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Most successful 
business people feel a 
desire to give back, but 
what is the best way 
to make a meaningful 
contribution? Is setting 
up a foundation better than 
giving direct to a charity? 
If so, what is involved and 
what are your options? 

Setting up a founda-
tion gives you much more 
control than simply donat-
ing to charity. Even if you 
are very committed to a 
charity, charities change 
over time, and so may 
your interests or priorities. 
With a foundation, you can 
manage how your donation 
is spent, and can create a 
legacy of charitable giving 
for many generations. (If 
you want philanthropy to 
be a family tradition, you 
will need to accommodate 
different choices from other 
family members.)

If a foundation is the 
best route for you and your 
family, there are two main 
options for you to consider. 
You can set up a private 
foundation or you can 
open a donor advised fund 
(DAF). Both accomplish the 
same goal, but they have 
different features and ben-
efits. Private family foun-

dations are the traditional 
vehicle for wealthy donors 
and the prestige and total 
control may outweigh the 
features of a donor advised 
fund. However, DAFs allow 
you to enter this level of 
philanthropy at a much 
lower threshold. Most 
professional advisors in 
Canada recommend estab-
lishing a private foundation 
if you have $2 million or 
more to donate. The initial 
donation to open a DAF can 
be as low as $10,000, and it 
can grow from there.

 In Canada, community 
foundations have been 
offering DAFs since the 
early 1920s. More recently 
the financial community 
and some independent 
organizations have opened 
DAF programs.  

You can also consider 
opening a DAF and then 
moving the funds to a 
private foundation when it 
grows to a significant size. 
In the U.S., the trend is in 
the other direction and 
many private foundations 
are converting to donor 
advised funds. 

You have many choices. 
Find the one that suits you 
and your family, and make 
your legacy count. 

Donor Advised Funds can make giving flexible
Make your legacy count
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foundation              factor

Set-up

Two-step process: 
1. Establish a trust or  
not-for-profit corporation.
2. Register as a charity. 
Pay legal fees and trustee 
fees. Takes 6 to 11 months  
to complete.

Complete 
application form; 

no costs; active 
immediately.

Administration required
Process donations; 
provide tax receipts; 
banking; bookkeeping; 
process grants; track 
grant receipts.

None

Legal responsibilities

None

Set up and operate a Board 
of Directors or Board of 
Trustees; hold meetings 
and keep minutes; develop 
policies and by-laws; 
manage investments. 

Annual Reporting to CRA

CRA requires an annual 
information return and  
an annual audit.

None

Privacy
Financial information is 
posted on the CRA website 
and widely available in the 
not-for-profit sector; all 
grants are disclosed. 

Financial information 
not disclosed; can 

make grants to 
charities anonymously.


