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House of Commons Standing Committee on Finance – Pre-budget Consultations 2013 

This brief is submitted by: 

an organization  Organization name: ________________________________________________ 

or  

an individual   Name: ___________________________________________________________ 

Topic:  

*Recommendation 1:  Please provide a short summary of your recommendation. 

 

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your 
recommendation to the federal government and the period of time to which the expected cost or savings is 
related. 

 

 

Federal funding: Please provide a precise indication of how the federal government could fund your 
recommendation.  For example, indicate what federal spending should be reallocated, what federal tax 
measure(s) should be introduced, eliminated or changed, etc. 
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Intended beneficiaries:  Please indicate the groups of individuals, the sector(s) and/or the regions that would 
benefit by implementation of your recommendation.

 

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living 
of Canadians would be improved, jobs would be created, people would be trained, etc. 

 

Topic: 

Recommendation 2:  Please provide a short summary of your recommendation. 

 

Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your 
recommendation to the federal government and the period of time to which the expected cost or savings is 
related. 
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Federal funding: Please provide a precise indication of how the federal government could fund your 
recommendation.  For example, indicate what federal spending should be reallocated, what federal tax 
measure(s) should be introduced, eliminated or changed, etc. 

 

Intended beneficiaries:  Please indicate the groups of individuals, the sector(s) and/or the regions that would 
benefit by implementation of your recommendation. 

 

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living 
of Canadians would be improved, jobs would be created, people would be trained, etc. 
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Recommendation 3:  Please provide a short summary of your recommendation. 
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Expected cost or savings: From the pull-down menus, please indicate the expected cost or savings of your 
recommendation to the federal government and the period of time to which the expected cost or savings is 
related. 

 

 

Federal funding: Please provide a precise indication of how the federal government could fund your 
recommendation. For example, indicate what federal spending should be reallocated, what federal tax 
measure(s) should be introduced, eliminated or changed, etc.

 

Intended beneficiaries:  Please indicate the groups of individuals, the sector(s) and/or the regions that would 
benefit by implementation of your recommendation. 

 

General impacts: Depending on the nature of your recommendation, please indicate how the standard of living 
of Canadians would be improved, jobs would be created, people would be trained, etc. 
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Please use this page if you wish to provide more explanation about your recommendation(s).

 

*Please note that at least one recommendation must be provided 


	Organization name: Philanthropic Foundations Canada
	Name: 
	rec1: We recommend that a narrow amendment be made to the Income Tax Act (ITA) so that private charitable foundations can invest in limited partnerships (LPs). Private foundations are now barred from investing in a limited partnership structure because it is deemed to be carrying on a business. This amendment would enable them to diversify their assets so that they can better manage their invested endowments in volatile financial markets. LPs in foundation portfolios would maximize the returns available for the community in the form of charitable grants.
	rec2: This amendment would not result in any new federal expenditure. It is a change in policy regarding the type of investments permitted to registered private charitable foundations.  Public foundations and charities already can invest in limited partnerships if they so choose. The amendment would make the same market-tested option available to private foundations at no cost to the federal treasury.  

	rec3: While private foundations would be the immediate targets of this change, the ultimate beneficiaries are the recipients of foundation grants, charities, who benefit from the returns on investment made by private foundations.  These charities are found all across the country and in many different fields of activity and community benefit.
	rec4: We believe that increasing prudent and  appropriate investment opportunities for private foundations will further enhance the lives of Canadians and the wellbeing of their communities as foundations will be able to maintain and build on the assets that allow foundations to carry out their charitable purposes. 
	rec5: 
	rec6: 
	rec8: 
	rec9: 
	rec10: 
	rec11: 
	rec7: 
	rec12: 
	rec13: A bar on passive investments by private foundations does not contribute to their proper regulation nor advance the public benefit for which private foundations are established under law.

Because many foundations do not have the expertise or the resources to make and manage social investments (if they wish to allocate some of their capital to more mission-related activity), the social finance marketplace in Canada would benefit from more intermediary organizations to facilitate capital flows.  Many investments in this marketplace (including intermediaries) are structured as passive limited partnerships. The federal regulator of charities - following the ITA's reliance on the statutory and common law meaning of partnership - takes the position that when a private foundation makes a passive investment, it is engaged in a type of business. As a result private foundations are barred from being  investors in appropriate limited partnerships and deprived of an opportunity to make more capital available for community benefit through social investment.  

We urge the Committee to recommend to the government that it consider an amendment under the ITA so that a passive investment in an LP is deemed other than a business activity for a private charitable foundation. There is an example of this in s. 253.1 of the ITA assisting private holding companies to make passive investments in LPs. The amendment would make clear that a private foundation would not, solely because of its acquisition and holding of an interest, be considered to carry on any business or other activity of the partnership.  

There are currently in place in the ITA sufficient, necessary and strong safeguards against self-dealing investments by private foundations through the provisions on "excess business holdings" introduced in 2007 as well as other provisions in the Act which act together to ensure that a private foundation is operating for the benefit of the community and not its donors.

Moreover we think that it would be extremely helpful for the charitable sector as a whole if the government clarified the ITA to confirm that passive investments in limited partnerships are open to all charitable organizations, whether private or public foundations or charitable organizations.  
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