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| — Principles Underlying the Legislative
and Administrative Framework

» Transparency and fairness to maintain public trust

» Expressed through provisions such as:
— public disclosure;
— expense limits;
— public funding;
— compliance and enforcement;

— distinctiveness between political entities — each have
their own regime with distinct rights and obligations
under the Act;

— role and mandate of the Chief Electoral Officer (CEO)

Transparency

Transparency and fairness to maintain public trust.

Fairness

A key principle for a healthy democracy is that political parties/candidates have an

opportunity to present their vision, policies, and values to electors.

The legislation seeks to ensure that the competition between political parties and
candidates to secure the votes of electors be conducted within certain rules

designed to create and maintain a level playing field.

Mandate of Elections Canada and Role of the CEO

The CEA tasks the CEO to administer these “complex” rules with a view to ensure

the key principles are maintained at all times.

In doing so Elections Canada (EC) must act fairly and impartially and exercise
due diligence at all times. When it finds evidence of non-compliance and possible
offences it must exercise the authorities provided by the legislation in accordance
with all the requirements of fairness, due process, and of course within the strict

limit of the law.




Il — Relevant Aspects of the Legislative
Framework

o Key definitions

 Duties of official agents
 Election expenses limits

» Transfers between political entities
* Reporting requirements

* Reimbursements

» Key differences in framework
— parties and candidates

» Non-compliance

The law sets clear distinctions and establishes distinct responsibilities,
benefits, and obligations for parties and candidates; these are treated as
independent from one another.

This is particularly true with regard to:

The disclosure and reporting requirements;
Access to public funding;

Spending limits; and

To some extent in raising contributions.




Key Definitions

» Candidate electoral campaign expenses

— All expenses reasonably incurred as an incidence of the
election

» Candidate election expenses
— Any expense incurred, or property or service used, to directly
promote or oppose a candidate during an election period
 Candidate personal expenses

— Expenses of the candidate other than election expenses
reasonably incurred as an incidence of the election such as
meals, transportation and accommodation
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An electoral campaign expense of a candidate is an expense reasonably incurred as an incidence of
the election, including:

— an election expense;
— apersonal expense.

There are electoral campaign expenses that are not election expenses or personal expenses.
Examples of these expenses include:

— the audit expense in excess of the subsidy;
— rent of office outside the writ period;
— victory party after polls close.

An election expense includes any cost incurred, or non-monetary contribution received to the extent
that the property or service for which the cost was incurred, or the non-monetary contribution
received, is used to directly promote or oppose a candidate during an election period.

The expression “directly promotes” in this definition has a broad meaning and is not limited to those
expenses that are incurred to expressly urge voters to vote for or against a particular candidate or
party (i.e. advertising).

For example, the rental of office space for the candidate’s campaign, the remuneration of campaign
workers, the use of computers and office supplies during the election period all directly promote the
candidate and are thus election expenses of that candidate.

Personal expenses of a candidate are his or her electoral campaign expenses, other than election
expenses, that are reasonably incurred in relation to his or her campaign and include:

— (a) travel and living expenses;
— (b) childcare expenses;

— (c) expenses relating to the provision of care for a person with a physical or mental incapacity
for whom the candidate normally provides such care; and

— (d) in the case of a candidate who has a disability, additional personal expenses that are
related to the disability.

The CEA also deems expenses incurred to remunerate a candidate’s representative at a polling
station to be personal expenses of the candidate.



Key Definitions (continued)

* Transfers

— Allow specified political entities of the same political
affiliation to move resources among themselves without
being subject to the restrictions on the source and amounts of
contributions that are set out in the Act

e Contributions

— Amount of money received that is not repayable or the
commercial value of a service, or of property or the use of
property or money to the extent that they are provided
without charge or at less than their commercial value

Contributions

A contribution may be monetary or non-monetary. [2(1) "contribution"]
Monetary contribution: [2(1) "monetary contribution"]

A monetary contribution is an amount of money that is not repayable.

Non-monetary contributions: [2(1) "non-monetary contribution"]

A non-monetary contribution is the commercial value of a service, or of property
or the use of property or money to the extent that they are provided without
charge or at less than their commercial value.



Key Definitions (continued)

e Commercial value

— Lowest amount charged for a property or service by:
(1) the person who provided it, if the person is in the
business; or (2) another commercial provider, if the
person who provided the property or service is not in
that business

e Candidate’s return

— An account of all financial transactions for an
election

Commercial Value
Section 2(1) of the Act defines includes a definition of “commercial value”:

It is the lowest amount that would be charged for a property or service by:

— (a) the person who provided it, if the person is in the business of providing that property or
service, or

— (b) another person who provides that property or service on a commercial basis in the area
where it was provided, if the person who provided the property or service is not in that
business.

When goods or services are provided to a candidate without charge, or for less than commercial
value, for the purposes of the election, the candidate’s official agent must record the goods or
services at their commercial value and the difference between the amount paid and the
commercial value, as a non-monetary contribution or transfer, as the case may be.

An example:

If a party acts as a supplier and provides a candidate with 1000 election signs that have a
commercial value of $10/sign but charges the candidate’s campaign only $2/sign, the party will
have made an $8,000 non-monetary transfer to the candidate. The full commercial value of the
signs (i.e. $10,000) is an election expense of the candidate and is subject to the candidate’s
spending limit. $2,000 of this amount is to be recorded as a paid election expense, and $8,000
should be recorded as a non-monetary transfer. Thus, the $8/sign difference between the
commercial value of the signs and the price-per-sign actually paid by the candidate is to be
reported as an election expense and a non-monetary transfer (gift) received by the candidate
because he/she did not actually pay money for that value received. Only the $2,000 portion
actually paid for by the candidate’s campaign would be eligible for a reimbursement under section
465 of the Act in this example.



Duties of Official Agents

* Receive all contributions and deposit them in a designated bank account

« Make all payments (except for petty cash expenses or the candidate’s
personal expenses) and accept non-monetary contributions or transfers

« Keep a record of all receipts and disbursements

« Prepare and submit all financial reports, declarations, and supporting
documentation

« Sign and issue receipts for all contributions (including receipts for income
tax purposes)

* Responsible for:

— controlling of electoral campaign expenses — e.g. for a candidate’s campaign
only official agent or candidate or someone authorized in writing can incur an
electoral campaign expense;

— ensuring election expense limit is respected
¢ Dispose of the campaign surplus
Close the campaign bank account

Note: Similar provisions exist for chief agents and registered agents of political parties

To emphasize the critical role of money and the need to rigorously control
inflows and outflows and ensure that financial activities are strictly within the
constraint of the legislation, the CEA requires that each candidate appoint an
OA.

In fact a candidate cannot officially run as a candidate without having first
appointed an OA.

An OA is more than a book-keeper — he/she is a treasurer / financial
controller.

In order to fulfill his/her duties, the OA must, of course, familiarize himself or
herself with the key definitions of the Act as well as develop a good
understanding of its underlying principles.



Election Expenses Limits

» Separate limits for parties and candidates

 Limits apply to election expenses, whether
paid, unpaid and include the commercial
value of non-monetary contributions or
transfers

One approach that Parliament has adopted to curtail the undue influence of
money in elections as well as ensuring a level playing field, has been to
establish spending limits for election expenses.

Spending limits for parties/candidates were introduced in 1974 out of concern
for mushrooming election expenditures and concerns about the impact of
high spending levels on democracy.

It was viewed as a question of undermining fairness that parties and
candidates could vastly out-spend one another.

There are separate/distinct limits for parties and candidates.

Limits apply to election expenses which include:

— paid expenses;

— unpaid expenses;

— non-monetary transfers used in the campaign;

— non-monetary contributions used in the campaign.

Elections Canada calculates the election expenses limit for each in
accordance with the formulas set out in the Act and advises parties and
candidates accordingly.



Transfers Between Affiliated Political Entities

Transfers:

 Transfers allow specific political entities of the
same political affiliation to move resources
(monetary and non-monetary) among themselves
without being subject to the restrictions on the
source and amount of contributions that are set out
in the Act

» However, transfers of expenses are not permitted
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The CEA recognizes the linkage between political entities within the same
family allowing them to move funds, goods, services among themselves
without treating these as contributions.

Provision of resources from one political entity to another, which is not
specifically provided for under the Act, constitutes a contribution and is
governed by the eligibility rules and any relevant limits.

Transfers of expenses are not permitted as this would render the distinct
limits of parties and candidates meaningless.



Transfers Between Affiliated Political Entities

Candidate

TO
. Registered i
Candidate Association Registered Party
Monetary = No Monetary = Yes Monetary = Yes

Non-monetary = No

Non-monetary = Yes

Non-monetary = Yes

Registered Association

FROM

Monetary = Yes!

Monetary = Yes

Monetary = Yes

Non-monetary = Yes

Non-monetary = Yes

Non-monetary = Yes

Registered Party

Monetary = Yes'

Monetary = Yes?

n/a

Non-monetary = Yes

Non-monetary = Yes?

n/a

* Monetary and non-monetary transfers are permitted after a candidate has been confirmed by the returning officer.
After polling day, monetary transfers are only allowed to pay unpaid claims and loans of the candidate’s campaign.

2 Registered parties may transfer goods and services and funds to associations, whether registered or not.

Note: There are additional rules governing transfers involving nomination and leadership contestants.

11

The chart above summarizes the rules associated with monetary and non-
monetary transfers to and from candidates, registered associations and
registered parties.

As the chart indicates, a confirmed candidate can accept both monetary and
non-monetary transfers, within the timeframe set out in the Act, from both
registered associations and the registered party as long as all three are
politically affiliated.

Similarly, registered associations can accept monetary and non-monetary
transfers from both the registered party and confirmed candidates as long as
all three are politically affiliated.

Lastly, the party can accept monetary and non-monetary transfers from
registered associations and confirmed candidates as long as all three are
politically affiliated.

As well, the Act has additional rules that govern transfers involving
nomination and leadership contestants.



AMNWW.CIE DI

Transfers between affiliated I
political entities during a
general election

Party

Distinct spending limit

Contributions

Candidate

Distinct spending limit

Spending limit
N/A

Transfers $, Goods & Services

Contributions
Contributions
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Note that EDAs are prohibited from incurring election advertising expenses
during an election period and should therefore exercise caution with respect
to fundraising activities during the election period. Any expenses incurred to
promote a fundraising activity during the election period will most likely be
considered election advertising expenses. It is recommended that an EDA
consult with Elections Canada prior to conducting fundraising activities during
an election period.

Monetary and non-monetary transfers are permitted after a candidate has
been confirmed by the returning officer. After polling day, monetary transfers
are only allowed to pay unpaid claims and loans of the candidate’s
campaign.
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Reporting Requirements for
Candidates

» Candidates file their electoral campaign returns
four months after polling day

» A declaration as to the accuracy and completeness
of the return must be submitted by the candidate
and the official agent

* The return is accompanied by an auditor’s report
— provides an opinion as to whether the return presents
fairly the information in the books and records
» Vouchers (supporting documentation) must be
submitted
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The campaign must also retain an independent auditor to examine accounting entries,
audit the candidate’s electoral campaign return, and report on the findings of the audit.

— This will typically involve examining the books, records, invoices, bank statements
and negotiated cheques, and

— performing the tests and verification necessary to permit the completion of the
auditor’s report.

This is so important that the Act provides for a subsidy to help cover the cost.

Under section 453 of the Act, the auditor must provide an opinion on whether the
return “presents fairly” the information contained in the financial records on which it is
based as opposed to the review and audit of returns by Elections Canada, which is
designed to verify compliance with certain sections of the Act.

Together with the candidate’s electoral campaign return, section 451(2.1) of the Act
requires the official agent to provide Elections Canada with documents evidencing
expenses set out therein, including vouchers, bank statements, deposit slips, cancelled
cheques and the candidate’s written statement concerning personal expenses.
According to section 451(2.2), the Chief Electoral Officer may also require additional
documentation.
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Reporting Requirements for

Candidates (continued)

» Expenses reported must be incurred by the official
agent, candidate or someone authorized in writing by
the official agent

* In the case of a non-monetary transfer or contribution,
it must be accepted by the official agent, as for
monetary contributions

 All expenses must be reported at their commercial
value

» The level of detail required is much greater than for
parties
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Expenses reported must be incurred by the official agent, candidate or
someone authorized in writing by the official agent.

As well, under the Act, a candidate’s official agent must receive all campaign
contributions, deposit them in a designated bank account, and make all
disbursements (except for petty cash expenses and the candidate’s personal
expenses).

The official agent must also keep a record of all receipts and disbursements,
prepare and submit all financial reports, sign and issue receipts for all
contributions (including receipts for income tax purposes), and prepare the
candidate’s electoral campaign return and other documentation.

All expenses must be reported at their commercial value.

These responsibilities are critical as they often constitute issues that come up
during reviews by EC auditors.



Candidate Election Expenses
Reimbursements

» A candidate who is elected or receives at least 10%
of the valid votes cast at the election is entitled to a
reimbursement of 60% of the actual paid election
expenses and the paid personal expenses, to a
maximum of 60% of the election expenses limit

» This reimbursement is paid in instalments:
— Initial = 15% of election expenses limit;

— Final = 60% of paid election and personal
expenses less the initial reimbursement, to a
maximum of 60% of the election expenses limit

15
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Candidate Election Expenses
Reimbursements (continued)

 Electoral campaign returns are reviewed by
Elections Canada to verify that the candidate
and official agent have complied with the
various provisions of the Act

« A review of the candidate’s documentation
supports the payment of reimbursements and
identifies potential and actual non-
compliance situations
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Key Differences Between Parties and Candidates

Item Party Candidate

Based on the number of electors in the riding
and adjusted for geographically large ridings
and for ridings with less than average
populations

Based on the number of electors in all
ridings in which the party endorses
candidates

Election expenses
limit

Election expense

60% of paid election expenses and paid
reimbursement

50% of paid election expenses -
candidate personal expenses

Expenses incurred Candidate, official agent or person authorized

Chief agent or registered agent

by in writing by the official agent
dOS(:LIfJF:I!I)gI':g;?OH All vouchers, invoices, returned cheques,
] None deposit slips, bank statements and any
provided to EC

(as required by the Act) additional documentation requested
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The next two slides highlight the differences between the registered parties
and candidates in respect of election expenses.

With reference to the election expenses limit and reimbursements, note the
different calculations used to determine the final limits and reimbursement
amounts.

Parties’ returns are much less detailed than those of candidates, which must

include supporting documentation for all expenses, something that is not
required for parties.



Key Differences Between Parties and Candidates

(continued)
Item Party Candidate
re Luei\r/:(; ?cf)rp:?a?ﬂgzrs:e%g:t is 2% of national vote or 5% in the
d L . electoral districts in which it 10% of the vote
lower for political parties than .
candidates endorses a candidate
Election expenses eligible for 4 General election and
- General election .
reimbursement by-election
For a general election — 4 months after polling day
6 months after polling day and for both general elections
Reporting of election expenses | for a By-election in fiscal return and by-elections
Non-detailed Transaction level
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As the table illustrates, the level of support required for reimbursement is
lower for political parties than candidates. Candidates are eligible for
reimbursement at general elections and by-elections, whereas, parties are
only eligible for reimbursement at general elections.

Finally, these two entities have different filing deadlines to report their
election expenses and while candidates report each transaction, parties
report their election expenses summarized into 9 categories.




Non-Compliance — Key Statutory Offences and
Penalties for Candidates and Agents

Maximum Penalty

(Official Agents)

Offence Without Intent With Intent
Fine Imprisonment Fine Imprisonment Other
Exceeding Election Expenses Limit can't sit or be elected as a
$1,000 3 months $5,000 5 years member in the House of
(Candidates and Official Agents) Commons for 5 years
Failure to file or filing Incomplete
Election Return $1,000 3 months $5,000 5 years
(Official Agents)
Filing False or Misleading Election
Return n/a n/a $5,000 5 years

or not filing:

— forfeit $1,000 nomination deposit;
— ineligible to receive 60% election expense reimbursement;
— unable to sit as a member (MP) in the House of Commons;
— cannot be a candidate in a subsequent election.

Other potential consequences of filing late or incomplete without authorization,

19

The Act includes penalties for non-compliance.

The Act provides for other potential consequences of filing late, or without

authorization.




I11 — Key Aspects of the
Administrative Framework

Education, information and support
Review of returns and assisting compliance
Timing of reimbursements
Non-compliance referrals

The Commissioner of Canada Elections
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Elections Canada pursues a two-pronged approach:

The first is to maintain the administrative framework by ensuring we recruit
and retain competent staff, offer them ongoing professional training, and
ingrain the values of fairness, impartiality, and independence.

Secondly, Elections Canada’s compliance strategy builds on the 3 pillars of:
— Promotion through education and information;

— Monitoring through rigorous and impartial review of candidate and party
returns; and

— Enforcement through the Office of the Commissioner of Canada
Elections who seeks to address non-compliance matters through both
statutory and non-statutory tools.



Administrative Framework

e Three primary components:

— Prevention through education, information and
technical support;

— Monitoring of compliance through rigorous,
systemic and impartial review of returns;

— Enforcement through the Commissioner of
Canada Elections
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Prevention Programs

* Videos, sample returns, toll-free 1-800 486-6563
support line, software and presentations

* Products on Web site www.elections.ca and
multimedia Kkits

» Hot-line service for parties’ counsel with
electoral law expert counsel from EC
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EC — Assisting Compliance

The Act provides a certain degree of flexibility allowing for:
— the correction of errors or omissions;
— the granting of filing deadline extensions;
— payment of claims beyond deadline
Where non-compliance is detected, and can be corrected, auditors will

work with the official agents to ensure the return is complete and in
compliance with the Act

Where this is not possible, the non-compliance will be referred to the
Commissioner of Canada Elections
Potential non-compliance issues are reviewed by the Campaign Finance

Steering Committee. Potential non-compliance cases are discussed and
decisions made to refer files
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EC — Timing of Reimbursements

 Elections Canada is committed to issuing
the final reimbursements of election
expenses within six months after the filing
deadline if the returns were filed:
— on time;
— electronically;
— without errors or compliance issues
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EC — Non-Compliance Referrals

 Potential instances of non-compliance raised
during the Elections Canada review that cannot be
addressed administratively (e.g. correction of
returns, extensions to filing deadlines) are referred
to the Commissioner of Canada Elections

» The mandate of the Commissioner is to ensure that
the Canada Elections Act and the Referendum Act
are complied with and enforced

25




I

Enforcement Program: Preliminary

Assessment
» When a public complaint or referral is received,
the Commissioner:

— Follows an assessment process to determine if the
allegation, if proven, would constitute an offence under
the Act;

— Determines suitable enforcement action;

— Considers the nature of the offence and whether the
information available is sufficient to warrant an
investigation;

— Determines the scope of investigation required
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The Commissioner of Canada Elections (CCE), based on his professional

expertise and judgment, determines suitable enforcement action and

assesses whether the matter will warrant an investigation.




Conclusion

» The mandate of Elections Canada is to apply the
legislative framework in an impartial and
transparent manner

* Legislative framework regulating election
expenses is an important element in maintaining a
level playing field

» Administrative framework works hand in hand
with effective compliance and enforcement

» Effective compliance and enforcement are critical
to maintaining public trust in the electoral process
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The Chief Electoral Officer (CEQ) is tasked with the responsibility of
maintaining trust in our electoral democracy by ensuring that the
financial regime which is designed to ensure fairness, transparency and
a level playing field is properly understood, maintained, and complied
with — in accordance with the prescription of the law.

In carrying out its responsibilities, EC is committed to act fairly,
consistently, impartially and abides strictly with the principles of the rule
of law and due process. In doing so, EC focuses the bulk of its effort in
promoting compliance, raising awareness of their duties, obligations and
entitlements of all participants, and always seeks to assist them in
meeting the requirements of the Act.





