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So How Much Goes to the Kids? 

W. Laird Hunter, Q.C.

As I have observed in the past, charities make an immense contribution in Canada. And 

Canadians volunteer to make that happen. According to the 2000 National Survey of  Giving, 

Volunteering and Participating, just over 6.5 million Canadians volunteered their time and 

skills to groups and organizations between October 1, 1999 and September 30, 2000. 

A Black Cloud 

But all is not as it should be. The polar opposite of  generosity is greed. And those darker 

impulses lurk about the world of  Canadian charities. An apparently small number of  the 

approximately 80,000 registered charities in Canada raise funds through inappropriate 

methods. Another few have no intention of  using the funds raised for actual charitable work. 

There is no evidence that the problem is widespread, but when it does occur, the pall cast on 

all charities is serious and damaging. From time to time a shocking revelation finds its way to 

the newspaper’s pages. When that happens we all suffer: the vast majority of  charities have 

their reputations blackened; the donors and supporters who do want to trust charities feel 

betrayed. Perhaps most important, the recipients of  charitable activity — children, patients 

in hospitals, local orchestras, all of  us who benefit from collec tive generosity  — find it that 

much harder to raise our needed funds the next time. 

Reprinted with permission from the Legal Resource Centre of Alberta
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Known by a variety of  names – deceptive, predatory, injurious, malicious, or fraudulent 

fundraising – it involves the failure to allocate anything but a few dollars to charitable work. 

Stories circulate about high-pressure tactics used against vulnerable citizens, particularly the 

elderly, techniques that frequently involve intimidating solicitation techniques, and sound-

alike names. The Charities Directorate of  the Canada Revenue Agency recently expressed 

its concern by issuing a policy statement for charities that use professional fundraisers. Its 

statement reads as follows: “The use of  professional fundraisers and the costs associated 

with fundraising are an intrinsic part of  raising funds; however, these costs must remain 

reason able and must be clearly made for the benefit of  the charity in accomplishing 

its charitable purposes. Charities that employ professional fundraisers or fundraising 

companies to raise funds on their behalf, must beware of  fundraising contracts where a 

disproportionately large percentage of  the pro ceeds are paid to the fundraiser. This tarnishes 

a charity’s reputation in the   public sphere and places it in a position where it is unable to 

meet its obliga tions at law.”  

Approximately 78 percent of  Canadians aged 15 or 

older made direct financial contributions to charitable 

and non-profit organizations between October 1, 

1999 and September 30, 2000. The estimated total 

contributions for that period were more than $5 

billion. The largest proportion, approximately $4.9 

billion, was given by Canadians who donated in 

response to requests from organizations or who 

gave of  their own accord. In search of  some of  that 

generosity come sound-alike organizations with 

names similar to legitimate charities, trading on the 

goodwill of  their legitimate counterparts. In addition, 

there are charities using fundraising businesses to 

request donations, with those businesses taking an 

excessive percentage of  the money collected. 

Board liability insurance, often 
referred to as Directors and Officers 
liability insurance (D&O insurance) 
was developed because the 
courts found that there are certain 
responsibilities for which Directors 
should be held
personally liable.
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What is Being Done? 

While the Income Tax Act regulates the registration 

and operation of  charities, its focus is on the charities 

themselves. The Act has little regulatory room to 

mon itor and supervise the improper fundraising 

practices of  charities and no room for non-charities. 

Recent changes to the Competition Act, a federal law, 

dealt with abusive telemarketing schemes as well as 

with false and misleading information provided in a 

fundraising context. But that is all. 

At the provincial level, Prince Edward Island, Manitoba, Saskatchewan, and Alberta have 

legislation directed at curbing this problem. Alberta requires regis tration of  charities engaged 

in solicitation (unless the charity intends to raise less than $25,000). As part of  doing so, the 

Charitable Fundraising Act requires fundraising businesses to be licensed and bonded. Those 

soliciting donations must provide certain information to persons solicited. There are record-

keeping requirements imposed and fundraising agreements are regulated. 

What Can Donors Do? 

Consider developing your own best-giving checklist to ensure that donation dollars benefit 

the people and organizations you want to help. You read con sumer’s reviews, talk to your 

friends and neighbours about the quality of  prospective purchases, and carefully shepherd 

your money to achieve value for all the important things you plan to buy. Donating to charity 

is no different. The following best-practice ideas can apply whether you’re contacted by an 

organiza tion’s employees, volunteers, or professional fundraisers, soliciting donations by 

phone, mail, or in person. 

•  Be wary of  appeals that tug at your heartstrings, especially those that cite sta tistics 

about the rising number of  victims in some astonishingly short time period 

• Ask for written information about the charity, including name, address, and tele-

phone number. A legitimate charity or fundraiser will give you information about the 

charity’s mission, how your donation will be used, and proof  that your contribu tion is 

tax-deductible. 

 • Check out the charity’s financial informa tion. Copies of  past filings of  annual 

financial reports are available at www.cra-arc.gc.ca/ebci/haip/srch/advancedsearch-eng.action 

Known by a variety of names – 
deceptive, predatory, injurious, 
malicious, or fraudulent fundraising 
– it involves the failure to allocate
anything but a few dollars to 
charitable work.
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• Ask for identification. In Alberta, search to 

see if  the charity or fundraising business is 

licenced under the Charitable Fundraising Act. 

Visit www3.gov.ab.ca/gs/information/business/  
In Edmonton and area, call (780) 427-4088. 

Outside Edmonton, call 1-877-427-4088. In 

the other provinces listed above that have 

legislation dealing with this problem, check 

with your government information service. 

• Call the charity. Find out if  the organization is aware of  the solicitation and has 

authorized the use of  its name. If  not, you may be dealing with a scam artist. 

• Check with local recipients. If  giving to local organizations is important to 

you, make sure they will benefit from your generosity. If  a charity tells you that 

your dollars will support a local organization, such as a fire department, police 

department, or hospital, call the organization to verify the claim. 

• Watch out for similar sounding names. Some phony charities use names that closely 

resemble those of  respected, legitimate organizations. If  you notice a small difference 

from the name of  the charity you intend to deal with, call the organization you know 

to check it out. 

• Be sceptical if  someone thanks you for a pledge you don’t remember making. If  you 

have any doubts about whether you’ve made a pledge or previously contributed, 

check your records. Be on the alert for invoices claiming you’ve made a pledge. Some 

unscrupulous solicitors use this approach to get your money. 

• Ask how your donation will be distributed. How much will go to the pro gram you 

want to support (as opposed to other programs of  the organization), and how much 

will cover the charity’s administrative and tele marketing costs? 

• Refuse high pressure appeals whether by mail, phone, or at the door. Legitimate 

fundraisers won’t push you to give on the spot. 

• Be wary of  charities offering to send a courier or overnight delivery service to collect 

your donation immediately. 

• Avoid cash gifts. Cash can be lost or stolen. For security and tax record pur poses, it’s 

best to pay by cheque. 

Call the charity. Find out if the 
organization is aware of the 
solicitation and has authorized the 
use of its name. If not, you may be
dealing with a scam artist.
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The overwhelming number of  charities use your donations wisely. But some spend much of  

your contribution on administrative expenses or more fundraising efforts. Some may 

misrepresent their fund-raising intentions or solicit for phoney causes. Before you open your 

chequebook, learn about the charity you’re consid ering for your donation. In addition to 

your own interest, you have an obligation to maintain the trust and reliance that we all place 

on our charitable sector. We owe it to all of  us to find out How Much Goes to the Kids..

For more information see the Canada Revenue Agency website: Charities and Giving section at  

www.cra-arc.gc.ca/chrts-gvng/chrts/menu-eng.html  or the “Donor alert” page at 

www.cra-arc.gc.ca/chrts-gvng/dnrs/lrt/menu-eng.html

W. Laird Hunter, Q.C. is a lawyer with the firm of  Richards Hunter in Edmonton, Alberta.

This article was originally published in the August/September 2004 issue of  LawNow magazine 

 (www.lawnow.org). Revised March 2010.


