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Assessment of Charities Directorate Political Activities 
Audit Program against October 2012 Compliance Framework 

Introduction 

Budget 2012 provided new resources for increased education and compliance activities 
by the Canada Revenue Agency's (CRA's) Charities Directorate in the area of political 
activities. In October 2012, the Directorate developed a "Compliance Framework" 
document that outlined key considerations and challenges, the number of audits to be 
undertaken, the process to be followed in selecting charities for audit, and how the 
rationale for file selection would be documented. 

Key considerations and challenges included: 

the existing complexities in understanding and applying rules related to political 
activity; 
the public perception of political involvement in the audit selection process; 
the difficulty of managing high-profile audits; and 
the need to reach a diverse audience (charities, legal representatives, umbrella 
organizations, the media and the public). 

The framework also noted that it would be important to manage the work closely and 
adapt existing tools as necessary to deal with the inherent complexity and political 
sensitivity of these reviews and audits. To that end, all Charities Directorate compliance 
activities were to be based on the following principles : 

Charities from across the entire spectrum of charitable activity will be included in 
review and audit activities. 
File selection process for reviews and audits will be clearly documented. 
Our "educate first" approach will continue to be reflected in our overall approach 
to political activities, when appropriate. 

Increased compliance activities 

CRA's plan was, and continues to be, to focus 60 of the estimated 3,700 charity audits 
that will be conducted over the four year period from 2012 to 2016 on political activities. 

The breakdown of what was in the original plan against what was actually accomplished 
appears in the following table. 

Planned Actual 
10 files in year 1 (2012-2013) 11 files started in year 1 (2012-2013) 
20 files in year 2 (2013-2014) 21 files started in year 2 (2013-2014) 
20 files in year 3 (2014-2015) 20 files identified for audit in year 3 (2014-2015) 
10 files in year 4 (2015-2016) 8 files planned for year 4 (2015-2016) 

000094 



2 

Process review 

A process was established in order to ensure that file selection was conducted in a fair, 
consistent and transparent manner. The framework described the sources from which 
organizations would be identified for audit, the criteria that would be used to select files 
for further action, and the possible screening decisions, interventions and outcomes that 
could be expected following screening. 

Screening 

a) Sources 

The framework explained that files with political activities could be identified through a 
number of different sources. 

Source Definition 
T3010 Organizations who have reported engaging in political activities (line 

2400 and!or 5030 on their T301 0). 
Leads! referrals Leads received from the public on organizations engaged in political 

activities or referrals from other Divisions of the Charities Directorate. 
I nternal transfers Files transferred from within the Compliance Division (i.e., random 

audit, office audit , reqular aUdit). 
Related files! Related files found through the course of an audit, which have not 
research been previously identified . 
Media analysis Organizations identified through the media which do not fall under the 

leads cateqory. 
Reg istration letters Organizations identified at the time of registration as engaging in 
with caution political activities, and as a result of which, a political activities caution 

was included in their registration letter. 

Resu Its to date: 

Source Number of Organizations % 
T3010 668 ' 81% 
Registration letters with a political activities 60 7% 
caution 
Leads! referrals 34 4% 
Media analysis 31 4% 
I nternal transfers 20 3% 
Related files! research 9 1% 

Total 822 100% 

As can be seen from the table above, the primary source of information for possible 
review of political activities is the registered charity annual information return (form 
T3010). Annually, approximately 600 of Canada's 86,000 registered charities report 
having carried on political activity. 

1 Of the 668 charities that indicated involvement in PA on their T3010 returns, 160 remain to be reviewed. 
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b) Criteria2 

Once files had been identified from the sources noted above, the compliance framework 
explained that they would all be screened at some point over the period of the project. 
Given that the vast majority of files that were referred for screening came from the 
T3010 source population, the initial selection was refined by considering the following 
criteria: 

1. Balance - regional 

The population of charities in each province varies significantly and therefore 
when selecting from the pool of available T301 Os, the percentage of files by 
province was also factored in. Once the total population (668 files were identified 
as reporting political activities in 2010) was divided by reg ion, the percentage of 
available files in each region was used to determine the number of files to be 
pulled from each area. 

2. Balance - sector segments 

The population of 668 was further divided by general charity category codes 
(referred to as the "four heads of charity") and the percentage of each category of 
charity within each region was determined. 

3. Quantum/Materiality 

Finally, the framework noted that charities that reported political activity spending 
over a set amount would be screened. However, wh ile regional and sector 
criteria continue to be applied, it became apparent that the quantum/materiality 
criterion was unreliable and was later dropped. Many organizations indicate on 
their T301 0 return that they engage in political activity but do not necessarily 
identify the amount spent. 

c) Decisions 

The compliance framework explained that screening findings would lead to one of six 
possible decisions: 

21t is important to note that the initial decision to pull a certain amount of files from the total population of the 
T3010 source was done without looking at the name of the organization. The lists were reviewed based on 

province code and category code. 
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Screening finding Screening decision Possible Outcomes 
Both the regular charitable Full audit Revocation, sanctions, compliance 
activities and political activities agreement, education letter. 
appear to have non-compliance 
issues 3 

The regular activities appear Focused political Revocation, sanctions, compliance 
charitable but there appears to be activities audit agreement, education letter. 
non-compliance issues with the 
political activities. 
The regular activities appear Office review / Reminder letter, with reference to 
charitable and the political monitoring obtain more information from our 
activities appear to have minor web/ information sessions as 
issues 4 or be increasing or necessary. 
chan~in~. 
It is apparent that the organization T3010 reporting Letter, asking them to contact us to 
does not engage in political error letters have the error corrected. 
activities, yet answered "yes" on 
line 2400 and/or placed an 
amount on line 5030 of their 
return. 
No issues have been identified Transfer to regular Transfer to another section of the 
with the political activities, but audit Compliance Division. 
potential problems with an 
organization's objects and/or 
reqular activities. 
No issues have been identified No action • No action 
with the political activities and 
objects/activities. 

Screening results 

Example of results after initial year of screening of files from all sources: 

Year 1 screening decisions Number of Organizations % 
Possibility for a full audit 62 31% 
Possibility for a focused audit , 13 6% 
Possibility for office review / monitoring 13 6% 
T3010 reporting error 59 29% 
Transfer to re~ular audit 12 6% 
No action 45 22% 

Total 204 100% 

Of the 75 files that were screened in for a possible full or focused audit in year one, five 
were selected. Six additional audits with political activities issues were underway before 
Budget 2012 measures were introduced and were transferred over to the compliance 

3 Examples of non-compliance: partisan political activities; political activities exceed 10 %; political activities have 
become the organization's main purpose 
4 Example of minor issues: political activities are close to 10%; possible lack of linkage to purpose 
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team bringing the total number of audits started to 11. The remaining files that were 
screened for full or focused audits were postponed to future years. 

File selection is undertaken by the compliance team and then reviewed and approved 
by the team manager. Choices are made as a result of team discussions regarding 
degrees of possible non-compliance and size of organization. These decisions are then 
reviewed for final approval by the Director of the Compliance Division and the Director 
General of the Charities Directorate. 

Types of charities 

Following is a breakdown of the general categories of those charities that self-identified 
as having engaged in political activities on their 2010 T3010 return, as well as those 
charities that were identified from other sources . 

Note that the fourth general category of charitable purposes, other purposes beneficial 
to the community, is referred to by the courts as a "catch all". As such, this category 
includes charities that operate in all areas other than relief of poverty, advancement of 
religion, or advancement of education. Examples of charitable purposes under the 
fourth head would include animal welfare, community economic development, 
promotion of health, protection of the environment, protection of human rights, 
prevention of alcoholism and drug addiction , and relief of the aged. 

Resu Its to date: 

Categories of charities Indicating political activities Number % 
on their 2010 T301 0 return 

Other purposes beneficial to the community 259 39% 
Relief of poverty 171 26% 
Advancement of reliqion 156 23% 
Advancement of education 82 12% 

r Total 668 100% 

Categories of charities identified from other sources Number % 
Other purposes beneficial to the community 71 46% 
Relief of poverty 29 19% 
Advancement of reliqion 16 10% 
Advancement of education 38 25% 

Total 154 100% 

Cate~orles of charities identified from all sources Number % 
Other purposes beneficial to the community 330 40% 
Relief of poverty 200 25% 
Advancement of religion 172 20% 
Advancement of education 120 15% 

Total 822 100% 
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The following table outlines charities identified for audit5 by general category code. Note 
that charities identified for audit will not be representative of the charitable sector as a 
whole in light of the fact that the initial key determinant is possible non-compliance. As 
well, it is important to note that these figures only represent findings as of September 
2014. There is still one more year to go in the project. 

Charities identified for political activity audit by Number % 
category code 

Other purposes beneficial to the community 35 68% 
Relief of poverty 2 4% 
Advancement of reliqion 6 11% 
Advancement of education 9 17% 

Total 52 100% 

Regional distribution 

Following is a breakdown of charities selected for audit by region. 

Region Charities Political Activity Audits 
Territories (YT, N U, NT) 292 0% 0 0% 
BC 12,225 14% 8 15% 
Prairies (AB, SK, MB) 18,406 21 % 10 20% 
ON 30,902 36% 21 40% 
QC 16,456 19% 9 17% 
Maritimes (NB, NL, NS, PEl) 8,304 10% 4 8% 

Total 86,61 0 100% 52 100% 

Current status of the 52 files identified for political activity audit 

• 12 audits have been completed ; 

• 25 audits are ongoing; and 

• 15 charities have been identified for audit but review has not yet started. 

Documentation 

The compliance framework indicated that all relevant research completed at the 
screening stage would be documented and included in the charity's official file, 
regardless of the screening decision. The reasons for selecting a file for 
audit/monitoring (including the criteria applied) was also to be fully and clearly 
documented. In addition, as is usual practice, all audit/monitoring research, results and 
outcomes of audits would be documented on file. This practice has been followed. 

5 Note that all registered charities are assigned a category code at the time of registration based on eRA's 
understanding of their primary area of operation. It is possible for charities to have multiple areas of interest or to 

change their program focus over time. The primary areas of focus outlined in the table are based on the most 
recent information available. 
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Administrative fairness 

It should also be noted that once the Charities Directorate comes to a preliminary 
decision, its concerns are communicated to the organization and there is an opportunity 
for the organization to respond. In cases where the Directorate determines that its 
concerns have not been adequately addressed and proposes revocation of charitable 
status, the organization has 90 days to file an objection with the CRA's Appeals Branch. 
If the Appeals Branch confirms the Charities Directorate's decision, the organization 
then has the right to file an appeal with the Federal Court of Appeal. 
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