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the Organization’s own. If this was the Organization’s own activity, it is unclear why it would 
hold back funds from its own fundraising efforts as administrative fees.  
 
In its response to the AFL, the Organization explained that “there are always administration costs 
involved in undertaking projects and these costs are part of the [Organization]'s project related 
expenses”, however, we note that the Organization did not inform most of the other non-
registered organizations that the CRA analysed as part of our sample that it was deducting 5% 
“to cover administrative costs of channelling funds.”38 
 
As a result, our position remains that the Organization issued donation receipts for gifts intended 
for in the amount of $70,100 in FY2012 and $18,100 in FY2013. 
 

4. 
 
Audit Observations 
The audit revealed that the Organization was issuing donation receipts to donors who provide 
donations intended for  a non-qualified donee. According to the information and 
documentation provided during the audit, when receives donations from its donors, it 
deposits the funds into the Organization’s bank accounts. The Organization then provides official 
donation receipts to the donors and, at request, transfers the funds to . The 
following examples further illustrate this arrangement. 
 

 appears to be affiliated to . For example, in one written 
agreement between the Organization and   is identified as the 
President of  In another written agreement, he is identified as the “finance director.”  
 
On July 22, 2011, sent an email39 to the Organization stating “Please find 
the last 2 deposit of  fund in your account.”  
 
Attachments to the email include a copy of two bank deposit slips, one for $15,185 deposited on 
July 21, 2011 and the other for $1,810, deposited on July 9, 2011.  
 
On September 14, 2011, sent an email40 to the Organization stating that he 
has attached the deposit slip for $26,255 which was deposited into the Organization’s bank 
account. Attached to the email was a copy of the bank deposit slip of $26,255, dated September 
8, 2011. In addition, also stated in the email that  is currently 
operating out of a rented property and that it has decided to purchase land and construct a 
building. He stated that the new land will cost approximately $30,000 and that he has attached a 

                                                           
38 As explained in our AFL, our sample analysis was based on 31 projects, conducted outside Canada, by 31 
different partners. Out of the 31 projects reviewed, the CRA found 3 partners/projects where the Organization 
advised the non-registered organizations that it was retaining a 5% administrative fee “to cover the administration 
costs of channelling the funds.” These three non-registered organizations (   and ) 
are part of the third party receipting scheme, as explained in this Appendix. 
39 The email, entitled “RE: – Fund Deposit,” was sent from email address to email 
address .  
40 The email, entitled “New commitment for to purchase the land,” was sent from email address 

to email address .  
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draft commitment letter for the Organization’s approval. He stated that the Organization should 
sign and mail this document back to him and that he will send the Organization a project 
proposal once the letter is approved by the “NGO affairs bureau.”  
 
On September 16, 2011, the Organization sent an email41 to stating that 

has signed the commitment letter and also that “this commitment will be 
valid only when you channel the amount $30,000 for our commitment to us.” The attachment to 
the Organization’s email includes a copy of the signed commitment letter. 
 
On September 30, 2011, sent an email42 to the Organization stating that 
the “NGO affairs bureau” approved the commitment letter for the $30,000 to purchase land. He 
also stated that “As per my knowledge, you should have that fund in our account, if not, please 
let me know how much we owe you and we will deposit it on your account at next week. [sic]”   
 
On October 1, 2011, responds, via email,43 to stating 
that  the Organization’s at the time, will send 
him an agreement to sign and that the Organization will channel the total funds has 
remaining with the Organization. also stated that they will send $30,000 but 
will get back any extra funds needed to cover the Organization’s 5% administrative costs. As 
such, it appears that the Organization retains an administrative fee for processing the funds for 

  
 
On October 3, 2011, sent an email44 to stating that she 
has attached the agreement; however, she does not know the project details without the proposal.  
 

 responds to her email45 on October 3, 2011, stating that the funds are for 
the purchase of the land. He also attached a copy of the signed agreement to his email. 
 
On November 25, 2011, sent an email46 to the Organization stating that he 
has attached the land registration deed for the Organization’s released fund of $29,500 in 
September 2011. The attachment to the email includes a copy of the deed.  
 
On December 4, 2011, a donor sent an email47 to asking for his “

receipt for taxation purpose.” replies on the 
                                                           
41 The email, entitled “New commitment for to purchase the land,” was sent from email address 

to email address .  
42 The email, entitled “Fund release for in Bangladesh,” was sent from email 
address to email address .  
43 The email, entitled “Fund release for in Bangladesh,” was sent from email 
address to email address .  
44 The email entitled “RE: Fund release for in Bangladesh,” was sent from 
email address to email address .  
45 The email, entitled “RE: Fund release for in Bangladesh,” was sent from 
email address to email address .  
46 The email, entitled “ Expense report for your fund released on Sept 2011,” was sent from email address 

to email addresses and .  
47 The email, entitled “ ” was sent from email address to email address 

.  
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same day asking the donor to provide his home address to mail the receipt. The donor replies 
with his home address and stated that he has given three donations valued at $360, $1,000, and 
$360. then forwarded the email to the Organization48 requesting the 
Organization to “mail his tax receipt” at the address given. 
 
On February 8, 2012, sent an email49 to the Organization stating “We are 
running out of HCI receipt book and Deposit book. Could you please mail US 10 receipt books 
and 2 deposit books at the following address…” In the same email,  has 
attached a copy of a bank deposit slip for $370 and states that it is for receipt number and 
a copy of another bank deposit slip for a $1,000 donation.  
 
On July 11, 2012, Mr. sent an email50 to the Organization stating the 
following “ Please find attached credit card payment at  annual fund raising dinner, July 
7/2012…” The attachments include completed donation pledges from various donors. The 
donation pledge templates state that the donor: “…authorize my financial institution to transfer 
$XXX from my/our account to partner, Human Concern 
International, Canada beginning date XXX. I/we have attached a void check or credit card info 
with this pledge form.” 
 
On November 23, 2012, sent an email51 to the Organization stating that he 
has attached two deposit slips and an auto withdrawal of credit card. The attachments to his 
email included: a copy of bank deposit slips of $3,460 and $3,810, both dated 
September 6, 2012, a copy of a bank deposit slip of $2,000, dated October 11, 2012, the 
Organization’s completed acknowledgement donation receipts and donation pledges. As noted 
above, the donation pledges state that the donations will go to the Organization. As per the 
acknowledgement donation receipts, most of them stated that the donation is for “ .” 
Subsequently, on November 26, 2012, the Organization transferred $39,000 to .  
 
An analysis of the Organization’s FY2013 donation records show that the donors who received 
acknowledgement receipts from received official donation receipts from the 
Organization for their contributions to  In FY2013, the Organization issued $8,010 in 
donation receipts for gifts intended for   
 
In addition to the above, we also note that  donation webpage linked to the 
Organization’s website for credit card donations.52   
 

                                                           
48 The email, entitled “RE: ” was sent from email address to the 
following email addresses: , , and 

.  
49 The email, entitled “Donation update from Bangladesh,” was sent from email address 

to email address .  
50 The email, entitled “ Fund,” was sent from email address to the following email 
addresses: , and .  
51 The email, entitled “RE: Fund balance at HCI on Nov.22, 2012,” was sent from email address 

to the following email addresses: , , 
and .  

52 website. Collaborators. (Accessed January 17, 2018) 
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Given the above, it appears that the Organization entered into a third party receipting scheme 
with by issuing donation receipts to donors who provide donations intended for 

 
 
Organization’s Representations 
The Organization summarized the CRA’s concerns with respect to donations collected that were 
intended for .  
 
The Organization claimed that “  is based in Srinagar, Munshigonj in Bangladesh. A 
committee of Bangladeshi diaspora helped the [Organization] to raise funds for an education and 
skilled training project carried out by  on the [Organization]'s behalf.”  
 
The Organization provided53 a copy of two signed agreements between itself and , 
which were both executed after the audit period.54 
 
The Organization made the following claims: 
 

 a committee of Bangladeshi diaspora helped the Organization to raise funds for an 
education and skilled training project carried out by on the Organization’s 
behalf; 

 the diaspora group was engaged as third party fundraisers and provided 
acknowledgement receipts; 

 the group has been authorized by the Organization to raise and deposit the funds into the 
Organization’s account as well as provide details about the donors contributing for this 
project; and  

 tax receipts are issued for donations received by the Organization. 
 
The Organization also explained that the government of Bangladesh (NGO Bureau) requires the 
funding commitments in advance in order to approve the receipt of foreign funds by 
intermediaries registered in Bangladesh. Funds are disbursed after receiving the NGO Bureau’s 
approval.  
 
The Organization advised: 
 

“Periodic project visits were undertaken by [the Organization’s] personnel (Financial 
Officer, Fundraising/Communication Officer) as well as volunteers from the diaspora to 
review this particular project and other projects in Bangladesh.”  
 

In support of this claim, the Organization provided55 an email and trip itinerary of the 
Organization's Communications Officer. The trip itinerary is dated January 2012 and is titled 
“Visit Report.” The report describes the experience of , Event and 

                                                           
53 The Organization provided copies of these agreements with its letter and submission dated October 1, 2018, at tab 
216. 
54 The written agreements are dated April 24, 2013 and September 12, 2013. 
55 The Organization provided copies of these documents with its letter and submission dated October 1, 2018, at tab 
217. 
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Communication Officer. The itinerary was attached to a chain of emails from 
November 19, 2012 to December 18, 2012. One of these emails, dated November 19, 2012 from 

 the Organization’s  to  president of 
 read:   

 
“It was wonderful talking to you. As agreed, we will channel 39K to  (35K 
which you said we have with us for this project and 4K as advance from us). This 
shortfall will be covered later from the funds which you will send us. We will also 
deduct 5% for administration from the total funds received by us and channeled 
[sic] to Bangladesh. [emphasis added] 

 
As I told you, , our Events and Communications Officer is currently in 
Bangladesh. We are arranging visits for her to various projects funded and/or supported 
by us. One such project is 

 I am glad that you have agreed to facilitate her visit to this very important project. 
Please advise your office in Bangladesh to contact her. She can be reached through the 
above email address.” 

 
The Organization’s response concluded with its position that: 

 
“Funds raised are designated and restricted for this particular project and must be 
disbursed on an instalment basis as per project needs and its progress. The control of the 
disbursement of funds remained with the [Organization]. This is an ongoing project of the 
[Organization] which was initiated years ago. It was entirely appropriate of the 
[Organization] issue official donation receipts to donors to the [Organization] in support 
of this project.” 

 
CRA’s Position 
The two signed written agreements provided by the Organization in it submission were executed 
after, and did not cover, the period under audit. Additionally, the agreements contain almost no 
detail as to the specific activities undertaken. For example, the wording in the agreements 
suggests that the Organization’s role is “…to provide support to the  

” and defines the Organization’s responsibility as being limited to making specific dollar 
amounts available to  ($37,150 in the April 24, 2013 agreement and $32,500 in the 
September 12, 2013 agreement). With respect to involvement, its responsibilities 
appears to be limited to acknowledging receipt of funds, providing unspecified services to the 
community, providing a report on the activities of the centre, and agreeing to be in compliance 
with all applicable laws including anti-terrorism financing regulations. 
 
Additionally, as noted above, the existence of a written agreement is not enough to prove that a 
charity meets the own activities test. The charity must be able to show that the terms establish a 
real, ongoing, active relationship with the intermediary,56 and are actually implemented.  
 

                                                           
56 See notably Canadian Committee for the Tel Aviv Foundation v Canada, 2002 FCA 72 at para 30, [2002] FCJ no 
315 [Canadian Committee for the Tel Aviv Foundation]. 
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The Organization has not addressed the concerns raised in our AFL and the numerous emails we 
identified that appear to show  president of , collecting funds intended 
to support the activities of and routing the funds through the Organization’s bank 
account with the intention to: 
 

 obtain an official donation receipt for the donors; and 
 channel the funds to for its own programs. 

 
While we do not dispute the Organization’s claims that it provided acknowledgement receipts to 
third parties, agreed to accept donations into its bank account and issue receipts to the donors, the 
Organization has not alleviated our concern that funds were collected on behalf of  and 
used for  own program - the  
 
The email communications identified in our AFL clearly identified that , 
president of , was collecting and depositing funds into the Organization’s bank account. 
The emails also showed that directed the Organization to channel funds to 
and that both parties were aware of the 5% administration fee being applied for this service. The 
emails and most of the acknowledgement donation receipts issued by these third party 
fundraisers also showed that donations were for “ .” Further, Appendix D of our AFL 
noted the following emails:  
 

On September 16, 2011, the Organization sent an email57 to 
stating that has signed the commitment letter and also that this 
commitment will be valid only when you channel the amount $30,000 for our 
commitment to us. [emphasis added] The attachment to the Organization’s email 
included a copy of the signed commitment letter.  
 
On September 30, 2011, sent an email58 to the Organization 
stating that the “NGO affairs bureau” approved the commitment letter for the $30,000 to 
purchase land. He also stated that “[a]s per my knowledge, you should have that fund in 
our account. If not, please let me know how much we owe you and we will deposit it 
on your account next week.” [emphasis added]  

 
The Organization has not addressed why the emails indicate that the Organization was asking 

for the $30,000 to cover the purchase of the land or why  reply revealed that 
if the $30,000 is not already in the Organization’s bank account, it will “deposit it on your 
account next week.” 
 
In regards to the 5% fee, the Organization explained that “there are always administration costs 
involved in undertaking projects and these costs are part of the [Organization]'s project related 
expenses”, however, we note that the Organization did not inform most of the other non-

                                                           
57 The email, entitled “New commitment for to purchase the land,” was sent from email address 

to email address .  
58 The email, entitled “Fund release for in Bangladesh,” was sent from email 
address to email address .  
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registered organizations, included in our sample analysis, that it was deducting 5% “to cover 
administrative costs of channelling funds.”59 
 
In addition, the Organization has not addressed the July 11, 2012, email60 from where 

 is informing the Organization that he has attached the completed donation 
pledges he received from the July 7, 2012 “ annual fund raising dinner”. [emphasis 
added] 
 
Similarly, the Organization has not provided a response regarding why a donor contacted 

asking for his donation receipt, instead of contacting the Organization.   
 
Furthermore, our review of the itinerary report provided by the Organization’s event and 
communication officer,  found that her report and the emails describe the 

and its programs to be those of and not that of the 
Organization. For example,  
 

 the “Project background” described the activities of  and not that of the 
Organization. 

 noted that she suggested that  migrate from a paper to digital record 
keeping system after reviewing its books, which indicates that the records she reviewed 
are those of  and not the Organization. 

 described her input to   by making a “…recommendation that 
there should be more colour, pictures, art, maps, historical charts etc. in each classroom 
which were very dull and dark.”  report cited her recommendation “…to make 
[the skill development facility’s embroidery work an] income generating project by 
marketing and selling these products.” wrote that “…welcomed the 
idea and will try to implement it.” It appears from these descriptions that the Organization 
does not have direction and control over the activities; rather, it merely provides 
suggestions to  

 report concluded with the recommendation that the Organization continue to 
support this project and wrote “And if [the Organization] is able to raise more funds, then 
[the Organization] should consider these new factors into the project implementation in 
the near future.” It would appear that the factors she was referring to were her 
recommendations for digital record keeping, more colour in the classrooms, and 
implementing an income generating project.   

 

                                                           
59 As explained in our AFL, our sample analysis was based on 31 projects, conducted outside Canada, by 31 
different partners. Out of the 31 projects reviewed, the CRA found 3 partners/projects where the Organization 
advised the non-registered organizations that it was retaining a 5% administrative fee “to cover the administration 
costs of channelling the funds.” These three non-registered organizations (   and ) 
are part of the third party receipting scheme, as explained in this Appendix. 
60 The email, entitled “ Fund,” was sent from email address to the following email 
addresses: , and .  
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Also, the email chain included with the itinerary submission61 did not alleviate our concerns that 
funds were being raised for  programs and not those of the Organization. As noted 
above, the communications advised: 
 

 the Organization agreed to channel $39,000 to ; 
 the Organization was to deduct 5% for administration from the total funds received by the 

Organization and channelled to Bangladesh; and 
 the Organization has “…some sort of role in this as small as it is.” 

 
The Organization engaged a representative of  , to raise and 
collect funds for own projects. However, we note that the audit did not find this 
arrangement with most of the other non-registered organizations/projects that were included in 
our sample analysis.62 In our view, the Organization has receipted for a non-registered 
organization, effectively lending its registration number and corresponding tax-receipting 
privileges to a non-registered organization. The Organization ought to have known that it should 
not engage a third party organization to collect and raise funds intended to support that third 
party’s own projects. 
 
The information and documentation provided in the Organization’s response to our AFL does 
not alleviate our concern that it issued official donation receipts to donors who channelled funds 
to through a third party receipting scheme. The Organization’s claim that the 

is an ongoing project it initiated years ago is not supported by the 
records we were provided. Therefore, it remains our position that the Organization issued $8,010 
in donation receipts for gifts intended for . 
 

5.   
 
Audit Observations 
The audit revealed that the Organization facilitated gifts to and issued donation receipts 
to donors who provided donations intended for , a non-qualified donee. It appears that 

collects funds from donors for its programs, issues acknowledgement receipts to the 
donors, deposits the funds collected into the Organization’s bank accounts, and then requests that 
the Organization transfer the funds to  The following examples from the audit evidence 
our position. 
 

appears to be the Canadian representative for 63 On February 11, 2012, 
sent an email64 to the Organization stating:  

                                                           
61 The Organization provided copies of these documents with its letter and submission dated October 1, 2018, at tab 
217.  
62 As explained in our AFL, our sample analysis was based on 31 projects, conducted outside Canada, by 31 
different partners. Out of the 31 projects/partners reviewed, the CRA found that the Organization engaged the 
representatives of 6 non-registered organizations to raise and collect funds for their own projects. These six non-
registered organizations are part of the third party receipting scheme, as explained in this Appendix.  
63 The written agreements between the Organization and identify as the Canadian 
representative for  He is the signatory for on the agreements.  
64 The email, entitled “Re: RURAL PROJECT,” was sent from email address to email 
addresses and .  
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“I am sending herewith three receipts for the total amount of $10,000 received for 
rural projects. I am also forwarding 3 receipts of deposits of $10,000 

in HCI accounts. Kindly send full amount at once $10,000 directly to bank 
account for the rural project ASAP.” 

 
The email contains attachments that include a copy of bank deposit slips, which were deposited 
into the Organization’s bank account. The deposits are as follows: 
 

 January 17, 2012 $3,300 
 January 21, 2012 $3,900 
 January 26, 2012 $2,800 

Total            $10,000 
 
The email also contained another attachment which included a copy of three donation 
acknowledgement receipts for donations made to the Organization. The “comments” box on the 
acknowledgement receipts for all three stated “ Rural Project.” The three 
acknowledgement receipts total $10,000.  
 
An analysis of the Organization’s FY2012 donation receipt records showed that the donors, who 
were given donation acknowledgement receipts referenced above, received official donation 
receipts from the Organization for their contributions to  The acknowledgement receipt 
numbers matched to the donation receipts listed in the Organization’s receipting database. Based 
on the records provided, the audit revealed that the Organization issued $10,000 in donation 
receipts for gifts intended for in FY2012.  
 
On February 17, 2012, sent an email65 to stating that the 
Organization has sent the $10,000 as requested plus an additional $4,000 for the month of March 
to  The attachment to her email included the outgoing payment transfer for 
$14,000 to  sent on February 17, 2012. 
 
We would also comment that the written agreements between the Organization and all 
include the following statement, albeit the time period is different: 
 

“For its part, HCI agrees to make available to  C$4,000 per month for a time 
period of November 2012, through October 2013. The monthly transfer is contingent 
upon deposits made to HCI for obligation.” [emphasis added]  

 
Given the above, it appears that the Organization was facilitating gifts to a non-qualified donee 
and issued donation receipts to donors who provided donations intended for  
 
Organization’s Representations 
The Organization summarized the CRA’s concerns with respect to the donations collected that 
were intended for   
 
                                                           
65 The email, entitled “FW: Scanned image from ” was sent from email address 

to email address .  
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The Organization advised that “ is one of the largest, best organized and highly respected 
educational institutions in India. The [Organization] engaged it in 2011 to carry out educational 
projects on the [Organization]'s behalf.” The Organization provided66 copies of written 
agreements with  which were previously provided to the CRA and referenced in 
Appendix D of our AFL. 
 
The Organization advised: 
 

“The Indian diaspora involved in supporting this project comes mainly from the state of 
Gujarat, where this educational project is located. They are helping poor and needy 
students in Gujarat, India to receive quality education for free. 
volunteers for the [Organization] as well as for with the sole aim to help the 
[Organization] with this project. 
 
“All funds raised come to the [Organization] and are properly recorded in the 
[Organization]'s system and are allocated for this project. Funds are 
disbursed as per the needs of the project after following the [Organization]'s standard 
practice of project evaluation. The [Organization]'s personnel as well as volunteers, board 
members frequently visited this project. 
 
“It was entirely appropriate of the [Organization] issue official donation receipts to 
donors to the [Organization] in support of these projects.” 

 
CRA’s Position 
As noted above, the existence of a written agreement alone is not sufficient by itself to 
demonstrate that a charity meets the own activities test. The charity must be able to show that it 
has established a real, ongoing, active relationship with the intermediary and be in a position to 
provide supporting documentation to the CRA to demonstrate how its resources were 
expended.67 
  
Appendix D of our AFL noted our concern that the written agreements between the Organization 
and all included the following statement: 
 

“For its part, HCI agrees to make available to C$4,000 per month for a time 
period of November 2012, through October 2013. The monthly transfer is contingent 
upon deposits made to HCI for obligation.” [emphasis added]  

 
However, the Organization’s submission provided no clarification of the $4,000 monthly transfer 
obligation that is contingent upon obtaining the funds to deposit into the Organization’s 
bank account, as noted in the written agreement. Nor did the Organization’s submission address 

                                                           
66 The Organization provided copies of the agreements with its letter and submission dated October 1, 2018, at tab 
218. 
67 See notably Canadian Committee for the Tel Aviv Foundation v Canada, 2002 FCA 72 at para 30, [2002] FCJ no 
315 [Canadian Committee for the Tel Aviv Foundation]. 
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our concern regarding the “comments” box on the acknowledgement receipts it received68 from 
on February 11, 2012 which stated that the receipts were for “ Rural 

Project”. 
 
The CRA advised that based on our review of the documentation noted in Appendix D of the 
AFL, it appears that the Organization is facilitating gifts to a non-qualified donee and issuing 
donation receipts to donors who provide donations intended for  
 
The Organization has provided no new information to alleviate our concern other than to dispute 
our finding, and explain the benefits of the program, which in our view is that of  The 
Organization claims that its personnel as well as volunteer and board members frequently visited 
the project, yet it provided no evidence of such claims. 
 
Furthermore, the Organization’s submission did not address CRA’s concern that  

 Canadian Representative of  sent an email to the Organization on February 11, 
2012, advising that $10,000 was received for rural projects, which was deposited into 
the Organization’s bank account. requested the Organization to “Kindly send full 
amount at once $10,000 directly to bank account for the rural project ASAP.”  
 
The Organization advised CRA that “ volunteers for the [Organization] as well 
as for with the sole aim to help the [Organization] with this project.” The Organization 
engaged a representative of   to raise and collect funds for  own 
projects. We note that the audit did not find this arrangement with most of the other non-
registered organizations/projects that were included in our sample analysis.69 In our view, the 
Organization has receipted for a non-registered organization, effectively lending its registration 
number and corresponding tax-receipting privileges to a non-registered organization. The 
Organization ought to have known that it should not engage a third party organization to collect 
and raise funds intended to support that third party’s own projects. 
 
As our concerns with respect to the funds raised for have not been alleviated, it remains 
our view that the Organization facilitated gifts to non-qualified donees and in FY2012, issued 
$10,000 in donation receipts to donors who provided donations intended for  
 

6.  
 
Audit Observations 
Based on our review of the Organization’s records, it appears that was 
collecting funds for projects, depositing the funds into the Organization’s bank accounts 
and the Organization was then issuing donation receipts to donors who provided funds intended 
for projects. In some instances, the funds are referred to as “credit balances” presumably 
to mean that the Organization is holding the funds designated for projects. 
                                                           
68 The email, entitled “Re: RURAL PROJECT,” was sent from email address to email 
addresses and .  
69 As explained in our AFL, our sample analysis was based on 31 projects, conducted outside Canada, by 31 
different partners. Out of the 31 projects/partners reviewed, the CRA found that the Organization engaged the 
representatives of 6 non-registered organizations to raise and collect funds for their own projects. These six non-
registered organizations are part of the third party receipting scheme, as explained in this Appendix.  
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was recorded on the Organization’s listing at Corporations Canada as one of 
the Organization’s directors. Furthermore, the Organization’s current website listed him as a 
director. In addition to his role with the Organization, appeared to also be the 

( ).70  
 
On February 6, 2012,  identified as “HCI – Accounting” sent an email71 
to stating: 
 

“I am attaching for your review two lists. The first excel list is the list of deposits made 
by you since July 2011…Please review this list for completeness and accuracy. That is 
please review that the list of deposits is complete and that the fund allocation is as per 
what you wanted. The challenge here was that you sent us a list of deposits and 
corresponding date however the fund allocation was not clarified at the time of deposit, 
therefore if upon your review there are deposits which must be re-allocated kindly let me 
know and I will  make the adjustment. The second list is the list of donors and 
their respective donation and allocation. This list corresponds to the acknowledgement 
receipt book and word document listing of donors and their contribution for 2011. This 
list must also be reviewed for completeness and accuracy. The challenge here was that 
the list of donors was sent separately from the bank deposit slips, therefore it was 
imperative to ensure that all donor donations are documented and that deposits are 
complete.”  

 
The email contained two attachments, as noted above (“two lists”). The first attachment was an 
Excel document that listed 37 bank deposits made by between July 18, 2011 and 
December 28, 2011. The fund designation for 33 of the bank deposits stated “ ” and they 
total $134,989. The second attachment was a PDF document, entitled “Cash Receipts Journal,” 
which appears to show names of donors, the amounts donated, the donation dates, and the fund 
designation which stated “India, ”  
 
An analysis of the Organization’s FY2012 donation records showed that most of the individuals 
recorded in the PDF document received a donation receipt from the Organization for their 
contributions to  In total, the Organization provided $99,904 in donation receipts for gifts 
intended for in FY2012.  
 
In addition, on December 27, 2012, sent an email72 to the Organization stating:  
 

“Before the year is over, I would like to request you to make a note of two deposits. One 
was made on November twenty-sixth…The amount was four thousand one hundred…For 
the second deposit, please see the deposit paper herewith. It is for eight thousand five 

                                                           
70 website. . (Accessed June 13, 2017) 
71 The email, entitled “2011 Deposits and Allocations,” was sent from email address 

to email address .   
72 The email, entitled “Two Deposits made to HCI Account (1) in late November and (2) early December,” was sent 
from email address to email addresses and 

.  
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hundred dollars…We need to take care of projects for over one hundred thousand dollars 
–credit balance with HCI – which we will carry forward in the year 2013.” 

 
The attachments to the email contained a copy of a bank deposit slip for $8,500, dated 
December 2, 2012, and a copy of a cheque for $8,000 from a donor, dated December 1, 2012. 
The cheque was written out to the Organization’s name; however, the memo stated “ ”. An 
analysis of the Organization’s FY2013 donation receipt records revealed that this donor received 
an official donation receipt for $8,000 from the Organization for their contribution to    
 
Furthermore, in another email73 sent to the Organization, dated November 7, 2012,  

stated the following: “I would appreciate if you would kindly withdraw these two 
amounts, pledged for our projects (Please see the attachment). Please let me know once this is 
done so that I can add $200 to our credit balance.”  
 
The attachment to the email included two contribution pledges for $200 total. The pledges stated 
“My contribution to projects in the amount of…” and for method of payment, there was 
an option to enclose a cheque payable to the Organization. Each pledge was for $100.  
 
An analysis of the Organization’s FY2013 donation receipt records showed that both these 
donors received official donation receipts from the Organization for their $100 contributions to 

 Based on the records reviewed, the audit showed that the Organization issued $8,200 in 
donation receipts for gifts intended for in FY2013. 
 
In addition to the above, it appears that the Organization retained a 5% administrative fee for 
processing the funds for  For example, on September 21, 2012, sent an 
email74 to regarding sending funds to  In her email, 
stated the following: “…but regarding the 5% admin we are taking off, has that been discussed 
with him [ ] before or should I mention something to him about it?”  
 
In summary, the audit revealed that the Organization issued donation receipts for gifts intended 
for in the amounts of $99,904 for FY2012 and $8,200 in FY2013. Given the above, it 
appears that the Organization was facilitating gifts to a non-qualified donee and issuing donation 
receipts to donors who provide donations intended for  
 
Organization’s Representations 
The Organization summarized the CRA’s concerns with respect to the donations collected that 
were intended for and dual roles as both a director of the 
Organization and president of . 
 
The Organization claimed that: 
 

                                                           
73 The email, entitled “Two pledges of $100.00 each…,” was sent from email address to 
email addresses and .  
74 The email, entitled “RE: A Project with in India,” was sent from email address 

to email address .  
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 is also a of the Organization that was authorized 
to promote the Organization’s projects and solicit donor support;  

 all funds raised by were on behalf of the Organization and promptly 
deposited into the Organization’s account; 

 was authorized to issue acknowledgement receipts to donors and send 
donation records to the Organization; 

 once funds were received by the Organization, they were checked for accuracy and 
recorded in the Organization’s system under various projects; 

 all funds received by the Organization belonged to the Organization and it was 
responsible for making decisions about the projects it would fund; 

 the designation “ project” was used by the Organization as a Project Code to 
identify the source of funds—it did not mean these funds were for since the funds 
were for several projects in many countries; 

 these funds were properly designated to several of the Organization’s projects such as 
healthcare, education, poverty alleviation, basic needs etc.; 

 the term “Credit Balance” is a wrong use of words. In fact, it refers to funds that were 
already utilized for such projects and the additional funds that will be sent once proper 
reports have been received and a decision has been made about continuing with 
implementing these projects; 

 several staff and donors conducted monitoring and evaluation visits to these projects and 
to the Organization's intermediaries in India to ensure that the Organization's funds are 
promptly utilized, projects are satisfactorily implemented, and proper direction and 
control is maintained. In support of this claim, the Organization provided75 a 10 page 
report on 16 partner organizations its representatives visited over a 13 day period in 2014; 
and 

 was not serving on the Organization's board during the audit period (2011-
2013). He joined the Organization’s board in September 2015. Prior to this, he was 
serving on the board, but it was before he was engaged with the Organization as a 

 
 
The Organization concluded with the statement: 
 

“Once again, it must be emphasized that funds received by the [Organization] were not 
intended for  they were solely and exclusively for the [Organization]'s projects. 
The [Organization] did not facilitate gifts to a non-qualified donee or issue donations 
receipts to donors on  behalf. These projects were the [Organization]'s projects. 
Donors contributed to the [Organization] for these projects, which were implemented 
through its intermediaries. Since funds came to the [Organization] from donors, tax 
receipts were promptly issued to them. Diaspora/support groups/donors may provide their 
opinion, suggestions and advice about needs around the world and the type of projects 
that would address these needs, but it is within the [Organization]'s discretion to consider 
and proceed with their suggestions about the projects and intermediaries. All projects 
must meet the [Organization]'s criteria for selection and the projects must meet all 
requirements regarding direction and control described above in the AFL response. 

                                                           
75 The Organization provided a copy of this report with its letter and submission dated October 1, 2018, at tab 219. 
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All applicable transactions are recorded and accounted for properly within the 
[Organization]'s donor tracking and accounting system to ensure all donations are both 
legitimate and properly accounted for.” 

 
CRA’s Position 
We acknowledge the Organization’s clarification on the role played as a 

of the Organization, and the fact that he was authorized to raise funds, 
issue acknowledgement receipts, and deposit funds to the Organization’s account. We also 
acknowledge the Organization’s claims that it verified the accuracy of these deposits. 
 
However, the information and documentation provided does not alleviate our concern that our 
analysis revealed that: 
 

 $99,904 in donation receipts were issued for funds received for “India, ” in 
FY2012; and 

 $8,200 in donation receipts were issued for funds received for contributions to in 
FY2013. 

 
The Organization’s claim that the designation “ project” was used as a Project Code to 
identify the source of funds, and the funds were used for its own projects was not supported by 
any documentation provided by the Organization. The only documentation submitted was the 10 
page report prepared by  Financial Accountant of the Organization, on 16 
partner organizations visited in 2014, which is outside the audit period. Our review of this report 
found that it appears to describe the activities of various independent projects to which the 
Organization provides funds. For example, we highlight some of the excerpts from the report 
below: 
 

 at Varoda, Gujrat –  provided the following as his 
complete description of this visit: “[ ] has been serving humanity through their 
medical treatment services. They provide medical needs to patients who cannot afford to 
pay for service. They also provided relief materials from [the Organization] fund when 
Kashmir, India was affected by the flood. I found that this institution was very well 
organized.” [emphasis added] 

  –  description was very brief and read, “[  
] is very similar to  This school incorporates 

learning with the curriculum. I found it to be very well organized.” report 
suggests that the madrasa did not maintain separate books and records for funds it 
received from the Organization. 

 in Monshigonj, Bangladesh – the report described this as a school 
funded by the Organization. described some deficiencies with the school such 
as failing to maintain standard accounting payment procedures, poorly organized 
reporting systems, receipts and disbursements not maintained correctly, cash payment 
vouchers not abiding by standard accounting procedures, accounting and inventory 
records not being reviewed by trustees in a timely manner, and not maintaining separate 
books and records for funds received from the Organization. 
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While the report provided was prepared after the audit period, our review found that the activities 
described in it appear to be those of other entities rather than projects undertaken by the 
Organization itself. The CRA recognizes that many of the projects described in the report could 
be considered charitable; however, the report does not show that these are activities of the 
Organization. To the contrary, our review of the material leads us to the view that the report 
merely describes the activities of others for which the Organization provided funds to. 
 
Furthermore, the Organization provided this report in support of its claim that the funded 
projects were its own. However, we are unable to make this connection. The report referenced a 
visit to at Varoda, Gujrat. While we acknowledge the report described this 
one activity of  the description was just that – a description of activity and not 
that of the Organization.   
 
Furthermore, the Organization’s submission did not address the fact that the contribution pledges 
attached to the email, dated November 7, 2012, sent from to the Organization, stated 
“My contribution to  projects in the amount of…”. [emphasis added]  
 
Turning back to the original issue raised in Appendix D of our AFL, which was the third party 
receipting scheme whereby funds were channelled through the Organization’s bank account with 
the purpose of providing a donation receipt to donors for funds intended to support the projects 
of  we must advise that the documentation provided did not alleviate our concerns. As 
noted above, we do acknowledge role in collecting funds, issuing 
acknowledgement receipts, depositing funds to the Organization’s bank account, and providing 
donor information. However, the information and documentation, as detailed in Appendix D of 
the AFL, showed some funds were collected and channelled to with the purpose of issuing 
a donation receipt to donors who would otherwise not be eligible to receive one. 
 
The Organization’s response did not directly address many of the concerns raised, and the 
examples provided, in the AFL, which include: 
 

 email communications that show funds were collected and designated for projects; 
 our analysis of donation receipt records that showed $99,904 in receipts were issued for 

funds received for “India, ” in FY2012, and $8,200 in receipts were issued 
for funds received for contributions to in FY2013; and documentation that 
identified that the Organization retained a 5% administrative fee for processing funds for 

 The Organization explained that “there are always administration costs involved 
in undertaking projects and these costs are part of the [Organization]'s project related 
expenses”, however, we note that the Organization did not inform most of the other non-
registered organizations that were included in our sample analysis that it was deducting 
5% “to cover administrative costs of channelling funds.”76 

 

                                                           
76 As explained in our AFL, our sample analysis was based on 31 projects, conducted outside Canada, by 31 
different partners. Out of the 31 projects reviewed, the CRA found that the Organization advised three non-
registered organizations that it was retaining a 5% administrative fee “to cover the administration costs of 
channelling the funds.” These three non-registered organizations (   and ) are part 
of the third party receipting scheme, as explained in this Appendix. 
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Again, the Organization engaged a representative of   to raise and collect 
funds for own projects. We note that the audit did not find this arrangement with most of 
the other non-registered organizations/projects that were included in our sample analysis.77 In our 
view, the Organization has receipted for a non-registered organization, effectively lending its 
registration number and corresponding tax-receipting privileges to a non-registered organization. 
The Organization ought to have known that it should not engage a third party organization to 
collect and raise funds intended to support that third party’s own projects. 
 
As such, the Organization has not alleviated our concerns with respect to this third party 
fundraising scheme as it related to official donation receipts issued for funds collected for, and 
channelled to,  We therefore maintain our position that the Organization issued donation 
receipts for gifts intended for in the amounts of $99,904 for FY2012 and $8,200 in 
FY2013.  
 

7. Other 
 
Audit Observations 
According to our open source research, we note that some of the Organization’s partner websites, 
social media websites, and public reports advised that donations to their programs are eligible to 
obtain tax receipts, which is facilitated through the Organization. We noted the following 
examples in our AFL:  

  ( ) “Contact Us” page refers potential 
donors to the Organization for “donations in Canada.” It also states that the donations are 
“tax exempt.”78  

 On both its website79 and Facebook page,80 refers its potential 
donors to the Organization for donations towards their projects.  

 ( ) 2011-2012 Annual Report directs 
potential Canadian donors to send their donations through the Organization and to state 
that the funds are “designated for  Pakistan.”81  

 
Organization’s Representations 
The Organization advised that it undertakes projects with the above mentioned intermediaries. 
The Organization stated: 
 

“The [Organization] had made appeals on its own website and social media. Its 
intermediaries such as and also made appeals on their website and 
social media without the [Organization]'s consent. Upon learning about this, the 

                                                           
77 As explained in our AFL, our sample analysis was based on 31 projects, conducted outside Canada, by 31 
different partners. Out of the 31 projects/partners reviewed, the CRA found that the Organization engaged the 
representatives of 6 non-registered organizations to raise and collect funds for their own projects. These six non-
registered organizations are part of the third party receipting scheme, as explained in this Appendix.  
78  Contact Us.  (Accessed October 6, 2015) 
79 website. Donate/ Contact Us. (Accessed 
August 17, 2015)  
80  About. 
(Accessed August 17, 2015)  
81  Annual Report 2011-2012. (Accessed January 19, 2016) 
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[Organization] communicated with its intermediaries to remove this from their website 
and social media. 
 
“The [Organization] was not aware that  has made similar 
statements. The [Organization] intends to contact  as well to direct 
them to discontinue this misleading practice.” 

 
CRA’s Position 
The CRA acknowledges that the Organization has taken steps to ensure its partners’ websites, 
social media websites, and public reports do not advertise that official donation receipts can be 
obtained, which is facilitated by the Organization.  
 
Conclusion 
Based on our review of the information and documentation provided in the Organization’s 
representations of October 1, 2018, the CRA maintains its position that the Organization engaged 
in third party receipting schemes when it entered into funding arrangements with non-registered 
organizations. The Organization issued donation receipts for gifts not intended for the 
Organization as follows: 
 
Fiscal period ending March 31, 2012 
Third party organization Amount of donation receipts issued 

  $41,436 
$70,100 

 $10,000 
 $99,904 

Total $221,440 
 
Fiscal period ending March 31, 2013 
Third party organization Amount of donation receipts issued 

  $39,671 
 $12,420 

$18,100 
 $8,010 

$8,200 
Total $86,401 

 
As noted above, the audit found that the Organization issued donation receipts for $221,440 in 
fiscal year ending March 31, 2012 and $86,401 in fiscal year ending March 31, 2013 as part of 
its third party receipting schemes.  
 
According to subsection 188.1(9) of the Act, a registered charity that has been found to 
contravene the receipting requirements of the Act by issuing receipts on behalf of, or in the name 
of, another person, is liable to pay a penalty equal to 125% of the amount reported on the 
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donation receipt. As such, the Organization is liable to pay penalty amounts of $276,80082 for the 
fiscal year ending March 31, 2012 and $108,00183 for the fiscal year ending March 31, 2013.  
 
In addition, given that the amount of the penalty under subsection 188.1(9) exceeds $25,000, 
subsection 188.2(1) stipulates that a one-year suspension of the Organization’s authorization to 
issue official donation receipts must be applied.84  As such, the Organization’s tax receipting 
privileges will be suspended for one year, including its status as a “qualified donee”. 
 
 

                                                           
82 Calculated as $221,440 X 125% 
83 Calculated as $86,401 X 125% 
84 See CRA’s publication, entitled “Guidelines for applying sanctions,” under the sub-heading, False information on 
official donation receipts, at https://www.canada.ca/en/revenue-agency/services/charities-giving/charities/policies-
guidance/guidelines-applying-sanctions.html.  

https://www.canada.ca/en/revenue-agency/services/charities-giving/charities/policies-guidance/guidelines-applying-sanctions.html
https://www.canada.ca/en/revenue-agency/services/charities-giving/charities/policies-guidance/guidelines-applying-sanctions.html
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Agency du Canada 

REG IST ER ED MA IL 

Human Concern International 
877 ShelTord Road, Unit 4 
Ottawa, Ontario 

BN : 107497125RROOOI 
Our File No: 0576488 

KIJ 8H9 

Attention:   

May 24, 2018 

Re: Audit of Registe red Chari ly: Human Concern Inlerna tional 

Dear : 

This letter is further to the audit of the books and records of the Human Concern International 
(the Organization) conducted by the Canada Revenue Agency (CRA). The audit relates to the 
operations of the Organization for thc period from April I, 201 1 to March 31, 20 13. 

We have now completed the review of tile Organization ' s books and records and have identified 
the following areas or non-compliance with the relevant requi rements of the Income Tax Act ( the 
Act)1 and the Income Tax Regu lations: 

AREAS OF NON-COMPLIANCE: 
Issue Refere nce 

I Ceased to comply with the requirements of the Act for 149.1 ( I); 149.1 (2)(c); 168( I )(b); 
its con tinued registrat ion 188. 1(4); 188.1(5) 

2 Fai led to comply with or contravened any of sections 230(2); 230(4); 23 1. 1( 1); 
230 to 231.5 of the Act 1 68(I)(c) 

3 Issued a receipt for a gift or donation otherwise than in Regulation 3500 and 350 1; 
accordance with the Act and the Income Tax 168( I )(d); 188. 1 (7); 188. 1 (9); 
Regulations 188.2( I) 

4 Failure to file an infonlloHion return as required under 149.1 (14); 168(1 )(c) 
the Act 

The purpose of thi s letter is to provide a detailed description of the specific areas of non­
compliance identified by the CRA during the course of the audit as they relate to the legislat ive 
and common law requirements applicable to registered charit ies, and to afford the Organization 
an opportunity to submit representations and present additional information it considers should 
be taken into account in dc term ining a rcmedial coursc of action. 

I Income Tax Acl, R.S.C., ]985 (51h Supp.), c. I. 

Canada ""',.., 



I. Ceased to comply with the req uirements of the Act for it s continued registra tion 

Subsection 149.1( I) of the Act requires that a charitable organization devote all of its resources 
to "charitable activ ities carried on by the organization ilself. '· Generally speaking, in order to 
maintain charitable registration, an organization must demonstrate that it is constituted 
excl usively for charitable purposes, and that it devotes its resources to charitable act ivi ti es in 
furtherance thereof. 

As outlined by the Supreme Court of Canada in its dec ision in Vancouver Society o/Immigrant 
and Visible Minority Women v. Minister o/Naliona/ Revenue (IYf.N.R.),2 the detcnnination as to 
whether an organizat ion qua lifies as a charity, as that term is understood in a legal sense is, in 
essence, a two-part lest: 

(i) the purposes of the organization must be exclusive ly and legally charitable under 
common law, and must define the scope of the activities engaged in by the organization; 
and 

(ii ) all of the organization 's resources must be devoted to these acti vi ties.) 

In add ition, for an organization to be considered charitable under the Act , it must be found to 
operate fo r a public benefit.4 The detcnninat ion of the public benefit requirement al so involves 
the app lication ofa two-part test: 

(i) The fi rst part orthe test generally requires that a tangible or objectively measurable and 
socially useful benefit be confe rred. 

(ii) The second part of the test rcquires the benefit be directed to the pub lic or a sufficient 
sect ion of the pUblic. This mcans a charity cannot have an el igible beneficiary group that 
is negligib le in size, or restrict eligible beneliciaries based on criteria that arc not justified 
by its charitable purpose(s); and provide an unacceptable private benefi t as it pursues a 
charitab le purpose. 

To summarize, the eRA must be sat isfied that an organizalion 's purposes are charitable at law, 
that there is a clear relationship and link between the activities and the purposes, and that the 
activ ities themselves do no fa ll outside the bounds or what has been judiciall y recognized as 
charitable. In conducting this review, we 3rc obl iged to take into account , and draw reasonable 
inferences from, all of the relevant informat ion that may be avai lable. 

Our preliminary findings regarding the Organization 's non-compliance with these requirements 
are set out in the paragraphs be low under the following headings: 

1.1 Failure to demonstrate that it is consti tuted for exclus ive ly charitable purposes 
1.2 Failure to demonstrate thai the Organization exercised di rection and control over its 

resources 
1.3 Absence orDue Diligence 

l [1999] I S.C.R. 10, at para. 155-159 (hereafter referred to as VOnCOl/ver Society). 
1 lilli/COllver Society. ibid. note 3. at para. 159. 
~ See eRA 's Guidance CPS-024 , Guidelines/or Registering a Clwrity: Meefing Ihe Public Benefil Tesl, at 
hUPS://www.canada.ca/cn/rev~Il\lc.a!!.eucv/serv ices/chari l ieS-givin0chariticS/f!Ql i Cies-g.uidtiIlCe/pOlic\.-Slatement­
Q24_gUidelincs_redstcrin g.a.charit \l.iI1cctinl!_public-benefit-tcst.htm l. 

2 



1.1 Failure to dcmonstrate that it is const itutcd for exclusivelv charitable purposes 
Among the various aspects that an audi t may examine is whether a charity advances purposes 
which are charitab le at law. Maintain ing charitable registration demands that a charity continue 
to meet the ex ist ing statutory and common law requirements assoc iated with registered status. It 
is importan t to understand that although a charity' s formal purposes may have been accepted at 
the time of its registration, it is possible they may subsequently be determined to no lo nger 
qual ify as charitable at law. In addition, the activ it ies and focus of an o rgan ization. may have 
changed s ince its initi al regi stration. Such changes may adversely affect the organizatio n's 
present d"y e li gihility for con tinued regi stration. 

To be exclusively charitable, the law requires that purposes fall within o ne or more o f the 
fo llowing fo ur broad categories (also known as ' heads') of charity:' 

• relief of poverty: 
• advancement of education; 
• advancement of religion ; and 
• othe r purposes benefic ial to the community in a way the law rcgards as charitablc. 6 

As outlined in CRA 's guidance CG~O \9, /low 10 Drofl Purposes Jor Charilable Regis/ratioll,7 a 
charitable purpose shou ld contain three e lements. Each stated purpose shOlJid ident ify these three 
elements whethe r expressly, or implicitly through its context: 

• the charitable purpose category to establish that the purpose falls wi thin one of the four 
broad categories of chari ty outlined above. 

• the means of providing the charitable benefit - to define the scope of the activi ties tha t 
can be conducted to directly fUl1her the purposes and ensure the provision ofa charitab le 
benefit. 

• the cligible beneficiary group - to ensure tha t charitab le benefit is provided to the publ ic 
or to a sufficient section ofthc public. 

Furthermore , it is a basic and important pri nciple of chari ty law that to be charitab le, the 
purposes o ran organization should be expressed as clearly as possible. Ifthc wording is 100 
broad o r vague, it will not be clear that a purpose advances a recognized charitable purpose, 
conveys a public benefit, and defines the scope of the organization 's acti vi ties. Broad means the 
purpose may a llow the organization to conduct non~charitable acti vities. Vague means the 
word ing may be intcrpreted in va rious ways. The co u!1 s have determined that where there is a ny 

$ These four broad categories of charitable purposes were first classified by Lord Macnaghten in Commiss ioners lor 
Special Purposes ollhe II/come Tax v. I'ell/sel, [1891] A.C. 531 (P.C). The Supreme Coun of Canada explicit ly 
approved of the classi fi cation approach ror the first t rme in GuaranI), T,.U.fl Co alCollada v. Millisle" 01 National 
Revenlle, [19671 S.C.R. 133. 
6 This founh category identifies an additional group of specific coun+rccognized purposes. It does not mean that all 
~urposes that might be considered beneficial to the publ ic qualiry as charitable (It law. 

Th is guidance is available at: 
hn s://\V\Y\V .canada.eafell/revel! ue-a~enc "/services/charit ies·" i \fin >!chari ties/poi icit!s-g,u 'dance/gu idallce-O 19-dra fi­
purposes-c haritab1e-rcgistnn ion .ht m I. 
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doubt as to whether a purpose is charitable, or where there is a mix of chari table and non­
charitable purposes, an organization should not be registered as a chari ty.s 

The Organization was incorporated under the Alberta Societies ACI on February I I, 1980 as the 
Afghanistan Re lief Fund, and subsequently changed its name to Human Concern Relief Fund 
Society - Calga ry on November 25, 198 1. The Organizat ion was registered as a charity effect ive 
January 1, 1983. On October 17, 1986, it incorporated unde r the Canada Corporations Act, 
under the name by which it is now known. The Organizat ion transitioned to the Canada Not.for­
Profil Corporations Act on October 14,20 14. 

Current Audi t 

The Organization's purposes, as current ly SCI OLiI in its Articles ofContinuance9 under the 
Canada Not-Jor-Profit Corporations Act arc as follows: 

a. To extend help to reJugees and ajJlicted people: 
b. To receive gifts, legacies, bequests, grants and other donations, ill cash and kind, 

10 be IIsed exclusively fo r the purposes oj He l: 
c. To provide medical services Jar reJugees and aJJlicted people: 
d. To provide educalionalJacilitiesfor reJugees and afflicted people: 
e. To prinl, publish and dislribute lileralllre thar highlights condilions of refugees 

and af/licted people; 
f To carry oW workfor Ihe relief oJpoverty and physical needs: and in particular. 

but wilholltlimiting Ihe generality oj the Joregoing. for the relieJ o/Ihe suffering 
ollloJJamine. earlhquake, pestilence. war or any other large scale emergency, or 
due to inadequacy of group or national. social or economic resources. in Canada 
or elsewhere, so Jar as such objeci constillites a legally charitable object: 

g. To carryon inJormational and advisory programme to hring an awareness oj 
hunger and general poverty 0/ refugees alia' afflicted people to Canadians, and to 
raise [ linds 10 teach the hllngly 10 feed themselves and generally promoled 
projects 10 make the poorer and afflicled comll/unities in underdeveloped areas 
andlor countries self-supporting; 

h. For Ihe charitable purposes oj HCI or in the course oJthe execution oj any 
charitable truSIS undertaken by it. to purchase, take on leases or in exchange. hire 
or otherwise acquire any real or persona! property (lnd rights or privileges which 
HCI may think necessary or convenienl for (he promolioll of its charilable objects, 
and to construct, maintain and aller any building or erection. necessmyor 
convenient for the work oj HCI: 

i. To co~operate with other societies (/Ild organizations. whether incorpurated or 
1101, which have aims and objectives similar. ill whole or in part 10 the aims and 
objectives oj liel; and 

j. To do any and all activities which shall be lawJul. Jar IICllo cony out any oj the 
Joregoing aims and objectives or any other objectives beneficial to HCI. 

' In Earlh Fllndv. Canada (M.N.R.), 2003 D.T.C. 50 16, 2002 FCA 498 al para. 20, Ihe Coun held Ihal "As a mailer 
oj loll'. rhe OPIJellonr is nol emitled fO regisrralioll os a charily IIlIless all uJ rhe appel/om's co/pOrme r purposes I and 
oClil'ilies are ucll/sively chariloble . .. 
9 These purposes are identical to the ones found in the Organization'S 1986 Letters Palent. 
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In our view, purposes (a), (e). (d), (e), (I), (g), (i), and Ul are broad and vague, and fail to 
necessa rily define the scope of the activities the Organization may pursue to fu rther each 
purpose. 

For example, we consider purposes (a), (c) and (d) to be broad and vague, to such an ex tent that 
il is nO I clear which charitable purpose category Ihey rail into. nor the precise nature of the 
benefi t the Organization aims to deliver. Language such as 'To ex tend help ... ," "To provide 
medical services ... ," and "To prov ide educat ion facili ties ... ," docs not clearly define the means 
or the scope of providi ng a charitable benefi l. Additionally, the term "affl icted people" is vague 
and does not clearly defi ne an eligible beneficiary group. It may be acceptable to rest rict benefit 
10 people afniclcd by such conditions associated with discase. bcing aged, or impairment of 
physica l or mental functi on; however, simply stating "almcted pcoplc" docs not clea rl y de fin e 
the benefic iary group. 

We have considered purposes (c) and (g) under the catcgories of advancement of education and 
rel ief of poverty. 

However, pu rposes (e) and (g) do not appear to describe charitable purposes under the category 
of the advancement of education. The advancement of education in the chari table sense has been 
interpreted narrowly by the courts. It I11Ust necessarily invo lvc morc than j ust the provision of 
infonnation. In o rdc r to advance education in thc strict lega l sense. the courts have reasoned that 
an organization must demonstrate, through its purposes and activit ies, tllat it is directly involved 
in thc rormallrain ing of the mind , or Ihat it is involvcd in thc improvement of a useful branch of 
human knowledge which allows fo r the public dissemination or any new knowledge gained 
through study and research.10 Thus, in relation to purposcs (e) and (g), we must note that 
print ing, publishing and di stributing literature on a particular matter and/or public awareness 
campaigns do no t necessarily satisfy ei ther of the two rcqlJircmcnts mcntioned above. 

With regard to consideration under the relief of poverty. we arc concerned that whi le certain 
word ing used in purpose (g) appears 10 be an atlcmpl to addrcss povcrty-related needs, the 
chosen word ing does not restrict the bene fi ciaries 10 those that are necessarily poor. To relieve 
poverty in the charitable sense means to bring relief on ly to the poor. The poor are not simply the 
destitute, but anyone lack ing essentia l amenities a\'ailnblc to the gcncra l population. I 1 While 
tenns such as ' the needy'. 'underprivileged,' and ' re fugees' arc acceptable synonyms, the terms 
"affiicted people ' and 'arnicted communities' as expressed in purposc (g) docs not necessaril y 
restrict the beneficiary class to those that are poor. 

Also in rcgards to purpose (g), the courts have held that fundraising is not, in and of itse lf, 
charitable and whi le a chari ty may conduct some fundra ising in support ofils charitable 
act ivities, a chari ty may not be established for the purpose of raising runds. The Organization 'S 

10 See Positive AClion Agaiml Pornography v. Minisler o/National Revenue (M.N.R.J. SS OTe 61 S6 (F.C.A.). 
II See e RA Summary Policy eSP-P03 , Poverty. aJ hllp!'>:/lw w\\'_canadaca1c n'rcvclIlIt:-'11!CIICV!SCTViccs!c hlIri lies­
g,i vin Wcharities/pol ic its-gil id,11ll,:<;!.'su111I11ar\, pot icv -pO 3 -povo:rt \'. h 1m I. 
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purpose (g) establi shes it, " to raise funds .. . n In light of the above, we advise that this purpose 
does not qualify as charitable.12 

As pertains to purpose (D, it lacks the degree of certa int y and clarity necessary to restricllhe 
Organization to exc lusively charitable-act ivit ies, desp ite the apparent attempt to make the 
wording acceptable by adding: " ... sofar as slIch object consfilllfes a legally charitable object ", 

In addi tion, the Organi 7..ation's purpose (i) is simila rl y considered to be broad and vague, fa iling 
to identify a charitable purpose. Furthennore, as worded, the purpose could allow for the 
provision of resources to organi zations lhal are not qua lified donces, IJ an undertaking prohibited 
by the Act 1

" 

Likewise there is concern with respect to thc charitab le natu re of object U), as it fail s to 
adequately restrict the nature of the activ ities thm can be J ndcrtaken by the Organization. " To do 
any and all activities which shall be law/uf' or "any otlier objectives beneficial to HCr docs not 
restrict the Organization to act ivi ties that are necessarily charitable. 

In regards to purposes (b) and (h), we consider these to be power clauses rathe r than purposes. 
Power clauses generally specify the authority or powers of an organizat ion and the boundaries 
wi thin which il must operate to fu rther its purposes. While power clauses typically arc not set out 
among an organi zat ion' s purposes, it does nOI offend any legal requirements if they are 
intermi ngled with purpose clauses. 

As a result of the above findings, the Organization has not demonstrated Ihat it is estab lished fo r 
purposes that are exclusively chari table. It is, therefore, our preliminary position, that the 
Organization ceases to comply with the requiremen ts of the Act fo r it s continued registration. 

1.2 fa ilure to demonstrate that the Organi7.ation exerc ised on-aoing direct ion and con trol over its 
resources I Gift ing to non-qua lified donees 
As noted above, subsection 149. I ( I ) of the Act requires that a registered charily operat ing as a 
charitable organi zation devote all of its resources to "charitable activities carried on by the 
organ ization itself." A registered charity, there fore, can only use its resou rces (for example, 
funds, personnel , and property) in two ways, whether inside or olltside Canada: 

• on activ ities undertaken by the organiz..:'ltion itself, that is to say, on its own activit ies 
(those which are directly under the charity 's control and superv ision and fo r which it is 
able to render itself fu ll y accountable for the funds expended); and 

• on gifts 10 qualified donees. 

Excepl where it gifts fu nds to a qualified donee, the eRA requires a charily to show that it 
e ffecti vely directs and actuall y controls the use o f its resources on an on·goi ng basis, including in 

I ~ For more informat ion on this topic, please consult our Guidance CG-OJ3 , Flilldroisi"g by Registered Charities, at 
hups:llwww.canada . c alenlr~venue-agcncv/serviccsfchar i t ics-!.!. i v in gichariticslpolicics-gu id .lJIce/fundraising­
registered-charit ies-gu id:mce.ht mi . 
Il A ·'qualified donce" means a donee defined in subsection 149 .1 ( t) of Ihe Act. 
I~ See section 3 below on third-pany receipting. 
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situat ions in which the charity carries out its activities th rough an intennediary .15 A nu mber o f 
Federa l Court of Appeal decisions have confirmed tha t a charity wo rki ng with an in temlediary 
must exe rcise all-go ing control over any activities cClITied ou t on its beha lf, and over the use o f 
its resources. 16 In parti cu lar, as noted in Canadian Magell David Adomfor Israel v. Canada 
(Minister oINalianal Revenue): 

[TJhe Minister is entilled 10 insisl 011 credible evidence Ihat the acf;vilies of a 
charitable OI'1{{lI1izaliol1 are. in./clel and law, activities being carried on by the 
charitable organizClI;on itself 

Simply fac ilitating the activities of another docs not constitutc direction and control- whether or 
not those activiti es may ;;advance" an organization's goals or purposes. Where a registered 
chari ty undertakes an activity through an inte rmediary, it must be able to: 

• substan tia te thai it has arranged for the conduct orlhat specific activ it y on its behalf, 
based on the fact that it will further the charity's charitable purposes, and after being 
satis fi ed that the intermediary is capable of conducting the act ivity on the charity's 
beha lf; and 

• demonstra te that it maintains direct ion and control over, and is fu lly acco untable for, that 
activity - supervising/directing, and making signi ficant decis ions in regard to, its co nduct 
on an o n-go ing basis. 

A registered charilY, therefore, cannot act as an intermediary for resources trans ferred to, or for 
amou nts used by, organizations that are not registel'ed Canadian charities or otherwise 
considered to be qual ifi ed donees. In other words, a registered charity may not merely act as a 
ehaImel o r conduit through which tax receipts arc prov ided for donations that are intended fo r the 
use of another organization to which a Canadian taxpayer could not make a gift and acquire tax 
reI ief. 17 

In order to meet the onus of establishing it has met the requirements orthe Act, a registered 
charity must keep books and records that wi!! provide a means of verify ing that its resources 
have been devoted to charitable activit ies carried on by ii, and I or to an entity that, at the ti me, 
was a qualifi ed donee. In pa rticu lar. a chari ty should ma intain copies of operating agreements , 
contracts and project repo rts, as well as all records tha t demonstrate the charity's internal 
dec i sion~making mechanisms , such as m inutes of board and execut ive meetings, copies of 

Lj For rurther in rorm3tion in this regard, see Ihe CRA's publ icatian CG-002, Canadian Rt:gistered C/Ulrilies 
CanJ'illg 0111 J/ c(ivifies Olllsitie COllatia, at Imps:l!w\\'\\'.canada.calcIl1rcvenuc ,10encv/SCl'viccS/ch<lrilies­
givj nglchari l ies/po l icics-~uid<lllc l!lguid;Jncc-OO.:!-calladiall-rcgi s t ercd -chari t ies-carrvin!!-aCli"ilics-OUISidc­

canada. hlm l, as well as CG -004. Using al/fmer/llediOJ)' 10 Carry Oll( a Charity's Activilies wifhill Cal/ada, avai lable 
at hi Ips:llwww.canada.ca/e!l!revelllie-agenc\.Iserv icestc harilies-givi nl! .ch<lrit ics/pol it ies-gu i dilUCe/US in!?,-
illiermed iarv-carrv-<l-c liar;1 vs-ac I i v i tics-IV ith i Il-ca Ilmla . hIm I. 
L6 See The Canadian Commiltee for fhe Tel Aviv F Ollndation v. Cmlllc/a (!L'lillislCI' of NariOllu/ Revenue) [2002] FCA 
72; Canadi(m Magen David Adom/or Israel v, Callada (Minisler a/National Revenue) [20021 FCA 323: and Bayil 
Leplelol v. Canada (Minisler of Nulic)/Ja/ Rel'e llue) [2006\ FCA 128. 
L1 Ibid. 
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relevant correspondence and communicat ions, 0verat ional policics and procedures, as we ll as 
source documents such as invoices and receipts . R 

The Organizat ion is invo lved in numerous projects conducted oLltside Canada. To carry ou t these 
projects, the Organizat ion collaborates with partners . The Organization claims that the projects 
are its own activ ities, and the panners are acti ng as intermediaries. 

In order to meet the definition of charitable organization under the Act, 19 the Organization is 
requi red to establi sh that it ma intains cont inued direction and control over the substantive 
charitab le activities that are ostens ibly being carried out on its behalf. In this regard , the 
existence of an arrangement wi th an intermediary, wri tten or otherwise, is not enough to prove 
that a chari ty meets the own activities test. The Organization must be able to show that the terms 
of any arrangement establish a real, on·going, active relationship with the intermediary,20 and are 
actually implemented. 

For the purposes of thi s audit, we se lected a sample group of31 projects conducted olltside 
Canada through panners21 for analysis (see Appendix A for our review of lhese projects). The 
documentation provided in support of these projects most frequently consisted of project 
proposals completed by the partner organizations and a writtcn agrecment. Our comprehensive 
review of all materials relating to these projects included these proposals, the written agreements, 
meet ing minutes, and emails, which evidenced the following: 

Project Proposals 
• The Organization created a project proposal template which it provides to its partners to 

complete; 
• The partners complete the project proposalH which usually include project stan and end 

dates, the name of the partner applying for fundi ng, and the cost of the project. The body 
of the' proposals generally describe the activities of the partners, not the Organization, 
including who the beneficiaries will be and what the funds will be used for; 

• The audi t also found that in some cases, the Organization apparent ly accepted and funded 
the partners' activities wi thout knowledge of any specifics or details related to the 
partner's activities, based on limited information supplied by the partner in its project 
proposal. 

II Subsection 284( t) of the Act states a " record" includes an account. an agreement, a book, a chart or table, a 
diagram, a form. an image. an invoice, a letter, a milp. a Illc111 orilndum , a plan. a return, a statement, a telegram, a 
voucher, and any othcr thing containing information, whether in writing or in any other fonn . 
19 "Charitable organizat ion" is defined in subsection 149. t (I) of the Act. 
!iI Sec. for example. The Calladian Commiffeejor Ihe Tel ;lvi" Foul/dation vs. Her Majesty Ihe Queell, 2002 rCA 72 

(Calladian Commillee jOl"/he Tel Aviv F ollndalion) al para. 30. 

21 For the pUllloses of the audit, the Organization provided an Excel spreadsheet. enlitled "HCl Projects 20 11 ~20 12 
and 2012~2013." A review of fhis spreadsheet revealed that the Organizalion had approximalely 150 diITercnt 
eartners. Our sample analysis was based on 3 I projecls, conducted outside Canada, by 3 I di rferent partners . 
• 2 During the audit interview, the Organization represented that il requcsts its partncrs to submit project proposals 
for activity fundi ng. The Organization will send its project proposal templale 10 its partners and request that they 
complete the template. The partners complete the project pruposal templales with information regarding their own 
activities, and return them to the Organization for funding. 
(Audit Interview, October 27, 2014. Question 4.1) 
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Wriuen Agreements (ag reemcnts) 
The audit fou nd that the agreements are deficient in that they do not contain: 

• a detai led descri ption of the activity, failing to document its exact nature, scope, and 
complexi ty. The agreements do Ilot speci fy exact ly what the acti vity invo lves, ho w it 
furthers the charitable purposes o f the Organ ization, and the chari table benefit it 
provides; 

• prov is ions outlining how the activ ity is 10 oc carried out by the partner organization on 
the O rganization's beha lf - se ttin g parameters and desc ribing the de li ve rables. 
milestones, and perfollnance benchmarks thaI arc 10 be measured and reported; 

• details as to how the Organization superv ises and monitors the activ ity, and the partn e r 
carrying out the activity, including the mechan isms that enable it to give instructions 
abo ut, have input into, and modify the nature or scope of. the ac tiv ity on an o n-goi ng 
basis· 2) and , 

• the s ignature of all parties, along with the date. ~~ 

In our op inion , the agreements fail to establi sh thai the Organization maintains continued 
direct ion and control over any substanti ve chari table acti vi ties of its partners, so as to make those 
activities the Organizatio n's own under Ih(.; Act. 

The eRA requi res Ihat a charity take all necessary measures to di rect and contro l the lise of it s 
resources when carrying out activ ities through an in termediary. When carrying out activi ties 
through an inlemlCdiary, the foll owing steps are strongly recolllmended: 

• a clt<lr, COJl lplctc , and de tail ed descri ption of the activity thut is to be conducted, how it 
furthers the charitable purposes of th e organ iza tion and how it is to be carried Ollt by the 
panner o n the organization' s behalf, including parameters, del ivcrables, milestones o r 
goa ls; 

• prov ision for rea l and effective monitoring and supervisio n or the activity, and the pa rt ner 
carrying on thc activity, with mechanisms for SOmeone accountable to the o rganization to 
give ins tructions about. have input into, and modify the nature or scope of, the activity on 
an on-go ing basis; 

• a requi rement for the organization to receivc regular, mcaningfu l reports as the act ivity 
progresses. To be meaningfuL report ing requi remen ts must speci fy issues to be covered, 
and when they must be submincd. to ensure the organiza ti on has the opportuni ty to make 
significant deci sions in regard to the conduct o r the activity on a timely and on-go ing 
basis; 

• provis ion that the organization will makc payments by insta lments based on confinna lion 
of reasonable progress and that the resou rces provided to date ha ve been applied to the 
specific activities outli ned in the agreement; 

• a provis ion for withdrawing or withho lding fun ds o r other resources at the Canadian 
charity' s di screti on; 

~J Although the Organizat ion showed some degree or monitoring over a few or its panner organizations by 
requesting and recei ving project progress I completion repons, it did not demonstrat e that it was the body making 
decisions and sCHing parameters rela ting LO the projects. 
~~ In some cases, agreements were signed after the Organizalion senl Ihe funds. See, for example, the 

  and   
 in Appendix A. 
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• a provision for maintaining adequate records at the charity 's address in Canada; 
• a provision for the Canad ian charity 's funds and property to be segregated from those of 

the agent and for the agent to keep separate books and records; and 
• the signature of all parties, along with the date. 

Moreover, the nature o f the relat ionship that is created betwcen the Organization and its partne rs 
ind icates that during the audit period, the Organization may have acted as a condui t and 
funne lled the funds for the benefit of its partners. 

In effect, even should each term of the agreements bc fu ll y implemented, based on the nature and 
tenns of the arrangements between the parties, once the Organization approves a project 
proposal, its invo lvement in, and authori ty over, the actual conduct of any activi ty is essentially 
limi ted to receiving such infonnation as might be conveyed by the partner. After-the-fac t 
reporting of actions already taken cannot be equated to act ive part ic ipat ion in the undertaking of 
act ivi ties. 

It is our pos ition that th is conclusion is supported by the faci that the audi t revea led no evidence 
of: 

• regular documented communicat ion or reporting25 bel ween any representative of the 
Organization and the partners relating to a substan tive charitable activity; 

• any actual organizational supervision, di recti on or cont ro l over substantive charitable 
activit ies. To the contraty, it would appear thaI the Organizat ion is not involved with this 
component of~n ~ct i vily in any way; and 

• in some instances, the Organization retai ns a 5% administrati ve fee fo r processing fund s. 
If these were the Organizat ion's own activities, it is unlikely it wou ld have removed 
funds from its own fund raising as admin istrat ive fces.~6 

In these circumstances, any activities clearl y remain those of the partner, and do not become the 
Organization's own in compliance wi th applicable lega l requirements. Rather, the arrangements 
between the Organization and its partners simply faci litates the abili ty of the partner to carry Qut 
the latter's activ ities. In the case of act ivities, the Organization does tbi s primarily by providing a 
way for non-qualified donees to receive fund ing while continuing to conduct their own activities. 

In its July 29, 20 15 letter, the Organization represented that it has "developed and adopted a 
Partnership (Agency) Agreement which detail s the subord ination and control mechanisms 
governing every approved instance offunding by He] for activiti es conduc ted abroad by a 
designated implementation partner." The Organization also attached to its letter the "Partnership 
(Agency) Agreement" document. It is our view thatlhis document appears to be a template 
agency agreement which essentially lays a lit the structure for the relationship between the 
Organization and its "agents." 

:u Although the Organization showed some degree of monitoring over a few of its partner organizations, it did not 
demonstrate that it was the body making decisions and sen ing parameters relating 10 the projects. 
~ See, for example, the , the  and the  

 analyses in Appendix D. 
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The template agency agreement supplied by the Organization contai ns severa l temlS and 
condi tions that are important to the establishment of direct ion and control. For example, there is 
a requirement for: 

• a di sbursement schedule with payments being based on confi rmation of reasonable 
progress; 

• reporting requirements by which the agent will provide '·financial and narrative repol1s" 
to the Organization; 

• provision for monitori ng and supervi sion of the activity; 
• the Organization to withdraw or withhold funds if the agent fai ls to comply with the 

agreement; and 
• a provision for the agent to provide books and records to the Organization's add ress in 

Canada. 

That being said , it is our position that essential contraclUal terms are lacking. Specifically, the 
agency agreement template provided generally lacks one or more of the followi ng: 

• a clea r, complete, and detailed description of the acti vi ties that are to be conducted by the 
agents, how they further the charitable purposes of the Organization and how they are to 
be carri ed out by the agents on the Organization· s behalf, including parameters, 
del iverables, milestones or goa ls;27 

• a deta il ed description of budgets and tilllclines fo r the activities; and 
• a provision for the Canadian charity"s funds and property to be segregated from those of 

the agent and for the agent to keep separate books and records. 

Other Documentation Provided 
We a lso note the Organization 's meeting minutes do not reflect any detailed discussions 
concern ing these projects. For example. there is no documentation to show the Organizat ion's 
leadership had discussions concerning: 

• se lecting which countries to work in; 
• the type of activiti es to undertake and how thc activities will be carried out; 
• the acti viti es overall goals; 
• who benefits from the activi ties (e.g. selection criteria I beneficiaries); 
• what goods and services the Organization will provide; 
• when the acti vi ties will begin and end; and 
• whi ch in termediary will carry out the ac ti vities on behalf of the Organization (e.g. panner 

se lect ion). 

The records do not demonstrate that tile Organization, rather than the partners, exercised 
decision-making au thority over the delivery or what is purportedly the Organizat ion 'S own 
activ ity . 

As noted above, the eRA se lected a sample group of 31 projects to review. Of these 31 projects, 
the Organization failed to demonstrate that 16 projects, which were conducted through 

H The Organization has not provided delailed descriplions of the activities the agcnis are carrying out. The 
Organization only provided a template version of tile agency agreement. 
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arrangements with its partners, were its own activities. 28 In this regard, it is the eRA's 
preli minary position that the Organization made a disbursement by way o r a gi ft , other than a gift 
made in the course or charitab le activities carried on by it, or to a donee that is a qualified donee 
at the time orlhe gift. 

In add ition to the above, the eRA found that ror the periods under audit, the Organization made 
gifts to non-qualified donees, as per the Qualified Donees Worksheet (fonn T1 236) attached to 
the Organ izat ion's fiscal yea r end 2013 Regislered Charily Injorll1(1/iol1 Return (T30 I 0). 

Based on the records we reviewed in the sample analysis and the Organization 's Qualified 
Donees Worksheet (fonn T I236), the Organization gi ft cd rcsources as follows: 

F o isc:tl period cnding March 31 , 2 12: 
Non-Qualified Donee Gift amount 

 $12,000 
 $55,000 

 $30,000 
 $27,000 

 $50,000 
Total 5 174,000 

!I Out of the 31 projects reviewed : 
-the Organ ization failcd to dcmonstrale thaI 16 projects, which were conducted through its partners organ izations, 
were its own activities (see Appendix A); 
- Ihe Organizat ion failed to maintain I provide books and records pertaining to 7 of these projects (see section 2 
below): and 
_ the Organization engaged in third-party receipting schemes with 6 partner organizations (see section 3 be low and 
Appendix 0 ). 
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Isca t peno en me I . d d' M I 112013 arc 1 " : 

Non-Qua lified Donee G ift amount 
 $30,000 

 $40,000 
 $26,000 

 $52,000 
 $32,500 
 $85,000 

 $30,000 
 $70,000 

 $49,556 
 $34,000 

 $51,284 
Or~anization 's Qualified Donees Wo ,·kshccl (form T12J6): 

 $5,500 
 $ 10,550 

 $45,000 
 $10.000 

Tota l $571,390 

Paragraph 149.1 (2)(c) of the Act .sta tes that the Minister may, in the manner described in sec tion 
168, re voke the registration of the Organization where it make.s a disbursement by way of a gift, 
o ther than a gift made (i) in the course of charitable ac tivities carried on by it, or (ii) to a donee 
that is a qua li fied donee at the time of the gift . 

In these circumslallces, subsecti ons \88.1(4) and (5) oflhe Act also provide for the levying of a 
penalty when a registered charity at a particular lime in a taxation year, confers on a person an 
undue benefit which includes amounts provided 10 non-qualified donees. 

As per paragraph 188.1 (4)(a), a registered charity thaI confers on a person an undue benefit may 
be subject to a penalty of 105% of lhc value of the bt:nefit. 

The undue benefi t penalty of 105% was calculated based on the 16 instances identified, as per 
Appendix A, and the Organizmion·s Qualified Donees Worksheet (fonn T1236) attached to its 
fiscal yea r end 2013 T30 I 0, whe re [he Organization gi fled funds to non-qualified donees. Given 
that the Organi7 .. mion undertakes Ilumerous projects through its partners, which were not 
included in our sample analysis, we believe thai these penallies could potentially be higher. 
However, based on our audit findings, the Orgnnizmion is liable 10 pay a pcnalty of $182,70029 

for fi scal year ending March 3 1,2012 and $599,960.10 for fiscal yea r ending March 31, 20 13. 

Foreign OUice ACfivifie.\' 

The issues relating to the legal requirement that a registered chari ty conduct its own charitable 
act ivit ies, which were identified in the con text oflhe Organ izalion"s partners above, apply 

2'1 Ca1cu laled as $174 ,000 X 105% 
]0 Calculated as $571,390 X 105% 
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equally to the Organization's activ ities conducted through its three foreign offices.)1 Specifically. 
we would expect the Organization to demonstrate lilat its alTangements with each of its fo re ig n 
offices establish direction and control over the acti vities being calTicd out by the fo reign offices. 
In our view, the Organization has not satisfied that OIlU S. 

It is our position that based on our review of a sample size amount of the project activity reports 
sent to the Organization by its three fo reign offices, the Organization docs not exerci se direction 
and control over most of the activities conducted by its three foreign offices. See Appendix: B for 
our analysis. 

On March 31, 2015, the CRA wrote to the Organizat ion requesting ·'a ll documen tation defini ng 
and govern ing the relationship be tween He! Canada and its overseas offices." On May 27, 201 5 
the Organization responded with a letter that included two sections and appendices relating to its 
relationship with its foreign offices. The Organization stated: 

I. "HCI always had a process in place that showed direct control and knowledge of th e 
organization structure, affiliation, personnel complement and operat ions of its 
overseas offices." 

II. "These offi ces act as 'agents' of HCI. As such they are fully subject to the direction , 
control, inspection, accounting and audits by HCI Headquartcrs and its Board of 
Directors. They are also required 10 submit progress reports, financial reports and 
audit statements." 

111. "Any proposal for project initiated by these agents are submitted to HCI headquarte rs 
for prior approval before any funds arc transferred to the sa id agen t. " 

I V. " HCI is in the process of formali zing a formal agency written agreement wi lh each of 
its forei gn intcnncdiaries." 

However, despite the Organizat ion's representations, the audit findings revealed the following; 
• the Organization did not demonslrate Ihal il had input into, guided or even participated in 

oIl-going decisions relating to many of its foreign office activities. Our analys is of the 
sample of project act ivily rcpons, submillcd 10 the Organization by its fo reign offices, 
appears to show, in some cases, after-the- fact descriptions of activi ties already completed 
by the forei gn offices; 

• the Organization did not provide any evidence to demonstrate its prior approva l of 
potential projects or any financial reports I audi t statements regarding the fore ign offices' 
activit ies; 

• the project activity report s submitted to the Organization were mostly deficient in 
practice in that they lacked the necessary detai ls for the Organization to demonstrate 
di rection and control; 

• no dup li cates of books, receipts, or invoices were retained by the Organization here in 
Canada; and 

• the repeated li se of identicall y-worded updates in the project activity report s demonstrates 
a disregard to provide timely and detailed informat ion on the activ it ies. 

)1 The Organization has Ihree foreign offices located in Beirut, Lebanon, Peshawar, I'akistan and in Hargeisa, 
Somaliland . 
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Accordi ngly, in our view, the actual relationship between the Organization and its fore ign offices 
is one in which the fom1er does not exercise direction and control over the ac tivities conducted 
by the foreign offices. 

As noted above, the Organization represented in its letter of May 27, 2015 that it was in the 
process of formalizing agency agreements with each of its foreign offi ces. Subsequent to this 
lett er, on July 29, 20 15, the Organization provided the CRA with three Memorandums of 
Understand ing (MOUs) that it put in place between it and it s forei gn offices. These MOUs (one 
for each forei gn office) essentially layout the framework for the relationship between the 
Organization and its ··sate ll ite foreign offices:' It is our view that these MOUs appear to be 
agency agreements between the Organization and the forei gn offices. 

The MOUs supplied by the Organiza tion eontn ins several tCllllS that are important to the 
es tablishment of direction and control. For example. there is a requirement for: 

• a di sbursement schedule with payments be ing based on confi rmation of reasonable 
progress; 

• reponing requirements by which the agent will provide ··flnancial and narrative reports" 
to the Organization in accordance with a fixed schedulc; 

• provision for rea l and effectivc moni toring and supervision of the activ ity; 
• the Organization to withdraw or withhold funds if the agent fails to comply wi th the 

agreement; and 
• a provision for Ihe agent to provide books and records to the Organizat ion's address in 

Canada. 

That being said , it is our position that essential contrac tual terms arc lac k.ing. Specifically, the 
agency agreements provided generally lack one or more of the fo llowing: 

• a clear, complete, and detailed description of" the activities tbat arc to be conducted by the 
agents, how they further the charitable puqx>ses of the Organi7.ati on and how they are to 
be carried out by the age nts on the Organization·s behalf, including parameters, 
deli verables, milestones or goals:32 

• a detailed description or budgets and timelines for the activit ies; and 
• a provision for the Canadian charity's funds and property to be segregated from those of 

the agent and for the agent to keep separate books and records. 

In these circumstances, it is our vicw that the Organization has fai led to estab li sh compliance 
wi th the legal requirements relnting to the condut.:t of activities. We would al so note that these 
find ing are consistent with the findings of our two previous audits from 1990 and 1996.)) Under 
the Act , when a registered charity fail s to maintain effective direction and control over resources 

n The Organ ization has not provided detailed descriptions of the activities the agcnts afC carrying out. The 
Organization on ly provided a template version of the agency agreements. 
lJ The Organization was previously audited for fiscal periods ending August 7, 1990 and March 3 1, 1996. These 
audits found that the Organ izat ion did not maintain adequate books and records to support its expenditure of funds 
to its foreign offices and a lack of evidence supportmg the Organizal ion 's ability to diree! and control its 
organizations. The non~compliance issues identified in both aJdits were commun icated verbally to 

who served as the  of the Organization until November 20 16 . 
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provided to a non-qualified donee, the resu lt is the same as gifting to a non~q ualili ed donee. As 
stated in subsection 149.1 (2)(c) of the Act, the Minister may, in the manner described in sect ion 
168, revoke the regi.stration of the Organizat ion. 

1.3 Absence of Due Diligence 

A registered charity should conduct meaningful and continuous due diligence on all aspects of its 
operations, including its partners in program de li very, in order to prevent the charit y'S resources 
from being used in a manner that wou ld contravene Canadian law and the charity's requirements 
for on-going registration. 

We would expect a Canadian organizat ion that carries olll operations intemationally -
particularly in concert with partner agenc ies in unstable and strife-tom regions of the world - to 
be in a very good posi ti on to be aware, from its own local knowledge and on-the-ground 
contacts, whether particular organizations active in the region are aligned or connected wi th 
groups that are engaged in activities that could resu lt in revoca tion of the organization's 
registration. 

Relating the above to the Organization, a majority of the programs are conducted outside Canada 
by foreign partner organizations. These foreign partners operate in a number o r countries, 
including Palestine, Lebanon, Arghanistan, Libya, Pakistan , <lnd Somalia. In recent years, the 
Organization has focused some effort on the delivery of aid in Syria and to Syri an refugees in 
ne ighbouring countries, including Turkey. We note that some of these countries are or have been 
invo lved in numerous struggles, including geopo litical issues, intra~state conflicts involving 
militias, terrorist and / or criminal organi za ti on~ and broader rcgiullal security concerns. 

Whi le we acknowledge that the Organization has written procedures for due diligence in Section 
42, Special Provisions - Exercise of "Due Diligence·· and Other Legislative Requirements, of the 
Organization'S By· Laws. our review of the Organization's actions in relation to these procedures 
found no supporting documentat ion to suggest tha! it implemented due diligence procedures in 
any meaningful way. 

The Organizat ion's records did not reveal any supporting documentat ion to indicate that the 
Organization conducted adequate due diligence and background checks on its current partners 
and I or potential new partners. The aud it did not lind any record of a committee or discussions 
of any kind in the meeting minutes regarding decisions with respect to poten ti al partners and due 
diligence procedures. In addition, for the partner organizations the CRA analysed as part of its 
sampling method, we round no completed questionnairesJ4 in the audit documentat ion, no record 
demonstrati ng discussions and verifications with local contacts and no documentat ion regarding 
infonnation on the potenti al partner, such as its work history. board of directors. and publicly 
available information with respect to the partner's activ ities and operations. As such, our audit 

H During the October 2014 audit interview, the Organization represented that it requests potential partners to 
complete a questionnaire and that the Organization establi shes a relationship with these new partners based on the 
answers provided in the questionnaire . The eRA then req uested, in its lettcr of March 3 1,20 I S, that thc 
Organization provide a copy of the questionnaire the Organization sends to potential implementing partners and if 
avai lable, copies of the completed question na ires fo r all the implemented partners used by the Organization during 
the audit period. Subsequently, on May 27. 2015, the Organization provided the eRA with a copy of the 
questionnaire. However, it did nOI provide copies of any completed questionnaires. 
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findings demonstrate that the Organization failed to adhere to its written procedures with respect 
to exercis ing due diligence. See Appendix C fo r our sample audit findings. 

In add ition, we note that the Organization·s written agreements include a provision that states the 
partner " [w]i ll use the funds in compliance with all app li cable anti-terrorist financing and asset 
eontrollaws and regulations." 

The CRA wo uld adv ise the Organization that a statemcnt / clause within a memorandum of 
understanding or agreement is not sufficient, in and of itse lf, to demonstrate due diligence. It is 
the respons ibility of the Canadian registered charity to take the necessary steps to establish, 
document and undertake policies and procedures to ensure that its resources arc 11 0t directly o r 
indi rect ly used to support terrorism as part of it s books and records. 

While there is no express due diligence requirement under the Act, all registered charities are 
expected to take the necessary steps to ensure compliance with the requirements for registratio n. 
Due di ligence measures are simply a matter of good governance practice that can , if 
consc ientio usly and genuinely implemented, serve to lessen the risk that a charity's resources 
will be used in a manner that could result in revocation of its registration . Registered charit ies 
should ensure that they have a good understanding of the background of their partners and 
ind ividuals, and their affiliat ions to other organ izations. There arc. of course, many resources 
publ icly available to charit ies, including some produced by the CRA, to help Canadian chariti es 
identify vu lnerabilities to terrori st abuse.) ) 

2. Failed to comply with or cont ra vened a ny of sections 230 to 231.5 of the Ad 

Subsection 230(2) of the Act requi res that every registered charity keep records and books of 
account36 at an address in Canada recorded with the Minister or dcsigmued by the Minister 
conta ining information in such fo rm as will enable thc Ivli nister to determine whether the re are 
any grounds fo r the revocation of its registration under the Act. Fa ilure to maintain proper books 
and records in accordance wi th the requirements of the Aet is itself sufficient reason to revoke an 
organizat ion's charitable status. J7 

J'I See for example, the following CRA publications: 
Guidance CG002 - Canadian Registered Chariti es Carrying OUI Activities Outside Canada, at 
hu ps:llw\\' w. ca nada. ca/cn!rc venue·a g.en e"/serv ic\?s/charil it's-g.! \' i II !!/c hari tics/pol i e ie g·gu idanee/ gu idanec-OO""l -
ea nad ian -reI.'. i stered-charit i CS-C:lrrv in" ·ael i vii it'S·Olll s idc-canad:!. 11 11111 ; 
Checklist for Charities on Avoiding Terrorist Abuse, at 
hUps:/ Iwww.canada.ea/eIl1revcnuc·agene .. lserviccs/ch<1rilles·g;\.in!! Ie han ties! c heck I i SIS-C haril ies/thee k I i 5t­
charit ics-o n-avoidi n\! · terrorist·abusc .htll1t and 
Charit ies in the International Contcxt, at 
IIttps:l/www.eanada.Calenfrewlllie-agenc\./serviees/eh:!!"itio;:s-.!i \. i n ~!c lIar;t ;cs/c Iml·; t ies-i lite mation;) I-context. hlm L 

J6 Subsection 248( 1) of the Aet defines il record in Ihe following Wily: .' 'record· includes (/11 tlcco llnl. all agreemelll, 
tI book, (I chari or IOble. 0 diagram. ajol"/II. 01'1 image. all inl'cice. {/Ieller. a map. a 1I11!1II0/"(lIItilllll. a pllll/. II relu/"I!. 
a Sialell/em. lI ldegr alll. a wJllcher, alld OilY oilier /hillg con/oinillS; il1jorll/o/ion. wllelhel' il1l1'l"ilil/g or il/ any orher 
JOI"III." 

37 College Rabbiniqllc de MUll/real Oir Hocfwim D'Tash v. Callada (Minister ojthe CUStOIllS Gild Revenue Agency). 
(2004) FCA 101; subsection 168(1) of thc Act . 
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Subsection 231.1 ( I) of the Act permi ts an authorized person to inspect, aud it , or exami ne the 
books and records of a taxpayer and any document of the taxpayer or of any other person that 
relates or may relate to the information that is or should be in the books or records oflhe 
taxpayer or to any amount payab le by the taxpayer under the Act. 

In order to meet tbis requirement , a charity lllUSt keep adequate books and records so that any 
official donation receipts that are issued, as well as income and expenses, can be verified. In 
addition. the Act req uires that a charity keep information that will allow the eRA to determine 
whether its activities continue to be charitable. This information should include. for example. 
minutes of meetings, correspondence. publicity brochures or advertisements. and detailed 
information regarding its charitable activities. 

The CRA policy relating to the maintenance of books and records is based on several decisions 
of the courts,J8 which have held, among other things, that: 

• It is the responsibility of a registered charity to demonstrate that its charitable status 
should not be revoked. J'l 

• A registered charity must maintain , and make available to the eRA at the time of an 
aud it, meaningful books and records, regardless of its size or resources. It is not sufficient 
10 supply the required books and records at some later date:1O 

• The failure to maintain proper books, records, and records of account in accordance with 
the requirements of the Act is itself sufficient reason to revoke an organization's 
charitable status.4l 

As outli ned below, the audit has ident ified a number of deficiencies where books and records 
were not provided and/or maintained, as such, the eRA was not able to verify income. expenses, 
and donations. 

2. 1 Activ ities outside Canada 

As noted above, the CRA selected a sample group of 31 projects to review in depth. or these 31 
projects reviewed, the Organization failed to maintain and I or provide books and records 
pertain ing to the following seven projects: 

3. See Joomiah AI Uloom Allslo/lliyyoh Onlorio II. Canada (NO/ianol Revenue) 20 16 FCA 49, and Oppar/lmilies for 
fhe Disabled FallndO/ian v. Canada (National Revenue) 20M IT A 9./ 
39 See The Canadian Commiucefor,he Tel Aviv FOlllldO/ion v. Canada (2002 FCA 72) 
-Ill See ibid. See also The Lord's Evollgelical Church of Delivel'ol1ce (lnd !'rayer afTarawa v. Canada. (2004) FCA 
397). 
~I See College Rubbiniqllc de Monfreal Oil' Hacl10im D'Tash v. Canada (Minister aJthe Customs and Revenue 
Agency), (2004) FCA 101. Also sec Opporlllllitiesfor,he Disabled FOlllldation v. Callac/o (MN R), (20 16) FCA 94 . 
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Partner organi za tion 
Date of fund Amoun t Activity· Transfer ID 

tra nsfer (CAD) 

 
  

43 January 23. 20 12 $57.739  
 

 February 3, 2013 1100,000 
  

 
 October 15, 20 12 $12.345   

October 18, 20 12 $26.820   

  
l ~ Janua ry 8. 2013 $97.911  

  
 

March 27, 2013 $4.500 
 

5  

 
November 21. 

 
 

2012 
$180.500 

)" 

The eRA has not been provided with support ing documentati on in order to effec tively review 
these activities. Therefore, the eRA is unable to uclcfmine whether or not thc$c activities cou ld 
be considered charitab le based on the info rmation provided. 

As pertains to  we note that Ihis organ i.ll:ltion appears to have a similar name to a 
Canadian regi stered charity.  As noted 
above, the Act requi res that a registered charity only use its rcsources in two ways, whether 
inside or outside Canada: 0 11 activities undertaken by the organization itselfand gifts to quali fied 
donces. 

Based on the information provided. the relationship between  and  is not 
clear. In order to meet the OIllIS of establishing it has met the req uircments of the Act, a 

~ ! Activity descript ion based "Schedule 6 - Revised IIC I Project!> 201t·20 12 and 2012-20 1)'·. which the 
Organization provided to the CRA on October 2), 2017. 
H It would appear that on January 23. 2012. the Organization sent a lump sum amount of$208.032 to ils Pakistan 
office, which then senl $57.73910  
~~ The Organizatio ll received an invoice. dated December 2 1. 2012. from  for mdical 
suppli es. The invoice p!"Ovidcs a description oflhc items anrl the item price. The invo ice amo unts to 74,554 GB P. 
The Organization transferred $97,911 to The eRA has not been provided with supporting 
documentat ion in order to encctivcly review this activity. No documentation was provided 10 support this wire 
payment to  other than the invoice. 
~ , Thi s appears to be the tirst time the Orgalli7Jllion entered inLO a funding arrangement with  However, the 
Organ ization provided no documenlation to support that it conducted research or exercised due d iligence before 
establishing this relationship Sec Appendix C for our due diligence findings . 
.1& While we acknowledge that  is a registered charity, we 
note thai the Organi7.3tion sent the funds 10  The Organization has not provided surticient books and 
records 10 demonstrate Ihal  was conducting activities 011 behalf of 
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registered charity must kee p books and reco rds thaI will provide a means of verifying that its 
resources have been devoted to charitable activities carried on by it, and / or to an ent ity that, at 
the time, was a qual ified donee. The Organ ization has not pro vided LIS with support ing 
documentation to determine if it gifted its resources to  or to a non·qualifi ed donee. 

In addit ion, duri ng the 20 14 audi t interview, the Organization represented that the books and 
records support ing the activities of its three fore ign oDices are mai ntained overseas. Although 
the Organizat ion represented that it could obtain the records, the Act req uires that every 
registered charity keep records and books of account at an address in Canada recorded with th e 
Minister or designated by the Minister con taini ng info rmation in sllch fo rm as will enable the 
Minister to determine whether there are any grounds for the revocat ion of its registration under 
the Act. 

2.2 Total Revenue (line 4700, 1'30 10) 

The Organization's reported total revenue fo r the 20 13 fi scal year-end cons isted of three reven ue 
streams47

: i) receipted gift s; ii) non· rcceipted gifts; and iii ) ·'misce ll aneous,·.48 Receipted and 
non-receipted gifts accoun ted for approx imately 99% of reported revenue, whereas 
miscellaneo us accounted for less than I % of Ihe reported lolal re venue, to account for ilems such 
as, renta l income, and investment income. 

The Organization provided the CRA wi th two separate data sets for Donors Lists49
, in sllpport of 

the amOllnts reported on its T30 I Os for the 201 2 and 201 3 fi sca l ycar·ends. After a review of the 
init ial data set, the e RA advised the Organization that there were la rge di screpancies with 
respect to tolal revenue, and the receipted and non-rece ipted gifts. The Organization attributed 
the discrepancy to a deferred revenue reporting method and provided the eRA wi th a new data 
set for the Donors Lists. The eRA was unable to reconcile either data set with the amounts 
reported on the Organization's T3010s. See appendix E for a deta iled analysis. 

It is the CRA's posit ion that the Organization fail ed to maintain or provide books and records to 
support its reported total revenue (li ne 4700). 

Il is our opinion that, fo r each of the reasons out lined above, the Organizat ion has failed to 
provide and / or maintain books and records as required in section 230 to 23 1.5 of the Act. Under 

~ 1 The Organization's total reponed revenue, per year-end 2013 T)OI 0 relurn: 
0/0 of 

Receipted Gift (line 4500) 
Non-receipted Gift (line 4530) 

"Miscellaneous" revenue (tines 4540 -

Amount ($) 

4,489,352 
5,450,743 

Rev. 

45.0% 
54.6% 
0.4% 

4655) _----;""3~8."" 7",S,----;-;;c;;n." 
Total re\'f IlU C - Reported (lin e 4700) ~~.;9".9"7"8.",2,,73,,=-=-,t ;:;OO:;;.,,O ·,,Y.;.. 

~. Named herein as "miscellaneous" revenue due to an immaterial amount involved ror capturing revenue line 
numbers from 4540 through 4650 in TJO tO retunl . 
~'The initial data set for Donors List was prov ided at the time of the commencement of the audi t as part of CRA 's 
books and records requcsts. Subsequently, the Organizati on provided a revised Donors List upon CRA 's request 
made on March 8, 20 t 7. 
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paragraph 168(1 )(e) of the Act, the Minister may revoke the registration of a charit y because it 
failed to comply with or co nt ravenes section 230 to 231.5 of the Ac!. 

3. Issued a receipt for- a gift or donation othenvise than in accol"dance wit h the Act and its 
Regu lations (Paragraph 168(1)(d) of tht Act and Reg ulations 3500 and 3501) 

The Act prov ides various requirements \\I·ith respect to the issuing of official do nation receipts by 
registe red chariti es. These requiremcnts arc con tained in Income Tax Regu latio ns 3500 and 350 1 
o f the Act and are described in some detail in Interpretation Bulletin IT411 oru, Ct(is and Official 
Donation Receiprs. A registered charity is in contravention of the Act and the Income Tax 
Regulations when it issues donation receipls Ihat contain inCO!Tcct, incomplete, or deliberate ly 
fal se information. 

The purpose of the regi stration scheme for charities under the Act is to ensure that only those 
organi za tions that are registered may provide official donation receipts. The integrity of the 
scheme is seriously breached when an unregistered organization 3nanges with a registered 
charity for the lise of the registered charity's registration num ber to provide tax relief for 
donat ions that are not made to th at registered charity, a practice known as third-party receipt ing. 
A registered charity may not issue receipts for giti s intended for another unregistered 
organization , or allow non-registered organizations to lise its charitab le registration !1l!mber. 

Reg istered chariti es must comply with the law, failing which penalties and / or suspensions may 
be applicable pursuant to sections 188.1 and / or 188.2 of the Act. These include suspension of 
the Organization 's aut hority to issue official donation receipts and suspension of its stat us as a 
"qualified donee." While the purpose of a sanction is to provide an a lLernative to revocat ion, 
notice may still be given of our intention to revoke the registration of an organization by issu ing 
a notice of intention to revoke in the manner dcscribed in subsect ion 168(1) of the Act. 

The audit findings reveal that the Organization appears to have engaged in third 4 party receipting 
schemes when it entered into funding arrangements with non 4 registered organizations . Based on 
the informatio n and doculllentation reviewed , it is our preliminary view that the Organization 
issued donation receipts for gifts not intended for the Organization as fo ll ows: 

F' , d d ' M h 31 2012 Isca peno en 111 0 j arc , 
Thi rd-party organization Amount or donation receipts issued 

 $41,436 
 $70,100 

 $10,000 
 $99,904 

Total $221 ,440 
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F' ' d d ' M h312013 Iscal perlO en 109 arc , 
Third-party organization Amount of donation receipts issued 

 $J9,671 
 $12,420 

 $18, 100 
   $8,010 

 $8,200 
Tota l $86,401 

The audi t fou nd that the Organization issued donation receipts for $221,440 in fisca l year ending 
March 3 1, 2012 and $86,40 I in fi scal year end ing March J I , 201 J as part of its thi rd-party 
receipting schemes. Please see Appendix D for our analysi s of these receipting arrangements. 

Furthermore, accord ing to subsection 188.1(9) of the Act , a registered charity that has been 
found to contravene the receipting req uirements of the Act by issuing receip ts on behalf of, or in 
the name of, another person, is li able to pay a penalty equa l to 125% of the eligib le amount 
stated on the receipt. As such, the Organization is liable to pay penalty amounts of$276,S0050 
for the fisca l year ending March J I , 20 12 and $108,00 151 for the fi sca l year ending March 31, 
2013. Please see Appendix D fo r the penalty calculations. 

In addi tion, as under subsection 188. 1(9) of the Act, given that the penalty amount exceeds 
$25,000, subsection 18S.2( I ) stipulates that a one-year suspension of the Organization 'S 
authorization to issue an official donation receipt must be ap plied. 

4. F:,i1ure to file a complete and accurate info"nwtion return 

Pursuant to subsect ion 149. 1 (14) of the Act, every registered charity must, within s ix months 
from the end of the charity's fiscal period (taxation year), without notice o r demand, file a T30 I 0 
with the appl icable schedules. It ;s the responsibility of the Organization to ensure thallhe 
information that is provided in its '1'3010, schedules and statements, is factual and complete in 
every respect. 

A charity must keep track orits expendi tures during the fiscal period in such a way that it is able 
10 give amounts that are reasonably accurate. A charity cannot arbitrarily allocate its reven ue and 
expenditures at the end of the fiscal period. It must be able tojustif"y its amounts. While the 
categories on the retum may not correspond exactly to the categories used by a charily to record 
its expenditures, we need to know how much the charity spent on these categories to detennine if 
it meets all of its requirements under the Act. A charity is not meeting its requi remenl lo fi le an 
Infomlalion RelUm if it fails to exerc ise duc care with respect to ensuring the accu racy thereof. 

Our findings rega rdi ng the Organization 's non-compliance with these requirements are as 
follows: 

)0 Calculated as $221 ,440 X t2 5% 
SI Calculated as $86,401 X 125% 
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4.1 Donations Received Amo unts - Receipted (line 4500) and Non-receipted (line 4530)' VE 13 

As illustrated under section 2.2 Tout! RevenUe! (lim! ./700. T30 10). abo ve, it is the CRA 's opinion 
that the Organizatio n fai led to accurately repOr1 rece iptcd and non-rece ipted donati ons amounts 
resulting in under-reported receipted donation and ove r-reported non-receiptcd donation.52 

4.2 Total Expendi tures o n Acti vities Outs ide Canada (l ine 200. Schedule 2) - VE 12 and 13 

The Organizatio n provided the C RA with two data sets to support the amoun t reported for 
acti vit ies outside Canada o n its T301 0s fo r the 2012 and 201 3 fi scal year-ends. The e RA was 
unable to reconcile ei ther da ta set with the amo unt repo rted on the Organization 's T30 10. 

The aud it findin gs wit h respect to the initial data pro vi ded by the Organizatio n round the 
following di screpancies between the T 30 10 and the financial statements: 

Vii: : 13 12 
Activities outside Canada - T3010 ( I) 8,388,9 18 6,447,22 1 

Acti viti es oll ts ide Canad<t - rS5) (2) 8,77 1,1 54 7.224,03 1 

Va ri anee [( 1 ) -( 2 ) J ...";<",3;:;;82",,2;;;;3,,,61..) -,(.,;.7",76;.:;,8;.;1..;;,0),-

When asked about the variances. the Orga ni za tion ind icated that ils reported Schedule 2 o f 
T3010 was "compi led from IICI's Detailed Projec t Sub-ledger GL. in an excel spreadsheet," 
w hich had contained a Illllnber of input errors, such as numbers en tered as tex t in Exce l, numeri c 
transposing errors; some inaccurate I incomplete amounts; and cerwin alllOlrn ts rel ating to 
payments marie to domes tic suppli ers for scrvi(.'cs or matcrial s re lated to the country projects not 
appearing in the Excel Schedule 2. 

With correctio ns to the a fo rementi oned dc fi ciencies above, the Organi zat ion submitted 
documents, entitled, Reconciliation ufT3010 Schedllle 210 Audited Financial Statements, fo r YE 
12 and 13, under the schedule numbers of Schcdu lc 7 and Schedule 5. respect ively, wh ich 
recorded revised amo unts for Acti vi ties outsidc Canada, p CI' Detai led Project GL. 

j2 Donations received comparison between T3010 and revised Donors List: 
Receipled Non-
( Ln 4500) it ecc ip red 

( til 4530) 
perT3010( 1) 4,489.352 5,450,743 

Donors LIst. Revised (2) _-:5""O,;,O~G':i,;,,2;;G __ -,,4~,7,,1~5''i;7;c37i-
Over/(U n d c r )- re po r [cd I ( I )-(2) I ~,;<"5.:.t7",,,07,,4,,) ___ ..;7.;;3,,S,;;;O,,O 6;;,. 

n The Schedule of Donations Disbursed, in the Noles 10 Fil/(lncm! Sla/emellfs. incl uded domeslic and the US 
projects. Hence, in order to arr ive at the overseas amount only, the amoullts anributable 10 Ihe domestic and the US 
proj ects were excluded in Ihe analysis. as fo llows: 

YE: J3 12 
FinanCIal Sralcrnenls 8,808.70S 7.292.796 

Less: Domestic & US Projects _-;;,:(3"7-;"S,,S~4~) _--;.;.<"68:c,,';76,,SC!-) 
Fi nan cia I Sta r cmc n IS- 0 vc rseas 0 n I)' ~=-"8,,, 7-,7,:;1 ,,,I ;:;5',-__ 7",2:;;2;;' :::,0,,30..' 
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A comparison between these rev ised amounts fo r Acti vities outside Canada and the T30 10 
indicated significant variances, as follows: 

YE: ~~1~3~ __ ~~12~~ 
Acti vi ties outside Canada - T3010 (\) 8,388,9 \8 6,447,22 I 

Acti viti es outside Canada - Revised, per Detail ed Project GLs~ (2) --,;S",9"00'2'O,0",2:c7:---'C6:;,7"4;:-S,,,7,,1,,,8,-­
Y a ri a nee I ( I )-(2) I ..;;( 5;,:1,;,3 ,~1O~9'4) __ ,l;(3:;:O;;;1 ,,;;4;:.9 7~) 

The Act requi res every registered charily to fil e an in fo rma tio n return and a publi c info nnalio n 
return for the year in prescri bed fann and containing prescri bed in fo rmation. 5

) The prescribed 
info rmation is that which is deemed by the prescri bed form, the Form T30 I 0 , Regislered Charily 
Info rmation Return. The Fonn T30 I a furth er req uires that an officer certify that the infonnatio n 
provided is, to the best of his knowledge, "correct, complcte and currcnt". A charitable 
organi zati on must provide the necessary and substantive in format ion required by the TJ O I 0, 
wh ich is rel ied on by the eRA in admi nistering the Act and made available to the public. s6 

By fa ili ng to pro vide the prescri bed info rmation, the Organizati on fa iled to file its returns as 
requi red by the Act fo r all fisca l periods under review.51 The errors in its books and accounts, 
along with the d isc repancies in the reporting of it s reve nues and expenses, have resul ted in the 
O rganizati on fili ng unreliable retu rns for the fi sca l pe riods end ing March 31,20 12 and March 
31,2013. 

It is the e RA 's position that the Organi zation has im properl y certified that it has fil ed returns 
that are correct and complete, and therefo re has nQl met the requ irement of the Act to file a 
prescribed information retu rn. Thi s constitut es su ffi cien t reason to revoke the Organization's 
status as a registered charity under paragraph \68( \ )(c) of the Act. 

Conclusion 

On the basis o f our audit fi nd ings, it is our preliminary view Ihat, for each oflhe reasons outli ned 
above, there are sufficient grou nds fo r the revocation of the Organization 's registration as a 
charity under subsecti on 168( I) the Act. 

The Organiza tion's options: 

No Respo nse 
You may choose not to respond. In thal case, the Director General of the Charities Directorate 
may give notice o f its intention to revoke the registration of the O rganizat ion by issuing a 
Notice o f Intention in the manner described in subsectio n 168( 1) of the Act . 

.\-I Act ivities outside Canada - Revised: 
YE: __ ~1 3~ ____ ~1 2~_ 

Preliminary tota l, per Deta iled Project 
GL 

8.952,704 6.845,089 

LESS: Domestic and US Projects (50 ,677) (96,371) 
Activities Outsid e Canada - R('v is('d -;;8"',9"'0::=2,'='0"',,0--;6':,7::, "8,"7::, 8::-

55 Ss. 149. 1 (14) and ( 15), 244( (6) and 248( I) "prescribed", of the Act. 
56 See Oppol'llmiliesfor the Disabled Foulldation v. Canada (Nar;ollal Revenue) 20 16 Fell 94 
51 See Eslate o/Lily Bullo/'dv Canada, 2004 Tee 294 at paras 39-40. 
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Response 

Should you choose to respond, please provide your written representations and any additional 
infonnation regarding the findings ou tl ined above wi thin 45 d:1YS from the date o f this letter. 
After consideri ng the represen tations submitted by the Organization, the Direc tor General of the 
C harities Directora te will decide on the appropriate course of action, which may include: 

• no compliance action necessary; 
• the issuance of an educati onal letter; 
• resolving these issues through the implementation of a Compliance Agreement ; 
• the appli cat ion o f penalties andlo r sLlspensions provided for in sections 188.1 and l or 

188.2 of the I\ct ; or 
• giving notice of it s intention Lo revoke the reg istration of the Organi zation by issuing a 

Notice of Intentio n in the manner described in subsec tion 168( I) of the Act. 

If you appoint a third party 10 represent you in tbis matte r, please send us a written authori zat ion 
naming the indi vidual and explici tly autho ri zi ng that individua l to discuss yo ur fil e with us. 

If you have any quest ions or require further inrormation or clarification, please do not hesitate to 
con tact me at the numbe r indicated below. 

YO

; '~
  

 
Charities Directorate 
Canada Revenue Agency 
Ottawa ON KIA OL5 

AUachmcnts: 

• Appendix A: l.ack of Direction and Contro l I Gifting to Non-Qualifi ed Donees 
• Append ix B: Lack of Direction and Control over the Organi7.alion·s fore ign offices 
• Appendix C: Due Dil igence Findings 
• Appendix D: Thi rd- Party Receipting 
• Appendix E: Total Revenue (line 4700, T301 0) - YE13 
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Appendix 0: Third-Party Receipting 

Audit Findings 
The aud it found that the Organization issued official receipts for gifts intended for 
non-quali fied donees. The Organization' s emails document that it entered into 
arrangements to ass ist non-qualified donees with their fundraising effort s in Canada by 
prov iding them with temporary receipt books I acknowledgement receipt books and 
subsequently issuing official donat ion rece ipts for gifts intended for the non-quali fied 
donees' own projects. It is apparent in various emails sent to the Organization, where the 
non-qualified donees are directing the Organization to " immediately" transfer funds to 
their accounts, that they felt entitled to these funds through prior arrangements. It is our 
view that the funds passed through the Organi zation ' s bank accounts in an attempt to 
obscure the actual recipient of the donations, which are not qualified donees. The 
following describes our findings. 

1.  

It is our view that the Organization is issuing donation receipts to donors who provide 
donations intended for the , a non ualified donee. The Organization's records 
indicate th at  (an  representative) has been given the aut hority to 
co llect funds on behal r of the Or nization, for  projects. For example, on 
July 19, 20 12, , the Organizat ion' s Executive Director at the time, 
wro te an email I to  stating the fo llowing: 

Please check the Jollowing authorization leller and let me /mow if it is OK. 

To whom it may concern 
This letter authorizes to collect funds on behalf of Human 
Concern International (Hef). Thesefunds will be collectedJor  

 for educational projects. AlIJuncls collected by  
 will be recorded properly and senllo Hel. HCf will be responsible 

Jor channelling the Junds to India and monitoring this project. fie f will also issue 
tax deductible receipts to donors who donate for this project. 

 was provided with the Organization'S acknowledgement receipts books in 
which he issues acknowledgement recei pts to donors who donate towards . He also 
deposits the co llected funds into the Organization 'S bank accounts and sends copies of 
the acknowledgement receipts to the Organization who then issues official donation 
receipts to the donors. For example: 

On February 18, 2012,  wrote an email 2 to the Organization stating the 
fo llowing: 

I The emai l, entitled " Letter of Authorization," was sent from email address  to 
emai l address . 
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/ have allached the donation 20 /1 list and the dates that I have deposited the 
money. , in 201 I, we cofiected $50, 416. I have sent yOlt eve,y Single 
bank slip and acknowledgement receipt. " ... "Please send me a new 
acknowledgement receipt book as soon as possible because mine is complete. 

The email contains two altachm~nts - one is a list of bank deposits and the corresponding 
date the deposits were made and the other is a list containing the names of donors, thei r 
addresses, and the amounts donated toward . 

Analysis or the Organization's fi scal year ending March J I, 201 2 (FY20 12) donation 
records show that most of the donors listed in the attachment to  
February 18,2012 emai l, received a donation rece ipt from the Organizat ion for their 
contributions to  through . In total, the Organization provided $4 1,436 in 
donation receipts for gifts intended for  in FY2012, 

On Augusl 27, 20 12, wrote an email3 to the Organization stat ing the 
following: 

I have completed lOa receiptJ. Today I am mailing oul the list of donations as 
well as the bank. depOSit slips. Allached is fhe lis/ of donors as well as the 
amOlinis ... Also can you send one more receipt book asap ... 

The email contains an attachment which provides cash deposit dates and a list of donor 
names, their addresses, and the amounts donated toward . 

Analysis of the Organization's fisca l year ending March 31, 2013 (FY20 13) donation 
records show that most of the donors in the attachment referred to above received 
donation receipts [rom the Organization for their contributions to  through  

 The Organization provided $38,986 in donation receipts for gifts intended for 
 in FY20I J. 

In another emaiI4. datedNovember 30.2012.  states that he has «attached the 
final deposit and calculations for 2012. If any more donations come in Oecember, r will 
send it." The email includes an attachment which contains a copy ofa bank deposit slip 
for $685 and a list of donor names, address and the amounts donated to . 

Analysis of the Organization 's FY201 3 donation records show that most of the donors 
listed in the attachment to  November 30, 2012 email received donation 
receipts from the Organizat ion for thei r contributions to  channelled through 

~ The ema il, entitled " ," was sent from email address  to the 
fo llowing email addresses: and 

. 
1 The email, enlitled "List o f Donations," was sent from emai l address  to the 
rollowing email addresses:  and 

 
4 The email, entitled "Final Donations: 2012," was sent from emai l address tothe 
email addresses and 
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. The Organization provided $685 in donation receipts for gifts intended for 
 in FY2013. 

In total, for FY2013, the Organization provided $39,67 1 in donation receipts for gifts 
intended for . 

Once the funds are deposi ted by , he instructs the Organization to transfer the 
funds over to . For example, on June 5, 2011,  sent an emai ls to the 
Organization where he summarizes the funds that he has raised and requests that the 
Organi7..8tion send all re maining fund s to India. 

Simi larl y, the Organization rece ived an email6 from  on March 3, 20 12, where 
he requests that the Organ i7.3ti on transfer $ 10,000 to  "by thi s week," and requests a 
new set of receipt books for hi s 20 12 fund rais ing efforts. 

On August 27, 20 12, the Organizat ion received an email 7 from  informing 
them that he has completed a number of receipts and requests a new receipt book from 
the Organization. He also info rms the Organization that $15,000 needs to be sent to  
"as soon as possible."  responds to  on 
August 28, 2012s stating "as soon the deposit slips and acknowledgement receipts arc 
rece ived by us, we will channel $ 15,000 to India." 

As outlined above, the audit fi ndings show that the Organization has entered into a third­
party recl:ipting arrangement with  and .  has been 
autho rized to fundraise for  and issues acknowledgment receipts to donors, who 
then rece ive officia l donation receipts from the Organizat ion. 

In summary, the audit revealed that the Organizati on issued donat ion receipts fo r gifts 
intended for  in the amounts of $4 1 ,436 for FY20 12 and $39,67 1 in FY2013. 

2. 9 

It appears that  projects are funded with the help of the Organization.  
own documentation states that  " raise[s] funds using Human Concern 

) The emai l, entitled " " was sent from emai l address tothe 
fo l r owing emai r addresses:  , 

and . 
6 The email, enlit led "FW: ," was sent from email address  
10 the fo llowing emai l addresses: and 

. 
7 The emai l, enli tled "List o f Donations," was sent from email address  10 the 
following emai l addresses: , gand 

 . 
• The e mail, entitled ·'Ust of Donations,'· was sent from email address  to ema il 
address . 
9.1 t appears that the Organization uses the fo llowing acronyms to refer 10 the  

: . 
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Internationals (HCI) charitab le number and we deposit all fu nds to HCI."  is not a 
quali fied donee. 

For example, Mr. , President of , sent an emai l'o to the 
Organization on February 1,201 1, stating the following: 

 is velY happy to establish direct partnership with HCI. our past 3 years 
experience with HC} has been very positive and I am sure that this will even 
strengthen Ollr cooperation and communication. This will also enable to run our 
assistance programs in Somali more effective and reach those in need in (ime. 
Please find auached the requested documents andleel free (0 contacl me if you 
have more questions. 

The anachments to Mr.  email include the fo llowing doc umen ts: 
• Banking and Address.doc 
• By law  
• Revenue Canada - Business Number.doc 
• .doc 
• Registration.doc 
• Organizational detail s.doc 

The document, ent itled "Organizational detail s," states the fo llowing under the "Funding 
support for sources" heading: 

Our funding come~ifrom conrinuousfundraising effort of  volunteers in 
Canada and the Somali Diaspora around the world. Canadian and American 
donations go exclusively through I-hllllan Concern International. 

In addition, and as noted above, in the same document, under the "Auditors and Audited 
statements" head ing, it states that  " raise[s] funds using Human Concern 
Internationals (HCI) chari table number and we deposit all funds to HCI." 

Moreover,  donation page on its website states " to donate now please go to our 
partners website HCI. ,, 11 

According to the infonnation and documentation provided during the audit, when  
receives donations from donors, it deposits the donations into the Organizat ion's bank 
accounts. The Organizat ion then provides offi cial donation receipts to the donors and 
then, at  request, transfers a lump sum amount to  in support of its 
projects in Somalia. See the fo llowing examples. 

On September 12, 201 1, Mr.  sent an email12 to the Organization stating 
that he has deposited the fo llowing funds: 

1(\ The email, entitled "  documents," was sent fro m emai l address  10 

email addresses  and . 
II  website. Donate_  (Accessed 20 IS-01-t6) 
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o Seplember 7,2011 ,$4,8 10.00 
o Seplember 10,20 I I , $ 1,826.00 
o Seplember 12, 20 II , $3,1 91.50 
o Seplember 12, 20 II , $5,000 

For a 10lal of$14,827.50 

Si milarl y, on September 15, 20 11, Mr.  sends an email lJ to the 
Organization stating that the fo llowing funds have been deposited: 

I. Seplember 13, $5,000 
2. Seplember 14, $770 

In the same email , he also states that " the total deposit fund from September 07 to 
Seplember 15 is 14,827.50 + $5,770.00 = $20,597.00." 

The attachment to hi s emai l includes a copy ora bank deposit slip for $770 into the 
Organization ' s bank account. 

In another email I;" dated December 20, 20 1 I, Mr.  infomls the 
Organization that  raised a total 0[$ 14,150 and thaI they deposited $10,640 into 
the Organization's bank account. The email contains a copy of the bank deposi t slip for 
$10,640. 

On May 1, 2012, Mr.  sent an email ls to the Organization stating the 
following: 

Please find aI/ached a deposit slip fi'om today of S20.020. 00. With the deposit of 
5 11,135.00 earlier, the fotal amount;s $31, /55.00 in the months a/March to 
May. We will continue Ihefimdraising and hope 10 be able lofimd mOSI of our 
programs in Somalia. Once again (hanks for your slipport and cooperation. we 
reallyappreciGled. 

The email contains an attachment which is a copy o r a bank deposit slip for $ 13,500 USD 
and $6,520 CAD into the Organization ' s bank accoun ts. 

12 The email, entitled " Funds deposited," was sent from email address tothe 
fo llowing email addresses: , and 

. 
13 The email, entitled "FW: Funds deposited," was sent from email address  
to the fol lowing email addresses:   and 

. 
I~ The email, enti tled "RE: Funds deposited," was senl from email address  
10 email address . 
1$ The email, entitled "March -May 2012 deposits," was sent from email address 

to the following emai l addresses: . 
and . 
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Once funds arc deposi ted into the Organization's bank account,  then requests the 
Organization to transfer the funds towards  projects in Somalia. For example, on 
May 24, 2012, Mr.  sent an email 16 to the Organization stat ing the 
fo llowing: 

I have deposited $5,000.00 dollars today, and there was around $6,000.00 dollars 
on the Hel online deposit, fhat makes a total amount 0/$42,155.00. As agreed 
during our {as/teleconference, I would like to request lhe release 0/50% o/Ihe 
lotaf budget for our projects; lhe ongoing, the construction of the  

 compass and enhancing the rural area schools. The/lind needs 
now is as follows: 

S45. 000. 00 for  
S/5. 000. 00 for the ongoing projects and 
$} 4,500,00 for enhancing (he rural area schools. 
$770.00 Jar the goalS slaugh/ered as directed by Ka/eem. 

The tota/fundforthis phase is $75.190.00. 

On May 24, 2012, the Organization responds, via email 17
, to Mr,  and 

states: "We wi ll send all the funds requested, plus an add itional $4,730 for the new 
education initiat ives to round it up to a total of$80,OOO, If you can, please provide the 
remai ning $4,370 fo r that project." 

On May 24, 2012, the Organization transfe rred $80,000 to . 

According to the infonnalion and documentation rece ived duri ng the audit, when  
receives donations from donors, it provides acknowledgment rece ipts to the donors who 
then receive an official donati on receipt from the Organization. For example, on 
November 14,2012, Mr.  sent an emai l l

! to the Organ ization stati ng that 
he has attached receipts for April and Jul y. In the alt3chment to hi s emai l, there are copies 
of four donation acknowledgment rece ipts, which total $12,420. 

An analys is of the Organization' s FY20 13 donation records show that the donors, who 
received acknowledgement rece ipts noted above, received official donat ion receipts from 
the Organization for their contributions to . Based on the records provided, the 
audit revealed that the Organization issued $12,420 in donation receipts for gifts intended 
for  in FY2013. 

t, The emait, entitled ·'Fund release," was sent from email address  to the 
fo tlowing email addresses: , and 

 
t1 The email , entit led ·'RE: Fund re lease," was sent from email address  to email 
address . 
" The email, entitled ·' receipt," was senl from emai l address  to email 
address . 
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Moreover, and as noted in Appendix a, the Organ ization's East Africa Offi ce activities 
are mai nly conducted by . Although we acknowledge that the Organizat ion 
monitored some of  activities through on·site visits and rece ived detai led rcports 
from . it is our view that the site visi ts and reporting on  activi ties are 
done in an effort to obfuscate the true nature of the transaction; namely. that the 
Organizat ion issued donat ion receipts for funds intended for . 

3.  

It appears the Organization is issuing donation receipts to donors who provide donations 
intended for the , a non·quali fied donee. 

Mr.  is the Secretary General of the  l9 and Mr.  
is "closely assoc iated" with the . On September 24. 20 14. Mr.  

 sent an emai l20 to Ms. , who was a new employee for the Organization 
at the time, stat ing the fo llowing: 

I am  fro m Calgary and 1 am closely associated wilh  
. 1 fly and raisefundsfor needy children in Kenya for luilion 

fees and matters relating to betterment of educalional facililies. Most oj Ih efumls 
I remillo lIe l by year elld except one cheque that will come directly from 

 in the amOllnt 0/510.000 duril1g October/November of this year. 
I am in the process of sending afew cheques in coming weeks. I always send willt 
complele details of dOIlQrl' 1U,,"es alld addresses. Ollly forward / tlllds to  
ollce I aUllw rize the trallsfer as il becomes easier 10 recollcile lite remillallces. 
[emphasis added] 

Mr.  email appears to show that he receives funding from donors, deposits 
the fu nding into the Organizat ion's bank accounts, provides donor infonnation to the 
Organization for the issuance of donat ion receipts and then, requests that the 
Organization transfer the funds to the . The foHowing examples 
furthe r illustrate this arrangement. 

On August 8, 2011, Mr.  sent an email21 to the Organization stating that he is 
forwarding cheques from two donors which amount to $3,000. 

On November 2, 201 1, Mr.  scnt an email 22 to the Organizati on staling: " I am 
forwarding the final list of donors. My letter is self-ex planatory. When all the funds are 
received please let me know and you can then fo rward all the funds at one go." 

19 . Annual AClivilies Report 20 11 . 
 

20 The email, entitled " ," was sent from email address 
a tocmailaddress  

21 The email, enti tled "Remit to HCl.doc," was sent from emai l address  to cmail 
address . 
22 The email , entit led "He l 20 I I fina i lisl of donors.x ls," was sent fro m cmail address 

atoemai l address . 
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The attachment to thi s email contains an Excel document, which is dated 
November 2,201 1, and provides a li st of donors, their addresses and the amounts 
donated. The document states that "this is the final list of donors for  
for the year 20 II." The list includes a donation of $60,000 from . 

On December 6, 20 II sent an emai l2J to Mr.  stating that 
they received the $60,000 cheque from  and that it was deposited into the 
Organizat ion' s bank account. also states that the Organization will 
channel all funds as one wire transfer. presumably to the . 

An analysis of the Organization'S FY20 12 donation records show that the donors, who 
were recorded in the Excel document referenced above, received offic ial donation 
receipts from the Organization for their contributions to the . 
Based on the records provided. the aud it revealed that the Organi7..ation issued $70, I 00 in 
do nation receipts for gifts intended for the , a non-qualified dance, in 
FY2012. 

On December 14,2012, Mr.  scnt an emai l24 to the Organization stating that 
he is enclosing the fina l list of funds collected in 2012 for the . The 
email contains an attachment , which is an Excel document that provides a list of donors, 
their addresses and the amounts donated. The Excel document is titled "  

 Donors List for the Year 2012." The list of donations amounts to 
$83, 100 which is thc same amount the Organization transferred to the  

 on December 21, 2012. 

We also note that the Organization received a project proposa l from the  
 for the $83,1 00, which is dated 20 12. The proposal includes a description of 

the project which, in summary, states that the funding will be used to provide school 
bursaries to poor and needy students in Kenya. The Organization also provided a copy of 
a wri Lten agreement for the funds ($83,100) which was signed by both parties on 
December 20, 20 12. It is our view thatlhe Organization provided the CRA with the 
project proposaJ and written agreement in an attempt to make it appear as if the  

 was undertaking activiti es on behalf of the Organizat ion. However, these 
documents do not demonstrate that the Organi7..ation effectively authorized, controlled, 
and monitored the project. Rather, the documentation appears to be maintained and 
prov ided in an effort to obfuscate the true nature of the transaction; namely, that the 
Organization issued donation receipts fo r funds intended for the . 

In addition, it also appears that the Organization retains a 5% administrati ve fee for 
processing the funds for the . In an emai l,2s dated January 25, 2012, 

II The email , entitled "He 12011 change to final list of do nors. XIS," was senl from email address 
loemail address  

!~ The email, entitled  20 t2 donalions.x lsx," was sent from email address  10 

email address . 
!} The email. enlitled " RE: Hel 20 t I change 10 finailisl of donors," was sent from email address 

lo email addresses  and . 
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the Organizat ion advises the  of the fo llowing: "We will be sending 
the full amount of$74,800 but would like to advise you that for all following transfers, 
Hel will be taking off 5% to cover the administration costs of channelling the funds." 

An analys is of the Organization's FY20 13 donat ion records show that some donors, who 
were recorded in the Excel document referenced above in the December 14,20 12 email 
from , rece ived offic ial donat ion receipts from the Organization for thei r 
contri butions to the . The donation receipts they received matched to 
the amounts listed in the Excel document. Based on the records provided, the audit 
revealed that the Organization issued $ 18, I 00 in donation receipts for gifts intended for 
the  in FY2013. 

In summary, the audit revealed that the Organization issued donat ion receipts for gi fts 
intended fo r the  in the amounts of$70,100 for FY20 12 and $18, 100 
in FY2013. 

4.  

Il is our view that the Organization is issuing donation receipts to donors who provide 
donations intended for , a non-qualified donee. According to the information and 
documentation provided during the audit, when  receives donations from its 
donors, it depos its the funds in to the Organization's bank accounts. The Organization 
then prov ides offic ial donation receipts to the donors and, at  request, transfers 
lht: funds to . The following examples further ill ustrate this arrangement. 

Mr.  appears to be affi liated to  For example, in one written 
agreement between the Organization and , Mr.  is identified as 
the President of  In another wri tten agreement, he is identitied as the " finance 
director." 

On July 22, 201 1, Mr.  sent an email26 to the Organization stating 
"please fi nd the last 2 deposit of  fund in your account." 

Attachments to the email incl ude a copy of two bank deposit slips, one fo r $15,185 
deposited on July 2 1, 20 II and the other fo r $1,810, deposited on J uly 9, 20 I I. 

On September 14, 20 II , Mr.  sent an emai l27 to the Organization 
stating that he has auached the depos it slip fo r $26,255 which was deposited into the 
Organizat ion's bank account. The ahachment to the email includes a copy of the bank 
deposit sli p of$26,255, dated September 8, 20 11 . ln add it ion, Mr.  also 
states in the email that  is current ly operating out of a rented property and that it 
has decided to purchase land and construct a building. He states that the new land wi ll 

:!6 The email, entitled " RE: - Fund Deposit," was sent from emai l address  
to ema il address . 
n The email, entitled "New commitment for to purchase the land," was sent from email address 

 10 ema il address . 
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cost approximately $30,000 and that he has attached a draft commitment letter for the 
Organization's approvaL He states that the Organization should sign and mail thi s 
document back to him and that he will send the Organization a project proposal once the 
letter is approved by the "NGO affairs bureau." 

On September 16,20 11 , the Organization sent an email28 to Mr.  
stating that  has signed the commitment letter and also that " thi s 
commitment will be val id only when you channe l the amount $30,000 for our 
commitment to us." The attachment to the Organization's email includes a copy of the 
signed commitment letter. 

On September 30, 20 11 , Mr. an sent an email29 to the Organization 
stating that the "NGO affairs bureau" approved the commitment letter for the $30,000 to 
purchase land. He also states that U[a]s per my knowledge, you shou ld have that fund in 
our account. If not, please let me know how much we owe you and we will deposit it on 
your account next week." 

On October I, 20 11 , responds, via email /o to Mr.  
stat ing that Ms. , the Organization's at the 
lime, wi ll send him an agreement to sign and that the Organization will channel the total 
funds  has remai ning with the Organization. a lso states that 
they will send $30,000 but will get back any extra funds needed to cover the 
Organization 's 5% administrative costs. As such, it appears that the Organization retains 
an administrative fee fo r processing the funds lor . 

On October 3, 20 11, Ms.  sent an emai l)1 10 Mr.  stating 
that she has anachcd the agreement; however, she does not know the projec t details 
without the proposal. 

Mr.  responds to her email 32 on October 3, 2011 , stating that the funds 
are for the purchase of the land. He also attached a copy of the signed agreement to his 
email. 

On November 25, 201 1, Mr.  sent an email)) to the Organization stating 
that he has attached the land registration deed for the Organization' s released fund of 
$29,500 in September 20 11. The attachment to the email includes a copy of the deed. 

21 The email, enlitled '"New comm itment for  to purchase Ihe land," was scm from email address 
to email address  

29 The emai l, entitled "Fund release for ," was sent from 
email address to email address . 
)0 The email , entitled "Fund release for ," was sent from 
emai l address  to email address  
3 1 The email entitled " RE: Fund release for ," was sent 
from ema il address  to emai l address . 
J! The emai l, entitled " RE: Fund release for ," was sent 
from email address  to email address  
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On December 4, 20 11 , a donor sent an emaill4 to Mr.  asking for hi s 
"  receipt fo r taxation purpose." Mr.  

 repl ies on the same day ask ing the donor to provide his home address to mail the 
receipt. The donor replies with hi s home address and states that he has given three 
donations va lued at $360, $1,000 and $360. Mr.  then forwards the 
cmailto the OrganizationlS requesting the Organizat ion to "mail his tax receipt" at the 
address given. 

On r ebruary 8, 20 12, Mr.  sen t an emailJ6 to the Organization stating 
"we are running out of HCI receipt book and deposit book. Could you please mail us 10 
receipt book and 2 deposit book at the following address .. . " In the same emai l, 
Mr. han has attached a copy ofa bank deposit slip for $370 and states that 
it is for receipt number 27261 and a copy o f another bank deposit slip for a $1 ,000 
donat ion. 

On July 11 , 201 2, Mr.  sent an emai lJ1 to the Organization stating the 
followi ng " Please find auached credit card payment at  annual fund rai sing 
dinner, July 7/2012 ... " The attachments include completed donation pledges from 
various dono rs. 

The donation pledge templates state that the donor: "authorizes my financial institution to 
transfer $XXX from my account to  partner, 
Human Concern Internat ional, Canada beginning date xxx. J have attached a vo id check 
or cred il card info with thi s pledge form ." 

On November 23, 20 12, Mr.  sent an email)8 to the Organization stating 
that he has anached two deposit slips and an auto withdrawal of credit card. The 
attachments to hi s email include: a copy of bank deposit slips of$3,460 and $3,810, both 
dated September 6, 2012, a copy of a bank deposit s li p of $2,000, dated October II , 
2012, the Organizat ion's completed acknowledgement donation rece ipts and donation 
pledges. As noted above, the donation pledges state that the donations will go to the 

Jl The email , entitled ·'  repon for your fund released on Sept 20 I I," was sent from email 
address ioemail addresses and 

 
~ The email, entitled " " was sent from email address lo emai l 

address . 
JS The email, entitled " RE: ," was sent from emai l address  to 
the following email addresses:  , and 

. 
}6 The email, entitled " Donation update from " was sent from email address 

 10 emai l address . 
37 The email, entitled " ," was sent from email address to the 
fo llowing email addresses: , and 

 
31 The email, entitled "RE:  Fund balance at He l on Nov.22, 20 12," was sent from emai l address 

to the rollowing email addresses:  
!.  and . 
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Organization. As per the acknowledgement donation receipts, mosl of them state Ihat lhe 
donation is for " " Subsequently. on November 26, 20 12, the Organization 
transferred $39,000 to . 

An analysis of the Organizat ion' s FY20 13 donation records show that the do nors who 
received ac knowledgement receipts from   received official donation rece ipts 
from the Organization for their contributions to . In FY20 13, the Organization 
issued $8,0 10 in donation receipts for gifts intended for . 

In addition to the above, we also note that  donation webpage links to the 
Organizat ion's website fo r credit card donations.J9 

Given the above, it appears that the Organization has entered into a thi rd·party receipting 
scheme wi th  by issuing donation receipts to donors who provide donations 
intended for  

5.  

It appears that the Organization is also facilitating gifts to  and issuing donation 
receipts to donors who provide donat ions intended for .  is not a qualified 
donce. It appears that  co llects funds from donors for its programs, issues 
ack nowledgement receipts to the donors, deposits the funds co llected into the 
Organization' s bank accounts, and then requests that the Organizat ion transfer the funds 
to  The fo llowing examples from the audit evidt::nct: our position. 

Mr.  appears to be the Canadian representat ive for .4o On 
February 11, 2012, Mr.  sent an email41 to the Organization stati ng the 
following: 

I am sending herewith three receipts/or the total amount 0/$10.000 received/or 
 rural projects. I am also /onll arding  3 receipts 0/ deposits 0/ 

$/0,000 in He l accounts. Kindly sendfull amount af once $10,000 directly to 
 bank account/or the rural project ASA P. 

The emai l contains attachments that include copies of bank deposit slips, which were 
deposi ted into the Organization's bank account. The deposits are as fo llows: 

• January 17, 2012 
• January2 1,2012 
• January 26, 20 12 

TOlal 

$3,300 
$3,900 
$2,800 

$IQ,OOO 

J9  website. Collaborators.  (Accessed January 17. 20 18) 
40 The written agreements between the Organization and identify Mr.  as Ihe Canad ian 
representative for . He is the signatory for  on the agreements. 
~ I The emai l. entitled " Re: ," was sent from emai l address  
to email addresses  and . 
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The emai l also contains another attachment which includes a copy of three donation 
acknowledgement receipts for donations made to the Organization. The "comments" box 
on the acknowledgement receipts for all three states " ." The three 
acknowledgement rece ipts total $10,000. 

An analysis of the Organization' s FY2012 donation receipt records show that the donors. 
who were given donation acknowledgement receipts referenced above, received official 
do nation receipts from the Organization for thei r contributions to . The 
acknowledgement receipt numbers matched to the donation receipts listed in the 
Organization's receipting database. Based on the records provided, the aud it revealed tha t 
the Organization issued S10,000 in donation receipts for gi fts intended for  in 
FY20 12. 

On February 17,2012, Ms.  sent an email42 to Mr. stat ing that 
the Organization has sent the $ 10,000 as requested plus an add itional $4,000 for the 
month of March to . The attachment to her email includes the  
outgoing payment transfer for $14,000 to , sent on February 17,20 12. 

We would a lso comment that the written agreements between the Organization and 
 all include the following statement, albeit the time period is different: 

For its part. flel agrees /0 make available /0  CS4, 000 per month/or a 
lime period uJ November 2012, through October 201 J TIle mon/hly transfer is 
COil/ingell/upon deposits made /0 He l /or obligatio" . (emphasis added) 

Given tbe above, it appears that the Organization is facilitat ing gifts to a non-qualified 
dance and issuing donation receipts to donors who provide donat ions intended for 

 

6.  

Based on our review of the Organization's records, it appears that Mr.  is 
collecting funds fo r  projects, depositing the funds into the Organization's bank 
accounts and the Organization is then issuing donation receipts to donors who provided 
fund s intended for  projects. In some instances, the funds are referred to as "credit 
balances" presumably to mean that the Organi zation is hold ing the funds designated for 

 projects. 

Mr.  is recorded on the Organization's listi ng at Corporations Canada as 
one of the Organization 's directors. FurthemlOre, the Organization's current website lists 
him as a direc tor. In addi tion to his role with the Organization, Mr.  appears to 

42 The email, entitled "FW: Scanned image from  was sent from email address 
gtoemail addressi . 
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also be the president of the  
( )4l 

On February 6, 201 2, Mr. , identified as " HCI - Accounting" sent an 
email44 to Mr.  stating the fo llowing: 

I am allachingfor your review fwO lists. The first excel list is the list of deposits 
made by you since July 201 J ... Please review this list for completeness and 
accuracy. That is please review that the list of deposits is complete and thai the 
f und allocation is as per what you wanled. The challenge here was that you senl 
us a list of deposits and corresponding date however the lund allocation was not 
clarified at the lime of deposit. therefore if upon your review there are deposits 
which must be re-alfocated kindly let me know and! will make the 
adjustment. The second list is the list a/donors and their respective donation and 
allocation. This list corresponds 10 the acknowledgement receipt book and word 
documenrlis{ing of donors and {heir contribution/or 20 II . This list mus' also be 
reviewed for completeness and accuracy. The challenge here was that the list of 
donors was sent separately from the bank deposit slips. therefore it was 
imperlllive to ensure that all donor donations are documented and Ihal deposits 
are complete. 

The email contains 2 attachments, as noted above (" two li sts"). The first anachment is an 
Excel document that li sts 37 bank deposits made by  between July 18,2011 
and December 28, 2011. The fund designation fo r 33 orthe bank lieposi ls state « " 
and they tolal $134,989. The second attachment is a PDF document, enti tled "Cash 
Receipts Journal," which appears to show names of donors, the amounts donated, the 
donat ion dates and the fund designat ion which states " ." 

An analysis of the Organizalion 's FY201 2 donation records show that most of the 
individuals recorded in the PDF document received a donation receipt from the 
Organization For their contributions to . In total , the Organization provided $99,904 
in donation receipls for gifts intended for  in FY20 12. 

In addit ion, on December 27, 20 12, Mr.  sent an email4s to the Organization 
stating the following: 

Before the year is over, I would like to request you to make a note of two deposits. 
One was made on November twenty-sixth ... The amount was/our thousand one 
hllndred ... For the second deposit, please see the deposit paper herewith. II isfor 
eight thousandjive hundred dollars .... We need to take care of projects Jor over 

n  website. .  (Accessed June 13,20 (7) 
U The emai l, entitled "'201 1 Deposits and Allocations," was sent from email address 

 to email address . Identified as " HCI -
d The cmail, entitled "Two Deposits made to HCI Account ( I) in laic November and (2) early December," 
was sent from emai l address  10 email addresses  
and . 
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one hundred thousand dollars -credit balance with HCI - which we will carry 
forward in the year 2013. 

The attachments to the email contain a copy of a bank deposi t slip for $8,500, dated 
December 2, 201 2, and a copy of a cheque for $8,000 from a donor, dated 
December I, 20 12. The cheque is written out to the Organization's name however the 
memo states " ". An analysis of the Organization's FY2013 donation receipt records 
reveals that thi s donor received an official donation rece ipt for $8,000 from the 
Organizat ion for their contribution to . 

Furthermore, in another email46 sent to the Organization, dated November 7, 20 12, 
Mr.  states the following: " ) wou ld appreciate if you would kindly withdraw these 
two amounts, pledged for our projects (Please sec the attachment). Please let me know 
once this is done so that I can add $200 to our credit balance." 

The attachment to the email includes two contribution pledges for $200 total. The pledges 
state "My contribution to  projects in the amount of ... " and for method of pay men I, 
there is an option to enclose a cheque payable to the Organization. Each pledge is for 
$ 100. 

An analysis of the Organization 's FY201 3 donation receipt records shows that both these 
donors received official donation receipts from the Organization for their $100 
contributions to . Based on the records reviewed, the audit showed that the 
Organ ization issued $8,200 in donation receipts for gifts intended for  in FY201J. 

In addit ion to the above, it appears that the Organization retains a 5% administrative fee 
for process ing the funds for . For example, on September 2 1,201 2, 
Ms.  sen t an emai147 to egarding sending funds to 

. In her email . Ms.  stales the following: " ... but regarding the 5% admin 
we are taking off, has Ihal been discussed wilh him [  ] before or should I 
mention something to him about it?" 

In summary, the audit revealed that the Organization issued donation receipts for gifts 
intended for  in the amounts of$99,904 for FY201 2 and $8,200 in FY20 13.Given 
the above, it appears that the Organization is faci litating gifts to a non-qualified donee 
and issuing donation receipts to donors who provide donations intended for . 

7. Other 

According to our open source research, we note that some of the Organization 's partner 
websites, social media websi tes, and public reports advised that donations to their 

~6 The emai l, entitled "Two pledges ofSIOO.oo each ... ," was sent from email address 
lioemail addresses and 

 
~7 The email, entitled "RE: A Project with ," was senl from email address 

gloemai l address . 
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programs are eligible to obtain tax receipts, which is facilita ted through the Organization. 
For example, we note the following: 

•  "Contact Us" page refers 
potential donors to the Organization for "donations in Canada." It also states that 
the donations are " tax exempt.,,48 

• On both its website49 and Facebook page,50  refers its 
potential donors to the Organization for donations towards the ir projects. 

•  2011-201 2 Annual Report 
directs potential Canadian donors to send their donations through the 
Organization and to state that the funds are "designated for . ,,51 

Conclusion 
The audi t findings reveal that the Organization appears to have engaged in third-party 
rece ipting schemes when it entered into fund ing arrangements with non-registe red 
organizations. 

A registered charity is in contravention of the Income Tax Act (the Act) and its 
Regu lations when it issues donation receipts that contain incorrect, incomplete, or 
deliberately fal se information. The purpose of Ihe registrat ion system for charities under 
the Act is to ensure that only those organizations that arc registered may provide offi cial 
donation receipts. 

It is therefore our preliminary view that the Organization issued donation receipts in 
contravention to the Act and Regulation 350 I. Such a non-compliance practice is 
significant enough that, for thi s reason alone, const itutes grounds for revocati on pursuant 
to pamgraph 168(1)(d) of the Act. 

Moreover, subsect ion 188.1 (9) of the Act also provides for the levying of a penalty when 
a registered charity that has been found to contravene the receipting requirements of the 
Act by issu ing rece ipts when there is no gift or when the receipt contains fa lse 
information is liable to pay a penalty equal to 125% of the eligible amount of the gift as it 
appears on any false receipt, plus a year's suspension of tax receipting privileges, if the 
total of a ll such penalties exceeds $25,000.52 

According to our audit findings, the Organization is liable to pay a penalty of$276,800 
for FY2012 and $ 108,00 1 for FY2013, as calculated below. In addition, given that the 
total of all such penalties exceed $25,000, the Organization 'S tax receipting privileges 

~I . Contact Us. (Accessed October 6. 20 15) 
49  website. Donate! Contact Us .  
(Accessed August 17, 201 5) 
50  page. Abol/t. 

 (Accessed August 17 , 20 15) 
51 . Anllllof ReporllOI 1-1011. (Accessed January 19, 20 16) 
H See eRA's publicat ion, entitled "Guidelines/or applyillg SOIlClio IlS," under the sub-heading, False 
information on official donation receipts, at hnpsJ/www.canada.ca!enlrevenue-agency/serviceslcharities­
givinglcharit ieslpolicies-guidancelguidelines-applying-sanctions.hlml . 
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would be suspended for one year if revocation of its charitable registration was not being 
pursued. 

F" . I d ' M h 31 2012 Isea l pen o( en mg arc , 
Amount of Penalty applied in Pena lty owing as 
donation accordance with per subsection 
rece ipts subsection 188.1 (9) of the Act 
issued 188.1 (9) of the 

Act 
 $41,436 125% $51,795 

 $70, 100 125% $87,625 

 $ 10,000 125% $12,500 
 

 $99,904 125% $ 124,880 
 

Total penalty owing as per 
subsection 188.1 (9) of the Act for ~,800 
fisca l period endin a March 31, 20 12 

F' . d d' M h 31 0 Iscal perlO en lila I arc , 213 
Amount of Penalty applied Penalty owing as per 
donation in accordance subsection 188. 1(9) 
receipts wi th subsection o f the Act 
issued 188.1 (9) of the 

Act 
 $39,67 1 125% $49,589 

 $ 12,420 125% $ 15,525 
 

 $ 18, 100 125% $22,625 
 $8,010 125% $ 10,0 12 
 $8,200 125% $ 10,250 

Tolal penalty owing as per 
subsection 188. 1 (9) of the Act for $ 108.001 
fisca l period ending March 31, 2013 
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October 1, 2018 	

Private and Confidential 	

By Fax and Overnight Courier 

Canada Revenue Agency 
Charities Directorate 
13th Floor, 320 Queen St., Place de Ville 
Ottawa ON K1 R5A3 

 

Dear  

Re: 	Human Concern International (the "Charity" or "HCI") 
BN: 107497125 RR0001; Your File No: 0576488 

We are writing in response to the administrative fairness letter dated May 24, 2018 (the 
"AFL")(Tab 1), which reported on the preliminary audit findings of the Canada Revenue 
Agency's ("CRA") audit of the Charity for the period from April 1, 2011 to March 31, 2013 
(the "Audit Period"). The AFL alleges various instances of non-compliance by the Charity 
with the Income Tax Act (Canada)(the "Act" or "ITA") and states that CRA may give notice 
of intent to revoke the Charity's charitable registration if these concerns are not addressed. 
The AFL invites the Charity to make written representations and provide additional 
information in response to the AFL. We believe that the information below should address 

CRA's concerns such that revocation must be found to be unnecessary and inappropriate. 

The allegations made by CRA in the AFL are broadly as follows: 

• the Charity is not formed for exclusively charitable purposes; 

• the Charity has failed to maintain direction and control when working with 
intermediaries outside Canada; 

• the Charity has failed to maintain books and records demonstrating compliance with 
the Act; 

• the Charity has issued official donation receipts for gifts that were in substance 
intended for other non-qualified donees; and 

• the Charity has failed to file an accurate information return. 

We have discussed each of the issues raised in the AFL with the Charity and wish to 
respond to each in turn. We have included with this response additional information that 
was either not provided, or not explained fully, when CRA conducted its field audit of the 

Charity. With the benefit of this further information and explanation, we believe that it will be 
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clear that the allegations against the Charity are based on incomplete facts and are largely 

unfounded. 

The Charity was formed and operates for exclusively charitable purposes. The Charity has 

also in substance maintained direction and control over the use of its funds when working 
with third parties to carry out charitable activities. While we acknowledge that some record-
keeping and accounting errors occurred during the Audit Period, these issues have in most 
cases already been rectified and do not justify the revocation of the Charity's charitable 

registration. The Charity has also not engaged in any inappropriate receipting practices. It 
has issued receipts only for gifts to the Charity and has used these gifts on humanitarian 
projects carried out by or on behalf of the Charity. Finally, the Charity has investigated 

certain discrepancies that were identified in its T3010 information returns during the Audit 
Period and has provided detailed explanations of these issues. 

The information in this response will demonstrate that any instances of non-compliance in 
the Audit Period can be adequately addressed in a compliance agreement that will assure 
CRA that the Charity will comply in full with the Act. These issues have in most cases 
already been addressed by the Charity, which has worked steadily to improve its 
compliance practices since the audit was conducted. At all times the Charity has sought in 
good faith to comply in full with the Act, and the Charity remains fully committed to 

compliance. 

Enclosed with this letter is a document book containing various relevant documents and 

authorities. 

Background 

Before addressing the specific allegations and issues raised in the AFL, we believe that it 
will be beneficial to provide background on the Charity. It is important to understand that the 
Charity is formed for exclusively charitable purposes and that its activities benefit thousands 
of needy persons around the world. Any technical issues identified in the audit should not 

distract from the larger picture. The Charity plays an important role as a trusted charity 
within the Muslim community in Canada that does immense good around the world. 

History and Charitable Mission 

The Charity is the oldest and most longstanding Muslim international relief charity in 
Canada. It was established in 1980 and was registered as a charity under the Act in 1983. 
The Charity was founded to deliver humanitarian aid and improve the lives of poor and 
needy individuals and families around the world. The Charity was established originally to 
carry out humanitarian aid in Afghanistan but has since expanded its programs into an array 
of countries around the world. The Charity's focus across all of its program areas is on 
eliminating poverty, improving livelihoods and social conditions of those in need, supporting 
gender equality, and encouraging participative policies. The Charity's values are echoed in 
the Universal Declaration of Human Rights and other United Nation human rights 
instruments (Tab 2). 

The Charity's projects have included the following: 
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• emergency aid (e.g., emergency food relief, medical aid, shelters, hygiene kits, etc., 
for victims of natural disasters and military conflicts) 

• food distribution programs 

various educational programs, including to promote female education worldwide 

• community economic development projects in developing countries to promote 
sustainable economic improvements and quality of life (e.g., agricultural aid, water 
resources, micro-finance) 

• hospitals and mobile clinics 

• mental health and trauma counselling programs 

• women's shelters 

• orphanages 

• youth and children's scholarship programs 

Since it was first established, the Charity has spent over $150 million carrying out projects of 
this nature. It has responded to numerous famines and humanitarian crises, including the 
East Africa Famine (1985), Bosnian war (1993), Pakistan floods (2010), and Syrian refugee 
crisis (2015). The Charity also provides aid and support within Canada to help Canadians 
who are living in poverty or living with disabilities, including Aboriginal communities. Over 
the course of its existence, the Charity has provided needed humanitarian aid and 
development support to over one million individuals and families around the world. It does 
not limit itself to providing aid and support to the Islamic world or to Muslim beneficiaries. 

Over its many year history, the Charity has received numerous letters of support from 
prominent government officials and humanitarian organizations, in Canada and around the 
world, recognizing its enormous contribution to humanitarian relief and development. We 
enclose a sample of such letters (including from  

) which were included in the Charity's 2000 Annual Report (Tab 3). The Charity 
also received the Social Responsibility Award in 2013 from I
(then the Chairman of  now t

) (Tab 4). 

Unfounded Allegations of Supporting Terrorism 

The Charity is, and has always been, opposed unequivocally to all forms of terrorism. As 
noted, the Charity espouses values consistent with core United Nations human rights 
instruments. It has rigorous processes in place to ensure that none of its funds are misused 
or redirected to any terrorist or terrorist organization. The Charity's current processes in this 
regard are described below. 

Unfortunately, notwithstanding the foregoing, the Charity has in the past been the subject of 
misunderstandings by other government agencies that have led to unfounded allegations 
that certain of its funds have been misdirected to support terrorism. 



Page 4 



Page 5 

In order to assist it in ensuring that there is no chance that any of its funds are misdirected 
to terrorists or terrorist groups, the Charity hired , of the law firm  

 in Ottawa, in 2002.  one of the foremost Canadian legal 
experts on Canadian military and state security laws, and worked with the Charity to ensure 
that its processes and procedures minimized the risk of any improper use of the Charity's 
funds for terrorist or criminal activity. 

The Charity is vigilant in reviewing all project partners, including by checking Canadian, US, 
United Nations and (where applicable) European Union terrorist watchlists. CRA has noted 
certain allegations made against one of the Charity's partners,  

As set out in detail in Appendix C to this AFL response, the Charity took extreme care in 
vetting  and found it to have an excellent reputation, having been recognized by 
numerous international organizations, including the United Nations Economic and Social 

Council. When allegations of terrorist ties later surfaced in certain media reports, the 
Charity engaged in further due diligence in respect of and ceased working with in 
2014. We comment further on the Charity's due diligence in respect of I elow. 

The Charity continues to be vigilant against the risk of misuse of any of its funds or 
resources. It responded to the very unfortunate incidents above by redoubling its efforts in 
this regard. As discussed below, the Charity applies the same vigilance to its tax 
compliance obligations, although it has only recently obtained charity tax advice as 
sophisticated as the national security advice that it has been obtaining from  

Fundraising 

For many years, the Charity received most of its funding from the Canadian government and 
several international bodies (e.g m). Attached at Tab 6 is a list of 
funding provided to the Charity since 1989, together with contemporary excerpts from the 
Charity's newsletter describing the projects funded with these grants. After the events of 

September 11, 2001, and the public controversies described above, the Charity saw a 
reduction in funding from the Canadian government and other international agencies. 

Following the reduction in government funding, the Charity has relied on public donations to 
carry out its work. 

The Charity receives funding from various sources. Many Muslims across Canada rely on 
the Charity for their annual zakat. The zakat is a religious obligation for all Muslims to give a 

percentage of their accumulated wealth to aid the poor. The Charity receives donations 
which it applies to its various humanitarian projects around the world. 

The Charity also operates a child sponsorship program similar to those conducted by other 
large and well-respected Canadian charities. Donors provide regular funding to the Charity 
to enable it to carry out charitable relief and development programs to support the needs of 
children in disadvantaged communities around the world. The Charity receives progress 
reports on the children supported through this program and prepares progress updates for 
its child sponsors (examples enclosed at Tab 7). 

The Charity also relies on a longstanding practice of diaspora fundraising. The Charity, 
because of its long history and track record working in a large number of communities 

around the world, has developed a strong reputation as well as connections and contacts 
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among many groups in Canada that have emigrated or been displaced from their countries 
of origin. These groups maintain strong ties to these countries and have a close 
understanding of the issues faced by people in those countries. The Charity works with 
these groups to identify needs in local developing communities, and to raise funds from 
these groups in support of projects carried out by the Charity to address these needs. This 
is discussed further below. 

Audit History 

The AFL notes that the Charity was audited by CRA in respect of fiscal periods ending in 
1990 and 1996. The AFL states that CRA found at that time that the Charity did not 
maintain adequate books and records to support that expenditures through its foreign office 
were its own activities. You have confirmed, however, that the CRA did not send any written 
audit findings to the Charity in respect of either of these audits. While you believe that the 
then CRA auditor communicated these findings verbally with the then-executive director of 
the Charity, we confirm that the Charity has no record of this and has been carrying on its 
activities in reliance on the CRA having reviewed it without presenting any formal audit 
findings to it previously. While the Charity has endeavoured at all times to comply with the 
Act and to maintain practices and procedures that ensure appropriate transparency and 
accountability over its expenditures overseas, the Charity was not provided with any 
guidance on which to take specific action following these audits. 

A prior CRA audit that is never reported formally to the subject charity is not something that 
should in fairness be a negative factor. In the mind of charities that are audited, CRA not 
reporting is actually evidence that CRA approves of the charity's compliance approach. For 
charities that have not had the benefit of specialized charity tax advice, this is a reasonable 
approach for a charity to take. 

The current audit was conducted in 2014 in respect of the Audit Period. The Charity 
provided CRA with a chart setting out each of the projects and project partners with which 
the Charity worked during the Audit Period. Over the years the Charity has worked with 
approximately 150 project partners around the world. CRA selected a sample of 31 
projects, which it reviewed and which form the basis of the issues raised in the AFL. 

During the Audit Period as well as the field audit in 2014, certain administrative challenges 
adversely affected the Charity's ability to respond fully to the auditor's questions and to 
provide all relevant documentation. The Charity went through a period of turnover in key 
roles during the Audit Period — in particular with respect to its Accountant and Program 
Development Officer. This resulted in the loss of some institutional memory as well as a 
"learning curve" with regard compliance during the Audit Period, which resulted in some of 
the record-keeping errors that CRA identified in the audit. Also, during the CRA field audit 
itself in 2014 the Charity's Program Development Officer had only been in her position for a 
few months, which made it more difficult for her to identify all relevant documents in respect 
of projects. 

Furthermore, while the Charity benefitted from excellent legal counsel in respect of security 
law and anti-terrorism measures, the Charity did not have the benefit of specialized 
expertise with respect to charity tax compliance. This resulted in the Charity not fully 
understanding the technical requirements in the Act regarding record-keeping and direction 
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and control. The Charity understood that it was required to carry out its own activities and to 
maintain transparency and accountability in respect of all projects and partners, but did not 
have specialized guidance on these issues. This resulted in some errors in its record-
keeping practices. It also prevented the Charity from answering CRA's inquiries in a way 
that addressed each of CRA's concerns from a tax compliance perspective. As such, CRA 
was not provided with all relevant documentation in respect of the Charity's projects. 

Steps Since Audit 

Since the audit, the Charity has worked diligently to improve its processes to ensure 
compliance with the Act. 

Among other things, the Charity has instituted a range of new template forms for the vetting 
of project partners, the description of specific projects, and project reporting. These are 
described further below, and are used to ensure that all requirements regarding the 

documentation of direction and control are met consistently in respect of each project. 

The Charity has also made governance changes to improve its compliance. This has 
included the creation of a specialized Compliance Committee with the specific mandate of 

overseeing and improving compliance with respect to antiterrorism, operating through 
intermediaries, and direction and control. It has also included thorough improvements, with 
the advice of legal counsel, to all aspects of the Charity's internal governance. In 2015 the 
Charity developed and has been working to implement a list of critical improvements across 
both its project monitoring and compliance functions as well as its internal corporate 
governance (list attached at Tab 8a). Also attached at Tab 8a is list of planned and 
completed improvements to the Charity's internal governance and management functions. 

The Charity has also worked to develop its Board expertise. Attached at Tab 8b is a 
summary of the qualifications of the Charity's current Board of Directors. 

The Charity has also hired a new executive director, , who brings a 
renewed emphasis on compliance and record-keeping. A copy of M  
curriculum vitae and bio is attached at Tab 9. M rings an expertise in charity 
law and compliance which added further strength to the Charity and represents a 
fundamental shift as compared with the Charity's previous executive directors. While the 
Charity's former longstanding executive director, endeavoured in good 
faith to ensure appropriate transparency and accountability over projects, he did not have 
technical expertise in charity tax regulatory rules and was unable to keep up with the 

developments in the tax rules around direction and control, particularly following the 
decisions in CMDA 1, Tel Aviv2  and Bayit Lepletot3  in 2002 and 2006. The Charity's interim 
executive director, , who replaced or a very brief period in 2016 
also created challenges for the Charity, as he destroyed many of the Charity's records 

mistakenly believing that they were no longer needed. eficiencies contributed 

1  Canadian Magen David Adorn for Israel / Magen David Adorn Canadien pour Israel v. Minister of 
National Revenue, 2002 FCA 323 (Tab 10) 

2  Canadian Committee for the Tel Aviv Foundation v. R., 2002 FCA 72 (Tab 11). 

3  Bayit Lepletot v. Minister of National Revenue, 2006 FCA 128 (Tab 12). 
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to some of the errors in the Audit Period, and poor record-keeping practices 
added further delays in the Charity's ability to provide CRA with records related to the Audit 
Period. The arrival of  in November 2016 has spurred a concerted effort to 
improve all aspects of the Charity's compliance practices. 

All of these steps reflect a generational change in the Charity, one that fully recognizes the 
technical expertise required to ensure compliance with the Act and that is committed to 
ensuring that the Charity has the expertise and resources to maintain compliance. 

Several of these measures are discussed further below. 

Summary of Background 

The above background demonstrates several key points about the Charity: 

• the Charity is a longstanding, non-partisan, non-political and inclusive charitable 
organization, and the oldest Muslim international relief charity in Canada; 

• the Charity engages in a wide range of humanitarian and social development 
programs that have provided needed aid and support to tens of thousands of 
individuals and families over the course of its existence; 

• the Charity is dedicated to compliance, having hired what it understood to be the 
best legal expertise in the area of security and anti-terrorism. It has worked in good 
faith throughout its history to comply. The Charity has since hired specialists in 
charity tax regulatory requirements and continues to work to improve its processes 
and procedures; 

• certain administrative challenges prevented the Charity from responding fully to the 
questions asked by CRA on audit; and 

• the Charity has taken numerous steps since the Audit Period to improve compliance. 

The Role of Islamic Charities in Canadian Society 

It is important that CRA consider in the public interest the message that would be given by 
revoking the charitable registration of the Charity. The Charity is the oldest and most well 
established Islamic relief and development charity in Canada. It is viewed in the Canadian 
Muslim community as being careful to comply with the law. It has obtained sophisticated 
security law advice. It has sunk significant resources into ensuring direction and control 
over its projects. Its volunteers and staff have traveled around the world supervising its 
projects. While 20 or 25 years ago CRA may have mentioned some compliance issues 
verbally to a long departed staff member of the Charity, CRA has fundamentally never 
raised formally any compliance issues in the past despite two prior audits. 

If the CRA revokes the Charity's registration in the above circumstances, there is a real 
possibility that this will convey a message to the Muslim community in Canada that it is not a 
real and welcome part of Canadian society and that its philanthropy is not legitimate. 
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We do not believe that CRA or the Government of Canada more broadly wants to suggest 
such a message. We therefore suggest that in addition to the detailed technical tax 

submissions and factual background in this letter, the broader public interest should be 
considered by CRA and by the Government more broadly in this matter. 

The AFL 

With this background in mind, we will address each of the issues raised in the AFL. 

1. 	Ceased to Comply with the Requirements of the Act for Continued Registration 

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

(i) CRA position 

The AFL states that the Charity's formal statement of purpose contains language that is 
broad and vague and fails to define the scope of activities the Charity may pursue in 
furtherance of these objects. The AFL also states that certain of the Charity's purposes are 
broad and vague such that it is unclear into which charitable purpose category the purpose 
falls. The AFL also notes technical issues with the language in the Charity's statement of 
purposes. For these reasons, the AFL states that the Charity has not demonstrated that it is 
established for purposes that are exclusively charitable. 

(ii) Charity Response 

CRA registered the Charity as a charity in 1983, when the Charity was incorporated under 
the Alberta Societies Act (Tab 13). The Charity's objects were set out in its Letters Patent 
when it incorporated under its current name under the Canada Corporations Act in 1986 
(Tab 14). The Charity was twice audited by CRA, in 1990 and 1996. There is no record of 
CRA raising any concerns with the Charity's objects at those times. 

The Organization transitioned to the Canada Not-for-Profit Corporations Act (Canada) on 
October 14, 2014 (Tab 15). On the basis of its understanding that CRA had accepted its 
purposes as exclusively charitable, the Charity retained identical language in its articles of 
continuance. It provided a copy of its articles of continuance to CRA on October 30, 2014, 
noting explicitly that the objects were identical to those in its previous incorporation 
document, and CRA confirmed its acceptance of the articles of continuance on December 

15, 2014 (Tab 16). CRA did not raise any issues with the Charity's statement of purpose at 
that time. 

As such, at all times the Charity has understood that its formal statement of purpose was 

exclusively charitable and had been accepted and approved as such by CRA. 

If CRA has changed its position with respect to the wording of the Charity's charitable 
purposes, it is not appropriate to propose revocation of registration as the first response to 
this. A very large number of charities were registered by CRA with purposes that do not 

necessarily conform to CRA's current specifications as set out in Guidance CG-019. As a 
matter of administrative fairness, the Charity should be provided with the opportunity to 
update its statement of purpose to conform to CRA's requirements. To cite the CRA- 
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approved wording of the Charity's purposes as a basis for revocation, while giving the 
Charity no opportunity to revise the statement of purpose, is not appropriate. 

The Charity is prepared to revise its statement of purpose to ensure that there is no question 
in CRA's mind that it is constituted for exclusively charitable purposes. The Charity is 
prepared to discuss appropriate language for its statement of purpose with CRA and to 
commit to revising its purposes as part of a compliance agreement. Regardless of any 
outdated language in the Charity's formal statement of purpose, the Charity is established, 
and has always been established, for purposes that are exclusively charitable. 

1.2 	Failure to demonstrate that the Charity exercised ongoing direction and 
control over its resources / gifting to non-qualified donees. 

(a) 	Work with Non-Affiliated Project Partners 

N 	CRA Position 

The AFL states that CRA reviewed a sample of 31 projects conducted outside Canada 
through various third party intermediaries. It states that for 16 of these projects, the Charity 
failed to demonstrate that these projects were the Charity's own activities. CRA states that 
its preliminary position is that the Charity's transfers of funds to its partners in respect of 
these projects constituted gifts other than gifts made in the course of charitable activities 
carried on by the organization itself. As such, CRA alleges that these transfers amount to 
gifts to non-qualified donees. 

The AFL reviews the evidence collected in the course of the audit. CRA's findings as set 
out in the AFL can be summarized as follows: 

• The Charity created a project proposal template which it provides to partners to 
complete. CRA states that the body of the proposals generally describe the activities 
of the partners, not the Charity. CRA states that in some cases the Charity 
apparently accepted and funded the partners' activities without details related to 
these activities (AFL, p. 8). 

• The Charity entered into agreements with its project partners that were deficient in 
that they did not contain: (a) a detailed description of activities, (b) provisions 
outlining how the activity is to be carried out by the partner organization, (c) details 
as to how the Charity monitors the activity, including the mechanisms by which it 
gives instructions, and (d) the signature of all parties, along with the date (AFL, p. 9). 

CRA states that the agreements fail to establish that the Charity maintains direction 
and control over any substantive activities of its partners, citing the 
recommendations in CG-002 for charities carrying out activities through 
intermediaries. The AFL states that the Charity may have acted as a conduit and 
funnelled the funds for the benefit of its partners. 

• The Charity did not appear to exercise ongoing oversight of projects once approved. 
The AFL states that the Charity was limited to receiving after-the-fact reporting and 
that this cannot be equated to active participation in the undertaking of the activities. 
The audit revealed no evidence of regular documented communication between any 
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representative of the Charity and its partners relating to substantive charitable 
activity. The AFL states that in some instances the Charity received a 5% 
administrative fee for processing the funds, which CRA states is inconsistent with the 
project being the Charity's own activities. 

CRA also reviewed a new template agency agreement provided by the Charity on June 29, 
2015. The AFL states that certain terms were present that are important to establish 
direction and control but that certain terms are still lacking. 

The AFL also states that the Charity's meeting minutes do not reflect any detailed 
discussions concerning the projects. The AFL states that the documents do not reflect the 
Charity as the decision-maker with respect to the projects, but rather the project partner. 

The AFL also notes that the Charity listed 16 organizations on its Qualified Donees 
Worksheet (form T1236) that are non-qualified donees. 

Appendix A to the AFL details CRA's findings on each of the 16 projects. 

CRA states that the alleged gifts to non-qualified donees enable the Minister to revoke the 
Charity's registration. CRA also states that these gifts trigger penalties under paragraphs 
188.1(4) and (5). The AFL states that CRA has calculated penalties of 105% of the "gifts" to 
non-qualified donees in the context of the 16 projects identified as non-compliant, in the 
amount of $182,700 for the fiscal year ending March 31, 2012 and $599,960 for the fiscal 
year ending March 31, 2013. 

(ii) 	Charity Response 

The Charity is committed, and has always been committed, to ensuring that it maintains 
direction and control over each of its charitable projects overseas and to ensuring that all 
such projects conducted through third party intermediaries constitute the Charity's own 
charitable activities. The Charity disagrees with CRA's position that it failed to exercise 
direction and control over the projects that CRA reviewed in the course of the audit. 

Below, we will describe in general terms the approach that the Charity takes for each project 
that is conducted through an intermediary organization. As will be clear from this summary, 
the Charity endeavours diligently at all stages of the project to comply with the Act and with 

each aspect of CRA's guidance for registered charities working with intermediaries. While 
occasional errors naturally occur — as with any organization managing a large number of 
projects — there can be no question that the Charity has worked in good faith at all times and 
has complied in substance with the requirements in the Act. 

After addressing the Charity's general approach to projects, we will address CRA's specific 
findings in respect of the projects identified in the AFL. 

Attached is a chart summarizing the "life cycle" of a charitable project conducted by the 
Charity through an intermediary (Tab 17). The Charity adheres to these processes for all 
projects. Many aspects of the processes have been developed and refined since the audit 
years, all in an continuing effort to improve and enhance the Charity's compliance with the 
Act. 
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Project Initiation — Partner Due Diligence 

A project begins when the Charity identifies a local charitable need that is within the 
Charity's capacity to address and that is aligned with the priority areas identified by the 
Charity's Board at the relevant time. 

Areas of need can come to the Charity's attention in different ways. The Charity's approach 
to diaspora fundraising brings it into contact with a wide range of individuals and groups with 
close ties to particular regions or communities around the world. These individuals and 
groups will often identify needs in these areas, as well as their desire to assist the Charity 
financially in addressing these needs if possible. The Charity also has a well-developed 
network of local partner organizations with which it works, as well as foreign offices. These 
organizations are also well-positioned to identify local needs that align with the Charity's 
mission. 

Upon identifying charitable need or potential project area, the Charity begins an initial due 
diligence process that is carried out by the Charity's executive director, Project Development 
Manager and Program Officer, under the oversight of the Charity's Board. This includes a 
review of the charitable need that is proposed to be addressed. The Charity considers the 
urgency of the cause, the amount of funding that may be necessary, as well as its own 
policies and charitable priorities. The Charity also considers various legal aspects of the 
proposed project, the project partner and location. This includes the accessibility of the 
proposed project location and the safety and security of personnel on the ground, as well as 
whether the project location is subject to international sanctions that would affect the 
Charity's ability to operate. Since the Audit Period, institutional profiles of all existing and 
active intermediaries are updated each April. 

The initial due diligence process also includes identifying potential project partners with 
which the Charity may be able to work to carry out the project. Any potential partners are 
vetted carefully (Tab 18). During the audit years, the Charity used specific partner 
application forms (Tab 19). This form was used by Charity staff in evaluating potential 
partners, and required a review of (among other things) (a) the partner's local registration 
and organizational structure, (b) whether the partner's values align with those of the Charity, 
(c) the partner's capacity to administer the project, and (d) the willingness of the partner to 
change internal organizational structures and processes to align with the Charity's 
transparency requirements. The Charity also reviews project partners for their past 
implementation of projects with the Charity, both with respect to their success in carrying out 
the project and achieving its objectives as well as their compliance with reporting and 
accountability requirements. The Charity also checks carefully that neither the organization 
nor its principals are on any Canadian, US, or United Nations terrorist watch lists. 

In more recent years, the Charity has enhanced its partner review and vetting process. This 
includes the following documentation for each new partner: 

• Local NGO Institutional Profile Form (Tab 20): This is developed though a 
questionnaire posed to potential implementing partners to ascertain their legal 
status, background details, experience and expertise to implement the Charity's 
projects. 
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• Partner's Compliance Review Form (Tab 21): This form is a tool used by the Charity 
to exercise extra due diligence and control and covers details about the project 
history, fund code balance and its history, sponsors, as well as security checks for 
traceability, accountability and transparency through the review of various relevant 
websites. 

• This is a report produced by that 
allows the Charity to screen all partners and their principals on international terrorist 
watch lists (Tab 22) 

Enclosed is an example of a completed partner information form and supporting 
documentation for a project partner, 

Tab 23). 

In most cases, formal documentation reflects only part of the due diligence that is conducted 
by the Charity on its project partners. The Charity engages in robust discussions with each 
potential partner. It also relies on assistance from its foreign offices to verify the status of a 
potential project partner, its local reputation and track record, and its real capacity to carry 
out projects on the Charity's behalf. The Charity's many local contacts established through 
its practice of diaspora fundraising also assist it in conducting due diligence and learning 
about the organizations with which it is considering working. 

It should be noted that many of the partners reviewed by CRA in respect of the Audit Period 
are longstanding partners that the Charity has worked with for many years or decades. The 
Charity's initial due diligence on these partners was conducted many years ago, and is 
maintained through regular contact and reporting in respect of ongoing projects. As such, 

the more recent partner assessment templates developed by the Charity were not 
necessarily completed prior to engaging in the specific projects that CRA reviewed in the 
Audit Period. Nonetheless, the Charity maintains diligent oversight over the partners with 
which it works. The ongoing personal relationship and trust that develops from a 
longstanding track record of effective partnership between a charity and an intermediary 
provides a high degree of reliability when using the partner for further projects. This 
approach is used by most sophisticated charities that establish longstanding relationships 
with implementing organizations. CRA confirms in section 7.1 of Guidance CG-002 that a 
charity can and should take into account past experience working with an intermediary 
organization in determining the measures of direction and control that will be used. 

On the basis of this review of the potential project area and project partner, the Charity 
decides whether it wishes to move forward in considering the project. 

Project Proposals 

If, on the basis of its initial review, the Charity wishes to move forward in considering a 
project, the Charity will communicate with the potential project partner (by phone, by email, 
and in face to face meetings) and call for a project proposal. In most cases, the Charity 
requests the potential project partner to provide an initial draft of a project proposal, as the 
project partner has the requisite local expertise and the understanding of how as a practical 
matter it would best be able to carry out the project. 
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As noted in the AFL, the Charity uses a template form of project proposal for each of its 
projects conducted through third party intermediaries. The Charity provides the form of 
project proposal (Tab 24) as well as a set of proposal guidelines (Tab 25) to assist the 
partner in completing it. The project proposal requires a detailed description of the 
background to the project (social, economic and political features), a detailed description of 
how the partner would propose to carry out the project, expected outcomes and budget. 

Since the audit years, the Charity has improved and updated its template forms of project 
proposal to provide additional details on the project, its rationale, activities and budget, as 
well as its risks. Enclosed at Tab 26 are copies of the updated forms of project proposals. 
There are different forms of project proposal templates depending on the nature of the 
project, reflecting information that is relevant to each category of project. Improvements to 
the project proposal templates include: 

1. Project Summary and Project Rationale 

2. Project delivery modality 

3. More detailed budget breakdown 

4. Detailed breakdown on beneficiaries 

5. Risk Assessment 

6. Monitoring and Evaluation 

7. Requirement to add financial proof and pictorial reports 

We enclose a sample of a completed proposal which reflects the level of detail that the 
Charity now expects from its partners (Tab 27). 

The project proposal is used in conjunction with the project agreement (discussed below). 
The proposal clearly meets the requirement set out in CRA Guidance CG-002 (Tab 28) for a 
detailed description of the activity to be conducted. The project proposal indicates the 
beneficiaries of the activities undertaken, precise locations of the activities, a budget for the 
activities, start and completion dates of the activities, deliverables and milestones. Any 
contributions made by other supporting organizations are also included in the project budget 
in the proposal. 

The AFL suggests that the use of a project proposal template by the Charity is problematic 
or indicates that the proposals are in fact for projects of the partner and not the Charity. 
This is simply not accurate. The use of template forms of project proposal ensures 
consistency and standardization in the information that is collected and developed in respect 
of each project. It is a common practice among registered charities, and reduces the 
chance that crucial information is omitted. 

Furthermore, the fact that the Charity calls for proposals from its project partners does not 
mean that the project is really that of the partner. CRA recognizes in CG-002 that Canadian 
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registered charities can use the assistance of local agents on the ground in developing the 
details of the any proposed charitable project. 4  CRA also recognizes that day-to-day 
decision making in respect of the project can be delegated to a local agent with knowledge 
of the facts on the ground. 5  This is entirely logical. CRA recognizes that local organizations 
already on the ground and working in the local community will have a far superior 
understanding of the local circumstances, local needs and the practical logistics of carrying 
out the project. It is entirely reasonable for a registered charity to utilize this local knowledge 
in developing the project plan. The Charity's use of the project proposal forms is designed 
to do precisely this. It does not in any way suggest that the project is not that of the Charity. 

It must also be understood that the project proposal is not prepared in a vacuum. It follows 
from discussions with the Charity at the initial project review stage during which the Charity 
and the potential partner review the project, its objectives and whether the project partner is 
suited to carrying out the project on the Charity's behalf. 

In some cases, the Charity may carry out aspects of a larger project that is being conducted 
by its partner organization. The Charity applies the same rigour in vetting the project as with 
any other. The Charity makes clear to each project partner that the work done by the 
partner using the Charity's funds is the Charity's own charitable activity. Implementing 
partners are required to display the Charity's name and logo on all pertinent project 
locations. The partner is also required to inform the community about the Charity's 
involvement in the project. The Charity's logo is displayed at project sites (Tab 29). 

In some cases, where the Charity responds to an emergency disaster or crisis, this 

necessarily reduces the time available to prepare written project proposals. In these urgent 
situations, the Charity communicates by phone to gather information more quickly. Once 
satisfied on the basis of its verbal discussions with the intermediary, the Charity will work to 
raise funds for the project. A one-page proposal template for emergency situations is issued 
together with an agreement to document the commitments entered into verbally (but no less 
binding) with the intermediary, while the Charity's staff work simultaneously with the 
Charity's Board as necessary to approve the required funding. The Charity will always 
complete its vetting of the project partner before releasing any funds. While this results in a 

somewhat accelerated review process, and can result in written documentation that is less 
detailed than for non-emergency projects, this is inevitable when responding to crises that 
require immediate intervention. This is the approach followed by all major Canadian 
charities involved in international disaster relief. 

Project Approval 

Once the project proposal has been received, the Charity conducts a detailed review and 
asks for further information and clarification as required by the Charity's regulations, policies 
and procedures. 

4  CG-002, Canadian Registered Charities Carrying Out Activities Outside Canada, at 6.2. In the 
example provided of a Canadian charity hiring a local organization as agent to carry out a project 
in a developing country, CRA states that "The non-qualified donee provides advice to help the 
charity develop the details of the plan for the activity." 

5  CG-002 at 6.2. 
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Once the project plan has been settled, the partner fully vetted, and all required information 
has been submitted to the Charity, the project is reviewed by the executive director of the 
Charity, who has authority to approve the project within guidelines and policies set by the 
Board (Tab 30). There is internal discussion between the executive director and program 
team with respect to potential projects. For those projects that meet the Charity's 
requirements, the executive director gives final approval. 

As such, the Charity exercises appropriate rigour in reviewing project proposals. All 
proposals are subject to at least two levels of review within the Charity before they are 
approved. The Charity does not approval all projects that are proposed or considered 
(attached at Tab 31 is an example of a proposed project that the Charity refused after 
considering the proposal and determining that it did not meet local needs). The Charity 
exercises appropriate direction and control over the selection and approval of projects. 

Written Agreement 

Once a project has been approved, the Charity prepares and enters into an agreement with 
the implementing partner for the project. 

The form of agreement used during the audit period (Tab 32) sets out the terms for a 
transfer of funds from the Charity to the partner for use in the project, and provides for the 
following: 

• the project partner must provide the Charity with written, pictorial and financial 
reports on the activities of the above project and inform local recipients of the 
Charity's role in the project; 

• the partner must cooperate with the Charity in carrying out the activities set out in the 
proposal; 

• funds transferred to the partner cannot be used for any purposes other than the 
specified projects; 

• the partner is required to "use funds in compliance with all applicable anti-terrorist 
financing and asset control laws and regulations"; 

• the partner must "maintain close communication on further development, 
implementation, reporting and accounting concerning HCI's contribution"; and 

• the agreement allows for the amendment, extension or termination of the contract in 
writing. 

The AFL states that the form of agreement used in the Audit Period did not contain all 
elements recommended by CRA Guidance CG-002. It should be noted and is 
acknowledged by CRA that there is no legal requirement for a written agreement of any 
kind. Furthermore, the written agreement used by the Charity is supplemented by an 
understanding developed in discussions and communications between the parties. 

That being said, the Charity proceeded to develop and implement an updated form of 
agency agreement for use with its project partners (Tab 33). The Charity did so in an effort 
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to better document the terms under which its project partners carry out projects on its behalf. 
The updated agreement describes roles and responsibilities of both parties. These 

responsibilities include compliance, monitoring and evaluation, book keeping, etc. The 
agreement is substantially more detailed than the previous form of project agreement. 

The AFL states that while the new agreement is improved, certain recommended terms are 
still missing. Specifically, the AFL states that the following terms are not included: 

• a clear, complete and detailed description of the activities that are to be conducted 
by the agent; 

• a detailed description of budgets and timelines for the activities; and 

• a provision for the Charity's funds to be segregated from those of the agent and for 
the agent to keep separate books and records. 

The requirement for a detailed budget and project description are included in Schedule A to 

the agreement. The Charity also reviews a detailed project proposal for each project. The 
communications between the Charity and its intermediaries make clear that the agreement 
is to be read in conjunction with the project proposal. 

Furthermore, the agreement specifically requires the agent open a separate bank account 
and be in a position to account for the Charity's funds separately from its own in the course 
of its final project reporting. Section 9 of the agreement states as follows: 

If AGENT has not already done so at the commencement of this Agreement, 
it shall forthwith proceed to open and maintain a separate bank account for 
the receipt and disbursements of any and all funds provided by HCI to the 
AGENT for the purposes of the Project. 

As such, we submit that the revised form of agreement does contain the elements noted as 
lacking in the AFL. If CRA believes that additional revisions to the form of project 
agreement are necessary, the Charity is prepared to discuss and make these changes as 
part of the resolution of this audit. 

Monitoring and Reporting 

The AFL states as follows (p. 10): 

In effect, even should each term of the agreements be fully implemented, 
based on the nature and terms of the arrangements between the parties, 
once the Organization approves a project proposal, its involvement in, and 
authority over, the actual conduct of any activity is essentially limited to 
receiving such information as might be conveyed by the partner. After the 
fact reporting of actions already taken cannot be equated to active 
participation in the undertaking of activities. 

It is our position that this conclusion is supported by the fact that the audit 
revealed no evidence of: 

-- regular documented communication or reporting between any 
representative of the Organization and the partners relating to a substantive 

charitable activity; 
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-- any actual organizational supervision, direction or control over substantive 
charitable activities. To the contrary, it would appear that the Organization is 
not involved with this component of an activity in any way; and 

-- in some instances, the Organization retains a 5% administrative fee for 
processing funds. If these were the Organization's own activities, it is 
unlikely it would have removed funds from its own fundraising as 
administrative fees. 

In these circumstances, any activities clearly remain those of the partner, 
and do not become the Organization's own in compliance with applicable 
legal requirements. Rather the arrangements between the Organization and 
its partners simply facilitates the ability of the partner to carry out the latter's 
activities. 

We strongly disagree with this characterization of the Charity's involvement in the projects it 
conducts through its partners. 

The AFL states that the Charity is limited to receiving "after the fact reporting of actions 
already taken". This is true for all charities conducting activities through partners. It is the 
nature of reporting. CRA's published policy makes clear that a charity operating through an 
intermediary can delegate day-to-day decision making to its intermediaries with superior 
local and technical expertise, provided that the Charity receives appropriate reporting to 
enable it to monitor the agent's activities. 

It is furthermore inaccurate to suggest that the Charity is disengaged from its projects while 
they are underway. The Charity maintains regular contact with its project partners (sample 
communications attached at Tab 34; see also extensive discussion in Appendix A). This 
includes communications by phone, by email, and through face to face meetings, in addition 
to formal reporting from the partner. 

Representatives of the Charity also conduct regular visits to project sites to monitor and 
evaluate the projects. These representatives include members of the Charity's Board of 
Directors, founding members, as well as other staff. Enclosed at Tab 35 is a list of 
monitoring trips undertaken by the Charity to its various regions of operation since 1992. 
Following each of these visits, the Charity prepared a newsletter article reporting on the visit 
(enclosed at Tab 36). The Charity also receives internal reports from staff and diaspora 
volunteers that conduct field visits. Enclosed at Tab 37 are numerous examples of written 
reports on project visits from the Charity's representatives, including photographs. The visits 
include meetings with the implementing partners, meetings with beneficiaries, and involve a 
review of the implementing partner's books and records. While reporting in respect of these 
visits during the Audit Period did not have a standard format, the Charity now provides a 
template form of report for representatives conducting site visits, to guide them in 
interviewing the partner and reviewing the project. This template is attached at Tab 38. 

With respect to interim monitoring, it should be noted that the Charity established its foreign 
offices (HCI South Asia and HCI East Africa) and strategic partner in Lebanon specifically 
for the purpose of assisting the Charity in overseeing and supervising projects in their 
respective regions. Each foreign office delivered quarterly reports to the Charity which 
include, among other things, reports on projects in their regions. Examples of these reports 
are included at Tab 39a. The Charity's foreign offices conduct site visits to projects and 
report to the Charity. Attached at Tab 39b is an email from the Charity's executive director 



Page 19 

in October 2011 instructing HCI South Asia's regional director to undertaking monitoring 

visits immediately and admonishing him for not fulfilling his duties in this regard. Attached at 
Tab 39c is an example of a project partner in Pakistan contacting the Charity to confirm a 
visit by HCI South Asia staff in 2013. 

The Charity has also worked to improve the level of formal interim reporting from its third 
party intermediaries. For long term projects lasting more than a year, the implementing 
partner is required to submit a quarterly interim report. Examples of such interim reports are 
attached at Tab 40. 

All partners during the audit period were required to provide a Project Completion Report 
following completion of the project (Tab 41). The report provides a narrative, pictorial and 
financial record of the activities carried out by the agent. An example of a completed Project 
Completion Report is attached (Tab 42). The Charity reviews each Project Completion 
Report, and verifies it against the project agreement and activity description in the project 
proposal. 

Specific monitoring reports and communications in respect of the projects cited by CRA in 
the AFL are included in Appendix A to this letter. 

As such, the Charity maintained oversight and implemented diligent processes for 
monitoring the progress of its projects during the whole of their implementation. While it is 
true that this process has become more formalized since the Audit Period, the Charity has 
always monitored its projects to ensure compliance. The Charity believed, reasonably, that 

establishing local regional offices with close geographic proximity to its project sites to assist 
in ongoing monitoring, together with the communication and reporting from project partners 
directly to the Charity, met the Charity's requirements for direction and control under the Act. 
It did allow the Charity to maintain effective oversight over its projects. 

The project monitoring and reporting conducted by the Charity was also used to determine 
whether to continue working with particular project partners. As noted above, a review of 
past compliance is part of the Charity's vetting process when reviewing potential project 
partners for any new project. 

Other Documents/Issues 

The AFL states that the Charity's Board minutes do not contain a record of substantive 
discussion of ongoing projects. 

The Board receives quarterly reports from two Canadian branch offices (Toronto and 
Montreal), as well as from the Charity's foreign offices (HCI South Asia and HCI East Africa) 
and its strategic partner in Lebanon (HCI Middle East). These reports contain details about 
current projects and activities, which are reviewed at quarterly Board meetings. The 
purpose of these reports is to keep the Board informed of all the Charity's projects, and to 
allow it to evaluate and exercise control over these projects. The minutes of Board meetings 
at which these reports are discussed do note the discussion. As is a typical corporate 
governance best practice, the Board minutes do not include a stenographic report of the 
discussion. However, the Board does engage in a robust discussion of the Charity's 
ongoing projects at these meetings. 
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The Board receives reports from its branch offices on the activities for the past fiscal year 
(Tab 43), supplementary reports on the current fiscal year (Tab 44), as well as a Planned 
Activities Report (Tab 45) which sets out planned activities for the upcoming year. The 
Board reviews and approves these activities, subject to any modifications it deems 
appropriate. 

The inclusion of 16 non-qualified donees in the Charity's Qualified Donees Worksheet (form 
T1236) was a purely inadvertent error. As described in more detail in Appendix A to this 
letter, the Charity worked with each of these organizations using the process described 
above. The Charity endeavoured to ensure direction and control and to ensure that it met 
the requirement to carry out its own charitable activities in respect of these projects. The 
Charity is prepared if necessary to file a correction to its T3010 returns in the relevant years. 

Governance Improvements re Compliance Process 

The Charity has worked steadily to improve its compliance procedures. Many of these 
developments occurred in years after the Audit Period. This included various updates and 
enhancements to the forms that the Charity uses in the context of its projects. It also 
included internal governance changes to dedicate increased focus and resources to 
compliance matters. 

In 2014, the Charity's Board established a formal Compliance Committee. The Compliance 
Committee's Charter is attached at Tab 46. The Committee's primary objective is to 
"promote an organizational culture that encourages a commitment to compliance with 
applicable governing legislation in Canada", and the Committee's role includes the 
development and recommendation of policies to the Board to improve compliance with 
respect to the selection of partners, selection of projects, and guidelines for ongoing project 
and partner monitoring and evaluation. 

The Charity has also created a specific Compliance Officer staff position. The Compliance 
Officer's duties are summarized in the job description enclosed at Tab 47. The Compliance 
Officer reports regularly to the executive director and to the Compliance Committee. The 
Compliance Officer's role is to oversee the Charity's compliance program, including its 
policies and procedures. 

As with many registered charities, improving compliance is an ongoing process. The Charity 
continues to work to improve its processes and ensure that all compliance requirements are 
met. This includes through the development of formal policies and committees, as noted, as 

going discussions among staff. For example, we enclose an email from 
 then executive director, on April 6, 2017 (Tab 48) to senior staff outlining 

both the practical challenges associated with compliance, as well as a clear commitment to 
ensure that the Charity is meeting these requirements and the need to improve processes 
where appropriate. 

Appendix A  

The Charity has reviewed the documentation in relation to the specific projects identified by 
CRA in Appendix A to the AFL. Attached to this response is an Appendix A setting out the 
Charity's detailed response in respect of each project. 
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Summary 

Based on the foregoing, there is no question that the Charity endeavoured in the Audit 
Period to implement processes that would ensure that it maintained appropriate oversight at 

each stage of its projects. It reviewed and carefully vetted each project partner. It carefully 
considered each project proposal and ensured that an appropriate level of detail for the 
implementation of the project had been settled. It also worked to monitor its projects using 
methods that it believed were appropriate and efficient in the circumstances. 

We acknowledge that some documentation and record-keeping errors occurred in the audit 
years. The Charity has worked diligently to improve its processes in this regard. This 
includes through new and more detailed agreements and reporting templates, and through 
revisions to the Charity's internal processes. The Charity works to ensure that it maintains 
better and more consistent reporting from its partners, both on an interim and final basis. 
Enclosed with this letter at Tab 49 is a sample of communications and reports from one of 
the Charity's project partners subsequent to the Audit Period. It is clear that the Charity has 
maintained detailed documentation of its direction and control over its projects. This is the 
basis — subject to comments from CRA — on which the Charity is operating and will continue 
to operate going forward. The Charity is prepared to commit to these procedures and 
templates as part of an appropriate compliance agreement. 

(b) 	Foreign Office Activities 

(i) 	CRA position 

The AFL states that the Charity has also failed to demonstrate that projects conducted 
through the Charity's foreign offices were the Charity's own activities. 

The AFL states that CRA reviewed samples of project activity reports with the Charity's 
foreign offices, and takes the position that the Charity failed to exercise direction and 
control. It states that the Charity did not demonstrate prior approval of projects or have input 
into ongoing decision-making related to its foreign office activities. It also states that project 
activity reports were mostly deficient and lacked detail, including "identically-worded 
updates" that "demonstrate a disregard to provide timely and detailed information on the 
activities". It also states that the Charity failed to retain duplicate receipts and appropriate 
books and records. 

The AFL states that the MOUs with foreign offices provided by the Charity to CRA on June 
29, 2015, like the agency agreement templates provided on the same date, contain some 

important terms necessary to demonstrate direction and control. However, CRA states that 
a few essential terms are still lacking. 

The AFL states that CRA's findings are consistent with the findings of two prior audits in 

1990 and 1996. The AFL states that the non-compliance identified in both audits was 
communicated verbally to  then executive director of the Charity. 

Appendix B contains more details on particular projects reviewed by CRA in the course of 

the audit. 
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(ii) 	Charity Response 

The Charity established its two foreign offices in South Asia and East Africa, as well as a 
strategic partner in Lebanon, to perform several functions: 

• to assist the Charity in overseeing the projects and partners operating on behalf of 

the Charity in their local regions; 

• to conduct field visits to the Charity's projects; and 

• in some cases, to implement directly projects and programs on behalf of the Charity. 

The two foreign offices (HCI South Asia and HCI East Africa) are controlled by the Charity. 

Specifically: 

• HCI South Asia (sometimes called "HCI SA" or "HCI Pakistan") is operated by a 
committee of three individuals that report to a regional director. The Charity selected 
these committee members through meeting with and interviewing them. The regional 

director reports directly to the executive director of the Charity, who engages in 
regular visits to HCI SA. 

• HCI East Africa ("HCI EA") is operated by an individual employee, a Liaison Officer 

who is paid directly by the Charity and reports to the Charity. The job description of 
the Liaison Officer is attached at Tab 50. 

The Charity's strategic partner in Lebanon, sometimes referred to as "HCI Lebanon" or "HCI 
Middle East", was established in 1989. Due to restrictions under Lebanese law that 
prevented the Charity from establishing a formally affiliated branch office, HCI Lebanon was 
established as a separate NGO in Lebanon. It is governed by a local board and regional 

director, who oversees projects on behalf of the Charity. 

The Charity's foreign offices and strategic partner serve principally to better enable the 
Charity to exercise ongoing direction and control over the projects that the Charity carries 

out using non-affiliated intermediaries. The Charity's foreign offices are established in the 
communities in which the Charity's projects take place, and thus are in an optimal position to 
assist the Charity in evaluating potential project partners and overseeing projects. The 
foreign offices report to the Charity regularly on project progress. The Charity also uses its 
foreign offices for advice and suggestions on ways to practice better controls and improve 

the effectiveness of its work on the ground. 

Attached are examples of communications between foreign offices and the Charity 
regarding the foreign office's operations and assistance in monitoring projects conducted by 
other agents (Tab 51). In one such communication, for example, the Charity's executive 
director discusses with the Liaison Officer at HCI East Africa about a planned project visit 
trip in Somaliland, to visit the offices of the Charity's partner  as well as others (Tab 

51b). The Charity's executive director requests detail on the itinerary for the trip as well as 
reporting. There are numerous examples of this type of communication, as well as ongoing 
reporting from the Charity's foreign offices (see examples above at Tab 39). 
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As such, it is important to understand that many of the projects reported on by foreign 
offices are not projects being carried out by the foreign office itself. Rather, the reporting 
from and communication with the foreign office and strategic partner is to assist the Charity 
in monitoring other intermediaries that the Charity has engaged to carry out the project on 
the Charity's behalf. 

In some cases, foreign offices and the strategic partner conduct projects directly on behalf of 
the Charity. In these cases, the foreign offices act as agents of the Charity. As with other 
intermediaries, they are subject to direction, control, inspection, accounting and audit by the 
Charity. The Charity maintains oversight over projects conducted directly through foreign 
offices through periodic visits, activities reports submitted by the foreign offices, as well as 
financial reports and audited statements. Examples are attached at Tab 52. Regular 
communication is maintained with them through emails and telephone calls. 

The process by which projects are selected and implemented through foreign offices and 
the strategic partner in Lebanon is similar to that used when the Charity operates through 
non-affiliated entities. All projects and activities undertaken by these offices are initiated 
and/or approved by the Charity. In some cases, foreign offices will submit project proposals 
based on emergency needs in the area (e.g., floods/earthquake in Pakistan, Syrian refugee 
crisis, famine/drought in Somalia). The project proposal is then scrutinized by the Charity in 
the same manner as proposals submitted by non-affiliated entities. Where needed, the 
Charity will seek further clarification and detail. Proposals must be approved by the 
Charity's executive director as with all other projects. 

Because the Charity itself established the foreign offices and strategic partner and maintains 
a continual relationship with them, the Charity does not formally complete Partner 
Information Forms for each project that will be carried out directly by a foreign office. In 
some cases, foreign offices will, with the Charity's approval, work with local intermediary 

organizations to facilitate the implementation of projects. The foreign office assists the 
Charity in conducting initial due diligence on the potential intermediary. The Charity collects 
and reviews the same information for these intermediaries as with those with which it 
operates directly. The Charity has also worked with its foreign offices to ensure that the 
foreign office enters into a formal agreement with the local intermediary (Tab 53). 

The Charity has formalized a formal written agency agreement with each of its foreign 
offices. These agreements were shared with CRA in 2015 (Tab 54). These agreements are 

in a similar form as the updated agreements used with non-affiliated intermediaries. These 
agreements were implemented for all projects beginning in 2016. 

We acknowledge CRA's comments in reference to the newly developed agreement, citing 

the alleged absence of certain contractual terms. These are the same terms noted above 
with respect to the updated agency agreement used with non-affiliated intermediaries (i.e., 
alleged lack of detail on project, lack of provision for segregation of the Charity's funds). As 
noted above, the requirements for detailed project descriptions and a budget are set out in 
Schedule A to the agreement. 

With respect to the segregation of Canadian Charity's funds and property, we note that in 
Pakistan the only source of HCI SA's funding is from the Charity; there is therefore no need 
to segregate funds. All properties in Pakistan belong to the Charity. The Charity submitted 
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documentation confirming ownership of these properties to CRA in 2017. The Charity's 
other foreign offices and strategic partner also receive funding exclusively (or nearly so) 
from the Charity. As such, there is no need to segregate the Charity's funds. 

The Charity exercised ongoing monitoring over projects conducted through its foreign 
offices. A great deal of communications were done over the phone, by email, and through 
face to face meetings, as well as through formal reports from each office. The Charity's staff 
also conducted regular monitoring and evaluation visits. 

Each foreign office submits quarterly reports to the Charity on its activities. CRA has been 
provided with copies of various of these reports that were prepared during the Audit Period. 
The AFL states that these reports are in some cases deficient, in that they do not provide 
sufficient detail on each project and do not include detailed financial accounting. We 
provide detailed responses in respect of these reports in Appendix B to this letter. These 
reports, together with other communications with the Charity to track funding and expenses 
by the foreign office, did allow the Charity to maintain oversight. The Charity is prepared to 
implement reporting templates for its foreign offices similar to those used with non-affiliated 
intermediaries. 

With respect to CRA's comments that the findings in this audit were consistent with findings 
during previous audits, it must be emphasized that the Charity received no formal 
communication in respect of these previous audits. CRA states that concerns were 

communicated verbally to the then-executive director. Whatever comments may have been 
made to the executive director by the auditor some 20 or 25 years ago — and we have seen 
no records of any kind to verify this — this cannot be equated to a formal finding of non-
compliance that was properly communicated to the Charity. It cannot be suggested that the 
Charity has defied or ignored previous audit findings. If CRA identified non-compliance in 
these audits in respect of which it expected specific action to be taken, it had an 
administrative law obligation to communicate these findings and any required corrective 
action clearly and in writing. The Charity received no findings of non-compliance and so 
continued to operate in the same manner. The Charity continually works to exercise 
direction and control and to ensure appropriate oversight, as is demonstrated in the 
Charity's many communications with its foreign offices and project partners. However, it is 
inappropriate to suggest that the Charity has failed to follow directions arising from the 
previous audits. 

Appendix B 

Attached to this letter is Appendix B which addresses CRA's specific comments on each of 
the Charity's foreign offices. 

Summary 

The Charity works with its foreign offices and strategic partner in Lebanon to supplement 
and assist its direct monitoring of projects conducted through other intermediaries. Where 
the Charity carries out activities through the foreign offices directly, the Charity exercises 
appropriate direction and control over these activities. The Charity is prepared to commit to 
specific reporting templates and protocols that will provide certainty to both the Charity and 
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CRA that it can document that all such projects constitute the Charity's own charitable 
activities. 

1.3 	Absence of Due Diligence 

(a) CRA position 

The AFL states that a Charity should conduct regular and meaningful due diligence on all 
aspects of its operations, including its partners in program delivery. The AFL states that 
while the Charity has written procedures for due diligence, there is no supporting 
documentation to demonstrate that the Charity implemented these procedures. The AFL 

states that the Charity's records did not reveal records of background checks on current or 
potential partners, minutes of committee meetings or discussions of any kind regarding 
partners or due diligence, records of discussions and verification with local contacts, and no 
documentation and information on potential partners. 

The AFL states that while there is no express due diligence requirement under the Act, all 
registered charities are expected to take necessary steps to ensure compliance with the 
requirements for registration. The AFL states that due diligence measures are simply a 
matter of good governance practice that can serve to lessen the risk that a charity's 
resources will be used in a way that could result in revocation of registration. The AFL 
states that registered charities should ensure that they have a good understanding of the 
background of their partners. 

CRA sets out more specific findings in Appendix C to the AFL. 

(b) Charity Response 

CRA's assertions with respect to the due diligence performed by the Charity on its project 
partners are both factually inaccurate and legally problematic. 

As CRA acknowledges, there is no free-standing "due diligence" obligation in the Act. The 
Act requires only that a charity devote its resources to charitable activities carried on by the 
organization itself. CRA and the courts have further interpreted a requirement that the 
Charity exercise direction and control. Nothing inherent in either of these requirements 
imposes a due diligence requirement. CRA states that due diligence is a good governance 
measure that helps to reduce the risk that the Charity's resources will be used in a way that 
could result in revocation of registration. This is true. However, this does not make "due 
diligence" an independent compliance requirement, and it is deeply problematic that the AFL 
suggests that it is and that CRA would purport to rely on this as a basis for imposing 
sanctions on the Charity. 

Furthermore, it is simply inaccurate to suggest that the Charity did not conduct appropriate 
due diligence in respect of its project partners. The Charity completely agrees that due 
diligence is an important part of its stewardship of its funds and the effective delivery of its 
charitable programs. The Charity is also of course aware of legal requirements outside the 

Income Tax Act that prohibit the funding of terrorist or criminal organizations. The Charity 
takes these obligations very seriously. Indeed, much of the Charity's work with 

 was aimed at ensuring that its due diligence processes had no gaps. 
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As described above, the Charity conducts full and rigorous due diligence on each of its 
intermediaries implementing projects outside of Canada. This includes verifying the 
constating documents and local registration of the entity, conducting a careful review of the 
organization and its principals to ensure that they are not listed on Canadian, US or United 
Nations terrorism and sanctions watch lists, as well as by conducting online research on the 
organization and its principals to ensure that they are not involved in any negative or 
controversial activities. The Charity also reviews each organization's capacity to carry out 
the project and, if the organization has worked with the Charity in the past, the Charity 
reviews that organization's compliance with the requirements imposed by the Charity. As 

CRA notes, the Charity has specific policies in this regard. 

In our view, it is clear that the Charity conducts appropriate due diligence for each of its 
project partners and there is no justification for imposing sanctions on the Charity for an 

apparent lack of due diligence. 

Appendix C contains specific responses to CRA's particular concerns regarding specific 

project partners. 

2. 	Failed to comply with or contravened any of sections 230 to 231.5 of the Act 

The AFL states that the Charity failed to comply with the record-keeping requirements in 

sections 230 to 231.5 of the Act. 

2.1 	Activities outside Canada 

(a) CRA Position 

The AFL states that out of the 31 projects it reviewed, the Charity failed to maintain or 
provide books and records in respect of seven (7) specific projects. CRA states that it was 
not provided with supporting documentation in order to effectively review these activities. 
CRA was therefore unable to determine whether or not these projects can be considered 
charitable. 

(b) Charity Response 

The Charity has reviewed its records in respect of these projects. Unfortunately, certain 
documentation has been lost due to various factors. The Charity hired a new accountant in 
2013 and a Project Development Officer in 2014 and some documentation appears to have 
been lost in the transition. Some data was also lost when the Charity replaced its desktop 
computers between 2013-2016 and migrated its computer system to a new platform in 2016. 
Unfortunately, certain of the Charity's records were also destroyed in 2016 by an interim 
executive director at the Charity as a result of a mistaken belief that they were no longer 
needed. The Charity has since replaced this interim executive director. The Charity has 
been working to obtain replacement copies of its records from its project partners, but this is 
a challenging process. Nonetheless, we confirm as follows: 

• s retained as intermediary to assist with various 
projects, including the construction of an orphanage in Pakistan. The Charity had 
worked with the organization previously, as noted in the attached Supplementary 
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Activity Report from HCI SA (Tab 55a). The Charity received photos of the 
constructed orphanage (Tab 55b). 

• This organization was appointed as the Charity's agent to 
conduct health projects through its hospital facilities in India in 2013. Attached is a 
project visit report from 2014 by , the Charity's Finance and 

Accounts officer, in which he visited the project site and reported on progress and 
further needs (Tab 56a). 	The project was also visited by the Charity's 
Communications Officer, , on April 14, 2013 (email confirming 
itinerary attached at Tab 56b). 

•  The Charity purchased dental equipment from  
in order to facilitate the provision of dental care for those in need in Syria. Attached 
is a list of items purchased by the Charity (Tab 57). 

•  This project also involved the purchase of equipment for a dental 
facility in Syria. Attached is a list of items purchased by the Charity (Tab 58). 
Together with the purchase of dental equipment from  these projects 
were referred to as the "Turkey Dental Clinics Project". 

•  The Charity purchased pharmaceuticals for a clinic in 
Syria. This was undertaken in connection with the Charity's work with  

, described further in Appendix A to this AFL 
response. Attached is a list of the pharmaceuticals purchased by the Charity (Tab 
59) 

•  The Charity entered into an agreement in March 2013 
with  for the support of 75 children in need in Syria (Tab 60). Attached are 
email communications between the Charity's executive director, staff and  (Tab 
61 )• 

• his organization — which is distinct from 
the Canadian charity — was appointed as 

the Charity's agent in 2012 to carry out Syrian relief work with refugees. We enclose 
a copy of the project agreement in respect of the transfer of funds ($180,500) 
identified by CRA (Tab 62). This transfer encompassed several sub-projects, and 
we attach completion reports for these projects, along with certain proposals and a 
breakdown of the total amount, at Tab 63a. The Charity's executive director also 
visited this partner to review this and other projects undertaken on behalf of the 
Charity (picture of visit attached at Tab 63b). 

It is true that during the audit years, books and records of the foreign offices supporting the 
activities of the Charity were being maintained overseas but were always available to the 
Charity upon request. The Charity has gathered these books and records and will maintain 
them at its head office in Ottawa. All books and records will be maintained in Canada going 

forward. 
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2.2 	Total Revenue (line 4700, T3010) 

(a) CRA Position 

The AFL identifies a discrepancy with respect to the revenue reported in the Charity's 2013 
T3010 return. CRA states that the Charity's total reported revenue for the 2013 consists of 
three streams: (i) receipted gifts, (ii) non-receipted gifts, and (iii) miscellaneous. CRA 
observed certain discrepancies in the amounts reported for receipted and non-receipted 
gifts based on donor lists provided by the Charity. CRA provides details of these 
discrepancies in Appendix E to the AFL. 

(b) Charity Response 

Receipted versus Non-Receipted Revenue 

Prior to the issuing of the AFL, the Charity completed an investigation into these financial 
discrepancies by hiring an expert external consultant ( ). The 
consultant's report was submitted to CRA, and the report concluded that the discrepancies 
arose because the Charity has a fiscal year (April-March) that differs from the calendar year 
when receipts are issued, which in turn resulted in discrepancies due to the fact that receipts 

for gifts in the first three months of the calendar year are not receipted in the current fiscal 
year but rather in the following year. 

For the 2013 fiscal year (April 1, 2012 to March 31, 2013), the Charity issued tax receipts in 
February 2013 for all gifts in the 2012 calendar year. However, gifts in the final 3 months of 
the 2013 fiscal year (January - March) were receipted in February 2014. The Charity filed 
its T3010 return in September 2013 for its fiscal year ending March 31, 2013, before 
receipts had been issued for gifts received in these final 3 months, and after it had been 

audited by its external auditor . The T3010 return was accurate at the time, 
and no discrepancy was reported. The amounts of receipted and non-receipted gifts were 
clear, matched the Charity's  Database, and were audited by its external 
auditor. However, in February of 2014, receipts were issued for gifts received in the three 
months of January - March 2013. At that point, the amount of receipted and non-receipted 
gifts changed, and the amount of $533,601.27 shifted from non-receipted to receipted 
revenue. This amount was reported by the Charity to CRA on the T3010 as non-receipted, 
because of this fiscal year difference. 

As corrective action to ensure this will not occur again, the Charity has already taken the 
following actions: 

• The Charity has started monitoring and auditing this process monthly. After the 
Charity has analyzed a full year's results, it will establish controls over this process to 
be monitored and measured regularly to ensure the full compliance with CRA rules 

and regulations. The Charity has hired two professional chartered accounting firms 
to assist it in this process:  (Chartered Professional 
Accountants - CPA, CMA) and  (CPA - ACCA) (Tab 
64). 

• The Charity has changed its fiscal year end to move to a calendar year starting in 
2019, which was approved by CRA (Tab 65). Thus, the Charity's fiscal year will 
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match the calendar year and be easier to track and reconcile with respect to 
receipted and non-receipted revenue. 

• The Charity has already studied and received quotes from  (owners of its 
database system) to implement " in 2019, which is a complete 
database and financial solution attached to the  System (see attached 
at Tab 66). 

• The Charity is now also studying the possibility of issuing an official donation receipt 
immediately after one-time donations are made and issuing a consolidated receipt in 
February for monthly donations in the previous year. 

The Charity is confident that it will be able to minimize if not eradicate these variances 
between the T3010 and its database with the solutions introduced above, and it will continue 
to move forward with these new best practices. 

Gap Between T3010 and Revised Donations Received 

The Charity has reviewed CRA's comments in Appendix E with respect to CRA's attempt to 
reconcile the total donations (receipted and non-receipted) generated by the Charity's 

 reports and the revenue presented in the audited financial statements, and 
what was reported in the March 31, 2013 T3010 information return. 

As stated in Appendix E, CRA determined a difference of approximately $217,000. The 
Charity's explanation is that the reports reflect donation revenue received on 
a cash basis. The financial statements reflect revenues adjusted for deferred revenues for 
externally restricted projects that will be completed in future years. For financial statement 
purposes, the net change in the deferred revenues was recorded as an increase or 
decrease to accounting revenues. 

For the fiscal year ended March 31, 2013 , the net change in deferred revenues from note 7 
of the audited financial statements was approximately $297,000, which was reflected as an 
addition to revenues. This leaves a final difference of approximately $79,000. 

CRA conducted a further analysis in Appendix E to the AFL in which it compared total 
deposits received by the Charity as indicated on its bank statements to the revenues 
reported in the audited financial statements and the T3010 return. On page 3 of Appendix 
E, CRA has calculated total deposits of $7,549,810. CRA then calculated expected cash 

revenues per the reported T3010 by deducting the approximately $217,000 difference noted 
above, gifts in kind, investments and other non-donation revenue, and came up with 
$7,306,722. The difference between $7,549,810 and $7,306,722 was $243,088. CRA then 
concluded that this difference represents revenues that the Charity failed to capture in its 
accounting system. 

The Charity has done its own analysis of total cash deposits to determine if CRA's 
conclusion is correct. The Charity's analysis involved the following process: 

• summarizing for each bank account the total "credit" transactions from the monthly 
bank statements, which reflect the deposits/increase to the bank accounts (during 
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the 2012-13 fiscal year, the Charity used three bank accounts at S — 2 
Canadian accounts and 1 US dollar account); 

• summarizing any NSF for returned deposits; 

• summarizing transfers between bank accounts; 

• identifying wire transfer returns — these represent wire transfers sent to project 
partners that could not go through and were therefore returned to the Charity. The 
amounts are not revenue, but a reversal of project expenses; and 

• identifying other receipts such as HST rebates received, insurance settlement 
proceeds and rebates that were not recorded as revenue (either as reduction of 
accounts receivable or netted against related expenses). 

Please see the attached schedule summarizing the results of this analysis (Tab 67): 

• Part 1 of the schedule reconciles the revenues presented on the audited financial 
statements and the T3010 to the reported cash donations (receipted and non-
receipted). This amounts to $7,195,074. 

• Part 2 of the schedule presents the Charity's analysis of cash deposits per the bank 
statements, adjusted for the items noted above (NSF deposits, transfers between 
bank accounts, returned wire transfers, other non-revenue transactions). The 
Charity's final total for this analysis is $7,255,344. 

The difference between these two numbers is $60,270. 

• Part 3 of the schedule recalculates the total receipted and non-receipted donations 
per the revised  listings provided to CRA, then compares it to the Part 1 
calculation. 

After deducting the donations in kind amount from the  totals, final cash 
donations amount to $7,274,593. The difference between this amount and the Part 1 
amount of $7,195,074 is an amount of $79,519. 

Both comparisons show a difference of less than $100,000. While the Charity has been 
unable to reconcile these figures perfectly, it is possible that other non-receipted revenue 
could be found with more time. As such, the Charity believes that it has properly captured 
its revenues in its accounting system. 

3. 	Issued a Receipt for a Gift or Donation otherwise than in accordance with the 
Act and its Regulations 

(a) 	CRA Position 

CRA alleges that the Charity has engaged in third-party receipting by engaging in funding 
arrangements with non-qualified donees. CRA identifies several third party organizations in 
the audit years in respect of which the Charity is alleged to have issued official donation 
receipts for gifts that were not intended for the Charity but rather for the third party 
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organizations. CRA proposes to impose penalties under section 188.1 for improper 
receipting. 

The basis for CRA's position is set out in Appendix D to the AFL. CRA cites various 
communications between CRA and its project partners which CRA believes indicate that the 
Charity was merely acting as a conduit to flow funds to these entities and enable receipts to 

be issued to donors to these organizations. 

(b) 	Charity Response 

The Charity has not engaged in third party receipting. This allegation appears to be based 
on a misunderstanding of the Charity's fundraising practices, as well as its practices with 
respect to project selection and implementation. 

As discussed above, the Charity collaborates with socially engaged individuals, support 
groups and organizations that are familiar with issues and needs in their local communities 
worldwide. Such groups will sometimes bring issues to the Charity's attention as potential 
projects for the Charity's consideration. The Charity reviews and vets all such proposals in 
accordance with its policies and practices described above. In some cases, the Charity will 
determine that the project is consistent with its mission and priorities and will proceed to 
move forward with it. In other cases, the Charity will determine that the project is not aligned 
with its mission, is beyond its capacity, or will otherwise not move forward with the project. 
The Charity has foregone funds offered to the Charity upon determining that it would not be 
able to use the funds effectively. 

The key is that the Charity does not accept funds or engage in project-specific fundraising 

until it has reviewed and approved a project. The Charity also makes clear to donors that 
they do not have the right to direct the Charity with respect to the spending of a donation. 
Attached is an email in which the regional director of HCI Middle East confirms that he 

explained to donors who wanted to specify particular beneficiaries of a project that this is not 
permitted, and that the Charity does not simply funnel funds to directed recipients (Tab 68). 

The Charity uses various approaches to fundraising. This can include working with 
individuals and groups that are connected to the communities in which the project will occur. 
The Charity may appoint these individuals and groups as volunteers to promote the 
Charity's mission, objectives, and to appeal to their contacts, membership and audience on 
behalf of the Charity. In some cases, funds are collected by these individuals and groups on 
behalf of the Charity and are then forwarded to the Charity. This is a common practice for 
many registered charities, and CRA has specifically recognized it in Charity Policy 
Commentary CPC-026 Third Party Fundraisers (Tab 68b). The Charity has specific policies 
with regard to fundraising and receipting that confirm its commitment to compliance with the 

Act. 

Upon receipt of these funds together with a list of donors and the amount donated by them, 
the Charity would issue tax receipts directly to each donor for the eligible amount of their 

gift. 

Where the Charity engages third parties to solicit funds on its behalf, it communicates 

clearly with all such parties that all funds raised will be owned by the Charity and subject to 
its full authority. Where funds are raised to support a particular project, these funds become 
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restricted for use for that project as a matter of charitable trust law. However, the Charity 
retains full authority to execute the project using such intermediaries as it sees fit and only in 
accordance with the Charity's ongoing direction and control. While the Charity will consider 
suggestions from its partners and from any supporting groups, the Charity makes all final 
decisions on its own after complete evaluation. 

As such, under no circumstances has the Charity ever lent its charitable registration to any 
outside organization for receipting purposes. The Charity has only ever issued tax receipts 

for funds received by the Charity and utilized for projects undertaken by the Charity. Project 
funds are disbursed only in accordance with the procedures above and subject at all times 
to the Charity's direction and control. 

Attached as Appendix D to this letter is a detailed response to the specific allegations raised 
by CRA. 

4. 	Failure to File an Accurate T3010 Return 

4.1 	Donations Received Amounts 

(a) CRA Position 

As noted above in section 2.2, the AFL identified certain discrepancies in respect of the 
Charity's T3010 return for its fiscal year ending in 2013. CRA alleges that the charity under 
reported receipted gifts and over-reported non-receipted gifts. 

(b) Charity Response 

The Charity's explanation for this issue is set out above under section 2.2. As noted, the 
Charity has changed its fiscal year to a calendar year to better reconcile the recognition of 
revenue as between its financial statements and its T3010 return. 

4.2 	Total Expenditures on Activities Outside Canada 

(a) CRA position 

CRA identifies discrepancies as between the Charity's reported expenditures outside 
Canada on its T3010 returns for 2012 and 2013, and its Detailed Project General Ledger. 

(b) Charity Response 

The Charity has reviewed this issue carefully and consulted with its financial auditor. 

The AFL attempts to reconcile Activities Outside Canada as per schedule 2 of the T3010 to 
the amounts recorded in the audited financial statements. In the Charity's initial response to 
CRA, the Charity provided details of the amounts that made up the original T3010 schedule 
as well as the details of the general ledger accounts. As part of this process, the Charity 
provided a schedule that reconciled the total per the T3010 schedule to the general ledger 
account details, then this latter amount to the amount recorded in the audited financial 
statements. 
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CRA has indicated in the AFL that it noted and appears to accept the reconciling of items 
between the three amounts (page 22). However, in doing a revised comparison, it appears 
that CRA has not compared the correct numbers. Specifically, CRA did not take into 
account that the Charity noted that the project expenses include payments to domestic 

suppliers for services or materials related to the country projects and therefore do not 
appear on the T3010 Schedule 2. 

The Charity has prepared a new reconciliation for foreign expenditures for both the 2012 
and 2013 fiscal years (Tab 69). The reconciliation begins with the total preliminary general 
ledger amount for each year, which is the number that CRA began with (as noted in footnote 
54 on page 24 of the AFL). The reconciliation includes two columns that segregate this 

amount between amounts paid to foreign suppliers and amounts paid to domestic suppliers. 
The reconciliation then shows how the final audit adjustments reconcile the total to the final 
amount presented in the audited financial statements. It then compares the amount for 
foreign supplier payments to what was reported on Schedule 2 of the T3010. 

For the year ended March 31, 2013, the variance is approximately $88,000 versus the 
variance of $513,000 stated by CRA (noted on page 24 of the AFL). This represents input 
errors that were made. It is our view and the view of the Charity's financial auditors that a 
difference that is below $100,000 is reasonable for an organization of this size. 

For the year ended March 31, 2012, the variance is larger - approximate $429,000. The 
main reason for the difference is that approximately $402,000 of expenses had been posted 
as a direct reduction to the deferred revenue accounts in the general ledger and not to the 
expense accounts. Otherwise, the remaining difference of $27,000 is reasonable and 
reflects other input errors. 

In summary, the revised schedules reconcile the amounts recorded per the financial 
statements to what was reported on the T3010 schedule 2 for 2012 and 2013. For 2013, 
the final variance is below $100,000. For 2012, there was a larger reporting error identified. 
However, the reason for the error is isolated to that specific year. 

Ultimately, the books and records of the Charity after recording the final audit adjustments 
are accurate and are represented in the audited financial statements. 

5. 	Revocation and Intermediate Sanctions are Not Appropriate 

The Charity submits that the submissions above demonstrate that revocation is not an 
appropriate sanction in this case. Even if the Charity has been non-compliant with applicable 

tax rules in certain minor ways, the areas of alleged non-compliance are not such that it is 
appropriate to revoke the registration of the Charity. The Charity remains committed to full 
compliance with the Act and is prepared to work with CRA to ensure its full compliance. 

This can be accomplished with an appropriate compliance agreement. The Charity submits 
that this is consistent with CRA's audit policy, as set out in CRA's current published 
guidance on the audit process for registered charities (Tab 70) 6 . 

6  http://www.cra-arc.gc.ca/chrts-gvngichrts/dtng/dt-prcss-eng.html  
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According to CRA's published guidance, revocation of registration is only appropriate where 
one or more of certain elements are present. These elements are: 

• the non-compliance is serious and intentional; 

• the non-compliance has had a substantial, adverse effect on others (beneficiaries, 

donors, or funders); or 

• the charity had a previous record of serious non-compliance or cannot or will not 

follow the rules. 

The Charity submits that none of these conditions are met. 

First, the Charity submits that it has not in fact engaged in serious or intentional non-
compliance. The Charity has substantially complied with all obligations under the Act. The 
Charity has operated on the entirely reasonable understanding that its activities and mode of 
operations were accepted by CRA as fully charitable and compliant with the Act. The 

Charity cannot be said to have engaged in serious or intentional non-compliance. Indeed, 
the Charity hired the leading security law counsel in the country to assist it in its compliance. 

To the extent that the Charity has failed to comply with the Act, this has not in any way 

adversely affected any beneficiaries, donors or funders. The Charity's funds were used 
appropriately on charitable relief and development projects. There is no suggestion by CRA 
otherwise. 

Furthermore, the Charity is clearly both willing and able to bring itself into compliance with 
the Act. The Charity has never been subject to any formally communicated finding of non-
compliance in the past. The Charity has worked in good faith to improve its processes. The 
Charity has a sincere commitment to compliance and has made (and continues to make) a 
good faith effort to rectify any problematic practices in the past. 

The cumulative effect of the above is that revocation is inappropriate. 

Furthermore, there is no justification for imposing intermediate sanctions, either for improper 
receipting or for gifts to non-qualified donees. As discussed above, the Charity has not 
engaged in any improper third party receipting. Furthermore, it has not made gifts to non-
qualified donees; rather it has provided funds to its project partners pursuant to specific 
arrangements that are designed to ensure direction and control over the projects. The 
inclusion of non-qualified donees in the Charity's form T1236 was a mere inadvertent error. 

Conclusion 

As stated above, the Charity has been operating since 1980, and since then it has disbursed 
over $150 million to those in need in Canada and abroad. The Charity has very deep 
grassroots in the Muslim community, and in Canadian society. Throughout 38 years of 

history, the Charity has 30,000 active donors and has worked with more than 1000 
Canadian organizations including other charities, NGOs, non-profit associations, 
government agencies, educational institutions, student clubs, UN agencies, companies, and 
many more. The Charity is a proud Canadian institution which has a very significant number 
of Canadian stakeholders working with it, supporting it, depending on it, and who will be 
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affected adversely by its demise. Not only is the Charity the first Muslim charity in Canada 
that was principally and professionally engaged in multi-jurisdictional international relief and 
development work, it continues to be one of the very few Canadian charities raising the 
Canadian flag in Muslim communities across the globe. The Charity announces proudly that 

it is Canadian in all its activities, promotion, marketing, and events. With all its improvements 
and commitments, the Charity will excel in serving humanity around the world as the oldest 
Canadian Muslim charity engaged in international relief and development work. 

When you have had an opportunity to review the foregoing, we would propose that we 
arrange a meeting in Ottawa to provide additional clarity and to discuss a resolution to this 
audit through an appropriate compliance agreement. Please contact me at your 
convenience to discuss. 

Sincerely, 

Encl. 
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APPENDIX D 

THIRD PARTY RECEIPTING 

CRA alleges that in some instances, the Charity appears to have issued official donation 

receipts for gifts that were in substance gifts to another organization that is not a qualified 
donee. This is not accurate. The Charity's AFL response sets out the Charity's general 
response to this allegation. In all cases, the Charity raised funds for projects that it decided 
to conduct through third party intermediaries, and over which the Charity sought to maintain 

direction and control. While in some instances the Charity engaged third parties to assist it 
in its fundraising efforts, this should not be interpreted to suggest the Charity is engaged in 
receipting for gifts to third parties. 

Below is the Charity's response to certain specific allegations made by CRA in Appendix D 
to the AFL. 

1. 	  

The AFL asserts that the Charity issued donation receipts for donations intended for  
CRA notes that a representative of ,  , appears to have been 

authorized to collect funds on behalf of the Charity. CRA notes that was 

provided with a donation acknowledgement book which  t used to issue 
acknowledgements to donors to the Charity. Funds raised by were deposited in 
the Charity's bank account and the Charity issued official donation receipts to these donors. 

CRA states that these donations were in fact gifts to . CRA states that  
"instructed" the Charity to send funds raised to . CRA states that "the [Charity] issued 
donation receipts for gifts intended fo T in the amount of $41,436 for FY2012 and 
$39,671 in FY2013. 

This characterization of the relationship between the Charity and — or of  
role in raising funds — is not accurate.  is an organization based in India. The Charity 
entered into agreements with  to carry out education projects in India (Tab 211). The 
funds raised on behalf of the Charity and provided to  were pursuant to these 
agreements. This is an ongoing project in operation for many years, approved by the 
Charity in the manner that it approves other charitable projects 

The Charity uses a diaspora method of fundraising, which means engaging third parties to 
assist it in reaching out to the Charity's donor base.  was engaged by the 
Charity for this purpose. The Charity's executive director issued him a letter authorizing to 

collect funds for this project, issue acknowledge receipts, deposit funds in the Charity's 
account and provide details about the donors to whom the Charity issued the tax receipts 
(Tab 212). M aintained detailed records of all donations, using the methodology 
directed by the Charity, to ensure that donations were accounted for properly. 

Since the funds were raised and restricted for this particular project, as a matter of trust law 
they had to be disbursed by the Charity for this project. This would be true regardless of 
whether the funds were raised with third party assistance. Control of donations remained 
with the Charity. It is inaccurate to suggest that M instructed" the Charity to 
transfer funds. He simply indicated, as a representative of engaged in the delivery of 



Page 63 

the project on the Charity's behalf, when funds were needed pursuant to the project 
agreement with the Charity. 

As such, the Charity did not issue receipts for funds donated to another organization. It 
simply engaged a third party to assist in raising funds for a project carried out through an 
intermediary as the Charity's own activity. 

2. 	  

The AFL states that  appears to raise funds for its projects using the Charity's 
registration number. CRA cites  audited statements documents that state that "  
raises funds using Human Concern International's (HCI) charitable number and we deposit 
all funds to HCI". CRA also notes that  website states "to donate now please go to 
our partners website HCI". CRA states that when H receives donations from donors, it 
deposits the donation in the Charity's bank accounts, whereupon the Charity provides 
official donation receipts to the donors. CRA states that the Charity then, "at H
request", transfers funds to  in support of projects in Somalia. CRA reviews email 
chains allegedly reflecting this process. CRA states that the Charity issued donation 
receipts totalling $12,240 for donations intended for  in FY2013. CRA acknowledges 
that the Charity did monitor  activities and received detailed reports. However, CRA 
states that this is done to "obfuscate the true nature of the transaction; namely, that the 
[Charity] issued donation receipts for funds intended for . 

As with , CRA mischaracterizes the relationship between the Charity and . 
 is an intermediary of the Charity carrying out charitable activities on the Charity's 

behalf in Somalia. Attached are agreements between the Charity and  (Tab 213). 

The Charity did not allow  to use the Charity's registration number. Rather, the 
Charity works with , which is a Canadian non-profit organization, to assist in 
raising funds for the Charity to be used in projects conducted through  on 

behalf of the Charity. 

 is a Canadian organization comprised of Somali diaspora who have in depth 
knowledge about the challenges (basic needs, poverty, illiteracy, clean water, etc.) facing 
the people of Somalia. The Charity encouraged individuals involved with  to 
become a part of the Charity's core of volunteers and to assist the Charity in promoting and 
raising funds for the projects that the Charity has been undertaking in Somalia. 

The fact that the Charity uses to assist it in raising funds does not imply that 
the Charity will carry out projects in Somalia using o as its exclusive agent. In 2011, 
the Charity decided that funds raised by Somali diaspora would be utilized for certain 

projects in Somalia and initially intended that the implementing intermediary will be a local 
organization called . However, after lengthy discussions with , the 
Charity determined that  was not able to work in certain parts of Somalia (e.g. 
Puntland, Galkayo and Mogadishu North). The Charity then looked for another partner with 
which it could conduct relief and development projects in regions of Somalia that the Charity 
could not otherwise access through its other existing partners. The Charity's Project 
Development Officer at the time introduced the Charity to . Upon conducting 
its due diligence on , the Charity determined that it would work with  
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which the Charity determined could facilitate the implementation of the Charity's projects in 

these areas. A Charity Project Officer went to Somalia and had detailed discussions with 
 personnel, which resulted in the Charity approving  as an intermediary 

in the areas where they had strong presence in Somalia. 

A board member of the Charity joined the Charity's personnel to assess the Charity's 
emerging role in Somalia. In order to be present in Africa and further strengthen the 
Charity's direction and control, the Charity decided to open its own office in Hargeisa (HCI 
East Africa) and hired a liaison officer to oversee projects, conduct monitoring and 

evaluation visits as well as support the Charity's activities in other parts of Africa. 

 is part of the Somali diaspora, and is a Charity volunteer representative 
who is helping the Charity raise funds for its projects in East Africa. 

All funds raised were under the Charity's control and were disbursed for charitable projects 
of the Charity. Attached are various photographs of the Charity's projects in Somalia for 
which  assisted in raising funds (Tab 214). Since the project activities undertaken 

were the Charity's charitable activities, appropriate tax receipts were issued to donors to the 
Charity in support of these projects. 

The Charity acknowledges that certain of the statements in the H documents and 

website are potentially misleading. These statements were made by  without the 
Charity's consent. The Charity will discuss this issue with  to ensure that  
clarifies its public statements regarding its role in supporting fundraising efforts for the 
Charity. 

3. 	  

As with  and  CRA states that the Charity issues official donation receipts to 
donors for donations intended for . The AFL notes certain emails that, in 

CRA's view, show individuals associated with receiving funds from 
donors, depositing them in the Charity's accounts, and providing donor information to the 
Charity so that the Charity can issue official donation receipts. The individuals then request 
that the funds be transferred to the . CRA acknowledges that the 
Charity provided it with an project proposal and written agreement in respect of the funds 
transferred to the  in 2012, but states that the agreement appears to 
have been designed to make it appear as if the U as undertaking 
activities on behalf of the Charity. CRA states that the Charity did not demonstrate direction 

and control over the projects. CRA also states that the Charity retained a 5% administrative 
fee "for processing the funds for the n". CRA states that the Charity 
issued official donation receipts for gifts intended for the  in the amount 
of $70,000 in FY2012 and $18,100 in FY2013. 

The  is an intermediary registered in Kenya. The Charity has been 
implementing an educational project for poor and needy students through this intermediary. 
CRA was provided with copies of the project proposal and agreement in respect of this 

project. Contrary to the CRA suggestion, these documents were not prepared to create a 
false impression that the  was engaged in work on the Charity's behalf. 
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In fact, the  was appointed by the Charity as a real intermediary to 
pursue an education project consistent with the Charity's purposes. The Charity monitored 
the project as with all others (attached at Tab 215 are pictures of students benefitting from 
this program). 

In Canada, this project is supported mainly by Kenyan diaspora who assist the Charity in 

raising funds for the Charity's charitable activities. The group involved with this initiative was 

encouraged by the Charity to become a part of its core of volunteers and assist it to raise 
funds for the projects that the Charity undertakes in Kenya.  and 

are members of the Kenyan diaspora and have volunteered to help the Charity raise 

funds for these projects. The funds raised with the help of Kenyan diaspora are utilized by 
the Charity for this educational project. Funds are disbursed after scrutinizing the progress 
of the project based on project reports and visits by the Charity's personnel, as well as 
discussion with diaspora in Canada who are involved in supporting this project. 

Funds are donated to the Charity and belong to the Charity to support its projects. No 
receipts are issued for donations not made to the Charity. 

As for the "retention" of 5% of the donated funds, there are always administration costs 
involved in undertaking projects and these costs are part of the Charity's project related 
expenses. While the language in some communications could be read to suggest that it is 
an administrative fee retained for services provided to the , in fact the 

Charity is simply confirming that not all funds raised for the project will be transferred to the 
intermediary. The Charity has its own costs to meet in conducting and overseeing the 
project. 

All funds raised were under the Charity's control and were disbursed for its projects. Since 
the project activities undertaken were the Charity's charitable activities, the Charity issued 
official donation receipts for donations received by the Charity. 

4. 	

CRA states, as with the other organizations listed in Appendix D, that the Charity has issued 
receipts for donations intended for . CRA cites email chains and deposit records 
and states that  receives and deposits donations with the Charity, whereupon the 
Charity provides official receipts and transfers funds to . 

 is based in Srinagar, Munshigonj in Bangladesh. A committee of Bangladeshi 
diaspora helped the Charity to raise funds for an education and skilled training project 
carried out by  on the Charity's behalf. The CRA received copies of the project 
agreements in relation to this project during the audit (Tab 216). 

This project was initiated with help from the Bangladeshi diaspora and was approved by the 
Charity as one of its projects. The diaspora group has been engaged as third party 
fundraisers and provided with acknowledgement receipts. The group has been authorized 
by the Charity to raise and deposit the funds in the Charity's account as well as provide 
details about the donors contributing for this project. Tax receipts are issued for donations 

received by the Charity. 
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The government of Bangladesh (NGO Bureau) requires the funding commitments in 

advance in order to approve the receipt of foreign funds by intermediaries registered in 
Bangladesh. The Charity has been releasing such letters to its intermediaries. Funds are 
disbursed after receiving the NGO Bureau's approval. Periodic project visits were 
undertaken by HCI personnel (Financial Officer, Fundraising/Communication Officer) as well 

as volunteers from the diaspora to review this particular project and other projects in 
Bangladesh (see attached trip itinerary of the Charity's Communications Officer at Tab 217). 

Funds raised are designated and restricted for this particular project and must be disbursed 

on an installment basis as per project needs and its progress. The control of the 
disbursement of funds remained with the Charity. This is an ongoing project of the Charity 
which was initiated years ago. It was entirely appropriate of the Charity issue official 

donation receipts to donors to the Charity in support of this project. 

5.  

CRA states that the Charity has issued receipts for donations intended for . CRA 
cites email chains and deposit records and states that receives and deposits 
donations with the Charity, whereupon the Charity provides official receipts and transfers 

funds to . 

 is one of the largest, best organized and highly respected educational institutions in 
India. The Charity engaged it in 2011 to carry out educational projects on the Charity's 
behalf. CRA received copies of the agreements between the Charity and  (Tab 218). 

The Indian diaspora involved in supporting this project comes mainly from the state of 
Gujarat, where this educational project is located. They are helping poor and needy students 
in Gujarat, India to receive quality education for free. volunteers for the 
Charity as well as for with the sole aim to help the Charity with this project. 

All funds raised come to the Charity and are properly recorded in the Charity's  
system and are allocated for this project. Funds are disbursed as per the needs of the 
project after following the Charity's standard practice of project evaluation. The Charity's 
personnel as well as volunteers, board members frequently visited this project. 

It was entirely appropriate of the Charity issue official donation receipts to donors to the 

Charity in support of these projects. 

6.  

CRA states that it appears that is collecting funds for projects and 
depositing them in the Charity's accounts whereupon the Charity issues official donation 
receipts. CRA states that in some instances these funds are referred to as "credit balances" 
which CRA interprets to mean that the funds are designated for  projects. CRA notes 
that  was both a director of the Charity and the president of . CRA 



Page 67 

cites emails and deposit records and states that it appears that the Charity is issuing 
receipts for donations intended for  

 served as a volunteer representative of the charity. In 2011, discussions 
were held with him about the charitable projects needed for the poor and needy people in 
different countries around the globe, particularly in India. He was authorized by the Charity 
to raise funds for these projects. As a volunteer representative, he was authorized to 

promote the Charity and its projects, conduct awareness raising programs to solicit donor 
support, participate in and arrange for fundraising events as well as make personal contacts 
with various donors and support groups: individuals, Mosques, Community Centres, 
businesses and organizations. This is consistent with the Charity's diaspora fundraising 
practices. 

All funds raised by him on behalf of the Charity were promptly sent to the Charity. Funds 
were either deposited by him in the Charity's account and or sent to the Charity directly by 

him or by the donors themselves. He was also authorized to issue acknowledgement 
receipts to individual donors as a record of their donations and send records to the Charity 
of all donations made by donors. All funds were designated for projects of the Charity, 
including through  as intermediary. 

Once these funds were received by the Charity, they were promptly checked for accuracy 
and recorded in the Charity's  system under various projects. All funds received 
belonged to the Charity and the Charity was responsible for making decisions about the 
projects that would be funded after following the process of receiving and scrutinizing 
proposals received from the Charity's intermediaries (see process described generally in the 
Charity's AFL response). 

The designation ' was used by the Charity as a Project Code to identify the 
source of funds. It did not mean that these funds were for since the funds donated to 
the Charity were for several projects in many countries. These funds were properly 

designated to several of the Charity's projects such as healthcare, education, poverty 
alleviation, basic needs etc. 

The term "Credit Balance" is a wrong use of words. In fact, it refers to funds that were 

already utilized for such projects and the additional funds that will be sent once proper 
reports have been received and a decision has been made about continuing with 
implementing these projects. 

Several staff and donors conducted monitoring and evaluation visits to these projects and to 
the Charity's intermediaries in India to ensure that the Charity's funds are promptly utilized, 
projects are satisfactorily implemented, and proper direction and control is maintained (Tab 
219). 

 was not serving on the Charity's board during the audit period (2011-
2013). He joined the Board of the Charity in September 2015. Prior to this he was serving on 
the  board, but it was before he was engaged with the Charity as a volunteer 

representative. 

Once again, it must be emphasized that funds received by the Charity were not intended for 
; they were solely and exclusively for the Charity's projects. The Charity did not 
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facilitate gifts to a non-qualified donee or issue donations receipts to donors on  
behalf. These projects were the Charity's projects. Donors contributed to the Charity for 

these projects, which were implemented through its intermediaries. Since funds came to the 
Charity from donors, tax receipts were promptly issued to them. Diaspora/support 
groups/donors may provide their opinion, suggestions and advice about needs around the 

world and the type of projects that would address these needs, but it is within the Charity's 
discretion to consider and proceed with their suggestions about the projects and 
intermediaries. All projects must meet the Charity's criteria for selection and the projects 
must meet all requirements regarding direction and control described above in the AFL 
response. 

All applicable transactions are recorded and accounted for properly within the Charity's 
donor tracking and accounting system to ensure all donations are both legitimate and 
properly accounted for. 

7. 	OTHER 

CRA claims that certain of the Charity's partner websites, social media websites and public 
reports advise that donations to their programs are eligible to obtain tax receipts facilitated 

through the Charity: specifically, , ,  

The Charity did undertake projects with the abovementioned intermediaries. The Charity has 
also engaged with diaspora in the Canadian community to help fundraise for these projects. 
The Charity had made appeals on its own website and social media. Its intermediaries such 
as  and also made appeals on their website and social media without 
the Charity's consent. Upon learning about this, the Charity communicated with its 
intermediaries to remove this from their website and social media. 

The Charity was not aware that  has made similar statements. The 
Charity intends to contact  as well to direct them to discontinue this 
misleading practice. 
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