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Finance Proposes Changes to Disbursement Quota for Charities and 
Some Increased Transparency 

 
By Mark Blumberg and Jessie Lang (August 29, 2022) 

 

On August 9th, 2022, the Department of Finance Canada announced that it has published 
draft legislation (and explanatory notes) to implement Budget 2022 tax measures and 
amendments for comment. These proposed changes will likely be included in a second 
Budget Implementation Act (“BIA”) later on in the year.  

We covered the first BIA here, which dealt with an additional system for Canadian 
charities dealing with non-qualified donees that don’t wish to use the “direction and 
control” rules.   

Among the proposed amendments to the Income Tax Act (“ITA”) are changes to the 
disbursement quota for registered charities (sometimes referred to as “DQ”) and 
measures to increase transparency regarding the filing status of T3010s. 

 

Changes to the Disbursement Quota 

The proposed changes increase the DQ for charities that have assets over $1 million 
such that the normal rate of 3.5% applies to assets below $1 million and any assets above 
the $1 million are subject to a 5% disbursement quota. 

Therefore, if the proposed changes are accepted, a charity with property over $1 million 
not used for charitable or administrative purposes in the last 24 months must disburse a 
minimum amount of funds equal to $35,000 (ie. 3.5% of $1 million) plus 5% for the portion 
of the property not used for charitable or administrative purposes in the last 24 months 
that is over $1 million. 

https://www.canada.ca/en/department-finance/news/2022/08/government-delivering-on-budget-2022-commitments-to-canadians.html
https://www.canadiancharitylaw.ca/blog/budget-implementation-act-passed-allowing-certain-additional-charitable-partnerships/
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The proposed changes do not fundamentally change the way the disbursement quota is 
calculated, they only make it a little more complicated.   

Furthermore, this change is not immediate as we have noted in our blog here. It only 
applies to the first fiscal year starting in 2023.     

This slight increase to the disbursement quota may satisfy some in the philanthropy 
community but we worry that it still falls short of generating a significant impact on funding 
to qualified donees. We would have preferred to see an increase to 7-10% in the 
disbursement quota and that the increase was immediate as we advocated for in our 
submission to Finance last September. 

Furthermore, through the proposed changes, Finance has clarified (although it was 
probably not necessary), that “expenditures on administration and management of the 
charity” are excluded from the calculation to satisfy the charity’s disbursement quota. The 
proposed language excludes any mention of fundraising expenditures; however, the 
explanatory notes do state that “this provision excludes expenditures for management, 
administration and fundraising from satisfying the disbursement quota requirements.”  It 
is not clear why the proposed changes don’t reference fundraising also being excluded.   
The explanatory note further states that determining whether a particular expenditure 
relates to management, administration and fundraising will be “a factual determination 
based on the activities and practices of the organization.” 

Registered charities should plan for the changes to come into effect on January 1,2023. 
Although this change may only have a real impact on less than 5% of Canadian charities, 
some of these charities will need to assess their current legal documents (such as articles, 
gift agreements, gifts acceptance policies, restricted gifts, etc.), adjust their investment 
policy statement, change their grantmaking budgets and, in some cases, enhance their 
grantmaking systems and capacity.  

 

Reduction of Disbursement Quota and Increased Transparency on Charity’s that 
Request Such Reduction 

Under 241(3.2) Provisions of Information – certain qualified donees, Finance has 
proposed a new paragraph (i) which permits CRA to release information that a registered 
charity has filed under subsection 149.1(5) dealing with a reduction in the disbursement 
quota as well as any response to such an application.  

This change will provide a tiny increase in the transparency of charities such that, if a 
charity requests a reduction in their disbursement quota at least CRA will be able to 
release such information to the public.    

https://www.canadiancharitylaw.ca/blog/update-on-the-disbursement-quota-and-the-federal-budget-2022/
https://www.canadiancharitylaw.ca/wp-content/uploads/2021/09/Should-the-disbursement-quota-for-registered-charities-in-Canada-change-or-be-left-alone-final.pdf
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Increased Transparency about failure to file T3010 on time   

Section 149.1(15) allows the Minister of National Revenue to communicate certain 
information about charities to the public.  

The proposed amendments to 149.1(15)(a) will allow the Minster to disclose the filing 
status or non-filing status of the T3010 by Canadian registered charities. 

This amendment provides a bit of increased transparency in the charity sector. At the 
moment, CRA cannot disclose that a charity has failed to file its T3010 except to 
authorized representatives of the charity.  About 600-800 charities lose their status every 
year because of failure to file and many try to re-apply for charity status which is time 
consuming.  

The information CRA sometimes has in its records as to who is authorized and their 
contact information is not always up-to-date. Many charities through omission or staff 
turnover omit to file their T3010 and lose their charitable status. Often the charity receiving 
the notice has changed addresses or the treasurer is no longer involved, etc.   

By having the ability to disclose the failure to file it is more likely that a donor or someone 
else will notice this failure to file and will remind the charity to file their return if for example, 
it is added to the Charities Listing.  Also, board or staff are more likely to be aware of the 
omission if it is added to the Charities Listing.    

Furthermore, for donors it will be will good to know if the charity they support is up to date 
in its filing. 

Note that if this amendment is accepted, the amendment will apply to charity information 
returns (T3010s) that are required to be filed for taxation years that end after the 
announcement date.  

 

Legislative Proposals: 

The full legislative proposals relating to the Income Tax Act and Income Tax Regulations 
can be found here:  

PDF Version: Legislative proposals relating to the Income Tax Act and the Income Tax 
Regulations (Technical Amendments)  

PDF Version: Legislative proposals relating to the Income Tax Act and the Income Tax 
Regulations (Budget 2022 and other proposals) 

 

 

https://fin.canada.ca/drleg-apl/2022/ita-lir-0822-l-1-eng.pdf
https://fin.canada.ca/drleg-apl/2022/ita-lir-0822-l-1-eng.pdf
https://fin.canada.ca/drleg-apl/2022/ita-lir-0822-l-2-eng.pdf
https://fin.canada.ca/drleg-apl/2022/ita-lir-0822-l-2-eng.pdf
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Explanatory Notes: 

The full Explanatory Notes can be found here:  

PDF Version: Explanatory Notes to Legislative Proposals Relating to the Income Tax 
Act and Regulations (Technical Amendments) 

PDF Version: Explanatory Notes to Legislative Proposals Relating to the Income Tax 
Act and Regulations (Budget 2022 and Other Proposals) 

 

For ease of reference, we have reproduced the relevant proposed changes to the ITA 
below under Schedule “A”. All proposed changes are indicated in red or in black 
strikethrough. The current wording of these sections in the ITA can be found in Schedule 
“B” at the end of this document.  

 

Mark Blumberg and Jessie Lang are lawyers at Blumberg Segal LLP in Toronto, Canada.  
To find out more about legal services that Blumbergs provides to Canadian charities and 
non-profits as well as foreign charities please visit www.CanadianCharityLaw.ca, 
www.SmartGiving.ca,or www.CharityData.ca  You can contact Blumberg Segal LLP at  
https://www.canadiancharitylaw.ca/contact_us or by telephone at 416-361-1982 or Toll-
Free: 1-866-961-1982 or charity@blumbergs.ca  

 

This article is for information purposes only. It is not intended to be legal advice. 
You should not act or abstain from acting based upon such information without 
first consulting a legal professional. 

 

 

https://fin.canada.ca/drleg-apl/2022/ita-lir-0822-n-1-eng.pdf
https://fin.canada.ca/drleg-apl/2022/ita-lir-0822-n-1-eng.pdf
https://fin.canada.ca/drleg-apl/2022/ita-lir-0822-n-2-eng.pdf
https://fin.canada.ca/drleg-apl/2022/ita-lir-0822-n-2-eng.pdf
http://www.canadiancharitylaw.ca/
http://www.smartgiving.ca/
http://www.charitydata.ca/
https://www.canadiancharitylaw.ca/contact_us
mailto:charity@blumbergs.ca
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Schedule “A” 
 

Qualified Donees 
 
Definitions 
 
149.1(1)1 

disbursement quota, for a taxation year of a registered charity, means the amount 
determined by the formula 

A/365 × B × 0.035/365 

where 

A is the number of days in the taxation year, and 

B is 
• (a) 3.5% of the prescribed amount for the year, in respect of all or a 

portion of a property owned by the charity at any time in the 24 months 
immediately preceding the taxation year that was not used directly in 
charitable activities or administration, if the prescribed that amount is 
equal to or less than $1 million but greater than 

o (i) if the registered charity is a charitable organization, 
$100,000, and 

o (ii) in any other case, $25,000,  

- (b) if the prescribed amount for the year in respect of all or a portion of 
a property owned by the charity at any time in the 24 months 
immediately preceding the taxation year that was not used directly in 
charitable activities or administration is greater than $1 million, $35,000 
plus 5% of the amount by which the prescribed amount exceeds $1 
million, and 

• (c) in any other case, nil; (contingent des versements) 

 
 
 
 

 

1 Note that the “prescribed amount” referred to in the proposed amendments, is determined under 
3701 and 3702 of the Income Tax Regulations.  
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149.1 (1.1)(d)  
 
Exclusions 

(1.1) For the purposes of paragraphs (2)(b), (3)(b) and (4)(b) and subsection 
(21), the following shall be deemed to be neither an amount expended in a 
taxation year on charitable activities nor a gift made to a qualified donee: 

o (a) a designated gift; and 
o (b) [Repealed, 2018, c. 27, s. 17] 

o (c) a transfer that has, because of paragraph (c) of the description of B 
in subsection 188(1.1), paragraph 189(6.2)(b) or subsection 189(6.3), 
reduced the amount of a liability under Part V; and 

o (d) expenditures on administration and management of the charity. 

149.1(4.1)(d) 

Revocation of registration of registered charity 

(4.1) The Minister may, in the manner described in section 168, revoke the registration 

(a) of a registered charity, if it has entered into a transaction (including a gift to another 
registered charity) and it may reasonably be considered that a purpose of the 
transaction was to avoid or unduly delay the expenditure of amounts on charitable 
activities; 

(b) of a registered charity, if it may reasonably be considered that a purpose of entering 
into a transaction (including the acceptance of a gift) with another registered charity to 
which paragraph (a) applies was to assist the other registered charity in avoiding or 
unduly delaying the expenditure of amounts on charitable activities; 

(c) of a registered charity, if a false statement (as defined in subsection 163.2(1)) was 
made in circumstances amounting to culpable conduct (as defined in subsection 
163.2(1)) in the furnishing of information for the purpose of obtaining or maintaining its 
registration; 

(d) of a registered charity, if it has in a taxation year received a gift of property (other 
than a designated gift) from another registered charity with which it does not deal at 
arm’s length and it has expended, before the end of the next taxation year, in addition to 
its disbursement quota for each of those taxation years, an amount that is less than the 
fair market value of the property, on charitable activities carried on by it or by way of 
gifts that are qualified qualifying disbursements to qualified donees or grantee 
organizations, with which it deals at arm’s length; 
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(e) of a registered charity, if an ineligible individual is a director, trustee, officer or like 
official of the charity, or controls or manages the charity, directly or indirectly, in any 
manner whatever; and 

(f) of a registered charity, if it accepts a gift from a foreign state, as defined in section 2 
of the State Immunity Act, that is set out on the list referred to in subsection 6.1(2) of 
that Act. 

149.1(5)  

Reduction 

(5) The Minister may, on application made to the Minister in prescribed form by a 
registered charity, specify an amount in respect of the charity for a taxation year and the 
registered charity’s disbursement quota for the purpose of paragraph 149.1(2)(b), 
149.1(3)(b) or 149.1(4)(b), as the case may be, that amount shall be deemed to be 
reduced by that amount an amount expended by the charity in the year on charitable 
activities carried on by it. 

149.1(15)(a) 

Information may be communicated 

(15) Notwithstanding section 241, 

(a) the information contained in a public information return referred to in subsection 
149.1(14) or (14.1) and the filing status of information returns required by that 
subsection, shall be communicated or otherwise made available to the public by the 
Minister in such manner as the Minister considers deems appropriate; 

(b) the Minister may make available to the public in any manner that the Minister 
considers appropriate, in respect of each registered, or previously registered, charity, 
Canadian amateur athletic association, journalism organization and qualified donee 
referred to in paragraph (a) of the definition qualified donee in subsection (1), 

(i) its name, address and date of registration, 

(ii) in the case of a registered, or previously registered, charity, Canadian amateur 
athletic association or journalism organization, its registration number, and 

(iii) the effective date of any suspension, revocation, annulment or termination of 
registration; and 

(c) if, at any time during a taxation year of a private foundation that is a registered 
charity, the private foundation holds more than an insignificant interest in respect of a 
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class of shares of the capital stock of a corporation, the Minister shall make available to 
the public in such manner as the Minister deems appropriate, 

(i) the name of the corporation, and 

(ii) in respect of each class of shares of the corporation, that portion of the total 
corporate holdings percentage of the private foundation in respect of the class that is 
attributable to 

(A) holdings of shares of that class by the private foundation, and 

(B) the total of all holdings of shares of that class by relevant persons in respect of the 
private foundation. 

(d) [Repealed, 2017, c. 20, s. 25] 

189(6.1) 

Revoked charity to file returns 

(6.1) If the registration of a taxpayer as a registered charity has been revoked (and 
subsection 188(2.1) does not apply to the taxpayer), the taxpayer Every taxpayer who is 
liable to pay tax under subsection 188(1.1) for a taxation year shall, on or before the day 
that is one year from the end of the taxation year referred to in paragraph 188(1)(a), and 
without notice or demand, 

• (a) file with the Minister 

o (i) a return for the taxation year, in prescribed form and containing 
prescribed information, and 

o (ii) both an information return and a public information return for the 
taxation year, each in the form prescribed for the purpose of 
subsection 149.1(14); and 

• (b) estimate in the return referred to in subparagraph (a)(i) the amount of tax 
payable by the taxpayer under subsection 188(1.1) for the taxation year; and 

• (c) pay to the Receiver General the amount of tax payable by the taxpayer 
under subsection 188(1.1) for the taxation year. 

241(3.2) 

Certain qualified donees 

(3.2) An official may provide to any person the following taxpayer information relating to 
another person (in this subsection referred to as the “registrant”) that was at any time a 
registered charity, registered Canadian amateur athletic association or registered 
journalism organization: 
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• (a) a copy of the registrant’s governing documents, including its statement of 
purpose, and function in the case of a Canadian amateur athletic association; 

• (b) any information provided in prescribed form to the Minister by the 
registrant on applying for registration under this Act; 

• (c) the names of the persons who at any time were the registrant’s directors 
and the periods during which they were its directors; 

• (d) a copy of the notification of the registrant’s registration, including any 
conditions and warnings; 

• (e) if the registration of the registrant has been revoked or annulled, a copy of 
the entirety of or any part of any letter sent by or on behalf of the Minister to 
the registrant relating to the grounds for the revocation or annulment; 

• (f) financial statements required to be filed with an information return referred 
to in subsection 149.1(14) or (14.1); 

• (g) a copy of the entirety of or any part of any letter or notice by the Minister 
to the registrant relating to a suspension under section 188.2 or an 
assessment of tax or penalty under this Act (other than the amount of a 
liability under subsection 188(1.1)); and 

• (h) in the case of a registrant that is a charity, an application by the registrant, 
and information filed in support of the application, for a designation, 
determination or decision by the Minister under any of subsections 149.1(5), 
(6.3), (7), (8) and (13); and 

(i) in the case of a registrant that is a charity, in respect of an application for a 
determination by the Minister under subsection 149.1(5), information in 
respect of the application including: 

(i) the application,  

(ii) information filed in support of the application, and  

(iii) a copy of the entirety of or any part of any letter or notice by the Minister 
to the registrant relating to the application. 

 

Repealed Sections 

The following are repealed: 

Accumulation of property 

149.1(8) A registered charity may, with the approval in writing of the Minister, 
accumulate property for a particular purpose, on terms and conditions and over any 
period of time that the Minister specifies in the approval. Any property accumulated after 
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receipt of and in accordance with the approval, including any income earned in respect 
of the accumulated property, is not to be included in calculating the prescribed amount 
in paragraph (a) of the description of B in the definition disbursement quota in 
subsection (1) for the portion of any taxation year in the period, except to the extent that 
the registered charity is not in compliance with the terms and conditions of the approval. 
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Schedule “B” 

Qualified Donees 
 
Definitions 

149.1 (1) 
disbursement quota, for a taxation year of a registered charity, means the amount 
determined by the formula 

A × B × 0.035/365 

where 

A is the number of days in the taxation year, and 

B is 
• (a) the prescribed amount for the year, in respect of all or a portion of a 

property owned by the charity at any time in the 24 months 
immediately preceding the taxation year that was not used directly in 
charitable activities or administration, if that amount is greater than 

o (i) if the registered charity is a charitable organization, 
$100,000, and 

o (ii) in any other case, $25,000, and 

• (b) in any other case, nil; (contingent des versements) 

 

149.1(1.1) 

Exclusions 

(1.1) For the purposes of paragraphs (2)(b), (3)(b) and (4)(b) and subsection (21), the 
following shall be deemed to be neither an amount expended in a taxation year on 
charitable activities nor a gift made to a qualified donee: 

• (a) a designated gift; and 
• (b) [Repealed, 2018, c. 27, s. 17] 

• (c) a transfer that has, because of paragraph (c) of the description of B in 
subsection 188(1.1), paragraph 189(6.2)(b) or subsection 189(6.3), reduced 
the amount of a liability under Part V. 
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149.1(4.1) 
 
Revocation of registration of registered charity 

(4.1) The Minister may, in the manner described in section 168, revoke the 
registration 

o (a) of a registered charity, if it has entered into a transaction (including a 
gift to another registered charity) and it may reasonably be considered that 
a purpose of the transaction was to avoid or unduly delay the expenditure 
of amounts on charitable activities; 

o (b) of a registered charity, if it may reasonably be considered that a 
purpose of entering into a transaction (including the acceptance of a gift) 
with another registered charity to which paragraph (a) applies was to 
assist the other registered charity in avoiding or unduly delaying the 
expenditure of amounts on charitable activities; 

o (c) of a registered charity, if a false statement (as defined in subsection 
163.2(1)) was made in circumstances amounting to culpable conduct (as 
defined in subsection 163.2(1)) in the furnishing of information for the 
purpose of obtaining or maintaining its registration; 

o (d) of a registered charity, if it has in a taxation year received a gift of 
property (other than a designated gift) from another registered charity with 
which it does not deal at arm’s length and it has expended, before the end 
of the next taxation year, in addition to its disbursement quota for each of 
those taxation years, an amount that is less than the fair market value of 
the property, on charitable activities carried on by it or by way of gifts that 
are qualified disbursements to qualified donees or grantee organizations, 
with which it deals at arm’s length; 

o (e) of a registered charity, if an ineligible individual is a director, trustee, 
officer or like official of the charity, or controls or manages the charity, 
directly or indirectly, in any manner whatever; and 

o (f) of a registered charity, if it accepts a gift from a foreign state, as defined 
in section 2 of the State Immunity Act, that is set out on the list referred to 
in subsection 6.1(2) of that Act. 

149.1(5) 

Reduction 

• (5) The Minister may, on application made to the Minister in prescribed form by a 
registered charity, specify an amount in respect of the charity for a taxation year 
and, for the purpose of paragraph 149.1(2)(b), 149.1(3)(b) or 149.1(4)(b), as the 
case may be, that amount shall be deemed to be an amount expended by the 
charity in the year on charitable activities carried on by it. 

https://laws-lois.justice.gc.ca/eng/acts/S-18


13 
 

149.1(8) 

Accumulation of property 

• (8) A registered charity may, with the approval in writing of the Minister, 
accumulate property for a particular purpose, on terms and conditions and over 
any period of time that the Minister specifies in the approval. Any property 
accumulated after receipt of and in accordance with the approval, including any 
income earned in respect of the accumulated property, is not to be included in 
calculating the prescribed amount in paragraph (a) of the description of B in the 
definition disbursement quota in subsection (1) for the portion of any taxation 
year in the period, except to the extent that the registered charity is not in 
compliance with the terms and conditions of the approval. 

149.1(15) 

Information may be communicated 

(15) Notwithstanding section 241, 

• (a) the information contained in a public information return referred to in 
subsection 149.1(14) or (14.1) shall be communicated or otherwise made 
available to the public by the Minister in such manner as the Minister deems 
appropriate; 

• (b) the Minister may make available to the public in any manner that the 
Minister considers appropriate, in respect of each registered, or previously 
registered, charity, Canadian amateur athletic association, journalism 
organization and qualified donee referred to in paragraph (a) of the 
definition qualified donee in subsection (1), 

o (i) its name, address and date of registration, 

o (ii) in the case of a registered, or previously registered, charity, 
Canadian amateur athletic association or journalism organization, 
its registration number, and 

o (iii) the effective date of any revocation, annulment or termination 
of registration; and 

• (c) if, at any time during a taxation year of a private foundation that is a 
registered charity, the private foundation holds more than an insignificant 
interest in respect of a class of shares of the capital stock of a corporation, 
the Minister shall make available to the public in such manner as the Minister 
deems appropriate, 

o (i) the name of the corporation, and 

o (ii) in respect of each class of shares of the corporation, that portion 
of the total corporate holdings percentage of the private foundation 
in respect of the class that is attributable to 
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 (A) holdings of shares of that class by the private 
foundation, and 

 (B) the total of all holdings of shares of that class by 
relevant persons in respect of the private foundation. 

• (d) [Repealed, 2017, c. 20, s. 25] 
 
189(6.1) 

Revoked charity to file returns 

(6.1) Every taxpayer who is liable to pay tax under subsection 188(1.1) for a taxation 
year shall, on or before the day that is one year from the end of the taxation year, and 
without notice or demand, 

• (a) file with the Minister 

o (i) a return for the taxation year, in prescribed form and containing 
prescribed information, and 

o (ii) both an information return and a public information return for the 
taxation year, each in the form prescribed for the purpose of 
subsection 149.1(14); and 

• (b) estimate in the return referred to in subparagraph (a)(i) the amount of tax 
payable by the taxpayer under subsection 188(1.1) for the taxation year; and 

• (c) pay to the Receiver General the amount of tax payable by the taxpayer 
under subsection 188(1.1) for the taxation year. 
 

241(3.2) 

Certain qualified donees 

(3.2) An official may provide to any person the following taxpayer information relating to 
another person (in this subsection referred to as the “registrant”) that was at any time a 
registered charity, registered Canadian amateur athletic association or registered 
journalism organization: 

• (a) a copy of the registrant’s governing documents, including its statement of 
purpose, and function in the case of a Canadian amateur athletic association; 

• (b) any information provided in prescribed form to the Minister by the 
registrant on applying for registration under this Act; 

• (c) the names of the persons who at any time were the registrant’s directors 
and the periods during which they were its directors; 
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• (d) a copy of the notification of the registrant’s registration, including any 
conditions and warnings; 

• (e) if the registration of the registrant has been revoked or annulled, a copy of 
the entirety of or any part of any letter sent by or on behalf of the Minister to 
the registrant relating to the grounds for the revocation or annulment; 

• (f) financial statements required to be filed with an information return referred 
to in subsection 149.1(14) or (14.1); 

• (g) a copy of the entirety of or any part of any letter or notice by the Minister 
to the registrant relating to a suspension under section 188.2 or an 
assessment of tax or penalty under this Act (other than the amount of a 
liability under subsection 188(1.1)); and 

• (h) in the case of a registrant that is a charity, an application by the registrant, 
and information filed in support of the application, for a designation, 
determination or decision by the Minister under any of subsections 149.1(5), 
(6.3), (7), (8) and (13). 
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