enhance the use of charity and non-charity
partnerships within the sector. These include:
•

Develop internal policies and procedures for charity and non-charity partnerships

•

When you receive applications from non-charities identifying a charity partner, confirm with the
charity that it is in support of and aware of this partnership

•

Understand the legal implications of charity and non-charity partnerships to educate and engage
charities in the practice accordingly

•

Assist charities to develop charity and non-charity partnership relationships that are compliant with
CRA Income Tax Act

•

Adjust funding restrictions to allow multiple applications from a single organization. This allows a
charity to partner with a non-charity and also apply for funding for aspects of its work.

FAQs: Frequently Asked Questions
Q: Does the charity really have
complete direction and control of
my project?
A: Yes. In a charity and non-charity partnership, the noncharity’s project - to the extent the charity provides funding
- is considered an extension of the charity’s own activities and
technically becomes a legal entity of the charity. The charity
is accountable and must maintain direction and control of
the project to demonstrate to CRA that the funds are being
used for the charitable purposes they were intended. Noncharities may retain day-to-day operational decision making
for the project. Establishing roles and responsibilities at the
beginning will help to create clarity for each partner in the
relationship.

Q: How much should a charity charge for
administrative support costs?
A: There are no CRA regulations regarding rates. There are a number of ways for charities to determine
their rates but it should be noted that the amount should be enough to cover the charity’s expenses but
also be an amount that is fair and reasonable for the non-charity. Typically, rates can vary between 2% and
20%. The rate should align with the fair market value of the supports that are being provided.
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Q: What are the risks of losing my charitable status by
partnering with a non-charity?
A: Activities that may jeopardize a charity’s status include:
•

Failure to complete a charitable tax return - Form T3010

•

Engaging in a relationship where the charity does not have direction and control e.g. a flow-through
relationship

•

Being unable to demonstrate direction and control of the non-charity’s activities through
documentation

•

Transferring funds to the non-charity as “grants” without “direction and control” conditions

•

Marketing the non-charity’s project as belonging solely to the non-charity

•

Using the term “fiscal agent” to refer to the charity as this will raise the idea that the charity is not
exercising the proper direction and control

•

Not having a written agreement between the charity and non-charity

•

Engaging in combined advocacy activities that are over 10% of the charity’s activities

•

Referring to the practice of charity and non-charity partnership as “lending” your charitable number

•

Advancing funds to the non-charity in one lump sum

Q: Who owns the capital and property of the project?
A: The charity retains ownership of all capital and property related to the project. This includes items such
as computers as well as the “brand” of a project.
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Appendices

Appendix A

CHARITY AND NON-CHARITY PARTNERSHIP POLICY
Board Policy on Charity and Non Charity Partnerships
Purpose: To ensure that any partnerships entered into in which one partner is a non-charity are compliant
with CRA guidelines and effective tools for achievement of our charitable mandate.
Policy/Guideline
Before a charity non-charity partnership can be considered the following criteria must be met:
•

The work of the non-charity is considered charitable

•

The work of the non-charity aligns with our charitable mandate

•

The activities of the non-charity fall under our approved charitable activities

When entering into partnership agreements with non-charities, we must establish trust and familiarity with
the partnering organization. Their leadership will meet with the management team to determine what the
terms of the partnership are and will report jointly to the board for approval.
All charity non-charity partnership must be approved at the board level. Board approval will be
dependent upon:
•

clear outline of the activities of the non-charity

•

agreement of services and supports provided by each partner

•

agreed upon administrative costs aligned with the services provided

•

an outline of the staffing/reporting structure

•

an assessment of liability and insurance coverages in place

•

a comprehensive risk/benefits analysis

•

a written agreement outlining the terms of the partnership

Partnerships will not be considered where there is:
•

a conflict of interest

•

a risk to the reputation of our organization

•

political activities outside of those accepted by CRA

Once approved the non charity will be required to report to the board on a quarterly basis. This report will
include a financial report as well as a report on activities completed and outcomes achieved.
Funds will be dispersed to the non-charity on a quarterly basis. Reciepts for funds spent will be required
prior to the release of funds
All materials produced must acknowledge our organization as a partner either in text or through a logo.
Partnerships will be terminated if the following occur:
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•

a lack of financial accountability by the organization

•

a lack of reporting and regular communication

•

the use of funds for activities that are illegal or not considered charitable

CHARITY AND NON-CHARITY PARTNERSHIP
AGREEMENT

Appendix B

31

32

33

34

35

36

37

38

39

40

References & Recommended Reading
Blumberg, Mark. (2008). Structured arrangement versus conduit for Canadian charities and foreign activities.
Accessed from: http://www.globalphilanthropy.ca/index.php/articles/structured_arrangement_
versus_conduit_for_canadian_charities_and_foreign_ac/
Canada Revenue Agency. (2003). Policy statement: Political activities. Ref # CPS-022. Accessed from: http://
www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cps/cps-022-eng.html#N10379
Canada Revenue Agency. (2011). Using an intermediary to carry out a charity’s activities within Canada. Ref
# CG-004. Accessed from: http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/ntrmdry-eng.html#_
Toc277677032
Charities Directorate. (2008). Registered charities newsletter, Winter 2008. Canada Revenue Agency.
Accessed from: http://www.cra-arc.gc.ca/E/pub/tg/charitiesnews-31/README.html
Colvin, Gregory. (1993). Fiscal sponsorship: Six ways to do it right--A Synopsis. Accessed from: http://
studycenter.org/test/scp_fs.html
Fritz, Joanne. (nd). How fiscal sponsorship works: A Sturdy Start for Your Nonprofit Idea. Accessed from: http://
nonprofit.about.com/od/gettingstarted/a/Should-You-Seek-A-Fiscal-Sponsor-Rather-Than-Start-ANonprofit.htm
Green, Rick, Jacyln Kvaternik, & India Alarcon. (2006). Fiscal sponsorship field scan: Understanding current
needs and practices. The Tides Foundation. Accessed from: http://www.tides.org/news-resources/
publications/
Hunter, W. Laird. (2010). I’m a fiscal agent: Can I borrow your charity number? Accessed from: www.
charitycentral.ca/docs/articleseries-borrow.pdf
National Network of Fiscal Sponsors. (nd). Guidelines for Fiscal Sponsors: Discussion document. Accessed
from: http://www.tides.org/community/networks-partners/nnfs/
National Network of Fiscal Sponsors. (nd.a). Guidelines for comprehensive fiscal sponsorship: Discussion
document. Accessed from: http://www.tides.org/news-resources/publications/#fiscal-sponsorship
National Network of Fiscal Sponsors. (nd.b). Guidelines for pre-approved grant relationship fiscal sponsorship:
Discussion document. Accessed from: http://www.tides.org/news-resources/publications/#fiscalsponsorship
Ramsundarsingh, Susan Nadia. (2010). An exploration of fiscal sponsorship policy and practice at human
services agencies. Unpublished Master’s thesis, University of Calgary.
Regional Diversity Roundtable. (nd). What’s in a name? Fiscal Sponsorship or ‘structured agreements’. What
you need to know about the fiscal responsibility of non legal entities. Accessed from: http://www.
regionaldiversityroundtable.org/?q=node/223
Spack, Jonathan. (2005). How fiscal sponsorship nurtures nonprofits. Communities and Banking, 22-24.
Sattely, Joshua. (2010). A white paper: On comprehensive charity non-charity partnership. Third Sector New
England. Accessed from: http://www.tsne.org/site/c.ghLUK3PCLoF/b.5412721/k.41B9/Nonprofit_
Publications__A_White_Paper_on_Comprehensive_Fiscal_Sponsorship_for_Nonprofits.htm
Stevens, David & Margaret Mason. (2010). Tides Canada Initiatives Society: Charitable venture organizations: A
new infrastructure model for Canadian registered charities.

41

