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The convention office wants to help its churches in the area of administration and 
financial accountability. Tax laws, regulations and requirements are constantly being 
updated and changed. Our goal is to help pastors and churches understand and 
implement these requirements.

We do our best to keep up with information and changes to tax regulations and  
Canada Revenue Agency (CRA) requirements. However, we do not claim to be experts!  
For additional information or interpretation relating to your specific circumstance, we 
would recommend that you contact your local CRA office or visit the CRA website at  
www.cra-arc.gc.ca.

Resource Information and Contact Numbers

CNBC

 Toll Free 1-888-442-2272

 Local 403-932-5688 Ext 110

 E-Mail mmarcelo@cnbc.ca 
  bfisher@cnbc.ca (group insurance and group RSP)

 Web Site www.cnbc.ca

 Business Number: 10684-4640-RR0001

Canada Revenue Agency

 Web Site www.cra-arc.gc.ca

 Address Charities Division 
  Canada Customs and Revenue Agency 
  Ottawa, Ontario   K1A 0L5

Canadian Council of Christian Charities

 Website www.cccc.org

 Address 1, 43 Howard Avenue 
  Elmira, ON   N3B 2C9

 Phone (519) 669-5137

FINANCE AND ADMINISTRATION

http://www.cra-arc.gc.ca
mailto:jbruce%40cnbc.ca?subject=CNBC%20Finance
mailto:bfisher%40cnbc.ca?subject=CNBC%20Group%20Insurance%20and%20Group%20RSP
http://www.cnbc.ca
http://www.cra-arc.gc.ca
http://www.cccc.org
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CHARITABLE ORGANIZATIONS
In Canada, charity is big business!  The purpose of a charitable organization in 
Canada is defined by Canada Revenue Agency and must fit one of these four areas:

PURPOSE
 � Relief of poverty

 � Advancement of education

 � Advancement of religion

 � Other – as determined by the courts to be charitable

Along with the purpose, Canada Revenue Agency also has the following 
expectations of a charity:

EXPECTATION
 � Devote all resources to charitable activity

 � Operate for the benefit of the public

 � Issue complete and accurate donation receipts

 � Keep accurate books and records in one of the official languages of Canada

 � File an Annual Registered Charity Information Return (T3010)

UNDERSTANDING CHARITY

CHARITY = BENEFIT TO THE COMMUNITY

A charity must: 

 � Spend its resources on its own activity

 � Do the activity itself, or

 � Do the activity by giving gifts to qualified donees
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REQUIREMENT RE CHARITABLE SPENDING

The following document, prepared by the Canadian Council of Christian Charities, provides de-

tailed information on the matter of charitable spending and qualified/non-qualified donees.  

(Used with permission. © Canadian Council of Christian Charities)

QUALIFIED/NON-QUALIFIED DONEES
A Canadian registered charity is required by the Income Tax Act (ITA), to spend its 
resources only on charitable activities carried out by itself. A church or para-church 
can spend its revenue on such items as employees’ salaries, building maintenance, 
purchasing Sunday school curriculum or relief/development supplies, purchasing 
office supplies/equipment and so on. In these cases, the funds are being spent on its 
own activities that pursue its charitable purposes. However, the charity cannot send 
funds to a church or any other entity outside Canada, even if it is to accomplish the 
very same activities it is doing in Canada.

If the Canadian Charity sends funds to any organization outside Canada, it must be to 
a qualified donee. In this case, the ITA deems the Canadian charity to have carried out 
the activity itself. With a few specific exceptions, it is not possible for an organization 
outside Canada to be a qualified donee.

For our purposes, a non-qualified donee is any individual, organization, not-for-profit 
or Non-Government Organization (NGO) that is not a registered charity in Canada 
or does not otherwise fit the ITA’s definition of a qualified donee (Sec. 149.1(1)). A 
non-qualified donee will not have a charitable Business Number (BN) issued by CRA 
(9 digits followed by an RR suffix). Non-qualified donees are usually referred to in 
terms of organizations not individuals. However, sending funds to an individual or 
group of individuals without proper controls creates the same difficulties as funding 
an organization that is a non-qualified donee. Therefore, we include individuals in our 
definition.

RESPONDING TO NEEDS
Many charities, particularly churches, receive presentations, videos, sermons, 
testimonials, CCCC newsletters or personal approaches and other information about 
how ministries are dealing with needs around the world. Often the presenters of 
the information are visitors or guests of the church and are often known to the 
church. As a result of hearing these messages, some individuals at the charity or 
in the congregation wish to respond with financial gifts to meet these identified 
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ministry needs. Sometimes an offering is taken and the funds are given directly to 
the presenter. Sometimes cash is given to a church treasurer with the instruction to 
pass it on to “the ministry” and sometimes a designation is made on a church offering 
envelope. Even though the need is real and compelling, such a response can create 
legal difficulties for the church or para-church.

A scenario that frequently results in a church inadvertently funding a non-qualified 
donee, occurs after the missionary, or perhaps a foreign national, working in a country 
outside Canada, comes to speak at a church or para-church event. At the event, an 
offering is taken and whatever is raised is given to the missionary or a cheque sent to 
the foreign mission or missionary. Since the missionary is not an employee, agent or 
contractor of the Canadian church and the foreign mission is not a registered charity 
in Canada, the church has inadvertently funded a non-qualified donee.

THE DIFFICULTIES
When the recipient of the funds provided by the church is a non-qualified donee, the 
church could incur a financial penalty (105% of the amount given to the non-qualified 
donee) assessed by Canada Revenue Agency (CRA) or suspension and ultimate 
revocation of the charity’s charitable status. Some donors and administrators are 
of the mistaken impression that the above scenario is permissible if a tax receipt is 
not issued for such gifts. Funding a non-qualified donee is an improper expenditure 
subject to the consequences noted above. Treasurers should be aware that not issuing 
a tax receipt does not change that.

When it comes time to complete the Registered Charity Information Return (T3010A) 
due to CRA, the treasurer now must answer the question: Did the charity carry on 
programs, directly or indirectly outside Canada? (Line 2100). Since giving funds to 
the foreign mission is funding a program outside Canada, the correct answer to the 
question is ‘Yes’. The treasurer must then check (√) ‘Yes’ beside the appropriate means 
by which the program was carried out. (See Figure 1)

Figure 1

REQUIREMENT RE CHARITABLE SPENDING
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Checking beside an employee, volunteer, agent, contract, qualified donee, implies 
the charity has control of the activities and funds. But since this is not the case, the 
question must be answered “by other means”. Again, such a response can make it 
evident that the church or charity has given a gift to a non-qualified donee. If the 
treasurer puts the amount given to the foreign mission on the Qualified Donees 
Worksheet (that forms part of the T3010A return), it will not appear with a proper 
Business Number. This will make it clear the gift was to a non-qualified donee. (See 
Figure 2)

Figure 2

Finally, the amount spent by the church on programs outside Canada (other than 
through qualified donees) must be reported on line 5400 of the T3010A. If the 
treasurer does not list the gift on the worksheet, the question arises: “By what ‘other 
means’ did the charity spend funds outside Canada (as per line 5400)? “ (See Figure 3)

Figure 3

FUNDING ACTIVITIES OUTSIDE CANADA
It is usually evident that a church or para-church is carrying out an activity by itself and 
that it has control and direction over it, if the work is done by its own employee(s) or 
volunteer(s). It is less evident, if the work is being carried out by an outside individual 
such as an agent, a contractor or an independent missionary. Unless the charity can 
clearly demonstrate that it has control and direction over the activities performed 
by the worker and that the worker is accountable back to the charity, it is in reality 
funding a non-qualified donee. 

REQUIREMENT RE CHARITABLE SPENDING
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REQUIREMENT RE CHARITABLE SPENDING

To demonstrate control and direction, a formal written agreement is usually needed 
and there must be evidence that the agreement is actually followed.

In its circular RC4106, CRA lists some of the provisions that should be part of such 
an agreement. They include, among others, a description of the specific activities 
that are being funded by the Canadian charity, written progress reports, payment by 
installments (rather than one lump sum), a means of determining reasonable progress 
and adequate records kept in Canada. Agreements related to activities outside Canada 
are a standard item usually reviewed by CRA during their charity audits.

PREVENTING DIFFICULTIES
There are a number of ways to approach the above scenario to prevent funding a non-
qualified donee.

1. First, the charity should decide, or develop a policy on, how designated dona-
tions will be handled, particularly when there is an outside speaker who is not 
from another registered charity in Canada. It should be recognized that some-
one may wish to respond with a donation whether or not a specific request for 
funds has been made. If there is any doubt about whether the donation can be 
used as directed, the gift should not be deposited, until such a determination 
has been made. The gift cannot easily be returned once it has been accepted 
(deposited).

2. Second, determine if the speaker represents a registered charity.

3. If the speaker does not represent a registered charity in Canada, then the speak-
er can be paid for speaking at the church and reimbursed for expenses, if the 
amounts are reasonable.

4. Determine from the foreign charity if there are any projects that the Canadian 
church/para-church is prepared to take on as a cooperative venture or through 
an agency agreement.

5. Make known to the potential donors that gifts to designated programs will be 
used there, unless they cannot be for any reason as determined by the board.

Used with permission. © Canadian Council of Christian Charities, www.cccc.org. March 2008.  

Not to be used or further reproduced without permission. 

http://www.cccc.org
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REQUIREMENT RE CHARITABLE SPENDING

REGISTERING YOUR CHARITY
To register your charity you must complete Canada Revenue Agency form T2050 
“Application to Register a Charity Under the Income Tax Act.” www.cra-arc.gc.ca

When registering for charitable status, churches would best fit the “advancement of 
religion” purpose as defined by CRA. The CRA web site offers model objects or purpose 
statements regarding the advancement of religion that are helpful when applying for 
registered charitable status. These models include the following statements:

 � To advance and teach the religious tenets, doctrines and observances associated 
with the (Baptist) faith

 � To preach and advance the teachings of the (Baptist) faith and the religious 
tenets, doctrines and observances associated with this fait

 � To establish, maintain and support a house of worship with services conducted 
in accordance with the tenets and doctrines of the (Baptist) faith.

FOR MORE DETAILED INFORMATION ON 
REGISTERING YOUR CHARITY VISIT

www.cra-arc.gc.ca/chrts-gvng/chrts/pplyng/mdl/menu-eng.html

http://www.cra-arc.gc.ca/chrts-gvng/chrts/pplyng/mdl/menu-eng.html
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FINANCIAL RECORDS AND INTERNAL CONTROLS

FINANCIAL RECORDS
The CRA requires charitable organizations to maintain and keep an up to date a set of 
financial books. At the very minimum the documents required would include:

 � Budget

 � Record of Income

 � Record of Expense

 � Financial statements/Reports

 � Minutes

The Charities Handbook of the Canadian Council of Christian Charities probably 
states it best: “The purpose of financial reporting in the charitable sector is not to 
determine profit, but rather to determine the contributions required to meet the 
objectives of the various projects undertaken by the charity in the year. Donors are 
asked to make contributions to the charity based on its goals and objectives.” 

As your organization grows and moves ahead with its ministries, your books and 
financial records will help in providing:

1. Historical information which can be used as a tool for planning

2. Current information which can be used as a tool for  
evaluating

3. Accountability

Regular statements of receipts and disbursements should be prepared and presented 
to the membership. Such statements should be clear and concise. Members cannot 
deal with what they do not know! Good statements communicate what is happening 
and the health of the organization.

INTERNAL CONTROLS
Your organization should have controls in place that will help the organization meet its 
goals and objectives. Such controls will also ensure that funds are not misused. 

Your organization’s policies, procedures and controls should be documented and 
followed.
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THE CHURCH BUDGET

BUDGET
Any one of the following statements could be included in the definition of a church 
budget:

1. A process for allocating resources toward goals by expressing the church’s 
dream in dollars

2. A plan for financing the church’s programs

3. A statement of estimated income and expense over a period of time

4. An authorization to incur expense and to allocate income.

5. A financial plan in writing

The church budget tells who you are—it should reflect the plans and ministries of the 
church. It should not control the ministry but should be a guide for planning for the 
ministry.

The church budget helps the church to implement and prioritize programs or 
ministries of the church at a particular point in time. Members must recognize that the 
budget will change as the church grows or as new programs are included. The church 
budget also helps the church to accomplish the following:

 � Provides a way for church members to work together

 � Gives guidance in distributing available funds

 � Encourages a good accounting of church funds

 � Challenges members to provide the funds to carry out the ministries

 � Authorizes church leadership to act within certain guidelines

When the budget is prepared you must keep in mind the giving potential of the 
members; last year’s budget and variances; and the needs or ministries of the local 
community.

Do not use the church budget to run the organization—rather use it as a yardstick to 
measure and report against—a tool to help your church achieve its goals.
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RECORDS RETENTION
In general records must be kept on file for six years from the end of the taxation year to 
which such records relate. For specific information on specific documents, please verify 
with Canada Revenue Agency.

The following lists those records or documents that must be kept permanently for 
income tax purposes:

 � Minutes of meetings of members and the governing board

 � All documents and bylaws governing the charity

 � Duplicate official donation receipts

 � All records relating to gifts made where the donor directed that funds be held 
for at least ten years.

AUDITS
Unless otherwise stated in your governing documents, an official or formal audit is not 
usually required. In most cases an annual financial review is sufficient. 

A church might consider conducting a formal audit when there is a change in 
treasurers.

RECORDS RETENTION, AUDITS
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GIFTS

GIFTS
Perhaps the most important reason for registering your organization for charitable 
status is the ability to receive gifts for on-going and new programs or ministries and to 
issue official donation receipts to the donor for tax purposes.

Generally, a registered charity can issue official donation receipts for tax purposes 
when the “gift” meets all of the following conditions:

 � There is a transfer of property to the charity (usually money)

 � The property is given voluntarily

 � The donor receives no benefit in return for the gift

Canada Revenue Agency defines a gift or donation to a charitable organization, where 

such gift will qualify the donor for tax relief, as a voluntary transfer of property, 
without consideration, to help the charity pursue its charitable purposes. A gift to a 
charity means that the gift must come under the exclusive control of the charity.

GIFTS-IN-KIND
Gifts other than cash are referred to as “gifts-in-kind” and may be accepted by a 
charity and an official donation receipt may be issued. This does not apply to items of 
little value and there are certain requirements when issuing a receipt for such a gift.

To establish the value of a gift-in-kind where the amount would be over $1000.00, 
the gift should be appraised by an appraiser who does not have a material interest 
in the property being given and who is not associated with the donor or the charity. 
The appraiser should give a written statement of the value of the property before an 
official receipt is issued.

When preparing an official donation receipt for a gift-in-kind, include the date on 
which the donation was received, a brief description of the donation and the name 
and address of the appraiser. (The written statement of the appraiser should be kept 
on file with the charity.)
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GIFTS

VALUE OF SERVICES
You cannot issue an official donation receipt for the value of services donated to a 
charity. Donating services such as time and effort is not a transfer of property. 

A charity can pay for the service and accept the voluntary return of all or part of the 
payment as a donation. In such a case, the charity could then issue an official donation 
receipt recognizing that there was an actual transfer of property. (The donor must 
declare the income he received for his services – both the income and the donation 
will be reported when filing his personal income tax return.)

GIFTS FOR SUPPORT OF SPECIFIC INDIVIDUALS
Funds given to a charity for the support of a particular individual would be considered 
to be a gift to the charity if such individual is:

 � Employed or otherwise under the direction and control of the charity;

 � The duties of such individual are determined by the charity in consultation with 
the individual;

 � The charity determines the maximum amount that is to be paid to the individual 
for personal living and ministry expense; and

 � The donor is made aware that the amounts given to the charity are to enable 
the charity to meet its commitment to the individual.

The donor should also be advised that where the aggregate amount received for the 
support of a particular individual exceeds the charity’s commitment to such individual, 
any excess may be used by the charity to meet its support commitment to other 
individuals carrying on a ministry which is similar to the ministry carried on by the 
designated individual.
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DESIGNATED GIFTS

DESIGNATED GIFTS
Keeping in mind the official definition of “gift”, gifts to special mission offerings, a 
building fund or specific ministries established by the church or charity are acceptable 
if the church or charity has already authorized participation in those areas.

Participation in the International Mission Offering (Lottie Moon Christmas Offering); 
the North American Mission Offering (Annie Armstrong Easter Offering); the 
Canadian Mission Offering; World Hunger or Disaster Relief are all part of who we 
are as Canadian National Baptists. The church is part of the denomination and funds 
designated to these offerings qualify as gifts.

Care should be taken when accepting gifts from individuals where conditions for 
its use are attached to the gift. When accepting gifts with donor designations, the 
church should accept them only where the donation is for charitable purposes 
that are within the corporate powers of the charity and for programs or ministries 
that are board-authorized programs or ministries of the charity. The donor cannot 
control the gift—the charity must control the gift. A charity may not give an official 
donation receipt for a transfer of property that is subject to conditions by the donor.

Perhaps the two most important things to remember in handling designated funds 
are:

1. Once funds are accepted for a specific designation, they can only be used for 
that purpose.

2. Designated funds must not be used to cover income shortfalls even if the intent 
would be to cover or pay back the designated fund as soon as funds were avail-
able..

Policies should be in place for handling designated funds. Such policies will protect 
the church and help in situations where the gift is not appropriate, not helpful or not 
acceptable to the charity.

When a church authorizes a special fund care should be taken in naming the fund. A 
fund called “Mission Trips” will give more flexibility than a fund called “Mission Trip-
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SAMPLE POLICIES RE DESIGNATED GIFTS

1. Funds must be for objects appropriate to our work 
and in harmony with the adopted policies of the 
church.

2. Endowment funds and scholarships shall not be 
named for living individuals.

3. The church reserves the right to accept, deny, or 
negotiate any proposed gift or memorial. 

4. The church reserves the right to re-designate any 
designated fund once the purpose for such a fund 
has been met. Each re-designation shall be reported 
to the church leadership.

5. Funds received for specific missionary support will 
be disbursed only if the missionary has a direct rela-
tionship to the CNBC or to CNBC approved missions 
programs. If the missionary is not so related, then the 
funds are to be returned to the donor.

DESIGNATED GIFTS

Mexico”. [In this example the donor is aware that funds will be used for Mission Trips 
but should the mission trip to Mexico be cancelled, the funds can be used for a mission 
trip to a different location.]  

The only way a specific designated fund can be re-directed so that the funds can be 
used for a purpose other than the original intent is by appealing for court approval.

The Canadian Council of Christian Charities suggest that churches set up a “Designated 
Gift Policy” to ensure that such gifts are handled properly. Such policy will protect 
the church and help in situations where the gift is not appropriate, not helpful or 
not acceptable to the charity. This policy needs to be clearly communicated with 
the donors. The following outlines some basic policies that could be helpful to your 
church:
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ISSUING OFFICIAL DONATION RECEIPTS
It is very important when preparing charitable donation receipts that all information 
is included and recorded accurately. If an official donation receipt includes incorrect 
information, the charity may be liable for penalties and in some instances suspension 
of tax receipting privileges. 

An official donation receipt issued by a charity must contain the following:

 � A statement that it is an “official donation receipt for income tax purposes”

 � The name and address of the organization issuing the receipt as recorded with 
Canada Revenue Agency

 � The organization’s business number as assigned by Canada  
Revenue Agency

 � The serial number of the receipt (maintain strict numerical order)

 � The date the receipt was issued

 � The place where the receipt was issued

 � For cash donations, the day on which, or the year during which, the donation 
was received

 � For property donations other than cash:

 � The day on which the donation was received

 � Brief description of the property

 � Name and address of appraiser of property

 � Full name and address of donor

OFFICIAL DONATION RECEIPTS
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OFFICIAL DONATION RECEIPTS

 � Receipts must be issued in the name of the donor—same name as on the 
cheque

 � The eligible amount of gift for income tax purposes

 � Signature of individual authorized by the charity to acknowledge donations 
(needs to appear on all copies)

 � The statement; “For information on all registered charities under the Income Tax 
Act please contact: Canada Revenue Agency.”  www.cra-arc.gc.ca/charities

REPLACING OFFICIAL DONATION RECEIPTS
A replacement receipt must be clearly identified as a “Replacement Receipt” and must 
also indicate the serial number of the receipt it is replacing.

An official receipt that is spoiled must be marked “Cancelled” and both the original and 
the duplicate must be retained by the charity as part of its records.

OTHER INFORMATION
Official donation receipts should not be issued to acknowledge gifts from other 
registered charities.

If the donor is resident in the province of Quebec, you must issue two official donation 
receipts for income tax purposes with the notation:  “Duplicate for Quebec Income 
Tax Purposes.”

http://www.cra-arc.gc.ca/charities
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ANNUAL RETURN
Canada Revenue Agency requires charities to file an Annual Return (T3010) each year, 
within six months of the organization’s fiscal year end.

The Annual Return forces the charity to review its activities and ensures that they are in 
compliance with the Income Tax Act.

Canada Revenue Agency is committed to ensuring that registered charities file their 
annual return on time. If the charity does not file the return or is late in doing so, any of 
the following may happen:

 � Charitable status may be revoked

 � May be penalized financially—late fees, interest charges ($500.00)

 � Tax receipts to donors may be invalid

THINGS TO REMEMBER:
 � Use the most recent version—the form is constantly being updated—once you 

file, the CRA will automatically send you a return for the next year. You can also 
find the return on the web site: www.cra-arc.gc.ca.

 � Make sure the CRA has a current mailing address so the form and any other CRA 
correspondence gets to you.

 � Do not ignore letters from the CRA.

 � Answer all questions—if lines are left blank it may be rejected as incomplete.

HELPFUL HINTS
1.  When setting up your chart of accounts try to match line items or group line 

items to correspond with CRA’s annual reporting requirements. See section D3 
and D4 of the T3010 Annual Return. (Example:  line items/accounts grouped to 
match CRA line 4500 reporting total Canadian gifts receipted, or line items/ac-
counts grouped to match CRA line 4510 reporting total general gifts received 
from other charities)

2. GST/HST rebate is not income—it is a reimbursement.

ANNUAL RETURN

http://www.cra-arc.gc.ca
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CHECKLIST
Churches may vary in what they expect of their treasurers. However, the treasurer and/
or finance committee would want to ensure that the following is done on a timely basis:

RECEIVING GIFTS
 ✓ Offering counted and deposited (It is recommended that someone other than 
the treasurer count and deposit funds received.)

 ✓ Gifts recorded to ledger

 � General funds—loose and receipted

 � Designated funds—loose and receipted

 ✓ Receipts balanced to ledger

 � General

 � Designated

DISBURSING FUNDS
 ✓ Bills paid as authorized

 � By budget

 � By specific instruction from church

 ✓ Designated funds reconciled and disbursed as specified

 ✓ Payroll

 ✓ Canada Revenue Agency remittance (CPP/EI/Tax)

REPORTING
 ✓ Revenue and Expense Statement (monthly)

 � Comprehensive, informative and communicative

 ✓ Designated Fund Statement (monthly)

 � Comprehensive, informative and communicative

 ✓ Bank Reconciliation (monthly)

 ✓ Official Donation Receipts (annually)

 � Totals balanced to ledger

 � Prepared, signed and distributed, one copy kept on file

 ✓ T4’s Issued  (annually by end of February)

 ✓ New T1223 Clergy Residence Deduction completed  (annually)

 ✓ Annual Return (T3010) completed

 � Deadline for completion is six months after fiscal year end

BASIC CHECKLIST FOR CHURCH TREASURER
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PAYROLL INFORMATION
The Income Tax Act determines that income from employment is determined on a 
received basis after taking into account specific allowable deductions in computing 
the said income. Employment income includes:

 � Salary, wages and other remuneration 

 � Gratuities

 � Benefits received or enjoyed in the year related to employment

 � Allowances (other than exempt allowances)

Some deductions allowed in computing employment income for pastors include:

 � Annual rental value of clergy residence

 � Traveling expense relating to employment (if employee does not receive an 
allowance or reimbursement)

 � Certain office expenses

This is by no means an exhaustive list. If you are not sure, ask! Find out before you do 
your payroll calculations; it will be well worth your time in the long run!

CLERGY RESIDENCE DEDUCTION
The Income Tax Act states that a member of the clergy or a similar individual may claim 
a housing allowance for income tax purposes. In order to qualify for the deduction, the 
individual must meet both of the following conditions:

Status

 � Ordained by a recognized religious denomination, or 

 � A member of a religious order, or

 � A regular minister of a religious denomination.

Function

 � In charge of, or ministering to a diocese, parish or congregation, or engaged 
exclusively in full-time administrative service by appointment of a religious 
order or a religious denomination.

PAYROLL
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In 2001 new legislation went into effect requiring the employee and employer to 
complete a Clergy Residence Deduction form, T1223, which includes a calculation 
worksheet. Whether the accommodation is provided, rented or owned by the 
individual, the deduction is still based on the fair rental value of the home. The new 
legislation also allows clergy to claim the cost of utilities. The worksheet includes all 
the variables and calculates the maximum benefit the member of the clergy may claim 
in any given tax year. 

There are two ways a qualified member of the clergy can receive the benefit of clergy 
residence deduction:

1. Claim annually when filing personal income tax return

2. Apply with CRA for approval to deduct this amount at source so that it is de-
ducted in regular payroll calculations 

If the employer is to deduct this benefit when calculating payroll, there must be a 
letter on file from CRA approving the deduction. Form T1213 “Request to Reduce Tax 
Deductions At Source” must be completed by the employee each year and sent to 
CRA for approval. CRA will provide a letter to give such approval and this benefit can 
then be used in payroll calculations. It is recommended that this document be sent in 
October or early November each year to ensure a timely response from CRA.

Clergy Residence Deduction affects payroll in the following ways:

 � The housing amount should be reported as part of the total income (gross 
income) on the individual’s T4.

 � You do not calculate Canada Pension on the housing amount nor do you deduct 
income tax.

 � You do calculate Employment Insurance on the housing amount.

Note re T4 preparation

On the T4, Box 14 includes salary and housing but Box 26—Pensionable Earnings is 
reduced by the housing amount.

PAYROLL
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GIFTS IN CASH OR IN KIND TO AN EMPLOYEE
The CRA interprets such gifts as a “benefit of employment” and therefore the value 
must be included in payroll calculations. The only exception is in respect to Christmas 
or wedding non-cash gifts which do not exceed $500.00.

Some churches collect personal gifts from individual members of the congregation for 
their pastor at Christmas time. The amount collected is given directly to the pastor. This 
amount is not included in the income or expense of the church and individual donors 
to not receive tax relief for such gifts. The practice is not to treat such a gift as income 
for income tax purposes.

SAMPLE PAYROLL CALCULATION

This sample is for a pastor who is earning an annual salary of $48,000.00. The church 
also pays for group insurance and $1800.00 to a Retirement Savings Plan. The 
following shows how to calculate the monthly deductions.

A. Salary 4000.00

B. RSP 150.00

C. Taxable Life Ins Benefit 45.26

D. Taxable LTD Benefit 54.36

 Sub Total 1 4249.62

E. Less Housing (CRD)* 1383.34

 Sub Total 2 2866.28

PAYROLL
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FROM CRA TAX TABLES:

No CRA Approved Clergy Residence Deduction

 � Canada Pension deduction based on Sub Total 1 

 � Employment Insurance deduction based on Sub Total 1

 � Income tax withheld based on total of A+C+D 

Approved Clergy Residence Deduction at Source

 � Canada Pension deduction based on Sub Total 2

 � Employment Insurance deduction based on Sub Total 1

 � Income tax withheld based on total of A+C+D-E

NOTE:  The employer should have the following forms on file, for each employee, for 
audit purposes:

 � Letter of employment

 � TD1 Federal

 � TD1 Provincial

 � T1223 Clergy Residence Deduction

 � Copy of letter from CRA approving residence deduction used at source

PAYROLL
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A charity may pay a reasonable travel allowance for the purpose of carrying out 
employment duties. Such reasonable allowance is not included in the employee’s 
income if the following criteria are met:

 � The travel allowance must be based solely on the number of kilometers driven 
in connection with employment duties.

 � The travel allowance must be based on a travel log kept by the employee. (If 
there is no travel log or accurate record of distances traveled, the entire travel 
allowance is considered employment income and therefore taxable.)

In other words, a per kilometer reimbursement is the only acceptable method of 
providing tax free allowance to an employee for the use of his vehicle in connection 
with employment duties. 

An employer may make monthly advances to cover travel expense provided that 
there is an annual determination of appropriate kilometer based allowance and 
an accounting at the end of the year to reconcile advances to actual permitted per 
kilometer allowance. If an excess has been paid out, the employee must repay the 
excess amount to the employer.

Where the church cannot afford to pay an actual travel allowance but the employee 
is required to travel and will have expense related to employment, the employee 
may claim all actual expenses against his income. In order to claim this expense 
against income, CRA form T2200, Declaration of Conditions of Employment, must be 
completed by the employer.

If a travel allowance is paid out and not included in income, the employee is generally 
not entitled to claim his or her actual expenses, even where these expenses exceed 
the allowance. [Note:  Churches might want to look at this matter carefully to give 
the pastor the best benefit. If the allowance set by the church is significantly less 
than actual expenses, the church could add the travel allowance to the salary and the 
employee could then claim the actual business travel expense using form T2200.]

Where travel expense is calculated and paid based on kilometers driven, the church 
treasurer should make a calculation of GST and claim back the rebate amount (50% 
for religious organizations). The formula for calculating the GST amount on travel 
reimbursement is:

Total kilometers x Reimbursement Rate per km x 5  =  GST
105

TRAVEL ALLOWANCE
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BENEFITS PLANS
The CNBC offers a couple of plans to help the local church provide benefits for pastors 
and staff.

Retirement Savings Plan

In an effort to have a church plan for her pastor’s retirement, the CNBC set up a group 
RSP with Standard Life. This plan is open to all pastors and staff of the CNBC. The 
group plan offers flexibility in investment options; no fees; no minimum deposit; and 
members have direct access to their account information.

For more information or an application form, please contact the convention office. 
Contributions should also be made through the office.

Group Insurance Plan

Another way that the CNBC wants to help pastors and churches is through a group 
insurance plan set up with Equitable Life. This plan offers the following benefits:

 � Life insurance

 � Dependent life insurance

 � Accidental death/dismemberment insurance

 � Short term disability (flex plan 1)

 � Long term disability

 � Extended health (supplemental to provincial health coverage)

 � Dental

We encourage churches to enroll their pastors. Some churches will pay the total 
premium while some will pay part of the premium, sharing the expense with the 
employee.

Barb Fisher, (Human Resources) can handle your general inquiries. You can contact her 
at bfisher@cnbc.ca or 1-888-442-2272 Ext 123. The CNBC group plan is with Equitable 
Life and is administered by Morneau Shepell.

If a church decides to participate in the plan, it must include all staff. New pastors 
should be enrolled within 30 days of employment. If the enrollment is delayed, a 
medical may be required, at the employee’s expense, and the first year coverage may 
be limited.

BENEFITS AVAILABLE FOR YOUR PASTOR
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HST/GST
The GST is generally a tax imposed on transactions that take place in the course of a 
commercial activity. Charities are an exception to this general rule and provision has 
been made for them to claim back a portion of this tax.

In order to claim the HST/GST Rebate, the organization must have a system in place to 
account for the HST/GST paid and must retain documents to support the claim. Such 
documentation must include the receipt or invoice that was paid which clearly shows 
the HST/GST amount and indicates the vendors HST/GST registration number. 

HST/GST rebates are claimed on form GST66 for the GST (federal) portion and form 
RC7066-SCH for the HST portion.

Rebate Factors

HST/GST REBATE
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If your church owns its own building and property, it is acceptable to rent those 
facilities out and to charge for the use of the facilities.

Care should be taken to set basic policy stating that the rental of the facility is based 
on availability and can only be used for events appropriate to the purpose of the 
charity. Although as defined by CRA a charity does not own its property merely for 
its own benefit, the charity does have the right to ensure that its property is used 
exclusively for the charitable purpose for which donations were received.

The following summarizes some areas where your church might charge for rental of 
your facilities:

 � Renting to another registered charity with purposes that are the same or 
compatible with your purposes

 � Renting to community groups whose basic purposes are not in conflict with 
your purposes

 � Renting to groups or individuals for private or personal functions

 � Renting to commercial entities

Keeping in mind CRA’s definition of a charitable organization, CRA says that fees 
charged for the rental of your church facilities for individuals or private functions 
must be the same for non-members as it is for members.  If your church members 
and donors receive preferential treatment over non-members (a lesser charge or no 
charge at all), the church is providing an advantage to its members. If a member does 
get an advantage, the church must consider the fair market value of the advantage 
this member would receive over the whole year and then report it against the 
member’s official donation receipt for the year.

Before you rent out your facilities, you should have policies in place that outline 
expectations and requirements. This documentation might include:

 � An agreement form (signed by renter to acknowledge the policies, expectations, 
requirements)

 � Certificate of insurance (renter assumes liability)

 � Checklist of rooms being used

 � Statement outlining allowable activities that would be in line with your 
charitable purpose

CHURCH FACILITIES AND PROPERTY RENTALS
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BENEVOLENCE
History shows us that the church has always been involved in benevolent ministry 
and by their very nature they are motivated to help those in need. However, churches 
must understand the difference between public and private benevolence. It is not 
appropriate for a church to be involved in private benevolence or to act as a channel 
for private benevolence.

Churches should have policy in place that governs benevolent ministries and guards 
against activity becoming private benevolence. If there is no policy in place there is a 
danger of acting based solely on relationship and emotion. The church cannot act as 
a conduit for private benevolence.

Gifts given to the church in support of benevolent ministries must be given to the 
church to use for its programs. The donor cannot designate who will get the gift. The 
church must be in control of such gifts and decide where the need is and how to 
best meet the need.

Some guidelines or questions that your church should consider include the following:

 � Clear purpose statement and objectives for benevolence ministry

 � Open to members and non-members

 � How the church will determine the need?

 � Priorities if such funding is limited

 � Establish a reasonable amount of assistance

 � Who will administer the funds?

Church benevolence must be a program of the church, defined by the church and 
controlled by the church.

CHURCH BENEVOLENCE – PUBLIC OR PRIVATE
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RISK MANAGEMENT
Is your church a “safe” place? Churches must take simple, concrete steps to increase the 
safety and responsibility of its employees and reduce the risk of legal liability. Written 
policies will indicate that such an effort has been made.

Today churches are being named as defendants in litigation throughout the country. 
The buzz work is negligence: omitting to do something which a reasonable person 
would do or doing something which a prudent person would not do. Actions, lack of 
actions or any conduct that creates an unreasonable risk of harm to another person or 
to their property is considered to be negligent.

Your church should put together policies and procedures that will:

 � Protect those in your care, be they children, youth and/or adults;

 � Protect your volunteers and employees;

 � Help avoid litigation that drains both time and money;

 � Provide a witness to the community that your standards are above reproach.

The CNBC has some samples available to help you as you develop policies that will fit 
your circumstances. We would caution you not to just adopt someone else’s policies 
but rather to use them as a reference point and adopt policies that are your own. Once 
you have such policies in place make sure that you follow them.

The CNBC’s liability insurance does not cover CNBC churches. It is specific for events 
and ministries of the denominational office. The CNBC does not sell insurance. Our 
agent is very familiar with the workings and insurance needs of the local church. If you 
have questions or concerns, feel free to contact him.

Mel Snyder

Robertson Hall Insurance

#3, 1335 Trans Canada Way SE

Medicine Hat, AB  T1B 1J1

Phone:  403-488-8441

msnyder@robertsonhall.com

CHURCH ADMINISTRATION – RISK MANAGEMENT
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The following check list will give you some good ideas and an outline of where you can 
start on the road to improving and implementing measures to keep your church safe!

CHECKLIST—WHAT DOES OUR CHURCH NEED TO DO?

√ Put an “Abuse Prevention Plan” into place

Suggestions:

 � Adopt a church safety program which specifically states that all employees and 
volunteers are required to exercise caution at all times

 � Provide detailed job descriptions for all employees and volunteers

 � Maintain adequate insurance coverage

 � Avoid high-risk activities (such as youth group going mountain climbing)

 � Educate parents and participants about any planned activity that might involve 
risk and have appropriate waivers signed

 � Have a screening application for volunteers and employees working with 
children and youth

 � Make sure there is adequate number of adult supervisors for activities with 
children and youth

 � Assess property for potential accident spots

 � Keep property in repair

 � Open door policy for Sunday School class rooms 

 � Discourage situations in which one adult volunteer is working alone with 
children

 � Identify permissible and unacceptable touching and disciplining of children

CHURCH ADMINISTRATION – RISK MANAGEMENT
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√ Set up guidelines for employees and volunteers

 � Put guidelines in writing—state clearly your expectations

 � When hiring be sure to (1) check references (2) conduct a personal interview (3) 
do a criminal record check

 � Provide new employees with “letter of employment” outlining remuneration 
and expectations

 � Be familiar with your province’s Employment Standards Act

 � Establish a waiting period before volunteers are allowed to work with children

√ Know and understand your legal obligations 

 � Payroll taxes

 � Charities accounting act

 � Charitable gifts

 � Annual return

 � Employment standards act

√ Establish guidelines for the use of church property

When you put such guidelines in writing, not only will your membership be aware 
of the requirements, but outside parties wishing to use your facilities will clearly 
understand the expectations. Such policies help to strengthen your position without 
the appearance of being inconsistent or arbitrary in allowing someone to use your 
facilities or not allowing them to do so.

When outside parties are using your facilities, it would be a good idea to have them 
sign a waiver of legal liability against your organization for anything that might 
happen during their activity and/or proof of their own liability insurance.

CHURCH ADMINISTRATION – RISK MANAGEMENT
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√ Set up risk management committee—assign responsibility

Oh no … not another committee!!  Have a person or a team be responsible in this area 
… their assignment would include getting policy and procedure into place, helping 
to develop a sense of caution and prudence, reminding members of church safety 
policies and reviewing policies on an ongoing basis.

Please understand that we are suggesting a need for awareness and action where 
required. We are not trying to promote an action that would consume the ministry of 
the church or in any way be a detriment to the ministry of the church. Good “safety” 
measures should enhance the ministry of the church.

√ Check and evaluate your current insurance

 � Does your church carry liability insurance?

 � How much?

 � How much does your church need?

√ Other considerations … counseling, management, minutes

Counseling

Care should be taken in limiting counseling activities within the professional limits, 
expertise and training of the counselor Decline any cases that require specialized 
requirements.

Have those seeking counsel sign a written agreement in advance that acknowledges 
the scope and limitation of the services offered and releases the organization from any 
legal liability.

Boards, Church Council, Leadership

Who would be included in the “management” of your church?  Who would be 
considered the responsible parties?

It is important to keep good official minutes that document the policies and 
procedures of the church.

CHURCH ADMINISTRATION – RISK MANAGEMENT
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