l % ' Canada Revenue  Agence du revenu
Apency du Canada

REGISTERED MAIL

BN: 884802356RR0001
File No: 0404426

MAR 3 0 2p17

Attention: I

Subject: Notice of Intention to Revoke
ISNA, Islamic Services of Canada

Dear N

We are writing further to the audit of the books and records of the ISNA, Istamic
Services of Canada (the Organization) for the audit period January 1, 2007 to
December 31, 2009, and our letter of June 16, 2014 {copy enclosed). in which you were
invited to submit representations as to why the registration of the Organization should
not be reyoked in accordance with subsection 168(1) of the Income Tax Act {(Act)

We have now reviewed and considered your written response dated

November 18, 2014, However, notwithstanding your reply, our concerns with respect to
the Organization's non-compliance with the requirements of the Act for registration as a
charity have not been alleviated. Our position is fully described in Appendix "A"
attached.

Conclusion

The audit by the Canada Revenue Agency (CRA) has revealed that the Organization is
not complying with the requirements set out in the Act. In particular, it was found that
the Organization had failed to demonstrate that it was constituted for charitable
purposes, failed to demonstrate that it devoted its resources to charitable activities
carried on by itself, failed to maintain adequate books and records, failed to comply with
Regulation 3501 regarding the contents of its official donation receipts, and issued a
receipt for a gift or donation on behalf of a non-qualified donee. For all of these reasons.
and for each reason alone, it is the position of the CRA that the Organization no longer
meets the requirements necessary for charitable registration and should be revoked in
the manner described in subsection 168(1) of the Act.

Canada
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Consequently for each of the reasons mentioned in our letler dated June 16, 2014
we wish to advise you that, pursuant to subsection 168(1) of the Act, we propose to
revoke the registration of the Organization. By virtue of subsection 168{2) of the Act.
revocation will be effective on the date of publication of the following natice in the
Canada Gazelle

Nolice 1s hereby given, pursuant to paragraphs 168(1)(b). 168(1)(d). and
168(1)(e) of the Income Tax Act that | propose fo revoke the registration
of the organization hsted below and that the revocation of registration is
effective on the date of publication of this notice

Business number Name
884802356RR0001 ISNA, Islamic Services of Canada

Should you wish to object to this notice of intention to revoke the Orgamization's
registration in accordance with subsection 168(4) of the Act, a wntten notice of
abjection, which includes the reasons for objection and all relevant facts. must be fited
within 90 days from the date of this letter The notice of objection should be sent to

Tax and Charities Appeals Directorate
Appeals Branch

Canada Revenue Agency

250 Alben Street

Oftawa ON K1A OL5

Notwithstanding the filing of an objection, a copy of the revocation notice, described
above, will be published in the Canacdla Gazelte after the expiration of 30 days from the
date this letter was mailed The Organization's registration will be revoked on the date
of publication

A copy of the relevant provisions of the Act concerning revocation of registration,
including appeals from a notice of intent to revoke registration can be found in
Appendix "B" atlached.

Consequences of revocation

As of the effective date of revocation:

a) the Organization will no longer be exempt from Part | tax as a registered
charity and will no longer be permitted to issue official donation
receipts. This means that gifts made to the Organization would not be
allowable as tax credits to individual donors or as allowable deductions to
corporate donors under subsection 118.1(3), or paragraph 110 1{1)(a). of
the Act, respectively,
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b) by virtue of section 188 of the Act, the Organization will be required to pay a
tax within one year from the date of the notice of intention to revoke. This
revocation tax is calculated on prescribed Form T2046, Tax Return Where
Registration of a Chanly is Revoked (the Return). The Return must be filed,
and the tax paid, on or before the day that is one year from the date of the
notice of intention to revoke. The relevant provisions of the Act concerning the
tax applicable to revoked charities can also be found in Appendix "B". Form
T2046 and the related Guide RC4424, Completing the Tax Return Where
Registration of a Charnity is Revoked, are available on our Web site at
www . cra-arc.gc.ca/charities;

¢) the Organization wil! no longer qualify as a charity for purposes of
subsection 123(1) of the Excise Tax Act. As a result, the Organization may
be subject to obligations and entitlements under the Excise Tax Act that
apply to organizations other than charities. If you have any questions about
your Goods and Services Tax/Harmonized Sales Tax (GST/HST) obligations
and entitlements, please call GST/HST Rulings at 1-888-830-7747 (Quebec)
or 1-800-959-8287 (rest of Canada).

Finally, we wish to advise that subsection 150(1) of the Act requires that every
corporation (other than a corporation that was a registered charity throughout the year)
file a return of income with the Minister in the prescribed form, containing prescribed
information, for each taxation year. The return of income must be filed without notice or
demand.

Yours sincerely,

g ~

A A

Tony Manconi
Director General
Charities Directorate

Attachments:
-CRA's AFL, dated June 16, 2014
- Organization's Representations, dated November 18, 2014
- Appendix “A” — CRA position on representations
-Appendix "B" — Relevant provisions of the Act

c.c.. Mr. Shameem Mohammed
Director of Finance and Accounting
2200 South Sheridan Way
Mississauga, ON
L5J 2Mm4
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%* l Canada Revenue  Agence du revenu
Agancy du Canada

REGISTERED MAIL
June 16, 2014
ISNA, Islamic Services of Canada BN: 884802356RRO001
2200 South Sheridan Way
Mississauga, ON L5J 2M4 File No: 0404426

Attention: Mr. Shameem Mohammed

Re: Audit of ISNA, Islamic Services of Canads

Dear Mr. Mohammed:

This letter is further to our audit of the baoks and records of ISHA, Islamic
Services of Canada (the Organization} by the Canada Revenue Agency (CRA). The audit
related to the operations of the Organization for the period from Januvary 1, 2007 to
December 31, 2009, inclusively.’

The CRA has now completed its review of the Orgenization’s books and records
and has identified specific areas of non-compliance with core requirements of the fncome
Tox Aet {Act) and s Regulations for maintaining charitable status in the following areas:

AREAS OF NON-COMPLIANCE
Section | Issue Reference

1 Ceased to comply with the requirements of the Act | 149.1(1), 168{1)(b)
for its continued registration
2 Failed to comply with or contravened any of 230(2), 2306{4), 168(1)Xe)
septinns 230 to 231.5 of the Act
3 [ssued a receipt for a gift or donation otherwise 168(1){(d)
than ip accordance with the Act and its Regulations 3501(1)
Reguiations

The purpose of this letter is to describe the areas of non-compliance identified
during the audit as they relate to the legizlztive and cormmon-law requirements applicable
to registered charities in order to provide the Organization with an opportunity to respond
to our concerns, provide any additional information regarding the issues cutlined in this
letter, and submit written representations, accompanted by any relevant supporting

“rhe Crponization was notified on October 12, 2011, that it had been selected for audit by the CRA. The nudit visif
ook place the woek of November 28, 2011,

Carlad'fi R350 € 08y
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documentation, as to why the Organization’s status as a registered charity should not be
revoked, or it should not be imposed a monetary penalty.

1. Ceased fo comply with the reguirements of the Act for its registration
{Paragraph 163{1}Xb) of the Act)

The Organization was registered by the CRA in September 1972 as a charitable
organization. Subsection [49.1(1) of the Act requires that a charitable organization
devote all of its resources to “charitable activities carried on by the organization itself."
Generally speaking, in order to maintain charitable registration, an organization must
demonstrate that it is constituted exclusively for charitable purposes, and that it devotes
its resources 10 its own charitable activities carried on in furtherance thereof.”

As oullined by the Supreme Court of Canada in Vancouver Society of Immigrant
and Visible Minority Women v. Minister of National Revenue, the determination as to
whether an organization qualifies as a charity under the Act is, in essence, a two-part test:

l. the purposes of the organization must be exclusively and legally chantable
under commen |law, and must define the scope of the activities engaped in by
the organization; and

2. all of the organization’s resources must be devoted to these activitics.’

To summarize, the CRA must be satisfied that a registered charity's purposes are
exclusively charitable at law, that there is a clear relationship and link between the
aclivities and the purposes, and that the activities themselves do not fall outside the
bounds of what can be considered chantable in the legal sense.

Our preliminary findings regarding the Organization's non-compliance with these
requirements are dealt with below under the headings:

1.1 Failure to demonstrate that it is constituted for exclusively charitable purposes

1.2 Failure to meet the definition of a charitable organization under the AcvFailure to
demonstrate that it carries out its own charitable activities

L1 Failure to demonstrate that it is constituted for exclusively charitable
purposes

Among the various aspects that an audit may examine is whether a charity
advances purposes that are charitable at law. Maintaining charitable registration demands
that a charity continue to meel the existing statutory and common law requirements
associated with registered status. Although a charity's formal purposes may have been
accepted at the time of its registration, it is possible they may be determined to no longer

* Vancouver Society of lnunigrant and Visible Minority Women v. Minister of National Revenue ( Voncouver Society),
[1999) | S.CR. 10, at paras. 155-159.

! Vamcouver Society, ibid no 2, para. 138. The only quatification retates to other purposes that are merely incidental 1o
chanitable purposes - better construed as activities in direct furtherance of a charitable purpose. The organization will
not fall to qualify as chanitable becayse it describes an activily as a purpose.

2
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qualify as chanitable at law in the course of a subsequent audit. In addition, it is possible
that the activities and focus of an organization may have changed since its initial
registralion. Such changes may adversely affect the organization’s present day eligibility.

To be exclusively charitable, the law requires that purposes fall within one or
more of the following four broad categories (also known as “heads™) of charity:

e relief of poverty (first category);
« advancement of education (second category);

¢ advancement of religion (third category); or

e cerlain other purposes beneficial 1o the community in a way the law regards as
charitable (fourth category). *

The fourth category identifies an additional group of specific court-recognized purposes.
It does not mean that all purposes that might be considered beneficial 10 the public qualify
as charitable as a matter of law.

Furthermore, it is a basic and important pripciple of chariry law that to be
charitable, the stated purposes of an orpanization be expressed as clearly as possible.” [f
the wordinp i5 too broad or vague, it will not be clear that a purpose is chantable (falls
within a charitable purpose category and provides a public benefit) and defines the scope
of the organization’s activities.* Where there is any doubt as to whether a purpose is
charitable, or where there is a mix of charitable and non-charitable purposes, the courts
have determined that an organization should not be registered as a charity.”

As outlined in CRA's Guidance “How 1o Drafl Purposes for Charitable
Registration™, to be eligible for charitable registration a purpose should identify three
elements: (1) the charitable purpose category — (o establish that the purpose falls within
one of the four broad categories of charity outlined above; (2) the means of providing the
charitable benefit — to define the scope of the activities that can be conducted to directly
further the purposes and ensure the provision of a charitable benefit; and (3) the eligible

* The Jncome Tax Act does not defing what is charitable. {%ee subsection 248{1) *registered charity™, subsection
14%.1(1} “charitable foundation”, “chasitable organization”, “private foundation”, and “public foundation.” These
definitions use the term charitable but do nol defire it {i.e., charitable foundations arc 10 be “constitvled and operated
exnclugively for charitable purposes” and chariiable organizations’ resources must be “devoted ta charitable activities.™)
The single exception is subsection 149.1{!) whith defines charitable purposes as including “the disbursemenst of funds
to qualificd donees”. The CRA must therefore rely on the common law definition, which sets out four broad categories,
ofr “heads” of charity. The four brosd charitable purpose calegories were outlined by Lond Macnaghicn in
Commissioners for Speciol Purposes of ihe (ncome Tax v. Pemsel, [1891] A.C. 531 (P.C.) (Pemsel). The classification
spproach was ficst explicitly approved of by the Supreme Court of Canada in Gueranty Trust Co. of Canada v,
Minister of Notional Reverue, [1967] S.C.R. 133, and confirmed in Moncouver Society, ibid noie 2.

* Vancouver Saciety, ihid note 1 at para. 159

® Bromd meaning the purpose may allow for both charitable and non-charitable activities and/or the delivery of
unaccepiable private henefits; and vague meaning the wording may be interpreded in differcnt ways.

" In Earth Fund v. Canada (M ¥R ), 23003 D.T.C. 5016, 2002 FCA 498 at para. 20, the Cowrt held that “fa /s o aasrer
of imw, the appellont it nol entiled to regisivarion as a charity unless all of the appellant’s corporaie objects and

activities pre exclusively charitoble.”

E)ed
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beneficiary group — to ensure that charitable benefit is provided to the public or a
sufficient section of the public. Each stated purpose should identify the three elements
either expressly or implicitly, through its context.”

The Organization’s purposes, as set out in its Letters Patent issued to it under the
provisions of the Ontario Corporations Act, and dated May 30, 19737 are:

a} To help new Muslim students get familiarized with Canadian laws and
customs and adjust to Canadian life;

b) To provide educational, cultural and religious services,

¢} Toarrange prayer meefings;

d) To promote friendly relations among students of different faiths;
e) To provide books, libraries, and reading room services;

f}  To arrange lectures, seminars, camps and conferences in order to make Isiam
better understood;

&) To arrange hostel accommodations;

h) To arrange visits to hospitals ta look afler sick students and 1o help them in
their period of convalescence; and

i) To further co-operation with existing Muslim organizations.

Although they do not identify a charitable purpose category in the explicit mannet
that is recommended in the CRA"s Guidance mentioned above, the Organization’s
purposes c), f) and h) could nonetheless qualify as charitable.'® Given that these purposes,
which may more aptly be described as specific activities, could bear a sufficiently
coherent relationship to the advancement of religion, it is possible each may be
understood to implicitly fall under the charitable category of advancement of religion. '
Similarly, purposes ¢) could also be acceptable, even though it is not clear whether the
books, libraries and reading room services are of a religious, or an educational, nature, '

* hutp/ /v cra-arc.ge.ca/chris-gvnp/chrts/pley/cgd/driiprpss-eng hitml,
? Oniginally incorporated under the name Muslim Students Associations, Islamic Services of Canada, the Organization
formally adopted its current name, ISNA, Islamic Services of Canada, with the issuance of its Supplementery Letters

atent, dated Ocrober 17, 1994,
" Providing, of course, that the activilies undertaken in furtherance thercof are found 16 be charitable.

" Depending on the nature of the activitics undertaken and the services offered, putpose h) could also be found to bie

charitable under the fourth charitable purpose category.
** As described in section 1.2 below, however, it is not clear 1o us what activitics, if any, the Organization is pursuing

sfi lurtherance ol these purposes

4721
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We consider the Organization’s remaining purposes to be non-charitable,
specifically:

« Purpose a), “To help new Muslim students get familianzed with Canadian laws
and customs and adjusi to Canadian life”, is broad and vapue, as it is unclear
what type of programs/services it intends to offer and how it will deliver them.
Further, in the context of the delivery of settlement services to newcomers,
which we assume to be the intention of this purpose, the Organization has not
shown why it restricts the delivery of its services to “new Muslim students.” [f
the Orpanization proposes to restrict its services {0 a particular calegory of
beneficianes, it must justify the restrichion, by showing that there is a relevant
connection between the restriction and the benefit to be provided."?

e Purpose b), “To provide educational, cultural and religious services™, is broad
and vague as it lacks the degree of clarity required to ensure that the nclivities
undertaken in support of this purpose will be exclusively charitable. "

e Purpose d}, “To promoie friendly relations among students of diflerent faiths”,
and purpose i}, “To further co-operation with existing Muslim orpanizations”,
are both broadly worded, and place no restrictions on the programs that the
Organization might conduct while pursing them, thus leaving open the
possibility that the Organization could undertake activities that may nol be
exclusively charitable. In addition, the aim expressed in these purposes is
problematic in itself, as the courts have siated that a purpose to promote closer
and more sympathetic understanding between groups is not analogous 10 any
that have been held charitable at law."?

e Purpose g), “To arrange hostel accommodations”, can not be found to be
charitable, as it neither expressly nor implicitly identifies a charitable purpose
catepory, a condition that can be relieved through charitable means, an eligible
class of beneficiaries, or the expected charitable relief.

B See, for example, Voncouver Society, ibid note 2 at paras. 175-189. We would note that limiting a charity’s
programs o a particular calegory of beneficiarics will offend the public benefit test, uniess the restriciion is shown {0
be refated to the charitablis beaefil heing conferved. There are certain cincumstances in which an organization that
provides assistance W a specific community can be registered. However, there has 1o be a logical connectian between
the proposed resteiction and the benefil provided, and that connection netds W be demonstmatod by the charity. For
further information plense refer 1o the CRA publications, Guidelines for Registering o Charity: Meeting the Public
Henefit Test.

" We would particularly note our coneerm in (his regard as pertains io the use of the term “cufture”. The meaning of
calture is vague, and, depending on the context in which it i used, not nezegsarily charitable. While we could consider
enhancing the public’s knowledge and appreciation of the art, hisfory and languspe of a particutar culture t0 be
charitable under (he alvancement of educalion, the “promoticn” of 8 particular culture is not. Promoting cuiture can
mean different things 1o different penple. [t can mean advencing the intorests of a particular community. 1 can also
mean promoting the institulions and practices of a hisloricalty identifinble group. Prometing euliure lacks the necessary
elemeni of public benefit to qualify as charitable, hecause the henelit provided is not 1o the communily 2s & whols or a
significant section of it. As presently worded, we arc unable io determine fhe contexi in which the term cullute is
presented in the Grganization’s purpose (b} and can not therefore determine it to be charitable.

'* See Anglo-Swedish Sociery v. C.L.R. (1931) T.C. 34 {K.B.D,) 8s cited in Toronte Volgograd Commitiee v. MN.R.,

88 DTC 6192 (F.C.A).

5721
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For each of these reasons, the CRA cannot determine that the Organization is
established for purposes that are exclusively charitable. Therefore, it is our preliminary
view that the Organization fails to comply with the requirements of section 149.1(1) the
Act far its continued regisiration.

1.2  Failure to meet the definition of a charitable organization under the
Act/Failure to demonstrate that it carries out its own charitable activities

Under paragraph 149.1 (1)(a) of the Act a "charitable organization™ is defined, in
part, a3 an organization, whether or not incorporated,

{a) all the resources of which are devoted to charitable activities carried on
by the organization itself ...

A registered charity, Lherefore, can only use its resources (for example, funds,
personnel, and property) in two ways, whether inside or outside Canada:

= on ils own activities (those that are carried out under the chanty's direction,
contro! and supervision, and for which it can account for any funds expended);
and

* on gifts to qualified donees.'®

The courts have directed that to be carried on by the organization itself, activities
must be the charity's own, meaning they are conducted under the chanty's direction and
control, A registered charity must have ongoing control over all activities cammied out on
its behalf, and over the use of its resources.!” A charity’s own activities may be carried
oul by its directors, volunteers, employees or other stafl, or by intermediaries (agents,
contractors, or partners) acting on its behalf. However, in all instances, the charity must
be able to demonstrale that the activities involved are undertaken al its initiative and
direction, and are conducted under its supervision and control.'®

During the audit commencement interview, the Organization explained (o the
CRA that it no longer focused on the provision of services for Muslim students, an intent
cvident in its incorporating purposes, but rather on activities directed at the wider Muslim

' Broadly speaking. a qualificd donee 15 an organizalion that can issuc official donation receipts for gifts that
individuals and corpocations make to iL, and thul con receive gifts from regisiered charities. Qualified donees are
defined in the Act as “a person that is (a) registered by the Minister and that is {1) a housing corperation residesnt in
Canada and exempl from tax under this Pant because of paragraph 149(1)(i} that has applied fur registration, (i) a
municipality in Canada, (i17) 3 municipal or public body performing a function of government in Canada that has
applied for registration, (iv) a university outside Canada thal is prescribed (0 be a university (he student body of which
ordinarily includes students from Canada, or (v} a charitable erganization outside Canada to which Her Majesty in right
of Canada has made a gift in the 36-month period thal begins 24 months before that time, (b) a registered charity, (¢} a
registered Canadian emateur athletic association, or (@) Her Majesty in right of Canada or a province, the United
Nations or an agency of the Uniled Nations.”

¥ The Canadian Commitiee for the Tel Aviv Foundation v. Canada, {2002) FCA 72; Conedian Magen Dovid Adom
for srael v. Canada (Minister of National Revenue), (2002) FCA 323; and Bayit Lepletor v. Canadao (Minisier of
Natronal Revenue), (2006) FCA 128

'* For more information, sce CRA Guidance CG-002 Canadian Registered Charities Carrying Out Activities Outside
Cunads and CRA Guidance CG-004 Using on Intermediary o Carry out a Charity's Activities within Canadu


kxc092
Sticky Note
None set by kxc092

kxc092
Sticky Note
MigrationNone set by kxc092

kxc092
Sticky Note
Unmarked set by kxc092


community."? In this regard, the Orgenization stated that it undertook only two programs:
the provision of religious services through the Islamic Centre of Toronto (Jami Mosque);
and the operation of the Islamic Book Service {IBS).”

1.2.1 Islamic Centre of Toronto (Jami Mosque)

The Organization presented itself and Jami Mosque as “essentially” one
organization, stating that Jami Mosque was “established under ISNA, Islamic Services;”
and describing the Organization as operating as “a local mosque™. The Organization’s
asseriions in this regard are fusther reiterated through the reporting of Jami Mosque’s
acuivity and financial information on the Organization's Registered Charity Information
Returns (T3010).%

Furthermore, according to information available on Jami Mosque’s websile, the
Organization was established in order to hold in trust title to the Jami Mosque property
{ocated at 56 Boustead Avenue, Toronto, Ontario:

Brothers Sirojuddin Akmed, National Vice President of the M3A [Muslim Student
Association], 4bdul Hai Paiel, the MSA Canadian Represeniative, and Ata-ui-
Hag Malick, the Coordinaior of MSA Monireal chapter, seiup o charitable trusi

'° The audit commencement interviews for the ISNA family of charitics wok place the week of November 1B, 2011,
ISNA-Canada™s headquarters at the 2200 Soulh Sheridan Way, Mississauga, Ontario. While the Organization was
touched on as a topic of conversation during the entire week, the Organization’s interview itsell took place an
Movember 30, 201 1. The following current and former directors were present. al the interview: Abdallah {dris AlL,
Shameem bohammed, M.D. Khalid, Mohammed Bekkari, Seema Khan, Syed imtiaz Ahmad, and Moharmmad
Khadim. The following individusls ware identificd on the Organization’s T3010s as its directors for the period under
audit: Mohammad Ashraf (2007, 2008, 2009), Mohammad Khadim (2007, 2008) and Ghularmn Aawar {2009).
® There iz no indication in the documentation available to the CRA that the Organization uadertock any other
aclivities. Our review of the Organization's books and records indicoles that it msintoined two seds of neeounting
hooks, one for Jami Mosque and the other Tor the Islamic Book Serviee, Based on the combined figures from these iwo
sets of books, the Organization prepared and fited iis T3010 returns. The Organization reporied & tofal of $813.157 os
its total expenditures over the three-year period under audit In addition the Qrpanization also mainiained » total of six
bank aecounts; four for Jami Mosque and two for Islamic Book Service.
¥ In Section £2 of it TIO10, the Orpanization consistently described ils aclivities during the audit period (2007-2009)
as:

Maintenance of place of worship in Toronto

Celebrotion of Islomie Fesrivals

Daily and Congregotional prayers arrangement

Provide financial support fo nesdy Families

HMHeld refigious fectures & workehapa,

Tota! expendilures attributable 1o Jami Mosque, per the Organization's geners! ledger for each of the fiscal periods are
a5 foflows:

YE Jami Musgue

2009 242,403
2008 207,148
2007 199,149

Total 648,700

121
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called MSA Islamic Services of Canada,” so that no one will ever claim
ownership and sell it [Jami Mosque). They repurchased the Mosque under the
ownership of the MSA [slamic Services of Canada, and the Mosque was reopened
in June 1973.%

However, aside from the above, the Organization has not provided the CRA with
any documentation supporting the assertion that Jami Mosque is a charitable program of
the Qrganization.“ We note that:

o Jami Mosque is an independently incorporated entity, operating under a
separate set of purposes and governing documents;

s Jami Mosque's govemning documents, including its bylaws, fail to mention the
Organization, but rather grant operational oversight to the Islamic Society of
North America (K*SINIA);Z‘5

¢ The Organization failed to demonstrate that it directs and controls the activities
of JamijMnsquc. a separately incorporated organization and a non-qualified
donee’

= As alrcady mentioned ahnve, originally incarporated under the name Muslim Students Associations, Islamic Services
af Canada, the Organization [onnally adopled its current name, ISNA, Islamic Services of Canada, with the issuance off
its Supplementary Letters Patent, dated October 17, 1994,
= hupy/www jamimosque.com/some_words_about_us.php
™ In regard to the activities undertaken through Jami Mosque, we would note that the Organization is nol explizitly
ncorporated o maintain and operate a Mosque.
* Jami Mosque was incorporated on August 28, 1990 under the auspices of the Ontaria Corporations Act
Incorporated as the Islamic Cenire of Toroato (Jami Mosgue), its main purposes arc:
{a} to preach, promole and advance the spiritual teachings of !slam hy practicing the religious ohservances,
tenants and doctrines associaled with the Islamic faith;
(b} to conduct religious, charitabic, cducational, and Islamic activities according (o the Qur'an and Sunnah;
{c} 1o amange prayer meclings; and
{d} w arange visils 1o hospitals, prisons and other institutions o look aller the sick and needy and to help them
in their period of convalescence and recuperation.
* Jami Maosque's bylaws make no 1eference to the Orpanization, including its role in Jami Mosque's opersiion, but do
make the following provisions regarding 1SNA:
* The Mosque 1s to remain permanently affiliated with 1SNA;
e The Mosquc's Executive Commitiee is 1o include one meanber appointed by the ISNA-Canada Council
I'he role of this individual i5 (o “provide a constant link between the Two bodies™,
»  Eleetions 1o (he Executive Committee are (0 be conducted by an Election Committee instituted by ISNA-
Canada Council;
¢ The ISNA-Canada Counail &5 to confirm the appointments of the limam and Executive Direcior as
recominendesd by the Executive Commitiee of the Mosque;
s  The ISNA-Canada Council ts to approve all major alterstions to the propenty; and
*  The ISNA-Canada Counci! has the power 1o “lake action deemed necessary against any onlslamic use of
the prapenty and reserve the right lo interpret rules of [slamic conduct in consultation with ISNA’s Figh
Council and the ISNA-Executive Council if the [Mosque's] Executive Committee fails to do so.”
7 Particularly in instances in which an organization professes lo undertake its activities through a non-qualified donee,
i order to discharpe the evadentiary burden of establishing that it has met the operational requirements of the Act, a
repistered charity must keep bonks and records that will provide a means of verification, which would satisfactorily
demonstrale that ifs resources have been devated 10 charitable activities “cairied on by the organization wself ™ In
addition 1o copies of operating agreements or contracts with and project reports fiom a chosen intermediary, or an
agent, 1his may include all records demonstrating the charity's inlernal decision-making mechanising, such as minules
of board meetings, copies ol relevant comespondence and cominunications, a charity's operational policies and
procedures, as well as source documents for financial transactions, such as invoices, receipts, cancelled chegues, and
bank stalements. The Orgamzation failed to provide any such documentatinn.
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Further heightening confusion are the asseftions made by Jami Mosque in
socimcnaion i v . [
3

- [ i Mosque described the

Organization as “a Canada-wide organization that began as a Muslim student
association in {973 with its objects mainly related to students. The
Corporation [Jami Mosque] operates the oldest mosque in Toronto. Becaise
Services has charitable status and the Corporation does not, the Corporation
has carried out many of its activities in conjunction with Services to date so
that charirable receipts could be issued for donatian to Jami Mosgue.”’
Services uses office space at the mosque for meetings from time to time’® but
otherwise the organizations are independent of each other [emphasis
added].”

_ami Mosque again reiterated, “ISNA [slamic Services
ai Canada i‘Services ') has charitable status and the Corporation _
the sole reason the Carporation has carried on its

activities in connecition with Services is ta enable the

Corparation to provide
charitable receipts for donations fo the Corporation. &
the Carparation and Services

will be fully independent of the other.

Furthermore, our analysis of the information available to the CRA indicates that
the larger operational and financial decisions pertaining te Jami Mosqgue fall not to the
Organization, but rather to Canadian Islamic Trust Foundation (CITF):“

e As described on Jami Mosque’s website, the Organization’s primary
responsibility of holding title to Jami Mosque was apparently usurped with the
establishment of CITF, which took over this function upon its establishment.*

m_nl the CRA’s suggestion, which was made based

on the Organization's assertion that the Mosque's aclivilies were the Crganization’s own,
Paragraph 24 [{4}{a) of thc Act slates tha “an official nay provide to any person taxpayer informarion that can
reasonably be regarded as necessary Tor the purpose of the administration or enforcement of this Act....” As such, the

CRA — in assessing ol the Orpanization®s activilies - has considered information provided to the
CMW

# Qur concerns regarding this receipting Liangement are addressed below under heading 3. Issued a receipt for a gifl
or donation otherwisc than in accordance with the Act and its Regulations.

¥ The CRA has found no cvidence Lhat the Organization holds meetings ot Jamic Mosque or clsewhere. Se¢ section 2.2
below far further informalion in this repand.

M CITF was incorporated federally under the Canada Corporations Aet on August 18, 1983, and registered by the
CRA as a charitable organization with an cffective date of August 31, 1938, The CRA has not determined what CITF's
role is in relation lo the authority granted to ISNA under the Masque's bylasvs. See note 26.

™ The exact wording used on the website states thae the “Trust”, referting to the MSA, Istamic Servicss of Canada, was
“later renamed as Cansdian Islamic Trust Foundation™ and that, “later on... [a] new organization, the Islamic Society
of North America (ISNA) was instiluted in 1976 which took MSA and CITF under its banner.” Although, the Jami
Mosque website siates that the QOrganization was simply renamed the Canadian Islamic Trust Foundation this was not
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Land transfer records confirm that the Organization transferred ownership of
ihe 56 Boustead property to CITF on July 17, 1987,

s A review of the minutes of CITF’s board of directors meetings suggests that
CITF has had operational control of Jami Mosque since at least January 1992.%
According to information recorded in the minutes, CITF's board regularly
renders decisions pertaining, for example, to such issues as the revision of
Jami Mosque’s bylaws, decisions pertaining to the make-up of the Jami
Mosque Executive Commitiee, and review or control of Jami Mosque
finances.™

» A tesolution passed by the ISNA Canada Majlis confirms CITF’s control over
Jami Mosque in a January 10, 2009, decision:

Jami Mosque affairs to be handled by the CITF:
Mohammad A. Khadim recommended that the earlier
decision of the Majlis should be reversed and let the CITF
Board look affer the affairs of the Jami Mosque. The Majlis
made the following decision:

Mohammad A. Khadim moved that earlier decision of the
Maylis to handle the affairs of the Jami Mosque be reversed
and CITF Boord would be responsible for the running
affairs of the Jumi Masque. The motion was seconded by M.
Ashraf and it was carried unanimously.**

» As recorded in the minutes of its January 30, 2009, Executive Committee
meeting, Jami Mosque has officially recognized the jurisdiction of CITF over
is affairs:

As we understand, the Committee is responsible for day 1o
day operation of the Jami Mosque such as arrangement of
prayers, selting up regular weekly programs of 'dars and
halagas or other similar activities, and special programs
such as invited speakers, collection of danations and
regular expenses, activities related to maintenance, repairs,
safety, and securiry, ete. It is our understanding that the
Committee is not authorized for hiring and firing

the case, as both organizations were, and are. separately regisiered charitable, and independenily incorparated,
organizations.

1 Please note that tie earliest recorded meeting minutes available 1o the CRA date back to January 1992

" Paragraph 241(4)(a) of (he Act states that ~an official may provide to any person taxpayer information thet can
reasonably be regarded as necessary for the purpose of the administration or enforcement of this Act.. ™ As such, the
CRA — in assessing the charitable natuce of the Organization®s aclivilies ~ has considered information provided 1o the
CRA by CITF

" ISNA Canada Mujlis Meeting Minutes, January 10, 2009,
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personnel, and where expenses of fairly considerable
amount of momey are involved, which should be
recommended fo the CITF Board. This & so becawse of
the possibility that CITF or ISNA Csnadas may be
dragged inte = legal suit, and the CTTF and (SNA would
have to deal with its consequences [Emphasis Added],*

+ [n October 2011, the ISNA Canada Majlis passed a motion ratifying terms of
reference for the Jami Mosque Operations Committee. The terms of reference
identifies CITF’s role in the operation of Jami Mosque, seemingly giving CITF
authority over the Mosque Operations Committee and thus Jami Mosque.

In light of the above, the CRA is unable to conclude that the activities underiaken
at Jami Mosque are, in fact and law, the Organization’s own activities, being carried on
by the Organization itself. As such, it is also our pesition that the revenues and
expendihures as re;goncd on the Organization’s T3010 should not have been atributed to
the Organization.

Accordingly, a determination as to whether the purposes and activities of Jami
Mosque would be considered charitable has not been made. Should the Organization
demonstrate in iis represeniations thal Jami Mosque is its “own” activity, theg, it will also
need to demonstrate that Jami Mosque's purposes and activities are charitable at law.

1.2.2 Islamic Book Service

Islamic Book Service (IBS) has been in operation since 1972 (and online since
1999).7 The Islamic Book Service's website states “IBS Canada is a not-for-profit
division of ISNA’s Islamic Services organization.”™®

This notion was re-iterated during the audit commencement interview at which
time the Organization expiained that “IBS [is] under ISNA, Islamic Services of Canada ™

5 pinuics of January 30, 2009, Executive Cammities Meeting of Jami Mosgue
7 The terms of reference specificaily outfines CITF s power and suthority awver the Jami Masque Operations
Comemitice, otherwise refermed Lo as QC), as follows:

e The OCI reports 1o the CITF board
CITF hires and fires individuals on the recommendation of the OCi
OCT cannot underiake projects worth more than $10,000 without approval of CITF
CITF approves the budget of Jami Mosque
OCJ commiltee members ean only be removed by CITF
CITF develops a list of elipible voters, from 1SNA Canada members, for the OCS
CITF sets up the election commitice and conducis the efection for the OC) positions
CITF can dissobve the OCJ without notice and appoini adminisiralor to mangge the afTeirs of the mosque
# lf il were 1o be detesmined otherwise, then, it would be open io us to conclude that the Organization provided
funding to a non-gualified donce, with no evidence that i mainained the required direction or eontrol over the
resources expended and the activities undenaken.
™ Istaenic Book Service operales al two locations, one at the Islamic Center of Canada locaied at 2200 South Sheridan
Way, Mississaugs, and the other at 56 Bousiead Avenue, Toronte.
% hupswwav. isiamichookservice. ca/abouihim]

E 8 & B 8§ &
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We further note that the Organization included [slamic Book Service's financial
information as its reported expenditures in its T3010 Retums. "’

However, following a review of the available information, the CRA is unable to
determine that the Islamic Book Service is in fact the Organization’s own program. A
review of the minutes of CITF’s board of directors meetings suggests that, al least
historically, CITF has had responsibility for the Islamic Book Service, rendering key
operational and financial decisions since at least January 1992. We note that:

e The presentation and discussion of Islamic Book Service’s financial statements
and/or sales results is recorded as a regular agenda item on CITF board of
directors meeting minutes.*’

» CITF implemented a sales commission incentive program for the Manager of
the Islamic Book Service as a means of encouraging greater sales,**

« CITF approved the move of Islamic Book Service's to 2200 South Sheridan
Way.*

e CITF prepared guidelines for [slamic Book Service’s operations, including the
policy on hiring its mau'tager.ISG

s CITF decided on the suppliers to be used by [slamic Book Service, including
for the Jami Mosque location.”’

" Towl expenditures attributable to Islamic Book Service, per the Organization’s general ledger for each of the Niscal
periods arc as follows

YE 185

2009 61,380
2008 SB.BAS
2007 46,032

Total 166,457

** paragraph 24 1{4)(a) of lhe Act states that ~an official may provide to uny person laxpayer information that can
reasonably be regarded as necessary for the purpose of the administration or enforcement of this Act...." As such, the
CRA - in assessing The chantable nature of the Organizalion’s aclivitics - has considersd information provided to the
CRA by CITF

*' See for example, mecting minutes from January 23, 1992, June 27, 1992, September 21, 2002, Novamber 7, 1992,
January 15, 1994, December 03, 1994, Novanber 18, 1995, June 10, 2000, Masch 23, 2001, November 3, 2001, March 20,
2004, March 31, 2007,

According to the documents available Lo the CRA, IBS was last mentioned by CITF at the March 31, 2007, Board
meeting, where M.D Khalid reported on his supervising responsibilities over IBS; however, since that meeting, (here
has been no recorded discussion of IBS by the CITF Board. Rather, at a June 19, 2010, [SNA Canada Majlis meeting,
Mr. Umar Farooq noted about that “the affairs of the Islamic Book Service, which M.D. Khalid has been handling
single handedly, have not been presented to the Majlis.” Furthermare, [t was alleged by M. Ashraf, "that M.D. Khalid
makes unilaferal decisions for the IBS and that he single handedly signs cheques for both the IBS [Islamic Book
Service] and [SB [Islamic School Board].” It is unclear if there is any current operatinnal aversight of [slamic Book
Service from either the CITF or ISNA Boards.

* CITF board meeting minutes daled Decomber 3, 1994,

“ CITF board meeting minutes dated Ociober 14, 1996.

* CITF board mecting iinuies dated June 10, 2000

** CITF board meeting minutes dated November 3, 2001. In this regard, we further note that a January 2009 facsimile
by Mr. Mohammad Khadim, & director of CITF, which issued instructions regarding the purchase of books, suggests
that CI'TF maintzined control of Islamic Book Service during the audit period. The instructions were carbon copisd Lo
the Executive Commuttce, CITF Files, and [SNA Canada Secretary Geneml
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In light of the above observations, it is our preliminary view that the
Organization’s role with the Islamic Book Service is limited to bookkeeping services and
that responsibility for its operation may more appropriately rest with CITF. Should the
Organization be able to demonsirate that the Islamic Book Service is in fact and law its
own activity, it will also need o demonstrate thai the [slamic Book Service mests the
requiremnents for carrying on an acceptable, or related, business.*®

Qur analysis of the information avaiiable to the CRA, indicaies that neither the
activities undertaken at Jami Mosque nor those of the Islamic Book Service can be found
to represent the Organization®s own activities. Consequently, it is our preliminary view that
the Organization has ceased to comply with the requirements of the Act by failing lo carry on
its own charitable activities, and failing to meet the definition of a charitable organization as
defined by subsection 149.1(1) of the Act. This constitutes sufficient reason to revoke the
Organization's status as a registered charity under paragraph 168(1)(b) of the Act.

2. Failed to comply with or contravened any of sections 230 1o 231.5 of the At
{Paragraph 168(1e) of the Ac)

Subsection 230(2) of the Act requires that every qualified donee keep records *°
and books of account, at an address in Canada recorded with the Minister or designated
by the Minisier, containing:

a) information in such form as will enable the Minister to determine whether there
are any grounds for the revocation of its registration under this Act;

b) a duplicate of each receipt containing prescribed information for a donation
received by if; and

¢} other information in such form as will enable the Minister to verify the
donations to it for which a deduction or tax credit is available under this Act.

In addition, subsection 230(4) provides that:

“Every person reguired by this section to keep recordy and books of
account shall retain

** Gencraily spealting, an organization established io cary on 3 business cannot be registered Bs a charity, even il all
the business proceeds are distributed io a charity. However, a regisiered eharity esiablished for exclusively charitable
purpeses is permitied (o camy on a “relsted business” in suppon thereol. A related business is one that

2}  itself delivers g chanitable service;

by s linked and subordinale to a chasity's charilable purposes; ar

c) is unrelated to the charity’s purposes. bul is run substaatially by volunleers. )
16 is owr opinion thay, in the gontext of our eument understanding of the Organization's lack of charilable programeming,
the Isiamic Book Service would not be found to meet our requirements in this regard and wauld be found io be
operating an unselated business, thereby prechuding the Organization from regisiration.
See CRA publication, CPS-019, $%ar is o Related Business?, available al hitp/fwww crs-gr ge.cafchns-

pvng/chns/pleylepsieps-019-eng humi, for further information.
® Subsection 248(1) of the Act defines a resord a3 follows Lthal it “inclides o ccounl, an agreement, @ beak, o ehart

or table, a diagram, a form, an image, an iavoice, a fetier, @ map, @ memorandum, a plan, a refurn, g stalemenl, @
telegram, a voucher, and any oiher thing conlaining information, whether in wrifing or in any other - form.
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{a) the records and books of account referred to in this section tn respect
of which a period is prescribed, tagether with every account and voucher
necessary o verify the information contained therein, for such period as is
prescribed; and

(b) all other records and books of account referred to in this section,
together with every account and voucher necessary to verify the
information comtained therein, until the expiration of six years from the
end of the last taxation year t¢ which the records and books of account
relate.”

The policy of the CRA relating to the maintenance of records and books of
account is based on several judicial determinations, which have held that:

» it is the responstbility of the registered chanty to prove that its chanitable status
should not be revoked;™

¢ aregistered charity must maintain, and make available to the CRA at the time
of an audit, meaningful books and records, regardless of ils size or resources,
It is not sufficient to supply the required documentation and records
subsequent thﬂ:l‘cto;il and

» the failure to maintain proper records and books of account in accordance with
the requirements of the Act is itself sufTicient reason to revoke an
organization's charitable stamus.’

Our audit of the books and records kept by the Organization for the period under
review has noted the following deficiencies:

2.1  Failed to maintain adequate books and records for receipted douation
amounts

A companson between the duplicate donation réceipts provided by the
Organization to the CRA and the amounts recorded at line 4500 of the Orgamization’s
T3010, Registered Charity Information Return, was made in order to assist the CRA in
determining whether the Organization maintained a duplicate of each receipt.

Over the three-year period under audit a discrepancy of $174,650 was noted for
the receipted amounts between the duplicate receipts and the reported amounts on
T3010s, that is, $340,516 and $515,166, respectively.*® The scale of this variance, which

Y The Canadian Commitiee Jor the Tel Aviv Foundation v, Her Majesry the Queen, 2002 FCA 72

*) Supra, footnote 3; The Lord's Evongelical Church of Deliverance and Prayer of Toronta v. Canada, (2004) FCA
m

* College Rabbinique de Monireal Qir Hachaim DTash v. Canada (Minister of the Customs and Revenue Agency),
(2004) FCA 101, subsection 168(1) of the Aet.

** Comparison for the Receipted Amount between T3010 and Ofticial Duplicate Receipts
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was determined to be significant and matenial, raises concerns to the CRA that the
Organization did not keep a duplicate copy for each receipt it issued.

In addition, the concems whether the Organization maintained a duplicate copy

for each receipt ssued are further complicated by the fact that:

s The duplicate receipts the Organization provided, 1,005 of them in total, begin
with a receipt number 801 and end with 8700. ** Normally, this would indicate
that the Organization issued a total of 7,900 receipts, that is, 8700 less 800,
during the years under audit.

However, given the number of duplicate receipts provided, that is, 1,005, this
represents some 6,900 unaccounted duplicate receipts,” and raises concerns as
io whether any of those unaccounted receipts were issued with or without the
Organization’s contrnl or knowledge,

e The Crganization issued its pre-printed numbered receipls in non-sequential
order. Receipis numbered from 851 through 1000, for example, were issued for
year-end 2009, while the higher receipt numbers from 2251 through 2300 were
issued for the previous year 2008.%°

Duplicate Variance
T Receipts -2
YE (1 2} {3
07 1R2A4YT §12,609 70418
08 141,693 164,203 27490
03 191,048 114,304 76,742
515,166 340,516 174,650

* The erganization provided 1,003 duplicate receipts, ezch with a pre-printed sevial number.

** The number of accounted duplicate receipls:

Ending Seriaf Mo,
Startipg, Serial No.

Total Recaipts, per Secisl No. {Inclusive of Receiptd 861}
ADD: Reesigls with same pre-printed Serial No.
Total Receipts, Revised

Accounted for
Unaccounied for

* pee-printed serial receipt aumbers and issued years:
Reveipt Secial Ma.

Start End ¥ enr-end
801 850 2008
RS 1000 2009
2251 2300 2008

2307 pLitE Y

3258 3300 08
5201 5366 200

$901 5948 2008
5947 5830 2009
$951 6150 2007

8700
(gah
7,900

3

P 45
1.005
6,900
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By issuing receipts in such a non-sequential manner, the Organization failed to
provide continuity in the serial numbers from one period to another. This makes it
impossible for the CRA to verify the completeness of the donation receipts in a given
period in order to determine whether all of the official donation receipts were accounted

for.

Therefore, it is our preliminary view that the Organization failed to maintain
proper duplicate donation receipts for the CRA to verify whether donations receipts
issued by the Organization were in accordance with the Act and its Regulations, and, as a
result, whether the Organization should maintain its registration as a charitable

organization.
2.2 Failed to maintain records or minutes of its board of directors meetings

The Organization failed to maintain records or minutes of its Board of Directors
meetings. Minute books are an integral part of books and records of a charity orgamization
because they explain, among others, the decision-making process of the charity, historical
information on operational and financial decisions the charity has considered and made,
and the organization’s mind with respect to its operations.

The meeting minutes were requested in the list of “Required Information and
Documentation” accompanying our audit commencement letter, dated October 28, 2011,
However, the Organization did not provide the requested minutes for review.* Asa
result, the CRA was unable to fully understand the decision-making process of the
Organization, or lo determine (in conjunction with other books and records) whether its
resources were used for exclusively charitable purposes in compliance with the provisions
of the Act.

It 15 our preliminary view that the Organization has failed to meet the
requirements set out in subsection 230(2) of the Act. The Minister may revoke the
registration of a charity because it failed to comply with or conlravened sections 230 to
231.5, pursuant to paragraph 168(1)(e) of the Act. However, this particular non-
compliance issue, on its own, may not necessarily result in the revocation of charitable
status, but, nonetheless, is addressed as a non-compliance issue,**

6451 6852 2008
6853 6853 2005
6854 6950 2008
7651 7700 2007
R601 8609 2007
B61G B&11 2006
B2 Bhl4 2007
8513 8613 2006
8616 B700 2007

*? The CRA was also unable to locate any such meeting minules in the electronic documentiation provided to the CRA
or any other documentation that would suggest that such mectings were ever held or even scheduled.

* The CRA has a wide range of measures to obtain compliance including: an “education letter,” which explains the
rules 1o a charity; a compliance agreemenl, which identifies the problems, the steps the charity will take to bring itsell
into compliance, and the potential consequences to the charity of not abiding by the agreement; sanctions of o linancial
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3. Issued a receipt for a gift or desation otherwise than in accordance with the Act

and its Repulations {(Paragraph 16813 d} of the Act)

A registered charity is in coniravention of the Act and its Regulations when it
issues donation receipts that contain incorrect, incomplete, or false information.

The Act and 1ts Regulations 3500 and 3501 set out the requirements for registered
charnities with respect to the issuing of official donation receipts and allow for various
penalties or sanctions set out in subsection 188.1(7) to 188.1(10) and 188.2(1) of the Act.
In addition, it should be noted that inproper receipting of gifts or donations is considered
senous enough that it may, on its own, resuli in the revocation of registered status under
paragraph 168(1)(d) of the Act. These requirements are also described on the CEA’s
Internet website.

3.1 Issued Official Donation Receipis that lacked the content requirement of
Regulation 3501{1)

The audit reveals that the Organization issued donation receipts in direct
countravention of Regulation 3501 of the Act as follow:

Reguiation 3501(1) Observed non-compliance
Every official receipt issued by a registered
organization shall contain. ..

(a) the name and address iu Canada of the | o)) o the receipts were issued under the
organization as recorded with the Mimister; | o s epeN A Tstamic Services of Canada
Jami Mosque,” for the years under audit.
The name registered with the CRA was,
and still is, ISNA, Islamnic Services of
Canada, without “Jami Mosque.”

In this regard, we note that shortiy afier the
Organization changed its name in Octeber,
1994, it confirmed with the CRA so that its
receipts would properly reflect the name
change. * This indicates that the
Organization knew and ought to have
known that the receipts should reflect the

penalty and/or a suspension of ability to issue official dooation receipts; and, uWiiralely, revocalion of a chanty’s
registration. {CRA's publication, entitled “Guidelines for applying sanctions,” at hilp:/fevw.cra-are. po calchs-
gvag/chrts/plecy/nwsncins-sng himi). Refer 1o section 4 below,

*® &ee Issuing receipts, hitp/ www.cre-arc_ge cafchnis-gvng/chris/pring/repls/

“ The Crganization went through a name change from Mustim Students Associations, Islamic Services of Canada to
the current neme of ISNA, Islamic Services of Canada, by way of Supplementary Letiers Patent, dated October 17,
1994, Subsequent o the name chanpe, the Organization notified the CRA of such change on two occasions, dated
February 17, 1995 and May 9, 1993, On the latier corespondence, 1. daicd May 9, 1993, the Organization reguesied
for 2 confirmation that the CRA has had made a name change in its records, "in order that [the Organization's] receipls
for income tax purposes may be changed 1o reflcat the change in name.”
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proper name on record with the CRA.

() the name and latemet website of the None of the receipts issued, or provided for
Canada Revenue Agency. review, confained the name or Internet
website of the Canadn Revenue Agency,

3.2 Third-party receiptiog

The purpose of the registration system for chanties under the Act is fo ensure that
only those organizations that are registered may provide official donation receipts. The
integrity of the system is seriously breached when a registered charity colludes with an
unregistered organization for the purpose of providing tax relief for donations that are not
made {o that registered charity, a practice known as a third-party receipting. A registered
charity may not issue receipis for gifts intended for an unregistered organization, or allow
ap unregisiered organization 1o use its charitable repistration number.

According to our audit findings, the Organization issued denation receipts for a
total of $340,516,%" under one of three donation categories: "Relief,” “Zakat," or
"Masjid," depending on the purpose of the donations collected. Based on the information
we have reviewed, it is our understanding that the funds receipied by the Organization
were not gifts made to il, but rather gifis made to Islamic Centre of Toronto
{Jami Mosque), including those gifts intended for further disbursement to a foreign
organization in Pakistan. We note that:

e Jami Mosque is an independently incorporated non-profit organization.

» Jarmi Mosque’s accounting books indicate that all of the receipis reviewed
were issued by the Organization on behalf of Jami Mosque.

- [ - s
explained that:

o “[bjecause [the Organization] has charitable status and {Jami Mosque]
does not, [Jami Mosque] has carried on many of its activities in
conjunction with {the Organization] to date so that charitable receipts
could be issued for donations to Jami Mosque.”®

&1

Donation f ear-end
Category 09 08 07 Touwl
kdasiid 89,585 74,187 81,452 247.22%
Reliel 18,100 34,174 15,459 (7,733
Lakat 6,619 3,542 15,008 25,359
144,104 114,203 112,000 140,516

* as explained in section 12,1 above, the CRA is umabie fo conclude that the eetivities undertoken a Jami Mosque
are, in fact, the Organization’s own activities, being carvied an by the Qrganizetion ftsell
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o its “only function is the operation of 2 mosque in Toronto. The objects
of [the Organization] does not include operation of a mosque.”

o Donation receipts issued under the "Relief” category refer to a relief
fund, which was "budgeted by the [Jami Mosque]" to be “distributed to
organizations operating relief efforts cn behalf of Muslims world wide
affected by natural or man made disasters.”

We note that during the audit commencement inlerview, the
Organization indicated that much of the funds raised for Jami
Mosque’s “Relief” fund were collected by the Mosque in cooperation
with the Canadian non-profit organizations, the Kashmiri Canadian
Council (KCC) and the Kashmiri Relief Fund of Canada (KRFC), with
the wltimate goal of sending the raised funds to a Pakisian-based non-
governmental organization entitled the Relief Organization for
Kashmiri Muslims (ROKM).®

o [Jami Mosque] was the collector of donations issued under the "Zakat™
category.

o The funds collected under the “Masjid” category relate to general funds
for the operation of the Mosque.

As a rosult, it appears that the Organization issued official receipts on behalf of an
unregistered organization, that is, Jami Mosque, o provide tax relief for gifts that were
not made to the Organization.

It is therefore our preliminary view that the Organization issued donation receipts
in contravention to the Act and Regulation 3501. Such a non-compliance practice ** is
significant enough that it constitutes grounds for revocation pursuant to paragraph
168(1)d) of the Act.

Alternatively, subsection 188.1(9) of the Act provides for the levying of 2 penalty.
A registered chanty that has been found to contravene the receipiing requirements of the
Act by issuing receipts on behalf of an organization that has no right to issue official
donation receipts is liable 1o pay a penalty equal to 125% of the eligible amount of the

¥ These funds were provided to the ISNA Development Foundation, a registered charily and qualified donee st the
time, for it 1o remit 1o ROKM. Our research indicates thal ROKM is the charitable arm of Jamaat-c-1slami, a politieal
orpanization that actively conlests the legitimacy of India’s povernanee over the siale of Jammu and Kashmir, including
repartedly through the aclivities of its armed wing Hizbu! Mujahidecn. Highul Mujshideen is lisied as s terrorist entity
by the Council of the European Union and is declaced s banned terrorist organizalion by the Government of India,
Ministry of Home Alfairs, under the Unlawful Activities (Prevention) Act of 1967,

Given the identificd conunoaalities in direciorship between ROK M and Jamaat-¢-Islami end the Hizbul Mujshideen
executive commities, concerms exist that ihe funds coliecied spd dishursed as pant of this relief fund may have been
used to support the political efforts of Jamaat-e-Islami and/or its armed wing, Hizbul Mujahideen,

™ B Jts Terer to CRA dated Aprit 15, 2008, Jami Mosque explained that "Zakal” is sn "obligation on Muslims 1o pay
2.5% of their wealth to specified calegories in socicly when their annual wealth exceeds s minimum level.”

%5 Plrase note the fact that the Grganization issved Official Donation Receipts that fecked the content requirements of
Regulation 3501{1), on its own, may not necessarily result in the revacation of charitable status, but, nonetheless, is

addressed as 2 non-compliance issue.
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gifl as it appears on any false receipt, plus a year’s suspension if the total of all such
penalties exceeds $25,000.% According to our audit findings, the Organization may be
liable for a penalty of $425,645 (3340,516 x 125%).

4. Conclusion

On the basis of our audit findings, it is our view that there are sufficient grounds
for the revocation of the Orpanization’s chanty registration under subsection 168(1) the

Act.
The Organization’s Options:
a) No response

The Organization may choose not to respond to the issucs raised above. In that
case, the Director General of the Chanities Directorate may then consider a course aof
action that could include the issuance of a Notice of Intention to Revoke the registration of
Organization in the manner described in subsection 168(1) of the Act.

b) Response

Should the Organization choose (o respond, please provide writlen
representations, and any additional information and documentation, regarding the
findings outlined above that the Organization wishes the CRA o consider within 30 days
from the date of this letter. After considering the representations submitted by the
Organization, the Director General of the Charities Directorate will decide on the
appropriate course of action, which may include one of the following:

= No compliance action necessary;

e« The issuance of an educational letter;

* Resolving the issues through the implementation of a Compliance Agreement;

« Sanctions of financial penalties and/or suspension of the Organization's nght
to issue official donation receipts for one year; or

» The Minister giving notice of its intention to revoke the registration of the
Qrganization by issuing a Notice of Intention to Revoke in the manner
described in subsection 168(1) of the Act.

% A CRA's publication, entitled “Guidelines for applying sanctions,” under subheading, Faise informetion on official
donation receipls, st hRp:www cra-arc. g¢ calchns-pvng/chris/pley/nwsnetns-eng himl
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If the Organization appounts a third party to represent it in this matter, please send
the CRA a written anthonzation naming the individual and explicitly authorizing that
individual to discuss the Organization’s file. If you have any questions or require further
information or clarification, please do not hesitate to contact the undersigned at the
number indicated.

Yours sincerely

Charities Directorate
320 Queen Street
Ottawa ON K1A OLS
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November 18, 2014

SENT BY FAX [613-941-0186]

Charities Directorate
Canada Revenue Agency
320 Queen Street

Outawa ON K1A OLS

“PRIVATE & CONFIDENTIAL”
Dear Sir/Madam: Thipnton 51.,”.\' J. ;z;;,é:i:‘Snro

Re ISNA, Islamic Services of Canada -
Re:  ouwr Filc 4| IR

Re: Audit of ISNA, Islamic Services of Canada
Re:  Your File # 0404426 BN# 884802356RR0001 3} PR R N S L

A, INTRODUCTION

We are the solicitors for [SNA | Islamic Services of Canada (the "Charity™). We are wnting Turther to the
admirusirative faimess letter ("AFL") from Canada Revenue Apency ("CRA") dated June 16, 2014
concerning the audit for the period from January 1, 2007, to December 31, 2009, inclusively (the "Audit
Period”™). A capy of the AFL 1 attached at Tab A of this submission. The Charity appreciates the
extension o Novernber 18th, 2014, granted by you (o respond to the AFL and has confirmed all of the
information and representations contasned in this subnussion as is own,

Once you have had an opportunaty (o review this submission. we would suggest that either a telephone
conference call or an in-person meeting be amanged to discuss any additional questions or concems that
you may still have. 1f any, about the Charity as a resuli of the audit, the AFL or this submission.

B. BACKGROUNDTO AUDIT

We notc that the audit of the Charity was conducted by way of 2 ficld audit which began in 2011, Initially,
the Charity received a telephone call on 12 October, 2011 from CRA to advise that an audit would be
condueted. The Charity received an audit questionnaire dated October 27" 2011. The Charity responded
to the audit questionnaire on the 28% November 2011 a copy of which is attached at Tab B and an initial
meeting with the auditors was held on NMovember 30, 2011.

C. SUMMARY OF CRA'S SPECIFIC AREAS OF CONCERNS IN THE AFL

The AFL relates (o the audit of the Charity for the period of January 1, 2007, to December 31, 2009, As a
result of the avdit, the AFL provides the following alleged areas of non-compliance with the Act:

R B e
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o Failure to demonstrate that 1t is constituted for exclusively charitable purposes,

» Failure to meet the definitton of a charitable organization under the Act/Failure 1o demonstrate that
it carrics out its own charitable activities;

» Failed 1o comply with or contravened any of sections 230 to 231.5 of the Act (Paragraph; and

» Issued a receipt for a gift or donation otherwise than in accordance with the Act and its
Regulations

e AFL concludes that based on the findings from the audit, CRA has sufficient prounds 1o revoke the

registered charity status of the Charity. In addition, on page 35 of the AFL, CRA suggests that the Charity
may also be hable for a penalty of $425,645 for contravening the receipting requirements of the Act,

D. RESPONSE TO SPECIFIC AREAS OF CONCERNS

i Eailure to demonstrate that it is constituted for exclusively charitable purposes

At page 4 of the AFL. CRA lists the charitable purposes of the Charity as set out in its letters patent datesd
May 30, 1977 as follows.

a)  To help new Muslim students get familiarized with Canadian laws and cusioms and
adjust to Canadian life;

b] To provide educational, cultural and religious services:

v} Toarrange prayer meetings,

d} To promote friendly relations ameng students of different faiths,
e) To provide books, libraries. and reading room services,

i To arrange leciures, seminars, camps and conferences in order 1o make lslam befrer
understood;

g} To arrange hostel accommodations;

h) To arrange Visis to hospitals 1o look after sick students and to help them in thetr period
of convalescence; and

i) To further co-operation with existing Muslim organizations
The AFL concludes at pages 5 and 6 that while ¢, f, and h may qualify as charitable (as well as e with

some qualifications), purposes a, b, d, and g are not charitable. As such, the AFL. states that the Chanty
has not met the requirements of the Act.
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The AFL applies the requirements set out in CRA Guidance CG-019 How to Draft Purposes for
Charitoble Registration’ 10 the charitable purpose of the Charily as set out in its letters patent. It should be
noted that the guidance was relcased by CRA on July 25, 2013. The release of the guidance occurred both
after the Audit Period, and after the audit itsell. The Chanty was registered with CRA on in Sepltember
22, 1973. In this regard, applying a guidance document that was not in existence a1 the time of the audit,
or durtng the Audit Period, to charitable purposes which were approved more than three decades ago is
{undamentally unfair.

The AFL also relied upon the Federal Court of Appeal decision in Earth Fund. The AFL cites the reasons
of the Court at paragraph 20 wherein the Court stated that “[als a matter of law, the appeliant is not
entitled o registration as a charity unless all of the appeliant’s corporate ehjects and activities are
exciusively charitable”. it shouid be noted that Earh Fund was a case in which the Minister had denied
Earth Fund's application for charitable status based upon the definition of “charitable foundation”™ unda
section 149.1 of the Act. In this case, the Charity has already been registered for a number of vears. As
such. the Charity has relied upon the Minister’'s eartier decision that it met the delinition of “charitable
orgapization’”, as it was designated, and that it was registered on the basis that “alj the resources of [it] are
devoted to charitable activities carried on by the organization itself”. As such, retroactively deciding that
the purposcs of the Charity are no longer charilable is fundamentaily unfair, and the appropriate recourse
of the Minister if applying the £arth Fund decision would be to give notice 1o the Chanity that it's
registration is annulled solely as a result of a change in law in accordance with subsection 149.1{23) of
the Act as noted later in this submission.

2z Failure to meet the definition of a charitable organization under the AcvFailure 10 demonsirate that

it carries out jis own charitable activities

At page 7 of the AFL, CRA states that, “the Organization stated that it undertook onty two programs: the
provision of religious services through the Islamic Centre of Toronto (fami Mosque); and the operation of
the Istamic Book Service (IBS)". However, the AFL alieges that neither activity is an activity of the
Chanty. The Charity's response 1s sel out below:

a) Operation of Jam Mosque

Al page 8 of the AFL, CRA states that ... the Organization has not provided the CRA with any
documeniation supporting the assertion that Jami Mosque is a charitable program of the Organization.”
Moreover, CRA noles that:

& Jami Mosque is an independently incorporated entity, operating under a separate sef of
purposes and governing documents;

s Jami Mosque's goveming documents. including its bylaws, fail 10 mention the Organization,
but rather grant operational oversight to the Islamic Society of North America (ISNAY;

s The Organization failed 10 demonstrate that it directs and controls the activities of Jami
Mosgue, a separately incorporated organization and a non-quaiified donee.

' Guuence CUDLS How ro Drafi Purposes for Charitable Registrativn, onfine a3t hilpd/www Cra-arc v ce/chrls-

pvng/chnsploy/eed/drliprmss-ene himl
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As such, CRA concludes on page 11 that, “In light of the above, the CRA is unable to conclude that the
activities undertaken al Jami Mosque are, in fact and law, the Organization's own activities, being
carried on by the Organization itself. As such, it is also our position that the revenues and expenditures
as reported on Lthe Organization's T3010 should not have been attributed to the Organization.”

The AFL makes reference to correspondence between the Charity and CRA, and Islamic Centre of
Toronto (Jami: Mosque) and CRA, which was incorporated under the Corporations Act (Onigg

letters patent dated August 281990, The correspondence from Jami Mosque indicated lhal“
and that Jami Mosque and the Charity are independent of one another.

However, as noted at footnote 28, Jami Mosque at the suggestion of CRA A
copy of the correspondence from CRA dated is attached hereto at Tab C. The Jetter notes

that the representations sent to CRA by Jami Mosque were
Hﬂm was due n part because, “the organization [Jam
Mosque| may, m fact, be a duplicate organization or ISNA, Islamic Services of Canada”. As such, CRA
suggested on the basis oi_hat the activities of Jami Mosque were the activitics of

the Charity.

As such, CRA has now taken a contrary position [ollowing the Audit Period 1o the position earhier taken
by CRA m suggesting thal Janu Mosque is not an activity of the Charity. While representatives of the
Chanty may have mcorrectly described the relationship between the two corporations, it remains the
Charity which functionally operates Jami Mosque.

The AFL notes that the T3010s have consistently described the operation of Janu Mosque as tts own
activity. Moreover, all the expenses listed on the T3010s are expenses related to the operation of Jami
Mosque. This was done because the Chanty does employ and pay all of the employees concerning the
nperation of Jami Mosque. Attached at Tab D are the T4s for the employees during the Audit penod,
together with those following the sudit period until 2013. Given that the Chanty employed the employees
concerning the vperation of Jami Mosque, and paid their appropriate salaries, it is unclear how the
operation of fami Mosque is not an “own activity” of the Charity.

While the AFL nates that the charitable purposes of the Charity would not appear 10 permit the operation
of a mosque, purpose ¢) makes relerence to the operation of prayer meetings, and purpose b) makes
reference to providing religious services. As such, it would appear that the operation of prayer services at
Jami Mosque [alls within the charilable purposes of the Charity. However, the Charity ts willing to amend
its objects by application {or supplementary letters patent to clarify its chantable purposes given the fact
that the current chartable purposes were drafted several decades ago.

Given the confusion that has occurred conceming the operation of Jami Mosque, the Charity will seek to
coordinate the dissolution of Jami Mosque as a separate corporation, since Jami Mosque neither owns the
real property on which the mosque is operated, nor does Jami Mosque employ or pay the employees of
the mosque. As a result, Jami Mosque will cease to exist as a separate entity and will continue to be a
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i v v [

b) Islamic Book Service

As with Jami Mosque, the AFL alleges that IBS Canada is not an activity of the Charity. All employees
are emploved and paid by the Charity in carrying out its own activities, as indicated in the attached T4
statements,

2. Failed 1o comply with or contravened any of sectipns 23010 231.5 of the Act

a) Failed to maintain adequate baoks and records for receipted donation

The AFL notes on piage 16 that "By issuing receipts in such a non-sequential manner, the Organization
failed to providc continuity in the serial numbers from one period to another. This makes # impossibie for
the CRA 1o verily the completeness of the donation receipts in a given period in order (o determine
whether all of the official donation receipts were accounted for.”

The Charity recognizes that receipls were issued in a non-$equential manner. As noted in the AFL, the
Charity used pre-printed receipt booklets in order 10 issue official dovation receipts. The individual
responsible for issuing receipts would select from the pre-printed booklets at random when issuing
official donation receipts. The Charity has ceased issuing receipts in this manner.

b} Failed 10 maimain records or minutes of is board of directors meetings

At page 16 of the AFL, CRA notes that the Charity “failed to mamtain records or minutes of its Board of
Directors meetings.” As a consequence, “CRA was unabie io fully undersiand the decision-making
pracess of the Organization, or to determine (in conjunction with other books and recards) whether its
resources were used for exclusively charitable purposcs in compliance with the provisions of the Act.”

As noted in the AFL, the Charity is an affiliate with Islamic Society of North America (ISNA). ISNA s
also affiliated with the Canadian Islamic Trust Foundation. As a result of the overlap in govemnance
hetween ISNA and CITF, much of the operation of the Charity fell to a committee within these
organizations. As such, the Charity did not always operaie in accordance with its own by-laws, or under
the direction of its own board of directors. Nonetheless, the individoals who were responsibie for the
Charity and the operation of Jami Mosgue mainlained minutes of their decisions with respect to the
operation of the Charity, specificaily. the operation of fami Mosque. As such, these minutes were
available and were reviewed by the auditor during the Audit Period.

3. Issued a_receipt for 2 mit or donauon otherwise than in sccordance with the Acl and i
Regulations

The AFL. notes on page 18 through 19, “the Organization 1ssued donation receipts for a total of $340.,516,
under one of three donation calegories: "Relief.” "Zakat,” or "Masjid," depending on the purpose of the
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donations collected.” The AFL concludes that the Charity receipted donations which were m facl
mlended for Jaini Mosque. As such, the AFL concludes that the Charity may be liable for a penalty of
3425645

The conclusion that the Chanity issued receipts on behalf of Jami Mosque is owed i pan (o
representations made by Jami Mosque Eﬂraw
corporation. However, as noted above, that at the
suggestion of CRA because the operation of Jami Mosque was an activily of the Chanty. As well, Jam
Mosque has been operated as an activity of the Charity by virtue of the fact that the employees are all
employed and paid by the Charity. As such, this is nol a case where a registered chanty has lent its
registration number to a non-qualified donee, but the funds are in fact receipted by and spent by the
Charity far the operation of Jami Mosque. As well, no funds were trunsferred from the Charity to Jami

Mosque during the Audit Period or after, as Jami Mosque does nol have a bank sccount and all donations
were deposited into the bank account of the Charity.

E. OPTIONS FOR CRA TO CONSIDER

The Chanity recognizes that it may not have always acted in full compliance with the Act and is prepared
1o enter into a comnpliance agreement i order to address the concemns of CRA.

Altematively, as noted in the AFL, CRA alleges that the Charity has ceased to be constituted for
exclusively charitable purposes. This 1s based upon the decision of the Federal Count of Appeal in Earth
Fund v. Canada (M.N.R )" wherein the Coun stated that “}ajs a matter of law, the appellant is not entitled
to registration as 4 churity unless all of the appellant’s corporate ohjects and activities are exclusively
chantable". As such. the Charity submits that if an compliance agreement is not possible, then as an
sltemnative to revacation, il would be appropnate for the Charity to be annulled pursuant to subsection
149.1(23}.

Under subsection 149 1{23), the Mimister may annul the registration of a charity if it was found to be
registered in error or in the case of a change in law which results in the organization no longer being
charitable. Either Earth Fund constilutes a change in law meamng thal the Charity s no longer charitable,
or, the Charily was registered in error. The Charity was incorporated (o and was intended to continue
operating the Islarnic Centre of Toronto {Jami Mosque). The AFL alleges that the charitable purposes of
the Charity do not permit it to operate a mosque. As such, it is argusble that the Chanity was registered m
ervor and that its registration status shouid be annulled

F. CONCLUSION

Once you have had an opponunity to review this submission, we would suggest thal either a telephone
conference call or an in-person meeting be arranged to discuss any additional questions or concems thal
you may still have, if any, aboui the Charity as a result of the audit, the AFL or this submission.

22003 D.TC. 5016, 2002 FCA 498
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In addition, should CRA have any further concerns, the Charity would request the opponunity to address
these concerns by [urther written communications.

Encls.
(o ISNA, Islamic Services of Canada




ITR APPENDIX A
ISNA, Islamic Services of Canada
COMMENTS ON REPRESENTATIONS OF NOVEMBER 18, 2014

Based on the Canada Revenue Agency's (CRA) audit of ISNA, [slamic Services of Canada
(the Organization), and after careful consideration of the representations dated

NMovember 18, 2014, it remains our position that the identified areas of non-compliance with
the provisions of the Income Tax Act andfor its Regulations are sufficiently serious to warrant
revocation of the Organization's registration.

The reasons are described in greater detail in this Appendix, which addresses the CRA's
responses to the Organization’s representations regarding the non-compliance issues
identified in the CRA’s Administrative Fairness Letter (AFL) sent to the Organization.

Below please find:

» A summary of the issues raised by the CRA in our AFL, dated June 16, 2014,

s A summary of the representations provide by the Organization's representative,
I - Noverber 16, 2014 and

= The CRA's conclusions.
1.  Ceased to comply with the requirements of the Act for its continued registration
1.1 Failure to demonstrate that it is constituted for exclusively charitable purposes

The Organization's purposes, as set out in its Letters Patent issued under the provisions of
the Onlano Corporations Act, and dated May 30, 1973, are:

a} To help new Muslim students get familianzed with Canadian laws and customs and
adjust to Canadian life;

b} To provide educational, culfural and religious services;

c) To amange prayer mestings;

d) To promote friendly relalions among students of different faiths,

e) To provide books, libranes, and reading room services;

f} To amange leclures, seminars, camps and confercnces in order to make fslam betfer
understood;

@) To arrange hostel accommodations;

h} To arrange visits to hospitals o look after sick students and to help them in their penod
of convalescence; and

i} To further co-operation with exisling Muslim organizations.

Our AFL stated that the Organization’s purposes would not be found to be exclusively
charitable as concemed purposes a), b), d), g) and i).

Organization's representations

As per its representations, the Qrganization did not contest cur particular concerns regarding

its stated purposes, but rather raised the following points’
AN
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1) The CRA's analysis of the Organization's purposes is premised upon the requirements
outlined in CRA Guidance CG-019, How fo Draft Purposes for Charnitable Registration
The Organization observed that this document was published on July 25, 2013, well after
both the audit period and the Organization’s registration by the CRA in September 1973.
As a result, it is the Organization’s expressed opinion that the CRA's application of a
“guidance document that was not in existence at the time of the audil, or during the Audit
Period, to charitable purposes which were approved more than three decades ago is
fundamentally unfair."

2) In reaching its findings on the purposes, the CRA relied upon the Federal Court of Appeal
decision in Earth Fund v. Canada (M.N.R.), 2003 D.T.C. 5016, 2002 FCA 498 (Earth
Fund) at para. 20, which states ‘{a]s a matter of law, the appellant is not entitled to
registration as a charity uniess all of the appellant’s corporate objects and aclivities are
exclusively chantable”. The Organization noted that Earth Fund was a case in which the
Minister had denied an application for charitable status based upon the definition of
“charitable foundation™ as defined under section 149.1 of the Act. The Organization,
however, was granted charitable registration by the CRA as a “charitable organization”,
and has continued to operate on this basis.

It is the Organization's position that “retroactively deciding that the purposes of the
[Organization] are no longer charitable is fundamentally unfair, and the appropnate
recourse of the Minister if applying the Earth Fund decision would be to give notice lo the
[Qrganization] that its registration is annulled solely as a resuit of a change in law in
accordance with subsection 149.1(23} of the Act as noted fater in this submission "

CRA's Conclusion

Although the CRA’s Guidance CG-019, How to Draft Purposes for Charitable Registration,
was released in 2013, the requirements set out therein were in effect before, during, and after
the audit period. The Guidance does not articulate a new standard by which the CRA renders
a determination on the acceptability for reasons of charitable registration of an organization’s
stated purposes. Rather, as indicated in the opening paragraph of the Guidance itself, it
“replaces policy statement CPS-004, Applicants with Broad Object Clauses, Summary Policy
CSP-CO01, Charitable Purposes, Summary Policy CSP-001, Objects (Charitable), Summary
Policy CSP-002, Objects (broad and vague), and Summary Policy CSP-003, Objects
(standard)",in order to allow for greater ease of use by the charitable sector X

We correctly relied on the Guidance as a compilation of the relevant legal requirements and
suggested approach for drafting purpose statements. The Guidance offers a practical and
accessible means to frame the preliminary determinations set out in our AFL, enabling the
Organization to develop a comprehensive understanding the CRA’s requirements in this
regard and assisting the Organization in its preparation of a response to our expressed
concerns

! These eardier policy documents are no longer available on the CRA’s website, and thertlore, the Guidanee is the only publicly available
document outlining our position.

A/2
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Furthermore, in reaching our preliminary determinations on the Organization's purposes, the
CRA allowed for some flexibility. We acknowledged in the AFL that, although the
Organization's stated purposes do not conform in the explicit manner that is recommended in
the CRA's Guidance mentioned above, we nonetheless considered that purposes ¢, e), f)
and h) qualified as charitable.

We have considered the Organization’s assertions pertaining to the CRA's alleged
"retroactive” and misapplied reliance on the Federal Court of Appeal's decision in Earth Fund.
it is clear that the case addresses the CRA's refusal to register an organization as a
“charitable foundation”, rather than the eligibility of a charity designated as a "charitable
organization” to remain registered. However, this distinction is immaterial to the guestion at
hand: the necessity that all purposes be exclusively charitable in order to comply with the
requirements for registration has universal application, regardless of designation.

Iin Vancouver Sociely of Immigrant and Visible Minorily Women v. Minister of National
Revenue, the Court stated.

While the definition of “charitable” is one major problem with the standard in

s. 149.1(1}, it is not the only one. Another is ifs focus on “charitable aclivities”
rather than purposes. The difficulty is that the character of an activily is at best
ambiguous; for example, writing a letter to solicit donations for a dance school
might wefl he considered chantabie, but the very same activity might lose its
charitable character if the donations were fo go fo a group disseminating hate
literature. In other words, it is really the purpose in furtherance of which an activity
is carried out, and not the character of the activity itself, that determines whether or
not it is of a charitable nature. Accordingly, this Court heid in Guaranty Trust,
supra, that the inquiry must focus not only on the activities of an organization bul
also on its purposes.

(-]

The final consideration raised by s. 149.1 is that of exclusive chantability. Under
subs. (1), the defirition of “charitable foundation” includes the requirement that it "is
constituted and operated exciusively for chartable purposes” and “charitable
organization” means, inter alia, an organization “all the resources of which are
devoled to charitable activities camed on by the organization itself’. The [Income
Tax Acf], therefore, clearly requires that all of the purposes and activities of
the foundation or organization be charitable [Emphasis added].*

Contrary to the representations made by the Organization, our determination did not rest
solely on the application of the Earth Fund decision.® In this regard, we would note that
we referenced the Vancouver Sociely decision in the opening paragraphs of section 1 of
our AFL, where we explained that the determination as to whether an organization
qualifies as a charity under the Act is, in essence, a two-part test:

? Providing. of course. that the activitics undertaken in furtherance thercol were luund 1o be chariable

? Vancouver Sueiety of immigrant und Vistble Minoriy Women v. Mouster af Natwnal Revenue (Vancouver Sucieiv), [1999] | SR, 10
al paras. [32 and 154,

* Pleasc note [hay the ease law examples we provide in our correspondence sre nol intended (o be exhiagstive, but rather, dlostrative
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1. the purposes of the organization must be exclusively and legally charitable under
commeon law, and must define the scope of the activities engaged in by the
organization; and

2. all of the organization's resources must be devoted to these activities.’

In rendering its decision in Vancouver Sociely the Court cited the Supreme Court of Canada’s
1967 decision in Guaranty Trust Co. of Canada v. Minister of National Revenue.® In Guaranty
Trust, the Court offered its first explicit approval of the classification approach to charitable
purposes outlined by Lord Macnaghten in Commissioners for Special Purposes of the Income
Tax v. Pemsei, [1891] A.C. 531 (P.C.),” and also found that *the questicn as to whether the
association was constituted exclusively for charitable purpose could not be determined solely
by reference to the objects and purpose for which d was originally incorporated”, but must
also take into account an organization's activities.®

In regard to the application of this two-part test, it is noted that the Organization was originally
incorporated and registered under the name "Muslim Students Associations, Islamic Services
of Canada”.® In keeping with this name, as confirmed by the directors present at the audit
commencement interview, and as generally evidenced by its incorporating purposes, the
Organization’s original focus was the provision of services to Muslim students. During the
audit interview, the Organization's Board of Dlrectors explained that the Organization's focus
had evolved stgmf cantly since it was incorporated.’® The documentation provided by the
Organization in the course of the audit confirmed that it no longer exclusively or expressly
provides services for students.

We recognize and have acknowledged the Organization’s historical ties te Jami Mosque. As
noted in section 1.2.1 of our AFL, information available on Jami Mosque's website explains
that the Organization was established to hold title to the Jami Mosque property located at
56 Boustead Avenue, Toronto, Ontario, in order o protect the property on behalf of the
Muslim community:

Brothers Sirajuddin Ahmed, National Vice President of the MSA [Muslim Student
Association)], Abdul Hai Patel, the MSA Canadian Representative, and Ata-ul-Haq
Malick, the Coordinator of MSA Montreal chapter, set up a charitable trust called
MEA Islamic Services of Canada, so that no one will ever claim ownership and sell
it [Jami Mosque]. They repurchased the Mosque under the ownership of the MSA

* Vancouver Swciety. ibid no 3. a para. 159 (Erroneousiy relorenced as paragraph 158 in the AFLY. As stated in the decision, the Court’s
{indings in this regand were resched oo the “basis of Canadisn jurisprudence.”™

® tignconver Sociey, ibid no 3, at para 153

7 As described in our AL,

¥ Guaronty Trust Ca. of Canada v, Minisier of Nationo! Revense, [V967] $.C.R. 133, The miio of the Guaranly Trest decision, one that
has been cited with gpproval in a number el recent decisions and continues © strongly influences the determingion of whelher an
organization meels the requirements for registration, would have been applied at the ime the CRA approved the Organization™s 1972
Application for Registration,

* Although subsequently changed i “Muslim Students Assoviatinns [MSA ], Isiamic Services ol Canada” during the application process.
the Organization oripinglly submitted its Form T2030 under the name “Mustim Stedens” Academic. Religious and Cultural Services or
e MSA Services™. The Organization formally adopied its current name with the issuance of ils Supplementary Leters Patent. dated
Ogtober 17. 1394,

" This cvolutiom in te Organization’s focus is remarked upon i our AFL.
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istamnic Services of Canada, and the Mosgue was reocpened in June 1873
[emphasis added]."’

There is no evidence that this property holding arrangement was communicated to the CRA
during the application process, nor dees it appear to have come to fruition until after the date
of registration in September 1972.

More pertinently in terms the current audit, and as described in section 1.2.1 of cur AFL, the
Organization's undertakings in this regard evidently ended with the establishment of the
Canadian Islamic Trust Foundation (CITF)'? and the Organization's subsequent transfer to
CITF of title to the property, and seemingly any accompanying operational responsibility for
Jami Mosque, in July 1987 **

Contrary to the Organization's assertions thai we have “refroaclively decidled] that the
purposes of the Chanty are no longer chantable”, the CRA has rather applied the two-part test
and considered the purposes afresh through the lens of the audit findings related to the
Organization's admitted and evident shift in activities away from a focus on the provision of
servicas to Muslim students.

As a result of our review, it remains the CRA's position that the Organization has failed to
demonstrate that it is constituted for exclusively charitable purposes. The Crganization has
failed to comply with the requirements of section 149.1(1) the Act for its continued
registration. This constitutes grounds for revocation of the charitable status of the
Organization under paragraph 168(1)(b) of the Act.

1.2 Failure to meet the definition of a charitable organization under the Act/Failure to
demonslrate that i carries out its own charitable activities

Ouring the course of the audit, the Organization represented itself as having undertaken two
programs: the provision of religious services through the Isiamic Centre of Toronto (Jami

" htipofwws jamimosgue comysome_words_ahout_us.phip. As further explained on the wehsite, the property. which was formally a
Chrissian church, was purchased in 196% by the Canadian Muskim Society. However, ~|ildeolngical vifferences omong Maslims of diverse
cidture e mraciwbs (religious thonglisi amd preed for power soun gave hirth 1o memerous conflicts fur leadership, operation and
adapaistralion of the Masguee.” As a resull, attendance and donations declined and the “Morgogee focked the doors and i was pot sp for
safe.” I an attempt o save the Mosque. the MSA [the Organization] appeafed to he lale King Faisal ot Saudi Arabia. who reponediy
apreed v provide the needed Tunds, on “ve condiiton that it muse be given io o regisiered orgamzatun ™

Y CITE was incorporaied lederlly under the Carenda Corporatinas Aot on Augest 18, 1983, and regisiered by the URA as a charitable
arganization witl an effeciive date of August 15 [958,

" As eaplained in our AFL, the wording used on Jemi Mosgue's wehsite to describe the litle transfer states that the ~Trust, referring to
the MSA, Islamic Servives of Canada was “later reramed a3 Canadian Islamic Trust Foundation™ amd that. “later on.. |4} new
urganization, the Istamic Society of Nonh Amerca {1SRA) was instituted in 1976 which took MSA and CITF under ats barmer.™
Although, the Jami Mosgue website stutes that the rvganization was simply renamed the Canadian Islamic Trost Foundation, thys was not
the vase, a5 both preaniziations were, and are, separately registered charitable. and independemily incorporated. orpanizaiions.

However. the wording used doex supgest that the Organization’s responsibiiitics as refated 1o Jami Mosque ended with the trasster of
wile 1o the propeny and lends suppor tn our position, as describied in some detail in section 1.2 af our ATL and 1.2 and 2.2 helow, that it
ix CIF and not the Orgarization that can claim operational respousibility for, or oversight of. the activities undertaken at Jami Mosque.
We note that a review of the minutes of CETF s Bosed of Direvtor meetings would indicate that CITT has had operational oversight of
Jami Mosque sines at feast 1992, which is the carliest daie of the minuies made available to the CRA hy CITF.

As stated in owr AFL. section 24 1{4)a) of the Act suates that “on officiel may prowde 1o am: person faxpaver informatioa that cun
reasonably be cogarded as necessory for the murpuse of the administration or enforcement of ihis Act. .~ As such, the URA - in assessimg
the charitable nature of the Organization’s actevities - has considered information provided to the CRA hy UHTTE
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Mosque), an independently incorporated entity, operating under a separaie set of purposes
and governing documents, and the operation of the Islamic Book Service.

As documented in our AFL, the audit was unable to determine that either of these activities
are, in fact and law, the Organization's own activities, carned on by the Organization itself
Consequently, it was our preliminary view that the Organization had ceased to comply with
the requirements of the Act by failing to carry on its own charitable activities and failing to
meet the definition of a charitable organization under section 1498.1(1) of the Act.

Qrganization's Representations

In regard to the operations of Jami Mosque, the Organization's representations raised the
following points:

at the
suggestion of the CRA. The Organization referenced the CRA's letter to Jami Mosque
dated_ as follows:

This was due in part because, "|Jami Mosque] may, in fact, be a
duplicate organization of ISNA, Islamic Services of Canada.”

e "CRA [in its letter ofHuggesred
on the basis of a hat the activities of Jami Mosque were [he

activifies of the [Organization]” and that the CRA had subsequently “laken a contrary
position following the Audit Period to the position earlier taken by CRA in suggesting that
Jami Mosque is not an activity of the {Organization]

It is the Organiz

2) While past representations of the "Charity” may have incorrectly described the relationship
between the two corporations,’? it is the Organization that functionally operates Jami
Mosque. In this regard, the Organization stated that it has consistently described Jami
Mosque as its own activity and included Jami Mosque's operational expenses on its Form
T3010s, Registered Chanty Information Return, because “the [Organization] does employ
and pay all of the employees conceming the operalion of Jami Mosgue.” In light of this

el . AFL s quoted refercnces to Jami Mosque s representalions. dnd not the Urganization's, made o the CRA

Mm winch Jami Mosgue desenibed ils relationship to the Organmizatinn as lollows:

«  The Orgamization 13 g Canada-wide orgamzation that began os a Maslim student gxsociation i 1973 with ity sbyects aunnhy
refated 10 students. The Corporation [Jami Mosque| operates the oldest masque in Toronto, Becowse the |Orgamzation | das
rhariable status and the Corporation devs not, the Carporation has corried out many of iy activities in compuietion with the
|Organizntion] 1o date so that charttalle receipts eonld be issued for donation to Jamt Mosgue. The [Organiztion | sses office

space af the masgie for meetings [rom finie 1o time but otherwise the organizations are independent of each other [emphasis
added] ” (Letter of April 135, 2008)

® Ihe Orpunizstion has "eharitable stalus and the € ‘m;,-mraf.fn_fln- sole reason the Corporation

hax carried on it achivities Inga s avith i wnl it joen he Corporalion o provide charitablé vecepls for
danations to the Corporation

the |Organizahion] will be fully independent of the other ~ {1 etier of May 14, 2010)

by the URA, the Corporation and
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responsibility, the Organization stated it is therefore, *unclear how the operation of Jami
Mosque is not an ‘own activity' of the [Organization]”.

3) In concluding its representations on this particular issue, the Organization made two
proposals:

i. ltwould undertake to “seek fo coordinate the dissolution of Jami Mosque as a
separate corporation, since Jami Mosque neither owns the real property on which
the Mosque is operated, nor does Jami Mosque employ or pay the employees of
the mosque”; ar

As regards the operation of Islamic Book Service, the Organization simply stated that “[a]#/
employees are employed and paid by the [Organization] in carrying out its own activities” and
substantiated this position through the provision of copies of related T4 statements.

CRA’s Conclusion

Islamic Centre of Toronto (Jami Mosque) and i had, in our letter of

January 19, 2012, “suggested on the basis of that the aclivities of Jami

Mosque were the activities of the [Organization]” and that the CRA had subsequently “taken a

contrary position folfowing the Audit Period to the position earlier (aken by CRA in suggesting

that Jami Mosque is not an activity of the [Organization]”, we would respectfully disagree.'®

We would note that any opinion that CRA may have had in the time leading up io the

| was not reached on the basis of a_
as Rather, as is discussed in further detail below, our

quoted statement that “the organization [Jami Mosque] may, in fact. be a duplicate

organization of ISNA, Islamic Services of Canada [emphasis added]” served not as a

conclusion drawn by the CRA, but as a summation of the representations made by the
directors present at the audit commencement interview,

As explained in our letler of

hese concerns, including but not limited to our stated confusion surrounding the
seeming overlap between the activities claimed by the Organizati i d
those claimed by Jami Mosgue

i . . . . ) .
As stated in our AFL. section 241(4)(a) of the Act states that “an official may provide & any person taxpaver information thet can
reasoniably be regarded us mecessary for the purpase of the administrotion or enforcement of this Act. . ™ As such, the CRA - in assessing

the charitable nature of the Urganization’s activities - has considered information gpruvided to the CRA hy Jami Mosgue,
* The CRA’s undenaking should have more praperly been zemwdﬂ
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niunction with an audit of the operations of the

The audit visit for both organizations was scheduled to take place the week of
November 28, 2011, at 220 uth Sheridan Way, Mississauga, Ontario. As is stated in our
letter to Jami Mosque dated&it was during this visit that the CRA was

' h jority of the directors were unaware
7 It was also at this time that we were further informed that the
Organization and Jami Mosque were "essentially” one organization and that Jami Mosque
was "established under ISNA, Islamic Services,”

Foliowing some further discussion with the directors, it was agreed to conduct the audit
interview of the Organization in conjunction with Jami Mosque on November 30, 2011,
Supporting their earlier assertions pertaining to the Organization's and Jami Mosque’s
relationship, the description of all activities provided by the directors were those undertaken
through Jami Mosque.

It was during the audit visit, sed upon the representations made by the directors, that

was provided fo Jami Mosque for its consideration with our letter of

Upon receipt of the letter, we were told that the board members would discussq
and that when a collective decision regarding the future of Jami Mosque was made, the
. 1

While we accepted at face value the statements made at the time of the interview, the
direciors’ representations as to the Organization's relationship with Jami Mosque were not
substantiated by our subsequent audit of the Organization’s books and records which, as
detailed in our AFL, failed to demonstrate that the activities undertaken at Jami Mosque were
the Organization’s own

s ldst comment oi wime
al ollwial donation receipts for lax purpuses
"o sl ol the dalle 9 andence, as recorded in

 As deseribed by Mr. Shameem Mohammed. during & fanuary %, 2012 conversation with the CRA auditor.
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As explained in our AFL, under section 148.1{1){(a) of the Act a "charitable organization” is
defined, in part, as an grganization, whether or not incorporated,

all the resources of which are devoled to charitable activilies carmied on by the
organization itself. .

A registered charity can only use its resources (for example, funds, personnel, and property)
in two ways, whether inside or outside Canada:

e on its own actlivities {those that are carried out under the charity’s direction, control
and supervision, and for which it can account for any funds expended); and
¢ on gifts to qualified donees.

Qur AFL further explained thal a charity's own activities may be carried out by its directors,
volunteers, employees or other staff, or by intermediaries (agents, contractors, or pariners)
acting on its behalf. However, in all instances, the charity musi be able to demonstrate that
the activities involved are undertaken at its injtiative and direction, and are conducted under
its supervision and control,

The simple act of the Organization reporting Jami Mosque's activities and financials on ifs
Faorm T3010, or being the employer of record for empioyees working for the benefit of Jami
Mosque is not sufficient to demonstrate that the activities underiaken at Jami Mosque are
activities "camed on by the organization itself.” The documentation provided does not
establish that these employees were employed on behalf of the Organization, undertaking
activities under its direction and control. %

In addition to the concerns expressed regarding the Organization’s failure to demonstrate that
it directs and controls the activities of Jami Mosque, a separately incorporated organization
and a non-qualified donee, our AFL gal £ lated concern: one, the
statements made by Jami MosqueWas to nature of its
relationship with the Organization,”’ two, Jarni Mosque's governing documents, including its
bylaws, fail to mention the Organization, but rather grant operational oversight to the Islamic
Society of North America (ISNA},  and three, and perhaps mast significantly, our review of

the available documentation that indicated that it is the CITF and not the Organization that
exercised and was formally granted operational oversight of Jami Mosque, including as

¥ Sre alse section 3.2 helow for our funther considerstions in this regard.

 That, in shorl. Jami Mosque issued official domation receipts vis the Organization, otherwise, ficy arc independient of cach ellier Please

refer to faoinote 13 above for more dwiail,

 Jami Mosgae's bylaws make no reference o the Orpanization. mchading its cole in tami Muosque’s openstion, but do make the

ons roganding [3NA:

e The Mosgoe is 1o remain permancently affilisted with t8MA:

®  The Mosyur's Excoutive Commitiee is o include ane memmber appoinial by the ISNA-Cunada Council. The role of thus
wdividual i5 1o “provide a vonstant fink hetween the twa bodies™:

= Elections to the Excoutive Committee are to be conducted by an Election Commiller institnied by ISNA-Canada Council:
The 1ISNA-Canada Council is o vonliem the appointments of the Imam and Executive Director 2y recommended by the
Executive Commiilee of the Mosque:

s I'he ISNA-Canads Counil is to approve all major alterations o the pioperty; snd

e The ISMA-Csnada Council has the power o “inke acsion depmed necessary apains! any anlsiamic ase of the propesty ond
reserve the sight in intevpret rules of Islamic conduet in corsultolion sily ESNA s Figh Council and e ISNA-Executive
Councit of the [Jamy Mosque's] Executive Cummitiee fuils to da su”
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related to Jami Mosque’s Executive Committee, the body responsibie for the day-to-day
operations of the Mosque.?

The QOrganization's representations are sitent on the second and third finding and thus fail to
address our concerns. Consequently, the CRA is unable to conclude that the activities
undertaken at Jami Mosque are, in fact and law, the Organization's own activities, being
carried on by the Organization itself

it is our further opinion that the Organization's representations as related to the operation of
the Islamic Book Service similarly fail to allay the concerns expressed in our AFLY

As a result, it is our conclusion that neither the activities undertaken at Jamt Mosque nor
those of the Istamic Book Service can be found to represent the Organization’s own.
Consequently, it remains our view that the Organization has ceased to comply with the
requirements of the Act by failing to carry on its own charitable activities, thereby failing to
meet the definition of a charitable organization as defined by section 148.1(1) of the Act. This
constitutes sufficient reason to revoke the Organization's status as a registered charity under
paragraph 168(1)(b) of the Act.

Dissolution of Jami Mosque's Corporate Status

in light of this conclusion, and putting aside the question of why it could only "seek (o
coordinate” the dissolution of a corporate entity over which it claims control, the
Organization's proposal to undertake “the dissolution of Jami Mosque as a separale
corporation” does not address the concerns outlined in our AFL, as the Organization has
failed to establish the activities as its own, nor offer any clarification as to CITF's role in the
operations of Jami Mosque.

: nd proposal that

similarly does not address our
concerns. In broaching such an uncertain scenario, it is our understanding that the
ization | ing that its sole purpose would be to gift funds to a qualified donee,
a purpose for which it is neither constituted, nor
rmore, the Organization is asking us

¥ As quated in cur AFL, according 1o its January 30, 2009 minutes. the Lxeeutive Commiltee “1s responsible for day to dav aperation of
the Jomt Mosque sueh as arcangement of prayers, setting up regular weekly progranis nf “dars and halogas or other siniiar activites.
anid special programs such as invited speakers, callection of donations and regular expenses, activities related to moinienance, répairs,
safery. and securitv, wie. 1t is owr understanding that ihe Cammitee is nol antharized fur hitring and firmg peesonned, and where expnses
of fairlv considerable amount of maney are involved, which shoutd be recommended (o the CITF Buurd. This (s so becatse of the
possibliity that CITE or ISNA Canada mav be dragged into a legal sudl, and the CHTF and ISNA wanld dave o doal with ils
consequences ™ 1o addition to our AFL. see also sections 1,1 and 2.2 for Turther information pertaining ta CITF s role in the operatnns o
Fami Mosque.

™ The CRA was tnabie to delermune that the Islamic 3ook Service is in fact the Organization’s own program, as the review of the
siinutes of CITE s Board of Directors meetings suggests that it was CVTF that bus had respensibility for the lslamie Book Service
sendering key opershonal and financial decisions.
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Amendmeni to Purposes

Stating that “the AFL notes that the charnitable putposes of the [Organization] would not
appear to permit the operalion of a mosque™® and contesting this position by citing “purpose
¢}, Iwhich] makes reference fo the operation of prayer meelings, and purpose b} [which]
makes reference o providing religious services”, the Organization nonetheless expresses its
willingness "lo amend ils obfects by application for supplementary lelters patent to clarify its
chantable purposes given the fact that the current charitable purposes were drafted several
decades ago.”

Had the Qrganizaticn resolved the other issues raised in our AFL, we acknowledge that
amending its charitable purposes would have been an acceplable course of action to address
the concerns raised in section 1.1 of our AFL. However, as it is our opinion that there are
sufficient and substantial grounds for the revocation of the Organization, any amendment to
the Organization's purposes would not address the identified non-compliance concerns.

Annuiment of Registration

In its letter dated November 18, 2014, the Organization proposed that “the appropriate
recourse of the Minister if applying the Earth Fund decision would be (o give nolice to the
[Organization] that jts registration is annulled solely as a result of a change in law.”

According to section 148.1(23) of the Act, "the Minister may, by registered mail, give nolice (o
a person that the regisiration of the person as a registered chanty is annulled and deemed not
to have been so registered, if the person was so registered by the Minister in esror or the
person has, solely as a result of a change in law, ceased to be a charily.” This means that
registration may be annulied for only the following reasons:

» Registration was granted in error, or
s An organization no longer qualifies as a registered charity because of a change
in the law.

In this regard, and as outlined In section 1.1 above, it is our position that the Organization
qualified for charitable registration at the time of its registration. There is no indication that the
decision to register was not a reasonable one based on the information available o the CRA
at the time of registration. In the absence of clear error in registration, an annuiment of
registration should not be considered.

We also considered if an annuiment as a result of a change in law, specifically a change to
the legislation affecting the charitable nature of the Organization such as a change o the Act
or a change to the common law could be granted. As is also described above, the
Organization has not shown, nor have we been able to identify, any changes to the iaw which

** Footnote 24 in section 121 of onr AFL in fact sutes that “the Orgamcation is vl explicitly incorperared i muimain and operaie o
Alnsqgue femphasis added]”
At
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would warrant its annulment. We have concluded there was no change in law that would
justify the Organization's annulment.

In the case of the Organization, it was neither registered in error nor has it ceased to be a
charity as a result of a change in law. As such, the Organization's registration as a registered
charity cannot be annulled, but should be revoked in the manner described in section 168(1)
of the Act.

2. Failed to comply with or contravened any of sections 230 to 231.5 of the Act
{Paragraph 168(1)(e) of the Act)

Section 230(2) of the Act requires that every qualified donee keep records and books of
account, at an address in Canada recorded with the Minister or designated by the Minister.
containing:

a) information in such form as will enable the Minister to determine whether there are any
grounds for the revocation of its registration under this Act;

b) a duplicate of each receipt containing prescribed information for a donation received by
it and

¢) other information in such form as will enable the Minister to verify the donations to it for
which a deduction or tax credit is available under this Act.

2. Failed to maintain adequate books and records for receipted donation amounts

The Organization failed to maintain proper duplicate donation receipts for the CRA to verify
whether donations receipts issued by the Organization were in accordance with the Act and
its Regulations, and, as a result, whether the Organization should maintain its registration as
a charitable organization.

A comparison between the duplicate donation receipts the Organization issued and the
amount reported on Form T3010, Registered Charnty Infarmation Return for the years under
audit resulted in a discrepancy of $174,650,%° where duplicate receipts accounted for only
$340,516 of the $515,166 reported on the Form T30 10s, raising concerns that the
Organization had failed to maintain a duplicate copy for each receipt it issued.

In addition, the Organization issued its donation receipts in such a manner thgt the
completeness of the receipts could not be verified for the period under audit.”” Thus, the CRA

* Comparison for the Receipted Amount between T3010 and Official Duplicile Receipls

Duplicate Variance
TI010 Receipts [ -2
YE (1 (2) (3}
07 182.427 112,009 70418
OH 141,693 114,203 27.490
09 191.046 114,304 76.742
515.166 30,516 174,650

' The Organiention issued its danation receipts. which were pre-printed and pre-numbered, I a non-sequeniial acder. Iherelore, there
Wi no continuity uf serig) numbers for the receipts issued frons one period 1o another. For mure detdil, plense refer 1o section 2,1 of the

AFL.
A2


kxc092
Sticky Note
None set by kxc092

kxc092
Sticky Note
MigrationNone set by kxc092

kxc092
Sticky Note
Unmarked set by kxc092


was unable to determine whether all of the official donation receipts were accounted for, or if
any of those unaccounted receipts were issued with the Organization's contro! or knowledge.

Organization’s Representations

As for the practice of issuing receipts in non-sequential order, the Organization, on page five
of the representations, acknowledged and accepted the audit findings relating to this
particular practice and stated that it has now ceased issuing receipts in this manner.

CRA's Conclusion

The Organization did not address audit findings specific {0 the discrepancy of $174 650
between the duplicate receipts and the reported amount on its Form T3010 in its
representations. Thus, it is assurned that the Organization does not dispute the audit findings
with respect to this particular issue. However, the Organization failed o demonstrate how it
intends to correct the deficiency so that all duplicate receipts would be properly maintained.

22 Fatled to maintain records or minutes of its Board of Directors meetings

Minute books are an integral part of books and records of a registered charity because they
explain, among other matters, the decision-making process of the charity, historical
information on operational and financial decisions the charity has considered and made, and
the charity's mind with respect lo its operations.

The Organization failed fo maintain records or minutes of its Board of Directors meetings. As
a resuit, the CRA was unable {o fully understand the decision-making process of the
Organization, and by extension, 1o determine (in conjunction with other books and records)
whether its resources were used for exclusively charitable purposes in compliance with the
provisions of the Act.

Organization’s Representations

The Organization stated, on page five of the representation, that "[a]s noted in the AFL, the
[Organization] is an affiliate with Islamic Society of North America (ISNA). ISNA is also
affiiiated with the Canadian isfamic Trust Foundation. As a result of the overlap in govermance
between ISNA and CITF, much of the operation of the [Crganization] fell to a committee
within these organizations.”

The Organization continues that "[a}s such, the [Grganization] didd not always operate in
accordance with its own by-laws, or under the direction of its own board of direciors.
Nonetheless, the individuals who were responsible for the [Organization] and the operation of
Jami Mosque maintained minutes of their decisions with respect to the operation of the
{Crganization), specifically, the operation of Jami Mosque. As such, these minutes were
available and were reviewed by the auditor during the Audit Period.”
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CRA's Conclusion

The meeting minutes the Organization provided for the CRA's review were those of the
Executive Committee of the Islamic Centre of Toronto - Jami Mosque, a separately
incorporated entity. The minutes indicated that the Executive Committee consisted of four to
six members for the time period under audit. While one of the directors of the Organization
was also a member of the Executive Committee for year-ends 2007 and 2008. this number
increased to two for year-end 2009.

Thus, the makeup of the Jami Mosque Executive Committee was such that the number and
percentage of directors of the QOrganization who were also Committee Member was as
follows:
Year-end 2007 2008 2009
Total Number of Jami Mosque Executive Committee Members 5 4 5-6

No. of Organization Directors who are also Committee Member 1 1 2
Percentage of Directors of Organization at Committee (%) 20 25 33-40

Given that the directors of the Organization made up only 20% to 40% of the Jami Mosque
Executive Committee, which is far from obtaining 50+1 percent majority in the Committee,
especially for year-ends 2007 and 2008, the Organization lacked authority to maintain control
and direction on the operations of Jami Mosque. Thus, it would be improbable that the
Organization was able to excise such control and direction over Jami Mosque.

In essence, these Executive meetings were held by the Jami Mosque Committee,
presumably, for the purpose of serving Jami Mosque, and that resulting records were
maintained for the benefit of Jami Mosque. Therefore, the Organization failed to show that it
maintained “minutes of [its] decisions with respect to the operation of the [Organization],” as it
asserted in its representations.

In addition and as noted in section 1.2.1 of our AFL, our analysis of the information available
to the CRA indicated that the larger operational and financial decisions pertaining to Jami
Mosque fell not to the Organization, but rather to CITF, and, as a result, many of the
decisions pertaining to Jami Mosque were recorded in CITF's minutes.”®

We similarly do not accept the Organization's assertions that CITF's meeting minutes can be
considered the decisions of the Organization simply due to any overlap in directors between
the two organizations. In this regard, we note the following:

Year-end 2007 2008 2009
Total Number of Directors at CITF 5 4 9

No. of Directors of Organization who are also Directors at CITF 2 2 1
Percentage of Directors of Organization at CITF (%) 40 50 25

2 &s recorded in CITF's Board of Dircetor meeting minuies, CETF’s role in this regard dates back at lenst as enrly as 1992, and continued
throughout the audit period.
A4
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Given the makeup of CiTF's Board of Directors, i.e,, the Organization failing to reach 50+1%
membership in the CITF Board of Directors in any of the audit pericod, it is not apparent how
the decisions recorded in CITF’s minutes could be construed as representing those of the

Organization. Furthermore, it should be noted that the decisions stemming from the CITF

Board of Director meetings are not represented, nor can they be recognized, as those of the
Organization, or even as joint-decisions of the Organization and CITF, but are rather quite
clearly recorded as those of CITF alone.

Moreover, the Organization's representations fail o address the audit findings that indicated
that oversight of Jami Mosque was formally granted to CITF, and not the Organization. As
recounted in our AFL;

Jami Mosque affairs to be handled by the CITF: Mohammad A.
Khadim recornmended that the earlier decision of the Majlis should
be reversed and let the CITF Board look after the affairs of the
Jami Mosque. The Majlis made the following decision:

Mohammad A. Khadim moved that earlier decision of the [ISNA]
Majlis to handle the affairs of the Jami Mosque be reversed and
CITF Board would be responsible for the running affairs of the Jami
Mosque. The motion was seconded by M. Ashraf and it was
carried unanimously.®

As we understand, the Commitlee is responsible for day to day
operation of the Jami Mosque such as arrangement of prayers,
sefting up reguiar weekly programs of ‘dars and halagas or other
similar activities, and special programs such as invited speakers,
colfection of donalions and reguiar expenses, aclivities related fo
maintenance, repairs, safely, and secunly, efc. It is our
understanding that the Committee is not authorized for hiring
and firing personnel, and where expenses of fairly
considerable amount of money are involved, which should be
recommended to the CITF Board. This is so because of the
possibility that CITF or ISNA Canada may be dragged into a
legal suit, and the CITF and ISNA would have to deal with its
consequences [Emphasis Added].*

¢ in October 2011, the ISNA Canada Maijlis passed a motion ratifying terms of
reference for the Jami Mosque Operations Committee (formerly the Executive
Committee). The terms of reference identifies CITF's role in the operation of Jami

30;

SMA Canada Majlis Meciing Minutes, January 10, 2004

* Minutes of January 30, 2009. Executive Commitee Meeting of Jami Mosque

e A January 10, 2009 resolution passed by the ISNA Canada Majlis confirmed CITF's
administration of Jami Mosque:

e As recorded in the minutes of its January 30, 2009, Executive Committee meeting,
Jami Mosque has officially recognized the jurisdiction of CITF over its affairs:
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Mosque, seemingly giving CITF authority over the Mosque Operations Committee
and thus Jami Mosque.*’

Additionally, it is of note that although there was much overlap in the make-up of the boards
of directors of a number of the ISNA-affiliated charities, the respective boards took care to
differentiate the meeting minutes of each charity. For example, on June 28, 2008, the same
group of individuals making up the board of directors of both ISNA and CITF, held meetings
one after another for the respective organizations. Distinct and separate minutes were
recorded for each organization and the business and decisions of each were clearly
demarcated.

In this context, the question arises as to why separate meeting minutes were maintained for
the other ISNA-affiliated charities and not for the Organization. The simple explanation of an
overlap in directors is not sufficient to address our concemns. It, therefore, remains our
position that the Organization failed to maintain and provide minutes of its Board of Director
Meetings.

The Organization has failed to meet the requirements set out in section 230(2) of the Act. The
Minister may revoke the registration of a charity because it failed to comply with or
contravened sections 230 to 230.5, pursuant to paragraph 168(1)(e) of the Act

3. Issued a receipt for a gift or donation otherwise than in accordance with the Act
and its Requlations (Paragraph 168(1)(d) of the Act)

A registered charity is in contravention of the Act and its Regulations when it issues donation
receipts that contain incorrect, mcomplete, or false information,

The Act and its Regulations 3500 and 3501 set out the requirements for registered charities
with respect to the issuing of official donation receipts and allow for various penalties or
sanctions set out in section 188.1(7) to 188.1(10) and 188.2(1) of the Act. In addition, it
should be noted that improper receipting of gifts or donations is considered serious enough
that it may, on its own, result in the revocation of registered status under paragraph 168(1)(d)
of the Act.

" The terns of relerence specificatly cutline CITF's power und authority over the Jam: Mosque Operstions Commiitee . otherwise
referred t rs OC), as follows:

= The OCJ repors to the CIT) board

s CTTF hies and fires individuals on the recommendation ol the OC)

«  0C] cannot undestake projects worth more than §10.000 without sppravel of CIUTF

o CITF appraves the budpet ol Jami Mosque

& OC] commitiee members can only be removed by CITF

o CHTT develops a list of eligible voters, from 1SNA Canada members, tor the OC)

o CITF sets up the election commities and conduets the election foc the OC) positions

s CITF can dissolve the OC) without notice and appoint administrator to manage the aftairs of the mosgque

Allb
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3.1 Issued Official Donation Receipts that lacked the content requirement of Regulation
3501(1)

All of the receipts were issued under the name of "ISNA-Istamic Services of Canada Jami
Mosque,” while the name registered with the CRA was ISNA, Islamic Services of Canada,
without "Jami Mosque.”

None of the receipts the Organization issued, or provided for review, contained the name or
Internet website of the Canada Revenue Agency.

CRA's Conclusion

The Organization did not address any of the audit findings relating to the information content
for official donation receipts it issued. Thus, it is assumed that the Organization does not
dispute the audit findings with respect to this particular issua. However, the Organization
failed to propose how it intends to meet the content requirements of Regutaticn 3501(1).

3.2  Third-party receipting

The purpose of the registration system for charities under the Act is to ensure that only those
organizations that are registered may provide official donation receipts. The integriy of the
system is seriously breached when a registered charity coliudes with an unregistered
organization for the purpose of providing tax relief for donations that are not made to that
registered charity, a practice known as a third-party receipting. A registered charity may not
issue receipts for gifts intended for an unregistered organization, or allow an unregistered
organization to use its charitable registration number.

The Organization issued donation receipts for a tolal of $340,516 on behalf of an unregistered
organization, namely, Islamic Centre of Toronto (Jami Mosque), over the years under audit,
thereby, providing tax relief for gifts that were not made to the Organization.

in addition, the Organization may be liable for a penalty of $425 645 ($340,516 » 125%), that
is equal to 125% of the eligible amount of the gift as it appears on any false receipt, pursuant
o subsection 188.1(8} of the Act, plus a year's suspension if the total of all such penalties
exceeds $25,000, subsection 188.2(1).

Oraanization's Represeniations

In responae fo our toncerns, the Organization submitted the following representations, on
page six of iis representations:

1) The conctusxon that the Organizatio

AT
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2) Jami Mosque has been “operated as an activity of the [Organization] by virtue of the
fact that the employees are all employed and paid by the [Organization) "

3) The Organization did not lend its registration number to a non-qualified donee, as the
donations were receipted by and spent by the Organization for the operation of Jami
Mosque.

4) No funds were transferred from the Organization to Jami Mosque as the latter does not
have a bank account and all donations were deposited into the Organization's bank
accounts.

CRA's Conclusion

The question as to whether the activities of Jami Mosque were the Organization’s own (Point
No. 1, above) is addressed under section 1.2 above, where it was concluded that the
Organization has failed to demonstrate that the operation of Jami Mosque was an activity of
the Organization. Please refer to the aforementioned section for details.

The Organization asserted that Jami Mosque has been operated as an activity of the
Organization by virtue of the fact that the employees are all employed and paid by the
Organization (Point No. 2). This assertion is not accepted.

Reviewed records indicate that, likely in consultation with CITF, it was Jami Mosque, not the
QOrganization, which exercised control over and made decisions relating to the hiring, firing,
and working terms and conditions of the employees.” This suggests that the Organization
may have been no more than the employer of record for the employees that worked for the
benefit of Jami Mosque; however, it fails to sufficiently demonstrate that the activities
undertaken at Jami Mosque are activities “carried on by the organization itseif.”

On the Organization's assertion that it did not lend its registration number to a non-gualified
donee because the donations were receipted by and spent by the Organization for the
operation of Jami Mosque (Point No. 3), we do not accept this assertion, as the Organization
has failed to demonstrate that the activities undertaken at Jami Mosque were its own

Reviewed duplicate donation receipt books indicated that donations were collected and
donated in one of three donation categories clearly intended for use by Jami Mosque, namely:

1. Category — “Relief”
The Organization indicated at the audit commencement interview that much of the

funds raised for Jami Mosque's "Relief’ fund were collected by the Mosque in
cooperation with another third-party organization

" The Jami Mosque Exceutive Comtnitiee, for example. passed a motion to hire a candidate for the position of Assistart [mam and Quran
Feacher at Jami Mosque, at the April 22, 2009 mecting. Subsequently, the meeting minutes recorded that the candidate was hired and a
review of T4 Statenient of Remuneraiion Poid stips conlirmed that the person was hired as indicated s the minutes. The minates also
inticated that it was the Committee that decided the level of remuneration Tor the position, and reviewed it upon the completion of three-
munth period based on the performance
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Jami Mosque explains in its correspondence t

2. Category — "Zakat"

The same correspondence of April 15, 2008, explains that “Zakat” is an “obligation on
Muslims to pay 2.5% of their wealth to specified categories in society when their annual
wealth exceeds a minimum tevel.” And that [Jami Mosque] was the collector of Zakat.

3. Category — "Masjid"

“Masjid", indicates that the funds collected under this category relate to general funds
for the operation of the Mosque.

Given that Jami Mosque is a separate legal entity, which collected donations and expended
the funds for its activities and programs, it is reasonable to conclude that the Organization
issued receipts for the gifts that were not made to the Organization but intended for an
unregistered organization, that is, Jami Mosque. In other words, the Organization allowed an
unregistered organization to use its charitable registration number.*

The Organization's assertion that “no funds were transferred from the Organization to Jami
Mosque as the fatter does not have a bank account and that all donations were deposited into
the Organization's bank accounts” (Point No. 4), does not satisfactorily demonstrate that the
Organization did not participate in a third-party receipting scheme. The bank accounts, to
which deposits were made, may have belonged to the Organization, however, there is no
evidence disputing that Jami Mosque had anything but unfettered access to the bank
accounts for the programs and operations of Jami Mosque. In this context, the fact that
deposits were made into the Organization's bank accounts does not change the fact that the
Qrganization lent its charitable registration number to an unregistered organization.

Therefore, it is our view that the Organization issued donation receipts in contravention to the
Act and Regulation 3501. As a result, it remains our view that such a non-compliance practice
is significant enough that it constitutes grounds for revocation pursuant to paragraph
168(1)(d) of the Act.

** The Organization slaed at the November 30. 2011 interview with the CRA that it was a member of Jami Mosgue's Executive
Committes who prepared and signed the official donation receipts on behatl al the Organization for the period under audit.
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ITR APPENDIX B
Section 149.1 Qualified Donees

149.1(2) Revocation of registration of charitable organization

The Minister may, in the manner described in section 168, revoke the registration of a
charitable organization for any reason described in subsection 1838(1) or where the
prganization

{a} camies on a business that is not a related business of that charity;

{b) fails to expend in any taxation year, on charitable activities carried on by it and by
way of gifts made by it to qualified donees, amounts the total of which is ai least equal
to the organization’s disbursement quota for that year; or

{c) makes a disbursement by way of a gift, other than a gift made
{1} in the course of charitable activities carried on by it, or

{ii) to a donee that is a qualified donee at the time of the gift.

148.1(3) Revocation of registration of public foundation

The Minister may, in the manner described in section 168, revoke the registration of a
pubiic foundation for any reason described in subsection 168(1) or where the foundation

(a) carries on a business that is not a related business of that charity,

(b} fails to expend in any taxation year, on charitable activities carried on by it and by
way of gifts made by it to qualified donees, amounis the total of which is at least equal
to the foundation's disbursement quota for that year,

{b.1) makes a disbursement by way of a gift, other than a gift made
(1) in the course of charitable activities carried on by it, or
(i) to a donee that is a gualified donee at the time of the gift;
{c) since June 1, 1950, aéqsésed controt of any corporation;

(&) since June 1, 1950, incurred debis, other than debts for current operatinvg expenses,
debts incurred in connection with the purchase and sale of investments and debts
incurred in the course of administering charitable activities; or

{e) at any time within the 24 month period preceding the day on which notice is given to
the foundation by the Minister pursuant to subsection 168(1) and at a time when the
foundation was a private foundation, took any action or failed to expend amounts such
that the Minister was entitled, pursuant o subsection 148.1(4), to revoke its registration
as a private foundation.

v
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149.1(4) Revocation of registration of private foundation

The Minister may, in the manner described in section 168, revoke the registration of a
private foundation for any reason described in subsection 168(1) or where the
foundation

(a) carries on any business; °

(b) fails to expend in any taxation year, on charitable activities carried on by it and by
way of gifts made by it to qualified donees, amounts the total of which is at least equal
to the foundation's disbursement quota for that year;

(b. 1) makes a disbursement by way of a gift, other than a gift made
(i} in the course of charitable activities carried on by it, or
(ii) to a donee that is a qualified donee at the time of the gift;

(¢) has, in respect of a class of shares of the capital stock of a corporation, a divestment
obligation percentage at the end of any taxation year;

(d) since June 1, 1950, incurred debts, other than debts for current operating expenses
debts incurred in connection with the purchase and sale of investments and debts
incurred in the course of administering charitable activities.

149.1(4.1) Revocation of registration of registered charity
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, within the meaning assigned by
subsection 163.2(1), was made in circumstances amounting to culpable conduct, within
the meaning assigned by that subsection, in the furnishing of information for the
purpose of obtaining registration of the charity,

(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 made to qualified donees with which it deals at arm’s length; and

B2
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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 contrals of manages the charity, directly or indirectly, in any
manner whatever.

Section 168:
Revocation of Registration of Certain Organizations and Associations

168(1) Notice of intention to revoke registration

The Minister may, by registered mail, give notice to a person described in any of
paragraphs (a) to (c) of the definition "qualified donee” in subsection 149.1(1} that the
Minister proposes to revoke its registration if the person

(a} applies to the Minister in writing for revocation of its registration;
(b) ceases to comply with the requirements of this Act for its registration;

(¢) in the case of a registered charity or registered Canadian amateur athletic
association, fails to file an information return as and when required under this Act or a
requiation;

() issues a receipt for a gift otherwise than in accordance with this Act and the
regulations or that contains false information;

{e) fails to comply with or contravenes any of sections 230 to 231.5; or

{(f) in the case of a registered Canadian amateur athletic association, accepts a gift the
granting of which was expressly or implicitly conditional on the association making a gift
to another person, ciub, society or association.

168(2) Revocation of Registration

Where the Minister gives notice under subsection 168(1) to a registered charity or to a
registered Canadian amateur athletic association,

{a) if the charity or association has applied to the Minister in writing for the revocation of
its registration, the Minister shall, forthwith after the mailing of the notice, publish a copy
of the nofice in the Canada Gazelte, and

(b) in any other case, the Minister may, after the expiration of 30 days from the day of
mailing of the notice, or after the expiration of such extended period from the day of
mailing of the notice as the Federal Court of Appeal or a judge of that Court, on
application made at any time before the determination of any appeal pursuant to
subsection 172(3) from the giving of the notice, may fix or allow, publish a copy of the
notice in the Canada Gazotte,

and on that publication of a copy of the notice, the registration of the charity or
association is revoked.
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168(4) Objection to proposal or designation

A person may, on or before the day that is 90 days after the day on which the notice
was mailed, serve on the Minister a written notice of objection in the manner authorized
by the Minister, setting out the reasons for the objection and all the relevant facts, and
the provisions of subsections 165(1), (1.1) and (3) to (7} and sections 166, 166.1 and
166 .2 apply, with any modifications that the circumstances require, as if the notice were
a notice of assessment made under section 152, if

(a) in the case of a person that is or was registered as a registered charity or is an
applicant for such registration, it objects to a notice under any of subsections (1) and
149.1(2) to (4.1), (6.3), (22) and (23);

(b} in the case of a person that is or was registered as a registered Canadian amateur
athletic association or is an applicant for such registration, it objects to a notice under
any of subsections (1) and 149.1(4.2) and (22); or

(c} in the case of a person described in any of subparagraphs (a)(i) to (v} of the
definition “qualified donee” in subsection 149.1(1), that is or was registered by the
Minister as a qualified donee or is an applicant for such registration, it objects to a
notice under any of subsections (1) and 149.1(4.3) and (22).

172(3) Appeal from refusal to register, revocation of registration, etc.
Where the Minister

(a) confirms a proposal or decision in respect of which a notice was issued under any of
subsections 149.1(4.2) and (22) and 168(1) by the Minister, to a person that is or was
registered as a registered Canadian amateur athletic association or is an applicant for
registration as a registered Canadian amateur athletic association, or does not confirm
or vacate that proposal or decision within 90 days after service of a notice of objection
by the person under subsection 168(4) in respect of that proposal or decision,

(a.7) confirms a proposal, decision or designation in respect of which a notice was
issued by the Minister to a person that is or was registered as a registered charity, or 1s
an applicant for registration as a registered charity, under any of subsections 149.1(2) to
(4.1), (6.3), (22) and (23) and 168(1), or does not confirm or vacate that proposal,
decision or designation within 80 days after service of a notice of objection by the
person under subsection 168{(4) in respect of that proposal, decision or designation,

(a.2) confirms a proposal or decision in respect of which a notice was issued under any
of subsections 149.1(4.3), (22) and 168(1) by the Minister, to a person that is a person
described in any of subparagraphs (a)(i) to (v) of the definition “qualified donee” in
subsection 149.1(1) that is or was registered by the Minister as a qualified donee or is
an applicant for such registration, or does not confirm or vacate that proposal or
decision within 90 days after service of a notice of objection by the person under
subsection 168(4) in respect of that proposal or decision,

{b) refuses to accept for registration for the purposes of this Act any retirement savings
plan,
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{c) refuses to accept for registration for the purposes of this Act any profit sharing plan
or revokes the registration of such a plan,

{¢) [Repealed, 2011, ¢. 24, 5. 54]

{e) refuses to accept for registration for the purposes of this Act an education savings
plan,

{e. 1) sends notice under subsection 146.1(12.1) to a promoter that the Minister
proposes to revoke the registration of an education savings plan,

() refuses to register for the purposes of this Act any pension plan or gives notice under
subsection 147.1{11} to the administrator of a registered pension plan that the Minister
proposes to revoke its registration,

(f. 1) refuses to accept an amendment {o a registered pension plan,

(o) refuses to accept for registration for the purposes of this Act any retirement income
fund,

{h) refuses to accept for registration for the purposes of this Act any pocled pension
ptan or gives notice under subsection 147.5(24) to the administrator of a pooled
registered pension plan that the Minister proposes to revoke its registration, or

{7y refuses to accept an amendment to a pooled registered pension plan,

the person described in paragraph (a), {a.1) or (a.2), the applicant in a case described
in paragraph (b}, (e} or (), a trustee under the plan or an employer of employees who
are beneficiaries under the plan, in a case described in paragraph (¢}, the promoler in a
case described in paragraph (e. 1}, the administrator of the plan or an employer who
participates in the plan, in a case described in paragraph (f) or (£ 1), or the administrator
of the plan in a case described in paragraph (A} or (), may appeal from the Minister's
decision, or from the giving of the notice by the Minister, to the Federal Court of Appeal.

180({1}) Appeals to Federal Court of Appeal

An appeal to the Federal Court of Appeal pursuant to subsection 172(3) may be
instituted by filing a notice of appeal in the Court within 30 days from

(a) the day on which the Minister notifies a person under subsection 185(3) of the
Minister's action in respect of a notice of objection filed under subsection 168(4),
(b} [Repealed, 2011, ¢. 24, s. 55]

(c) the mailing of notice to the administrator of the registered pension plan under
subsection 147 1(11)},

{c. 7} the sending of a notice to a promoter of a registered education savings plan under
subsection 146.1(12.1),

(c.2) the mailing of notice to the administrator of the pooled registered pension plan
under subsection 147.5(24), or
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(d) the time the decision of the Minister to refuse the application for acceptance of the
amendment to the registered pension plan or pooled registered pension plan was
mailed, or otherwise communicated in writing, by the Minister to any person,

as the case may be, or within such further time as the Court of Appeal or a judge
thereof may, either before or after the expiration of those 30 days, fix or aliow.

Section 188: Revocation tax

188(1) Deemed year-end on notice of revocation

If on a particular day the Minister issues a notice of intention to revoke the registration of
a taxpayer as a registered charity under any of subsections 149.1(2) to (4.1) and 168(1)
or it is determined, under subsection 7(1) of the Charities Registration (Securify
information) Act, that a certificate served in respect of the charity under subsection 5(1)
of that Act is reasonable on the basis of information and evidence available,

(a) the taxation year of the charity that would otherwise have included that day is
deemed to end at the end of that day;

(b) a new taxation year of the charity is deemed to begin immediately after that day, and
(¢) for the purpose of determining the charity's fiscal period after that day, the charity is
deemed not to have established a fiscal period before that day,

188(1.1) Revocation tax

A charity referred to in subsection (1) is liable to a tax, for its taxation year that is
deemed to have ended, equal to the amount determined by the formula

A-B
where

A
is the total of all amounts, each of which is

(a) the fair market value of a property of the charity at the end of that taxation year,

(b) the amount of an appropnation (within the meaning assigned by subsection (2)) in
respect of a property transferred to another person in the 120-day period that ended at
the end of that taxation year, or

{c) the income of the charity for its winding-up period, including gifts received by the

charity in that period from any source and any income that would be computed under
section 3 as if that period were a taxation year; and
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B

is the total of all amounts (other than the amount of an expenditure in respect of which a
deducticn has been made in computing income for the winding-up peried under
paragraph (¢) of the description of A), each of which is

{a) a debt of the charity that is outstanding at the end of that taxation year,

{b) an expenditure made by the charity during the winding-up period on charitable
activities carried on by it, or

{c) an amount in respect of a properly transferred by the charity during the winding-up
period and not later than the latter of one year from the end of the taxation year and the
day, if any, referred to in paragraph (1.2){(c), to a person that was at the time of the
transfer an eligible donee in respect of the charity, equal to the amount, if any, by which
the fair market value of the property, when transferred, exceeds the consideration given
by the person for the transfer.

188{1.2} Winding-up period

In this Part, the winding-up period of a charity is the period that begins immediately after
the day on which the Minister issues a notice of intention to revoke the registration of a
taxpayer as a registered charity under any of subsections 1439.1{2) to (4.1) and 168(1)
(or, if earlier, immediately after the day on which it is determined, under subsection 7(1)
of the Chanties Registration {Security informafion) Act, that a certificate served in
respect of the charity under subsection 5(1) of that Act is reasonable on the basis of
information and evidence available), and that ends on the day that is the latest of

{a) the day, if any, on which the charity files a return under subsection 183(6.1) for the
taxation year deemed by subsection (1) lo have ended, but not later than the day on
which the charity is required to file that return,

{b} the day on which the Minister last issues a notice of assessment of tax payable
under subsection (1.1) for that taxation year by the charity, and

(¢) if the chanty has filed a notice of objection or appeal in respect of that assessment,
the day on which the Minister may take a collection action under section 225.1 in
respect of that tax payable.

188(1.3) Eligible donee
in this Part, an eligible donee in respect of a particular charity is a registered charity

{a) of which more than 50% of the members of the board of directors or trustees of the
registered charity deal at arm’s length with each member of the board of directors or
trustees of the particular charity;

(D) that is not the subject of a suspension under subsection 188.2(1);

{¢) that has no unpaid liabilities under this Act or under the Excise Tax Act;
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{d) that has filed all information returns required by subsection 149.1(14); and

(e) that is not the subject of a cerlificate under subsection 5(1) of the Charities
Regqistration {Securily Information) Act or, if it is the subject of such a certificate, the
certificate has been determined under subsection 7(1) of that Act not to be reasonable.

188(2) Shared liability — revocation tax

A person who, after the time that is 120 days before the end of the taxation year of a
charity that is deemed by subsection (1) to have ended, receives propedty from the
charity, is jointly and severally, or solidarily, liable with the charity for the tax payable
under subsection (1.1) by the charity for that taxation year for an amount not exceeding
the total of all appropriations, each of which is the amount by which the fair market
value of such a property at the time it was so received by the person exceeds the
consideration given by the person in respect of the property.

188(2.1) Non-application of revocation tax

Subsections (1) and (1.1) do not apply to a charity in respect of a notice of intention to
revoke given under any of subsections 149.1(2) to (4.1) and 168(1) if the Minister
abandons the intention and so notifies the charity or if

(a) within the one-year period that begins immediately after the taxation year of the
charity otherwise deemed by subsection (1) to have ended, the Minister has registered
the charity as a charitable organization, private foundation or public foundation; and

(b} the charity has, before the time that the Minister has so registered the charity,

(i) paid all amounts, each of which is an amount for which the charity is liable
under this Act (other than subsection (1.1)) or the Excise Tax Act in respect of
taxes, penalties and interest, and

(ii) filed all information returns required by or under this Act to be filed on or
before that time.

188(3) Transfer of property tax

Where, as a result of a transaction or series of transactions, property owned by a
registered charity that is a charitable foundation and having a net value greater than
50% of the net asset amount of the charitable foundation immediately before the
transaction or series of transactions, as the case may be, is transferred before the end
of a taxation year, directly or indirectly, to one or more charitable organizations and it
may reasonably be considered that the main purpose of the transfer is to effect a
reduction in the disbursement quota of the foundation, the foundation shall pay a tax
under this Part for the year equal to the amount by which 25% of the net value of that
property determined as of the day of its transfer exceeds the total of all amounts each of
which is its tax payable under this subsection for a preceding taxation year in respect of
the transaction or series of transactions
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188(3.1} Non-application of subsection (3}

Subsection {3) does not apply to a transfer that is a gift to which subsection 188.1(11) or
(12} applies

188{4) Transfer of property tax

If property has been transferred to a charitable organization in circumstances described
in subsection (3) and it may reasonably be considered that the organization acted in
concert with a charitable foundation for the purpose of reducing the disbursement quota
of the foundation, the organization is jointly and severally, of solidarily, liable with the
foundation for the tax imposed on the foundation by that subsection in an amount not
exceeding the net vaiue of the property.

188(5) Definitions

in this section,

“net asset amount”
« montanft de l'actif nel »

“net asset amount” of a charitable foundation at any time means the amount determined
by the formula

A-B
where

A
is the fair market value at that time of all the property owned by the foundation at that
time, and

B
is the total of all amounts each of which is the amount of a debt owing by or any other
obligation of the foundation at that time,

“net value”
« valeur nelte »

“net value” of property owned by a charitable foundation, as of the day of its transfer,
means the amount determined by the formula

A-B

where
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A
is the fair market value of the property on that day, and

B
is the amount of any consideration given to the foundation for the transfer.

189(6) Taxpayer to file return and pay tax

Every taxpayer who is liable to pay tax under this Part {(except a charity that is iiable to
pay tax under section 188(1)) for a taxation year shall, on or before the day on or before
which the taxpayer is, or would be if tax were payable by the taxpayer under Part | for
the year, required to file a return of income or an information return under Part | for the
year,

(&) file with the Minister a return for the year in prescribed form and containing
presciibed information, without notice or demand therefor;

(b} estimate in the return the amount of tax payable by the taxpayer under this Parl for
the year; and

(c) pay to the Receiver General the amount of tax payable by the taxpayer under this
Part for the year.

189(6.1) Revoked charity to file returns

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

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

{i1) 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 (aj(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
189 (6.2) Reduction of revocation tax liability

If the Minister has, during the one-year period beginning immediately after the end of a
taxation year of a person, assessed the person in respect of the person's liability for tax
under subsection 188(1.1) for that taxation year, has not after that period reassessed
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the tax liability of the person, and that liability exceeds $1,000, that liabity is, at any
particular time, reduced by the total of

(3} the amount, if any, by which

{i} the total of all amounts, each of which is an expenditure made by the charity,
on charitable activities carried on by it, before the particutar time and during the
period (referred to in this subsection as the “post-assessment pericd”) that
begins immediately after a notice of the latest such assessment was sent and
ends at the end of the cne-year period

exceeds

{il} the income of the charity for the post-assessment period, including gifts
received by the charity in that period from any source and any income that would
be computed under section 3 if that period were a taxation year, and

(b} all amounts, each of which is an amount, in respect of a property transferred by the
charity before the particular time and during the post-assessment period to a person
that was at the time of the transfer an eligible donee in respect of the charity, equat to
the amount, if any, by which the fair market value of the property, when transferred,
exceeds the consideration given by the person for the transfer,

189(6.3) Reduction of liability for penalties

if the Minister has assessed a particular person in respect of the particular person’s
liability for penaities under section 188.1 for a taxation year, and that liability exceeds
$1,000, that liability is, at any particular time, reduced by the total of all amounts, each
of which is an amount, in respect of a property transferred by the particular person after
the day on which the Minister first assessed that liability and before the particular time 1o
another person that was at the time of the transfer an eligible donee in respect of the
particular person, equal to the amount, if any, by which the fair market value of the
property, when transferred, exceeds the total of

{a) the consideration given by the other parson for the transfer, and

(b) the part of the amount in respect of the transfer that has resulted in a reduction of an
amount otherwise payable under subsection 188(1.1).

189 {7) Minister may assess

Without limiting the authority of the Minister to revoke the registration of a registered
charity or registered Canadian amateur athletic association, the Minister may aiso at
any time assess a taxpayer in respect of any amount that a taxpayer is liable to pay

under this Part.
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