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In this brief, PFC makes four recommendations to the Government of Canada that 
will enhance the vital economic and social contributions of philanthropy and the 
non-profit and charitable sector more broadly for Canadians. They will help remedy 
the existing inequities of access to charitable funds by marginalized communities 
that are reinforced by deficiencies in the regulatory regime governing the sector.    
 
RECOMMENDATION 1 - Ensure supports for new qualifying disbursements and 
disbursement quota rules through resources, training and clarifying language about 
pooled funding  
 
RECOMMENDATION 2 - Commit to regular reviews of the disbursement quota regime 
at least every 5 years 
 
RECOMMENDATION 3 – Address the data deficit by overhauling the T3010 and 
tracking impact investment  
 
RECOMMENDATION 4 - Designate a dedicated advocate or “home” for the non-profit 
and charitable sector within the machinery of government 
 
 

  

EXECUTIVE SUMMARY 
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Canada’s non-profit and charitable sector has been leading on the frontlines of the 
pandemic, providing unique and vital supports as well as filling gaps in communities 
all across the country, often led by leaders from the very communities most 
affected. Indeed, as a cornerstone of civil society and crucial service provider, 
organizations are continuing to step up, while demands for services evolve and 
continue to increase. At the same time, they are facing extreme staff and volunteer 
burnout and shortages, severe declines in revenues, increased costs and inflation 
challenges, along with many other issues other sectors of the economy are also 
experiencing.1  
 
In addition to its immeasurable social impact, our sector supports Canada’s economy 
to a remarkable degree - employing 2.4 million people (1 in 10 workers, 77% of which 
are female) and contributing 8.4 percent of our national GDP - which is as much as 
the transportation sector, and more than fisheries and oceans, or agriculture. 
 
Canada’s non-profit and charitable sector is a fundamental partner of the 
Government of Canada. And a vital aspect of this sector is Canada’s grantmaker 
community – charitable foundations, non-profits, organizations and programsIn 2018, 
all public and private foundations’ assets totaled close to $91.2B, and $7.02B was 
granted to qualified donees across Canada and internationally, partnering across the 
sector to advance critical social, environmental and cultural issues and programs.  
 
However, it is critical to recognize that the size of their grants and investments pale 
in comparison to those of government and individual donors. Foundations’ most 
significant and unique role is in focusing as funders on advancing charitable 
objectives of organizations, oftentimes and increasingly providing social risk capital. 
More than government or individual donors, they support long-term engagement on 
some of the toughest, most complex and long-term issues the sector addresses. As 
charities themselves, foundations are uniquely positioned to confront and engage on 
the harder, longer-term challenges that many other funding entities will not or 
cannot.  
 
In this context, a major challenge we are facing is that old operating models 
governing the sector are not adequately meeting needs and urgently need renewal. 
 
As PFC shared publicly in April 2022, we were very pleased and energized by the 
Government of Canada’s announcements in Budget 2022 to modernize aspects of the 
regulatory framework for the non-profit and charitable sector - most notably with an 
increase to the disbursement quota rate for charities with assets over $1M, improving 
data collection from charities, including whether charities are meeting their 
disbursement quotas, and on investments and donor-advised funds, as well as its 
interest in supporting the important partnerships that charities have with 

 
1 For more details see for example “Inflation driving up demand and costs while creating desperation” by 
Emily Jensen, Imagine Canada, July 25, 2022.  

INTRODUCTION AND BACKGROUND 
 

https://imaginecanada.ca/en/About-the-sector
https://imaginecanada.ca/en/About-the-sector
https://www150.statcan.gc.ca/n1/daily-quotidien/210628/dq210628c-eng.htm
https://pfc.ca/documents/snapshot-of-foundation-giving-in-canada-in-2018-and-trends-2013-2018/
https://pfc.ca/documents/snapshot-of-foundation-giving-in-canada-in-2018-and-trends-2013-2018/
https://pfc.ca/documents/snapshot-of-foundation-giving-in-canada-in-2018-and-trends-2013-2018/
https://pfc.ca/documents/budget-2022-includes-pfc-recommendations-for-major-changes-to-the-regulatory-regime-of-canadas-charitable-sector/
https://www.imaginecanada.ca/en/360/priorities-and-challenges-nonprofits-third-quarter-2022?utm_content=buffere3709&utm_medium=social&utm_source=linkedin.com&utm_campaign=buffer
https://www.imaginecanada.ca/en/360/priorities-and-challenges-nonprofits-third-quarter-2022?utm_content=buffere3709&utm_medium=social&utm_source=linkedin.com&utm_campaign=buffer
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organizations that advance social issues and deliver programs but are not qualified 
donees (“non-qualified donees” or NQDs). 
 
The work already undertaken by government to implement those promises has also 
been noted and commended. PFC was pleased and relieved that the government 
worked with the sector to revise aspects of the initial language in the Budget 
Implementation Bill 1, avoiding an inflexible and prescriptive regulatory framework for 
charities to work with NQDs. However, we were disappointed that a key amendment 
concerning pooled funding (“directed giving”) did not pass. 
 
We are at a watershed moment in Canada’s history to take meaningful steps towards 
ensuring the realization of fairness, equity and equality of opportunity for all 
Canadians. PFC applauds the many new and expanded government funding programs 
that have been made available to our sector and to new initiatives to support 
underserved demographics, such as the Indigenous Community Support Fund, the 
Black-led Philanthropic Endowment Fund, and the Federal 2SLGBTQI+ Action Plan. 
Dedicated, abundant and continued funding is imperative.  
 
At the same time, far-reaching regulatory change is also fundamental to ensure that 
the non-profit and charitable sector can continue to provide vital services to 
Canadians during what is turning out to be a protracted pandemic and recover post-
crisis. Principles of equity and inclusivity continue to be undermined by shortcomings 
in the current policy regime itself, despite the advances and investments.  
 
For these reasons, PFC strongly urges the Government to consider the set of 
recommendations for Budget 2023 we lay out below. We stress that the government 
must continue working with the sector on modernizing the regulatory regime.  
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At present, guidance is being developed for the new qualifying disbursements regime 
and disbursement quota regimes.  
 
It is critical that government provides the needed supports to ensure sector 
understanding and compliance of the new rules. The vast majority of foundations in 
Canada are completely or mainly volunteer run, and it is essential that provisions 
being developed are practical for users to support learning and awareness in order to 
ensure understanding and compliance.  
 
In general, supports should include sufficient resources and adequate training by 
CRA officials on the rules and the guidance developed in consultation with the 
sector, as well as regular public information sessions developed in consultation with 
the sector, especially over the next year as the new rules come into force after the 
new guidance has been released.  
 
PFC stands ready to support these educational efforts by CRA. 
 
Disbursement quota 
 
In August 2022, the Government of Canada announced draft legislative proposals to 
the Income Tax Act, including amending language to more clearly spell out that 
expenditures on administration and management of charities must be included in the 
disbursement quota calculations. We recommend that guidance documents clearly 
explain how expenditures on administration and management of charities are defined 
by the Government of Canada, to ensure that they are properly accounted by 
charities.  
 
We also recommend that annual statements that are sent to every charity to help 
them understand their disbursement quota obligations and how they must expend, 
like the annual statements sent to individuals. 
 
Qualifying disbursements  
 
As PFC, Cooperation Canada, and many other leaders in the sector have noted to the 
government, legislation passed in the Budget Implementation Bill 1 for Budget 2022 
regarding qualifying disbursements discourages charities from contributing to pooled 
funds supporting NQDs. This is because the legislation says that organizations 
jeopardize losing their charitable status for knowingly making gifts that will be 

RECOMMENDATION 1 
Ensure supports for new qualifying disbursements and  

disbursement quota rules through resources, training and  
clarifying language about pooled funding  

 

RECOMMENDATIONS 
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dedicated to NQDs, or for allocating more than 50% of its resources to NQDs under 
the new qualifying disbursement regime.  
 
Our key concern with these provisions is that they create serious risk of the 
charitable status of charities engaging in partnerships with NQDs, and as a result will 
discourage pooled funding partnerships – an essential practice used commonly to 
achieve meaningful impact both in Canada and globally. 
 
Pooled funding allows one charity to raise funds from others for a common purpose 
and manage the relationship with grantees and other partners who have the best 
expertise, on-the-ground relationships, and know-how to reach a community in need 
and deliver on a given initiative. This practice is used frequently, especially during 
urgent and quickly evolving contexts, as has been seen during war, famine, natural 
disasters and the COVID-19 pandemic in Canada and around the world.  
 
A perfect example for the need of such an arrangement is Operation Ukrainian Safe 
Haven, the program selected by the Government of Canada for coordinating the 
domestic response to the situation in Ukraine, funded by Immigration, Refugees and 
Citizenship Canada and coordinated in partnership with the Ukrainian Canadian 
Congress. It is a national and coordinated initiative to bridge and link 
communications and resources with key stakeholders involved with supporting 
Ukrainians coming to Canada. 
 
The pooled funding model is an efficient and sometimes requisite method for getting 
funds to those who need them the most and can use resources the most effectively 
to address the issue at hand. Oftentimes those partners are NQDs, led by and serving 
Black, Indigenous and other marginalized communities in Canada – entities that 
generally have much less access to available charitable dollars than charities 
themselves.      
 
We stand by our policy recommendation on directed giving that the Government 
remove these two provisions under the qualifying disbursements regime. 
 
In the meantime, as guidance documents are being developed, we recommend that 
they ensure strong accountability while still being consistent with the spirit of Bill 
S216, as promised in Budget 2022.  
 
This means making certain that guidance provides the building blocks towards a level 
playing field for NQDs advancing social good, and removing barriers to access for 
NQDs and those charities that wish to partner with them, without creating new ones 
or recreating restrictions that appeared in the original legislation tabled in spring 
2022. 
 
In particular, it must prioritize creating a more enabling environment for pooled 
funding to happen. Specifically, we recommend statements in the guidance that:  

a) recognize the legitimacy and importance of pooled funding initiatives as a 
good practice  

b) affirm that so long as the activities of the NQDs being funded are delivering on 
the charitable purposes of the charity and meet the other accountability 
criteria outlined in the rules, fundraising for the explicit purpose of spending 

https://ukrainesafehaven.ca/
https://ukrainesafehaven.ca/
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charitable funds on the activities of NQDs and spending over 50% of resources 
on these activities are permissible.      

 
 
 
 
 
 
 
 
 
Rising inflation and unstable markets in Canada today are major issues, which 
underscore PFC’s important recommendation from its original submission to the 
Government of Canada on its 2021 consultation on Boosting Charitable Spending in 
Our Communities that regular reviews of the disbursement quota regime must be 
undertaken according to a data-driven formula that promotes philanthropic impact 
and precludes capital accumulation in endowments.  
 
A periodic review, as promised by the federal government in Budget 2022, should 
include an analysis of a rolling five-year average of inflation, and actual returns and 
liquidity for a responsible and balanced investment portfolio. As a floor for disbursing 
assets, the disbursement quota should reference long-term rates of returns for 
prudent and diversified investment practices by endowed foundations.  
 
As such, the disbursement quota is best calculated on the basis of a formula that is 
revised and revisited on a reasonable periodic basis – minimally every five years but 
sooner if unstable markets and inflation continue. We encourage the federal 
government to consider a formula along these parameters: DQ = responsible 
investment indexed net returns – compounded inflation – reasonable operating 
costs. 
 
 
 
 
 
 
 
 
Overhaul the T3010 
 
PFC encourages the government to refurbish the T3010, the annual return to 
government that all charities must complete. They should engage the sector in its 
re-design so that data can be more effectively captured and tracked in a way that is 
more useful. We recommended changes to T3010 that present a low cost way to 
improve compliance, transparency and accountability. In many instances, 
disbursement quota noncompliance can be attributed to confusion and poor 
understanding of the form used by charities to report their activities to the CRA and 
the flaws with the form itself.  
 

RECOMMENDATION 3 
Address the data deficit  by overhauling the T3010  

and track ing impact investment  

RECOMMENDATION 2 
Commit to regular reviews of the disbursement  

quota regime at least every 5 years 

https://pfc.ca/documents/consultations-by-the-government-of-canada-on-boosting-charitable-spending-in-our-communities/
https://pfc.ca/documents/consultations-by-the-government-of-canada-on-boosting-charitable-spending-in-our-communities/
https://pfc.ca/documents/consultations-by-the-government-of-canada-on-boosting-charitable-spending-in-our-communities/
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We have several recommended changes we previously outlined in detail, with 
rationales and precise sectional and line-item suggestions, in the annex of our 
submission to the Government of Canada on its 2021 consultation on Boosting 
Charitable Spending in Our Communities. We lay them out in summary here:   

• Improve clarity and tracking of DQ calculations  

• Reduce ambiguity of reported information concerning charitable activity and 
social impact.  

• Require reporting on donor-advised funds (DAFs) (NB: In Budget 2022, the 
Government of Canada promised to improve data collection from charities, 
including reporting on DAFs but they have not to date introduced guidance to 
this effect. Requiring reporting on DAFs in the T3010 would be one way to 
meet this commitment).   

• Provide for better reporting on work with NQDs  

• Reduce ambiguous language and information  

• Improve overall data integrity 

• Require reporting on leadership diversity  

• Include mechanisms for reporting on long-term investments (NB: In Budget 
2022, the Government of Canada promised to improve data collection from 
charities, including on investments but they have not to date introduced 
legislation to this effect. Include mechanisms for reporting on investments in 
the T3010 would be one way to meet this commitment).   

 
Impact investing can be incentivized through investment track ing  
 
Impact, mission-related and program-related investing represent investments of 
capital that deliver financial returns coupled with positive social and/or 
environmental outcomes. The assets that foundations and other charities invest can 
be powerful tools to achieve and accelerate charities’ visions and missions and 
create positive impact beyond financial returns.  
  
There are significant numbers of foundations in Canada caring about this and it’s 
growing. PFC recently reported a significant increase towards alternative investments 
as compared to previous years across our membership, but also noted that it is still 
an emerging space in Canada, accounting on average for 7.9% of total portfolio 
assets for foundations surveyed that engage in these investing activities.  
 
There are many in the sector leading the way, but there is not a huge and reliable 
ecosystem yet to further encourage this kind of investing at scale. The sector needs 
more investors to ensure success, as well as more capacity building for those 
oferring investment opportunities. PFC applauds the government’s large investments 
in these areas, such as the recently announced second round of the Investment 
Readiness Program, the long-awaited Social Finance Fund, and the National Housing 
Strategy, but government must also look to incentivize more of this activity. 
 

https://pfc.ca/documents/consultations-by-the-government-of-canada-on-boosting-charitable-spending-in-our-communities/
https://pfc.ca/documents/consultations-by-the-government-of-canada-on-boosting-charitable-spending-in-our-communities/
https://pfc.ca/documents/consultations-by-the-government-of-canada-on-boosting-charitable-spending-in-our-communities/
https://pfc.ca/documents/investment-disbursement-survey-executive-summary-2018-2020/
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As mentioned above, a specific action PFC encourages the government on is to 
follow through on its promise in Budget 2022 on the improved collection of 
information from charities related to investments. To date there have been no actual 
details or policy proposed regarding this promise, nor how it might relate to impact 
investments in particular, but mandating transparency would be an excellent and 
relatively straightforward way to help encourage more of this type of investing. 
  
Impact investment should represent at least 10% of total assets managed by 
foundations as the 2011 the Canadian Task Force on Social Finance recommended 
and which PFC has continually endorsed.  
 
 
 
 
 
 
 
 
The government is poorly served by its lack of knowledge of the non-profit and 
charitable sector, a uniquely large, powerful and impactful element of the economy 
and society. A home within government would provide much-needed information, 
analysis and advocacy, and a natural platform for collaboration, greater efficiency, 
and strengthening the long-term resilience and ongoing impact of the sector. 
 
Charities and non-profits have evolving revenue streams, cultures, and needs that 
are substantially different from other sectors. Policymakers across different 
departments who come to understand the role, challenges and opportunities for the 
sector can better ensure that government resources and policies effectively address 
the issues Canadians face.  
  
The federal Advisory Committee on the Charitable Sector is housed in the CRA, and 
does not have a mandate to provide the CRA with advice on areas outside its 
jurisdiction. As currently constituted, it falls short of the kind of role required by 
both the non-profit and charitable sector and the many departments within the 
federal government the sector works with and whose policies impact it. A home in 
government would allow for a more efficient communication and information sharing 
system.  
 
As government considers matters of policy – such as the disbursement quota, 
qualifying disbursements, new government funding programs and many other 
initiatives that directly impact the sector - a home in government would facilitate a 
more useful, streamlined and transparent process, one that engages all stakeholders 
across the government and sector and that draws on up-to-date knowledge and 
data. 
 
Along with international examples in Australia, New Zealand and the UK, BC and 
Quebec models provide some important insights about the critical value of a 
secretariat able to advocate and liaise with other government ministries. We 
recommend that the government review these models.  
  

RECOMMENDATION 4 
Designate a dedicated advocate or “ home”  for the non-profit  

and charitable sector within the machinery of government  

https://www.ourcommons.ca/Content/Committee/411/FINA/WebDoc/WD5138047/411_FINA_PBC2011_Briefs/Social%20Innovation%20Generation%20E.html
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We support the recommendation for a dedicated secretariat tasked   

• Regularly convening an interdepartmental working group  

• Convening federal/provincial/territorial meetings 

• Creating policies that cultivate a strong and resilient non-profit sector 

• Collaborating with Stats Canada on regular data products, including an annual 
report on the state of the sector 

 
This Secretariat can possibly be located at Innovation, Science, and Economic 
Development Canada (ISED). The convening and coordination mandate across 
government (as outlined above) is the key. 
 
PFC has made the recommendation for a home in government repeatedly for years, 
echoing calls from other sector voices, including Imagine Canada, the Ontario 
Nonprofit Network, the Advisory Committee on the Charitable Sector, and many 
others.  
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CONTACT 
Jean-Marc Mangin 

President & CEO 
jmmangin@pfc.ca 

 

ABOUT PHILANTHROPIC FOUNDATIONS CANADA 
 
A registered charitable organization, we strengthen organized philanthropy — 
in all of its diversity — in partnership for a just, equitable and sustainable 
world. 
 
We are an enabler for the common good. We advocate for good public policy 
concerning grantmaking and the wider non-profit and charitable sector, build 
collaboration among foundations and across sectors, and provide learning 
opportunities to support impact through peer-driven programs, mentorship, 
research and publications, conferences, and more. 
  
Our members are Canadian grantmakers – composed of private, public, and 
community foundations, corporate giving programs, donor-advised funds, 
charitable organizations, and non-profits. Over $50 Billion are collectively 
managed by our members, representing almost 50% of all assets of public and 
private foundations in Canada. 
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