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• Budgets brought increased resources to the 
Charities Directorate at CRA 

• Increasing number and scope of audits 
performed by auditors in local TSOs
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PRE-AUDIT CONSIDERATIONS

• An audit is inevitable

• To be forewarned is to be forearmed

• The best protection is knowledge and 
adequate books and records

• “Perfection is not expected or required” -
unfortunately, experience is showing 
otherwise
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1. Knowledge

• Attend seminars and other educational 
opportunities

• Registered Charities Newsletters

• Charitylaw.ca

• http://www.cra-arc.gc.ca/tax/charities/
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• Likely audit issues:

– Books and records
– Receipts

– Charitable activities vs private benefit
– Political Activities

– Related Business
– Agency agreements

– Operating outside Canada

– Disbursement quota
– Fundraising revenues and expenses

– Remuneration/Undue benefit
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• Charities need to know and understand their 
obligations with respect to these issues before 
being able to ensure compliance

• Ignorance will not be a defence

• Document uncertainty and steps taken to seek 
clarification
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2. Adequate Books and Records

• Charities will be required to produce the 
following:

– Copies of T3010s, as filed with attachments

– Financial statements

– Books and records (general ledger, cash 
receipt/disbursement journals, working 
papers)

– Listing of bank accounts with all 
statements, cancelled cheques and deposit 
books
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– Listing of all cash donation receipts 
including the receipt number, name of 
donor, and amount reconciled to the 
financial statements and bank deposits

– Listing of all gift-in-kind donation receipts 
including the receipt number, name of 
donor, description, FMV of property, 
eligible amount.  For gifts which were 
appraised (over $1,000), name and address 
of appraiser, who/how appraiser was 
selected, and what information was 
compiled before accepting the appraised 
value
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– Duplicates of all receipts

– Reconciliation and breakdown of 
expenditure reported (line 120/5000 of 
T3010)

– All expense source documentation (contacts, 
invoices, receipts, statements, cancelled 
cheques)  

– Note: instructions to auditors require that 
the source documentation must be in the 
name of the Charity for the expense to be 
allowed, particularly if meeting & 
accommodation, meals or entertainment

– Details of the charity’s activities supported 
by copies of brochures, pamphlets, 
publications, membership and fundraising 
correspondence, newsletters, etc.
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– Governing documents, i.e. Constitution, 
Letters Patent and Supplementary Letters 
Patent, By-Laws

– Official updated Minute Book

– Listing of Directors/Trustees, their 
positions, occupations, relationship to 
others, details of any remuneration or other 
compensation received (including 
reimbursement of expenses)

– Payroll documentation (T4s)

– Agency/consulting agreements
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3. Other strategies

• Ensure that Board approval is obtained for 
changes to charitable programs and consider 
obtaining CRA approval

• Review charitable objects regularly and 
provide CRA with changes to governing 
documents

• Review and comply with document retention 
requirements

• Consider obtaining Board approval of T3010s
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• Comply with receipting requirements

• Avoid excessive salaries, fundraising 
contractors and fees (document due diligence 
and comparisons)

• Grants to foreign charities – ensure 
appropriate agency agreements are in place

• Protect privileged documents 
(communications related to obtaining legal 
advice, does not include accountants or 
consultants)
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AUDIT/APPEALS PROCESS

CRA’s Progressive Approach:

1. Education (specific  and general)

2. Compliance Agreements

3. Intermediate Sanctions

4. Revocation
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Offices in Ottawa, Mississauga & Orangeville
Locations also in Toronto, London & Vancouver 

Toll Free: 1-877-942-0001

DISCLAIMER

This handout is provided as an information service by Carters 
Professional Corporation.  It is current only as of the date of the 
handout and does not reflect subsequent changes in law.  This handout 
is distributed with the understanding that it does not constitute legal 
advice or establish any solicitor/client relationship by way of the 
information contained herein.  The contents are intended for general 
information purposes only and under no circumstances can be relied 
upon for legal decision-making.  Readers are advised to consult with a 
qualified lawyer and obtain a written opinion concerning the specifics 
of their particular situation.        
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