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Overview
• CRA’s fundraising guidance
• Reporting fundraising expenses
• Gifts in kind and valuation
• Documenting a gift
• Split receipting
• Recordkeeping Requirements
• Charitable pledges and naming rights
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CRA’S FUNDRAISING “GUIDANCE”

What is Fundraising to CRA?

• any activity that includes or supports an express or implied 
solicitation of present or future donations of property, or the 
sale of goods or services to raise funds
–can be done by anyone (employee, contractor, volunteer, director)
– includes research and planning, hiring and training development staff, 

donor stewardship and recognition, corporate sponsorship
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What is Fundraising to CRA? (cont.)

• fundraising does not include:
–grant writing
–general volunteer recruitment and management
–ongoing earned revenue activities (social enterprise, 

related business, etc.)

Fundraising: How is it regulated?

• CRA’s responsibility is to ensure that charitable funds are 
used to advance exclusively charitable purposes

• raising funds is not a charitable purpose
• therefore, registered charities not permitted to have 

fundraising as a purpose
– listed or unlisted
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Prohibited Fundraising

• fundraising is offside for a registered charity if:
– it is a purpose of the charity
– it provides more than incidental private benefit
– it is illegal or contrary to public policy
– it is deceptive
– it constitutes a business activity by the charity

Fundraising: How is it regulated? (cont.)

• CRA recognizes fundraising is necessary - but only so far as 
it helps a charity carry out its purposes

• exceeding certain thresholds will attract CRA scrutiny
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Fundraising: How is it regulated?

• threshold test for CRA is the fundraising ratio
–fundraising expenses / fundraising revenues

– global calculation over the fiscal year 
– based on information reported in annual return (T3010)

• not determinative on its own, but may prompt further CRA
investigation/audit

X= Total 
Fundraising 
Expenses

Y= Gross 
Fundraising 
Revenues

Fundraising Ratios

Ratio (costs over revenue) CRA Reaction

Under 35% Unlikely to generate questions or 
concern

35% to 70% CRA will examine the average ratio 
over recent years to determine if high 
costs are a trend. The higher the ratio, 
the more scrutiny of fundraising 
expenses

Over 70% Serious concern. Charity must provide 
explanation and rationale for costs to 
revenue or CRA may conclude that 
resources are not being used for 
charitable purposes
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Examples – Math is Fun!
• Charity A is a large charity engaged in a multi-year capital 

campaign for a new facility. In 2016 its total fundraising expenses 
were $500,000 and its fundraising revenues were 2.8 million.

• ratio of 500/2800 = 18%

• safe harbour (ratio below 35%)

• Charity B conducted a wide variety of different fundraising 
activities in 2016, with related expenses totalling $360,000. 
Gross revenue from fundraising was $800,000.

• ratio of 360/800 = 45%

• expect further scrutiny of current and past years

• Charity C is a small charity in its second year of operations. This 
is the first year it has actively fundraised, focusing solely on 
annual giving and direct mail, with 2016 expenses of $40,000 
and gross fundraising revenue of $55,000.

• ratio of 40/55 = 73%

• must justify excessive expense to revenue ratio

Potential Consequences

• if CRA determines a charity has conducted fundraising 
improper fundraising, it can:
– issue an education letter
– require a compliance agreement
– impose monetary penalties
–suspend of tax-receipting privileges
– revoke registered charity status
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REPORTING FUNDRAISING EXPENSES

Reporting Fundraising Expenses

• charity must report its fundraising expenses on its annual 
information return (T3010).
– includes purchase of goods & services, remuneration to staff and 

contractors

• some activities that include a fundraising focus or 
component also serve another expense category:
–charitable, admin, political
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Allocating Expenses for Events

• where an activity includes fundraising, there is an initial 
presumption that all expenses for that activity are allocated 
to fundraising.

• 3 possibilities
–all to fundraising
–none to fundraising
–some to fundraising

• onus on charity to be able to justify allocation of expenses

Reporting Fundraising Expenses

• CRA uses two tests to determine how to allocate 
expenses:

–Substantially All Test
–Four-Part Test
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Substantially All Test
• if activity is primarily undertaken to fundraise – all expenses 

allocated to fundraising
– are you calling it a “fundraiser” or “development activity”?

• if “substantially all” (90% or more) of the activity advances another 
objective, then expenses may be allocated entirely to that other 
category
– fundraising is merely an incidental add-on

• if the substantially all test is not met, then the CRA will carry out 
the Four-part test

Four-Part Test
–was the main objective of the activity fundraising?
–were there repeated requests, gift incentives, fundraising merchandise, 

etc. during the activity?
–was the audience of the activity chosen for its ability to give?
–was commission-based remuneration derived from the donations 

received?

• if the answer to all four parts is no, then expenses shared 
between fundraising and other category.

• if the answer to any of the four parts is yes, all costs must be 
reported as fundraising expenditures.
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Fact Pattern
• A charity has charitable purpose to provide performance therapy 

for children with Downs Syndrome. The charity organizes an 
annual concert to showcase performances by participating youth. 
The activity is also a fundraiser for the charity and tickets are 
priced so that the charity earns total revenues of $100,000. The 
charity hires set designers, caterers and also has staff and 
volunteers engaged to assist. In total, expenses including staff 
time comes to $40,000. The Foundation did not engage in any 
other fundraising activities in that fiscal year.

• Is this fundraising?
• What is the likely reaction this Foundation will elicit from the CRA?

Fact Pattern (Cont.)

Answer

• This is fundraising
• fundraising Ratio = Costs/Revenue 

$400,000/$1,000,000 = 40%.

• Remember: In the range of 35-70%, CRA will examine the 
average ratio over recent years to determine if high costs are 
a trend. 
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Fact Pattern (Cont.)
• The charity must now complete its T3010 Annual Information 

Return and report its various expenses. The charity’s program 
staff and fundraising staff both worked the annual concert event. 
The charity’s fundraising staff devoted only a few hours of time to 
this event. 

• How should the charity allocate the expenses for its annual 
concert performance?

Fact Pattern (Cont.)

Answer
• Substantially All Test 

–Arguably not met. 

• Four-Part Test  
–Need more details about the activity to accurately predict whether the 

expenses incurred by the charity can be shared between fundraising 
and another category.
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DOCUMENTING A GIFT

Why is an Agreement inappropriate?

• gift agreement establishes a contract
• consideration must pass between parties to validly form a 

contract
– if a contract lacks consideration, it is unenforceable at common law

• if a gift agreement lacks consideration, the gift is not 
enforceable nor any terms related to the gift
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What’s wrong with consideration?

• consideration creates “donor advantage”
– requires split receipting issue for gifts
–affects value of the receipt
–significant advantage may negate the gift and the ability to issue a 

receipt

• creates mutual obligations which affect the voluntariness of 
the gift

What is a Deed?

• a deed = a written legally binding promise 
– “an instrument, under seal, that expresses a gratuitous promise”
–charitable gifts are “gratuitous promises” 

– a promise made freely where the promisor receives no material 
benefit for making the gift
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So why use a Deed instead of Agreement?

• the promise is binding without consideration
–non-commercial
–avoids issues concerning “donor advantage”

• some jurisdictions have longer limitation periods for 
enforcing deeds as compared to contracts

Elements of a Deed

• A deed must be:
–Signed by promising party
–Sealed 
–Delivered – a deed should be physically 

delivered to the recipient, but also sufficient 
to have a party read and declare in the presence 
of witness that the deed is delivered.
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Tips for Charities re: gift documentation
–develop a solid template with legal assistance
–start the conversation with the donor early
– limit conditions as much as possible
–be certain all owners of the property are signatories to the deed

– joint owners, beneficial owners
–Caution: a deed can only be varied or discharged by another deed

GIFTS IN KIND AND VALUATION
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Gifts in Kind and Valuation

• a registered charity can only issue tax receipts for donations 
that legally qualify as gifts
–charities not obligated to issue a tax receipt for gifts

• what is a “gift”?
–at law, a gift is a voluntary transfer of property without consideration

– no contractual duty, court order, debt
– an obligation nullifies the gift

Valuation of gift

• receipts issued for the fair market value of a gift
–FMV= the price that a willing buyer would pay a willing seller in an open 

and unrestricted market, where buyer and seller are knowledgeable, 
informed, prudent and independent of one another

• charity is responsible for determining the fair market value of 
the donated property and the advantage to the donor, if any
– if can’t determine FMV, can’t issue receipt
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Valuation of gift (cont.)

• FMV of cash is easy
• FMV of in-kind gifts may be challenging, depending on 

marketability of the property
• if FMV is under $1000, value can be determined informally
• complex and major gifts require a professional appraiser or 

actuary
– life insurance, annuity, private shares, undeveloped land

SPLIT RECEIPTING
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What is split receipting?

• donor makes a gift to a charity and receives something in 
return 
– “donor advantage”

• charity can (sometimes) issue a charitable tax receipt for part 
of the value of the gift
– “eligible amount”

Split Receipting

• examples where donor may receive an advantage:
– fundraising events, including dinners, swag or cocktails;
–silent or live auctions; and
–concerts, shows or sporting events.

• advantage includes benefits to related parties to the donor
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Split Receipting

• Charities need to calculate:
–FMV of the gift 
–FMV of all donor advantage

– not the amount paid by charity

• FMV gift – FMV advantage = eligible amount

Split Receipting

• Two basic rules about the size of advantage relative to the 
gift:
1. If advantage is both 

(a) $75 or less in value; and
(b) less than 10% of value of the gift,

then no split receipting necessary and tax receipt may be 
issued for full $ of gift. 



2017‐06‐14

20

Split Receipting

2. If the value of advantage is >80% of the value of the gift, 
then no receipt may be issued at all.*
– *subject to sufficiently demonstrating to CRA that donor had clear 

intention to make gift

Split Receipting

Value of Advantage Receipt?

80% or more of value of gift No Receipt

Lesser of $75 or 10% of value of 
gift

Full Receipt

Anywhere between:
(a) lesser of $75 or 10%, and 
(b)80% of gift

Split Receipt
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RECORD KEEPING REQUIREMENTS

Record keeping - receipts

• a registered charity’s books and records must be kept in 
Canada
–beware storing in “the cloud” for this reason

• copies of donation receipts must be kept for a minimum of 
two years from the end of the calendar year in which the 
donations were made

• onus is on the charity to show that it has retained sufficient 
records



2017‐06‐14

22

Record keeping – financial records

• Financial Records
–general ledgers must be kept for six years from the end of the last tax 

year to which they relate while the charity is registered, and for two 
years after the date the registration of the charity is revoked or, in the 
case of a corporation, for two years after the day the corporation is 
dissolved. 

– financial statements, source documents and copies of annual 
information returns must be kept for six years from the end of the last 
tax year to which they relate or, if the charity is revoked, for two years 
after the date of revocation. 

CHARITABLE PLEDGES 

AND 

NAMING RIGHTS
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Charitable Pledges and Naming Rights

• What is a Pledge?
–A promise to pay at future date
–part of a tax structured giving plan
– response to capital campaign
– linked to high profile naming opportunity

• Is it legally enforceable?
– It depends upon several factors…

Charitable Pledges and Naming Rights

• Indicators of Legal Enforceability of a Pledge
–under seal
–statement regarding detrimental reliance (and actual reliance)
–whether the legal principle of consideration flows between parties.

– Small sum of money
– Token benefit
– Naming rights?
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Charitable Pledges and Naming Rights

• Naming Rights as Consideration
–CRA’s view – naming facility after a donor is not an “advantage” 

requiring split receipting
– 2003 Advance Ruling – if no prospective economic benefit associated 

with naming rights, amount of advantage is nil
– conundrum - would naming rights alone be sufficient consideration for 

enforceability?

Charitable Pledges and Naming Rights

• Documenting a Pledge
– in writing
– template pledge agreement under seal
–at minimum nominal consideration of small sum of money (or 

substantial recognition such as a naming right)
– must be included in agreement
– must be paid and payment documented 

–be explicit about enforceability against donor’s estate and otherwise 
(alter ego/joint partner trusts)

–be explicit about reliance on donor’s promise
– independent legal advice for donor
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Charitable Pledges and Naming Rights

• Enforcement of Pledge
–award naming rights only after fulfillment of pledge?
–public relations implications
– realistically – litigation only when both promise and reliance explicit and 

significant and independent legal advice obtained by donor

Changing Terms of a Gift once made

Re Mulgrave School Foundation (2014)

• several large donations made for the express purpose of 
establishing an endowed scholarship fund

– documented in writing

– no amendment clause

• school subsequently needs to renovate, wants to “re-purpose” to 
use for renovation

• donors agree

• seek court order

• denied!!

– no ability to repurpose contemplated at the time of gift

– donors have no legal ability amend once the gift is made, unless such right is 
built into the document
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Questions?

Contact: Michael Blatchford 

E-mail: michael.blatchford@nortonrosefulbright.com

Telephone: 604-641-4854

Twitter: @BlatchfordLaw

Resources
• CRA Guidance CG-013

– http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/fndrsng-eng.html

• CRA Charities Glossary
– http://www.cra-arc.gc.ca/chrts-gvng/chrts/glssry-eng.html
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Disclaimer
Norton Rose Fulbright US LLP, Norton Rose Fulbright LLP, Norton Rose Fulbright Australia, Norton Rose Fulbright Canada LLP and Norton Rose Fulbright South Africa Inc are separate legal entities 
and all of them are members of Norton Rose Fulbright Verein, a Swiss verein.  Norton Rose Fulbright Verein helps coordinate the activities of the members but does not itself provide legal services to 
clients. 

References to ‘Norton Rose Fulbright’, ‘the law firm’ and ‘legal practice’ are to one or more of the Norton Rose Fulbright members or to one of their respective affiliates (together ‘Norton Rose 
Fulbright entity/entities’). No individual who is a member, partner, shareholder, director, employee or consultant of, in or to any Norton Rose Fulbright entity (whether or not such individual is 
described as a ‘partner’) accepts or assumes responsibility, or has any liability, to any person in respect of this communication. Any reference to a partner or director is to a member, employee or 
consultant with equivalent standing and qualifications of the relevant Norton Rose Fulbright entity.

The purpose of this communication is to provide general information of a legal nature. It does not contain a full analysis of the law nor does it constitute an opinion of any Norton Rose Fulbright 
entity on the points of law discussed. You must take specific legal advice on any particular matter which concerns you. If you require any advice or further information, please speak to your usual 
contact at Norton Rose Fulbright.


