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Introduction

The Niagara Enterprise Agency was contracted by Industry Canada in October of
1999 to research the financing needs of the voluntary sector. The purpose of
the report will be to use the findings, along with other qualitative data, to make
recommendations on the development of a voluntary sector pilot project under
the Canada Small Business Financing Act (CSBFA). The purpose of the pilot is to
test the feasibility of making CSBFA loan guarantees available to voluntary sector
organizations.

Terms of Reference

The terms of reference for the project were to develop a taxonomy of the
voluntary sector that outlines the different types of organizations that exist, their
distribution and numbers. Analysis was to focus on the sector’s needs and
include a profile comparison between typical small and medium-sized enterprises
(SMEs) and small and medium-sized volunteer sector organizations (VSOs).
Essentially, the project was to describe the sector and its potential financing
needs in order to provide context for the CSBFA pilot project.

Analysis was to be conducted using a relevant sectoral classification system
based on a breakdown of economic activity.

Comparable data on SMEs was to be sourced in conjunction with research
conducted or published by Industry Canada. A comparison was to be conducted
between the economic profile of typical SMEs and small and medium-sized VSOs
by sector, region, size and other applicable criteria.

- This report would also include macro-economic analysis of variables such as

overall employment of the sector, contribution to the national GDP, export of
products and services and other pertinent data, in all, to assess this sector’s
overall economic impact.

Definitions

For the purpose of this report, the voluntary sector is defined as being made up
of organizations which are legally prohibited from distributing profits or financial
surpluses to those who own or control the organizations. In a general sense, that
covers all organizations which could be defined as “non-profit” or “not-for-profit”.
Information on these groups is very limited and scattered by various definitional
differences from one examining body to the next. The best government statistics
that separate this sector from the for-profit side are from Revenue Canada.
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Revenue Canada divides the voluntary or non-profit sector into two broad
classes: organizations that are registered as charities, and those that are not.
This report divides the sector along similar lines, using the term Charities to refer
to those registered with Revenue Canada as charities, and Non-Profit
Organizations (NPOs) to refer to all those in the voluntary sector which are not
registered as charities. The term Voluntary Sector Organizations (VSOs) refers to
the combination of these two sides, representing all groups that do not fit into
the for-profit sector.

Data Availability

Data on registered charities was available from Revenue Canada based on
Information Returns filed. One of the challenges was that the most up-to-date
statistics were from 1995. Revenue Canada is still conducting data integrity
checks on later returns. See Appendix One for the Registered Charity Information
and Public Information Return.

Great difficulty was experienced in sourcing data on non-profit organizations
(NPOs). As many sector experts have noted in the past, very little data exists on
this side of the voluntary sector!. One of the tracking mechanisms reviewed for
data was income tax returns. The challenge in relying on this data for NPOs is
that there are a great deal of NPOs that fail to file returns. Only those with
fevenues greater than $10,000 and whose total assets exceed $200,000 are
required to complete Revenue Canada'’s Non-Profit Information Return (T1044)
each fiscal period?. (See Appendix Two for the Return form). This requirement
has only been in place since 1993, and many NPOs that established prior to that
year may not be aware of the obligation to file. Total returns for NPOs filed in
1997 were 7,703%. It has been estimated by some sources that the total number
of enterprises in the voluntary sector is as high as 175,000, of which charities
represent 45%. This would mean that a significant segment of the voluntary
sector is unreported.

To our knowledge, there is only one other source of NPO data and that is the
Business Register provided by Statistics Canada. The register includes:

o Businesses that are registered for GST
o Businesses that make payroll deductions
e Businesses that are incorporated either federally or provincially

! The Voluntary Sector in Canada: Literature Review and Strategic Considerations for a Human Resources
Sector Study, April 1998, Canadian Centre for Philanthiropy and Canadian Policy Research Network

2 Revenue Canada, Income Tax Guide to the Non-Profit Organization (NPO) Information Return

3 Revenue Canada, NPO Master Database, Special Tax Statistics Section, R99125T, 1997 Returns
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The information supplied for this report from Statistics Canada included 4 of 20
categories: ‘

111002~ Non-Financial, Incorporated, Private

112102- Non-Financial, Unincorporated Employers, Private
112202~ Non-Financial, Own Account Workers, Private

150002- Non-profit Institutions Serving Household Sector, Private®

This excluded Non-Financial Public businesses, any Financial Sector businesses,
and public sector (government) organizations. A more complete picture of the
sector (including charities) would come from all categories including government
hospitals, teaching institutions, and health while noting which are specifically
government versus funded by government.

Charities, however, are included in the business register statistics, so it is difficult
to separate out data solely for NPOs and causes duplication of charitable
information data reported by Revenue Canada. As Revenue Canada returns
provide the most comprehensive data required for this report on charities and
NPOs, it was determined that these would be the primary source upon which to
base our findings.

Information was not available on Assets and Liabilities from which to analyze
debt ratios for total sector small and medium-sized enterprises (SME). Retail SME
data on debt ratios was sourced from the Retail Council of Canada, which was
used as being representative of the SME sector for comparison purposes. SME
remuneration and employment information was available through Statistics
Canada.

Data Reliability

On the charitable side, since charities are regulated due to their ability to issue
tax receipts, data is tracked by a separate division of Revenue Canada. The
most up to date figures from Revenue Canada are based on 1995 filings of
T3010 information returns.

One caution about using these figures emanates from the concerns raised by the
Canadian Centre for Philanthropy in its “Portrait of Canada’s Charities”. Author
David Sharpe noted,

“an initial examination of the T3010 data provided by Revenue Canada
raised a number of concerns about the reliability of the financial data. In a
small number of cases, there were simply no financial figures at all or they

4 Statistics Canada, Small Business and Special Surveys Division, 1999
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were incomplete. In some instances there were errors of arithmetic. In
other cases, the financial figures provided were obviously too low. >

In July of 1999, in conjunction with the Panel on Accountability and Governance

in the Voluntary Sector (known informally as the Broadbent Report, after panel

chair Ed Broadbent), Revenue Canada’s Charities Division produced a report on
1995 returns. In response to the reliability issues raised by CCP, as noted above,
it stated the following:

“This... problem [of reporting financial figures that were obviously too low
is] related to situations where registered charities reported their finances in
thousands of dollars and failed to indicate the last three zeros on their
forms... Once corrected, the new total revenue figure for universities was
approximately two times higher than the original figure had been.
In considering the 1995 T3010 data file, returns for the majority of
Canadian universities and a number of hospitals were manually reviewed
against information in the CARE system. Where the ($000) problem was
identified, the data was corrected. However, it is possible that similar errors
may exist for other categories of charities.
In terms of potential problems with charities not reporting financial
information or arithmetic errors, a definitive statement on accuracy cannot
- be provided since only those charities that were subject to departmental
audit would have had complete validity checks on the information
reported...5”

In our experience on this project, we also found a number of instances where
Revenue Canada data included reliability issues.

1. Two different documents were reviewed based on the same filing year
(1995) where revenue figures could not be reconciled.

2. For at least two different category codes, revenue figures, receipted
income and/or grants and payment figures were greater than total
receipts.

In the latter case, Revenue Canada attributed this to a number of possible
reasons including data reported incorrectly on the T3010 return, no system
validity checks at the data entry level for totals, keying errors, etc. Revenue
Canada is currently conducting a “data integrity review” of the 1995 and 1997

5 Canadian Centre for Philanthropy, “A Portrait of Canada’s Charities” by David Sharpe, 1994, page 58

¢ Government of Canada, Privy Council Office, Supplementary Paper D, “Analysis of Returns of Registered
Charities (1995 Filing Period)” July 28, 1999, Charities Division, Policy and Legislative Branch, Revenue
Canada, Section 2 i
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data from T3010 returns in their database. The review is not expected to be
completed before the year 2000”. -

Classification Systems

In attempting to decide which classification system to use for this project, a
variety were reviewed.

Source

Classification

Method

Method
Measures

To Be

Used For

 Advantages

Disadvantages

Revenue | Designation Pub. Found. Charities Segregates those No detail on charitable
Canada Pvt. Found. organizations giving versus organization breakdown
Char, Org. receiving
Sector Welfare Charities Provides greater detail on Foundations are mixed in
Health activity with charitable organizations
Education
Religion
Ben. to.
Community
Other
Category Code Charities Provides detailed breakdown | Codes only allow for one
48 sub of organization’s activities. election regardless of
-categories of Data is available through its | whether the organization is
each sector Charities Division involved in a number of
activities.
Election is made when charity
initially registers so there is
no allowance for updates
upon evolution.
Includes Foundations so
double counting occurs.
Difficult to compare to other
methods such as NAICS.
Johns International 11 categor. Charities Simplistic method that has Not widely used in the US
Hopkins | Classification Cult. & Rec, been used internationally to | and Canada.
Univers. | Of NPOs Educ. & measure and compare
(INCPO) Research various countries’ voluntary
Health sector
Soc. Service
Environment
Dev.& Housing
Civic & Advoc.
Philanthropy
intl Act.
Bus. Assoc.
Other
Revenue | Organization 9 types: NPOs Provides separate data on Does not correlate with
Canada Type Rec./Soc. NPOs method used in the Charities
Prof.Assoc. Division of Revenue Canada.
Bds. Of Trade Types are self-designated by
Civic Improv. the organization with little

" Reverue Canada, Charities Division, 1999
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Agricultural explanation to ensure
Educational consistency.
Multicultural
Art/Cultural
Other
Internal | National 10 major Charities | The IRS has used NTEE Not accepted internationally.
Rev. Taxonomy of | categories, and NPOs | since 1995. ' Used mostly in the US,
Service | Exempt 26 major Currently used by leading
(IRS) Entities (NTEE) | groups, 645 NPO information resources.
Created by the | sub-groups Eventually all voluntary
National sector will carry NTEE codes.
Centre for
Chatitable
Statistics at
Independent
Sector
Varied North Detailed info All Spans all kinds of economic | Provides few categories for
American on various activity, StatsCan data is non-profits.
Industry sectors. sorted by NAICS. Easier to | Difficult to compare data from
Classification Replaced ‘compare with SME data. this method to other non-
System Standard International system used profit methods.
(NAICS) Industrial by US, Canada and Mexico.
Classification
' Codes (SIC) ‘
Canadian | Charity Types | 6 types: Charities Based on Revenue Canada’s | Not widely used. Difficult to
Centre : Pub. Found. category, sector & convert to this system with
for Pvt. Found. designation codes. Revenue Canada data unless
Philan- Hospital Advantages are that available by record.
thropy Religious foundations are separated :
(ccr) Teach. Inst. out so duplication or double
Other CO counts are eliminated.

Based on the availability of data, Revenue Canada’s classification methods for
Charities and NPOs were used. No cross-referencing of types between these two
methods was possible however due to the aggregate nature of the data.

N

Background on the Canada Small Business Financing

On April 1, 1999, the federal government formally replaced the Small Business
Loans Act (SBLA) with the Canada Small Business Financing Act (CSBFA).

The new Canada Small Business Financing (CSBF) Program follows much of the
same criteria for eligibility and goals as its predecessor. Both programs were
designed to make it easier for small businesses to get loans to finance the
purchase or improvement of fixed assets for new or expanded operations.

Under the program, financial institutions can make loans of up to $250,000, with
a maximum term of 10 years, to individual small businesses whose gross annual
revenues will not exceed $5 million in the year the loan is approved. The
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government guarantees to cover 85 percent of the loss if the loan goes into
default®. | '

Money raised from the loans may be used to finance up to 90 percent of the cost
of the asset, including non-refundable taxes and duties.

In fiscal year 1997-98, the SBLA program involved more than 28,700 loans

amounting to nearly $2 billion in lending. The average loan size was $67,880.

Of the loans made in 1997-98,

« $1.360 billion or 73.4 percent, was used to finance the purchase, installation,
renovation, improvement and/or modernization of equipment;

« $238 million, or 12.8 percent, was used to finance the renovation,
improvement, modernization, construction and/or purchase of premises;

o $237 million, or 12.8 percent, was used to finance the purchase of land; and

« $18 million, or 1.0 percent, was used to finance the 2-percent loan
registration fee®

As indicated in these statistics, this program provides much needed support to
the SME sector. This is why it is being viewed as a potential answer to some of
the financing needs of the voluntary sector.

Some SMEs however, will be opposed to opening up the Canada Small Business
Financing Act program to the voluntary sector. That point was made clear when
the Canadian Federation of Independent Business, representing 90,000 small
and medium-sized independently owned firms in Canada, appeared before the
Standing Committee on Industry.

The CFIB said SMEs already complain on a regular basis about unfair competition
from establishments that do not pay taxes—competition which has undoubtedly
become stronger in recent years, as VSOs look to expand their revenue base by
providing more services which may encroach on private sector enterprises. “We
have serious concerns that voluntary sector establishments receiving financing
under CSBFA will give these enterprises a further competitive advantage...,” the
CFIB said in its written submission™.

The CFIB fears that opening up the CSBFA to a broader range of eligible
operations could ultimately put the entire program at risk. If a need to include
the voluntary sector was clearly determined, the CFIB is urging the government

8 Canada Small Business Financing Act, 1999/02/10, ss 6(2),

® Small Business Loans Act Annual Report 1997-1998, Industry Canada

10 Standing Committee on Industry, re: Bill C-53, The Canada Small Business Financing Act (CSBFA),
submission by Brian Gray and Garth Whyte, Canadian Federation of Independent Business, October 21,
1998
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to establish a separate program (such as the Voluntary Sector Financing Act)
instead of expanding the CSBFA,

The Voluntary Sector: A Taxonom

Overview

The voluntary sector in Canada has traditionally been under-valued. When many
people think of this sector, the image that comes to mind is of local food banks
or church-run bingo games raising a few dollars here and there for a good cause.
When the facts are examined and the sector viewed as a whole, however, it
becomes clear that registered charities and non-profit organizations, which
comprise the voluntary sector, have a massive impact on Canada’s economy.

with annual revenues approaching $75 billion,*? the voluntary sector dwarfs
many other higher-profile manufacturing and service sectors. To put it in
perspective, the charitable sector is comparable in size to the entlre economy of
Alberta and is 50% greater than the entire Atlantic region’s GDP.'?

Just as important to its direct contribution to the national GDP, though; is the
contribution the sector makes to employment through both paid and unpaid
labour. Nearly one in ten Canadians are employed by VSOs, of which two-thirds
are full time."

In addition, VSOs employ the services of over 1.6 million volunteers per month®,
Calculations based on figures from the Canadian Centre for Philanthropy show
that more than $37.5 billion of non—government money was pumped into
charitable services across the country in 1993. These are services which—if not
for volunteers—would have had to be paid for by governments already struggling
under heavy debt.

Without the contribution of the voluntary sector, Canadians would undoubtedly
face the no-win choice of having many vital services eliminated or having their
taxes increased significantly. Furthermore, the importance the sector plays in our

' Tbid

12 Revenme Canada, Charitable Information Returns for 1995 and NPO Returns for 1997

'3 Statistics Canada, CANSIM, Matrices 9015-9026, 1995

14 Canadian Centre for Philanthropy, “A Portrait of Canada’s Charities”, 1994

15 “The Voluntary Sector in Canada: Literature Review and Strategic Considerations for a Human
Resources Sector Study”, Canadian Centre for Philanthropy and Canadian Policy Research Networks, 1998
16 Canadian Centre for Philanthropy, “A Portrait of Canada’s Charities”, 1994


















Financing Needs of the Voluntary Sector--15

their revenues come from this source. Because Revenue Canada information
combines Foundations with other Charitable Organizations, these statistics can
be a bit deceiving. Hospitals and Teaching Institutions both typically set up their
own separate foundations to conduct their non-operating budgetary fundraising

- which is a large contributor to overall revenues, and in particular, asset

purchases.

The range of dependence on Other Income lessens in this category of revenues.
Proportionate dependencies range from a low of 28% for Hospitals and Teaching
Institutions to a high of 44-46% for Community Benefit and Religious
Organizations.

The most evenly weighted revenue source mix is experienced by the charity type
of Other. This group appears to be less vulnerable to one particular source.
However, as the propensity of governments to provide funding declines in this
era of frugality, other types of charities will be looking for additional revenue
sources. These types of charities may attempt to change the mix so these ratios
of revenue sources may be significantly different in the years to come.

The diversity of revenue base changes considerably when a provincial
perspective is taken. In 1997, CCP published "A Provincial Portrait of Canada’s
Charities” based on 1994 Revenue Canada returns filed. :

Table 5 — Provincial Breakdown

of Revenue Sources for
Hospitals

Gov't Earned Private

Income Giving

Newfoundland 88 11 2
PEI . 31 66 2
Nova Scotia ) 66 31 4
New Brunswick 63 36 0
Alberta 81 18 1
British Columbia 85 14 1
Northwest Territories 95 5 0
Yukon 98 2 0
Quebec 87 11 2
Ontario 64 34 2
Manitoba 53 45 1
Saskatchewan 86 10 4

Source: A Provincial Portrait of Canada's Charities, Canadian Centre for Philanthropy (1997)

In this report, a complete breakdown by charity type, revenue source and
provinee is included. One specific example shown in Table 5 is Hospitals. The
proportion of government funding ranges from a low of 31% in Prince Edward
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Island (PEI) to a high of 98% in Yukon—a vast difference. Conversely, Earned
Income varies from a low of 2% in Yukon to a high of 66% in PEL®

Unfortunately, provincial data was not available in the sample data that was used
for this report so an update of this analysis is not possible.

On the Non-Profit side, overall government funding sources accounted for only:
16% of total revenues, making this sector much less dependent and vulnerable
to cuts. When NPO Types are analyzed in Table 6, the dependency ranges from
a high of 39% of revenues for Arts/Cultural Organizations to a low of 2.1% for

Agricultural Organizations.

Table 6 - Percentage of Revenue Sources by NPO Type

NPO Type Gifts Grants and Other Total Receipts
Payments Income

Recr./Social $6,815,763 $53,747,668 $728,759,881 $789,323,312
% of Total Rec. 0.9% 6.8% 92.3%

Prof.Assoc. $3,725,887 $27,833,854 $1,029,520,458 $1,061,080,199|
% of Total Rec. 0.4% 2.6% 97.0%

Bd.Trade/Chamber  $1,001,897 $8,767,516 $97,869,759 $107,639,172
% of Total Rec. 0.9% 8.1% 90.9%

Civic $6,155,697 $174,296,597 $712,300,175 $892,752,469
% of Total Rec. 0.7% 19.5% 79.8%

Agricultural $1,187,871 $44,744,948 $2,085,260,286 $2,131,193,105
% of Total Rec. 0.1% 2.1% 97.8%

Educational $8,875,899  $112,000,279 $246,343,013 $367,219,191
% of Total Rec. 2.4% 30.5% 67.1%

Multicultural $230,293 $9,236,590 $22,919,215 $32,386,098
% of Total Rec. 0.7% 28.5% 70.8%

Arts/Cultural $5,406,470 $56,193,892 $82,891,661 $144,492,023
% of Total Rec. 3.7% 38.9% 57.4%

Other Types $49,523,823 $1,643,326,056 $6,390,689,373 $8,083,539,252
% of Total Rec. 0.6% 20.3% 79.1%

TOTAL NPOs $82,923,600 $2,130,147,400 $11,396,553,821 $13,609,624,821

0.6% 15.7% 83.7%

Source: Revenue Canada, NPO Master Database,
1997 Counts and Amounts

Due to the fact that charitable receipts cannot be issued by NPOs, it is not
surprising that Gifts only represented 0.6% of total revenues. The highest

proportion of donations is Arts/Cultural Organizations at 4%.

36 Canadian Centre for Philanthropy Research Bulletin Vol.4, No.2 &3, “A Provincial Portrait of Canada’s

Charities”, Spring/Summer 1997, Michael H. Hall
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The balance is therefore Other or Earned Income, which is composed of
Membership Fees and Dues, Interest, Dividends, Rentals and Royalties Received,
Proceeds of Disposition of Capital Property, Gross Sales from Organizational
Activities and Other Receipts. Once again, this ranges from 57% to 98% for
Arts/Cultural Organizations and Agricultural Organizations respectively.

No provincial breakdown was available for the sample data used in this report.

Employment

The NPO data from Revenue Canada did not include employment figures as this
is not required on the information return that is filed. What is reported instead is
the number of members as well as the number of members who received
compensation. For 1997, the latter figure was reported to be 1,286,000.% This
does not however, reflect the number of paid employees and so, no data is .
reported for this.

As the charitable sector portion of our sample data did not include detailed
employment information, our analysis in this section will rely primarily on CCP's
1993 Portrait Report.

TABLE 7 — Charitable Sector
Employment

Compared to Other Sectors of the
Economy

1993 % of
Lab.Force

CCP Data (1993)*
Charitable Employment (1993) 1,321,400 10%
Statistics Canada (1993) ¥
Employed Labour Force, Cda 13,014,700,
Statistics Canada (1992)%
Goods Producing Sector 36282000 24%
Manufacturing 2,067,0000 13%
Construction 737,100 5%
Finance, Insurance, Real Fstate 846,700, 6%
Public Administration 791,200 5%

The 1993 data included in Table 7, based on data from the Portrait Report by
CCP, indicates that the charitable sector provided paid employment to over 1.3
million Canadians, 877,300 of them full-time and 444,160 part-time.* This report

37 Revenue Canada, NPO Master Database, 1997 Counts and Amounts
38 .
Tbid
39 Statistics Canada, Cat.No.71-201-XPB, Historical Labour Force Statistics
40 Statistics Canada, (Sept.1993, Cat. No. 11-010)
4! Canadian Centre for Philanthropy, “A Portrait of Canada’s Charities”, 1994
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also outlines that Hospitals employ more than any other Charity Type — 468,000
people or 35% of the overall sector employment. Conversely, Community
Benefits employed the least at 5% or 71,000 people.*

Paid employment figures alone do not accurately reflect the amount of labour
that is involved in this sector. Volunteers, in the charitable sector in particular,
form a huge part of the manpower required to carry out activities. A survey
conducted by the Canadian Centre for Philanthropy in 1993 found that registered
charities rely on 1.6 million Canadian volunteers, or 6% of the population, in a
typical month.*® Furthermore, 70% of charities reported using volunteers on a
regular basis and 23% utilized over 21 employees per month.*

Little if any data appears to exist on volunteerism in the NPO sector. It is
believed that they would not rely on volunteers to the same extent that charities
do. However, if the total employment of the sector, including volunteers and paid
staff, was quantified, it would undoubtedly dwarf many other, higher profile
sectors.

Remuneration
A B Basa
Organization Total Total % of A
Code Revenues Remuneration

Recreational or social $789,323,312 $705,449,539 8%.4%
lorganizations
Professional associations $1,061,080,199 $270,603,858 25.5%
Boards of trade or chambers of $107,639,172 $35,068,582| 32.6%
commerce
Organizations operated for civic $892,752,469 $212,984,786 23.9%
improvement
[Agricultural organizations $2,131,193,105 $66,508,579 3.1%
Educational Organizations $367,399,191 $127,547,109|  34.7%
Multicultural organizations $32,386,098 $9,614,835 29.7%
Arts or cultural organizations $144,492,023 $62,713,659 43.4%
Other types $8,083,539,252| $1,973,961,442 24.4%
Total ' ' $13,609,804,821| $3,464,452,389 25.5%

Source: Revenue Canada, NPO Master Database, 1997 Counts and Amounts

From the NPO sample data shown in Table 8, total remuneration and benefits to
all employees and officers in 1997 was approximately $3.5 billion.* Again, as

42 11.:
Tbid
3 Canadian Centre for Philanthropy, “A Portrait of Canada’s Charities”, 1994
44 .
Tbid
5 Revenue Canada, NPO Master Database, 1997 Counts and Amounts
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noted in the employment section, this number is a conservative one because of
the data gaps on NPOs that did not file with Revenue Canada.

On the charitable side, Table 9 shows that in 1993, Canada’s registered charities
spent almost $40 billion on salaries and benefits.

Table 9 - Remuneration Comparison of NPOs and Charities

NPO Total Charity Total
Organization Type Remuneration Sector Code Remuneration
Recr. or Social $ 705,449,539|Places of Worship $ 13,390,000
Prof. Assoc. $ 270,603,858 |Hospitals $ 16,333,000,000
Bd.Trade/Chambers $ 35,068,582|Teaching Institutions| 9,702,000,000
Civic Improvement $ 212,984,786]0ther Charitable Org.| $ 11,154,000,000
Agricultural $ 66,508,579|Public Foundations |$ 1,148,000,000
Educational $ 127,547,109|Private Foundations | $ 156,000,000

Multicultural $ 9,614,835

Arts or Cultural . $ 62,713,659

Other Types $ 1,973,961,442

Total $ 3,464,452,389|Total $ 39,832,000,000
Total Both Sectors $ 43,296,452,389

Source: Revenue Canada, NPO Master Database, 1997 Counts and Amounts and,
Revenue Canada, Charities Division, 1995 Grants or Payments

Although different years are compared, the total of both sectors is $43.3 billion
or 10.7% of GDP.* When the spending power of this remuneration is
considered, with its multiplier effects, it is evident that this sector has a
significant effect on the economy.

Exgendifures

As our sample data did not include detailed expenditure information (either from
charities or NPOs), our analysis in this section will rely primarily on CCP’s 1993
Portrait Report.

The charitable sector is restricted on expenditures by disbursement quotas. This
quota is the amount a registered charity must spend each year on certain
activities or give to eligible donees to meet the requirements for continued
registration. The quota differs for each designation of registered charity (i.e.,
public foundation, private foundation or charitable organization).

A charitable organization (as opposed to a foundation) must spend on charitable
activities it carries out and through gifts it makes to qualified donees amounts

%6 Statistics Canada, GDP (income based), CANSIM, Matrix 6547
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A good portion of total funds Accumulated with Permission are attributable to
Other Charitable Organizations (43%) although, as a percentage of their total
expenditures it is relatively small (0.6%). This charity type includes
organizations involved in welfare, health, education, religion, community
benefits and other. Funds set aside as Accumulated with Permission are
earmarked for real property purposes and as seen in Table 10, it represents only
a small proportion of total expenditures by all charity types (0.4%).

As a proportion of their total expenditures, Hospitals spent 0.3% on fundraising
costs while Teaching Institutions spent 0.4%. These lower costs of Hospitals
and Teaching Institutions reflect the fact that they have their own foundations
that are used as their fundraising arms. Furthermore, this fact also allows them
to purchase real property outright versus the need to finance purchases.

Places of Worship account for oniy 10% of all fundraising costs even though
donations constitute a far greater proportion of their revenues than any other
Charity Type.

Assets and Liabilities

As most organizations in the voluntary sector have yet to adopt standardized
accounting procedures, the calculation of assets and liabilities has always been
challenging.

One of the important factors to consider when loaning money to any
organization is the ability to service the debt and repay the loan. One way to
calculate the former is debt ratios, the amount of debt per dollar of assets.
These assets may be in the form of inventory, long term investments, fixed
assets or simply cash or receivables. Debt may be in the form of mortgages,
gifts payable, lease obligations, operating lines or accounts payable.

i Table 11 - Charitable Sector Assets and Liabilities

ASSETS LIABILITIES

Charity Type $ Millions % $ Millions % Debt Ratio

Places of Worship 17,542 16.2% 3,248 9.9%| $ 0.19
Hospitals 20,740 19.1% 6,951 21.2%| $ 0.34
Teaching Instit. 32,768 30.2% 8,886 27.1%| $ 0.27
Other Char.Org. 27,402 25.2% 11,584 35.3%| $ 0.42
Public Foundations 6,825 6.3% 1,662 51%| $ 0.24
Private Foundations 3,289 3.0%| 476 1.5%| $ 0.14
ALL CHARITIES 108,566 32,807 $ 0.30

Source: Canadian Centre for Philanthropy, "A Portrait of Canada’s Charities', 1994
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The charitable sector, as shown in Table 11, reported total assets of $109 billion
and liabilities of just under $33 billion. This equates to an overall debt ratio of
$0.30:$1.00. Teaching institutions represent the largest proportion (30.2%) of
these assets, primarily due to their sizable real estate properties.

On the other hand, NPO sector data from 1997 reveals that total assets are
almost $20 billion while total liabilities are just under $14 billion. The total NPO
sector debt ratio’is $0.69:$1.00. When the NPO sector is broken into
organization types, the debt ratio varies as seen in Table 12. Multicultural
organizations appear to have the highest debt ratio and Boards of
Trade/Chambers of Commerce the lowest.

Table 12 - NPO Sector Assets and Liabilities

ASSETS LIABILITIES

Charity Type $ Millions | % [$ Millions| % | Debt Ratio

Recr/Social 1,412 7.2% 667 4.9%| % 0.47
Prof.Assoc 1,074 5.5% 461 3.4%| % 0.43
Bd.Trade/Chamb 96| 0.5% 36| 0.3%] $ 0.38
Civic Improv. 1,150 5.8% 829 6.1%| $ 0.72
Agricultural 558 2.8% 341 2.5%| % 0.61
Educational 330 1.7% 129 0.9%| % 0.39
Multicultural . 77  0.4% 63] 0.5%| % 0.82
Arts/Cultural 281 1.4% 220 1.6%| $ 0.78
Other Types 14,718 74.7% 10,923 79.9%| $ 0.74
ALL NPO 19,696 13,669 $ 0.69

Source: Revenue Canada, NPO Master Database, 1997 Counts and Amounts

Even though the statistics cited above represent different periods of time, one
can see the significant difference in the debt ratio of the two sectors. NPOs have
a debt ratio more than double that of charities. Part of the reason for this can
be discovered in their revenue sources. As seen previously in Table 4 and 6
(Revenue Sources), while charities rely on government grants and payments for
over 58% of their receipts, NPOs only rely on this source for less than 16%. In
essence, NPOs are earning more of their income through such things'as
membership dues and fees (20%), gross sales and revenues from organization’s
activities (47%), and other receipts (8%). It is reasonable therefore to assume
that in their activities, they rely more on debt than do charities. In addition,
many charities, such as Hospitals and Teaching Institutions, are mandated to
produce balanced budgets on a year to year basis by their regulating provincial
governments. NPOs, by contrast, have no similar restrictions.
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rise Sector

The Small and Medium-Sized Enter

Mention small business and the image that comes to mind for many people is
that of a mom-and-pop variety store or some other such venture operating in
relative obscurity. Though they may have lower profiles than big corporations,
small and medium-sized enterprises (SMEs)—defined as any business with fewer
than 50 employees—are in fact the driving force of our national economy.

The following facts demonstrate the significant employment impact SMEs have
on our economy:

e One in three Canadians in the workforce were employed by an SME in 1995.
Th%t ratio changes to about one in two workers if self-employment is factored
in.

e 81% of net new jobs created in 1996-1997 were with SMEs.*

e In 1998 alone, 208,000 net new jobs were created by SMEs.®!

e SMEs provide 60% of Canada’s private sector employment.>

e The total number of companies operating in Canada increased by 25%
between 1983 and 1993. Of those new ventures, 99% were SMES, according to
Industry Canada’s “Small Business in Canada: A Statistical Overvnew

« SMEs make up a staggering 97% of all companies nation- wide.>

Another key measure of this sector’s importance is its contribution to the
Canadian GDP. According to Industry Canada’s Entrepreneurship and Small
Business Office, SMEs contributed 35.9% to the GDP in 1993, up 3.4% over 10
years earlier.

A significant and growing presence in the SME sector is the self-employed:

e Self-employment alone, which reached 2.5 million people in 1998 according to
Statistics Canada, makes a considerable contribution to the GDP: growing from
8.1% in 1983 to 9.5% In 1993.>* That is roughly equivalent to the charitable
sector noted above.

e Between 1983 and 1993, self-employment grew at more than twice the rate
(33%) of overall employment (16%).>

e In 1993, there were 1.9 million self-employed persons, representing-15.4 % of
the total workforce. By 1998, the number of self-employed grew to 2.5 million,
representing 21.3% of total employment.®

“ Industry Canada, Entrepreneurship and Small Business Office
5% Industry Canada, “Small and Medium-Sized Enterprises,” Strategis web site
3! Industry Canada, Small Business Quarterly
*2 Tbid
53 Industry Canada, “Small Business in Canada: A Statistical Overview,”
2 : Industry Canada, Entreprencurship and Small Business Office
Ibid
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A Comp ariso of Two Vital Sectors

Both the SME and voluntary sectors play key roles in Canada’s economy—roles
that appear to be increasing in importance as more and more Canadians become
self-employed and the number of charities continues to grow amid government
downloading and restructuring.

The scarcity of information on non-profit organizations makes it impossible to
compare NPOs to SMEs spedifically in many aspects, but the voluntary sector as
a whole can be compared. See Table 15:

Table 15: SMEs and the Voluntary Sector

Voluntary Sector

SMEs

% GDP

9% in 1995

35.9% of private sector GDP
in 1993

Remuneration/benefits

Non-Profit: $3.46 billion in
1997

Charities: Almost $40 billion in
1993

$93.7 billion in 1995 (source:
Industry Canada)

# Employees Charities: 1,321,400 in 1993 5,538,000 including self-
employed in 1995
Number of Approximately 175,000 912,263 in 1995, excluding

companies/organizations

self-employed

Growth

Tripled since 1960s

97% of new businesses
created between 1983 and
1993 were SMEs.

Liabilities to Assets

Charities: $0.30-$1.00
Non-Profit: $0.69-$1.00

Median of $0.73 in 1994

*Note: the SME data includes some Voluntary Sector organizations, since available SME data

does not segregate V50s.

*¥ For sources, refer to specific sections of report.

From the information in Table 15, we see that:

e The Voluntary sector’s contribution to the GDP is seen to be roughly a third
that of the SME sector (9% in 1995 compared to 35.9% in 1993,

respectively).

¢ The Voluntary sector’s impact on the overall economy in terms of
employment and remuneration is equal to roughly half that of SMEs.

e There are only about a fifth as many voluntary organizations as SMEs, which
arises from the fact that the vast majority of SMEs (734,620 out of 912,263 in
1995, according to Industry Canada figures) had less than five employees.

e While charities have a lower debt ratio than SMEs, debt ratio in the non-profit
sector is very close to that of SMEs ($0.69-$1.00 and $0.73 respectively).



Financing Needs of the Voluntary Sector--26

e The impact of both VSOs and SMEs on the economy as a whole continues to
increase. ‘

Analysis of the Financing Needs of VSOs

The financing needs of the voluntary sector and whether or not these may fit
with the Canada Small Business Financing Act (CSBFA) were assessed based on
the following criteria:

» types of assets that the various organizations have or may require, based on
their estimated activities, in order to carry out their mandates and whether
they fit the eligible purchases of the Act,

» revenue sources for diversity/dependence characteristics as well as assessing
the potential flows and how that might affect financing needs,

» surpluses of revenues over expenditures to assess their ability to service
debt/repay loans as well to highlight the possible types of financing required,

» restrictions on expenditures,

» ability to service the debt/repay the loan as demonstrated through debt ratio
or liquidity.

Due to data gaps and aggregate information, many assumptions have been
made in the following analysis. The reader should be cautioned against relying
solely on these findings.

Charities

The following analysis is based on calculations made from data primarily contained in the report
from the Canadian Centre for Philanthropy, ‘A Portrait of Canada’ Charities”, 1994.

Hospitals and Teaching Institutions

ACTIVITIES: Provide healthcare and educational services to the public. Includes
universities, colleges, school boards, as well as hospitals.

ASSETS:

Avg.Size | $19 million for Hospitals, $13 million for Teaching Institutions

Types | Real estate, buildings, major medical equipment, furniture, lab equipment,
computers :

On an ongoing basis these organizations regularly update equipment in order to
remain efficient, grow their operations, stay at the leading edge as well as to
potentially reduce liability. Many of these asset types would be greater than the
$250,000 maximum set by the CSBFA.

LIABILITIES:

-Ava.Size | $6.5 million for Hospitals, $3.5 million for Teaching Institutions

Due to the age of many of these organizations, it is assumed that many major assets
such as real estate and buildings have already been paid for and thus the liability
showing on the balance sheet is significantly less than the ongoing asset value. The
majority of the net book value remaining would likely represent equipment/assets
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with shorter useable life spans. These types of liabilities would likely continue.

It is not known if the bulk of the liabilities represent asset based loans, demand loans
for operating capital, or accounts payable. Without further information it is difficult
to determine the specific types of financing vehicles that may be needed to satisfy
their requirements.

Because of the size of many of the associated foundations, financial institutions may
be more prone to loan money through various vehicles to these institutions in order
to secure their investment business.

REVENUES:

Sources

71% government funding, 28% Other Income, 1% Receipted Income

This group is heavily reliant on government funding and as such is vulnerable to
cuts. The degree that these cuts affect their ongoing financing needs is likely greater
for operating capital than for asset purchases due to the foundations’ purpose in
fundraising cited above used by institutions other than school boards.

Avg.Size

$24.6 million for Hospitals, $9.4 million for Teaching Institutions
Both of these average sizes of revenues exceed the maximmun set under the CSBFA.

EXPENSES:

Types

Bulk of expenditures are for Programs (67%), Other Expenditures (17%)
and Administration (15%)

Avg. Size

$24.3 million for Hospitals, $8.9 million for Teaching Institutions

Restrictions

The disbursement quota that requires them to limit administration and fundraising
costs to no more than 20% of receipted income restricts charities. Although the
limitation only currently exists on one form of income, it is limiting in terms of
expenditures, particularly when coupled with the restrictions below.

Although foundations were not segregated in the 1995 Revenue Canada data, many
of the major expenditures for asset purchases made by the bulk of these
organizations are in fact financed by their own foundations, set up as their
fundraising arms. Any major capital expenditures are paid for by the foundations,
hence, there is a reduced need for asset-based financing. They are, however,
restricted from using foundation monies for operating costs. Based on the deficits
that many run on a year-to-year basis, there appears to be a financing need for
operating capital. Many provincial ministries require that hospitals subinit balanced
budgets, which means no deficits. Under this requirement, there is also no incentive
to create a surplus so expenditures are generally equal to revenues. The reality is that
many do not balance their budgets and the strain of reduced government funding has
often resulted in deficits.

Likewise, school boards, college and universities are not generally allowed to run a
deficit, however, surpluses may be carried forward to offset future deficits.

For smaller assets, many organizations of this kind rely on leasing as a financing
option. The costs can be included in their operating costs.

DEBT RATIO

$0.34 for Hospitals, $0.27 for Teaching Institutions

Comparator

SMEs Debt Ratio: $0.73 - $0.80 (source: Retail Council of Canada)

By comparison this group’s debt ratio is much lower than the SME ratios as well as
Other Charitable Organizations. Hospitals and Teaching Institutions can and do
obtain operating lines that are secured against their large asset base. Téchnically, a
bank then has assets they can seize in case of default. In reality, however, many
banks would be averse to seizing the assets of a public hospital, for example, for
political and public relations reasons.

Summatry of
Financing
Needs & Fit
with CSBFA

They have a large asset base and considerable clout from which to obtain
operating capital if required. This means they have the ability to honour their
loans based on securities offered, however, due to shrinking operating
funds, their short term ability to meet these debt obligations may be
strained. For major asset purchases, their foundations generally provide the
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monies. As more charities rely on donations, this may become a shrinking
piece of the pie for them.

Places of Worship

ACTIVITIES:

Congregations, Parishes and Synagogues that provide various
services, centered on a particular kind of worship, that include
operation of daycares, Sunday schools, counseling, church libraries,
missions/retreat programs, food banks and youth groups.

ASSETS:

Avg.Size

$700,000

Types

Major: Buildings and major fixtures including churches, pastor dwellings,
and real estate including land, cemeteries, etc.

Minor: Furniture, computers, organs, etc.

Based on the activities of this group, it is not believed that there would be a great
ongoing need to purchase assets unless new activities or programs are initiated.
Where new buildings or additions/renovations are required, generally a building
fund would be set up in advance with congregation contributions directed there.

If a Place of Worship is expanding into' other activities such as daycare, there may be
a requirement for assets to support those activities. Many are not computerized and
where they are, these types of assets can generally be purchased through leases.

LIABILITIES:

Avg.Size

$129,000

Based on the age of many of the Places of Worship, it is believed that the bulk of the
major assets would be unencumbered. Most of the older buildings for example
would be paid for and any new ones would likely obtain a mortgage with the
building as security. Many have operating lines as well that are secured through
assets or obtained based on the association of prominent congregation members.

REVENUES:

Sources

49%, Donations, 5% Government, 46% Other Income

This group is heavily reliant on donations from congregation members, however
there is a continuing trend of declining congregation numbers. From 1981 to 1991
Statistics Canada Censuses, the percentage of Canadians reporting no religious
affiliation rose from 7.4% to 12.5% (from 1.8 million people in 1981 to 3.4 million
people in 1991). Places of Worship are therefore vulnerable to the ebbs and flows of
this revenue sonrce. This source has been supplemented by Other Income from such
activities as Bingos that help raise money to offset operating costs as well as to fund
programs.

Avg.Size

$204,000

EXPENSES:

Types

Programs (58%), Gifts to Qualified Donees (16%), Administration (15%)

Avg. Size

$193,000

Restrictions

Generally, the disbursement quota that requires them to limit administration and
fundraising costs to no more than 20% of receipted income restricts charities.
Although the limitation only currently exists on one form of income, it is limiting in
terms of expenditures, particularly when coupled with the restrictions below.

For smaller assets such as computers, many organizations of this kind rely on leasing
as a financing option.

Very litile (2.3%) is necessary to be spent on fundraising as they typically simply
need to ‘pass the plate’ in order to receive funds from those in attendance.

DEBT RATIO

$0.19

Comparator

SMEs Debt Ratio: $0.73 - $0.80 (Retail Council of Canada)
By comparison this group’s debt ratio is significantly lower than the SME ratios and
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is the lowest of all charity types. Essentially they have large amounts of
unencumbered assets that allow them to make future purchases with financing
secured against existing assets. Like the previous charity group, most banks would
be averse to seizing the assets of a Place of Worship if not simply because of the
large potential for lost business from dissatisfied parishioners within the community.

Summary of
Financing

Needs & Fit
with CSBFA

Places of Worship have a large asset base and considerable clout from which
to obtain operating capital if required. This means they have the ability to
honour their loans based on securities offered, however, due to ongoing
deficits created by a shrinking donor base, their short-term ability to meet
these debt obligations may be strained. For major asset purchases, specific
long-term fundraising initiatives are developed to offset financing
requirements. Many of their ongoing minor asset purchase requirements
would be eligible under the Act however, they do not appear to be
disadvantaged by a lack of access to financing options at this time.

Foundations

ACTIVITIES:

Public and private foundations that are established exclusively for
charitable purposes but are not charitable organizations and where
the bulk of activities include fundraising and gifts to charitable
organizations that deliver programs. Include such foundations as
United Way, Kidney Foundation, McConnell Family Foundation.

ASSETS:

Avg.Size

Public $2.2 miillion, Private $1.1 million

Types

Major: Investments

Minor: Leaseholds, computers, office furniture

Based on the activities of this group, it is not believed that there is much need to
purchase assets. As most of the assets are believed to be investments, the minor
assets can be purchased through leasing programs or purchased outright with

LIABILITIES:

operating capital.

Avg.Size

PubIic $528,000, Private $157,000

As most expenses are operating costs and minimal assets, this group has a relatively
small amount of liabilities. It is unknown whether they have obtained or have a need
for operation lines however it is donbtful based on activities and their needs.
Certainly, if they did require financing, their investment assets alone would allow
them security to do so.

REVENUES!

Sources

Public: 25% Donations, 46% Government, 29% Other Income

Private: 39% Donations, 20% Government, 41% Other Income

Public Foundations are far more reliant on government grants and payments than
Private Foundations. The bulk of Other Income comes in the form of Investinent
Income — aver 36% combined.

Major Public Foundations typically set aside one period within the year to do their
major fundraising drive so there may be large variances in a monthly cash flow.
Presumably their expenses would not mirror these variances and hence there would
be a need to account for the deficits through Other Income or possibly financing by
way of an operating line.

Avg.Size

EXPENSES:

Public $1.5 miillion, Private $360,000
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Types

Public: Programs (51%), Gifts to Qualified Donees (25%), Administration
(14%)
Private: Programs (31%), Gifts to Qualified Donees (48%), Administration
(13%)

Avg. Size

Public $1.4 million, Private $223,000

Restrictions

Generally, charitable foundations are restricted by the dlsbursement quota that
Tequires thern to spend on charitable activities or through gifts 80% of the previous
year’s receipted donations. As can be seen in the types of expenditures above,
between 25-48% was spent on Gifts to Qualified Donees. In addition, 3% was set
aside as Accumulated with Permission, presumably for future Gifts to be made. An
example would be a hospital foundation accumulating money for a MRI.

For smaller assets such as computers, leasing is a financing option,

The bulk of expenditures therefore, would not likely be eligible purchases under the
Act.

DEBT RATIO

Public $0.24, Private $0.14

Comparator

SMEs Debt Ratio: $0.73 - $0.80 (Retail Council of Canada)

By comparison this group’s debt ratio is significantly lower than the SME ratios and
is among the lowest of all charity types. Essentially they have large amounts of
unencumbered assets that allows them high liquidity and good debt servicing
capabilities, if required. The need to borrow however is ot evident.

Summary of
Financing

Needs & Fit
with CSBFA

This group has a large asset base and considerable clout from which to
obtain operating capital if required. This means they have the ability to
honour their loans based on securities offered however, they do not appear
to have a need for financing. For gifts to support major asset purchases of a
donee, specific long-term fundraising initiatives are developed to offset
financing requirements.

Other Charitable Organizations

Although this sector type includes many different kinds of charitable organizations, it will be
analyzed in aggregate. Readers should be cautioned however, that due to the variety of
organizations included, they would likely all have different financing needs. Included is
information on organizations involved in Welfare, Education, Health, Community Benefit and

Other.

ACTIVITIES:

Due to the range of organizations included in this group, activities
range from social care other than treatment, health services other
than hospitals, cultural activities and promotion of the arts,
convents, libraries, to service clubs. Included are such charitable
organizations as Social Planning Councils, Canadian Cancer Society,
National Ballet of Canada, Art Gallery of Ontario, John Howard
Society, and Kiwanis Club.

ASSETS:

“Avg.Size

$799,999




Financing Needs of the Voluntary Sector--31

Types

Major: exhibits and collections, club houses, leaseholds, buildings

Minor: furniture, computers, office equipment

It is believed that the majority of organizations in this group would not own their
own buildings rather, they would lease facilities. The bulk of the major assets would
therefore include other items such as leaseholds and collections. Minor assets would
be those typically found in any office.

It is further believed that the majority of assets do not represent investments, rather,
assets of the nature that would be eligible under the Act.

LIABILITIES:

Avg.Size

$338,000

This group, in aggregate, accounts for 35% of total charitable liabilities, more than
either Hospitals or Teaching Institutions. Because of the large mumber of
organizations in this group however, average liabilities shows a more accurate
picture. Average liabilities are considerably less per organization than Hospitals or
Teaching Institutions.

It is not known what specific types of liabilities this group possesses. It is believed to
include operating lines, term loans on assets, mortgages and leases.

REVENUES:

Sources

49% Government, 11% Receipted Income, 40% Other Income

Within Other Income, the bulk is Other, Fees, Gifts and Investment Income in that
order. When this data is compared to 1995, government reliance has increased (to
53%). Charitable Organizations such as the Cancer Society would typically set aside
one period within the year to do their major fundraising drive so there may be large
variances in a monthly cash flow. Presumably their expenses wonld not mirror these
variances and hence there would be a need to account for the deficits through Other
Income or possibly financing by way of an operating line.

Avg.Size

$743,000

EXPENSES:

Types

Bulk is spent on Programs(65%), Administration(17%) and Other
Expenditures(10%)

Avg. Size

$701,000

Restrictions

Generally, these organizations are restricted by the disbursement quota that requires
them to spend on charitable activities or through gifts 80% of the previous year’s
receipted donations.

Very little was set aside for Accumulated with Permission (0.6%) of their total
expenditures however, when compared to other groups, Other Charitable
Organizations accounted for nearly 43% of total funds Accumulated with
Permission. This suggests that they have a greater need to make purchases of major
assets. They do not however have the ability to rely on foundations to finance these
assets such as Hospitals and Teaching Institutions.

For smaller assets such as computers, leasing is a financing option.

DEBT RATIO

$0.42

Comparator

SMEs Debt Ratio: $0.73 - $0.80 (Retail Council of Canada)

By comparison this group’s debt ratio is significantly lower than the SME ratios
liowever, it is the highest of any charity group. The need to borrow, however, is not
evident.

Summary of
Financing

Needs & Fit
with CSBFA

Although there are many varied organizations within this group, in aggregate
their financing options appear more limited than other groups. Evidently,
they have a need to finance fixed asset purchases, which is probably being
satisfied with term loans or operating lines. They do not have the access to
large unencumbered assets or foundations for fundraising that the other
non-Foundation groups have.
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Non-Profit Organizations

Because they are not allowed to issue receipts for tax purposes, no similar

restrictions on debt or disbursement quotas exist for NPOS. Overall, there is less
dependency on government sources for funding (16%) versus charities (58%)
and far more emphasis on earning income to fund operations. This characteristic
in itself makes them more reliant on debt instruments to run their organizations
on an ongoing basis. Further analysis of each of the nine organization types
follows.

Although recent detailed data exists for this group from Revenue Canada (1997),
the sample size is relatively small (8%) versus the estimated overall number of
NPOs. For the purposes of the analysis, it has been assumed that this sample
size is indicative of the balance of this group as a whole.

Detailed information on the sectoral activities within the NPO group was not
available and only broad examples were provided by Revenue Canada.
Furthermore, because organizations self-designate which group they place
themselves in with no help from the return guide for consistency, there is bound
to be organizations of a like nature in different categories.

Multicultural Organizations

ACTIVITIES: Included are such organizations as ethnic clubs and associations,
heritage councils, ethnic broadcasting and news.

ASSETS:

Avg.Size | $1,240,502 Total Assets
Fixed Assets $850,532, Other Assets $367,061, LT Investments $17,723,
Inventory $5,186

Types | 69% of their asset base is in fixed assets. Very little is held in inventory
(0.4%) or long term investments (1.4%) with the balance in other assets
(including cash) at almost 30%.

With the average of total fixed assets being as high as it is, it is believed that the
majority of organizations in this group own their own buildings or have made
considerable leasehold improvements, Minor assets would be those typically found
in any office.

The average total assets represents a large number however, looking at it in
perspective, due to the small sample size, it may be that this base is not
representative of all organizations in this group (there were only 62). This group’s
average asset base ranks among the lowest for ail NPOs.

LIABILITIES:

Avg.Size | $1,009,701

Even though this group was among the lowest in average asset base, they had a
relatively large amount of average liabilities (ranking 5™ of 9). This appears to be
indicative of organizations that earn the majority of their revenue.

Tt is not known what specific types of liabilities this group holds, however, it is
believed to include accounts payable, operating lines, term loans on assets,
mortgages and leases. They may use the extension of payables as one means of
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meeting their financing needs.
Unlike charities, NPOs are not mandated to have balanced budgets and it is believed
that many carry deficits.

REVENUES:
Sources | 29% Government, 0.7% Gifts, 70.8% Other Income
This group is among the highest of all NPO types in terms of government reliance.
Other Income can be broken down into Organizational Activities Revenues (60%),
Other Receipts (8%), Interest/Dividends (2.1%) and Membership Dues and Fees
(0.8%). One area of note is that virtnally none of their receipts come from the
disposition of capital property, suggesting that once they own the asset, they keep it.
Avg.Size | $522,356
EXPENSES:
Types | Data not available.
Although it is known that this group spent over $9.6 million on salaries and benefits
(30% of revenues), there is no further data to indicate where the balance of their
expenditures are made.
Avg. Size | Data not available
Restrictions | Depending on specifics of government funding sources, many government contracts
for services will negate specific asset purchases and only provide for project
operating funds. This would encourage leasing as a financing option.
DEBT RATIO $0.81
Comparator | SMEs Debt Ratio: $0.73 - $0.80 (Retail Council of Canada)

By comparison to SMEs, this group’s debt ratio is higher. Furthermore, when
compared to other NPO types, it is the highest. They appear to have a large amount
of leveraged assets that that may hinder their ongoing need to access financing. In
addition, based on the debt ratio, there is less room for debt servicing. .

Summary of
Financing

Needs & Fit
with CSBFA

This group appears to have a need to finance fixed asset purchases that are
probably currently being satisfied with term loans or operating lines and
sometimes creating deficits. Their primary needs are likely operational. They
do not have the access to large unencumbered assets or investment pools
that some of the charitable groups have. They may have difficulty, however,
servicing the debt, assuming they could secure a financing vehicle such as
that offered through the CSBFA. As government sources re-evaluate their
spending priorities, particularly provincial governments amid continued
downloading from one government level to another, this may make them
more vulnerable and hence, more of a risk for lending money.

Agricultural Organizations

ACTIVITIES: Included are such organizations as marketing boards for dairy,
grain and seed, and agricultural societies.
ASSETS:
Avg.Size | $3,154,702 Total Assets

Fixed Assets $833,636, Other Assets $2,121,327, LT Investments $174,109,
Inventory $25,631
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Types

67% of their asset base is in Other Assets. Very little is held in Inventory
(0.8%) or Long Term Investments (5.5%) with the balance in Fixed Assets
(26.4%.)

With the average of total fixed assets being as high as it is, it is believed that the
majority of organizations in this group may own their own buildings and in many
cases, real estate. Minor assets would be those typically found in any office.

‘When compared to other NPO types however, the average fixed assets ranks 5% of 9,
As Other Assets are made up of such liquid assets as Receivables, Cash and Prepaid
Expenses, this high proportion bodes well for this group in terms of liquidity and the
ability to attract potential financing.

LIABILITIES:

Avg.Size

$1,926,813

Even though this group possesses the largest average total asset base, they also have
a relatively large amount of liabitities. This may represent mortgages on the fixed
assets, as there presumably would be no need for large operating lines or term loans
given the liquidity. In addition, it may include accounts payables and land leases.

REVENUES:

Sources

2.1% Government, 0.1% Gifts, 97.8% Other Income
This group enjoys the highest Other Income proportion of all NPO types.
Conversely, they also rely the least on government for revenue.

Other Income can be broken down into Organizational Activities Revenues (88%),
Other Receipts (3.4%), Interest/Dividends (0.6%) and Membership Dues and Fees
(5.9%). One area of note is that virtually none of their receipts come from the
disposition of capital property suggesting once they own the asset, they keep it.
This group had the highest average revenue size of any NPO Type. This would
negate their participation in the CSBFA due to the maximum revenue size for
eligibility being $5 million.

Avg.Size

$12,040,639

EXPENSES:

Types

Data not available.

Although it is known that this group spent over $66.5 million on salaries and
benefits (3.1% of revenues), there is no further data to indicate where the balance of
their expenditures are made,

Avg, Size

Data not available

Restrictions

Depending on specifics of government funding sources, many government contracts
for services will negate specific asset purchases and only provide for project
operating funds, This would encourage leasing as a financing option. No other
restrictions are evident.

DEBT RATIO

$0.61 :

Comparator

SMEs Debt Ratio: $0.73 - $0.80 (Retail Council of Canada)

By comparison to SMEs, this group’s debt ratio is lower. Furthermore, when
compared to other NPO types, it ranks 5™ of 9. The debt ratio may be somewhat
deceiving here as nearly two thirds of the assets are liquid and would more than
offset the total liabilities.

Summary of
Financing

Needs & Fit
with CSBFA

This group appears to have successfully accessed financing for their
operational requirements. They have large amounts of liquid assets from
which to leverage financing. Although their debt ratio is higher than many,
liquid assets more than offset debt. Their average revenue size, however,
would effectively eliminate their potential participation in the CSBFA.
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Boards of Trade or Chambers of Commerce

ACTIVITIES:

Activities range from providing networking opportunities for
member businesses and information services to publications,
training and facilities rentals. -

ASSETS:

Avg.Size

$1,012,897 Total Assets
Fixed Assets $293,380, Other Assets $485,864, LT Investments $225,727,
Inventory $7,927

Types

48% of their asset base is in Other Assets. Very little is held in Inventory
(0.8%) however they do have the highest proportion of Long Term
Investments (22.3%) with the balance in Fixed Assets (29%).

With the average of total fixed assets being just less than $300,000, it is believed that
this represents mostly leaseholds, fixtures and office equipment. There are
exceptions however, as the Toronto Board of Trade alone has 3 facilities and a golf
course. Yet when compared to other NPO types, the average fixed assets ranks as the
lowest.

The sizable proportion of Long Term Investments suggests less liquidity in the short
term. It is however, a good base from which to secure financing against.

LIABILITIES:

Avg.Size

$377,521

Even though this group possesses the lowest average assets base, they also have the
lowest average liabilities. The bulk of which is likely loans on equipment or
leasehold improvements, operating lines and accounts payables. Based on the
general credibility of these prominent business organizations, it is believed that they
would be able to secure financing required. _

Unlike charities, NPOs are not mandated to have balanced budgets and it is believed
that many carry deficits. There is no data on this group however to suggest whether

REVENUES:

deficits are a problem.

Sources

8.1% Government, 0.9% Gifts, 90.9% Other Income
Other Income can be broken down into Organizational Activities Revenues (37%),
Other Receipts (16%), Interest/Dividends (3.6%) and Membership Dues and Fees
(34%). Itis surprising that only 4% of revenues are attributable to
Interest/Dividends/Royalties & Rentals given that over 22% of their assets are in
Long Term Investments and that a good portion of their activities in many cases
involve facilities rentals. Average revenues rank 6% of 9.

Avg.Size

$1,133,044

EXPENSES:

Types

Data not available.

Although it is known that this group spent over $35 million on salaries and benefits
(32% of revenues), there is no further data to indicate where the balance of their
expenditures are made.

Avg. Size

Data not available

Restrictions

Depending on specifics of government funding sources, many government contracts
for services will negate specific asset purchases and only provide for project
operating funds. This would encourage leasing as a financing option.

No other restrictions are evident.

DEBT RATIO

$0.37

Comparator

SMEs Debt Ratio: $0.73 - $0.80 (Retail Council of Canada)

By comparison to SMEs, this group’s debt ratio is much lower. Furthermors, when
compared to other NPO types, it ranks as the lowest. They appear to have a solid
liquid asset base, offset with significant long-term investments that they can use as
security as well as a need for purchases of the nature that would be eligible under the
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Act.

Summary of

This group has a relaflvely unencumbered asset base from which to draw on

Financing if necessary. Based on their activities, they appear on the whole to have less
Needs & Fit of a need for large fixed asset purchases than general upgrading of office
with CSBFA equipment. Where there is a need, they should be able to access financing.

Arts or Cultural Organizations

ACTIVITIES:

Activities range from theatre groups providing performances to
museums offering a collection of exhibits.

ASSETS:

Avg.Size

$1,549,781 Total Assets
Fixed Assets $592,142, Other Assets $879,873, LT Investments $16,753,
Inventory $61,013

Types

57% of their asset base is in Other Assets. Very little is held in Long Term
Investments (1.1%) while a relatively higher amount is held in Inventory
(4%) with the balance in Fixed Assets (38%).

With the average of total fixed assets being just less than $600,000 (4" of 9), it is
believed based on activities that this represents mostly buildings, leaseholds,
fixtures, exhibition acquisitions and equipment. Some of this equipment that is
required to support activities is fairly expensive (e.g., woodworking equipment to
build sets). Typically, sets for smaller theatre groups would be disposed of after each
production run as they would have no further use for it. For larger repertory groups,
these may be retained for a number of years for subsequent similar productions.
The sizable proportion of Inventory may include the exhibition pieces acquired for
display at museums. The absence of Long Term Investments may suggest the tight
budgets that typically would negate or diminish their ability to make these types of
investments. The higher proportion of Other Assets (3" of 9) indicates where they
may get the bulk of their ongoing operating capital.

LIABILITIES:

Avg.Size

$1,216,614

The bulk of the liability base is likely made up of mortgages, loans on equipment or
leasehold improvements, operating lines and accounts payables.

Unlike charities, NPOS are not mandated to have balanced budgets and it is believed
that many carry deficits. Anecdotal information suggests that some of this group,
particularly arts, experience ongoing deficits. This is surprising given the high
liquidity seen in Other Assets.

REVENUES:

Sources

39% Government, 4% Gifts, 57% Other Income

Other Income can be broken down into Organizational Activities Revenues (33%),
Other Receipts (12%), Rentals (10.3%) and Membership Dues and Fees (2%). This
group is the most reliant on government sources of any NPOs. As this is becoming a
shrinking base, the need to diversify into other sources becomes apparent.

The average revenue size is among the lowest of the NPO types.

Avg.Size

$798,298

EXPENSES:
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Types

Data not avallable.

Although it is known that this group spent over $62.7 million on salaries and
benefits (43% of revenues), there is no further data to indicate where the balance of
their expenditures are made. It is estimated that the rest of their expenditures go to
production costs, building operations, promotional materials, royalties and the cost
of exhibitions and acquisitions.

Avg. Size

Data not available

Restrictions

Depending on specifics of government funding sources, many government contracts
for services will negate specific asset purchases and only provide for project
operating funds. This would encourage leasing as a financing option.

Many of the arts organizations in particular may receive gifts that are specifically
earmarked for a particnlar project or performance.

DEBT RATIO

$0.79

Comparator

SMEs Debt Ratio: $0.73 - $0.80 (Retail Council of Canada) _

By comparison to SMEs, this group’s debt ratio is higher, Furthermore, when
compared to other NPO types, it ranks as the second highest. The fact that many
experience deficits year after year as well as their already high debt ratio may make
it more difficult to secure financing.

Summary of
Financing

Needs & Fit
with CSBFA

This group appears to have a number of significant challenges in meeting
their financing requirements. They have an asset base that is already
leveraged to a large degree. Their revenue sources show a dependency on
government funding in a time when this is a shrinking base. The fact that
many consistently run deficits diminishes their ability to secure financing
when required. It is believed that for the most part their financing needs are
more operational than asset based which would not be eligible under the
CSBFA. :

Organizations Operated for Civic Improvement

ACTIVITIES:

Activities range from helping the disadvantaged within
communities to business and community development to providing
low-cost housing. Included are such organizations as the Canadian
Community Economic Development Network (Digby Network),
Niagara Enterprise Agency, economic development corporations
and housing corporations.

ASSETS:

Avg.Size

$2,602,637 Total Assets
Fixed Assets $1,574,624, Other Assets $501,027, LT Investments $512,883,
Inventory $14,103

Types

19% of their asset base is in Other Assets. A relatively large proportion are
in Long Term Investments (20%) while a minor amount is held.in Inventory
(1%) with the bulk in Fixed Assets (60%).

The average total fixed assets was one of the highest of the NPO types. It is believed
that for certain types within this group such as housing corporations, this represents
buildings. However, due the size of these assets, this may skew the averages. It is
believed that for the rest of the organizations, the bulk of the fixed assets represent
leaseholds, fixtures, and office equipment.

LIABILITIES:

Avg.Size

$1,875,011

Based on the assumptions made for assets, the bulk of the liability base is likely
made up of mortgages, loans on equipmert or leasehold improvements, operating
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lines and accounts payables.

Unlike charities, NPOs are not mandated to have balanced budgets and it is believed
that many carry deficits. Anecdotal information on this group suggests that deficits
do exist in some cases.

REVENUES:

Sources

20% Government, 0.7% Gifts, 79% Other Income

Other Income can be broken down into Organizational Activities Revenues (23%),
Other Receipts (28%), Interest/Dividends (16%) and Membership Dues and Fees
(13%). It is not surprising, given that 20% of their asset base consists of long term
investments, that almost 16% of revenues are attributable to Interest, Dividends,
Royalties & Rentals. This group has a fairly diverse income base that demonstrates
less vulnerability to changes in revenue sources.

The flow of these revenues however, may not correlate with their expenditures, thus
creating a need for financing their operations. Where government sources are
involved for program delivery contracts, typically an advance would be made.
However, Organizational Activities or even Membership Dues may fluctuate greatly.
The average revenue size is among the lowest of the NPO types.

Avg.Size

$2,019,802

EXPENSES:

Types

Data not available.

Although it is known that this group spent over $213 million on salaries and benefits
(24% of revenues), there is no further data to indicate where the balance of their
expenditures are made. It is estimated that the rest of their expenditures go to
funding ongoing operations and programs as well as smaller fixed assets.

Avg. Size

Data not available

Restrictions

It is likely in this group that many of the organizations receiving government monies
do so by way of contracts for services. With these types of contracts, often come
restrictions on spending for capital assets and generally only allow for project
operations expenses. Examples may include Human Resources Development Canada
Training or Labour Market Partnerships programs, These types of restrictions would
encourage leasing as a financing option.

DEBT RATIO

$0.72

Comparator

SMEs Debt Ratio: $0.73 - $0.80 (Retail Council of Canada)

By comparison to SMESs, this group’s debt ratio is slightly lower. Furthermore, when
compared to other NPO types, it ranks as the 4"™of 9. This higher debt ratio may
impede their ability to service debt instruments provided by lending institutions.

Summary of
Financing

Needs & Fit
with CSBFA

There appears to be gaps in this group’s financing requirements although
the differences among organizations included in this group would likely vary
significantly. On the whole, they have an asset base that is leveraged to a
large degree. Their revenue sources show a diversity that is encouraging in
terms of ongoing stability. The assumption that some consistently run
deficits may diminish their ability to secure financing when required. Itis
believed that for the most part, their financing needs are more operational
than asset based which would not be eligible under the CSBFA.”

Educational Organizations

ACTIVITIES:

Activities range from the provision of training curriculum to
educational related organizations providing advocacy and
assistance for students. Included are such organizations as student
associations, schools, management and training centres.
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ASSETS:

Avg.Size

$1,097,892 Total Assets
Fixed Assets $389,530, Other Assets $516,897, LT Investments $142,351,
Inventory $49,114

Types

47% of their asset base is in Other Assets. A relatively large proportion are
in Inventory (4.5%) while 13% is held in Inventory and the bulk in Fixed
Assets (36%).

The average total fixed assets was one of the lowest of the NPO types. It is believed
that this group’s assets include leaseholds, furniture, and equipment. Very little
would be held in the way of mortgages based on their activities as well as the size of
the asset base. This group also has the highest proportion of inventory of any other
NPO type. This is likely books, training materials, etc.

LIABILITIES:

Avg.Size

$428,410

The bulk of the liability base is likely made up of loans on equipment or leasehold
improvements, operating lines and accounts payables.

Unlike charities, NPOs are not mandated to have balanced budgets and it is believed
that many carry deficits. It is unknown with this group whether ongoing deficits are
a reality.

REVENUES:

Sources

31% Government, 2.4% Gifts, 67% Other Income

Other Income can be broken down into Organizational Activities Revenues (37%),
Other Receipts (8%), Interest/Dividends (2%) and Membership Dues and Fees
(20%). This group’s dependency on government is among the highest. This may
make them more vulnerable to changes in that revenue source.

The flow of these revenues however may not correlate with their expenditures thus
creating a need for financing for operations. Where tuition or course fees typically
are tied to when courses run, costs for overhead and program delivery are ongoing
monthly. In addition, Membership Dues may fluctuate greatly as well,

Avg.Size

$1,220,595

EXPENSES:

Types

Data not available.

Although it is known that this group spent over $127.5 million on salaries and
benefits (35% of revenues), there is no further data to indicate where the balance of
their expenditures are made. It is estimated that the rest of their expenditures go to
funding inventories, ongoing operations and programs as well as smaller fixed
assets—inost of which is not eligible under the CSBFA.

Avg. Size

Data not available

Restrictions

It is likely in this group, that many of the organizations receiving government
monies do so by way of contracts for services. With these types of contracts, often
come restrictions on spending for capital assets and generally only allow for project
operations expenses. Examples may include Human Resources Development Canada
Training programs. These types of restrictions would encourage leasing as a
financing option, particularly for computers and other such teaching tools.

DEBT RATIO

$0.39

Comparator

SMEs Debt Ratio: $0.73 - $0.80 (Retail Council of Canada)

By comparison to SMEs, this group’s debt ratio is significantly lower. Furthermore,
when compared to other NPO types, it ranks as one of the lowest. This lower debt
ratio would positively affect their ability to service debt instruments provided by
lending institutions.

Summary of
Financing

On the whole, they have a proportionately smaller asset base that does not
dppear to be encumbered with significant debt. Their revenue sources show




Financing Needs of the Voluntary Sector--40

Needs & Fit
with CSBFA

a reliance on government sources which often brings with it restrictions on
capital purchases. It is believed that for the most part, they would have
some need for purchases of the nature that would be eligible under the
CSBFA however, the majority of their financing needs would be operational.

Recreational or Social Organizations

ACTIVITIES:

Activities range from the promotion of certain sports to creating
social opportunities for members. Included are such organizations
as golf and country clubs, sporting associations, Royal Canadian
Legions.

ASSETS:

Avg.Size

$1,361,430 Total Assets
Fixed Assets $996,586, Other Assets $287,173, LT Investments $63,456,
Inventory $14,215

Types

21% of their asset base is in Other Assets, 1% in Inventory, 5% in Long
Term Investments and 73% in Fixed Assets.

The average total fixed assets was among the highest of the NPO types. It is believed
that the majority of this group’s fixed assets represent buildings or clubhouses. Most
legions for example own their own building. A minor portion would include
leaseholds, furniture, and office equipment.

LIABILITIES:

Avg.Size

$643,307

The bulk of the lability base is likely made up of mortgages with a minor portion
representing leasehold improvernents, and accounts payables. ’

Unlike charities, NPOs are not mandated to have balanced budgets and it is believed
that many carry deficits. It is unknown with this group whether ongoing deficits
exist. However, it is believed that due to their nature, most would face difficulty in
securing operating lines.

REVENUES:

Sources

7% Government, 0.9% Gifts, 92% Other Income

Other Income can be broken down into Organizational Activities Revenues (48%),
Other Receipts (5%), Interest/Dividends (4%), Disposition of Capital Property
(0.9%) and Membership Dues and Fees (35%). This group’s dependency on
government is among the lowest. This is offset with revennes primarily that are
earned such as Dues.

The flow of these revenues however may not correlate with their expenditures thus
creating a need for financing for operations. Where dues would likely be payable
once per year at a prescribed time, they would likely be in advance to cover
overhead and operating costs.

Avg.Size

$761,160

EXPENSES:

Types

Data not available. .

This group as a whole spent over $705 million on salaries and benefits or 89% of
revenues. This is by far the most of any other NPO Type. This is surprising given
the nature of this group’s activities. Many social organizations such as legions have
very little staff. Organizations such as golf courses on the other hand, would have
professional golfers, restaurant staff, and grounds-keepers. Although there is no
further data to indicate where the balance of their expenditures are made, it is
estimated that the bulk of the rest of their expenditures go to operating expenses and
the balance to servicing the debt, which is largely believed to be mortgages.

Avg. Size

Data not available
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Restrictions

No restrictions are evident with this group given their revenue sources.

DEBT RATIO

$0.47

Comparator

SMEs Debt Ratio: $0 73 - $0.80 (Retall Council of Canada)

By comparison to SMEs, this group’s debt rauo is significantly lower. Furthermore,
when compared to other NPO types, it ranks 6" of 9. This would suggest that a good
portion of their fixed assets have been paid off which is likely due to the age of some
of these organizations. Consequently, the remaining net book value on the balance
sheet is relatively high. This lower debt ratio would positively affect their ability to
service debt instruments provided by lending institutions as well as provide some
security for additional financing.

Summary of
Financing

Needs & Fit
with CSBFA

On the whole, this group appears to have lower liquidity among their assets
with a significant portion of their fixed assets unencumbered. Their revenue
sources show relative independence from government sources with no
known restrictions on expenditures. Their large proportion of revenues spent
on salaries and benefits however does not leave much room for operating
costs and debt servicing. It is believed that for some organizations within
this group, they would have ongoing needs to purchase assets of the nature
that would be eligible under the Act. However, many social organizations,
having already purchased their buildings, would not have a significant
ongoing need to make asset purchases or even major leasehold
improvements.

Professional Associations

ACTIVITIES:

Activities range from providing information, advocacy/lobbying,
publications and research as well as educational services to
members. Included are such organizations as associations for
contractors, real estate, and the medical profession.

ASSETS:

~ Avg.Size

$2,123,105 Total Assets
Fixed Assets $596,123, Other Assets $1,108,350, LT Investments $404,265,
Inventory $14,366

Types

52% of their asset base is in Other Assets, 0.7% in Inventory, 19% in Long
Term Investments and 28% in Fixed Assets.

The average total fixed assets was among the lowest of the NPO types.

There are some anomalies that exist within this group. It is believed that, based on
their estimated activities, the majority of this group’s fixed assets would include
leaseholds, furniture, and office equipment. Having said that however, there is a
surprising proportion (9.4%) of their revenues that are derived from the disposition
of capital property. Itis doubtful that this represents the sale of furniture and office
equipment,

Furthermore, there is little information as to why this group would possess such a
large proportion of long-term investments.

LIABILITIES:

Avg.Size

$910,439

The bulk of the liability base is likely made up of leasehold 1n1provements and
accounts payables.

Unlike chatities, NPOs are not mandated to have balanced budgets and it is believed
that many carry deficits. It is unknown with this group whether ongoing deficits are
a reality. However, based on the relatively high amount of liquid assets, it is not
believed that they would require an operating line.
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REVENUES:

Sources

)

2.6% Government, 0.4% Gifts, 97% Other Income

Other Income can be broken down into Organizational Activities Revenues (24%),
Other Receipts (7%), Interest/Dividends (4%), Disposition of Capital Property
(9.4%) and Membership Dues and Fees (52%). This group’s dependency on
government is among the lowest. This is offset with revenues primarily that are
earned as Dues. As mentioned above, this group has the highest proportion of
revenues from the disposition of capital property.

The flow of these revenues however may not correlate with their expenditures
possibly creating cash flow requirements. However, where dues would be payable
once per year at a prescribed time, they would likely be in advance to cover
overhead and operating costs.

This NPO type had one of the highest average revenues of any group.

Avg.Size

$2,096,996

EXPENSES:

Types

Data not available.

This group as a whole spent over $270 million on salaries and benefits or 26% of
revenues. Although there is no firther data to indicate where the balance of their
expenditures are made, it is estimated that the rest of their expenditures go to
program/publications costs, operating expenses and servicing existing debt.

Avg. Size

Data not available

Restrictions

No restrictions are evident with this group given their revenue sources.

DEBT RATIO

$0.43

Comparator

SMEs Debt Ratio: $0.73 - $0.80

By comparison to SMEs, this group’s debt ratio is significantly lower. Furthermore,
when compared to other NPO types, it ranks 7™ of 9, This is due to the high
proportion of cash, receivables and long-term investments held, This lower debt
ratio would positively affect their ability to service debt instruments provided by
lending institutions and their asset base would provide sonie security for additional
financing if required.

Summary of

On the whole, this group appears to have strong liquidity in their assets

Financing with significant long-term investments. Their revenue sources show relative

Needs & Fit independence from government sources with no known restrictions on

with CSBFA expenditures. It is believed that they would have an ongoing need for minor
asset purchases in order to provide for the efficient delivery of their services
and activities.

Other Types

Note: As NPO organizations self~select their designation, the category of Other leaves it quite
open to interpretation. There is no detailed explanation in the return guide for categorizing
organizations. 64% of the total returns filed were in this category and yet it is doubtful if this is
representative of the sector as a whole. The following analysis should be read within this context.

ACTIVITIES:

The specific activities of the group as a whole are unknown, as it is
believed that this type ends up as a ‘catch all'. However, some
examples of organizations we know to be included are
condominium corporations, co-operative and affordable housing.
Their activities would include the purchase and rental of housing
and its related services such as maintenance. The focus of this
analysis will be on the housing activities.
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ASSETS:

Avg.Size

$3,002,410 Total Assets
Fixed Assets $1,874,675, Other Assets $770,977, LT Investments $341,112,
Inventory $15,646

Types

26% of their asset base is in Other Assets, 0.5% in Inventory, 11% in Long
Term Investments and 62% in Fixed Assets.

The average total fixed assets was the highest of the NPO types. In addition, the total
fixed assets for this group represented a staggering 79% of the total for ail groups
combined. Based on the assumption that housing organizations make up the butk of
this group, the majority of fixed assets would likely be housing units.

Furthermore, it is unknown why this group would possess such a large proportion of
long-term investients. Short-term liquidity, as demonstrated through Other Assets,
is among the worst.

LIABILITIES:

Avg.Size

$2,228,254

The bulk of the liability base is likely mortgages, whose average size would
undoubtedly exceed CSBFA eligibility.

Unlike charities, NPOs are not mandated to have balanced budgets and it is believed
that many carry deficits. It is unknown with this group whether ongoing deficits are
a reality.

REVENUES:

Sources

20% Government, 0.6% Gifts, 79% Other Income

Other Income can be broken down into Organizational Activities Revenues (43 %),
Other Receipts (8%), Interest/Dividends (8%, Disposition of Capital Property (2%)
and Membership Dues and Fees (19%). This group’s dependency on government
ranks 4™ of 9. Presumably the bulk of this funding comes fromn provincial sources as
housing typically falls within that jurisdiction, This is offset with revenues primarily
that are earned as rent and fees.

The uneven flow of these revenues can often cause cash flow problems. It is not
known whether this group experiences this, however rent would appear to be fairly
consistent, as would condo fees.

Avg.Size

$1,649,029

EXPENSES:

Types

Data not available.

This group as a whole spent almost $2 billion on salaries and benefits or 24% of
revenues, Although there is no further data to indicate where the balance of their
expenditures are made, it is estimated that they would go to unit maintenance and
operating costs as well as debt servicing.

One of the greatest financing needs they would have would be for purchasing
housing units. It appears, based on the acquisitions included in the asset base, that
they have been successful in accessing financing for this.

Avg. Size

Data not available

Restrictions

Presumably there would be some restrictions on the provincial portion of revennes
however, it is unknown what they may be.

DEBT RATIO

$0.74

Comparator

SMEs Debt Ratio: $0.73 - $0.80

By comparison to SMEs, this group’s debt ratio is about the same. When compared
to other NPO types, it ranks among the highest. This is due to the high proportion of
leveraged fixed assets.

Summary of

On the whole, this group appears to have successfully accessed significant

Financing financing in order to support their large fixed asset acquisitions over time.
Needs & Fit Their short-term liquidity is among the lowest however they have fairly
with CSBFA significant long-term investments. Their revenue sources indicate a reliance
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on government; particularly provincial government funding which has been
going through restructuring across the country. It is believed that they would
have an ongoing need for major fixed asset purchases that would likely be
greater that the maximum set under the CSBFA.

Summary of Financing Needs ‘

VSO Type

CHARITIES

Sub Category Financing Needs/Extent Satisfied

Hospitals and
Teaching
Institutions

Places of
Worship

Foundations

Other Charitable
Organizations

a large asset base and considerable clout from
which to obtain operating capital if required

for major asset purchases, their foundations
generally provide the monies

a large asset base and considerable clout from
which to obtain operating capital if required

for major asset purchases, specific long-term
fundraising initiatives are developed to offset
financing requirements

many of their ongoing financing requirements would
likely be operational versus asset based

a large asset base and considerable clout from
which to obtain operating capital if required

they do not appear to have a need for financing of
the nature envisioned by the CSBFA

less financing options than other charitable groups
due to a lack of access to large unencumbered
assets or foundations for fundraising that the other
non-Foundation groups have

it is believed that for the most part, their financing
needs are more operational than asset based which
would not be eligible under the CSBFA

NPOs

Multicultural

Agricultural

Boards of Trade
& Chambers

it is believed that for the most part, their financing
needs are more operational than asset based and
where major assets are required (buildings), the size
would likely exceed CSFA eligibility.

they have large amounts of liquid assets from which
to make purchases or leverage financing so the
need for financing is not apparent

their average revenue size would effectively
eliminate their potential participation in the CSBFA.
although no significant demonstrated need for fixed
assets appears, where there is a need, they should
be able to access financing based on their relatively
unencumbered asset base.




Arts or Cultural

Civic
Improvement

Educational

Recreational or
Social

Professional
Associations

Other Types
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an asset base that is largely leveraged already, a
significant dependency on government for funding
and cash flow problems all suggest that they face
more difficulty in accessing financing.

it is believed that for the most part their financing
needs are mote operational than asset based which
would not be eligible under the CSBFA.

There appears to be gaps in this group’s financing
requitements although the differences among
organizations included in this group would likely
vary significantly.

it is believed that for the most part, their financing
needs are more operational than asset based which
would not be eligible under the CSBFA.

It is believed that for the most part, that their
financing needs would center on computer
equipment, furniture and leaseholds which would all
be eligible under the CSBFA, however it is felt that
the majority of their financing needs would be
operational.

Their large proportion of revenues spent on salaties
and benefits does not leave much room for
operating costs and debt servicing.

It is believed that for some organizations within this
group, they would have ongoing needs to purchase
assets of the nature that would be eligible under the
Act. However, many social organizations, having
already purchased their buildings, would not have a
significant ongoing need to make asset purchases or
even major leasehold improvements.

It is believed that they would have an ongoing need
for minor asset purchases (those eligible under
CSBFA) in order to provide for the efficient delivery
of their services and activities

With their strong liquidity and significant long-term
investments, they would likely be able to access
financing to meet their needs.

On the whole, this group appears to have
successfully accessed significant financing in order
to support their large fixed asset acquisitions over
time.

Based on the assumption that housing activities
make up the bulk of this group. It is believed that
they would have an ongoing need for major fixed
asset purchases that would likely be greater that the
maximum set under the CSBFA.




Financing Needs of the Voluntary Sector--46

In reviewing the analysis of the voluntary sector as a whole, it appears that
many of the financing needs of these organizations are likely operational or are
too large for eligibility under the CSBFA. There are however, large variances in
financing needs within this sector.

Where needs exist for eligible asset purchases, some organizations require
significant equipment to run their operations. Arts and Cultural organizations for
example, have a requirement for expensive woodworking equipment to build
sets. The bulk of organizations however, will mostly require smaller asset
purchases such as minor leaseholds and office equipment upgrades. For assets
of this nature, the cost of utilizing CSBF programs would have to be weighed
against existing access to financial sources to determine what is best for the
organization.

VSO access to capital issues were addressed recently by the Canadian Centre for
Philanthropy in their submission to the Panel on Accountability and Governance
in the Voluntary Sector,

"While there are concerns about the inability of voluntary groups to gain
access to capital, these seem to relate primarily to practices within the
financial services sector rather than to legislative barriers.”

This suggests that the problem with accessing capital by the VSO sector possibly
lies in a lack of understanding of the nature of VSOs as well as the corresponding
difficulty in adequately assessing the risks involved in providing financing to
them. Talk to a banker about financing a theatre group or social club and they
will likely roll their eyes. This will need to be addressed if CSBFA is extended to
the voluntary sector.

CSBFA, as demonstrated through its utilization by SMEs, could be a valuable tool
to some VSOs in meeting their financing needs. Further analysis of the specific
types of organizations, based on direct consultation, needs to be undertaken in
order to be effective.
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