The Charities File: On Board

Treasurer’s Chest




e Understand the role and responsibility of the treasurer in
ensuring that his/her charity is acting in a transparent,
accountable and financially appropriate manner.

Understand CRA expectations with respect to the
accurate and timely completion of the T3010B
Information Return and attachments

Awareness of tools and strategies to assist with
compliance and effective transfer of financial
information to the T3010B
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Module Includes:

= General Information

= Terms and Definitions

= Examples and Descriptions
Not...

= Advice (CRA is the expert and professional expertise is
often required for more complex issues)

" Providing specific information that may only be relevant to
one organization

" Information pertaining to provincial or territorial

legislation, Acts, or requirements for societies and non-
profit organizations
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Presenter
Presentation Notes
There is a need to re-emphasize that this workshop is intended to present general information about the topic and not to get into specific details. 

First, CRA is the expert on the specifics of the reporting requirements. There are many issues that do not apply to a majority of organizations and we don’t want to spend time delving into the nuances of these issues, at the expense of providing an overview of the general information that most organizations require to improve their understanding of the requirements of the T3010B. 

Secondly, we are trying to provide general information and cannot provide ADVICE. Often professional advice is required to understand the complexities of these issues and it is not our intent to present ourselves as professional experts on the specific details of the T3101B form. We have been working with CRA to ensure that we are focusing on general information to help registered charitable organizations improve their compliance with reporting expectations, but each organization has specific situations and requirements that are beyond the scope of this workshop and the expertise of the trainer.

Third, because many of these specific issues require significant time to understand, CRA has developed numerous support resources addressing each of these complex issues. We will provide a summary sheet of these additional resources to assist organizations with these complex topics (i.e. clearly understanding the issue, what is required, and reporting it accurately on the T3010B form). 


Organization submits application to CRA identifying:

What it intends to achieve:

- Referred to as Charitable Purposes or Objects
- Referenced to CRA guidelines for approved objects
- must use one of four categories (e.g. relief of poverty)

- (recommend use of pre-approved objects)

- Must be included in Charity’s Governing Documents

How it will accomplish its purpose

- Referred to as Charitable Activities — specific, not general
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Presentation Notes
The original application process used by organizations requesting charitable status from the Charities Directorate clearly outlines the four categories of approved charitable purposes that must be used in the application. In addition, the Charities Directorate has identified pre-approved objects that provide the specific framework for charitable activities within these four categories. 

An organization applying for registration may use these pre-approved objects to ensure their activities are acceptable and merit consideration for approval. There is also a recognition that non pre-approved or non-standard objects may be used. However, there may be other approval processes that must occur prior to the Charities Directorate giving consideration. (For example, in Ontario an application must be made to and approved by the Office of Public Guardian and Trustee before the Ontario Ministry of Government Services will consider approval for the not-for-profit incorporation status required for the Charities Directorate consideration). 

In addition, the Income Tax Act requires that each applicant identify very specific (rather than general) charitable activities so the public can clearly understand the intended impact and services the charity will provide for their target clients. This information is required in the original application process and is the foundation for the initial agreement between the CRA and the organization receiving registered charitable status. 


- i

Privileges of Charitable Status:

e Exemption from paying income tax

e Ability to issue official tax receipts for gifts received, thereby
reducing payable income tax for individuals and taxable income for

corporate donors

e Ability to receive funding from other registered charities because
the organization is officially recognized as a “Qualified Donee”

Responsibilities connected to maintaining Charitable Status:

e Demonstrate that they are devoting a substantive portion of their
resources to the charitable purposes they were registered to do

e File the T3010B Information Return
e Carry out other obligations under the Income Tax Act

4/15/2009



Presenter
Presentation Notes
First, registered charities have a special status in Canadian society. 

The work of these charities is so complex and important to the well-being of Canadians that organizations have been granted special privileges to help them operate and achieve their mission with financial resources that would not normally sustain regular businesses. In many ways, these organizations, through their ability to harness the power and commitment of their volunteer base have been able to provide significant services to the Canadian public for very little money; services not generally available within the confines of government budgets and business sustainability practices. However, this special status brings with it a responsibility to respect the limitations defined in the Income Tax Act and to stay focused on the good works that were identified in the original objects.

Registered charities differ from other non-profits (and businesses) in that they are:
Exempt from income taxes (only some non-charitable non-profits are exempt) 
Able to issue official tax receipts for gifts received (including money), thereby reducing the income tax payable for individual donors and the taxable income for corporate donors
Able to receive funds from other registered charities because they are officially recognized as a Qualified Donee. Registered charities can only forward funds to Qualified Donees – a non-profit organization does not qualify for this definition. 
These are the three critical privileges that charities have because of their official status. 

The responsibilities that come with the privileges associated with registered status are: 
Devoting substantially all of their resources to charity 
Continuing to meet all other requirements of registration; and 
Filing Form T3010B, the Registered Charity Information Return, with CRA within six months of i


Public Embarrassment

Loss of Reputation

Hurts Credibility of the Voluntary Sector
Range of Sanctions from CRA

" Financial penalties

= Removal of privileges until corrective action taken
Revocation of Charitable Status

= Unable to issue tax receipts for donations

= Loss of status as a Qualified Donee

= No longer tax exempt
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Presentation Notes
If a charity is revoked an important consequence to mention is the charity is not able to issue receipts and if they do, the receipt most likely will be disallowed at the local filing office.  Also, they are no longer tax exempt.�
Once charitable status is revoked, an organization must start the whole application process again. 
In fact, in 2005 almost 500 organizations re-applied for registered status. This is a time-consuming process (often six to eight months) with financial implications. 
There is a $500 late-filing penalty which is applied when a charity makes application to re-register.  �
However, the significant impact of losing registered status is much deeper than this, such as:
The loss of reputation and credibility—both to the organization and to the sector in general.
The need for re-building confidence in those who had supported the charitable activities of the organization.
The removal of services to clients (who may not have other options). 

The bottom line is: 
Why would someone believe your organization can deliver what it says it is going to? Why would someone support your organization when they have so many choices, and so many other credible organizations that need their help when they only have a limited amount of money to give? 

Donor fatigue is a reality, and competition for support is a reality. The ability to deliver is a fair expectation. 


The Board of Directors is the legal entity that has ultimate authority
and accountability as the official governing body of a charity.

The Board of Directors

e is accountable for competent, conscientious and effective
management

e Must govern affairs within relevant legislation and regulations

e Have ultimate sign-off authority and responsibility
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Presentation Notes
The Board of Directors of a registered charitable organization has the legal responsibility to oversee the operations of the organization and has the ultimate sign-off authority for the organization. 
Important to this commitment is the reality that a registered charity needs to operate as an efficient professional entity and that the Board needs to ensure this occurs. 
This involves appropriate record-keeping procedures, accounting practices, policies and guidelines, along with evaluation and accountability processes so the Board has full confidence the organization is operating in a competent and effective manner, or can respond accordingly if this is not occurring.

The Board is accountable for competent, conscientious and effective management of the organization and as such must ensure the organization respects relevant legislation and regulations that direct the operation of a registered charity.

Many registered charities employ full or part-time staff to assume responsibility for the day-to-day operations of the organization and place considerable faith in these individuals to keep the Board duly informed of all matters of significance with respect to their governance responsibility. Many Board members have demanding professional careers that mitigate against their ability to be fully aware of all legislative requirements demanded of the organization. This reality challenges each organization to develop strategies that ensure that Board members are fully aware of all matters relating to legislative compliance, have a clear understanding of their responsibility with respect to Board accountability, and fully discuss decisions that might impact the organization’s credibility or compromise their ability to comply with the expectations of an organization that has charitable status (e.g. making decisions to spend money on political activities that are not permitted or spending an excessive amount of money on administration rather than charitable activities) 


A leadership role as an Officer of the Board of Directors with
specific responsibilities to oversee and ensure:

Financial recordkeeping is appropriate

Compliance with regulations related to financial issues

Appropriate involvement of Board in decision making processes
related to financial issues.

Completion of the financial components of T3101B Information
Return in an accurate and timely manner

4/15/2009




CRA needs to ensure that all resources, human, financial and physical, are
used for charitable purposes.

Concerns include:
= That the records verify all official receipts issued
= That all income and expenditures are identified
= That there is evidence to establish that activities of the entity are charitable

Charitable receipting (critical to calculation of Disbursement Quota)
= Prepare all official receipts in duplicate
Retain copies of all receipts issued
Ensure official receipts are individually numbered
Make sure each receipt has authorized signature
Retain copies for two years (except for receipts issued for ten year gifts)

Receipts must contain all the required information, other wise they may be
disallowed at the local filing office.
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Presentation Notes
Records Management is a serious responsibility for charities, both staff and directors.
It can get complex as assets and grant-making grow. Ensuring that complete, accurate and coherent books and records are kept will help board members to fulfill their duties and will make compliance with federal or provincial government reporting requirements easier. Nothing makes an audit by the Charities Directorate go more smoothly than properly maintained financial books and good quality minutes, key correspondence and other records of decision-making.

Remember, the Charities Directorate primary concerns are: 
that the records verify all official receipts issues
That all income and expenditures are identified
That there is evidence to establish that the activities of the entity are charitable

The example of Charitable Receipting is used because this revenue is a critical factor in the calculation of a Registered Charities Disbursement Quota (DQ) - this slide provides examples of the Charities Directorate record keeping expectations related to receipting

All receipts must have designated elements.  This is important because the Tax Services Office may disallow a receipt if it does not have all the elements on it as stated in Regulation 3501.  Specific information can be found at http://www.cra-arc.gc.ca/tax/charities/pubs/receipts-e.html 

Receipts must include the following information : The charity’s name, address, BN/Registration #, Date Donation received, Total Amount Received by charity, who it was donated by, address of donor, date receipt issued, location receipt issued, authorized signature of charity, and listing of CRA charities website.  Please note that some receipts must include other elements if they involve non-cash gifts and valued added benefits that the donor received. These receipts must also include the Eligible Amount of Gift for tax purposes, description of property, Value of advantage, Appraised by, and Address of Appraiser.

How do you replace a spoiled receipt?  The charity issues a second receipt indicating indicating that it is a replacement and providing the unique identification number of the first/spoiled receipt.  
 
FYI - 
CRA states that the Charity should retain its books and records as follows:
Duplicates of receipts must be retained for a minimum of two years from the end of the calendar year in which the donations were received
Books and records, together with accounts and vouchers, containing the summaries of year-to-year transactions of the charity, must be held for a minimum of six years from the end of the fiscal period to which they relate
When a registered charity loses its registration, the books and records must be retained for a minimum of two years after the date the registration is revoked.
The following must be kept as long as the charity remains registered and for two years after a registration is revoked
All records of donations received by a registered charity that are subject to a direction by a donor that the property given be held by the charity for a period of not less that 10 years
Minutes of meetings of the executive, meetings of the members, all governing documents and by-laws


CRA provides guidelines to assist charities in devoting adequate resources to
charitable activities.

They define three basic categories of activities:

1. Permitted Charitable Activities
Approved and appropriate — connected to mandate of charity

2. Permitted but restricted activities
Charities can direct some resources within defined limitations

3. Prohibited Activities - outside mandate of charity

The Treasurer must be aware of these guidelines :
- Ensure adequate resources used for permitted activities
- Avoid use of resources in restricted or prohibited activities
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Presentation Notes
Of primary importance to the CRA is that the registered charity is devoting its resources to charitable activities. 

To assist charities with understanding the parameters of this expectation, CRA has defined three basic categories of community involvement; namely:  

Those activities that are within the mission and mandate of the charity and as such are approved and appropriate.

Those activities that are permitted but restricted – e.g. What political activities charities are permitted/not permitted to participate in without compromising their charitable status.)

Those activities that are outside of the approved mandate of the charity and as such as prohibited.


What is a Disbursement Quota (DQ)?

* The minimum amount a registered charity has to spend
on charitable activities or gifts to qualified donees to

keep its registered status.

What is the purpose of a Disbursement Quota?

" Ensure most of charity’s funds used for charitable

purposes
" To discourage charities from accumulating excessive

funds
" To keep other expenses at a reasonable level
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Presentation Notes
The federal Income Tax Act requires that all registered charities must spend (or “disburse”) a defined amount, based on an A +A.1+B+B.1 formula, called the “disbursement quota or DQ” on charitable activities it carries out itself, or on gifts to “qualified donees”* (usually other registered charities).

Disbursement Quota (DQ) is basically an expenditure test based on tax-receipted gifts and amounts received from other registered charities in the previous fiscal period. 
- also includes enduring property spent in fiscal period or transferred to qualified donees* 

Calculation of the disbursement quota differs depending on whether the entity is a charitable organization, a public foundation, or a private foundation.

*Qualified Donee – organizations that can, under the Income Tax Act, issue official tax receipts for gifts that individuals or corporations make to them. They include: 
Registered charities 
Registered Canadian amateur athletic associations 
Registered national arts service organizations 
Housing corporations in Canada set up exclusively to provide low-cost housing for the aged 
The United Nations and its agencies 
Universities outside Canada with student body that originally includes students from Canada
Charitable organizations outside of Canada to which the Government of Canada has made a gift during or immediately before fiscal period 
The Government of Canada, a province or a territory 
Municipal or public bodies performing a function of government in Canada



Receipted
Donations

+

Other Assets held but Not
used for charitable
programs

e Gifts-in-Kind

* Enduring property

e Capital Assets
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80% guideline

Generally a
3.5 % guideline
- Calculation can be
complicated



Presenter
Presentation Notes
Disbursement Quota calculation may be a relatively simple or complex process depending on the charity’s sources of revenue. 
Focus on general understanding of the concept rather than delving into details and nuances 
Larger charities often need professional advice because they are dealing with a wide range of revenue sources that can complicate calculations– e.g. Enduring properties

Private and Public foundations have always had more stringent Disbursement Quota guidelines than registered charitable organizations. In the past, all three designations had to disburse 80% of receipted income towards their designated charitable activities - This expectation is still the same as in the past.

Since budget 2004, a registered charitable organization must abide by two new guidelines that always affected foundations but did not formerly apply to registered charities; namely,
	A. They must disburse 80% of all funds received from  another Qualified Donee (usually another 		Registered Charity) – excluding specified gifts & enduring property
	B. They must disburse 3.5% of all assets held but not used on their charitable programs.
		Foundations were always subject to this guideline, however , the 2004 budget reduced 		their disbursement requirement from 4.5% to its current level of 3.5%
Please note: Charitable organizations that have an effective date of registration that is before March 23, 2004 will only be subject to the 3.5% disbursement quota requirement for their fiscal periods that begin after 2008 


The total value of receipts is critical in calculation of Disbursement Quota.

Receipts must include the following information:
The charity’s name, address, BN/Registration #
Date donation received
Total amount received by charity
Who it was donated by, address of donor
Date receipt issued, location receipt issued
Authorized signature of charity
Listing of CRA charities website

Some receipts must include other elements if they involve non-cash gifts
and valued added benefits that the donor received:

The Eligible Amount of Gift for tax purposes
Description of property

Value of advantage

Appraised by, and Address of Appraiser
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Presenter
Presentation Notes
All receipts must have designated elements.  This is important because the Tax Services Office may disallow a receipt if it does not have all the elements on it as stated in Regulation 3501.  Specific information can be found at http://www.cra-arc.gc.ca/tax/charities/pubs/receipts-e.html 

How do you replace a spoiled receipt?  The charity issues a second receipt indicating indicating that it is a replacement and providing the unique identification number of the first/spoiled receipt.  
 





Occurs when a donor receives a benefit or an advantage (i.e.
tickets, t-shirt, mug, etc.); in this situation the receipt reflects
the total amount of the donation less the value of the benefit
or advantage

- Example A Example B All three
Donation $100.00 $100.00 values

must be

Value of Advantage* (gift to donor) $15.00 $9.00 included

on the
receipt

Eligible Amount of the gift (receipted ~ $85.00 5100.00
amount)

* The value of the advantage must be determined and is subject to the “de minimis
threshold” calculation. “De minimis threshold” is the lesser of 10% of the value of the
donation given or $75; whichever is less (i.e. the value of the advantage in Example A is
greater than 10%; therefore the receipted amount is adjusted accordingly. In Example B the
advantage is less than 10%; therefore the receipted amount is not adjusted)
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Presenter
Presentation Notes
Voluntary transfer of property that has clearly ascertainable value (a shelf price, an appraised value, etc.; a poem or letter written by a WWI soldier would not stand CRA scrutiny, however, a verified, handwritten letter including a draft of “In Flanders Fields” most likely would . . . The work of John McRae can be appraised for value in our current marketplace (i.e. Antiques Roadshow); your great-uncle’s letters are most likely just sentimental value…

As per CRA :generally accepted meaning of Fair Market Value is 

	“highest price, expressed in dollar amount, that the property would bring, in an open and unrestricted 	market, between a willing buyer and a willing seller who are both knowledgeable, informed and 	prudent, and who are acting independently of each other”

Fair Market Value (FMV) is important in receipting, whether split-receipt or not
Applies to all non-cash gifts
FMV is applied to date property is transferred to the charity.
FMV must be accurate and supported by documentation
Important in valuing gifts and advantages received by donor
Valuation is charity’s responsibility

de minimis threshold”:  A split receipt can only be issued where the advantage received by the donor exceeds the “de minimis” threshold; namely, where any benefit is either less than 10% of the value of the gift , or $75.00, is less than 80% of the value of the gift

Example A: de minimis threshold 		
If a participant pays $200 for a ticket to attend a dinner, and the value of the meal is $100, then the amount of $100 must be included when calculating the total advantage received. 
The value of complementary benefits provided to all participants for attending events, and the value of door and achievement prizes for which all participants are eligible – simply by attending or buying a ticket – must be included in calculating the value of the advantage, unless the aggregate value of these items, allocated on a per-person basis to all participants (per ticket sold) does not exceed the de minimis threshold, (i.e. does not exceed the lesser of 10% of the ticket price or $75).
In other words, if the value of such benefits fall below the de minimis threshold, then the value of these items will not be included when calculating the value of any advantage received by participants.

Example Two provides two situations: 

Situation A: Benefits do not have to be counted in Advantage calculation because they are below the “de minimis” threshold
In the above scenario of a fundraising dinner, each participant receives a logo pen and key chain with an aggregate value of $10 and each participant is eligible for door prizes of a trip  having a value of $3,000 and a gold chain with a retail value of $500. If there were 500 participants, then the average value of the door prizes, per participant, is $7. As a result, the aggregate value of all complimentary benefits and door prizes is $17 per participant.
When applying the de minimis rule to the $17 benefit
Since the aggregate value is below the threshold value of $20 (i.e. the lesser of $75 or 10% of $200), the amount of $17 will not be included when calculating the value of any advantage 
therefore, the only advantage is the $100 meal with so the split receipt would show the eligible amount of the gift as $100; the $200 ticket price less the $100 advantage.

Situation B: Benefits have to be counted in advantage calculation because they are above the “de minimus” threshold
However, if the total value of the pen and the key chain is increased to $20, then the aggregate value of the complementary benefits and door prizes increases from $17 to $27, and thus exceeds the de minimis threshold of $20. As such, the value of the advantage increases to $127 instead, and the eligible amount of the gift is reduced to $73, being the $200 ticket price less the $127 advantage.




Your T3010B Package is accurate and complete when you:

Include a completed T3010B Information Return and:

e Basic Information Sheet — TF725 even if no changes

e Financial statements for year of return

e Completed Directors/Trustees worksheet — T1235E

e Completed “Qualified Donee” worksheets — T1236E, if applicable

Do not forward the:
« Capital Gains and Disbursement Quota Worksheet (Form T1259)

Receive (after processing) the:
* Registered Charity Information Return Summary (SUM)
(Form T1242)
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Presenter
Presentation Notes
Information collected by the CRA on the T3010B form provides the basis for public information. This is part of CRA’s role to ensure donors have access to information demonstrating charities are fiscally and ethically responsible.

Governing documents
Check “Yes” if there have been changes to the registered charity’s governing documents during the fiscal period. 
If so, you must send an official copy of the amended governing documents to CRA. 
The amended governing documents should be mailed in a separate envelope from the information return to avoid a delay in processing. 
See the Glossary at the end of this guide for an explanation of the terms “governing documents” and “official copy”.

Note Re: GOVERNING DOCUMENTS
Make sure you attach a current copy of any charity document change –  include legal documentation, authorized by province if required, and signatures of 2 members of the board.  

Capital Gains and Disbursement Quota Worksheet (Form T1259): This new worksheet, included in the guide, is for the charity’s use only and should not be returned to the Canada Revenue Agency. 
The worksheet is provided to help a charity track its capital gains, determine if the charity has met its disbursement quota for the fiscal period, estimate its disbursement quota for the next fiscal period, and track its excesses and shortfalls.
Charities should maintain their working copy of this worksheet to ensure their calculations correspond with CRA results and communicate directly with CRA if differences exist. 

Registered Charity Information Return Summary (Form T1242) often called SUM 
This is the new name for Form T1242 (formerly Notice of Confirmation) that CRA sends you to acknowledge receipt of your information return.
The Summary includes a calculation of your capital gains pool, your capital gains reduction, and your organization’s disbursement quota. 
Charities can confirming that they have met their disbursement quota based on the information provided and can also identify if they are in a Disbursement Quota shortfall or excess situation as well as determining their  disbursement quota for next year. 
It should relate to the information you track yourself on Form T1259.


Must be filed within six months of fiscal year end

Receive package in mail in the month following the fiscal year
end

Develop process to ensure completion, compliance and filing

Release of financial statement to public

Develop processes to capture information required for return
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Presentation Notes
This slide provides introductory information about the T3010B Information Return  

Return due within six months – e.g. year end is December 31st – return due by June 30 with all information required
CRA has implemented a program of SANCTIONS (penalties) to ensure charities comply; the new sanctions apply to fiscal years that begin after March 22, 2004. 
Failing to file within six months may carry a $500 penalty – the amount is payable when the charity applies for re-registration, if their charitable registration has been revoked due to failure to file.  Failure to file returns on time continues to be the leading reason that charities lose their registered status
If you lose your status – you will no longer be able to issue tax receipts for donations and will be liable for payment of revocation tax equal to full value of any remaining assets

What happens when you get the package in the mail? Do you have someone designated to ensure the form has been completed and filed and someone to actually complete the form? Does the board ensure the filing has been completed?

Ask group – what are some processes you are using in your organization to gather information for the completion of the T3010B?
Recommendations for process:
Designate someone for above roles through organizational policy
Ensure board monitoring report that includes compliance with filing T3010B
Don’t lose your bar codes. These bar codes contain certain information that identify each specific charity and key information such as fiscal year end, BN registration number and file number. Don’t use old ones for the current year because they can’t be scanned properly
If you lose them, you have to ask CRA to send more.

Financial statements now available to public on request. Do not include sensitive information such as bank account numbers. Ensure statements look presentable whether or not prepared by external accountant/auditor






Shows the sources of revenue and how the money was
spent

= Statements of assets and liabilities (Balance Sheet)

= Statement of revenue and expenditures (Income Statement)

Accounting consistency — either way acceptable:

= Cash: record only revenue or expenditures the charity
actually received or paid during the fiscal period

= Accrual: immediately recognizes income earned and
expenditures incurred

Approved and signed by the Board’s Treasurer and/or an
authorized Director or Trustee
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Presentation Notes
A sample financial statement is included in part of the workshop handbook. 
This statement will provide a model that could be used by organizations to fulfill their financial reporting requirements of the T3010B package.

It is important that an organization look at the way that they record revenue and expenditures so that they can transfer this information easily into the T3010B form. This is best done before the fiscal period starts so that all financial records are organized with T3010B reporting in mind, otherwise it is easy to make mistakes in transferring numbers from various budget lines into CRA’s forms.

It is critical to use a consistent reporting guideline for these financial statements; either

CASH: identifies all revenue that comes into the organization and all expenditures that occurred during the fiscal period. 

ACCURAL: identifies assets or liabilities that were earned/incurred during the fiscal period, even if they were not actually transferred during the fiscal period. 

(See sample financial statement in workbook)



e CRA website is constructed to augment these definitions with
examples and other information to help clarify the concepts

— e.g. policy commentaries, information sheets

The Legal Information Society of Nova Scotia has constructed an

annotated T3010B Information Return with specific information
related to each term:

http://www.legalinfo.org/index.php?option=content&task=view&id=172&phpMy
Admin=f9ea848783485f3dd76c9082d2c76a5a

Some concepts required professional expertise to understand
nuances
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http://www.legalinfo.org/index.php?option=content&task=view&id=172&phpMyAdmin=f9ea848783485f3dd76c9082d2c76a5a
http://www.legalinfo.org/index.php?option=content&task=view&id=172&phpMyAdmin=f9ea848783485f3dd76c9082d2c76a5a

Generally accounting packages use categories that do not directly match the
T30108B reporting categories

Organizations should look at ways of recording revenue and expenditures to
ease transfer of information — for current and future reporting

Use specific spreadsheets to track important categories
=  Gifts-in-Kind — Fair Market Value, capital gains implications
= Enduring property —implications on DQ

Obtain advice re: complex issues (CRA, professionals)
Capital gains, capital gains pool, capital gains reduction
Enduring property (bequests, planned giving)

Types of gifts (specific, exempted)
Non-qualified investments and securities
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Presentation Notes
Note – categories on return will probably not match categories on financial statements. CRA uses their categories to determine if they have met all the requirements under the Income Tax Act. Need some method of meeting CRA requirements as accurately as possible. Cannot arbitrarily allocate expenditures at year end, must be able to justify amounts. Account categories on lines 4800–4920 represent common expenditure categories in accounting systems.

Secondly, many accounting software packages do not easily migrate information into the categories required by the T3010B form. This reality complicates the transfer of information and necessitates additional time and pre-thinking with respect to record keeping and financial procedures. For example, CRA provides samples of receipts and the information required—organizations should develop their record keeping practices to ensure these requirements are met and the cumulative data can be easily calculated for T3010B purposes without significantly reworking the information.

Finally, it is critical that the organization has a way of ensuring that the skills and knowledge required by someone completing these forms correctly does not lie within a single person. Personnel within the sector, with the nature of its variable funding base, move around and there is a significant learning curve required in completing these forms correctly. It is critical to find ways of recording procedures or mentoring other staff/volunteers to ensure there is the potential for carry over to subsequent years.



The T3010B is constructed to isolate expenditures by purpose, thus

ensuring adequate resource allocation to identified charitable
activities

5000 Charitable programs (main focus)

5010 Management and Administration
5020 Fundraising

5030 Political Activities

5040 Other Expenditures

5050-70 Qualified Donees

5100 Total Expenditures
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Presentation Notes
Line 5000 – Total charitable program expenditures – include all expenditures essential for registered charity to carry out charitable programs.
It is critical that charities put the correct information on this line to ensure CRA can properly assess a charity’s disbursement quota calculation. 

Line 5010 – Management and administration expenditures – for overall management and administration of charity. Some also attributable to charitable expenditures such as salaries and occupancy costs – necessary to allocate accordingly. Allocation should be consistent and reasonable. No definitive list on what is an administration expense.

Line 5020 – Fundraising expenditures – whether carried out by the charity or by contracted fund raisers. More direction provided on examples by CRA

Line 5030 – Political activity expenditures

Line 5040 – Other expenditures – premiums to maintain life insurance policies from donors, costs of rental property not in charitable programs, administration or fundraising, costs of producing and selling goods and services charity doesn’t use in context of charitable work, amounts spent that were accumulated with CRA permission

Line 5050 – Gifts to qualified donees, excluding enduring property – don’t include specified gifts or enduring property transferred to qualified donees

Line 5060 – Enduring property transferred to qualified donees – exclude specified gifts

Line 5070 - Specified gifts to qualified donees

Line 5100 – Total expenditures


Line 5010: Includes all expenditures related to the overall
management and administration of the registered charity.

Examples include:
— Cost of holding a Board of Director’s Meeting
— Accounting / auditing & other administrative services

— Occupancy costs for administrative services

Some expenditures are attributable to both charitable programs
and management and administration expenses such as salaries and
occupancy costs — thus must be allocated accordingly.

The CRA expects that this allocation will be made on a consistent
and reasonable basis.
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Line 5020: Total expenses paid out for fund raising activities whether
carried out directly by the registered charity or by contracted fund raisers.

Examples of fund raising expenditures are:

— Expenditures for conducting fund raising activities, including salaries and
overhead costs, promotional materials, campaign supplies, electronic
data processing, and year-round office expenses directly related to fund

raising

Expenditures for promoting the registered charity and its activities to
the community primarily for fund raising purposes

Fees the registered charity paid to outside fund raising consultants or
agencies (or amounts retained by them)

CRA has developed guidelines for acceptable practice
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Some general guidelines to protect your charity:
Ensure a formal contract in place before anyone begins fundraising on your behalf
Fee basis contracts preferable to percentage-based
this is a controllable expense, therefore a fee protects your DQ 
Avoid long term or multi-term contracts until you are satisfied with the level of service and rate of return offered by the fundraiser
Seek alternative bids for best rates of return
Maintain control over official tax receipts; remember, you are liable for fundraising, and receipts issued in your charity’s name
Charity should be aware of gross amounts raised
Avoid a transfer of net proceeds
ideally your agreement will allow you to have the fundraiser transfer all proceeds, receipts, etc. to you; your charity can issue a re-payment to the fundraiser for expenses




Qualified Donee (QD)

= An organization that can issue tax-receipts
= CRA has extensive list of acceptable donees

If yes, must attach a list with required information
and submit with T3010B
Whether charity associated with you
Address/location/BN registration number
Amount of gift for fiscal period
Amount of any specific gift
List all QD in descending order of total value of gifts
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C11 - Gifts to qualified donees – Look at T1236 form
Check “Yes” if the registered charity made gifts to qualified donees. 
	If so, the charity must complete this form or attach a list with information about each Qualified donee 	that mirrors the form – that is, the information must be organized in the same order as the form to 	facilitate input by CRA. 
Information required includes the name of each qualified donee, whether or not it is a charity associated with your own, the address/location, BN/registration number, the total amount of the gift for the fiscal period, and the amount, if any, of specified gifts 
To enter this information, use the worksheet included in your guide or a separate sheet of paper; include the required information using the Guide format and attach it to your T3010B return.
List the qualified donees in descending order of the total value of the gifts made from the largest value to the smallest
The qualified donee’s location must include the city and province or territory, if the qualified donee is located in Canada, and the city and country, if the qualified donee is located outside of Canada
Report the total number of qualified donees to whom the registered charity made gifts. 
The total amount of all gifts to qualified donees (excluding specified gifts and enduring property) should be reported on line 5050

These gifts should be tracked as well, either through the accounting system or on a spreadsheet.




CRA will officially calculate a charity’s Disbursement Quota
based on financial information on T3010B

Worksheet T1259 is a tool to help registered charities
calculate their Disbursement Quota

Calculations on worksheet can be quite complicated and
often requires professional advice or CRA clarification

Worksheet is not to be submitted to CRA

Worksheet is also used to track disbursement excesses which
can be carried forward for five years
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CRA will officially calculate each registered charity’s Disbursement Quota
Calculations can be somewhat complicated, especially if a charities has enduring property and other gifts-in-kind that affect this measurement

CRA provides a capital gains and disbursement quota worksheet as a tool to help a charity calculate their disbursement quota. 
This worksheet is not to be submitted to CRA – it is for the charity’s use and should be kept in their records to ensure there is no discrepancies with CRA calculation. 

Charities will need to track any Disbursement Quota excess or shortfall. These excesses can be carried forward for up to five years and applied if a shortfall situation exists.

We will not go over this worksheet during this module 



Be aware
T3C

Common challenges:

Late filing of the T3010B Information Return (20 % - 2007)
Incomplete T3010B Information Returns

Insufficient books and records

Incomplete receipts/False information

Increased number of revoked charities
= 1,714 charities revoked
= 790 audits — 6.5% revoked for just cause, most required education (53%)

Continual growth of the charitable sector

= 3655 applications, 600 for re-registration — only 2345 approved
= Common reason for denial - 41% insufficient detail on charitable activities
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The number one compliance issue is late filing (not completing and filing the T3010B Information Return within six months of the end of the fiscal period)
Incomplete records/books also presents a challenge given the need for organizations to be fiscally responsible and accountable for all revenue and expenditures. 
An important record-keeping problem is the lack of proper receipting for donations and/or false information on receipts. As we will find later in the module, the amount of money that an organization receives through receipted donations directly influences the Disbursement Quota (you will hear more about that later). The charity’s Disbursement Quota is the important measurement that CRA uses to determine if a charity is spending enough of its resources on its charitable activities. Thus, proper receipting practices are critical to ensure an accurate measurement of this critical ratio.
Another key issue is the involvement of charities in businesses that are unrelated to their charitable purposes. Once again, funds used in this manner do not count towards their Disbursement Quota and can mean that a charity is not directing enough revenue towards its identified charitable activities.

The CRA would like to reduce the number of revocations that occur each year. Revocation is the ultimate sanction that the CRA uses – basically removes all the privileges from an organization that comes having registered status. The major reason for revocation is not filing on time – not because of just cause. Registered charities are doing the good work that they promised they would do, but a significant number are not fulfilling the legal requirement of the Income Tax Act that clearly indicates they must file their T3010B Information Return by a specific target date. 

Finally, the sector is continually growing. In 2005, there were over 4,000 applicants for registered status with over 3,100 approved. It is critical that these new organizations are fully aware of their legal commitments and build organizational capacity to ensure a good start to their initiative. Often the desire to apply for registration is spurred by a passion to make a difference and address a critical need that will benefit Canadians. Considerations about the “business part” of the organization are often secondary—people in this sector are led by the need to build social capacity not profitability. The reality, however, is that registered charities must be professional business entities to be credible and accountable—and many of these organizations need to integrate this professionalism into the fabric of their management structures to ensure their long term sustainability.


-

The T3010B package must be officially signed by an
Director/Trustee/Like Official

= Certifies that all information is correct and has been
approved by a representative of the legal governing body
of the charity

= Assumes Board has been directly involved in approval of
information

= Assumes Board have been appropriately involved in
process of completion and is aware of any issues which
might affect CRA compliance— due diligence
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The T3010B document needs to be officially signed off by a director, trustee or like official 
It is assumed that the Board, as the legal governing entity of the charity, has had adequate time to review the information on the form, especially the financials and are fully aware of any complications that might affect compliance – especially with respect to achieving their disbursement quota.
All information needs to be checked and double-checked to ensure accuracy. 
Any changes to governing documents or bylaws must be forwarded in separate envelopes to CRA 
Any documentation relating to special situations should have been approved prior to completion of this form (e.g. if moving money to an associated charity, then CRA must have approved that the charity is associated before you can move funds without the normal limitations.)
Certification applies to all documents that are part of the return. Certification can be based on requested changes to basic information sheet.

Note:  This does not include any provincial or territorial requirements regarding signing authority.


Effective Communication process with CRA and Board

Completing all forms accurately and correctly requires
quality time

Financial practices need to easily facilitate T3010B
Information Return reporting expectations

Ensure an “organizational memory” for future reporting
— there is a significant learning curve
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The completion of the T3010B package is a time-consuming task and requires the concentrated effort of someone designated to coordinate this task. In smaller charitable organizations, this task often falls to the ED or a part-time staff person that has to balance the numerous other responsibilities of their role. 

Unfortunately, the focus on putting energy towards “good deeds” is often seen as a priority over these types of “reporting expectations” and they are often looked at as a secondary priority. This is the single most important reporting package that your organization must complete in an accurate and timely manner and in reality it is a complex challenge that requires dedicated quality time to do properly. There are few shortcuts without compromising the quality of the end product. 

The Executive Director needs to ensure the Board of Directors, as the legal governing body of the organization, realizes the importance of this task and provides the support in time and personnel to complete it properly.  We have provided a summary of the importance of the T3010B package that ED’s can use with their Board to reinforce this need.

Secondly, many accounting software packages do not easily migrate information into the categories required by the T3010B form. This reality complicates the transfer of information and necessitates additional time and pre-thinking with respect to record keeping and financial procedures. For example, CRA provides samples of receipts and the information required—organizations should develop their record keeping practices to ensure these requirements are met and the cumulative data can be easily calculated for T3010B purposes without significantly reworking the information.

Finally, it is critical that the organization has a way of ensuring that the skills and knowledge required by someone completing these forms correctly does not lie within a single person. Personnel within the sector, with the nature of its variable funding base, move around and there is a significant learning curve required in completing these forms correctly. It is critical to find ways of recording procedures or mentoring other staff/volunteers to ensure there is the potential for carry over to subsequent years.



A. Review the Guide to Completing the Charities Information Return

B. Ask for Clarification

e Toll Free lines —phone, FAX, both languages
e Write for advice — rather than guess

C. Visit Internet Resources on CRA website
www.cra.gc.ca/charities www.arc.gc.ca/bienfaisance
All forms and publications
Summary policies on all issues
Information Letters on numerous topics
On-line Listing of Registered Charities
Registered charities newsletter — broad, specific (4X year)
Electronic mailing lists — register to receive what’s new
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Samples of these on-line resources will be provided for participants so they can see the range and quality of the CRA website material and will be encouraged to use this resource when they need clarification .

It is important to emphasis that the On-line listing of Charities on the CRA website underscores the need for ensuring the T3010B is properly done. This information is available to the donating public and needs to accurately reflect the activities and financial realities of the organization.



http://www.voluntarygateway.ca/
http://www.cra.gc.ca/charities

Voluntary Gateway — Sector Portal

www.voluntarygateway.ca

Charities File Website The Charities File f&

A Training and Resources
b to Complete the
T3010A

Additional module
Completing the T3010B (accountants, bookkeepers)

Other resources and tools (e-learning)
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Voluntary Gateway is a significant repository of resources that has been developed for voluntary sector organizations. These resources are designed to help organizations improve their capacity to function effectively and in turn provide better service to their clients through their charitable activities. 

This website has relevant resources and e-learning modules that are available to assist organizations with their training needs in respect the T3010B Information Return. 

In addition, there is one other module that has been developed with this curriculum series.  
Completing the T3010B Return – targeted at staff who are involved in the actual completion of the return and require a more detailed understanding of forms

http://www.voluntarygateway.ca/
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We will have a sector that is

e More accountable

e More transparent

e More effective and focused
e More credible...

And a Canadian society that is enriched by the caring
and support that comes from the passion of
organizations committed to making a difference in
our communities.
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