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Why are we discussing ratios and ranking?

 People want to donate to charities that they like and 
think are effective, efficient, making a difference.

 People don’t want to donate to charities that are 
ineffectual, dishonest or on the take

 People are busy (sometimes lazy) and they don’t 
want to do real due diligence – can you blame them 
on a $20 donation!

GlobalPhilanthropy.ca
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Why are we discussing ratios and ranking?

 People want simple ways to help with decision 
making about which charities to support

 T3010 completed often by volunteers or staff who are 
not proficient at financial management and often 
information is incorrect.  

 People don’t understand the complexity and cost of 
running an effective and transparent charity (admin) 
and bringing in resources (fundraising, earned 
income, government funding etc)

GlobalPhilanthropy.ca
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Why are we discussing ratios and ranking?

 People don’t understand how ratios can be 
completely off the mark in making good charities 
seem bad and bad charities seem good.

 Most charity scams have great “ratios”.
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Why are we discussing ratios and ranking?

 How much goes to the cause is not an important 
indicator of worthiness anymore than you would 
never buy a new car based on the its colour!  Ie. It is 
not irrelevant but it is not a determinative factor.

 Many charities provide these ratios in their marketing 
to suggest they are better than other charities.

 Ratios on non-cause related expenses don’t take into 
account values, effectiveness etc.

GlobalPhilanthropy.ca
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Why are we discussing ratios and ranking?

 Such ratios don’t take into account diversity of sector 

1) Diversification of revenues usually more expensive than having 
one funder

2) Restricted vs. Unrestricted funds

3) Size of charity

4) Causes with limited appeal

5) Age of charity, connections of charity

6)  Levels of public trust

7) Public profile

8) Government funding etc. etc. etc.

GlobalPhilanthropy.ca
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Why we cannot ignore ratios on “cause”
 It is ratio widely used

 Would you donate to a charity that proudly proclaims 
that 95% of funds raised over last 10 years go to 
fundraising costs and they have no intention of 
changing that? – obviously not - if ratio does not matter 
would not know and would not mind.

 It is one of many ratios that together give an idea of a 
charity and all financial ratios together in my mind 
should not be dominant in decision making about what 
is a worthy charity – impact, issue, public benefit, 
honesty, values, transparency, are far more important

GlobalPhilanthropy.ca
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 Fundraising may be important and/or necessary

 Fundraising (whether undertaken as a purpose or activity) is 
not in-and-of-itself charitable.

 Direct costs of fundraising cannot usually be reported as 
charitable expenditures on a charity's annual Form T3010.

Legal view of fundraising vs. charitable
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Canadian views on fundraising

 97% want more information about charities’ 
fundraising costs

 52% believe there should be a legal limit set on the 
amount of money charities can spend on fundraising

GlobalPhilanthropy.ca
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 Funds not being spent as they are supposed to
 High cost of fundraising
 Deception – eg. calling aggressive third party telemarketing 

“education”
 Sham charities
 Charities not living up to own voluntary commitments
 Charities involved with abusive charity gifting tax shelters in which 

only 1% of funds go to charity and over $6 billion ‘invested’ over 7 
years

 Fraud against charities highlighting lack of internal controls in some 
cases

Some stories critical of some charities
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 ‘Hoarding’ of funds while a charity actively fundraising
 Excessive compensation of a few charity executives
 Charities using third party fundraisers
 High costs with sport and corporate foundations
 Charities artificially moving funds around or playing other games to 

meet disbursement quota or to make charity ratios look better
 A few entrepreneurs using small captured charities to fundraise with 

most of the revenue used to pay themselves or others affiliated with 
them

 Ranking based on administrative expenses

Some stories critical of charities
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Will this get worse?  Perhaps

 Continued media coverage

 Removal of expenditure requirement of disbursement 
quota

 Charity sector not filling vacuum in terms of 
transparency (little leadership on transparency by 
sector – it is reactive and that always helpful)

GlobalPhilanthropy.ca
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Will this get worse?  Perhaps

 Increasing government funding of sector

 A few charities responses are completely inaccurate,  
defensive and unhelpful

 Media and organizations sometimes gravitate to most 
sensational, not most correct or appropriate stories

GlobalPhilanthropy.ca
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Will this get worse?  Perhaps

 Information on charities easier to come by and 
information is not transparency

GlobalPhilanthropy.ca
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Solutions

 Education of the public about choosing good charities

 Education of charities, their volunteers and staff 
including fundraisers about value of transparency

 Help media understand issue

 Become familiar with fundraising guidance, its 
requirements and expectations

 Need better accounting standards and financial 
management in charities and subsector coordination 
of how expenses are allocated

GlobalPhilanthropy.ca
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Solutions (cont)

 Need better and more information on T3010 that 
captures better the work and impact of charities.

 Perhaps CRA should provide more guidance on 
“administration” now that we have guidance on 
fundraising

 If you want public trust sector needs to be careful 
who it associates with – are your associates or 
professional advisors involved with charity scams or 
abusive charity gifting tax schemes? – no amount of 
good work can make up for that in public mind

GlobalPhilanthropy.ca
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Solutions (cont)
 Transparency, accountability - cost money – people 

need to value them, not just pay lip service.

 People need to take some responsibility – don’t ask a 
charity a question when you can easily find it on their 
website. 

 Don’t expect Hyatt level service from a charity at a 
youth hostel price or free.

 Galas and elaborate bike-a-thons are not donations –
they are events –if you want lower amounts make an 
unsolicited donation by cheque or online

 Stop complaining and get involved
GlobalPhilanthropy.ca
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CRA’s Guidance on Fundraising (CPS-028):
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cps/cps-028-

eng.html

CRA’s Additional Information on CPS-028 

http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cps/cps-028-
ddn-eng.html

Consolidated bigger font version of the Guidance from CLIP in 
ONE document
http://www.capacitybuilders.ca/files/resources/CRA_Fundraising_Guidance
_1259599283.pdf

Fundraising by Registered Charities
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 “While recognizing the necessity of fundraising, the CRA 
expects charities to be transparent and to not devote 
excessive amounts of time and/or resources to fundraising 
as opposed to fulfilling their charitable purposes.”

 “It also confirms to the public that fundraising expenditures 
are appropriate and in fact necessary for the sustainability 
of the sector.”

Guidance – Sword and Shield



20

 Consultation draft in 2008

 Published guidance on June 11, 2009 (“Guidance”)

 Most of the Guidance is very straightforward, a couple of 
issues are complicated like allocation of expenses and 
amount of disclosure

 As time passes there will be greater expectations from 
various stakeholders that registered charities will be aware 
and compliant with CRA’s Fundraising Guidance

CRA Fundraising Guidance 
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 Fundraising Guidance soon will become basis for public and 
media’s discussion of many issues affecting fundraising

 Vital for fundraisers to understand the document and present 
to board requirements and how charity is measuring up.

CRA Fundraising Guidance 
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 Prohibited fundraising conduct (illegal, main purpose, too 
much private benefit, misleading or deceptive)

 Apportioning expenses between fundraising and non-
fundraising expenses (eg. Charitable, administrative etc.)

 Evaluation – ratios, indicators of concern, best practices

 Disclosure and transparency

CRA Guidance for Fundraising
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 Ratios are one element, recognize diversity in sector

 Reasons for higher fundraising cost with event or year

 CRA will also look to
 The size of the charity
 Causes with limited appeal
 Donor acquisition and planned giving campaigns

 In addition Best Practices and Indicators of concern

Ratios and CRA’s Approach
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“Fundraising ratios alone are not determinative in assessing 
whether a charity’s fundraising complies with the 
requirements of the guidelines in this guidance. However, 
these ratio ranges give charities a way to generally gauge 
their performance and understand the circumstances where 
the CRA is likely to raise questions or concerns.”

Ratios and CRA’s Approach
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Fundraising Ratio of Costs to Revenues
Ratio of Costs to 

Revenues over Fiscal 
Period CRA Approach (Cost to Revenue)

• Under 35%

• 35% and Above

• Above 70%

• Unlikely to generate questions or concerns.

• The CRA will examine the average ratio over recent 
years to determine if there is a trend of high 
fundraising costs.  The higher the ratio, the more 
likely it is that there will be concerns and a need for 
a more detailed assessment of expenditures.

• This level will raise concerns with the CRA.  The 
charity must be able to provide an explanation and 
rationale for this level of expenditure to show that it 
is in compliance; otherwise, it will not be acceptable.



26

 Sole-source fundraising contracts
 Non-arm's length fundraising contracts
 Fundraising initiatives that are not well-documented
 Fundraising merchandise purchases that are not at arm's 

length, not at fair market value, or not purchased to 
increase fundraising revenue. 

 Most of the gross revenues for non-charitable parties.
 Commission-based fundraiser remuneration
 Misrepresentations in fundraising solicitations or in 

disclosures about fundraising or financial performance

Indicators of Concern



27

a. Prudent planning processes
b. Appropriate procurement processes
c. Good staffing processes
d. Ongoing management and supervision of fundraising 

practice
e. Adequate evaluation processes
f. Use made of volunteer time and volunteered services or 

resources
g. Disclosure of fundraising costs, revenues, and practice 

(including cause-related or social marketing 
arrangements)

Best Practices for Fundraising
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General Questions for 
Fundraisers and Charities
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 Have you read the CRA Guidance on Fundraising and do you 
understand it?

 Have you provided a copy of the Guidance to your board of 
directors and senior staff?

 Have you made a presentation to the board on the 
Fundraising Guidance?

 Is your board of directors aware of the policy and its 
implications?

 Are any of your charity’s activities prohibited?

 Do any of the “indicators of concern” apply to your charity?

Questions for Follow-Up
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 What are your charity’s ratios of cost to revenue? 

 Are your charity’s ratios in line with CRA expectations?

 Why are your costs what they are?

 What steps are you taking to reduce your fundraising costs?

 What steps are you taking to be more transparent and 
provide more disclosure?

 What steps are you taking to enhance best practices?

 Do you report regularly to your board about compliance 
with the Guidance?

Questions for Follow-Up (cont.)
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How Much Should a Canadian Charity Spend on Overhead?
http://www.donorsguide.ca/pdfs/Blumberg.pdf

How to effectively donate to a Canadian charity - some suggestions from a charity lawyer
http://www.globalphilanthropy.ca/index.php/blog/comments/how_to_effectively_donate_to_a_

canadian_charity_-_some_suggestions_from_a_c/

Donating to a Canadian charity in a disaster - suggestions to ensure funds gets to the most 
needy

http://www.canadiancharitylaw.ca/index.php/blog/comments/donating_to_a_canadian_charity_
in_a_disaster_-_suggestions_to_ensure_funds_/

“Bill C-470 and the Backlash Against Fundraising” - by Malcolm Burrows
http://www.globalphilanthropy.ca/index.php/blog/comments/bill_c-

470_and_the_backlash_against_fundraising_-_by_malcolm_burrows/

Giving to charity: Information for donors 
http://www.cra-arc.gc.ca/chrts-gvng/dnrs/menu-eng.html

More resources
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Blumberg Segal LLP

Barristers & Solicitors

390 Bay Street, Suite 1202

Toronto, Ontario, M5H 2Y2

Tel. (416) 361-1982 ext. 237

Toll Free  (866) 961-1982

Fax. (416) 363-8451

Email: mark@blumbergs.ca

Twitter at:  http://twitter.com/canadiancharity

Web: www.globalphilanthropy.ca

Thank you!
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