Society’s 

Question:

We are a non-profit society and operate by a Board of Directors. Our meetings really only bring the people on the Board, because we are a small community. Does anyone know the percentage that is needed for an arms length and non arms length on a Board for income tax?

Mary Ann, July 31, 2006

100 Mile & District Historical Society

Responses:

1. As far as I know, there is no percentage. Your basic executive can be your voting members. You must have a basic executive: president, vice-president, secretary, etc….

Arms length has nothing to do with percentages on a Board.

Larry A. Ewashen, July 27, 2006

Curator, The Doukhobor Discovery Centre
2. Here are a couple of sections from the Charities pages of the Federal

Government website. I assume you are concerned about what percentage of your

Board are not at arm's length?

http://www.cra-arc.gc.ca/E/pub/tg/t4063/t4063eq.html
http://www.cra-arc.gc.ca/E/pub/tg/t4063/t4063eq.html
What types of charities are identified by the Income Tax Act?

There are three types of charity. The designation of a charity depends on it’s structure, its source of funding and the charity's mode of operation. The Income Tax Act requirements are different, depending on the type of charity.

*
A charitable organization (e.g., a hospital) primarily carries on it’s own charitable activities. It can be a corporation, or it can be established by a constitution or a trust document. Less than 50% of its directors/trustees are related persons and at least 50% of the funds it receives are from donors who are not related persons. 

*
A public foundation (e.g., a hospital foundation) gives more than 50% of its income annually to other qualified donees, usually other registered charities. It must be established either as a corporation or a trust. Less than 50% of its directors/trustees are related persons and at least 50% of the funds it receives are from donors who are not related persons. A public foundation may carry on some of its own charitable activities. 

*
A private foundation may either carry on its own charitable activities, or it may give funds to other qualified donees, usually other registered charities. It must be established either as a corporation or a trust. 50% or more of its directors/trustees are related persons or otherwise do not deal at arm's length, or more than 50% of its funds are received from one person or from a group of persons who do not deal with each other at arm's length.

At Arm's Length

At arm's length is a tax concept describing a relationship in which the parties are acting independently of each other. The opposite, not at arm's length, covers people acting in concert without separate interests. Not at arm's length also includes individuals who are related to each other by blood, marriage, adoption, Common Law relationships, or close business ties (see the term related persons below). You can find general information on this subject in Interpretation Bulletin

http://www.cra-arc.gc.ca/E/pub/tp/it419r2/README.html IT-419, Meaning of

Arm's Length, and Interpretation Bulletin

http://www.cra-arc.gc.ca/E/pub/tp/it64r4-consolid/README.html IT-64,

Corporations: Association and Control.
Lee Boyko, July 27, 2006

Independent

