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EXECUTIVE SUMMARY
Philanthropic Foundations Canada (PFC) welcomes the opportunity to contribute to the
Government of Canada’s consultations on “Boosting Charitable Spending in our
Communities.” This submission builds on the policy brief PFC presented to the federal
government in June 2021 and reflects the most extensive consultations – with members
as well as sector partners and experts – undertaken in PFC’s 20-plus-year history.
PFC supports an increase to the minimum Disbursement Quota as part of a package of
policy measures aimed at boosting charitable spending in communities. PFC also
believes that, in order to modernize the overall non-profit and charitable sector,
particularly post-pandemic, the issue goes well beyond the percentage of assets to be
annually disbursed. It is PFC’s strong recommendation that the federal government
adopt a whole-of-government approach that looks beyond the limitations of the DQ
alone in meeting the objective of increasing funding flows to communities in all of their
diversity. By taking a broader view and addressing some key related policies, PFC
believes that we can better ensure that communities that have been historically and
persistently under-funded and excluded receive greater access to charitable
spending.
In taking an impact and equity approach to boosting philanthropic funding to
communities, PFC considered the broader public policy question: How can foundations
fulfill their missions and better serve the common good both now and in the future? In
addressing this overarching question, PFC distilled three key conditions that would
enable increased spending to be both more effective and equitable as well as help
modernize the overall non-profit and charitable sector:
1. Put more charitable assets to work for the common good by going beyond
charitable granting set by the DQ to include the deployment of more foundation
assets through impact investing and other forms of responsible investment.
2. Improve equity and distribution of charitable assets by creating a more diverse and
level playing field to more effectively support non-profit groups that provide public
benefit even if they do not formally have charitable status.
3. Address the data deficit within and about the charitable and non-profit sector so
that both government and the sector can improve analysis, accountability,
transparency and impact.
These three enabling conditions are in turn based on five principles that PFC believes
must be at the core of all policymaking affecting the non-profit and charitable sector in
general, and philanthropy in particular: Autonomy; Solidarity and inclusion; Diversity and
sustainability of foundation models; Evidence-based policymaking; and Partnerships.
The first part of this submission outlines these five core principles and three enabling
conditions; the second part provides detailed responses to the six questions posed in
the government background document.
Notably, in conjunction with its support for an increased DQ to a minimum of 5%, PFC
recommends a reasonable transition period to the new DQ regime in order to allow
foundations not only to grow their granting, but to encourage diversification beyond
existing partners to be more inclusive of communities that are usually under-served and
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under-funded. PFC also proposes a periodic review (e.g. every five years) of the DQ
according to a data-driven formula that promotes philanthropic impact and precludes
capital accumulation in endowments.
PFC also underscores the need for a diverse, transparent and accountable sector as
well as inclusive and informed decision-making. Philanthropy’s collective responsibility
also requires ongoing encouragement of innovative and different operating models –
ranging from spend-downs to long-term endowments – in order to effectively support
the common good.
Through these recommendations, the philanthropic ecosystem can better contribute to
strengthening and sustaining a more dynamic and inclusive civil society – which is the
ultimate mission of philanthropy and fundamental both to the health of our democracy
and to our collective well-being. To do so, a modernized regulatory architecture that
embraces and protects the diversity and independence of foundations’ missions can
also encourage the transfer of capital to a wide range of philanthropic initiatives that
enable both immediate and long-term outcomes supporting the well-being of all
communities.
PART 1 – PFC’S PROPOSED HOLISTIC APPROACH TO BOOSTING CHARITABLE SPENDING IN OUR
COMMUNITIES
Philanthropy has evolved over the last fifteen years in order to better support
organizations working on the frontlines to address community, social and environmental
risks by providing sources of patient capital and investment as well as by building
relationships across civil society. Recent events – including the pandemic and climate
catastrophes – have reinforced our knowledge that together we are stronger.
Philanthropy is also diversifying to include a rapidly growing number of public and
private foundations, supporting more issue-specific and key social issue investments
responding to priorities from Reconciliation and Indigenous self-determination, gender
equality and anti-racism to climate change, mental health and more.
In light of these changes, philanthropic foundations have become both more active
and more agile as recognized and essential partners to civil society and non-profit
organizations working directly with a wide range of Canadians, causes and
communities. Without such productive partnerships within the non-profit and charitable
ecosystem, foundations could not begin to achieve their own goals, let alone broad
critical societal ones. The sector is modernizing, and it is important that partnerships with
government also support these efforts. To that end, and in support of this consultation,
PFC proposes that an exclusive focus on the Disbursement Quota would represent a
missed opportunity not only to boost charitable spending in Canada, but to further
modernize the non-profit and charitable sector.
In the 2021 federal budget, the government signalled its intent to increase the
Disbursement Quota (DQ) as the means to “boosting charitable spending in our
communities” and a subsequent document released by Finance Canada states that:
“supporting Canada’s charities, non-profits, social enterprises, and other organizations
to provide vital services to our communities, including to the most vulnerable members
of society, is a key priority of the federal government.” PFC shares the government’s
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goals of increasing spending and supporting equity-seeking communities in
particular. While we believe that increasing the DQ is a necessary step, we also know
that it is far from sufficient if the federal government is to achieve its stated goal of
boosting charitable funding in communities – let alone other government priorities with
respect to equity, diversity and inclusion.
It is PFC’s strong recommendation that the federal government look beyond the
limitations of the DQ alone being studied at Finance Canada and involve other
departments – including the Canada Revenue Agency, Employment and Social
Development Canada, and Statistics Canada – in meeting the objective of increasing
funding flows to communities in all of their diversity. By taking a broader view and
addressing key related policies, we will develop a stronger path toward our
mutual goals and better ensure that communities that have been historically and
persistently underfunded and excluded receive greater access to charitable spending.
Government policy and relations with the non-profit and charitable sector should be
organized to support and sustain strategic engagement with the public sector.
Government policy should be coordinated in a way that ensures the well-being of our
sector: in addition to its unmatched social impact, it represents more than 8% of
Canada’s GDP and employs well over two million people, most of whom are women. A
dynamic and integrated ecosystem, including a ‘home in government’ for the sector,
would have immense benefits both in promoting the partnerships and public good that
come from collaboration between our sectors, and in helping avoid piecemeal,
uncoordinated and ineffective efforts and outcomes.
PFC welcomes Finance Canada’s consultations on the DQ signalled in the April 2021
federal budget and launched last month. Indeed, PFC embarked on its own
consultation process – the most extensive in the organization’s 20-plus-year history –
involving member surveys, focus groups, interviews, CEO gatherings, workshops and
public webinars in addition to an in-depth Investment and Disbursement Quota survey
prepared by an independent firm specializing in ESG (found in annex to this submission).
Moreover, in March 2021, the PFC Board created a special Working Group on the DQ,
which met regularly with legal, academic and other experts as well as sector partners
and community leaders in the course of developing our position. Several members
shared modelling with sensitivity analysis with respect to different DQ levels; and PFC
also contracted experts at Carleton University and PwC to assist us in our research
efforts, notably in assessing how to improve Form T3010 used by charities to report their
activities to the CRA. In June, PFC also hosted well-attended public webinars featuring a
range of foundation views and community perspectives on the DQ.
Through this process, PFC concluded that an exclusive focus on the DQ would represent
a missed opportunity to not only boost charitable spending in Canada, but to
modernize the sector. Most foundations already grant out more than the
DQ, and many have stepped up even further during the pandemic through collective
calls to action such as the Give 5 Pledge as well as at their own initiative. Without
considering the broader policy context, a narrow focus on this single instrument could
be of limited use and may well result in exacerbating some of the inefficiencies and
inequities the federal government seeks to address. Indeed, without undertaking
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additional policy measures, it could undermine the government’s stated objectives –
not only those specific to these consultations, but the broader recovery agenda.
We understand that other policy measures are outside the mandate of the Finance
Canada consultation. However, we believe the non-profit and charitable sector has
demonstrated its constructive and continuing role in achieving societal benefits, and
that it warrants a “whole-of-government” approach. In fact, PFC strongly supports
recommendations aimed at creating a single departmental home for the non-profit and
charitable sector within the federal government – building on the long-standing
approach in Québec and similar to the BC government’s move earlier in 2021.
FIVE CORE PRINCIPLES FOR POLICYMAKING REGARDING THE PHILANTHROPIC SECTOR
PFC believes that there are five principles that must be at the core of any and all
policymaking affecting the non-profit and charitable sector in general, and
philanthropy in particular:
1.

AUTONOMY: Civil society is an essential building block of democracy – important
not only in its own right, but in filling the space untouched by the public and
private sectors. As foundations are critical elements of civil society, any policy
regulating their work should ensure that foundations remain operationally
autonomous and independent.

2. SOLIDARITY AND INCLUSION: The regulatory framework governing foundations should
promote their ability to work in equitable partnerships with diverse civil society
organizations at the forefront of impact. It should support the capacity of all
groups engaged in charitable activities – including and especially those from
equity-seeking communities who have been historically and persistently excluded
as well as under-funded by public and private entities – to build relationships and
access resources from foundations without prejudice.
3. DIVERSITY AND SUSTAINABILITY OF FOUNDATION MODELS: The organizations that
philanthropy supports play a key role in addressing the complex set of challenges
faced by society. These supports require both short-term and long-term
approaches and investments. As such, government policy should foster a
diversity of foundation models including those with flow-through models, those
that spend down or sunset over a prescribed period of time and those premised
upon long-term or indefinite horizons.
4. EVIDENCE-BASED POLICYMAKING: The regulatory frameworks affecting our sector
should be based on sound, complete and publicly reviewable and accessible
data. To maximize impact and minimize unintended consequences, policy
development must be evidence-based.
5. PARTNERSHIPS: Civil society organizations, including foundations, are the primary
partners of governments in ensuring a healthy democratic society. These
partnerships must be recognized by any regulatory framework affecting the
philanthropic sector. While the financial contributions of foundations are dwarfed
by those of government, philanthropy plays a critical, distinctive and
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complementary role. Notably, foundations, through their granting and
investments:
● provide social risk capital to community organizations;
● are particularly focused on advancing charitable objectives and advancing
the missions of civil society organizations including equity-seeking groups; and
● support long-term engagement on complex social, environmental and
cultural issues.
Based on these core principles, PFC is proposing a broad and holistic approach to
boosting charitable spending. Increasing the flow of funds to communities requires shifts
both in how foundation assets are invested and in who receives funding from
foundations. By aligning charitable assets with the flow of charitable spending – and
expanding the base of recipients for that funding – we will develop a stronger path to
meeting the government’s goal and ensure that historically and persistently excluded
communities receive greater access.
THREE ENABLING CONDITIONS FOR BOOSTING CHARITABLE SPENDING IN COMMUNITIES
In taking a more holistic approach, PFC considered the broader public policy question:
How can foundations better fulfill their missions and better serve the common good now
and in the future? In addressing this overarching question and building on the five core
principles outlined above, PFC has distilled three key enabling conditions:
1. Putting more charitable assets to work for the common good: Going beyond annual
charitable granting set by the DQ to include the deployment of all foundation assets
through impact investing and other forms of responsible investment.
2. Improving equity and distribution of charitable assets: Creating a more diverse and
level playing field to more effectively support non-profit groups that provide public
benefit even if they do not formally have charitable status.
3. Addressing the data deficit within and about the non-profit and charitable sector so
that both government and the sector can improve analysis, accountability,
transparency, and impact.
ENABLING CONDITION 1: PUTTING MORE CHARITABLE ASSETS TO WORK FOR THE COMMON GOOD
Going beyond charitable granting set by the DQ to include the deployment of all
foundation assets through impact investing and other forms of responsible investment.
Recognizing, tracking and encouraging foundations to better align their capital with
their respective missions and values would go a long way to increasing the impact of
foundations and charitable spending in the community. Raising the DQ centres on
increasing grants; but grants constitute a fraction of the financial clout of foundations’
capital, and just one of the ways foundations contribute to the common good. In 2011
the Canadian Task Force on Social Finance made a recommendation – endorsed by
both PFC and Community Foundations of Canada – that a minimum of 10% of each
foundation’s capital should be invested in program-related investing (PRI). Although PRI
is rapidly increasing (to nearly 8% according to our PFC 2021 investment survey), most
foundations still fall short of this goal.
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PFC believes that the government can nudge foundations to dedicate at least 10% of
their assets into projects, programs and investments that further each organization's
charitable objectives. PFC supports building public reporting and other tools to track
and encourage PRI and related commitments. Meeting – let alone exceeding – the
recommended minimum 10% PRI goal would eventually bring billions of new investments
to public and community priorities, including subsidized housing, childcare, social
finance, clean energy and Green Bonds. PFC proposes that, while the 10% target should
be voluntary, reporting could become mandatory – alongside any and all investments
of assets – through the collection of relevant data via Form T3010 or other tools. A pilot
period could identify possible issues and any absorption or distorting market issues.
Furthermore, greater transparency regarding the use of foundations assets would
strengthen the sector. As with the requirement that foundations report on funding
provided to qualified donees, a similar reporting mechanism could be established
detailing the makeup of a foundation's investment portfolio.1
PFC is in the process of exploring complementary approaches to the DQ. An indicator
that combines grants and program-related investments could help shift mindsets within
the sector and beyond to approach philanthropy from a lens that aims to align more of
our assets to positive social and environmental impacts.
ENABLING CONDITION 2: IMPROVING EQUITY AND DISTRIBUTION OF CHARITABLE ASSETS
Creating a more diverse and level playing field to more effectively support non-profit
groups that provide public benefit even if they do not formally have charitable status.
Many organizations serving diverse communities across Canada are not formally
classified as “qualified donees” by the Canada Income Tax Act. Alongside charities,
non-qualified donees (NQDs) such as grassroots organizations and other community-led
initiatives do crucial work helping to bolster social cohesion and inclusion in addition to
providing critical services that contribute to healthier, safer, more sustainable
societies. Supporting non-qualified donees is imperative to advancing equity and justice
as on-the-ground initiatives are often the most nimble and best equipped to identify
and advance solutions for their own communities, and key resources available in
historically and persistently excluded communities are often provided by local
grassroots leadership. Such initiatives are overwhelmingly led by racialized and other
groups that are under-served, under-represented and under-funded in philanthropy.
Outdated rules prevent charities from providing funds to non-charities unless they enter
into an agreement whereby they exercise “direction and control” over the activities of
their NQD partner. This requirement hinders equitable partnerships by creating unequal,
colonial and paternalistic power dynamics. It also makes charitable work
cumbersome, inefficient and ineffective. Ultimately, because NQD partners are forced
to act as mere agents of large charitable organizations, the current rules undermine
genuine and long-standing commitments to reconciliation with Indigenous peoples as
well as efforts to address systemic racism, sexism and other forms of discrimination.
The rules create an unnecessary barrier between funders and those serving legitimate
community needs, thereby restricting the impact of a range of community-based
1

See annex on Form T3010 for more detailed recommendations
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organizations working for the public interest and perpetuating a cycle of marginalization
for many groups working to advance equity in their communities.
The current Income Tax Act policy regime impedes many NQDs from accessing
charitable funds to the same degree as more privileged demographics. It currently
takes substantial time, money and other resources both to obtain charitable status and
to work with charitable partners; these are investments and trade-offs that some
community groups are not able to make or choose not to make. While some of these
groups may formally seek charitable status, others remain dedicated to their work in
their community as unincorporated grassroots, non-profit and/or community groups.
In promoting a shift in focus from ongoing operational control of activities to ensuring
that charitable resources are devoted to achieving charitable outcomes, support for
non-profits, social enterprises and civil society groups would expand – thereby allowing
for greater collaboration and impact in supporting Canadians and in serving
communities. We therefore urge the government to both (a) level the playing field
between all non-profit groups that provide a public benefit – regardless of whether they
formally hold charitable status or not – and (b) enable charities to more easily partner
with and fund NQDs. Developing avenues for NQDs to engage and participate without
prejudice would help build trust and collaboration that would contribute to the good of
society.
Without reforming NQD requirements, a DQ increase would likely exacerbate preexisting inequities across race, gender, sexual orientation, faith, disability and economic
status. For all these reasons, we encourage the government to support the relevant
legislative amendments adopted by the Senate in The Effective and Accountable
Charities Act.
ENABLING CONDITION 3: ADDRESSING THE DATA DEFICIT WITHIN AND ABOUT THE CHARITABLE SECTOR
Addressing the data deficit within and about the non-profit and charitable sector so that
both government and the sector can improve analysis, accountability, transparency
and impact.
Today we do not have a reliable picture of philanthropic activities, trends or impacts. A
modern and fully functioning policy framework between governments and charities
must be transparent, data-driven and evidence-based to fully assess the magnitude,
nature and diversity of initiatives supported by the sector. Neither the charitable sector
nor the government has that data today. The current data reporting system falls short
and needs significant improvement.
For the non-profit and charitable sector, the lack of adequate data presented
significant challenges during the COVID pandemic for how it could respond to
community needs. For the government, the absence of data means that understanding
and effectively administering a system around the DQ will fall short. It also impairs
modernization and policymaking for both the government and the sector. Better data
and fact-based understanding leads to better results.
More and better public data is required to improve analysis, accountability,
transparency and impact. It would also advance the government’s commitments to
improve its quality-of-life measures and the availability of disaggregated
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data. Ultimately, data is required to fully assess the public goods and benefits being
supported by philanthropic foundations. The ongoing collection and dissemination of
disaggregated data on the non-profit and charitable sector – including the state of
equity in the sector, the work it does, the populations with which it works, and sector
leadership – is critical to be able to monitor, understand and address sector and
community health and impact.
Specifically, PFC believes that the federal government should invest more in data
through Statistics Canada and implement key proposals identified in the 2019 Senate
Report and report of the federal Advisory Committee on the Charitable Sector. PFC also
supports the Disaggregated Data Action Plan announced in Budget 2021 through
Statistics Canada and the CRA. These agencies need additional and permanent
resources both to collect, analyze and share sector data as well as to improve Form
T3010.
Overhauling Form T3010 used by charities to report their activities to the CRA,
mandating online filing, reporting on investments and diversity at the leadership and
board levels are necessary to support greater transparency, better data and more
impactful philanthropy overall. Statistics Canada’s report on Diversity of Charity and
non-profit Boards of Directors illustrates the importance and utility of data in both
shaping the sector and gauging its impact. Such data collection should be
incorporated into T3010 reports on an ongoing basis rather than as one-off reports.
Many instances of DQ non-compliance may be due to poor understanding of Form
T3010; a simple, low-cost and effective means to boost DQ compliance therefore is
through modest changes to Form T3010 to help charities correctly calculate their
minimum disbursement obligations and to provide greater visibility on whether they are
meeting the DQ. Included in annex to this report we provide detailed
recommendations aimed at improving Form T3010.
PFC proposes these three enabling conditions as necessary pre-conditions to meeting
the government’s objective of boosting charitable spending in communities. We look
forward to engaging in both the technical aspects of the Finance Canada consultation
on the DQ (see specific responses below), and to welcoming further engagement with
CRA, Statistics Canada and ESDC in order to build and leverage the impact of the
philanthropic sector to best serve societal needs, Canadians and their communities.
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PART 2 – PFC’S RESPONSE TO QUESTIONS IN THE GOVERNMENT BACKGROUND PAPER
With the fundamentals of our position outlined above in the section “A Holistic
Approach to Boosting Charitable Spending in Communities”, the second section of the
PFC submission directly addresses the six “Key Considerations” put forth in Finance
Canada’s Background Paper regarding which “feedback is being sought.”
1. SHOULD THE DISBURSEMENT QUOTA BE RAISED TO PRODUCE ADDITIONAL FUNDING FOR CHARITIES , AND
TO WHAT EXTENT?
Yes. PFC supports a Disbursement Quota (DQ) increase as part of a package of policy
measures aimed at boosting charitable spending in communities. PFC takes a holistic
view of the DQ as we recognize that it is but one aspect of the fundamental role of
philanthropy in promoting the common good. There are many factors that go into
delivering on our mission and our members take these responsibilities seriously. The DQ is
a necessary but far from exclusive factor in philanthropic foundations’ impact. We
believe that, in order to modernize the sector, particularly post-pandemic, the issue
goes far beyond the percentage of assets to be disbursed. It is about philanthropy’s
moral responsibility to society: doing more, doing better, and doing it right.
As such, it underscores the need for a diverse, transparent and accountable sector as
well as inclusive and informed decision-making. Philanthropy’s collective responsibility
also requires ongoing encouragement of innovative and different operating models,
including the role and impact of endowments in supporting the public good – ranging
from addressing immediate needs to systemic challenges and future crises. Changes
are already underway in the sector, and we welcome the opportunity to have
government policy support those changes.
In light of the above and based on historical evidence as well as future modelling, PFC’s
position with respect to the DQ is as follows:
● PFC supports increasing the DQ floor as part of philanthropic foundations’
fundamental obligation to serve the common good by meeting both immediate
and longer-term challenges.
● PFC endorses a minimum DQ of 5% - representing a 43% increase over and
above the current 3.5% DQ
● PFC recommends a periodic review (e.g. every five years) of the DQ according
to a data-driven formula that promotes philanthropic impact and precludes
capital accumulation in endowments. The periodic review should include an
analysis of a rolling five-year average of inflation, and actual returns and liquidity
for a responsible and balanced investment portfolio.2
● PFC recommends a reasonable transition period to the new DQ regime in order
to allow foundations not only to increase their granting, but to encourage
diversification beyond existing partners to include communities that are underserved and under-funded. A transition period is also required for the federal
government, in collaboration with provinces, to provide legal pathways for trusts
As a floor for disbursing assets, the DQ should reference long-term rates of returns for prudent and diversified investment
practices by endowed foundations. As such, the DQ is best calculated on the basis of a formula that is revised and
revisited on a periodic basis. We encourage the federal government to consider a formula along these parameters: DQ =
responsible investment indexed net returns – average inflation – reasonable operating costs.
2
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and foundations that are legally prohibited from encroaching on their capital to
comply with the new DQ regime.
*How PFC arrived at 5%
PFC has done extensive work regarding various specific DQ rates. In May, a survey was
carried out by a third party on foundations' disbursement quotas and investment
practices. Analysis of the survey yielded some initial insights into the anticipated DQ
increase. 91% of respondents to the survey were PFC members, and 9% were some of
Canada's largest non-member foundations. Most respondents (73%) have a policy
guiding their foundation's disbursement of assets and, importantly, most foundations
exceed the current DQ of 3.5% as outlined Table 1, which summarizes respondents’
grant disbursements from 2018-20. Note that from 2010 to 2018 (a period for which we
have more extensive data, the actual DQ rate was 4.2%.
Table 1 - Foundations' Grant Disbursements
Amount | Year 2018
2019
Less than 3.5% 23%
23%
3.5 %
12%
7%
More than 3.5% 63%
67%

2020
16%
9%
75%

Regarding a permanent increase to the DQ, 76% indicated that a DQ of 4.5% would be
sustainable; 56% indicated that a DQ of 5% would be sustainable; and 17% view 7% as
sustainable. These results roughly align with the results from the short survey done in
March of PFC’s 25 largest members by assets.
PFC also reviewed historic analysis of investment yields across different asset classes. We
commissioned a report from PwC to assess the short- and long-term impacts on funding
outflows from increasing the DQ: particularly how grants may be affected over 5year,10-year and 20-year horizons, and possible impacts on investment strategies and
investment returns as they affect the sustainability and stability of the charitable sector
and its ability to serve the public. This data largely corroborates analysis done
elsewhere, notably by the Council of Michigan Foundations.
At a 3.5% DQ, there has been some capital accumulation within endowments since the
decrease in the DQ came into effect in 2009. Under the strong market performance
since 2009, the DQ can increase while still sustaining endowments for the long term (for
foundations that choose this path). A 5% DQ rate is at the margins of sustainability for
many of our members. In particular, for smaller foundations and those with more
conservative investment portfolios, there is the real risk of erosion of capital over time.
Notwithstanding the fact that a DQ floor of 5% would represent a stretch for many
philanthropic foundations, we recommend this rate based not only on the evidence we
have gathered; it reflects our values and aspirations as a sector to meet both current
and future needs.
A separate study (in annex to this submission) determined that disbursements by a
significant proportion of Canadian charitable foundations tended to pool around the
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DQ. Consequently, the adjustment of the DQ from 4.5% to 3.5% in 2004 showed an
accompanying decline in disbursements as a percentage of total assets.3
Since 2004, the steady growth in charitable foundation assets has also meant a steady
decline in distribution as a percentage of total assets. PFC interprets this data as
showing both that the disbursement quota rate does impact disbursements, and that
Canadian charitable foundations are in a position to increase disbursements.4
2. WOULD IT BE DESIRABLE TO INCREASE THE DISBURSEMENT QUOTA TO A LEVEL THAT CAUSES FOUNDATIONS
TO GRADUALLY ENCROACH ON INVESTMENT CAPITAL , AND WOULD IT BE SUSTAINABLE IN THE LONG-TERM FOR
THE SECTOR?
No. Unless the Government of Canada is prepared to take the position that all
foundations must spend down all of their assets within a prescribed time frame, those
that choose to support and be engaged in multi-generational work should be able to do
so through sustainable and responsible investment practices. This would require a much
more extensive conversation about the role of endowment funds, including the
thousands that already exist across the country.
PFC supports a diversity of models of philanthropic foundations, and we are committed
to increasing the level of awareness and strategic choices involved in different
foundation models. The policy landscape – notably the DQ – should allow both spenddown and long-term foundations to flourish. For those foundations that operate on a
spend-down or limited-lifetime model, the DQ level is less relevant as their raison d’être
is premised on a rapid pay-out rate – usually within a generation – that would likely
exceed even a high DQ. More work can and should be done to learn from and build on
this emerging model of philanthropy. An increasing number of foundations are on a
spend-down path (unless they receive additional large gifts to compensate for the
erosion of their capital). For those that are endowed and operate on the basis of longterm engagement, a DQ that regularly encroaches on capital is not desirable.
PFC’s support for a minimum 5% DQ recognizes the reality that the predominant model
in the philanthropic sector, including the majority of PFC members, remains a multigenerational model. From our analysis, an increase of the DQ to 5% falls within the
narrow range that yields both higher aggregate granting and a reasonable path for
long-term sustainability for foundations that wish to pursue multi-generational impact.
An increase of the DQ to 5% would likely require most foundations to encroach on
investment capital during recessionary periods. Nonetheless, over the long term (i.e. a
period of 20 to 25 years), a 5% DQ would still allow foundations a reasonable chance to
maintain their capital (for both their granting and investments) for long-term
engagement. The periodic review combined with the proposed formula (outlined under
Question 1 above) would ensure that capital accumulation does not occur or adjust the
rate if investment performance has been poor over a five-year period. Furthermore, the
review would provide key insights into the relationship between the composition of an
investment portfolio, the returns, the impact on liquidity and capacity to grant.

N. Grasse & E.A.M. Searing, Foundations, Assets, and the Disbursement Quota – 2000 to 2017: A Study of Canadian
Foundations (2021). Carleton University.
4 Searing, E. A. M., & Grasse, N. (2021). The U.S. Form 990 User’s Guide to the Canadian T3010. Carleton University.
3
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Based on a sensitivity analysis of many PFC members and other Canadian foundations,
a DQ at 7% or more would result both in less granting over time as endowments decline
(by design through an increased DQ, ceteris paribus) and in less impact investing by
foundations as longer-term returns on their investments become less desirable. The
result ultimately runs counter to the policy outcome sought – that is to boost charitable
spending in communities.
As with governments of all sizes, philanthropic foundations require both operating and
capital accounts – with the Québec Fonds des Générations and Alberta’s Heritage
Savings Trust Fund as two contrasting domestic examples and Norway’s Sovereignty
Fund as a compelling foreign model. For many foundations, the capacity to maximize
engagement over a long period of time (i.e. operating account) is directly related to
the returns and new transfers to their endowment (i.e. capital account).
A diversity of philanthropic models is key to addressing critical issues today, while
ensuring resources are also available to tackle long-term challenges. PFC’s view is that
those foundations that choose to support and be engaged in inter-generational work as
well as persistent or unforeseen problems should be able to do so through sustainable
and mission-related investment practices. PFC also believes that foundations that desire
to maximize their impact over the short term and opt to spend down their assets should
be encouraged and supported to do so.
The Government may want to consider incentivizing foundations who choose to
operate at a high payout rate or investing in public goods. For example, charitable
assets that have been placed in impact investment projects could be removed up to a
cap from the DQ calculations. PFC would welcome the opportunity to work with the
government on policy changes aimed at unlocking more philanthropic capital in a way
that complements – not replaces – the increased granting targeted by a higher DQ.
Above all, PFC would welcome the opportunity to work closely with government to
advance a realistic and responsive policy framework that recognizes and respects the
diversity of approaches and timelines adopted by the philanthropic sector in
advancing the common good while the sector diversifies and modernizes.
3. WHAT ADDITIONAL TOOLS (E.G., MONETARY PENALTIES OR OTHER INTERMEDIATE SANCTIONS ) SHOULD
BE AVAILABLE TO THE CRA TO ENFORCE THE DISBURSEMENT QUOTA (DQ) RULES?
PFC does not believe that additional tools would be required and encourages the CRA
to employ the full range of those – both carrots and, when necessary, sticks – at its
disposal. PFC supports the Canada Revenue Agency’s “Education First’’ strategy in
ensuring compliance. However, this strategy requires additional resources to become
more effective.
The CRA already has the ability to apply monetary penalties to charities for noncompliance with regulatory requirements, albeit none of these are specifically designed
for non-compliance with the DQ. If the CRA Charities Directorate identifies noncompliance, it can require the registered charity to make additional disbursements or, in
extreme cases, can revoke the registration of the charity. Monetary penalties take
dollars out of the charitable sector by forcing spending in excess of the DQ, potentially
harming the financial sustainability of charities. Revocation has been treated as a last
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resort for much the same reason, as it risks taking funds out of the charitable sector.
Furthermore, the legal and financial costs to the regulator in enforcing these regulations
can be substantial. For these reasons, CRA seldom applies monetary penalties or
revocation.
PFC recognizes that compliance is an issue that requires attention. We encourage
greater transparency and compliance both through regular reporting by and ongoing
education of foundations. PFC also calls on the federal government to invest in simpler
DQ calculations rules (aligned with the periodic review), audit functions and address
data deficits in reporting (in annex to this submission, please see our detailed
recommendations regarding Form T3010, the form used by charities to report their
activities to the CRA. Not only does a significant proportion of Form T3010 returns
contain mistakes, many instances of DQ non-compliance are due to poor
understanding of. A simple, low cost and effective means to boost DQ compliance
therefore is through changes to Form T3010 to help charities correctly calculate their
minimum disbursement obligations and to provide greater visibility on whether they are
meeting the DQ. A major benefit of this change is that compliance could be increased
without the need to provide a huge boost to the CRA resources dedicated to this issue
(e.g., either upon initial processing of Form T3010 or through an increase in the number
of charity tax audits undertaken each year). In this regard, the “carrot” could more
important and effective than the “stick.”
Registered charities currently do not have clear guidance on how to calculate their DQ
obligations from the information supplied on Form T3010. Reproducing the guidance on
the “disbursement quota calculation” found on CRA’s website and in Guide T4033
within Form T3010 or as a supplementary schedule to Form T3010 could improve
reporting compliance by charities, especially with respect to how to compute “assets
not used in charitable activities or administration” (i.e., Lines 5900 and 5910).
Integrating the DQ formula within Form T3010 or on a supplementary schedule, once
Line 5900 and Line 5910 are computed, would allow the charity to understand the
amount of required disbursements, impact of gifts or grants from related charities and of
permission to accumulate provisions (if any) on the DQ obligation, and what
expenditures are qualifying expenditures for the following fiscal year. This would
ultimately help charities and foundations to understand the extent to which their
resources and assets are to be used to fulfil their charitable mandates, help CRA identify
non-compliance risks, and help charities manage their investment assets and plan their
spending on qualifying expenditures in subsequent years.
The threat of penalties and revocation should remain, and they must be enforced by
CRA in cases of egregious non-compliance – particularly without proper cause or prior
authorization. CRA should have the necessary resources to pursue these cases that
undermine the credibility and impact of the sector. Nonetheless, sanctions alone would
not be sufficient to maintain the integrity of the regime. The primary focus should be to
better support improved reporting. Please see our detailed recommendations for
improving Form T3010 in annex to our submission.
In addition, PFC is committed to partnering with the CRA to improve understanding by
foundations of their responsibilities and to avoid common misunderstandings and
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mistakes in filling Form T3010.As per our enabling condition on addressing the data
deficit, transparency and accountability are fundamental to maintaining the integrity of
the charitable system and the trust of Canadians as well as to improve learning and
planning.
4. DO THE RELIEVING AND ACCUMULATION OF PROPERTY PROVISIONS CONTINUE TO BE USEFUL FOR
CHARITIES?
Yes. While this matter seldom applies to our membership, PFC believes that these
provisions continue to be useful for some charities. Permission to accumulate property
provisions allows a registered charity to seek approval from the CRA to raise and
accumulate significant funds for large scale charitable projects (such as capital
infrastructure projects and capital asset acquisitions) and defer the charitable spending
of those funds until a later future period, without triggering disbursement shortfalls in the
fundraising charity during the accumulation periods. This is mechanically achieved by
permitting the charity to exclude funds accumulated for the specific project during all
taxation years covered by the permission plus any income earned on accumulated
funds during all taxation years covered by the permission less accumulated funds spent
during the permission periods, from the charity’s unused assets calculation.
A request to accumulate property is done on a specific case basis, and typically is
pursued by a charitable organization who has a large-scale project that requires
significant funds to be raised in advance of the charitable spending or by a charitable
foundation that specifically exists to raise funds for that charitable organization.
Authorization for permission to accumulate property is not sought out with any regularity
by registered charities (including by charitable foundations whose primary purpose is to
support other qualified donees through grant-making activities). In 2019, approximately
769 of 83,521 charitable organizations (0.9%) undertook fund-raising that was subject to
authorization by the CRA.
Given that the permission to accumulate property provisions plays an important role in
the facilitation of large capital projects, we recommend these provisions be maintained
in their current form.
5. DO THE EXISTING CARRY-FORWARD PROVISIONS STRIKE THE APPROPRIATE BALANCE BETWEEN ENSURING
THE TIMELY DISBURSEMENT OF FUNDS AND ALLOWING FOUNDATIONS TO MAKE LARGE GIFTS ON A MORE
INFREQUENT BASIS?

Yes. PFC’s central concern is one of principle: as with the data-driven formula we
propose for reviewing the DQ on a periodic basis, the goal is to promote philanthropic
impact while precluding capital accumulation. Canada has provisions around the
smoothing of disbursements over time, allowing registered charities to carry forward
disbursement excesses for five subsequent taxation years and permitting to use those
accumulated excesses to make up for disbursement shortfalls in any of those five
subsequent years. These provisions are similar to those currently in place in the United
States.
In our experience, charitable foundations find the flexibility allowed by these provisions
to be valuable including, but not limited to, being able to accumulate resources in
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order to fund (a) significant charitable projects in one particular year and (b) multi-year
programs based on the program’s budgetary needs and not based on the funding
charity’s DQ requirements.
PFC has seen no evidence that carry-forward provisions affect the timely deployment of
resources into the charitable sector. For example, if the concern is that charitable
foundations make use of these provisions to reduce disbursements when the economy is
in recession (when investment returns tend to be weaker), the latest PFC survey data
suggests the opposite is the case. In the most recent PFC survey, responding charitable
foundations increased their disbursements in FY2020 relative to previous years with 76%
reporting that they exceeded the 3.5% DQ in FY2020 up from 60% in FY2018 and 70% in
FY2019.5
6. ARE THERE ANY TEMPORARY CHANGES TO THE DISBURSEMENT QUOTA THAT SHOULD BE CONSIDERED IN THE
CONTEXT OF THE COVID-19 RECOVERY?
At this stage of the COVID recovery, PFC’s view is that no temporary changes are
needed to the DQ – provided this is subject to periodic review as proposed in response
to Question 1 above. In conjunction with its PFC’s support for an increase of the
minimum DQ from 3.5% to 5%, going forward, this floor should be reviewed periodically
(every 5 years) and set according to a data-driven formula that both maximizes
philanthropic impact and precludes capital accumulation in endowments.
In the context of the COVID-19 response and recovery, PFC has called on all its
members in particular, and the philanthropic sector in general, to be as generous as
possible for as long as possible. Institutional giving needs to step up more than ever not
only to respond to greater need, but to compensate for the decline in individual giving.
The sector can play a modest counter-cyclical role during crises. And while foundations
have stepped up in extraordinary ways, private philanthropy cannot – and has never
purported to – replace governments. The combined total of all assets held by
foundations (approx. $92B) in 2019 represents less than four months of all spending by
the Government of Canada in the 2019-20 fiscal year – before COVID hit. Those private
assets are further dwarfed by the unprecedented spending in response to the
pandemic.6
In sum, it would be a serious policy mistake to view the foundation capital assets as an
alternative to government leadership and the significant public spending required
during these unprecedented times.
Rather than quick fixes and narrow policy prescriptions, what is needed is a policy
reform agenda aimed at modernizing the whole non-profit and charitable sector so
that it can continue to serve the common good and, ultimately, fulfill its social contract
with communities across Canada.

Investment & Disbursement Survey. (2021). Millani & Philanthropic Foundations Canada.
Lasby, D., & Barr, C. (2018). 30 Years of Giving in Canada - The Giving Behaviour of Canadians: Who gives, how, and
why? Rideau Hall Foundation & Imagine Canada. Retrieved September 24, 2021.
5
6
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ABOUT PHILANTHROPIC FOUNDATIONS CANADA
Created in 1999, Philanthropic Foundations Canada (PFC) is a national charitable
organization that strengthens Canadian philanthropy in all its diversity and in its pursuit of
a just, equitable and sustainable world. PFC represents over 130 grant-making
organizations – notably public and private foundations created by families,
corporations, communities and other entities – ranging in size from relatively small ($1
million in assets) to relatively large (over $23 billion). Together, our members collectively
manage $36 billion in assets – representing 39% of the $92 billion in assets of all 10,646
foundations (both private and public) in Canada. In 2018, current PFC members made
over $841 million in grants and over $393 million in foundation-managed charitable
activities.
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ANNEX 1 – PFC Recommendations regarding T3010 Form7
This annex to PFC’s submission to the Government of Canada addresses several key
issues that have been identified regarding the Form T3010. The Form T3010 is simple and
easy to use relative to similar forms in other jurisdictions. However, it is recommended
that changes could be made to improve both accountability and transparency,
enabling greater insight into Canada’s charitable sector, while maintaining the
simplicity of reporting for charitable foundations, and ultimately maximizing social
impact. They are:
1. Improve clarity and tracking of DQ calculations
2. Reduce ambiguity of reported information concerning charitable activity and
social impact
3. Include mechanisms for reporting on long-term investments
4. Require reporting on donor-advised funds (DAFs)
5. Provide for better reporting on work with non-qualified donees (NQDs)
6. Reduce ambiguous information
7. Improve overall data integrity
8. Require reporting leadership diversity
1. Improve clarity and tracking of DQ calculations
A lack of clarity regarding DQ calculations on the form hinders reporting quality and
disbursement compliance. If DQ compliance is to be supported, then the Form T3010
should be amended in some if not all of the ways outlined below.
Guidance on how to perform the necessary calculations should be reproduced in the
Form T3010. This applies particularly to Lines 5900 and 5910. Currently, guidance on
performing these calculations can only be found on the CRA’s website, the Guide
T4033, and on a supplementary schedule for the Form T3010. Containing this information
within the form would expedite and reduce errors in reporting. It will also allow for
charities to calculate their disbursements for the following year and better manage
their resources and assets to meet their charitable mandates.
There is a need for clarity and transparency in Sections C8 and C9 in terms of
compensation for directors/trustees, officers, persons not at arms-length, and
employees of a charitable foundation. In particular, Section C8 does not offer any
breakdown of compensation amounts and the purposes for compensation, while this is
required for employees under Section C9 and Schedule 3. It can be added that capital
accumulated beyond the disbursements during a taxation year can also be reported
to show its different sources. This could provide analysts with a better understanding of
where accumulated capital originates from.
2. Reduce ambiguity of reported information concerning charitable activity and social
impact
PFC’s recommendations draw on research conducted by Nathan Grasse (Associate Professor at Carleton University’s
School of Public Policy and Administration), Elizabeth Searing (Assistant Professor of Public and Nonprofit Management at
the University of Texas at Dallas), and work it commissioned of PwC.
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Information requested on charitable activity and social impact can be ambiguous or
lacking. Currently, the Form T3010 only includes data on aggregate expenditures by
business number. As such, the only measure of impact is the monetary amount spent by
a charity. The Form T3010 could be amended to collect data that better assists the
government, funders and the wider non-profit and charitable sector to understand how
money is being invested back into community. The government should explore and cocreate with the non-profit and charitable sector amendments to the T3010 (but also
other reports from StatsCan) to capture the diversity of mandates, leadership and
beneficiaries of organizations and programs receiving funding, especially as they
pertain to support for equity-seeking communities.
3. Include mechanisms for reporting on long-term investments
The Form T3010 lacks reporting around long-term investments. The lack of
disaggregated data concerning investments (by geography, class, purposes, and
others) can lead to several problems.
Inputs from the Form T3010 cannot easily be used to calculate unused assets. To
facilitate the easy calculation of unused assets, Line 4140 can be broken down into
asset classes, such as publicly-listed securities (held as investments only), programrelated securities, social impact securities, non-qualifying securities, and other assets.
Furthermore, the aggregate data does little to show market fluctuations, or how the DQ
could be adjusted accordingly. Section D and Schedule 6 could specify disclosure of
unrealized gains and losses on invested assets held by charities at the taxation yearend. This would indicate the change in market value and volatility of invested assets
held by charitable foundations while also providing transparency and the opportunity
for periodic adjustments to the DQ rate in accordance with market conditions and
investment risk profile.
Clarity could also be provided on the degree and nature of charities’ investments that
have a social purpose, including socially responsible investments (SRIs), mission-related
investments (MRIs), program-related investments (PRIs). Presently, Line 4400 of Section D
and Line 4130 or 4140 of Schedule 6 make no distinction between lower-yield PRI and
market rate of return MRIs. Greater specificity would allow charitable foundations to be
provided with guidance on how to maximize social impact while remaining sustainable.
Furthermore, this would allow for greater transparency and public input into where
funds should be disbursed.
4. Require reporting on donor-advised funds (DAFs)
Presently, there are no specific reporting requirements for donor-advised funds. The
addition of new reporting requirements could improve transparency, as well as provide
the public and charity regulator with better insights as to how DAFs are managed and
how funds are deployed into the non-profit and charitable sector. If a charity maintains
a DAF whereby the donor is granted a non-binding right to provide advice on future
grants, the following information in its T3010 Return should be made compulsory.
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The information collected by the Form T3010 could include total DAF endowed asset
value (fair market value) at end of a taxation year and at the end of the immediately
preceding taxation year: aggregate value of DAF contributions received in a taxation
year; aggregate value of grants/gifts to qualified donees from DAF accounts during a
taxation year; number of DAF accounts at the end of a taxation year; aggregate value
of endowed contributions received in a taxation year; total DAF account value at the
end of the taxation year and end of the immediately preceding taxation year; and
aggregate disbursements of net income arising from endowed funds during a taxation
year.
5. Provide for better reporting on work with non-qualified donees (NQDs)
There is a lack of opportunity for full disclosure on the Form T3010 for charities engaging
in partnerships with non-qualified donees. Registered charities currently work through
fee-for-service contracts, in trusteeship and shared platforms arrangements, and may
also provide investments to NQDs. However, even when the activity conducted by the
NQD is charitable in nature, it is not always reflected in the reporting of the charity’s
activity spending. Often, funds to NQDs flow through qualified donees, and are
reported in the latter’s tax filings as donations, or as salaries in the case of service
agreements. However, this process is not always transparent with regard to where the
funds are spent. The Form T3010 could ask additional questions, such as:
• Did the charity invest in or contribute resources to a joint venture or similar
arrangement with a non-qualified donee during the taxation year or contract a
non-qualified donee to carry out charitable activities on its behalf?
• If YES, is this an investment of the charity or a charitable program-related
arrangement?
• If YES to a charitable program-related arrangement, provide details on the
nature of the arrangement, charitable purpose that the amounts contributed
fulfil, if any.
• If YES to a social impact investment, provide details on the nature of the
investment, charitable purpose that the amounts invested fulfil, if any.
6. Reduce ambiguous information
Much of the publicly available data collected through the Form T3010 is ambiguous
and difficult to understand. This could be an impediment to anyone trying to analyze
the data, CRA included, and any data-driven policies derived from the Form T3010.
There is no distinction between an incomplete entry and entering a zero, which limits
studies of the distributional characteristics such as means and medians. Revenue
thresholds – which determine whether Section D or Schedule 6 is filed – is unclear. For
example, asking for “gross revenues” is a term not used elsewhere in the document.
Similarly, charities are not required to report unused assets if they fall below the
threshold listed at the top of Section D. An incomplete Schedule 6, or having Section D
also being completed, makes it unclear if charities are below the threshold or simply did
not understand or respond to the question properly.
Line 5900 and Line 5910 require references to Income Tax Regulations 3701 and 3702 for
proper computation of the average value of assets not used in charitable activities or
administration in the preceding 24 months. A supplementary schedule to assist with
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computation would improve the quality of information and compliance with the
conditions set forth in the Income Tax Act.
The Form T3010 also fails to make a distinction between management fees and other
costs incurred by charitable foundations. Depending on their size, these fees can pose
an impediment to disbursement maximization. These fees should be better understood
in order to advise charitable foundations on how best to reduce them. This will enable
comparisons between charitable foundations, from which an understanding of what
constitutes reasonable management fees will emerge. In the Form T3010, these fees
can be broken down, which will contribute to the overall transparency and
accountability of charitable foundations.
Finally, it can be noted that the two foundation indicator questions A3 are unclear, and
have no clear relation to the questions in Schedule 1.
7. Improve overall data integrity8
The data provided by the Form T3010, although valuable, is not always credible and
usable for research purposes. Confusing phrasing, as well as lack of clarity on formulas
and calculations, results in incorrect information being reported unintentionally. The
following outlines the sections of the Form T3010 that must be remedied if the data
gained from the form is to be more useful.
Integrating the DQ formula within Form T3010 or on a supplementary schedule - once
Line 5900 and Line 5910 are computed – would allow the charity to understand the
amounts of required disbursements for the current year and following year and what
expenditures are qualifying expenditures for the following fiscal year. The form should
also include a place where net assets can be listed, allowing the balance sheet figures
to form the fundamental equation of accounting so that it can double-check itself
(assets = liabilities + net assets). This can potentially improve the error rate when filing the
Form T3010. Line 4166 could also be changed to add clarity, either noting in the
document that amortization should be represented as a negative number that offsets
the capital assets, or by making the calculation automatically as a deduction.
Checkboxes could also be very useful, for example to help an organization determine if
it would be filling out Section D or Schedule 6 (both of which should also have their
variables harmonized, as with the line on government subtotals, or types of revenues).
This would allow for a smoother imputation of zeros. Checkboxes could also be
included to clarify whether the return is amended, and a stub accounting period or
partial return.
For monitoring and research purposes, it should also identify zeros as distinct from
missing information. Similarly, reporting on volunteer activity could provide an
understanding of cash versus in-kind contributions to a registered charity. Separate
column offsets for numbers that need to be treated differently, such as negatives, could
also provide clarity as to how the DQ is calculated.
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Searing, E. A. M., & Grasse, N. (2021). The U.S. Form 990 User’s Guide to the Canadian T3010. Carleton University.
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For section D, more information on the assets and liabilities of smaller organizations
could also be required. Guidance could be provided for what does and does not
constitute a fundraising expense, setting out a clearer standard, as is also the case for
the section on amortization. More information could also be required on liabilities. Even
in Schedule 6, it is unclear whether a charity is taking on a line of credit or a mortgage,
both having different implications for future financial health. Q&A assurances should be
offered for issues such as the fact that the two foundation indicator questions do not
match.
When calculations are incorrect, they should be automatically flagged in the Form
T3010 so that users can make corrections. To mitigate this, advanced instructions should
be provided to charities.
8. Require reporting on leadership diversity
The Form T3010 should also capture whether registered charity and their qualified
donees have target beneficiaries in its leadership. This would improve transparency and
accountability, and enable donors to better identify the organizations that are best
suited to meet the needs of the target group.
As part of the Form T3010, registered charities should identify the beneficiaries of
charitable programmes (by identifiable group), and whether qualified donees are also
led by the target beneficiaries. At a minimum, senior staff and board of directors should
all be included. There should also be an opportunity to provide qualitative aspects of
programming. The output would not be a prescriptive definition of an equity-led
organization, but it would provide open data to better understand equity in the
charitable sector. This could reveal gaps in how social support is provided, identify
underserved groups, and stimulate donations to charities addressing specific issues.
Further Notes
In many instances, DQ non-compliance can be attributed to a poor understanding of
the form used by charities to report their activities to the CRA and the flaws with the
form itself. The aforementioned changes to Form T3010 present a low-cost way to
improve compliance, improve transparency and accountability, and strengthen the
non-profit and charitable sector in Canada.
CRA may incur additional costs in its pursuit of greater automation and data-entry
support. Sourcing software that can handle the direct upload of the Form T3010 (ideally
in electronic form) and process it without copy errors would be strongly advisable. In
addition to more accurate data, this will also facilitate more expedient availability, and
subsequently more responsive research and policy.
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