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An Administrative Fairness Letter (AFL) is a letter sent by the CRA to charity applicants 
explaining that the organization may not be eligible for charitable status.  It also is the 
letter that CRA may send to a registered charity during an audit when the CRA has 
found during the audit significant concerns with the operation of the registered charity.  
The AFL gives the applicant or registered charity the opportunity to respond to CRA’s 
concerns and explain why the organization should be eligible for charitable status or 
why it should remain a registered charity.   

We requested from CRA under the Access to Information and Privacy system copies of 
standard letters and scripts that the CRA uses in the Charities Directorate. One of the 
documents provided was a list of common paragraphs sent to applicants in an AFL. It 
contains explanations of common concerns that CRA may find during an audit that 
unless appropriately addressed may result in various penalties, sanctions or even 
revocation.  

The full document is reproduced on the next page.   
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General legal principles 

In order to maintain charitable registration under the Act, Canadian law requires that an 
organization demonstrate that it is constituted exclusively for charitable purposes (or 
objects) and that it devotes its resources to charitable activities carried on by the 
organization itself in furtherance thereof. 1 To be exclusively charitable, a purpose must 
fall within one or more of the following four categories (also known as "heads") of 
charity2 and deliver a public benefit: 

• relief of poverty (first category); 
• advancement of education (second category); 
• advancement of religion (third category); or 
• certain other purposes beneficial to the community in a way the law regards as 

charitable (fourth category). 

The public benefit requirement involves a two-part test: 

• The first part of the test requires the delivery of a benefit that is recognizable and 
capable of being proved, and socially useful. To be recognizable and capable of 
being proved, a benefit must generally be tangible or objectively measurable. 
Benefits that are not tangible or objectively measureable must be shown to be 
valuable or approved by the common understanding of enlightened opinion for the 
time being. 3 In most cases, the benefit should be a necessary and reasonably 
direct result of how the purpose will be achieved and of the activities that will be 
conducted to further the purpose, and reasonably ach ievable in the 
circumstances. 4 An assumed prospect or possibility of gain that is vague, 

1 See subsection 149.1 ( 1) of the Act , which requires that a charitable organization devote all of its resources to 
"charitable activities carried on by the organization itself" except to the extent that an activity falls within the specific 
exemptions of subsections 149.1 (6.1) or (6.2) of the Act relating to political activities, and Vancouver Society of 
Immigrant and Visible Minority Women v MNR, [1 999] 1 SCR 1 Oat paras 155-1 59 [ Vancouver Society]. A registered 
charity may also devote resources to activit ies that, while not charitable in and of themselves, are necessary to 
accomplish their charitable objectives (s uch as expenditures on fund raising and administration). However, any 
resources so devoted must be within acceptable legal parameters and the associated activities must not become 
ends in and of themselves. 
2 The Act does not define charity or what is charitable. The exception is subsection 149.1 (1) which defines charitable 
purposes/objects as including "the disbursement of funds to qualified donees" . The CRA must therefore re ly on the 
common law definition, which sets out four broad categories of charity. The four broad charitable purpose/object 
categories, also known as the four heads of charity, were outlined by Lord Macnaghten in Commissioners tor Special 
Purposes of the Income Tax v Pemsel, [1 891] AC 531 (PC) [Pemse~. The classification approach was explicitly 
approved of by the Supreme Court of Canada in Guaranty Trust Co of Canada v MNR, [1 967] SCR 133, and 
confirmed in Vancouver Society, supra note 4. 
3 See generally Vancouver Society, supra note 4 at para 41 , Gonthier J, dissenting; Gilmour v Coats et al, [1 949] 1 All 
ER 848 [Gilmour]; National Anti-Vivisection Society v IRC, [1947] 2 All ER 217 at 224 (HL), Wright LJ [National Anti
Vivisection Society]. 
4 See for example In re Grove-Grady, [1 929] 1 Ch 557 at 573-574; Plowden v Lawrence, [1929] 1 Ch 557 at 588, 
Russell LJ ; National Anti-Vivisection, supra note 6 at 49, Wright LJ; IRC v Oldham Training and Enterprise Council, 
[1 996] BTC 539 [ Oldham] ; Pemsel, supra note 5 at 583. 
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indescribable or uncertain, or incapable of proof, cannot be said to provide a 
charitable benefit. 5 

• The second part of the test requires the benefit be directed to the public or a 
sufficient section of the public. This means a registered charity cannot: 

o have an eligible beneficiary group that is negligible in size, or restricted 
based on criteria that are not justified based on the charitable purpose(s); or 

o provide an unacceptable private benefit. Typically, a private benefit is a 
benefit provided to a person or organization that is not a charitable 
beneficiary, or to a charitable beneficiary that exceeds the bounds of charity. 
A private benefit will usually be acceptable if it is incidental, meaning it is 
necessary, reasonable, and not disproportionate to the resulting public 
benefit. 6 

As well, a charitable purpose7 should not be broad or vague. If the wording is too broad 
or vague, it will not be clear that a purpose is charitable (falls within a charitable purpose 
category and provides a public benefit) and defines the scope of the organization's 
activities. "Broad" means the purpose may allow for both charitable and non-charitable 
activities and/or the delivery of unacceptable private benefits. "Vague" means the 
wording may be interpreted in different ways. A purpose that is too broad or vague may 
not be eligible for registrat ion8. 

The question of whether an organization is constituted exclusively for charitable 
purposes cannot be determined solely by reference to its stated purposes, but must 
take into account the activit ies in which the organization currently engages. In 
Vancouver Society of Immigrant and Visible Minority Women v MNR, the Supreme 
Court of Canada stated as follows: 

But the inquiry cannot stop there. In Guaranty Trust, supra at p.144, this Court 
expressed the view that the question of whether an organization was constituted 
exclusively for charitable purposes cannot be determined solely by reference to 
the objects and purposes for which it was originally established. It is also 
necessary to consider the nature of the activities presently carried on by the 
organization as a potential indicator of whether it has since adopted other 
purposes. In other words, as Lord Denning put it in Institution of Mechanical 

5 See National Anti-Vivisection Society , supra note 6 at 49, Wright LJ ; In re Shaw deed, [1957] 1 WLR 729 ; Gilmour, 
supra note 6, Simonds LJ at 446-447. 
6 For more information about pub lic benefit , see CRA Policy Statement CPS-024, Guidelines for Registering a 
Charity : Meeting the Public Benefit Test. 
7 For more information about charitable purposes see CRA Guidance CG-019, How to Draft Purposes for Charitable 
Registration. 
8 Vancouver Society, supra note 4 per Iacobucci J at para. 158; Travel Just v. Canada Revenue Agency, 2006 FCA 
343, [2007] 1 C.T.C. 294. 
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Engineers v Cane, [1961] A.G. 696 (H.L.), at p. 723, the real question is, "for what 
purpose is the Society at present instituted?9 

A charitable activity is one that directly furthers a charitable purpose, which requires a 
clear relationship and link between the activity and the purpose it purports to further. If 
an activity is, or becomes, a substantial focus of an organization, it may no longer be in 
furtherance of a stated purpose. Instead, the activity may further, or even form, a 
separate or collateral purpose. An organization with a collateral non-charitable purpose 
is ineligible for registration under the Act. 

To comply with the requirement that it devote all of its resources to charitable activities 
carried on by the organization itself; a registered charity may only use its resources 
(funds, personnel and/or property) in two ways: 

• for its own charitable activities - undertaken by the charity itself under its continued 
supervision, direction and control; and 

• for gifting to "qualified donees" as defined in the Act. 10 

A charity's own charitable activities may be carried out by its directors , employees or 
volunteers, or through intermediaries (a person or non-qual ified donee that is separate 
from the charity, but that the charity works with or through, such as an agent , contractor 
or partner). If acting through an intermediary, the charity must establish that the activity 
to be conducted will further its charitable purposes, and that it maintains continued 
direction and control over the act ivity and over the use of the resources it provides to 
the intermediary to carry out the activity on its behalf. 11 

Although there is no legal requirement to do so, and the same result might be achieved 
through other arrangements or means, entering into a written agreement can be an 
effective way to help meet the own activit ies test. However, the existence of an 
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, 12 and are actually implemented. A charity must record all steps 
taken to exercise direction and control as part of its books and records, to allow the 
CRA to verify that the charity's funds have been spent on its own activities. While the 
nature and extent of the required direction and control may vary based on the particular 
activity and circumstances , the absence of appropriate direction and control indicates 
that an organization is resourcing a non-qualified donee in contravention of the Act. 

9 Vancouver Society, supra note 4 at para 194. See also AYSA Amateur Youth Soccer Association v Canada 
(Revenue Agency), 2007 SCC 42 at para 42, (2007] 3 SCR 217. 
10 A "qualified do nee" means a do nee described in subsection 149. 1 ( 1) of the Act. 
11 For more information, see CRA G uidance CG-002, Canadian Registered Charities Carrying Out Activities Outside 
Canada and Guidance CG-004, Using an Intermediary to Carry Out Activities Within Canada. 
12 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 CRA must be satisfied that an organization's activities directly further charitable 
purposes in a manner permitted under the Act. In making a determination, we are 
obliged to take into account all relevant information. Accordingly, the current audit 
encompassed an enquiry into all aspects of the Organization's operations. The fact that 
some of the areas of non-compliance identified in this letter may, or may not, have been 

evaluated in preceding audits does not preclude the need for compliance with existing 
legal requirements. Furthermore, the CRA may take a position that differs from that 
reached previously based on reconsideration of the pertinent facts and law. 13 

1. Failure to devote resources to charitable activities carried on by the 
Organization itself: 

a) Lack of direction and control over the use of resources/ resourcing non
qualified donees 

Subsection 149.1 (1) of the Act defines a charitable organization, which reads in part as: 

"charitable organizat ion", at any particular time, means an 
organization, whether or not incorporated, 

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

Accordingly, a charitable organization must be careful about how it carries on its 
activities and it must ensure that it keeps suff icient direction and control over its 
resources, or it could possibly be transferring money to non-qualified donees, which is 
not a charitable activity. 

Though made in reference to an agency relationship, the underlying principles 
enunciated by the Federal Court of Appeal in Canadian Committee for the Tel Aviv 
Foundation v Canada are applicable to most intermediary arrangements: 

Under the scheme of the Act, it is open to a charity to conduct its 
overseas activities either using its own personnel or through an agent. 
However, it cannot merely be a conduit to funnel donations 
Overseas . 14 

And 

13 See fo r example Canadian Magen David Adam for Israel v MNR, 2002 FCA 323 at para 69 , [2002) FCJ no 1260, 
Sha rlow JA. 
14 Canadian Committee for the Tel Aviv Foundation v Canada, 2002 FCA 72 at para 30, [2002) 2 CTC 93 . 
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Pursuant to subsection 149.1 (1) of the Act, a charity must devote all its 
resources to charitable activities carried on by the organization itself. 
While a charity may carry on its charitable activities through an agent, 
the charity must be prepared to satisfy the Minister that it is at all times 
both in control of the agent, and in a position to report on the agent's 
activities. 15 

As re-iterated by the Court in Lepletot v MNR16 , an organization may carry on charitable 
activities through an agent if the activities are conducted on behalf of the organization. 
However, it is not enough for an organization to fund an intermediary that carries on 
certain activities. The Act requires that the intermediary actually conduct those activities 
on the organization 's behalf. Likewise, the Court in Canadian Magen David Adom for 
Israel mentions the importance of monitoring the activities when it stated that: 

[A] charity that chooses to carry out its activities in a foreign country 
through an agent or otherwise must be in a position to establish that 
any acts that purport to be those of the charity are effectively 
authorized, controlled and mon itored by the charity. 17 

Consequently, where a registered charity undertakes an activity through an 
intermediary, it must be able to substantiate that it has actually arranged for the conduct 
of that specific activity on its behalf and has not simply made a transfer of funds to a 
non-qualified donee. It must be able to demonstrate that it maintains direction and 
control over, and is fully accountable for, the use of its resources . To this end, a charity 
would be expected to: 

• select the activity that it will conduct with or through an intermediary based on the 
fact that it will further the charity's charitable purposes, and after being satisfied 
that the intermediary is capable of conducting the activity on the charity's behalf; 
and 

• supervise/direct , and make significant decisions in regard to the conduct of, the 
activity on an ongoing basis. 

To this end, the Organization is required to establish that it maintains continued 
direction and control over the substantive charitable activities that are ostensibly being 
carried out on its behalf. In this regard, the existence of an arrangement with an 
intermediary, written or otherwise, is not enough to prove that a charity meets the own 
activities test. The Organization must be able to show that the terms of any 
arrangement establish a real, ongoing, active relationship with the intermediary, 18 and 
are actually implemented. For instance, the documentation should include: 

15 Canadian Committee tor the Tel Aviv Foundation v Canada, 2002 FCA 72 at para 40, [2002] 2 CTC 93. 
16 Lepfetot v MNR, 2006 FCA 128 at para 5, [2006] 3 CTC 252. 
17 Canadian Magen David Adorn tor Israel v MNR, 2002 FCA 323 at para 66, [2002] FCJ no 1260. 
18 See notably Canadian Committee for the Tel Aviv Foundation v Canada, 2002 FCA 72 at para 40, [2002] 2 CTC 
93. 
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• a clear, complete, and detailed description of the activity that is to be conducted, 
how it furthers the charitable purposes of the Organization and how it is to be 
carried out by the project participant on the Organization's behalf, including 
parameters, deliverables, milestones or goals; 

• provision for real and effective monitoring and supervision of the activity, and the 
project participant carrying on the activity, with mechanisms for someone 
accountable to the Organization to give instructions about, have input into, and 
modify the nature or scope of, the activity on an on-going basis; and 

• a requirement for the Organization to receive regular, meaningful reports as the 
activity progresses. To be meaningful, reporting requirements must specify 
issues to be covered, and when they must be submitted, to ensure the 
Organization has the opportunity to make significant decisions in regard to the 
conduct of the activity on a timely and ongoing basis. 

[Optional) Separate legal entity 

As previously stated, a registered charity may only use its resources (funds, personnel 
and/or property) in two ways : for its own charitable activities - undertaken by the charity 
itself under its continued supervision, direction and control; and for gifting to "qualified 
donees" as defined in the Act. 19 A registered charity may take part in some political 
activities as a way of furthering its charitable purposes within limits permitted by the Act, 
but an organization establ ished for a political pu rpose cannot be a charity. 

A charity wishing to carry out activities that go beyond the limits permitted by the Act 
may establish a separate and disti nct organizat ion that will not be a registered charity 
and therefore not able to issue charitable receipts. No limitations are placed on the 
political activities of such a body; it has complete freedom within the law to support any 
cause it chooses. But the charity cannot fund that separate organization or make 
resources available to it for any otherwise impermissible political activity.20 The costs 
such as the rent or the office expenses need to be reasonable, and not simply a transfer 
of resources. 21 

It is our understanding that the Organization established the NPO's name in Date as a 
separate, third-party entity to conduct political activities to prevent the Organization from 
devoting more than the allowable maximum of its total resources to political activities. 

19 A "qualified donee" means a donee defined in subsection 149.1 (1 ). As per subsection 149.1 (6)(b), a charitable 
organization shall be considered to be devoting its resources to charitable activities carried on by it to the extent that, 
in any taxation year, it disburses not more than 50% of its income for that year to qualified donees. 
20 See CRA Policy Statement CPS-022, Political Activities. 
21 See Alliance for Life v MNR, [1 999] 3 FC 504 at para 54, FCJ no 658. 
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The Organization stated that it wanted to more clearly separate political advocacy 
activity from charitable activity. 22 

During our audit, we reviewed the Organization's relationship with NPO's name. It is our 
opinion that, aside from the fact that the Organization and NPO's name are separate 
legal entities, there is no substantive separation between the two organizations. It 
appears that the Organization has made its resources available to the NPO's name, 
which is a non-qualified donee under the Act. Specifically we have identified the 
following points demonstrating that the Organization and NPO's name are not operating 
separately, and the Organization is resourcing NPO's name. 

[Optional] Administrative support services 

The only possible exception to the general principle that administrative support services 
do not themselves constitute charitable activit ies might be where an organization is an 
umbrella or facilitator ("facilitator"). A facilitator organization can qualify for registration 
as a charity if it is: 

a) established to assist other registered charities by providing a service or 
assistance that direct ly improves the charitable prog rams of other registered 
charities, that improves the efficient administration of other registered charities, or 
that enables other registered charit ies to realize economies of scale that they 
could not achieve on their own ; 

b) advancing a recognized charitable purpose by worki ng through a network of 
registered charities and non-registered entities to achieve a recognized charitable 
purpose; or 

c) established to hold title to property fo r other registered charities. 23 

Under b), which addresses the subject of a network of non-registered entities, it is 
important that: 

• the facilitator's programs must be specifically designed to directly increase, 
enhance, or improve services to charitable beneficiaries (the public-at-large or 
sufficient section thereof), with the focus being the provision of a public benefit. 
The primary focus should not be providing support and/or services to member 
groups. Such organizations must also ensure that their activities confer no more 
than an incidental benefit on non-charitable entities; and 

22 Reference from the Organization's material 
23 For more information, see CRA Policy Statement CPS-026: Guidelines tor the Registration of Umbrella 
Organizations and Title Holding Organizations. 
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• the facilitator must provide more than general support to constituent groups in the 
hope that service delivery improves. Here too, however, a facilitator must show 
that its activities are directly connected to furthering a charitable purpose and the 
delivery of charitable services to meet the legislative requirements that it carry on 
its own charitable activities. An activity can be said to directly further a charitable 
purpose if it can reasonably be shown to result in an increase in the quantity, 
quality, or availability of a charitable service to the public. Because non
registered entities may carry on a mix of charitable and non-charitable activities, 
it cannot be assumed that improving their general effectiveness and efficiency 
would necessarily lead to an increase or improvement in charitable activity. 
Furthermore, registered charities are prohibited from using their resources for the 
private benefit of organizations that are not qualified donees. 

[Provide a lead in paragraph to introduce some examples of lack of direction and control 
over the use of resources and/or resourcing non-qualified donees.] 

Examples 

Hence it is our position that the Organizat ion has failed to establish compliance with the 
requirement it maintain direction and control over its resources . If appl icable:As a result, 
it is our view that the Organ ization is resourcing non-qualified donees in contravention 
of the Act (more details on funding to non-qualified donees is dealt with below). 

b) Conduct of non-charitable activities 

Keep this paragraph if the Organizat ion is a charitable organization 

A charitable activity is one that directly furthers a charitable purpose - which requires a 
clear relationship and link between the activity and the purpose it purports to further. 
The Act permits charitable organizations to either make gifts to other organizations that 
are qualified donees or to carry on their own activities. In the case of making a gift, 
paragraph 149.1 (2)(c) provides that a charitable organization may be revoked if it 
makes a gift other than to a qualified donee or in the course of charitable activities 
carried on by it. 24 In summary, a charitable organization may carry on its own charitable 
activities, it may make gifts to qualified donees or, it may make a gift in the course of 
charitable activities carried on by it. 

Keep this paragraph if the Organization is a public foundation 

A charitable activity is one that directly furthers a charitable purpose - which requires a 
clear relationship and link between the activity and the purpose it purports to further. 
The Act permits public foundations to either make gifts to other organizations that are 

24 This provision is retroactive to December 20, 2002, and covers the period under audit. http ://www.fin.gc.ca/drleg
apl/nwmm-amvm-1 012n-05-eng.asp. see Clause 308. 
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qualified donees or to carry on their own activities. In the case of making a gift, 
paragraph 149.1 (3)(b.1) provides that a public foundation may be revoked if it makes a 
gift other than to a qualified donee or in the course of charitable activities carried on by 
it. 25 In summary, a public foundation may carry on its own charitable activities, it may 
make gifts to qualified donees or, it may make a gift in the course of charitable activities 
carried on by it. 

Keep this paragraph if the Organization is a private foundation 

A charitable activity is one that directly furthers a charitable purpose - which requires a 
clear relationship and link between the activity and the purpose it purports to further. 
The Act permits private foundations to either make gifts to other organizations that are 
qualified donees or to carry on their own activities. In the case of making a gift, 
paragraph 149.1 (4)(b.1) provides that a private foundation may be revoked if it makes a 
gift other than to a qualified donee or in the course of charitable activities carried on by 
it. 26 In summary, a private foundation may carry on its own charitable activities, it may 
make gifts to qualified donees or, it may make a gift in the course of charitable activities 
carried on by it. 

i) Activities to relieve poverty 

Relieving poverty in the charitable sense means providing relief to the poor. The poor 
are not simply the destitute, but anyone lacking essential amenities available to the 
general public. 27 To be charitable, the resulting public benefit must be recognizable and 
capable of being proved, and socially useful. In the case of poverty relief, there must be 
a logical connection between the benefit and the relief sought. Not all goods, services, 
or other benefits that can be provided relieve poverty in a charitable manner. Again , the 
benefit should be a necessary and reasonably direct result of how the purpose will be 
achieved and of the activities that will be conducted to further the purpose, and be 
reasonably achievable in the circumstances . An assumed prospect or possibility of gain 
is not enough. 

ii) Activities to further educat ional advancement 

To advance education in the charitable sense, the second category, means training the 
mind, advancing the knowledge or abilities of the recipient, raising the artistic taste of 
the community, or improving a useful branch of human knowledge through research. 28 

25 This provision is retroactive to December 20, 2002, and covers the period under audit. http ://www.fin.gc.ca/drleg
apl/nwmm-amvm-1 012n-05-eng.asp, see Clause 308. 
26 This provision is retroactive to December 20, 2002, and covers the period under audit. http://www.fin.gc.ca/drleg
apl/nwmm-amv m-1 012n-05-eng.asp, see Clause 308. 
27 See Re Gardom, [1 914] 1 Ch 662; Re Central Employ ment Bureau for Women and Students' Careers Association 
Inc, [1 942] 1 All ER 232; Re Gillesp ie, [1 965] VR 402 (S Ct of Victoria). 
28 For more information, see CRA Policy Commentary CPC-027, Publishing a Magazine. 
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To further purposes that advance education, the education must be sufficiently 
structured, have a teaching or learning component, and involve a legitimate, targeted 
attempt to educate. The following statement from the Vancouver Society29 decision 
summarizes the direction of the court in this regard: 

[S]o long as information or training is provided in a structured manner 
and for a genuinely educational purpose - that is, to advance the 
knowledge or abilities of the recipients - and not solely to promote a 
particular point of view or political orientation, it may properly be viewed 
as falling within the advancement of education 30

. 

To my mind, the threshold criterion for an educational activity must be 
some legitimate, targeted attempt at educating others , whether through 
formal or informal instruction, training, plans of self-study, or otherwise. 
Simply providing an opportunity for people to educate themselves, 
such as by making available materials with which this might be 
accomplished but need not be, is not enough. Neither is 'educating' 
people about a particular point of view in a manner that might more 
aptly be described as persuasion or indoctrination 31 . 

It is our view that the Organization's activities fail to satisfy the legal requi rements 
applicable to educational advancement. Merely arranging "public discou rses" lacks the 
necessary element of structured, targeted instruct ion that characterizes educational 
advancement in the charitable context , and providing an opportunity for self-education , 
which may or may not occur, is not sufficient. While, as explained above, dissemination 
of information can be a charitable activity, activit ies that advance education have been 
held by the courts to be subject to particu lar requirements . 32 It is not sufficient to simply 
inform people or exchange ideas on a particular subject. No matter how useful provision 
of information may be , it lacks the necessary element that characterizes education in 
the charitable sense. 

iii) Research on public policies (remove the heading and put under education in 
the letter) 

Generally, it is the CRA's policy that organizations established to produce 
policy-oriented research, ideas, analysis, formulations, and recommendations on 
domestic and international issues,33 may qualify for charitable registration under the 
'advancement of education' category of charitable purposes. A registered charity could 

2 9 See Vancouver Society, supra note 4. 
30 Vancouver Society of Immigrant and Visible Minority Women v MNR, [1 999] 1 SCR 10 at para 169. 
31 Vancouver Society of Immigrant and Visible Minority Women v MNR, [1999] 1 SCR 1 Oat para 171. 
32 See Vancouver Society of Immigrant and Visible Minority Women v MNR, [1 999] 1 SCR 1 O at para 169; News to 
you Canada v MNR, 2011 FCA 192 at para 17, [2011] FCJ no 848. 
33 For example, commissioning and publishing research and policy analysis in economics, political science, public 
administration, and international affairs. 
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conduct reasonably unbiased research into public policy issues and use its findings to, 
for example: 

• formulate a range of possible policy options a government could take on an issue, 
analyzing the advantages and disadvantages; 

• predict outcomes for each of those options based on its research; 
• recommend that the government consider certain options, take into consideration 

certain analysis and predictions, or conduct further research relating to the issue 
as part of the policy development process; 

• identify key stakeholders and the impacts of a policy on them. 

However, any political activities such as explicitly communicating to the public that a 
law, policy, or decision of any level of government should be retai ned, opposed, or 
changed, must be limited in amount, non-partisan, and anci llary and incidental to its 
charitable purposes and activities. 34 The CRA presumes an activity to be political if a 
charity: 35 

• explicitly communicates a call to political action (that is, encourages the public to 
contact an elected representative or public official to urge them to retain, oppose, 
or change the law, policy, or decision of any level of government in Canada or a 
foreign country); 

• explicitly communicates to the public that the law, policy, or decision of any level of 
government in Canada or a foreign country should be retained (if the retention of 
the law, policy, or decision is being reconsidered by a government), opposed, or 
changed; 

• explicitly indicates in its materials (whether internal or external) that the intention of 
the activity is to incite, or organize to put pressure on, an elected representative or 
public official to retain, oppose, or change the law, policy, or decision of any level 
of government in Canada or a foreign country; or 

• makes a gift to another qualified donee to support political activities. 

No registered charity may engage in partisan political activities. That is, a registered 
charity is prohibited from directly or indirectly supporting or opposing a candidate for 
public office or a political party. 

In order to advance education according to charity law, the research a registered charity 
produces should "educate the public so that they could choose for themselves, starting 
with neutral information ... "36 Education in the charitable sense cannot be driven by the 

34 See Policy Statement CPS-022, Political Activities. 
35 See Section 6.2 of CPS-022. 
36 Re Bushnell [1975] 1 WLR 1596 at 1605. In addition, CRA's Policy Statement CPS-022, Political Activities, 
provides CRA's definition of a well-reasoned position (that is, a position based on factual information that is 
methodically, objectively, fully , and fairly analyzed). In addition, a well-reasoned position should present/address 
serious arguments and relevant facts to the contrary. 
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intent to persuade the audience to adopt a particular cause; 37 rather, it must have 
educational value and present information which would allow members of the public to 
judge the merits of the cause themselves. 38 The courts have stated that promoting a 
particular viewpoint (for example, educating the public towards embracing a political 
cause), or creating a particular climate of opinion towards a social issue, is not 
'advancement of education' as this concept is known at charity law. 39 

To be considered charitable at common law, the research a registered charity conducts 
or funds must: 

a. represent a way to achieve or further the charity's charitable purpose; 40 

b. be based on a subject that has educational value and a research proposal that is 
capable of being attained through research; 41 

c. be conducted in such a way that it might reasonably lead to the discovery,42 or 
improvement of knowledge; 43 

d. be conducted primarily for the public benefit that could arise from it and not for 
self-interest,44 or for private commercial consumption; 45 and 

e. be disseminated and made publicly available to others who might want to access 
the information. 46 

Research in the charitable sense does not include the accumulation of information: 

a. in an unstructured manner; 47 

b. in an unsystematic way;48 

c. on a subject that has no educational value; 49 or 

37 See Southwood & Another v AG, [2000] EWCA Civ 204 at para 16; Re Hopkinson, [1949] 1 All ER 346; [1994] 2 
Ch Com Dec at 1-4 (Animal Abuse, Injustice and Defence Society) . 
38 Re Bushnell (Deceased), [1975] 1 All ER 712 at 729, Goulding J. See also [1991] Ch Com Rep App D (The 
Margaret Thatcher Foundation); (1993) 1 Ch Com Dec pp 1-3 (Cult Information Centre). 
39 See Positive Action Against Pornography, supra note 16 at para 9; Human Life International, supra note 16 at para 
1 0; Affiance tor Life, supra note 16 at paras 58-59, 66-67; ACAT v Canada, supra note 16 at paras 66-67; Buxton v 
Public Trustee, [1962] 41 TC 235 at 242 (Ch D) ; M Chesterman, Charities, Trusts and Social Welfare, (London, 
Weidenfeld and Nicolson, 1979) at 149-153. 
40 See Vancouver Society, supra note 4 at paras 152,159. 
41 See Re Hopkins' Will Trusts [1965] Ch 669 at 680; Wood v R, [1977] 6 WWR 273 at 284 (Alta TD) ; Naish v Francis 
Bacon Society Inc, [1965] Ch 669, [1964] 3 All ER 46 at 48 [Naish]; McGovern, supra note 16 at 353; H Picarda, The 
Law and Practice Relating to Charities, 3d, (London, Butterworths, 1999) at 62; and Chesterman, Charities, Trusts 
and Social Welfare, supra note 20 at 149-1 53. 
42 See Royal College of Surgeons of England v National Provincial Bank Ltd, [1 952] AC 631 at 641-642, Normand LJ; 
Re Besterman's Will Trusts (1980) Times, 22 January (21 January 1980, unreported). 
43 See Beaumont v Oliveira (1869), 4 Ch App 309, Selwyn LJ; Vancouver Society, supra note 4 at paras 161, 171. 
44 See Re Hopkins' Will Trusts [1965] Ch 669 at 681, Wilberforce J; Re Besterman's Will Trusts, supra note 23. 
45 See Re British Schoof of Egyptian Archaeology v Public Trustee And Others, [1954] 1 All ER 887 at 890; and 
Incorporated Council of Law Reporting tor England and Wales v AG, [1971] 3 All ER 1029 at 1034, [1972] Ch 73. 
46 See Re Hopkins' Will Trusts, supra note 25 at 681; Re Besterman's Will Trusts, supra note 23. 
47 See Vancouver Society, supra note 4 at para 169. 
48 Human Life International, supra note 16 at para 10. 
49 See Re Hopkins' Will Trusts, supra note 25 at 680; Wood v R, [1977] 6 WWR 273 at 284; Naish, supra note 22; 
McGovern, supra note 16 at 353; Picarda, The Law and Practice Relating to Charities, supra note 22 at 62; and 
Chesterman, Charities, Trusts and Social Welfare, supra note 20 at 149-1 53. 
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d. that is selective, or unreasonably biased, or promotes a predetermined point of 
view. 50 

Research can directly further a charitable purpose; however, campaigns of public 
persuasion would undermine its charitable character. In this regard, bias may emerge 
as an issue either in the selection of research areas, where the effect is to create an 
overall distorted impression of the subject matter, or in the execution of the research, 
where the methodology is flawed. To advance education in the charitable sense, the 
research of a registered charity that examines policy issues must constitute a balanced 
assessment of an issue. In order to maintain registered status under the Act, charities 
must ensure: 

• the results of their research activities are made available to the public (for 
example, through publications or on the Internet); 

• their research is reasonably unbiased; 
• they do not adopt a political purpose , and only carry out any political activities 

within the limits of the Act; and 
• any private benefits are incidental to the achievement of the public benefit 

provided by their charitable purpose(s). 

iv) Activities to further the advancement of religion 

To advance religion under the thi rd category of charity means spreading the message, 
promoting spiritual teachings, and increasing religious beliefs . To further religious 
advancement, an activity must be sufficiently structured and the activity must involve a 
legitimate, targeted attempt to promote religious beliefs. The following statement from 
the decision Fuaran Foundation v Canada ( Customs and Revenue Agency) 51 

summarizes the direct ion of the court in this regard: 

The following definitions of what it means to advance religion have 
been provided by the courts. In United Grand Lodge of Ancient Free 
and Accepted Masons of England v. Holborn Borough Council , [1957] 
1 W.L.R. 1080, advancing religion was defined as: "to promote it, to 
spread its message ever wider among mankind; to take some positive 
steps to sustain and increase religious belief; and these things are 
done in a variety of ways which may be comprehensively described as 
pastoral and missionary". In Keren Kayemeth Le Jisroel Ltd. v. The 
Commissioners of Inland Revenue, [1931] 2 KB 465 (CA), Rowlatt J. 
stated: "It seems to me that the promotion of religion means the 
promotion of the spiritual teaching of the religious body concerned and 

50 See Re Bushnell, supra note 19 at 729; Positive Action Against Pornography, supra note 16 at 349; Vancouver 
Society supra note 4 at para 169; Challenge Team v Canada (Revenue Agency), [2000] FCJ 433 at para 1, 2 CTC 
352 (CA). 
51 Fuaran Foundation v Canada (Customs and Revenue Agency), 2004 FCA 181, [2004] FCJ no 825. 
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the maintenance of the spirit of the doctrines and observances upon 
which it rests ... ". 

The analysis of Iacobucci J. in Vancouver Society, although the Court 
was dealing with the "advancement of education", would presumably 
apply also to "advancement of religion". 

To my mind, the threshold criterion for an educational activity 
must be some legitimate, targeted attempt at educating others, 
whether through formal or informal instruction, training, plans of 
self-study or otherwise. Simply providing an opportunity for 
people to educate themselves, such as by making available 
materials with which this might be accomplished but need not 
be, is not enough52 _ 

v) Activities to further environmental purposes 

Purposes that protect the environment may be considered to be components of the 
existing fourth category of charitable purposes. As such, purposes that protect the 
environment through: 

• ecosystem preservation; 
• pollution reduction; 
• providing environmental public amenities (facilities and services); and 
• upholding environmental laws 

will largely be charitable, provided they deliver a chari table public benefit. 

A charitable benefit is recognizable and capable of being proved, and socially useful. If 
a benefit is not tangible or objectively measureable, it must be shown to be valuable or 
approved by "the common understanding of enlightened opinion for the time being."53 

As a general rule, the benefit should be a necessary and reasonably direct result of how 
the purpose will be achieved and of the activities that will be conducted to further the 
purpose, and reasonably achievable in the circumstances . A prospect or possibility of 
gain that is vague, indescribable or uncertain , or incapable of proof, cannot be 
considered a charitable benefit. 

In this regard, an activity will be charitable if it directly furthers a charitable 
environmental purpose. Examples of activities that may directly further purposes that 
protect the environment include: 

• Activities that protect or restore natural ecosystems, such as: 

52 Vancouver Society of Immigrant and Visible Minority Women v MNR, [1 999] 1 SCR 1 Oat paras 13, 14. 
53 National Anti-Vivisection Society v /RC, [1 94 7] AC 31 at 49. 
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o ecological conservation activities; 
o ecological restoration activities; 
o biodiversity restoration and preservation activities; and 
o climate change mitigation activities. 

• Activities that stop, reduce or remedy the effects of pollution, such as: 
o re-use and recycling activities; 
o environmental power generation activities; and 
o environmental transportation activities. 

• Activities that provide facilities or services relating to the environment, such as 
parks or nature tours. 

• Activities that uphold the administration and enforcement of environmental laws 
such as: 

o acquiring, providing or maintaining physical facilities or systems to 
ensure compliance with environmental laws where the required public 
benefit would resu lt, and without delivering unacceptable private 
benefit; 

o assisting in the administration and enforcement of environmental laws 
by the authorities including , for example, detecting and reporting 
environmental wrongdoing , providing rewards and incentives for such 
detection and reporting by others; 

o providing legal services to victims of breaches of environmental laws; 
o informing or advising the public about the requirements of 

environmental laws; 
o providing information to the public which promotes actions or 

behaviours that, if carried out by the public, would directly further the 
purpose of upholding environmental laws; and 

o detecting and reporting to the relevant authorities, breaches of 
environmental laws in ru ral and remote areas. 

Activities that seek to change, retain, or oppose a law, policy, or decision of any level of 
government in Canada or in a fore ign country, however, are political activities, and are 
subject to limits. 

To establish that an activity effectively furthers a charitable purpose that protects the 
environment and delivers the required charitable benefit, it may be necessary to 
demonstrate the existence of scientific consensus. To demonstrate that a scientific 
consensus has been reached regarding the effectiveness of a given activity, an 
organization should provide documentation from accredited scientific specialists and/or 
recognition from Environment Canada. The sufficiency of the evidence needed to meet 
this requirement is assessed based on the facts of each case, taking into account the 
nature of the protection of the environment activity and all other relevant circumstances 
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and information. It should be noted that a scientific consensus regarding the 
effectiveness of a given measure to protect the environment may change over time. 

vi) Upholding human rights 

The CRA recognizes that activities that uphold human rights can further charitable 
purposes under all four heads of charity mentioned above. Following our analysis of all 
of the Organization's activities, we considered activities that uphold and protect human 
rights in the fourth head, upholding human rights. 

The term "human rights" refers to those individual rights and freedoms, within the 
prescribed limitations, set forth in documents such as the Canadian Human Rights Act 
or United Nations human rights covenants, conventions , and protocols. 

"Upholding human rights" refers to activities that seek to encourage, support and defend 
human rights that have been secured by law, both in Canada and abroad. Upholding 
the administration and enforcement of the law is a well-recognized charitable purpose. 
However, attempting to change the law in Canada or another country is not a charitable 
purpose. Only limited non-partisan political activities (including those that attempt to 
engage the public in political action or to sway public opinion on social issues) that 
further a charity's formal purposes, and are anci llary and incidental to those purposes, 
are allowed. Both the Act and common law place strict limits on the resources that a 
registered charity can devote to changing law. Therefore, although part of charitable 
human rights work may entail seeking to clarify the status of particular rights, advocating 
for the establishment of new legal rights at the domestic or international level outside 
these limits disqualifies groups from charitable registration. 

c) Conduct of non-incidental and ancillary political activities/ conduct of 
partisan political activities 

A charitable activity is one that directly furthers a charitable purpose - which requires a 
clear relationship and link between the activity and the purpose it purports to further. 
However, the charity cannot have political purposes or engage in partisan political 
activities, its political activities cannot exceed legal restrictions, and it can only carry out 
its own activities or resource qualified donees . Provided a registered charity devotes 
substantially all its resources to charitable activities, it may engage in 
non-partisan political activities that are ancillary and incidental to its charitable 
activities. 54 The CRA usually considers substantially all to mean 90% or more of an 

54 See subsection 149.1 (6 .2) of the Act. 
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organization's resources. 55 The Federal Court of Appeal confirmed that this number is 
an undisputed administrative interpretation. 56 

Inserting both the section below and the section about research on public policies is 
repetitive since it's the same content. If both are required, a reminder to look up to that 
page or a shortened version could be used instead of repeating everything 

An activity is considered to be politica1 57 if it: 

• explicitly communicates a call to political action (that is, encourages the public to 
contact an elected representative or public official to urge them to retain, oppose, 
or change the law, policy, or decision of any level of government in Canada or a 
foreign country); 

• explicitly communicates to the public that the law, policy, or decision of any level 
of government in Canada or a foreign country should be retained (if the retention 
of the law, policy, or decision is being reconsidered by a government), opposed, 
or changed ; 

• explicitly indicates in its materials (whether internal or external) that the intention 
of the activity is to incite, or organize to put pressure in, an elected representative 
or public official to retain, oppose, or change the law, policy, or decision of any 
level of government in Canada or a fo reign country; or 

• makes a gift to another qualified donee to support political activi ties. 

No registered charity may engage in partisan polit ical activities . That is, a registered 
charity is prohibited from direct ly or indirectly supporting or opposing a candidate for 
public office or a political party . If a charity is praising or crit icizing the performance of an 
elected representat ive, the charity can likely be considered to be providing indirect 
support or opposition to a pol itical party. A registered charity that carries out partisan 
political activities can be subject to compliance action, including suspension of its tax
receipting privileges or revocation of its charitable registration. 

Examples of prohibited conduct would normally include: 

55 The term "resources" is not defined in the Act, but is commonly understood to include the tota l of a charity's 
financial assets, as we ll as its personnel, premises and equipment. See CRA Policy Statement CPS 022: Political 
Activities at para 9. 
56 See Action By Christians For The Abolition of Torture (ACAT) v Canada, 2002 FCA 499 at para 59, [2002] 225 
DLR (4th) 99. 
5 7 See, for example: 

• Action By Christians For The Abolition of Torture (ACAT) v Canada, 2002 FCA 499, [2002] 225 DLR (4th) 
99; 

• Positive Action Against Pornography v MNR, [1988] 2 FC 340, 1 CTC 232 (CA), approving McGovern v AG, 
[1 981] 3 All ER 493 (Ch D), [1 982] Ch 321); 

• Human Life International in Canada Inc v MNR, [1 998] FCJ no 365, 3 FC 202 (CA) ; 
• Alliance For Life v MNR, [1999] 3 FC 504, FCJ no 658 (CA) ; 
• NDG Neighbourhood Assn vCanada (Revenue, Taxation Departmen~, [1 988] FCJ no 481, 2 CTC 14 

(FCA) ; 
• Scarborough Community Legal Services v MNR, [1 985] FCJ no 166, 2 FC 555 (FCA). 
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• making public statements (oral or written) that endorse or denounce a candidate, 
or political party; 

• making resources available for the use of a candidate or political party; 
• publishing or otherwise disclosing the voting record of selected candidates or 

political parties on an issue; 
• distributing literature or voter guides that promote or oppose a candidate or 

political party explicitly or by implication; or 
• explicitly connecting the charity's position on an issue to the position taken on the 

same issue by a candidate or political party. 
• critiquing the performance of a candidate or political party (what they have or 

have not done). 

d) Devotion of resources {fundraising expenses) 

All charitable organizations registered under the Act are required by law to devote their 
resources to exclusively charitable purposes and activities. Although a charity can use 
some of its resources for fundraising to support the charitable act ivities that further its 
charitable purposes, it is the CRA's position that fundraising is not a charitable purpose 
in itself, nor is it a charitable activity that directly furthers a charitable purpose. 

Where the resources of a charity devoted to fundraising exceed the resources devoted 
to charitable activities it is a strong indicator that fundraising has become a collateral 
non-charitable pu rpose. This may happen whether fundraising is done internally through 
staff or externally through a contractual arrangement. Merely showing that the costs 
associated with fundraising are at reasonable or market rates will not alleviate concerns 
in this regard, and, regardless of the cost of fu ndraising, a registered charity must 
devote its resources to charitable activities. If a registered charity's total resources 
devoted to fundrais ing exceed those devoted to charitable activities, it is unlikely that 
this legal requirement will be met. 

e) Gifts to non-qualified donees 

The Act permits a registered charity to carry out its charitable purposes both inside and 
outside Canada in only two ways : it can make gifts to other organizations that are on the 
list of qualified donees set out in the Act, and it can carry on its own charitable activities 
under its own direction and control. In contrast to the relatively passive transfer of 
money or other resources involved in making gifts to qualified donees, carrying on one's 
own activities implies that the charity is an active and controlling participant in a 
program or project that directly achieves a charitable purpose. 

A "qualified donee" means a donee defined in subsection 149.1 (1 ). Qualified donees 
are as follows : 
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• a registered charity (including a registered national arts service organization); 
• a registered Canadian amateur athletic association; 
• a listed housing corporation resident in Canada constituted exclusively to provide 

low-cost housing for the aged; 
• a listed Canadian municipality; 
• a listed municipal or public body performing a function of government in Canada; 
• a listed university outside Canada that is prescribed to be a university, the 

student body of which ordinarily includes students from Canada; 
• a listed charitable organization outside Canada to which Her Majesty in right of 

Canada has made a gift; 
• Her Majesty in right of Canada or a province; and 
• the United Nations and its agencies. 

As the Act specifically states what constitutes a qualified donee, applying the maxim 
"expressio unius est exclusio alterius" means that entities not expressly stated in this list 
are not considered qualified donees. 

Summary 

In summary, it is our position that the Organization does not devote its resources to 
charitable activities carried on by the Organization itself, based on its : 

a. a 
b. b 
C. C 

Accordingly, it is our position that the Organization has failed to meet the requirements 
of subsections 149.1 (1) and 149.1 (6.2) of the Act that it devote substantially all its 
resources to charitable activities carried on by the Organization itself, that it not engage 
in partisan political activities , and that the portion of its resources devoted to non
partisan political activities be ancillary and incidental to its charitable activities. For these 
reasons , and each of these reasons, it appears there may be grounds for revocation of 
the charitable status of the Organization under paragraph 168(1 )(b) of the Act. 

2. Failure to be constituted for exclusively charitable purposes: 

a) Broad and vague purposes 

To be registered as a charity under the Act, Canadian law requires that an 
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organization's purposes be exclusively charitable, and define the scope of the activities 
that can be engaged in by the organization. 58 

To be exclusively charitable in law, a purpose must fall within one or more of the four 
categories of charity and deliver a charitable public benefit. If a purpose is worded in 
broad or vague language that could permit non-charitable activities and/or result in the 
delivery of non-charitable benefits (where, for example, the words used may be 
interpreted in different ways and/or encompass concepts that go beyond the scope of 
charity), 59 it will not be clear that it is charitable in law (falls with in a charitable purpose 
category and provides a public benefit), or that it defines the scope of the organization's 
activities. 

b) Collateral/unstated political purpose 

Although the formal purposes of a registered charity are the obvious source of reference 
of whether or not the charity is constituted exclusively for charitable purposes, it is not 
the sole indicator. The CRA also examines an organization's activities to determine 
whether it may be pursuing an unstated political purpose. 60 Under the Act and in 
common law, an organization established for a political purpose cannot be a registered 
charity. The courts have determined political purposes to be those that seek to: 

• further the interests of a particular political party or support a political party or 
candidate for public office ; or 

• retain, oppose, or change the law, policy, or decision of any level of government 
in Canada or a fo reign country61

. 

Additionally, it is a political purpose , and therefore not legally charitable , to engage in 
pressure tactics on governments such as swaying public opinion, 62 promoting an 
attitude of mind, 63 creating a climate of opinion,64 or exercising moral pressure65 when 
the aim of those tactics is to obtain a change or prevent a change in the laws and 
policies of the legislatures and governments .66 In order to assess the public benefit of a 
political purpose, a court would have to take sides in the political debate. In Canada, 

58 See Vancouver Society of Immigrant and Visible Minority Women v MNR, [1 999] 1 SCR 1 0 at para 158; Travel Just 
v Canada Revenue Agency, 2006 FCA 343 at para 8, [2007] 1 CTC 294. 
59 See for example Re Tetley, [1 941] Ch 308 (where the court held that the word philanthropy can encompass 
purposes and activities that go beyond the realm of charity). 
60 See Toronto Volgograd Committee v MNR, [1 988] 3 FC 251 at para 22. See also Vancouver Society of Immigrant 
and Visible Minority Women v MNR, [1 999] 1 SCR 1 0 at para 194. 
61 See Positive Action Against Pornography v MNR, [1 988] 2 FC 340; and McGovern v Attorney General, [1 982] Ch 
321 (Ch D) at p 340, per Slade J. 
62 See Human Life International in Canada Inc v MNR, [1998] FCJ no 365 at para 12, 3 FC 202 (CA). 
63 See Alliance for Life v MNR, [1 999] FCJ no 658 at para 69, 3 FC 504 (CA). 
64 See Alliance for Life v MNR, [1 999] FCJ no 658 at para 69, 3 FC 504 (CA). 
65 See Action by Christians for the Abolition of Torture v Canada, 2002 FCA 499 at para 10, [2002] 225 DLR ( 4th) 99. 
66 Action by Christians for the Abolition of Torture v Canada, 2002 FCA 499 at para 66, [2002] 225 DLR (4th) 99; 
Bowman & al v Secular Society Ltd, [1 917] AC 406; McGovern v A G, [1 982] 1 Ch 321; Re Koeppler's Will Trusts, 
[1 986] Ch 423. 
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political issues are for Parliament to decide, and the courts are reluctant to encroach on 
this sovereign authority (other than when a constitutional issue arises). 67 

Although political purposes are never charitable, registered charities can participate in, 
or conduct, some types of political activities within certain limits, as long as those 
activities remain ancillary and incidental to the charity's charitable purposes, and do not 
support or denounce any political party or candidate. Partisan political activities are 
never permitted. 

c) Carrying on an unrelated business 

Under the Act, public foundations may carry on businesses , provided that these are 
related businesses. 68 A related business is one that is linked to a charity's purpose and 
is subordinate to that purpose. When a public foundation carries on a related business, 
it is considered to be devoting resources to its own charitable activities. The Act further 
defines related businesses as including those businesses that are not related to the 
charity's objects, but which have substantially all those employed in the business 
serving as unpaid volunteers. 

Whether a particular activity of a charity is a business requires the facts and 
circumstances in each case to be considered in the light of certain criteria established 
by the courts :69 

• The intended course of action - If the rationale for operating a given activity is to 
generate a profit , then the activity is likely a business . 

• The potential to show a profit - Even if an act ivity does not yield a profit, it may 
nonetheless be capable of earning a profit. In determining whether a particular 
activity is a business, it is the intention and capacity to make a profit at some 
point that are relevant. On the other hand, if the activity is structured so that it is 
incapable of returning a profit, then it is not a business . 

• The existence of profits in past years - When the activity has been carried on for 
some time, a history of it returning a profit would generally imply that a business 
exists. 

• The expertise and experience of the person or organization that undertakes the 
activity - If the person or organization that is undertaking the activity has been 
selected for the position because of his/her/ its commercial knowledge, skill, or 

67 McGovern v Attorney General, [1981] 3 All ER 493 at 506e (CA). See CRA Policy Statement, CPS-022, Political 
Activities. 
68 See paragraph 149.1 (3)(a) of the Act. (2 for charitable organization, 3 for public foundations and 4 for private 
foundations) 
69 For more information, see our Policy Statement CPS-019: What is a Related Business. 
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experience, it may indicate that the activity is commercial in nature and so may 
be a business. 

"Carrying on" a business implies that the commercial activity is a continuous or regular 
operation. To determine if the business activity is subordinate to a charity's purpose, as 
opposed to becoming an unstated purpose in its own right, requires looking at the 
business activities in the context of the charity's operations as a whole. 

We further note that the surrounding facts and circumstances, including the intention of 
the parties, the terms of agreements and the conduct of the parties must also be 
considered. Viscount Simon, in delivering the judgement of the House of Lords in 
Commissioners of Inland Revenue v Wesleyan and General Assurance Society, 70 

stated at page 25: 

It may be well to repeat two propositions which are wel l established in 
the application of the law relating to Income Tax. First, the name given 
to a transaction by the parties concerned does not necessarily decide 
the nature of the transaction. To call a payment loan if it is really an 
annuity does not assist the taxpayer, any more than to call an item a 
capital payment would prevent it from being regarded as an income 
payment if that is its true nature. The question always is what is the real 
character of the payment, not what the parties call it. 

d) Delivery of non-incidental private benefits 

As indicated above, to be charitable at law, a purpose must fall within a category of 
charity and deliver a public benefit. However, it is not enough that a purpose , on its 
face, falls within one or more of the four categories of charity and delivers a charitable 
benefit to a properly defined eligible beneficiary group. The public requirement also 
means a charity may not provide private benefits as it advances and furthers a 
charitable purpose, except within legally acceptable boundaries. 71 The charity is 
responsible for establishing that any private benefit that may be delivered is acceptable. 

Generally, a private benefit is a benefit or advantage provided to a person or 
organization that is not a charitable beneficiary, or a benefit provided to a charitable 
beneficiary that exceeds the bounds of charity. An acceptable private benefit is one that 
is incidental to achieving a charitable purpose. A private benefit will usually be incidental 
where it is necessary, reasonable , and proportionate to the resulting public benefit72 . 

7° Commissioners of Inland Revenue v Wesleyan and General Assurance Society, [1 948] 30 TC 11. 
71 See for example Prescient Foundation v MNR, 2013 FCA 120 at para 36, [2013] FCJ no 512. 
72 For more information, see CRA Policy Stat ement CPS-024, Guidelines tor Registering a Charity: Meeting the 
Public Benefit Test. 
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Necessary essentially means legitimately and justifiably resulting from an action that 
directly contributes towards achieving a charitable purpose, or a required step in, or 
consequence or by-product of, an action taken only to achieve a charitable purpose. 73 

Reasonable means related to the need and no more necessary to achieve the 
purpose, 74 and fair and rational. Proportionate to the resulting public benefit means a 
private benefit must be secondary and subsidiary to a charitable purpose. 75 It cannot be 
a substantial part of a purpose, or form an additional or independent non-charitable end 
in and of itself. The public benefit cannot be too indirect, remote or speculative as 
compared to a more direct private benefit, particularly where the direct benefit is to 
private persons, entities or businesses. 76 

[Optional] Promotion of an industry (remove this heading after) 

Promoting a particular industry or trade will only be charitable if doing so results in a 
charitable benefit being provided to the public or a sufficient section of the public. 77 At 
common law, a charitable benefit must be recognizable and capable of being proved, 
and socially useful. To be recognizable and capable of being proved, a benefit must 
generally be tangible or objectively measurable. This means that the nature of the 
particular industry or trade must be such that its promotion results in a charitable 
benefit, and that charitable benefit must be delivered to the publ ic. 

Organizations often have difficulty promoting commerce or industry without delivering 
more-than-incidental private benefit to those engaged in the particular industries or 
trades . The public benefit cannot be too indirect, remote, or speculative as compared to 
a more direct or immediate private benefit, particularly where the direct benefit is to 
private persons, entit ies or businesses. 78 

73 See for example Incorporated Council of Law Reporting for England and Wales v AG, [1972] Ch 73, [1 971] 3 All 
ER 1029 (CA); Roy al College of Surgeons of England v National Provincial Bank, [1 952] AC 631; Royal College of 
Nursing v St Marylebone Borough Council, [1 959] 1 WLR 1007 (CA); /RC v Oldham Training and Enterprise Council, 
[1 996] BTC 539. 
74 See for example Joseph Rowntree Memorial Housing Association Ltd and Others v AG, [1 983] Ch 159 (Ch D) ; In 
Re Resch's Will Trusts And Others v Perpetual Trustee Co Ltd, [1 969] 1 AC 514 (PC) . 
75 Incorporated Council of Law Reporting for England and Wales v A G, [1 972] Ch 73, [1 971] 3 All ER 1029 (CA) ; 
Inland Revenue Commissioner v City of Glasgow Police Athletic Association, [1 953] AC 380 (HL); /RC v Oldham 
Training and Enterprise Council, [1 996] BTC 539. 
7 6 See for example /RC v Oldham Training and Enterprise Council, [1 996] BTC 539; Canterbury Development 
Corporation v Charities Commission, [2010] NZHC 331; Hadaway v Hadaway, [1 954] 1 WLR 16 (PC) ; Re Co
operative College of Canada et al and Saskatchewan Human Rights Commission, [1 975] 64 DLR (3d) 531. 
77 For more information about charitable benefit, and about what will be considered to be the public or a sufficient 
section of the public, see Policy Statement CPS-024, Guidelines for Registering a Charity: Meeting the Public Benefit 
Test. 

78 See, for example, Inland Revenue Commissioners v. Oldham Training and Enterprise Council, [1 996] STC 1218, 
69 TC 231, [1 996] BTC 539 (Oldham TEC) and Canterbury Development Corporation v. Charities Commission; 
Canterbury Development Corporation Trust v. Charities Commission; CEDF Trustee Limited As Trustee of the 
Canterbury Economic Development Fund v. Charities Commission, [2010] NZHC 331 (Canterbury Development 
Corporation); Hadaway v. Hadaway, [1 954] 1 W.L.R. 16 (P.C.) ; Independent Schools Council v. Charity Commission 
for England and Wales; Attorney General v. Charity Commission for England and Wales and another, [2011] UKUT 
421 (TCC); and Re Co-operative College of Canada et al. and Saskatchewan Human Rights Commission, (1975) 64 
D.L. R. (3d) 531. 
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Providing a private benefit is an offence under the Act. A registered charity that confers 
an undue benefit is liable of a penalty equal to 105% of the amount of the benefit, 
increasing to 110% if the offence is reproduced within five years. 79 

Summary 

In summary, it is our position that the Organization is not constituted for exclusive 
charitable purposes, based on its: 

a. a 
b. b 
C. C 

Accordingly, it is our position that the Organization has failed to meet the requirements 
of subsections 149.1 (1) of the Act that it be constituted for exclusively charitable 
purposes, with all its purposes falling within one or more of the four categories of charity 
and delivering a public benefit, without conferring an unacceptable private benefit. For 
these reasons, and each of these reasons, it appears there may be grounds for 
revocation of the charitable status of the Organization under paragraph 168(1 )(b) of the 
Act. 

3. Failure to issue proper donation receipts: 

a) Issuing donation receipts not in accordance with the Act and/or its 
Regulations 

[Paragraph for computer-generated receipts] 

The Act allows for the issuance of computer-generated official donation receipts 
provided that said receipts are readable and the reliability of the computer data is 
sufficiently protected. A computer-stored copy of an electronically issued receipt does 
not require a signature to be considered a duplicate. 80 

Paragraph 230(2)(b) of the Act provides that every registered charity shall "keep records 
and books of account[ ... ] at an address in Canada recorded with the Minister[ ... ] 
[including] a duplicate81 of each receipt containing prescribed information for a donation 
received by it" 

79 See subsection 188.1 (4) of the Act. 
80 Policy Statement CPS-014, Computer-Generated Offic ial Donation Receipts. 
81 The definitions found in general language dictionaries and in law dictionaries are sufficiently broad to include a 
"duplicate of a receipt" in almost any form. 
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Subsection 3501 (1) of the Regulations provides that each official donation receipt that a 
registered charity issues must include, in a manner that cannot be readily altered, the 
prescribed contents of a receipt. 

Subsection 3501 (3) of the Regulations provides that official donation receipts can bear 
a facsimile signature under the following conditions, "(a) distinctively imprinted with the 
name, address in Canada and registration number of the organization, (b) serially 
numbered by a printing press or numbering machine, and (c) kept at the place referred 
to in subsection 230(2) of the Act until completed as an official receipt ." 

Section 30 of the Canada Evidence Act and common law82 sources suggest that a court 
would favourably consider the argument that a duplicate receipt includes computer
generated copies, that is, the subsequent printed receipt of a computer recording, or 
soft copy, is a duplicate of the original receipt. 

[Paragraph for membership fees] 

A charity can issue a donation receipt for the eligible amount of the payment of 
membership fees. To determine the eligible amount, the charity must take into 
consideration the advantage received or obtained by the member in retu rn for the 
payment. The advantage must be considered when determining the elig ible amount 
even if it is not used by the member, it need only be available to the member. Where the 
advantage does not exceed 10% or $75, the full amount paid in regard to membership 
fees may be receipted. However, where the advantage exceeds 10% or $75 the charity 
must deduct the amount of the advantage from the amount of the payment. Where the 
advantage is more than 80% of the payment a donation receipt must not be issued. 83 

Further, the onus is on the charity to determine a value for the advantage provided and 
the value must be reasonable given the facts of the particular situation. 

b) Inappropriately issuing donation receipts on behalf of 
non-qualified donees - directed donations 

A charity may only issue receipts for gifts made to it, which it is responsible for using to 
further its own charitable purposes. Organizations with receipting privileges may not 
issue receipts for gifts to third parties . 84 

At law, a gift is a voluntary transfer of property without consideration. An essential 
element of a gift is that there be intent to donate by the donor. It must be clear that the 
donor intends to enrich the donee, by giving away property, and to grow poorer as a 

82 Linden, J in R v McMulfen (1978), 5 CR (3d) 21 8 at p 29 (Ont HG): "[if]n my view, a computer print-out is a copy of 
what is contained within the computer, whether it be on tape or disc, though it is in different form than the original 
record. Though the technology changes, the underlying principles are the same." 
83 See subsections 248(30), (31 ), and (32) of the Act. 
84 See section 3500 of the Regulations. 
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result of making the gift. Furthermore, a "completed gift"85 is a gift that is no longer in 
the donor's possession and control. 

A registered charity cannot issue an official donation receipt if a donor has directed the 
charity to give the donated funds to a non-qualified donee or to specified persons or 
entities. Such a donation is not a gift to the charity, but to the specified recipient. In 
effect, the organization is an instrument to allow for receipts to be issued for donations 
made to non-qualified donees, or to persons or entities that are not at arm's length to 
the donor which deliver an unacceptable private benefit, and is in contravention of the 
Act. 86 

Donations subject to a general donor direction that it be used in a particular program 
operated by a charity are acceptable, provided that al l decisions regarding utilization of 
the donation within a program rest with the charity, donations are used for the charity's 
own charitable activities - undertaken by the charity itself under its continued 
supervision, direction, and control or for gifting to "qualified donees" as defined in the 
Act, and no unacceptable private benefit accrues to the donor or any other person or 
entity. Compliance with these legal requirements means it is necessary to ensure that: 

1. any donor direction is general in nature; 
11. the organization itself assumes actual responsibility for making the final 

decisions regarding usage; and 
111. donors relinquish ownership and custody of the gift. 

If donors are simply treating the organization as a conduit to donate to non-qualified 
donees, or to provide a non-incidental private benefit, the donation is not acceptable, 
and cannot be receipted. 

c) Issuing donation receipts on behalf of non-qualified donees 

A charity may only issue receipts for gifts made to it, which it is responsible for using to 
further its own charitable purposes. Organizat ions with receipting privileges cannot 
issue receipts for gifts to third parties. 87 

The audit has revealed that the Organ ization does not demonstrate direction and control 
over its purported activities, and in our opinion the Organization is effectively lending its 
charitable registration number and corresponding tax-receipting privileges to non
qualified donees. The following examples, while not an exhaustive list, support our 
findings: 

d) Issuing official donation receipts to other registered charities 

85 As defined by Black's Law Dictionary. 
86 See subsection 188.1 (4) of the Act. 
87 See section 3500 of the Regulations. 
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Official donation receipts should not be issued to other registered charities to 
acknowledge gifts nor should other registered charities insist on receiving official 
donation receipts. 88 Official donation receipts that bear a charity's registration number 
and other information required by the Act are for tax deduction or credit purposes only. 

Summary 

In summary, it is our position that the Organization does not issue receipts according to 
the Act and its Regulations, based on our findings that it is: 

a. a 
b. b 
C. C 

Accordingly, it is our position that the Organization has failed to meet the requirements 
of sections 3500 and 3501 of the Regulations about issuing receipts only when allowed 
and ensuring all the required information is present. For these reasons, and each of 
these reasons, it appears there may be grounds for revocation of the charitable status 
of the Organization under paragraph 168(1 )(d) of the Act. 

4. Failure to complete an accurate charity information return 

Subsection 149.1 (14) of the Act states that: 

Every registered charity and registered Canadian amateur athletic 
association shall, within six months from the end of each taxation year 
of the charity or association and without notice or demand, file with the 
Minister both an information return and a public information return for 
the year in prescribed form and containing prescribed information. 

It is the responsibility of the Organization to ensure that the information provided in its 
T3010 returns, schedules and statements, is factual and complete in every respect. A 
charity is not meeting its requirements to file an information return in prescribed form if it 
fail s to exercise due care with respect to ensuring the accuracy thereof. The Federal 
Court of Appeal has confirmed that major inaccuracies in a T3010 are a sufficient basis 
for revocation. 89 

Detailed examples of incorrect information 

88 See section 3500 of the Regulations. 
8 9 Opportunities for the Disabled Foundation v MNR, 2016 FCA 94 at paras 48-51. 
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Under subsection 188.2(2.1 ), an Organization may receive a notice of suspension of 
delivering official receipts for failing that is required under subsection 149.1 (14). It is our 
position the Organization has failed to comply with the Act by failing to file an accurate 
T3010. For this reason, there may be grounds to suspend the Organization's authority 
to issue official receipts under subsection 188.2(2.1) of the Act. 

Under subsection 168( 1 )( c) of the Act, the registration of a charity may be revoked if it 
fails to file a charity information return when required under the Act. It is our position the 
Organization has failed to comply with the Act by failing to file an accurate T3010. For 
this reason, there may be grounds to revoke the registered status of the Organization 
under paragraph 168(1 )(c) of the Act. 

5. Failure to maintain adequate books and records as required 

Pursuant to subsection 230(2) of the Act, every registered charity "shall keep records 
and books of account[ ... ] at an address in Canada recorded with the Minister or 
designated by the Minister containing: 

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

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

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

In addition, subsection 230(4) also states "Every person required by this section to keep 
records and books of account shall retain: 

a) the records and books of account referred to in this section in respect of 
which a period is prescribed , together with every account and voucher 
necessary to verify the information contained therein, for such a period as is 
prescribed; 

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

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

i. it is the responsibility of the registered charity to prove that its charitable 
status should not be revoked;90 

9 0 See Canadian Committee for the Tel A viv Foundation, 2002 FCA 72 at paras 26-27, [2002] 2 CTC 93. 
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ii. a registered charity must maintain, and make available to the CRA at the time 
of an audit, meaningful books and records, regardless of its size or resources. 
It is not sufficient to supply the required documentation and records 
subsequent thereto; 91 and 

iii. 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 in the case of material or repeated 
non-compliance. 92 

Detailed examples of non-compliance 

Under paragraph 188.2(2)(a), an Organization may receive a notice of suspension of 
delivering official receipts if it contravenes to subsection 230(2). It is our position the 
Organization has failed to comply with the Act by fai ling to maintain adequate books and 
records. For this reason, there may be grounds to suspend the Organization's authority 
to issue official receipts under paragraph 188.2(2)(a) of the Act. 

Under paragraph 168(1 )(e) of the Act, the registration of a charity may be revoked if it 
fails to comply with or contravenes subsection 230(2) of the Act dealing with books and 
records. It is our position that the present case consists of material non-compliance. For 
this reason , it appears to us that there are grounds fo r revocation of the charitable 
status of the Organization under paragraph 168(1 )(e) of the Act. 

91 Canadian Committee tor the Tel Aviv Foundation, 2002 FCA 72 at para 39, [2002] 2 CTC 93. Furthermore, fa iling 
to comply with the requirements of section 230 of the Act by refusing to make documents available can lead to a fine 
and imprisonment, in addition to the penalty otherwise provided. See subsection 238(1) of the Act. 
92 See Prescient Foundation v MNR, 2013 FCA 120 at para 51, [2013] FCJ no 512. 
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