THE

VERITAS May 19th, 2022
FOUNDATION

CHARITY EXPENSE
REPORTING

Management and
Expenditures Administration
on Charitable
Activity
Fundraising
Expenses
Other Expenses

Mark S. Bonham
M.Sc.(Econ), B.Comm

Executive Director
mbonham@theveritasfoundation.com

The Veritas Foundation owns the copyright in this report. This report may not be reproduced in whole or in part without Veritas’ express prior written
consent. Any such breach of this copyright is contrary to ss. 27(1), 34, 35 and 42 of the Copyright Act, R.S.C. 1985, c. C-42 and will be liable for
damages.



EXECUTIVE SUMMARY

The goal of a Charitable Organization should be to provide maximum community impact on a social issue at a
reasonable cost. The expenses associated with operations, promotion, and fundraising are important financial
inputs to meeting this goal. The administration of these expenses must be a top priority of the Charitable
Organization's management. Its donors and regulator want to ensure there is competent administration of
expenses.

In this report we examine the expenses of Canada's Charitable and Philanthropic Sector to understand how it
is performing on these obligations.

We provide analytical insight through the following studies:

All of our analysis will include Total Expenses for all Charitable Organizations for each of the five years from
2016 to 2020. We will exclude the dominant Core Healthcare sector in some analysis.

Total Expenses as a percentage of Total Revenue for all Charitable Organizations in each of the five years
from 2016 to 2020.

Expense Allocations between Charitable Activities, Management & Administration, Fundraising Expenses,
and Other Expenses for all Charitable Organizations.

A comparison of this 2020 Expense Allocation with 2016.

A comparison of this 2020 Expense Allocation between Small Charities and Large Charities.

Total Expenses for all Charitable Organizations by Charity Category in 2020.

The breakdown of Charity Expenses for all Charitable Organizations by type of expense for 2020
compared to 2016.

The percentage change in each type of expense reported by all Charitable Organizations between 2016
and 2020.

The percentage change in each type of expense reported by Small Charities compared to Large Charities
between 2016 and 2020.

The Management Expense Ratio for all Charitable Organizations for each of the five years from 2016 to
2020.

The Management Expense Ratio for all Charitable Organizations by Category of Charity for each of the five
years from 2016 to 2020.

The Fundraising Expense Ratio for all Charitable Organizations for each of the five years from 2016 to
2020.

The Fundraising Expense Ratio for all Charitable Organizations by Category of Charity for each of the five
years from 2016 to 2020.

Principle conclusions of the Report

Total Expenses for the sector have been growing moderately at 2.7 per cent per annum over the five-
year period of 2016 to 2020, or 1.8 per cent excluding the dominant Core Healthcare category. The
recent global COVID health pandemic appears to have accelerated the growth rate of expenses

This has been coincident to a deteriorating ratio of Total Expenses to Total Revenues over the same
Covid crisis period.

»  The bulk of expenses, at 88 per cent in 2020, incurred by Charitable Organizations went to cover the

provision of their charitable activities.



> On a positive note, all the expense increases over the five-year period of 2016-2020 went to
Expenditures on Charitable Activities.

» Large Charities dominate the sector in terms of expenditures, accounting for 95 per cent of Total
Expenses in 2020. Small Charities spend a greater proportion on Management and Administration.

» The Core Healthcare category of Charitable Organization accounts for the largest expenditures in the
sector. Compensation accounts for the greatest overall expense at 57 per cent in 2020, though the
largest percentage growth in expenses between 2016 and 2020 was Donated Services.

» The magnitude of Other Expenses, the third largest line item for expenses, raises the issue as to whether
the CRA should be adding additional expense categories.

» We found significantly more restraint in the growth of expenditures in Small than in Large Charities.

» The overall Management Expense Ratio for Canada's Charitable and Philanthropic Sector was 7.4 per
centin 2020 and consistently declined in our study period.

» The Fundraising Expense Ratio is higher than the Management Expense Ratio at 17.9 per cent in 2020.
We found concern with the wide differences in the Fundraising Expense Ratio between the categories of
charities.
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