





The Organization has improperly completed the T3010 return for the
mber 31, 2009 and December 31, 2008 fiscal periods, as there were

numerous errors and omissions.

Line 4500 - Total eligi'ble tax-receipted amounts (See Appendix “B”)

- The T3010 for 2009 reported $172,000. 00 whereas the books and
- records showed $114,654.00 in tax-receipted revenue. There were
discrepancies between the spreadsheet showing monies (donations?)
received and the actual donation receipts issued. The cash component of
the donations received was not deposited into the bahk account.

-ltis unclear how many recelpts books were printed and/or used during
the audit period. Therefore, the actual amount of donations cannot be
_determined. , -

- There is no documentaﬁon to support the glfts in kmd that are
included in the donation amounts. '

- The T3010 for 2008 reported $302,213.00, whereas the books and
-records showed $293,792.00 in tax-receipted amounts..

The expenses reported on the 2009 T3010 were not adequately supported

with proper documentatmn to substantlate the-amounts claimed.

- Line 4800 Advertlsmg : : o '
- The T3010 reported $6, 260 00 Whlch could not be reconclled tothe -
books and records of the Orgamzatlon

- Line 4810 — Travel and Vehicle |
- The T3010 reported $9, 670.00, whlch could not be reconc:led to the
books and records of the Organization. ‘

Line 4820 - Interest and Bank Charges
- The T3010 reported $71.00, which could not be reconciled to the
books and records of the Organization.

Line 4840 — Office Supplies and Expenses.
- The T3010 reported $4,415.00, which could not be reconclled to the
books and records of the Organization.

Line 4850 — Occupancy Costs
- The T3010 reported $7,200.00, which could not be reconculed o the
books and records of the Organization.



Line 4866 — Professional and Consulting Fees _
- The T3010 reported $8,355.00, which could not be reconciled to the

books and records of the Organization.

Line 4880 — Total Expenditure on all Compensation

- The T3010 reported $1,850.00, which could not be reconciled to the
books-and records of the Organization. We have noted that the

Organization does nothave a payroll account registered with the

- Line 4890 — Donated and:Purchased Supplies and Assets
- The T3010 reported $1 37,000.00 which could not be reconciled to
the books and records of the Organization. If this amount is to
represent the amount of non-cash gifts, then compared to what was
reported on Schedule 5: Non-Cash Gifts, there is a discrepancy since
the amount reported is $119,000.00 There isn’t any supporting
- docuimentation to support the fair market value of the donated items.

Line 4900 — Amortization of Capitalized Assets
- The T3010 réported $4,043.00 as an amortization expense.
However, the actual amount of assets could not be determined as
they are listed as other assets on the financial statements.

Line 5000 and Line 5040 alsg could not be reconciled.
-The expenses reported on the 2008 T3010 were not adequately
supported with proper documentation to substantiate the amounts
: cla‘ime'd'} L R N RO

Line 4800 — Advertising and promoﬁon
* - The T3010 reported $9,610.00, which could not be reconciled to the
books and records of the Organization -~ . A B

Line 4810 — Travel and Vehicle
- The T3010 reported $1 3,750.00, which could not be reconciled to
the books and records of the Organization. '

Line 4840 — Office Supplies and Expenses : _
: - The T3010 reported $6,420.00, which could not be reconciled to the
books and records of the Organization.

Line 4850 — Occupancy Costs .
- The T3010 reported $7,200.00, which could not be reconciled to the
books and records of the Organization.
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Line 4860 ~ Professional and Consulting Fees

- The T3010 reported $13,840.00, which could not be reconciled to
the books and records of the Orgamzatlon

Line 4880 ~ Salaries, Wages, Benefits, and Honoraria
- The T3010 reported $21,600. 00 which could not be reconciled to
the books and records of the Organization. The Organization does
not have a payroll account registered with the CRA.

Line 4890 — Donated and Purchased Supplles and Assets
- The T3010 reported $1 65,600.00, which could not be reconciled to
- the books and records of the Organization. If this amount is to
represent the amount of non-cash gifts, then compared to what was
reported on Section F: F4 Non-Cash Gifts, there is a dlscrepancy
since the amount shown is $110,200.00 There isn’t any supporting
- documentatlon to support the fair market value of the doniated items,

Line 4920 — Other Expendltures o ' | L
- The T3010A reported $17,000, whlch could not be reconcnled to the ,
books and records of the Orgamzatlon

Lme 5000 and Lme 501 0 could not be reconclled

As a result the Orgamzaﬂon falled to exercise due care with respect to ensuring
the accuracy of its Charity. Information Returns. - This conststutes sufficient reason ta
revoke the Orgamzatton s charitable status.

The Minister may revoke the registration of the registered charity in the manner
as described at paragraph 168(1) (c) of the Act because the registered chanty has falled
to comply with or contravenes any of sections 230 to 231. 5 of the Act. .

4, Gifts to Non-Qualified Donees

The Act permits a registered charity desngnated as a charitable Organization to
carry out its charitable purposes, both inside and outside Canada, in the following
manner; o

« ltcan carry on its own activities. Unless donations received are transferred
to qualified donees, money and property donated to a charitable
- Organization must be used by the Organization itself in the conduct of its
own actlvmes

* See the Federal Court of Appeal decisions on Canad:an Commtttee Jor the Tel Aviv Foundation v. Canada. 2002 I-‘CA8728
(CanLll) and Bayit Lepletot v. Canada (Minister of National Revenue), 2006 FCA 128 (CanLII). Accessed on 2009-D8-2



e Except where a charity gifts its funds to a qualified donee, the CRA requires
a charity to show that it effectively directs and actually controls the use of its

resources on an ongoing basis.

« As part of carrying out its charitable purpose; a charity can make gifts to
other Organizations defined as qualified donees in sections 110.1,118.1
and 149.1(1) of the Act. Qualified donees include Canadian registered ..
charities, certain universities outside Canada, the United Nations and its

agencies, and a few foreign charities.

A charitable Organization cannot act as an intermediary providing tax receipts to
donors for amounts that are to be transferred to other Organizations that are not.
qualified donees. In other words, a registered charitable Organization may not act as a
channel or conduit through which tax receipts are provided for donations thatare
intended for the use of another Organization. This is true even if the charity believes
that an individual or Organization receiving the charity’s funds will devote those
resources to efforts that are bona fide and in fine with the charity’s own objectives.
When a registered charity merely transfers its resources to-another entity that is not a

.

qualified donee, and fails to maintain effective direction and actual control over those
resources, the charity has, in effect, made a giftto a non-qualified donee. This
contravenes the purpose and intent of t_he charitable registration provisions of the Act.

The audit revealed that significant amounts of the Organization’s resources
were distributed to and through non-qualified donees within Canada. The
Organization made gifts in 2008 and 2009 to the non-qualified donees listed

‘Gomarj Comriunity Services (Garnier Fructis Hair conditioners) :

Urbari Promisé (Shoes, Boots, Winter Coats & Winter Wear) =
Horizons for Youth (Linens) TR T
Artists to Artists Foundation (Health Products) ‘ _
Consulate General of St. Vincent and the Grenadines (Computers, Clothing
& Toys) 4 . ‘ :
o United Achievers’ Non-Profit Housing Corporation (125 boxes of health

care products) :

A ]

~ The amount reported on Line 5600 on the T3010 for 2008 indicated the non-
_ cash gifts to be $110,200.00; and the amount reported on Schedule 5:Non-Cash
Gifts for 2009 was $119,000.00. The amounts claimed at Line 4890 (Donated and
purchased supplies and assets) were $165,600.00 and $137,000.00 for those years .
respectively. Those figures could not be reconciled to the summary spreadsheet
provided by the Organization or the official donation receipts. The Organization
failed to identify the gifts-in-kind received in any manner, and the value of the



-

items cannot be determined. A dollar value was not attached to the amounts
donated to the Organizations listed above,

According to its own Donations Policy, the Organization will make direct
donations to other charitable entities and not-for-profit entities. It indicates that
the activities carried out by the groups are consistent with the mandate of the
Organization. There was no indication that the Organization knew the donated
items were going to be used in the capacity that would further the objectives of
the Organization. Itis not clear that the Organization had any direction or control
over the items donated. - a

The Minister may revoke the registration of the registered charity in the manner
as described at paragraph 168(1) (b) of the Act because the registered charity has
failed to comply with or contravenes any of sections 230 to 231.5 of the Act.

5. Charitable Purpose & Activities:

The Charity is registered as a charitable Organization. 'In order to satisfy the
definition of a “charitable Organization” pursuant to. subsection 149.1(1) of the Act,
“charitable Organization” means an Organization.... "All the resources of which are
devoted to charitable activities”. . '

To qualify for registration as a charity under the Act, an Organization must be
established for charitable purposes that oblige it to devote all its resources to its own
charitable activities. This is a two-part test. ‘Firstly, the purposes it pursues must-be
wholly charitable and secondly, the activities that a charity undertakes on a day-to-day
basis must support jts charitable purposes in a manner consistent with charitable law.
Charitable purposes are not defined in the Act and it is therefore necessary to refer, in
this respect, to the principles of the common law governing charity. An Organization
that has one or more ndn-charitable purposes or devotes resources to activities .
undertaken in support of non-charitable purposes cannot be registeted as a charity.

One of the approved objects of the'drgani'zétion‘ at the ﬁmé of registration
Is to establish, maintain and support a food bank, soup kitchen and a non-profit
enterprise to supply free clothing, furniture and appliances for needful

congregants and members of the community.

The Organization stated it had purportedly donated goods cqnsisti_ng of
used clothing, hair products, health products, linens, shoes, winter clothing and

- boots to other charitable entities and not-for-profit entities. It indicates that the

activities carried out by the groups should be consistent with the mandate of the
Organization. There was no indication that the Organization knew thc_e dqnatgd
items were going to be used in the capacity that would further t{'ne ol.)ject:ves of
the Organization. It is not clear that the Organization had any direction or control



over the items donated. Also the goods were in fact donated to non-qualified
donees. : ' :

The Minister may revoke the registr'atioh of the registered charity in the manner
as described at paragraph 168(1) (b) of the Act because the registered charity has
failed to comply with or contravenes any of sections 230 to 231.5 of the Act.

The Orgénization's Options:
' ’a) No Response

You may choose not to respond. In that case, the Director General of the
' Charities Directorate may give notice of its intention to revoke the registration

of the Organization by issuing a Notice of Intention in the manner described in
. subsection 168(1) of the Act. :

~ b) Response

~ Should you choose to respond, please provide your written representations
and any additional information regarding the findings outlined above within
30 days from the date of this lefter. ‘After considering the representations
submitted by the Organization, the Director General of the Charities
Directorate will decide on the appropriate course of action, which may
include: R ‘ ST

_no compliance action necessary; . ‘
the issuance of an educational letter, "
« resolving these issues th '

~Agreementor = D .
+ the Minister giving notice of its intention 1o revoke-the registration of -

the Organization by issuing a Notice of Intention in the manner

described in subsection 168(1) of the Act. ’

o @

‘_ rough thie implementation of a Compliance

if you appointi a third party.to represent you in this matter, please send us a
written authorization naming the individual and explicitly authorizing that individual to
discuss your file with us. ‘ :



if you have any questions or require further information or clarification, please do
not hesitate to contact the undersigned at the numbers indicated below.

Yours sincerely,

o5&l

Sherry Head - Auditor

Compliance Programs Branch

Kitchener TSO

Telephone: 1-519-896-5970

Toll Free:  1-800-267-2384

Facsimile:  1-519-585-2803

Address: 166 Frederick Street
Kitchener, ON N2G 4N 1
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Grace Christian Assembly

DETAILS RELATED TO THE AUDIT

" Reported on T3010 Return

Total eligible amount of
Tax-receipted gifts (Line 4500)

Official Donation Receipts

Cash Donations1
Gift-in-Kind Donations2

Disci'epancy

Amounts from the Organization’s Actual Donation Receipts

2009-12-31

302,213.00

83,371.00

210.421.00
293,792.00

8,421.00

Appendix C(AQ’

£ 2008-12-31

172,000.00

10,241.00
104.413.00

114,654.00

57,346.00

? Gift-in-Kind donations taken from the spreadsheet prepared by Orgamzauon listing the
breakdown between the cash and the in-kind donations
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ITR APPENDIX "A"

Section 149.1: [Charities] .

149.1(2) Revocation of registration of charitable organization ' :

The Minister may, in the manner described in section 168, revoke the registration of a

charitable organization for any reason described in subsection 168(1) or where the

organization S . »

(a) carries on a business that is not a related business of that charity; or '

(b) fails to expend in any taxation year, on charitable activities carried on by it and by
way of gifts made by it to qualified donees, amounts the total of which is at least
equal to the organization’s disbursement quota_for that year.

149.1(3) Revocation of registration of public foundation o :
The Minister may, in thie manner described in section 168, revoke the fegistration of a
public foundation for any reason described in subsection 1 68(1) or where the -
foundation : e : N :

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

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

(c) since June 1, 1950, acquired control of any corporation;

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

(e) atany time within the 24 month petiod preceding the day on which notice is given to

- the folindattion by the minister pursuant to subsection 168(1) and at a time wher the
foundation was a private foundation, took any action or failed to expend amounts.
such that the Minister was entitled, pursuant to subsection (4), to revokeits . . -
registration as a private foundation. :

149.1(4) Revocation of registration of private foundation e

The Minister may, in the manner described in section 168, revoke the registration of a

private foundation for any reason described in subsection 168(1) or where the '

foundation : - ' ‘ '

(a) carries on any business; i

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

(¢) sirice June 1, 1950, acquired control of any corporation; or o

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



149.1(4.1) Revocation of registration of registered charity

The Minister may, in the manner described in section 168, revoke the registration

(a) of a registered charity, if the registered charity has made a gift to another registered
charity and it can reasonably be considered that one of the main purposes of
making the gift was to unduly delay the expenditure of amounts on charitable
activities; SRRV S - :

(b) of the other charity referred to in paragraph (a), if it can reasonably be considered
that, by accepting the gift, it acted in concert with the registered charity to which -
paragraph (a) applies; and ' 4

(c) of a registered charity, if a false statement, within the meaning assigned by
subsection 163.2(1), was made in circumstances amounting to culpable conduct, -
within the meaning assigned by that subsection, in the.furnishing of information for
the purpose of obtaining registration of the charity.

Section 168: Notice of intention to revoke registration :

168(1) Where a registered charity or a registered Canadian amateur athletic

association o - o v R

(a) applies to the Minister in writing for revocation of its registration, ,

(b) ceases to comply with the requirements of this Act for its registration as such, -

(o) fails to file an information return as and when required under this Act or a
regulation,' S e g s

(d) issues a receipt for a gift or donation otherwise than in accordance with this Act and
the regulations or that contains false information, . ..~~~ o

(e) fails to comply with or contravenes any of sections 230 t0 231.5, or

(f) in the case-of a registered Canadian amateur athletic association, accepts a gift or
donation the granting of which was expressly or impliedly conditional on the

~ association making a-gift or donation to another person, club, saciety or association,

the Minister may, by registered mail, give notice to the registered charity or registered

Canadian amateur athletis association that the Minister proposes fo revoke its - -

registration. Vi R L TR S TR e et

168(2) Revocation of Registration .

Where the Minister gives notice under subsection (1) to a registered charity orto a

registered Canadian amateur athletic association, o '

(a) if the charity or association has applied fo the Minister in writing for the revocation of
its registration, the Minister shall, forthwith after the mailing of the notice, publish a
copy of the notice in the Canada Gazette, and

(b) in any other case, the Minister may, after the expiration of 30 days from the day of
mailing of the notice, or after the expiration of such extended period from the day of
mailing of the notice as the Federal Court of Appeal or a judge, of that Court, on
application made at any.time. before the determination of any appeal pursuant to

- subsection 172(3) from the giving of the notice, may fix or allow, publish a copy of
the notice in the Canada Gazette, o ,

and on that publication of a copy of the notice, the registration of the charity-or

association is revoked.



_168(4) Objection to proposal or designation . :

A person that is or was registered as a registered charity or is an applicant for
registration as a registered charity that objects to a notice under subsection (1) or any
of subsections 149.1(2) to (4.1 ) (6.3), (22) and (23) may, on or before the day that is 90
days aftef the day on which the notice was mailed, serve on the Minister a written

notice of objection in the mannér authorized by the Minister, setting out the reasons for
the objection and all the relevant facts, and the provisions of subsections 165(1 ) (1,1)
and (3) to (7) and sections 166, 166.1 and 166.2 apply, with any modifications that the

circumstances require, as if the notice were a notice of assessment made under sec_tion
152. ‘ ‘ -

Section 172: Appeal from refusal to register, revocation of registration, etc.
"172(3) Appeal from refusal to register, revocation of registration, etc.

Where the Minister S ‘ - T

(a) refuses to register an applicant for registration as a Canadian amateur afhletic
association, , o - o Coe

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

- proposal, decision or designation within 90 days after service of a notice of objection
by the person under subsection 168(4) in respect of that proposal, décision of
designation, = Lo S L

(b) refuses to accept for registration for the purposes of this Act any retirement savings
plan, : R - B - ' . '

(c) refuses to accept for registration for the purposes of this Act any profit sharing plan
or revokes the registration of suchaplan,

(d) refuses to issue a certificate of exemption under subsection 212(14), .

(e) refuses to accept for registration for the puirposes of this Act an education savings

(e.1) sends notice under subsection 146.1(12.1) to a promoter that the Minister

. Proposes to revoke the registration of an education savings plan, )

(f) refuses to register for the purposes of this Act any pension plan or gives notice
under subsection 147.1(11) t6 the administrator of a registered pension plan that the
Minister proposes to revoke its registration,

(f.1) refuses to accept an amendmentto a registered pension plan, or N

(9) refuses to accept for registration for the purposes of this Act any retirement income
fund, the applicant or the organization, foundation, association or registered charity,
as the case may be, in a case described in paragraph (a) or (a.1), the applicant in a
case described in paragraph (b), (d), (e) or (g), a trustee under the plan or an .
employer of employees who are beneficiaries under the plan, in a case described in
paragraph (c), the promoter in a case described in paragraphi (e.1), or the
administrator of the plan 6r an employer who participates in the plan, in a case
described in paragraph tf) or (f.1), may appeal from the Minister's decision, or from
the giving of the notice by the Minister, to the Federal Court of Appeal.



Section 180: Appeals to Federal Court of Appeal
180(1) Appeals to Federal Court of Appeal
An appeal to the Federal Court of Appeal pursuarit to subsection 172(3) may be
instituted by filing a riotice of appeal in the Court within 30 days from
(a) the day on which the Minister notifies a person tinder subsection 165(3) of the
" Minister's action in réspect of a notice of objection filed under subsection 168(4),
(b) the mailing of notice to a registered Canadian amateur athletic association under
subsection 168(1), . .
(c).the mailing of notice to the administrator of the registered pension plan under
, subsection 147.1(11), '
 (c.1) the sending of a notice to a promoter of a registered education savings plan under
subséction 146.1(12.1), or ' ‘ ‘ '
(c) the time the decision of the Minister to refuse the application for acceptance of the
amendment to the registered pension plan was mailed, or otherwise communicated
in writing, by the Minister to any person, ‘ '
as the case may be, or within such further time as the Court of Appeal or a judge
thereof may; éither before or after the expiration of thase 30 days, fix or allow.
Section 188: Revocation tax I
188(1) Deemed year-end on notice of revocation : -
If on a particular day the Minister issues a notice of intention to revoke the registration
of a taxpayer as a registered charity under any of subsections 149.1(2) to (@.1)and
168(1) or it is determined, under subsection 7(1) of the Charities Registration (Security
Information) Act, that a certificate served in respect of the charity under subsection 5(1)
of that Act is reasonable on the basis of information and evidence available,
. (a) the taxation year of the charity that would otherwise have included that day is
deemed to.end atthe endof thatday; ~ . ¢
(b) a new taxation year of the charity is deemed ta begin immediately after that day; and
(c) for the purpose of determining the charity’s fiscal period after that day, the charity is
deeriied hot o have established a fiscal period before that day. - -

‘

188(1.1) Reir‘bcat’i’qn‘ tax

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

A-B .

where A '

A is the total of all amounts, each of whichis ~ ' :

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

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

(d) the income of the charity for its winding-up period, including gifts received by.the
charity in that period from any source and any income that would be computed -
under section 3 as if that period were a taxation year; and



B is the total of all amounts (other than the amount of an expenditure in respect of

which a deduction has been made in computing income for the winding-up period under

paragraph (c) of the description of A, each of which is

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

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

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

188(1.2) Winding-up period .

In this Part, the winding-up period of a charity is the period, that begins immediately

after the day on which the Minister issues a nofice of intention to revoke the registration

of a taxpayer as a registered charity under any of subsections 149,1 (2)to (4.1) and

168(1) (or, if earlier, immediately after the day-on which it is determined, under -

subsection 7(1) of the Charities Registration (Security Information) Act, that a certfficate

served.in respect of the charity under subsection 5(1) of that Act is reasonable onthe
basis of information and evidence available}, and that ends on the day that is the latest
of :

(a) the day, if any, on which the charity files a return under subsection 189(6.1) for the
taxation year deemed by subsection (1) to have ended, but not later than the day on
which the charity is required to file that retumn,

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

(c) if the charity has filed a notice of abjection or appeal in respect of that assessment,
the day on which the Minister may take a collection action under section 225.1 in
respect of that tax payabie. ' : :

188(1.3) Eligible donee . : : .

In this Part, an eligible donee in respect of a particular charity is a registered charity

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

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

(c) that has no unpaid liabilities under this Act or under the Excise Tax Act;

(d) that has filed all information returns required by subsection 149.1(14); gpd

(e) that is not the subject of a certificate under subsection 5(1) of the Chantle_s '
Registration (Security Information) Act or, if it is the subject of such a certificate, the

certificate has been determined under subsection 7(1) of that Act not to be
reasonable.

-



188(2) Shared liability — revocation tax ‘

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

188(2.1) Non-application of revocation tax . .
Subsections (1) and (1.1) do not apply to a charity in respect of a notice of intention to
revoke given under any of subsections 149.1(2) to (4.1) and 168(1) if the Minister
abandons the intention and so notifies the charity or if ‘ . -

(a) withir: the ohe-year period that begins immediately after the taxation year of the
charity otherwise deemed by subsection (1) to have ended, the Minister has
registered the charity as d charitable ofgariization, private foundation or public
foundation; and N e e

(b) the charity has, before the time that the Minister has sqfégisiere&i the charity, -

(i) paid all amounts, each of which is an amount for which the charity is. liable under

" this Act (othér than subsection (1.1)) or the Excise Tax Act iri respect of taxes,
penalties and interest, and L o | -

(ii) filed all informatiori returns required by or under this Act to be filed on or before that
time. o - R ' : : ‘

188(3) Transfer of property tax S s LT
Where, as a result of a transaiction or series of transactionis, property owned by a
registered charity that is a charitable foundatior and aving a net value greater than
50% of thé net asset amount of thé charitable féundation imrédiately befofe the
transaction or series of transactions, as the case may be, is ttansferred be&fore thé end
of a taxation year, directly or indirectly, to one or more charitable organizations and it
may reasonably be considered that the main purpose of the tranisfer is to éffect a
reduction in the disbursement quota of the foundation, the foundation shall pay a tax
under this Part for the year equal to the' amount by which 25% of the net value of that
property determined as of the day of its transfer exceeds the total of all amounts each
of which is its tax payable under this subsection for a preceding taxation year in respect
of the transaction or series of transactions. ' - ‘

188(3.1) Non-application of subsection (3)

Subsection (3) does not apply to a transfer that is.a gift to which subsection 188.1(11)
applies. R -



188(4) Idem :
Where property has been transferred to a charitable organization in circumstances

described in subsection (3) and it may reasonably be considered that the organization
acted in concert with a charitable foundation for the purpose of reducing the

disbursement quota of the foundation, the organization is jointly and severally liable with -

the foundation for the tax imposed on the foundation by that subsection in an amount
not exceeding the net value of the'p.roperty.,

188(5) Definitions
In this section,
“net asset amount”

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

- A-B

where . , ' - _ ‘

A is the fair market value at that time of all the property owned by the foundation at that
time, and W T o . , _
B is the total of all amounts each of which is the amount of a debt owing by or any other
obligation of the foundation at that time; . S

“net value” ' . o

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

means the amount determined by the formula

A-B
where

A is the fair market value of the property on thatday,and ~
B is the 'a_mgunt_bf any consideration given to the foundation for the transfer.

Section 189 S o

189(6) Taxpayer fo file return and pay tax =~ o R

Every taxpayer who is liablé to pay tax under this Part (except a charity that is liable to

pay tax under section 188(1)) for a taxation year shall, on. or before the day on or before

which the taxpayer is, or would be if tax were payable by the taxpayer under Part I for

the year, required to file a return of income or an information return under Part | for the

year, ,

~ (a) file with the Minister a return for the year in prescribed form and containing
prescribed information, without notice or demand therefor: ‘

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

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

PN
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189(6.1) Revoked charity to file returns A .
Every taxpayer who is liable to pay tax under subsection 188(1.1) for a taxation year
shall, on or before the day that is one year from the end of the taxation year, and
without notice or demand, o ‘
(a) file with the Minister v
(i) a return for the taxation year, in prescribed form and containirig prescribed
 information, and : ' ‘
(ii) both an information return and a public information return for the taxation year,
each in the form prescribed for the purpose of subsection 149.1(14); and
(b) estimate in the return referred to in subparagraph (a)(i) the amount of tax payable by
the taxpayer uider subsection 188(1.1) for the taxation year; and - ‘
(c) pay to the Receiver General the amount of tax payable by the taxpayer under
subsection 188(1.1) for the taxation year.

189 (6.2) Reduction of revocation tax liability - _ ,
'If the Miriister-has, during the one-year period beginning immediately after the endof a
taxation year of a person, assessed the person in respect of the person’s liability for tax

under subsection 188(1.1) for that taxation year, has not after that period reassessed
the tax liability of the person, and that liability exceeds $1,000, that liability i, at any
particular time, reduced by the total of :
(a) the amount, if any, by which ' o u
(i) the total of all amounts, each of which is an expenditure made by the charity, on .
charitable activities carried on by it, before the particular time and during the
period (referred to in this subsection as the “post-assessment period”) that begins
immediately after a notice of the latest such assessment was mailed and ends at
the end of the one-year period o ‘
exceeds o ’ o A , ,
(ii) the income of the charity for the post-assessment period, ificluding gifts received
by the charity ini that period from any source and any income thatwould be
computed under section 3 if that period were a taxation year, and *

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

r



189(6.3) Reduction of liability for penalties :

If the Minister has assessed a registered charity in respect of the charity’s liability for

penalties under section 188.1 for a taxation year, and that liability exceeds $1,000, that

liability is, at any particular time, reduced by the total of all amounts, each of which is an

amount, in respect of a property transferred by the charity after the day on which the

Minister first assessed that liability and before the particular time to a person that was at

the time of the transfer an eligible donee in respect of the charity, equal to the amount, -

if any, by which the fair market value of the property, when transferred, exceeds the

total of .

(a) the consideration given by the person for the transfer, and o

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

189 (7) Minister may assess ‘ '

Without limiting the authority of the Minister to revoke the registration of a regi§tered
charity, the Minister may also at any time assess a taxpayer in respect of any amount
that a taxpayer is liable to pay under this Part.






