30 April 2009
Board of Directors

Canadian Airborne Forces Association

Audit Report
1. At the 14 March 2009 Board of Directors Meeting, Jay Lapeyre and Dave Pentney undertook to perform an audit of the Canadian Airborne Forces Association (CAFA) financial records.

2. The audit took place on 28 April 2009.  It is important to note that this audit did not consist of a line-by-line review of transactions.  Rather, we examined the bookkeeping structure that was in place and conducted spot checks of the documents that were made available to us.
3. General Observations.

a. Assets.  CAFA assets consist of our bank account and investments.  Collectively, these are treated as one “general” account with the Treasurer reconciling the bank account statement monthly and the investments annually on maturity;
b. Receipts.  The principal source of revenue for the Association is individual memberships.  All monies received are deposited in the Association’s bank account with the specifics of each item recorded manually on the deposit slip.  The treasurer prepares a receipt for each item.  In the case of memberships, a charitable donation receipt for 50% of the membership is also to be prepared.  Other strictly charitable donations are receipted for 100% of the value of the donation is prepared;
c. Disbursements.  All disbursements are by cheque.  The cheques require double signature and are duplicate so that a record of each cheque is maintained;

d. Financial Statements.  Financial statements are prepared by the Treasurer on an as required basis.  These are manually prepared based on the balance from the previous statement, plus the receipts and minus the disbursements from the intervening period; and
e. Records.  The Treasurer’s records are handed over from one treasurer to another.  There are a substantial number of records that are a burden to warehouse by the Treasurer.

4. Findings.
a. Budget.  The Association does not have an approved annual budget to guide its financial activities.  A budget is an essential tool for planning purposes and for measuring performance.

b. General Ledger.  At the moment, a General Ledger does not exist.  In its absence, it is a relatively cumbersome process to prepare financial statements, review cash flow patterns and to have a current view of the Association’s financial status;
c. Account Structure.  At the moment, all funds are accounted for in one “general” account.  This makes it extremely difficult to maintain visibility over the difference between operating expenses and charitable expenses;

d. Loans to the Association.  There was a period at the end of 2008 that extended into 2009 where the Association did not have the funds available in the bank to meet its commitments.  One option that was explored at the time was to cash in one of the investments; however, the loss that would have been incurred by doing so would have been prohibitive.  The Treasurer and one other member “loaned” the Association $750 each as bridge financing to cover the shortfall.  They have subsequently been repaid;
e. Accounting Year.  The Treasurer had, until recently, been using the Federal fiscal year (1April to 31 March) as the Association’s fiscal year.  This has now been amended to coincide with the calendar year; and

f. Liabilities.  Liabilities, particularly the liabilities incurred by pre-paid memberships are not accounted for; therefore their impact is not full reflected or considered nor considered.

5. Recommendations.  The Audit Board recommends:

a. Association Budget.  A budget for the period 1 January to 31 December 2010 be prepared for the approval of the Board of Directors at the next, (post 2 May 2009) Board of Directors Meeting.  Thereafter; annual budget should be prepared for the approval of the membership at the Annual General Meeting;

b. Accounting Software.  That the Association purchase a simple accounting software package for use by the Treasurer and that the Association pay for any training in the use of this software; and
c. Account Structure.  The Association’s account structure should be modified to reflect the Association’s General Operations and its Charitable Operations.  One possible account structure is at Annex A.

d. Records.  The Treasurer should only hold seven years of records.  Records older than that should be destroyed on an annual basis.

Dave Pentney





Jay Lapeyre


Annex A to
Audit Report
Dated 30 April 2009

CANADIAN AIRBORNE FORCES ASSOCIATION
PROPOSED ACCOUNT STRUCTURE

	ACCOUNT
	SUB-ACCOUNT
	

	
	Revenue
	Disbursements
	Notes

	Operating Account
	
	
	

	
	Annual Membership
	
	Note 1

	
	Pre-Paid Membership
	
	Note 2

	
	Other Revenue
	
	

	
	
	Maroon Beret
	Note 3

	
	
	Postage
	Note 3

	
	
	Office Expenses
	

	
	
	Other Expenses
	

	Charitable Account
	
	
	

	
	Annual Membership
	
	Note 1

	
	Pre-Paid Membership
	
	Note 2

	
	Other Charitable Donations
	
	Note 4

	
	
	Maroon Beret
	Note 3

	
	
	Postage
	Note 3

	
	
	Office Expenses
	

	
	
	Bursaries
	

	
	
	Donations to other Charities
	

	
	
	Other Charitable Disbursements
	

	Pre-Paid Memberships
	
	
	

	
	Operating Account
	Operating Account
	Note 2

	
	Charitable Account
	Charitable Account
	Note 2


Notes:
1.  50% of membership goes to each account and therefore must be accounted for separately.
2.  Pre-paid memberships are a liability that must be accounted for.  For example, assume a member who pays $100 for a six year pre-paid membership in 2009 for 2009, 2010, 2011, 2012, 2013, and 2014.  Of this amount $50 is directed toward the operating account and $50 is tax receipted and directed toward the charitable account.  In each case $10 may be applied as revenue for 2009.  The remaining $40 is a liability.  In other words, this money cannot be spent, nor should it be reflected as revenue in neither the operating account nor the charitable account until it comes due in successive years.  How much per year is an open question.  The assumption with pre-paid memberships is that the interest gained by investing the out-year amounts will at least meet or exceed the cost of the sixth year.  This assumption is based on a 10% or higher interest rate.  A more measured approach be to apply each $50 across all six years: 2009 - $9; 2010 -$9; 2011 - $8; 2012 - $8; 2013 - $8; and 2104 - $8.
3.  A portion of the publication and postage to deliver the Maroon Beret may be eligible for charitable finding; however, this should be presented to Canada Revenue Agency for a ruling.
4.  80% of tax receipted donations have to be disbursed to charitable activities.
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