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REGISTERED MAIL

Néw Flame Deliverénce Ministries

130 Industry Street, Unit #5
. Toronto, ON M6M 5G3

L BN: 84586 §75LRR0001
"Attention: Monica Lewars ‘ ,
- o File #950683

' January 18, 2012

Subject:  Audit of New Flame Deliverance Ministries

Dear Ms. Lewars:

This letter is further to the audit of the books and: records of New Flame Deliverance Ministries
(the Organization) conducted by the Canada Revenue Agency (the CRA). The audit related to
the operations of the Organization for the period from January 1, 2009 to December 31, 2010.

At our meeting of December 31, 2011, you were advised that the CRA has identified specific

areas of non-compliance with the provisions of the Income Tax Act and/or its Regulatiors in the
following areas: . .

AREAS OF .NON-COMPLIANCE:
Issue ' Reference
1. | Issuing Receipts Not in Accordance with the ITA 118.1, 149.1(2),
‘ 168(1)}(d)
2. | Failure to Maintain Adequate Books and Records 149.1(2), 168(1)(e),
230(2)
3. | Charity Information Returns - Incorrect Filing Paragraph 168(1 )(c)
S Subsection '
149.1(14)

The purpose of this letter is to describe the areas of non-compliance identified by the CRA
during the course of the audit as they relate to the legislative and common Jaw requirements
applicable to registered charities, and to provide the Organization with the opportunity to make
additional representations or present additional information. Registered charities must comply
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with the law, failing which the Organization’s regnstered status may be revoked in the manner
described in section 168 of the Act.

The balance of this letter describes the identified areas of non-compliance in further detail.

Identified Areas of Non-Comnlﬁnée:

1. Issuing Receipts not in Accordance with the ITA:

The law provides various requirements with respect to the issuing of official donation receipts by
registered charities. These requirements are contained in Regulations 3500 and 3501 of the Act

and are described in some detail in Interpretation Bulletm IT-110R3 Gifts and Ofﬁclal Donation
" Receipts. .

The audit reveals that the donation receipts issued by the Orgénization do not comply with the
requirements of Regulation 3501 of the ITA and IT-110R3 as follows:

- Donation rcéeipts issued withommcei\}ing "gifis" were not valid gifts and donations
under section 118.1 of the ITA. Under the Income Tax Act, a registered charity can issue
‘official donation receipts for i Income tax purposes for donations that legally qualify as
gifts.

- A serial number (Regulation 3501(1 )c)

- The name the Canada Revenue Agency should be on all official donation receipts. .
(Regulation 3501(1)(3)). :

- The statement “Official Receipt for Income Tax Purpose " should be located on each
receipt (Regulation 3501(1)) )

- An exact copy of all official donation receipts should be maintained by the orgammnon
© (TA 230Q2)(b)). .

During our audit, we found that the bank deposits were significantly lower than the total of the
official donation receipts issued. In 2009, the official donation receipts that were provided by
the Organization for review totalled $222,287.00. The total bank deposits for the fiscal year were
$23,815.92 resulting in a difference of $198,471.08. The total revenues reported on the 2009
T3010 totalled $241,692 which also increased the discrépancy. In 2009 it was alleged by the
Organization that their computer crashed, consequently serial numbers were not used and a
proper donor database was not maintained and we were unable to determine the total quantity of
receipts issued by the organization. The donation book summary of members that was
maintained by the organization totalled $17,817.71 for the year; however the summary was not
complete. :

The 2010 official donation receipts provided for review by the organization, totalled $45,753.19
~however the 1otal bank deposits were $40,618.12 resulting in a difference of $5,135.07. in
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addmon the donation book summary of members totalled $13,039.00 for the year. CRA
obtained additional donation receipts for 2010 that were included in individual’s tax returns.
These donation receipts totalled $162,178 (21 donors), and the receipts were all signed by Ms
Lewars as being received by the organization. These receipts were not part of the books and -
records of the Organization. We are unaware if others exist. The total revenues reported on the
T3010 for 2010 totalled $44,279. The 2010 T3010 was prepared by a different accountant than
the 2009 T3010 which resulted in the decrease in revenues reported at line 4500. The 2009 Total

receipted gifis per the T3010 include donation receipts putportedly 1ssued by the orgamzanon
but no funds were ever deposited.

During the initial interview of October 17, 2011, Ms. Lewars provided the auditor her ledger

. books and copies of some of the official receipts that she had. She noted that she did not have

- them all as her computer crashed and was completely wiped out. We reviewed the amounts of
the official donation receipts and compared them to the total bank deposits. We then contacted
23 of the donors and requested information to support their donations. -Each of the donors .
provided a weekly summary of total donations made which was stamped by the organization and

~ signed by Ms. Lewars, along with a copy of the receipt and the letter we sent them.

We contacted Ms. Lewars on December 13, 2011 by telephone, and asked if she had been

contacted by any of her donors to ask for supporting information for their donations. She noted

that she had and confirmed that she provided excel summaries to all of them, but could not
_remember how many she provnded, but said she would forward copies to the auditor.

During an interview with Ms. Lewars of December 21, 2011, we discussed the above variances.
She rioted that for the 2009 return, she was working with two accountants, while in 2010 she was
just working with one accountant. She explained that the accountant that prepared her 2010

- T3010 return prepared the donation receipts, and she signed them. Ms. Lewars also said that the
accountant did prepare the excel summaries that were provided to donors, and she signed them.
It was then further explained that the Organization did not receive the money for the receipts for
the larger amounts, as confirmed by the small total deposits for the year. She did confixm that an
amount was received from the accountant of $12,000 as payment for the purchase of donation

receipts. The payment was to go toward the Organization's buxldmg fund She provided a signed .
statement noting that the receipts were not a valid gift.

Additionally, the organization should be aware that certain amendments to the ITA were
introduced as part of Bill C-33 tabled in Parliament on March 23, 2004, that came into force
May 13, 2005. As part of the amendments, a registered charity that issues an official donation
receipt that includes incorrect information is liable to a pendlty equal to 5% of the eligible
amount stated on the receipt. This penalty increases to 10% for a repeat infraction within 5 years.

A registered charity that issues an official donation receipt that includes false information is
- liable to a penalty equal to 125% of the eligible amount stated on the receipt, where the total
does not exceed $25,000. Where the total exceeds $25,000, the charity is liable to a penalty equal -

FN
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‘10 125% and the suspensnon of tax-recelptmg privileges. We do not behevc that this is an
appropriate alternative, given the serious nature of the matter of non-comphance

Under paragraphs 168(1)(d) of thie ITA, the. Mlmster may, by regnstered mazl give notice to the
registered charity that the Minister proposes to revoke its reglsu-atlon if it issues a receipt
otherwise than in accordance with the ITA and the Regulations. It is our posmon the
Organization issued receipts for transactions that do not qualify as gifts at law. For this reason
alone there are grounds for revocation of the chamable status of New Flame Mlmstnes under
paragraph 168(!)(d) of the ITA. :

In addition, it should be noted that the organization failed to accept valid gifts in accordance with
the ITA by accepting and issuing receipts for transactlons that do not qualify as gtﬁs This can
e supported as follows:

a) No Animus Donandi

Undeér the common law, a gift is a voluntary transfer of property-without consideration.
However, an additional essential element of a gift is animus donandi - that the donor must be
motivated by an intention to give. It must be clear that the donor intends to enrich the donee, by
giving away property, and to generally grow poorer as a result of making the gift.

It is our view that the transactions involving the Organization fail to meet this latter element.

The common theme, found throughout all of these transactions, is that through an artificial series

+ of transactions "donors" profit through the donation tax credits so obtained. 1t was confirmed
that many of the individuals in which tax receipts were provided to, were not members of the

“church, nor had attended a service at this organization. They did not give the money directly to
the organization, rather to the accountant who prowded them with a copy of the donation recenpt.
Itis clear that the primary motivation of the donors is intent to profit, and, as such, these - - -
transactions fail to qualify as gifis at law. Participants in these arrangements are merely expected
to pay a portion of the total tax receipted amount from the Orgamzatlon after their persona] tax
return has been assessed by CRA.

As such, 1t is our position that there is no intention to make a "gnft" within the meaning assigned
at 118.1 of the ITA. Participants in these donation arrangements are pnmanly motivated by the
desire to profit from the artificial manipulation of the tax incentives available from donations
rather than a desire to enrich the chanty _In our view, these transactions, given the combination
_of the tax credits and other benefits received, lack the requisite animus donandi to be considered

b) Transfers not gifts - Benefit received ’

Additionally, we are of the opinion that the donation transactions themselves lack the necessary
elements to be considered gifis at law. The "donors” received donation receipts or benefit
without making gifts. It is clear, based upon our conversation and the books and records that
recipients of the donation receipts had a clear expectation of return and benefit for the payment
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. of only a portion of the receipted amount after they receive their tax refunds. In our view, given
that the Orgamzation is responsible for the issuance of i improper tax receipts, thls represents an .
extremely senous abuse of the Charity’s tax receipting privileges.

" ¢) Property Transferred

- We are greatly concerned that the “gifts” the Orgamutxon recelved was only a small percentage
of the total tax receipted amount. The Organization at no time is entitled to issue receipts for an
amount more than the fair market value of the property donated to it. Based on the books and
records of the Organization, it issued official donation receipts for far more than the amounts
recejved from the donor. For this reason, it appéars to us that there are grounds for revocation of
the charitable status of New Flame Deliverance Ministries under paragraph 168(1)(d) of the ITA.

2. Failure to Mamtam Adequate Books and Records:

The ITA, per subsection 230(2), requires that every registered charity shall keep records and
books of account at an address in Canada recorded wﬂh the Minister or designated by the
Minister containing:

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

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

) Other information in such form as will enable the Mlmster to verify the donat:ons to it for
whicha deducuon or tax credit is available under the ITA. ’

In addition, subsection 230(4) also states “every person rcqmred by this section to keep books of -
. account shall retain:

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

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

- Audit results indicate that the Organization’s books and records were inadequate and the
Organization failed to comply wnth subsectlon 230(2) of the Act to mamtam adequate books and
records.

- All supporting documentation to verify and substantiate the expenses claimed by the -
' organization was not available for review. Specifically, the organization provided copies
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of all of the source documentation for 2010. We reviewed the invoices provided and they
totalled $16,898.08. Per the 2010 T3010 filed, a total of $44,056 in expenditures were
claimed. In addition, please note that debit and credit card receipts do not adequately

. support expenses. Original documentation must be available.

- The ledger books maintained could not be reconciled to source documents or the T3010.
They were not complete for either year in the audit period.

.- All bank statements were not available for review, Specifically, the March 2010 and
October 2009 statements.

- Copies of all official donation receipts were not provided. It was noted that the 2009
receipts were saved on a computer which crashed sometime in 2010. Many of the 2010°
receipts were also unavailable. As the official donation receipts did not have a serial
numbser, it could siot be determined how many receipts were issued. In‘many cases,a. *
copy of a receipt with one donor’s information would be scratched out and another
donor’s information would be handwritten on‘that copy of the receipt.

3, T3010 Information Return:

Pursuant to subsection 149.1(14) of the Act, every registered charity must, within six months
from the end of the charity’s fiscal year end, file a Reglstered Charity Informanon Return
(T3010A) with the applicable schedules. ~

Itis the responsibility of the charity to ensure that the information that is provided in its return,
schedules and statements, is factual and complete in every respect. A charity is not meeting its
requirements to file an Information Return if it fails to exercise due care thh respect to ensuring
the accuracy thereof.,

The Organization has improperly completed the T3010A return for the December 31, 2009 and
December 31, 20010 fiscal periods, as there were several errors and omissions.

(1) Line 4500 to 4700 - Revenues
We could not rggoncile the revenues reported to the bank deposnts general ledger accounts
or supporting documentation. For example, in 2009 the organization reported revenues of
$241,692; The bank deposits totaled $23,815. 92 while the general ledger book indicates
receipted revenues of $17,817.71.

. (2) Line 4800 to 4950 - - Expenditures
The expenditures claimed by the organization could not be verified to adequate suppomng

. documentation. In addition, we were not able to reconcile the amounts from the T3010's
as filed to the general ledger.



The Organization'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 letter. After considering the representations submitted by the
Organization, the Director General of the Charities Directorate will decide onthe
appropriate course of action, which may include:
¢ no compliance action necessary;
o the issuance of an educational letter;
e resolving these issues through the implementation of a Compliance
Agreement; or ;
° gwmg notice of its intention to revoke the registration of the Organization by
issuing a Notice of Intention in the manner described in subsectlon 168(1) of
the Act.

If you aﬁpoint 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.

1
If you have any guestions or require further information or clarification, plcase do not hcsnatc to
contact the undersigned at the numbers indicated below. :

Yours sipcerely,
Lo

Megan O’Hara
Audit Division , ,
Kitchener Tax Services Office

;
%

o




ITR APPENDIX "A™’

Section 149.1: [Charltles] .

149.1(2) Revocation of registration of charitable orgamzahon '

- 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

orgamzatlon :

(a) carries on a business that is not a related business of that chanty or

(b) fails to experid 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 i |s atleast -
equal-to the orgamzatlon s disbursement quota for that year. :

149. 1(3) Revocahon of registration of public foundatuon . i ‘

The Minister may, in the manner described in section 168, revoke the reglstratnon ofa

public foundation for any reason descnbed in'subsection 168(1) or where the’

foundation

(a) carries on a business that is not a related busmess of that chanty

(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;

(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 mvestments
and debts incurred in the course of administering charitable activities; or

(¢) at any time within the 24 month period preceding the day on which notice is given to
thé foundation by the minister pursuant to subsection 168(1) and at a time when the
foundatlon was a private foundation, took any action or failed to expend amounits
" suchthat the Minister was entitled, pursuant to subsection (4), to revoke its
reg:stratnon asa pnvate foundation. .

149.1(4) Revocation of registration of private foundation :
'The Minister may, in the manner described in section 168, révoke the registration of a

pnvate foundation for any reason described. in subsectlon 168(1) or where the
foundation o

(a) carries on any busmess

(b) fails to expend in any taxation year, on chantable 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;

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

(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)ofa reglstered 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 chantable
actuvutles :
(b) of the other charity referred toin paragraph (a), if itcan reasonably be consrdered
that, by accepting the gift, it acted in concert with the regrstered charity to whrch
. paragraph (a) applies; and
(c) of a registered charity, if a false statement, within the meanmg assngned by
subsection 163. 2(1) was made in circumstances amounting to culpable conduct,
within the meaning assigned by that subsection, in the furnishing of rnformatlon for
the purpose of obtaining registration of the charity.

‘ Sectlon 168: Notnce of intention to revoke registratron ’

168(1) Where a reg!stered charity or a reglstered Canadian amateur athletlc

association

{(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,

(c) fails to file an information retum as and when required under thls Act ora
regulatlon .

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

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

(f) in the case of a registered Canadian amateur athletic association, accepts a gift or
“'donation the granting of which was expressly or impliedly. conditional on the
association making a-gift or donation to another person, club, socrety or association,_

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

Canadian amateur athletic association that the Minister proposes to revoke its

' " registration.

168(2) Revocation of Reglstraﬁon :

Where the Minister gives notice under subsection (1) to a regrstered chanty ortoa

registered Canadian amateur athletic association,

(a) if the charity or association has applied to the Minister in writing for the revocation of
its registration, the Minister shall, forthwith after the mailing of the notice, publish a
copy of the notice in the Canada Gazefte, 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 pericd 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 tirie 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,

and on that publication of a copy of the nohce the registration of the charity or

association is revoked



168(4) Objectron to proposal or designation ’

A person that is or was registered as a registered charity oris 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 80 -
days after the day on which the notice was mailed, serve on the Minister a written *
notice of objection in the manner authorized by the Minister, setting out the reasons for.
the objection and all the relevant facts, and the provisions of subsections 165(1), (1.1)
and (3) to (7) and sections 166, 166.1 and 166.2 apply, with any modifications that the
crrcumstances require, as if the notice were a notice of assessment made under section
152.

Section 172: Appeal from refusal to reglster, revocation of regrstratlon, etc. i

172(3) Appeal from refusal to register, revocatlon of registratlon, etc.

Where the Minister

(a) refuses to register an apphcant for reglstratlon asa Canadran amateur athletlc
association,

(a.1) conftrms a proposal, decision or desrgnatlon in respect of whnch anoticewas .
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 subsectlon 168(4) in respect of that proposal, decrswn or '
designation,

(b) r¢=|_~fuses to-accept for regrstrahon for the purposes of this Act any retrrement savings
plan;

(c) refuses to accept for regrstra’aon for the purposes of this Act any proﬁt shanng plan
or revokes the registration of such a plan,

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

(e) re':fuses to accept for registration for the purposes of this Act an education savings
plan :

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

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

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

(g) refuses to accept for registration for the purposes of this Act any retirement i income
fund, the applicant or the organization, foundation, association or registered charrty
as the case miay be, in a case described in paragraph (a) or (a.1), the applicant in a
case described in paragraph (b), (d), () or (g), a trustee under the p|an oran
employer of employees who are beneficiaries under the plan, in a case described in

- paragraph (c), the promoter in a case described in paragraph (e.1), or the

. administrator of the plan or an employer who participates in the plan, in a case

" described in paragraph (f) 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:&ppeal to the Federal Court of Appeal pursuant to subsectlon 172(3) may be

Jinstituted by filing a notice of appeal inlthe Court within 30 days from - - g

(a) the 'day on which the Minister notifies a person under subsection 165(3) of the -

.- Minister’s action in respect of a notice of objection filed under subsection 168(4)

. (b) the mailing of notice to a registered Canadian amateur athletlc assoclatlon under .
. subsection 168(1);.

(c) the mailing of notice to the administrator of the registered pens:on plan under g
subsection-147.1(11),

(c.1) the sending of a notice to a promoter of a negxstered ed ucatzon savings plan under
. subsection 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 pian was malled or otherwise commumcated
in writing, by the Minister to any person, '

as the case may be, or within such further time as the Court of Appeal or a judge

thereof may, either before or after the expiration of those 30 days, fix or aIlow

Section 188: Revocation tax

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

If on‘a. parhcular day the Minister issues a notice of intention to revoke the reglstratlon

ofa taxpayer as a registered charity under any of subsections 149.1(2) to (4.1) and

168(1) or it is determined, under subsection 7(1) of the Charities Registration (Security

Informatlon) 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 mcluded thatday is
deemed to end at the end of that day; '

(b) a new taxation year of the charity is deemed to begin immediately after that day. and

(c) for the purpose of determining the charity’s fiscal period after.that day, the chanty is
deemed not to have established a fiscal period before that day <

188(1 1) Revocahon tax ' »
. A charity referred to in subsection (1) is liable to a tax for'its taxation year that is
. deemed to have ended, equal to the amount determined by the formula

A-B.

where ‘

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

(a) the fair market value of a property of the charity at the end of that taxa’aon year,

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

(d) the income of the charity for.its winding-up penod including gifts received by the
charlty 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 wrndrng—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 expendlture made by the charity during the winding-up period on charitable

activities carried on by it, or

(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 toin 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
consrderatlon given by the person for the: transfer. :

-

188(1.2) Windmg-up period
In this Part, the winding-up period of a charity is the period, that begms rmmediate!y
after the day on which the Minister issues a notice of intention to revoke the registration
of a taxpayer as a registered charity under any of subsections 149.1(2) to (4.1) and.
168(1) (or, if earlier, immeédiately after the day on which 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
b\asrs of rnformatron and evidence-available), and that ends on the day that is the latest
o
(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 return,
(b) the day on which the Minister last issues a notice of assessment of tax payable
under subsection (1.1) for that taxation year by the charity, and
(c) if the charity has filed a.notice of objection or appeal in respect of that assessrent,
the day on which the Minister may take a collectnon action under section 225 1in
respect of that tax payable.

188(1.3) Ehgrbte donee

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

(a) of which more than 50% of the members of the board of directors or trustees of the .
registered charity deal at arm’s length with each mernber of the board of drrectors or
trustees of the particular charity; :

(b) that is not the subject of a suspension under subsectlon 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); and

(e) that.is not the subject of a-certificate under subsection 5(1) of the Charities .
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 habrhty — revocation tax '

A person who, after the time that is 120 days before the end of the taxation year of a
charity that is deemed by subsection (1) to have ended, receives property from the .~
charity, is jointly.and severally, or soquanly, 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
'consrderatron given by the person in respect of the property

188(2 1) Non-applrcation of revocation tax :
Subsections (1) and (1.1) do not apply to a charity in respect ofa notlce of mtentron to
revoke given-under any of subsections 149.1(2) to (4.1) and 168(1) if the Mrnrster
abandons the intention-and so notifies the charity or if . '
(a).within the one-year period that begins.inimediately after the taxatron year of the ‘
- "charity otherwise deemed by subsection (1) to have ended, the Minister has -
registered the charity as a charitable organization, pnvate foundation or public
. foundation; and
(b) the charity has, before the time that the Minister has so regrstered the chanty
(i) paid all amounts, each of which is an amount for which the chanty is liable under
_ this Act (other than subsection (1.1)) or the Excise Tax Act in respect of taxes '
penaltles and interest, and
(ii) filed all information returns required by or under this Act to be filed on or before that
time. g

188(3) Transfer of property tax : -
Where, as a result of a transaction or series of transactions, property owned by a _
registered charity that is a charitable foundation and having a net value greater than
50% of the net asset amount of the charitable foundation immediately before the
transaction or ‘series of transactions, as'the case may be, is transferred. before the end
of a taxation year, directly or mdrrectly, to one or more charitable organizations and it

. may reasonably be considered that the main purpose of the transfer is to effect a -
reduction in the disbursement quota of the foundation, the foundation shall pay a tax
under this Part for the year equal to the amount by which 25% of the net value of that
property determined as of the day of its transfer exceeds the total of all amounts each
" of which is its tax payable under this subsection for a preceding taxation year in reSpect
of the transaction or series of transactions.

188(3.1) Non-applrcatron of subsection (3) ’
Subsection (3) does not apply to a transfer that is a gift to which'subsection 188 1(11)
applies.



188(4) Idem

Where property has been transferred to a charitable orgamzatron 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 foundatlon by that subsection in an amount
not exceeding the net value of the property.

188(5) Definitions

In this section,

“net asset amount” ’

“net asset amount” of a charitable foundataon at any trme means the amount
determmed by the formula :

" A-B
where

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

B is the total of all amounts each of which is the amount of a debt owmg by or any other

obligation of the foundation at that time; i

“net value”

“net valie” of properly owned by a charitable foundation, as of the day of its transfer
means the amount determined by the formula. )

A-B
where

Als the fair market value of the property on that day, and
Bi |s the amount of any consideration grven to the foundation for the transfer.

Section 189 .

189(6) Taxpayer to file return and pay tax

Every taxpayer who is liable to pay tax under this Part (except a chanty 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 | 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

- ..theyear,and

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

Part for the year. - . '

-~



189(6 1) Revoked charity to file retums '
Every taxpayer who is liable to pay tax under subsectlon 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, . I
(a) file- with the Minister . ' ‘ '
() aretum for the taxation year, in prescnbed form and contalnmg prescnbed
information, and
(u) both an information return and a pubhc 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 under subsection 188(1.1) for the taxation year; and
(c) pay to the Receiver Geneéral the amount of tax payable by the taxpayer under o
subsectlon 188(1.1) for the taxation year. :

189 (6 2) Reduction of revocation tax liability ‘
- If thie Minister has, during the one-year period beginning immedlately aﬁer the end ofa’
- taxation year of a person, assessed the person in respect of the person’s Irabrhty for tax
under subsectron 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 hablhty is, at any-
particular time, reduced by the total of
. (a) the amount, if any, by which
. (i) the total of all amounts, each of which is an expendlture 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 beglns
immediately after a notice of the latest such assessment was mailed and ends at
, the end of the one-year period ,
exceeds '

(i) the income of the charity for the post-assessment period, including gifts received
by the charity in that period from any source and any income that would be -
computed under section 3 if that penod were a taxation year, and *

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



189(6 3) Reductton of llabllaty 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 eligibie 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 gwen by the person for the transfer, and

(b) the part of the amount in respect of the transfer that has resulted i ina reduction of an
amount otherwise payable under subsectnon 188(1:1). :

189 (7) Minister may assess :
Without limiting the authority of the Minister to revoke the regtstratlon ofa reglstered
chanty the Minister may also at any time assess a taxpayer in respect of any amount
that a taxpayer is Iuable to pay under this Part.
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REGISTERED MAIL
New Flame Deliverance Ministries
130 Industry Street, Unit #5
Toronto ON M6M 5G3

BN: 84586 8751 RR0001
File #:0950683

Attention: Ms. Monica Lewars

Subject: Notice of Intention to Revoke
New Flame Deliverance Ministries

Dear Ms. Lewars:

| am writing further to our letter dated January 18, 2012 (copy enclosed), in
which you were invited to submit representations as to why the registration of New
Flame Deliverance Ministries (the Organization) should not be revoked in accordance
with subsection 168(1) of the Income Tax Act.

We have now reviewed and considered your written response of
March 1, 2012 (copy enclosed). However, notwithstanding your reply, our concerns
with respect to the Organization issuing official donation receipts that are not in
accordance with the Act, failure to maintain adequate books and records, and not filing
an accurate information return have not been alleviated. The basis for our concerns is
explained below.

1. Issuing Tax Receipts Not In Accordance with the Act

The Organization reported revenues of $241,692 in 2009 and $44,279 in 2010.
Based on the information reviewed during the audit, the Organization issued official
donation receipts for $222,287 in 2009 and $207,931 in 2010 while bank deposits
were $23,815.92 and $40,618.12, respectively. Of note was that the Organization had
only provided donation receipts totalling $45,753 for 2010 with the balance being
obtained from the tax returns of individuals.

During the meeting of December 21, 2011, the President of the Organization
admitted to signing and issuing donation receipts for monies which were not received.
She also confirmed that she received $12,000 from her accountant as a payment for
the purchase of donation receipts.

C dl*l Place de Ville, Tower A
allad 320 Queen Street, 13th FloorR3soE @
Ottawa ON K1A OL5
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In addition, the official donation receipts did not contain all the information
specified in Regulation 3501 of the Act. They did not have a serial number, the name
of the Canada Revenue Agency (CRA), or the statement that it was an official receipt
for income tax purposes.

The Organization’s response acknowledges the deficiencies of their official
donation receipts with respect to the requirements of Regulation 3501 of the Act and
openly admits to issuing false donation receipts for the payment of $12,000.

The fact that the Organization issued donation receipts for gifts that were not
received, the CRA is of the position that this particular issue by itself is sufficient basis
for the revocation of the Organization'’s registered status.

2. Failure to Maintain Adequate Books and Records

The Organization did not maintain adequate books and records. This included,
but was not limited to, the lack of supporting documentation to substantiate
expenditures, general ledgers that could not be reconciled to the T3010, and all copies
of official donation receipts not maintained by the Organization. In addition, the auditor
noted that the information on many donation receipts was altered. One donor’s
information was scratched out to replace it by another donor's name.

The Organization’s response states that it has maintained its books and records
in the same manner for 24 years and was not aware of any problems until it started
issuing donation receipts. The Organization realized the deficiency was their fault only
after attending a seminar in November where the requirements of subsection 230(2) of
the Act were passed on to the attendees.

The Organization denies that the supporting documentation provided during the
audit did not substantiate all the expenditures claimed. These expenditures included
rent. The Organization states that it never received receipts from their landlord for the
rent paid. The Organization also states that there was no alteration of information on
donation receipts. The original donor information was traced over to make it legible
. after there was an ink issue with a printer. According to the Organization, all donation
receipts for 2010 kept by the Organization were provided to the auditor including
copies prepared by their accountant.

The Organization admits that it under-reported the amount for which it issued
official donation receipts in 2010 without providing an explanation. In addition, the
Organization states it cannot confirm if there were other donation receipts issued that
are not accounted for as there were no serial numbers on a particular set of donation
receipts issued. These donation receipts were prepared based on information provided
by the accountant and signed by Monica Lewars.

A registered charity must keep adequate books and records at a Canadian
address it has on file with us, so that we can verify official donation receipts issued, as



-3-

well as its revenue and expenditures. A charity must also keep source documents that
support the information in the records and books of account.

While the Organization disagrees with the auditor’s reconciliation of the
expenditures for 2010, no further source documentation was provided with the
response. In addition, the Organization admits it did possess donation receipts it
issued that were not reported on the 2010 Information Return. These particular
donation receipts did not meet the requirements of Regulation 3501 of the Act and
were based solely upon information provided by the accountant.

Based upon the above, it is evident the Organization did not maintain adequ'ate
books and records with respect to its revenue and expenditures.

3. Failure to File an Accurate Information Return

The Organization failed to report $117,899 in édditional official donation
receipts it had issued in 2010. The expenditures claimed could not be supported by
adequate supporting documentation.

The Organization’s response acknowledges the information returns contained
errors and omissions but only with respect to the donations received. The additional
donation receipts were signed by the President, but prepared with information from
their accountant. As noted previously, the Organization denies the audit finding that
supporting documentation provided dunng the audit did not substantiate the
expenditures clalmed

Conclusion:

The Canada Revenue Agency’s (CRA) audit has revealed that New Flame
Deliverance Ministries (the Organization) is not complying with the requirements set
out in the Income Tax Act (the Act). In particular, it was found that the Organization
issued official donation receipts not in accordance with the Act, failed to maintain
adequate books and records, and failed to file an accurate information return.

The Organization reported revenues of $241,692 in 2009 and $44,279 in 2010.
An analysis of the Organization’s bank accounts revealed deposits of $23,815.92 in
2009 and $40,618.12 in 2010 while the Organization had issued official donation
receipts for $222,287 and $207,931, respectively. As previously noted, the
Organization had only provided donation receipts totalling $45,753 for 2010 with the
balance being obtained from the tax returns of individuals. When questioned about
the discrepancy between the deposits and the tax-receipted amounts, the
Organization’s President admitted to signing and issuing donation receipts for monies
which were not received. The President also confirmed she received $12,000 from the
Organization’s accountant as payment for the purchase of donation receipts.
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For all of these reasons, and for each reason alone, it is the position of the CRA
that the Organization no longer meets the requirements necessary for charitable
registration and should be revoked in the manner described in section 168(1) of the
Act.

Consequently, for each of the reasons mentioned in our letter dated
January 18, 2012, | wish to advise you that, pursuant to subsection 168(1) of the Act, |
propose to revoke the registration of the Organization. By virtue of subsection 168(2)
of the Act, revocation will be effective on the date of publication of the following notice
in the Canada Gazette:

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

Business Number Name
84586 8751RR0001 New Flame Deliverance Ministries
Toronto ON

Should you wish to object to this notice of intention to revoke the Organization's
registration in accordance with subsection 168(4) of the Act, a written Notice of
Objection, which includes the reasons for objection and all relevant facts, must be filed
within 90 days from the day this letter was mailed. The Notice of Objection should be
sent to: ‘

Tax and Charities Appeals Directorate
Appeals Branch

Canada Revenue Agency

250 Albert Street

Ottawa ON K1A OL5

A copy of the revocation notice, described above, will be published in the
Canada Gazette after the expiration of 30 days from the date this letter was mailed.
The Organization’s registration will be revoked on the date of publication, unless the
CRA receives an order, within the next 30 days, from the Federal Court of Appeal
issued under paragraph 168(2)(b) of the Act extending that period.

Please note that the Organization must obtain a stay to suspend the revocation
process, notwithstanding the fact that it may have filed a Notice of Objection.



Consequences of Revocation

As of the effective date of revocation:

a)

b)

the Organization will no longer be exempt from Part | Tax as a registered
charity and will no longer be permitted to issue official donation
receipts. This means that gifts made to the Organization would not be
allowable as tax credits to individual donors or as allowable deductions to
corporate donors under subsection 118.1(3), or paragraph 110.1(1)(a), of
the Act, respectively;

by virtue of section 188 of the Act, the Organization will be required to pay
a tax within one year from the date of the Notice of Intention to Revoke.
This revocation tax is calculated on prescribed form T-2046 Tax Refurn
Where Registration of a Charity is Revoked (the Return). The Return must
be filed, and the tax paid, on or before the day that is one year from the
date of the Notice of Intention to Revoke. A copy of the relevant provisions
of the Act concerning revocation of registration, the tax applicable to
revoked charities, and appeals against revocation, can be found in
Appendix “A” attached. Form T-2046, and the related Guide RC-4424,
Completing the Tax Returm Where Registration of a Charity is Revoked,
are available on our website at www.cra-arc.gc.ca/charities;

the Organization will no longer qualify as a charity for purposes of
subsection 123(1) of the Excise Tax Act (ETA). As a result, the
Organization may be subject to obligations and entitements under the ETA
that apply to organizations other than charities. If you have any questions
about your GST/HST obligations and entitlements, please call GST/HST
Rulings at 1-800-959-8287 (rest of Canada).

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

or demand.

sincerely,

athy Hawara
Director General
Charities Directorate



Attachments:
- CRA letter dated January 18, 2012
- Representation dated March 1, 2012
-Appendix “A”, Relevant provisions of the Act

c.c.. Jennifer Klotz, B.A. (Hons.) J.D. and Sidney Klotz B.A. LL.B..
1177 Weston Road
Toronto ON M6M 4P5



