Canada Revenue  Agence du révenu
Agency du Canada

- REGISTERED MAIL
Trinity Divine Outreach Ministries .
605 Chartwell Court i . L
Pickering ON L1V 451 : ., NOV 3.0 2812

. Attention: Mrs. Yvonne Drakes ) :
. ' BN: 86437 4558RR00001
o0 ' : o File # 3036459

. Subject; - .Notice of Intention to Revoke -
B Trinity Divine Qutreach Ministries
Dear Ma_ciami . '

- Lam writing further fo our letter dated March 23, 2012 (copy enclosed), in which
you were invited to submit representations as fo why the registration of Trinity Divine _
Outreach Ministries (the Organization) should not be revoked in accordance with
subsection 168(1) of the Income Tax Act.- ) o

As of this date, we still have not received any respbnse to our letier.
Conclusion: -

The Canada Revenue Agency's (CRA) audit has revealed that the Organization

- has not complied with the requirements of the Income Tax Act through its participation
in a donation arrangement promoted by Innovative Gifting Inc. As a direct résulf, the
Organization issued 40 donation receipts for a total exceeding $1.1 million for.shares,
purportedly traded on the Frankfurt Stock Exchange. It is the view of the CRA that the
shares for which the tax receipts were issued did not legally qualify as gifts; that the
Organization-failed to demonstrate that it had actually received the tax-receipted
shares; and that the Organization failed to report the fair market value of the shares
purportedly gifted. ) : :

It is our position that the Organization is not complying with the requirements set
out in the Jncome Tax Act. In particular, it was found the Organization issued receipts
for transactions that do not qualify as gifts; issued teceipts-otherwise thar in '
accordance with the Act and its Regulations; failed to maintain adequate books and
records; and failed to file an a¢curate and timely Registered Charity Information Retum.
For all of these reasons, and for each reason alone, it is the position of the CRA that
the Organization no longer meets the requirements necessary for charitable registration
‘and should be revoked in the manner described in subsection 168(1) of the Act.
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" Conseguently, for each of the reasons mentioned in our letter dated
March 23, 2012, | wish to advise you that, pursuantto 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 publlcatxon of the followmg notice in
the Canada Gazette

Notfce IS hereby given, pursuant lo paragraphs 168( 1)(0) 168(1)(d) ¢ and

168(1)(e) of the Income Tax Act, that f propose lo revoke the regrstrat:on
of the organization lisled below and that the revocatfon of registration is

effective on the date of publication of this notice. .

Business Number - Name

84374556RR0001 Trinity Divirie Outreach Ministries,
: Scarborough oON .

Should you wish to object to this notice of Intent!on to revoke the Orgamzation ]
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 masled The Ndtice of Objecnon should be
sentto: - :

Tax and Charities Appeals Dlrectorate
Appeals Branch

Canada Revenue Agency

250 Albert Street -

Ottawa ON K1A OLS

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

Pleasé noté that the Organization must obfain a stay fo suspend the revocation
process, not\mthstanding the fact that it may have filed a Notice of Objection.

COnseguenbes of Revocaﬁon
" As of the effective date of revocatjon:

a) the Organization will no longer be exempt from Part | Tax as a'registered
“charity and will no longer be permitted to issue official donation
receipts. This means that gifts made to the Organization would not be
allowable as tax credits to individual donors or as allowable deductions to
corporate donors under subsection 118.1(3), or paragraph 110.1(1)}a), of
the Act, respectively;
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b) by virtue of section 188 of the Act, the Organization will be required 1o 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 Return 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 Retumn
Where Registration of a Charity is Revoked, are avaliable on our website at
www.Cra-arc.gc.ca/charities;

c) the Orgamzatlon will no Ionger quallfy 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 entitiements under the ETA that apply to
- organizations other than charities. If you have any questions about your
* GST/HST obligations and entitlements, p!ease call GST/HST. Rullngs at
1-800-859-8287.

- Finally, | wish to advise that subsection 150(1) of the Ad 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 préscribed

information, for each taxation year. The Return of Income must be filed without nohce .
or demand. :

"

Chatjties Directorate

Attachments:
- CRA letter dated March 23, 2012
- Appendix “A”
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REGISTERED MAIL
Trinity Devine Outreach Ministries
" 40 Nugget Avenue, Unit # 12
. Scarborough, Ontario. M1S 3A7 X ,
- ) ’ BN:864374558RR0001
Attention: Mrs Yvonne Drakes ' .  File #:3036459

March 23,2012

‘ Subject:  Audit of Trinity Devine Outreach Ministries
Dea Madam: - ‘

. -This letter is furtherto the audit of the books and records of Trinity Devirie
. Outreach Ministries (the Organization) by the Canada Revenue Agency (the CRA). The
audit related to the operations of the regsstered chanty for the period from January 1
2008 to December 31, 2010

. The results of this. audit indicate that the Organization appears to be in non-
compliance of certain provisions of the income Tax Act (the Act) or its Regulations. The
CRA has identified specific areas of non-compl:ance with the provlsnons of the Actor its

Regulations in the following areas: .

AREAS OF NON-COMPLIANCE:
_. | Issue - ' ' Reference
1. | Failure to Maintain Adequate Books and Records | 149.1(2), 168(1)(e),
: - ' ' 230(2)

2, | Failure to Issue Receipts in Accordance with the Act Reg 3501
3. | Failure to Accept Valid Gifts in Accordance with the Act | 118.1
14 | Failingto complete and file an accurate Information 149.1(2), 168(1)(c)

Return

The purpose of this letter-is {o describe the areas of non-compliance identified
by the CRA during the course of our audit as they relate to the legislative provisions
applicable to registered charities and to provide the Organization with the opportunity to
address our concemns. In order for a registered charity to retain its registration; it is
required to comply with the provisions of the Act and Common Law applicable to *



registered charities. If these provisions are not complied with, the Minister of National
Revenue (the Minister) may revoke the Organization’s registration in the manner
. prescribed in section 168 of the Act.

The balance of this letter describes the areas of non-compliance in further detail
Identified Areas of Non-Couigliance:

1. Failure to Maihtain Adeqdate Books and Recdnds

- The Act, per subsect:on 230(2); requ:res that every regxstered charity sha!l keep
records and books of account at an address in Canada recorded with the Minister or
descgnated by the Minister contamlng .

- lnformataon in such forim as will enable the Minister to determine whether
thére are any grounds for the revocation of its registration under the Act;

-. Aduplicate of each receipt contammg prescnbed information fora donatlon
received by it and

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

In addition, subsection 230(4) also states every person requtred by this sectlon
to keep books of account shall retain:

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

b) All other recards and books of accoum 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 taxatlon year to which
the records and books relate”.

The audit lndtcated the books and records kept by the Organization were -
inadequate for the purposes of the Act. in the course of the audit, the followmg
deficiencies were noted:

-~



Audit Findings; '

- the organization d;d not mainfain a general !edger or balance sheet
and

- we were unable to reconc;le the cash recelpts journal to the Annual
Information Return (T3010), as the cash receipts journal only reported .
the revenues and expenditures which were processed through the
bank acoount, and

- we were unable to reconcile the organization's revenues and
expendltutes as approximately 40% - 60% of their activities in 2009
and 2010 were cash transactions, which did not flow through their
bank accounts and were unsupported and

" - the orgamzatlon was missing invoices and supportwe documents for
* the reported revenues and expendltures and

- thereé were no documents of reports in support of the orgamzatlon S
foreign actlvntres. and

- the organization did not provide the auditor wnth copies of the 2009
and 2010 donation recenpts and .

- the orgamzatton was missing 24 of the 39 stock certiﬁcates received.
from donors under the Innovatlve Guftmg Inc, (untegistered tax shelter
gifting program)

2. Failure to Issue Recelpts in Accordance with the Act

The official donation receipts issued by the Organization did not comply \ with the
requirements of Regulation 3501 of the Act and IT-110R3 entitled, “Gifts and Official
Donation Receipts® as follows: .



Audit Findings:

- donation receipts did not contain the Canada Revenue Agency
website address. www.cra-arc. gc. calcharmes and

- no appratsals were obtained or due dllugenoe preformed by the

- organization regardln% the issuance of the donation receipts under
the innovative Gitting Inc., program., and

- -= some of the stock certificates received by the organization under IGi
" program were previously assigned to*

. CESSSS, =1 were nCt properly

©  re-assigned,and oo .

- donation receipts for some of the stock certificates were issued prior
. to the re-assignment date.. All the donation receipts were dated
December 31, 2008, and some of the Letters of Authorization to
re-assign the stock certificates to the organization were not dated
© till March and April 2009 and

- there was no logging system in plaoe to verify the donatlon receipts
1ssued in 2008, 2009 and 2010, and

- the orgamzatlon failed to provide the audltor with copies of the 2009
and 2010 donation receipts, and

- donatzon receipts were issued directly to donors for grocenes and
payment of the organization’s operating expenses, and

- the auditor was unablé to verify that the organiz'a.tion" did receive all
the actual donations for which the donation receipt were issued

~ 3. Fallure to Accept Valid Gifts in Accordance with the Act

Audit Findings:

In 2008, the orgamzat:on became involved in an unregustered tax shelter arrangement
with Innovative Gifting Inc. (IGI). During this period they issued 40 donation receipts for
$1,161,876 for 659,933 shares of RCT Global Network Inc., listed on Frankfort Stock
Exchange.



The orgamzatuon also received $10,000 from Innovative Glftnng Inc., and repaid the
- promoter $ 8,007 for fundra:smg fees.

It is our position that thie cash and share donations receivid by the organization from
participants are naot valid gifts under section 118.1 of the Act.'We offer the following
explanations to support our position.-

a) - No Ammus Donadi -

Atlaw, a giftis a voluntary transfer of property without consideration. In most -
cases, a gift is a voluntary transfer of property without.valuable consideration to the
donor. An essential element of a gift is that there-be an intent to give. It must be clear

‘that the donor intends to enrich the donee, by giving away property, and to grow poorer
-as a result of making the gift. It is our view, based on the transactions described above
that the primary motivation of the participant was not to enrich the participating

- charities, but through a series of transactions and a minlmal monetary investment, to
make a profit through the tax credits so obtained.

- In support of this posituon. the promotion matenals state that a pamcxpant will
receive shares trading on the Frankfurt Stock Exchange equivalent to six to eight times
"the cash contributed by the participant. Minimal investment is required on the cL

participant. Participants received shares of RCT Global Networks In¢. and transferred
owneérship of the shares to the Organization. Minimal information is provided to the
_prospective participants as to how their cash and share "donations” will benefit the
participating charities, or to the activities of the charities they are supporting. ,
Transactions are pre-arranged and handled entirely by promoters or other pre-arranged
- third parties. Participants in‘these arrangements are merely expected to put forward a
‘minimal investment to receive generous tax receipts in retum. -

As such, itis our position that there is no intention to make a “glft” within the
meaning assigned at 118.1 of the Act. Participants in this donation arrangement are
primarily motivated by the artificial manipulation of the tax incentives available rather
than a desire to enrich the participating charity. In our view, these transactions, given

the combination of the tax credits and other benefits received, lack the requisnte animus
.o‘onandx to be considered gifts.

b) Transfers not glfts Beneﬁt Recewed & Application of Proposed
Legislation

Additionally, we are of the opinion that the transactions themselves Iack the
" necessary elements to be considered gifts at law. The participants received some form
.of consideration or benefit that is linked to their cash donation(s). It is clear, based upon



our audit and the promotional materials of IG| that there was a clear expectation of
return with respect to the cash donation made. Participants received the benefit of
becoming owners_of shares without cost. The participant's entitlement to receiving the
shares was clearly linked to and propomonate to the amount of cash “donated“

In our view, the shares transferred to the Organization were. not gifts in the
sense understood at law and the Organization was not entitled to issue official donation
receipts for the amounts that it received. It is clear from our audit and the promotional - .
materials of IGI, which the Organization engaged as fundraisers that the Organization
knew, or ought to have known, that there was a clear link between the cash contribution

" and the shares participants purportedly would receive. The Organization knew, or ought
‘ to have known, that it was not entitled to issue donation reoelpt for these transactlons

Even wuthout reference to the common law definition of a grft itis clear that
proposed section 248(32) of the Act applies to these transactions as well. While this’
legislation is still proposed, once passed into law, it applies to all transactions covered
- by the audit period under review. While the 1G] promo’aonal materials state that the only
advantage a participant receives by participating in the donation arrangement is the tax
benefit, we disagree. In our view, the shares received from the purported Swiss .
philanthropist are an advantage which is in consideration for the.gift' or is-otherwise
related to the gift. The Organization was therefore requued by the Act to reduce the
value reflected on the receipt by that of the advantage. There is no indication
whatsoever that the Organization took these provisions into account when issuing
receipts on behalf of the donation arrangement.

It is our view, as expressed above, that the cash contribution requued ofall
participants in the donation arrangement is a payment made to acquire the property. As
such, the FMV of the subsequent gift of that property is deemed, by virtue of proposed
subsection 248(35), to be no more then the amount of the initial cash contribution.

. Conisequently the amount that the Organization was required under the Income Tax Act
to record on its official donation receipts as the deemed FMV of the g:ﬂ is signifi cantly
lower than what was actually recorded.

A_dditionally, it appears that the Organization participated in an arrangement
designed to avoid the application of proposed-subsection 248(35). We would note that
proposed subsection 248(38) states that where it can be reasonably concluded that the
partocular gift relates to a transaction or series of transactions one of the main purposes
. of which is to avoid the application of stibsection 248(35) the eligible amount of the

- property so gifted is nil. As such, it is our view that even if the property received by the
Organization is a “gift", which, as descfibed above, given the motivation of the
participants, is unlikely, the property so received by was not eligible for tax receipts
reflecting a value greater than zero. .

' See proposed sub-paragraph 248(32)(a)()
.. 2 See proposed sub-paragraph 248(32){a) (i)



4. Failing to File an Accurate and Timely 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 period (taxation year), wnthout notice or
demand, file a T3010 with the applwab!e schedules

It is the responsibility of the- Onganlzatmn 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 requirement to file a T3010 if it fails to exercise due
care with respect to ensuring the accuracy thereof.

Audit Findings:

- the organization feceived it reglstered charity statue on July 28, 2007,
“and has failed to file an Annual Information Return (T3010) on time.
(Delays_have ranged from 28 —to 124 days. ). and

- the organization has failed to file accuraté Income Statement and’

- . Balance Shest information with their Annual Information Retums »
and

- we were unable fo reconcile the reported information on the T3010
returns as the organization failed to keep proper books and reoords in
accordance subsection 230(2), of the Income Tax Act -

Under paragraph 168(1)(c) of the Act, the Minlster may. by registered mail, give
. notice to the charity that the Minister proposes to revoke its registration because the -

charity fails to file a Registered Charity Information Return as and when required under . -

- the Act or a' Regulation. For this reason, it appears to us that there may be grounds for
revocation of the charitable status of Trinity Devine Outreach Minitries.

. The Organization’s Options:

a) No R%ponse

You may choose not to respond. In that case, the Durector General of the
Charities Directorate ray issue a Notice of Intention to Revoke the

:Aegsstratlon of the Charity in the manner descnbed In subsection 168(1) of the
ct.



b) Response

Should you choose to respond, please provide your written representalions
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 on the appropriate course of action, which may include
the issuance of a Notice of intention to Revoke the registration of the
Organization in the manner described in subsection 168(1) of the Act.

If you appoint a third party to represent you in this matter, please send us a
written authorization naming the |nd|\.r|dua| and explicitly authorizing us to discuss your
file with that individual.

: if you require fuﬁher information, clarification, or ass:stance | may be reached at
(519) 896—3549 or by facsimile at (519) 585-2803.

Sincerely, '

Charities Auditor

Canada Revenue Agency
166 Frederick Street
Kitchener, Ontario N2G 4N1



ITR APPENDIX "A"

- Section.149.1: [Charities]

149.1(2) Revocation of registration of charitable organization

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

charitable organization for any reason described in subsection 1 68(1) or where the

organization

(a) carries on a business that is not a related business of that chanty, 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 publlc foundation

The Minister may, in the mannér described i section 168, revoke the regustratlon ofa

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

foundation ’ . ’

(a) caries ona business that is nota reiated business 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 Ieast
equal to the foundation's disbursement quota for that year;

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

(d) since June 1, 1950, incurred-debts, other than debts for current Operating
expenses, debts incurred in cohnection with the purchase and sale of investments
and debts incurred in the course of administering chianitable- activities; or

_(e) atany time within the 24 month period preceding the.day on which notice is given to
the foundation by the minister pursuant to subsaction 168‘1) and at a time when the
foundatcori was a private foundation, took any action or failed to expend amounts
- such that the Minister was entitled, pursuant to subsection (4), to revoke its
registration as a private foundatuon :

149. 1(4) Revocation of reglstrahon of pnvate foundation

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

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

foundation .

(a) carries on any business;

(b) fails to expend in any taxation year, on charitable activities carrled on by itandby
way of gifts made by it to qualifi ied donees, amounts the total of which is at least
equal to the foundation’s disbursement quoia for that year; ' ‘

" (c) since June 1, 1950, acquired controf of any corporation; or ‘

(d) since June 1, 1950, incurred debts, other than debts for current operatmg
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 chantable
activities;
(b) of the other charity referred to in paragraph (a), if it can reasonab!y be consudered
that, by accepting the gift, it acted in concert with the regxstered charity to whxch
- paragraph (a) applies; and
(c) of a registered charity, if a false statement within the meamng assigned by
subsection 163. 2(1) was made in circumstances amounting to culpable conduct,
within the meaning assigned by that subsection, in the fumishing of mformatzon for
the purpose of obtaining registration of the chanty .

Section 168: Notice of intention to revoke registration
" 168(1) Where a reglstered chamy or a registered Canadlan amateur athjetic
association

(2) applies to the Minister in writing for revacation of its reglstratnon.

1b) ceases to comply with the requirements of this Act for its registration as such

(c) fails to file an information retutn as @nd when required under this Actora .-
regulation

(d) issues a receipt for a gift or dona'aon othemse than in aocordance with this Act and
the regulations or that contains false informafion, -

(e) fails to comply with or contravenes ary of sections 230 to 231 5 or ,

(f) in the case of a registered Canadian amateur athletic association, accepts a gift or
donation the graritifig of which was expressly or impliedly conditional onthe
association making a gift or"donation to another person, club, society or dssociation,

the Miriister may, by registered rail, give notice to the registered charity or registered

Canadian amateur-athletic aSSocratton that the anster proposes t revéke its

reglstmlon

168(2) Revocahon of Regastratnon : ’

Where the Minister gives notice under subsection (1) toa tegastered chanty or toa

registered Canadian amateur athletic association,

(a) if the charity or association has appiied to the Minister in writing for the revoc:atron 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 explratlon of 30 days from the day of
mallmg of the notice, or after the explratlon of such extended period from the day of
mailing of the riotice as the Federal Couit of Appeal or a judge of that Court, on -
application made at any time before the determiriation 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 Gazelie,

and on that publlcatu)n of a copy of the notnce the registration of the charity or

assocuation is revoked. )



168(4) Objection to proposal or designatnon '
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 148.1(2) to (4.1), (6.3), (22) and (23) may, on or before the day that is 90
days after the day on which the notice was mailed,.serve on the Minister a written
notice-of objection in the manner authorized by the Minister, setting out the reasons for
the objection and all the relevant facts, and the provisions of subsections 165(1), (1.1)
and (3) to (7) and sections 166, 166.1 and 166.2 apply, with any modifications that the
cxrcumstances require, as if the notice were a notice of assessment made under section
152.

- Section 172: Appeal from refusal to register, revocation of registrahon. etc.

172(3) Appeal from refusal to register. revocation of regisu-ahon, etc.

Where the Minister

(a) refuses to register an app!zcant for reglstratlon asa Canadlan amateur athletic
association,

(a.1) confirms. a proposal, ‘decision or desugnatlon in respect of whxch 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 decisionor
designation,

" (b) réfuses to.accept for registration for the purposes. of this Act any retirement savings .
plan,
(c) refuses to accept for registratlon for the purpgses of this Act any profit shanng plan
or_revokes the registration of such a plan,
(d) refuses to isstie a certificate’ of exemption under subsection 212(14),
: (e) refuses to accept for reglstratxon for the purposes of this Actan edycation savings
plan,
(e 1) sends notice under subsecﬂon 146.1(12, 1) to a promoter that the Minister
. proposes to revoke the registration of an education savmgs plan, -
(f) refuses to register for the purposes of this Act any pension plari or gives notice
“under subsection 147.1(11) to the administrator of a registered penslon 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 mcome

_ fund, theﬁappllcant or the organization, foundation, association or registered chanty
as the case .may be, in a case described in paragraph (a) or (a.1), thé applicant in a
case described in paragraph (b), (d). (e) or (g), a trustee under the plan oran -
employer of employees who aré 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 pian 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 appeal to the Federal Court of Appeal pursuant to subsection 172(3) may be

instituted by filing a notice of appeal in the Court within 30 days from

(a) the day on which the Minister notifies a person under subsedtion 165(3) of the
Minister's action in respect of a notice of objection filed under subsection 168(4),

(b) the mailing of notice fo a registered Canadian amateur athletic association under
subsection 168(1),

(c) the mailing of notice to the admnmstrator of the registered pension plan under-
. subsection 147.1(11),

(c 1) the sending of a notice to a promoter of a regnsteted educahon savings plan under

* subsection 146.1(12.1), or

(c) the time the decision of the Mmlster to refuse the application for acceptance of the
amendment to the registered pension plan was ma:led or otherwise commumcated
in writing, by the Minister to any person,

as the case may be, or within such further time as lhe Court of Appeal or a ;udge

thereof may, exther before or aftei the exp:ratnon ‘of thase 30 days, fix or allow.

. Section 188; Revocation tax
188(1) Deenied year-end on notice of revocatnon
ifona pamcular day the Minister issues a notice of intention to revoke the registration
. of a taxpayer as'a registered charity unider any of subsections 148.1(2) to (4.1) and
168(1) or it is determined, under subsection 7(1) of the Charities Registratiof (Security
information) ‘Act, thata wrtrﬁmte served in respact of the-charity under subsection 5(1)
of that Act i$ reasonable on the basis of inforination aid evidence available,
. (@) the taxation year of the chanty that would otherwise have included that day is
deemed to end at the end of that day,
(b) a new taxation year of the charity is deenied o begin iminiediately after that day, and
(c) for the purpose of determining the charity's fiscal period after that day, the charity is
deemed not to have established a ﬁscal penod before that day. - )

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

AB

where ’

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

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

(b) the amount of an appropriation (w;thm the meaning assgned by subsection (2) in
respect of a property transferred to another pérsoii 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 penod mcludmg gifts received by the
charity in that period from any source and any income that would be computed
under sect:on 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 beéen made in computing iricome for the winding-up penod under

. paragraph (c) of the descnpnon of A, each of which is

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

(b) an expenditure made by the charity.during the winding-up period on charitable

_ activities carried on by it, or

(c) an amount in respect of a property transferred by the charity during the wmdmg-up
petiod 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) fo 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 groperty, 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 chanty is the penod that begins mmdrately

after the day on which the Minister issues a notice of intention {6 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 Charitie$ Registration (Security Inforriation) Act, that a certificate

served in respect of the charity under subsection 5(1) of that Act is reasonable on the

basis of xnformation and evidence avaliable) and that ends on the day that is.the latest

of

(a) the day. if any. on which the charity files a return under subsectrén 189(8.1) 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) thie day on which the Minister last issues a notice of assessment of tax payabie
urider subsection (1.1) forthat taxation year by the charity, and

(c) ifthe charrty has filed a notice-of objection or appeal in respect of that assessment
the day on"which the Minister may take a collection actron undét section 225.1 i in
respect of that tax pay‘able

188(1.3) Eligible doneéé” ) '

in this Part, an eligible donee in reSpect of a parbcu!ar chanty isa regcstered charity

(a).of which more than 50% of the members of the board of directors or trustees of the
registered charity deal at am's Iength 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 liabilitles 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 certificaté 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 liability — revocation tax ’

A person who, after the time that is 120 days before the end of the taxatron year ofa
charity that is deemed by subsection (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 exceéding
the total of all appropriations, each of which is the amount by which the fair market .
value of such a property at the time it was so received by the person exceeds the
consideration given by the person in respect of the propeity.

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

(a) within the one-year period that begins immediately after the taxatron year of the
charity otherwise deemed by subsection (1)-to have ended, the Minister has

- registered the charity asa charitable orgariization, private foundatron or publlc N
foundation: and -

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

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

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

188(3) Transfer of property tax

Where as a result of a transaction or serigs of transactrons. property ownied bya

regrstered charity that is a charitable foundation and having a net value greater than

50% of the net asset amount of the charitable foundation imniediately before the

transaction or series of transactions, as the case may be, is transferred before the end

of a taxation year, directly or indirectly, to one or more charitable orgamzatrons 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 taxatron year in respect
of the transaction or series of transactions. )

188(3.1) Non-application of subsection (3)
Subsection {3) does not apply 10 a transfer that isa grft to which subsection 188.1(11 )
applies. -



1 88(4) ldem )
Where property has been transferred toa charitable orgamzatron in circumstances
described in subsection (3) and it may reasonably be considered that the organ ization.
acted in concert with a charitable foundation for the purpose of reducing the
disbursement quota of the foundation, the organization is jointly and several!y liable with
the foundation for the tax imposed on the foundation by that subsectton in an amount
‘not exceedmg the net value of the property .

1 88(5) Deﬁmtrons .
In this section, i

“net asset amount” ’ '

“net asset amount® of @ charitable foundatlon at any trme means the amount
determined by the formula . .

A-B
. where
A'is the fair market value at that trme of all the property owned by the foundatlon atthat
* time, and
" Bis the total of all amounts each of which is the amount of a debt owing by or any other
obligation of the foundation at thiat time; :

“net value”

“net value” of property owned by a chantab!e foundation, as of the day of its transfer.
means the amount determined by thé forrnula .

A-B . -
where

Ai is.the fair market value of the properlyon that day. and .
B is the amount of any consideratron given to the fOUndatron for the trénsfer

Section 189
. 189{6) Taxpayer to.file return and pay tax '
. Every taxpayer who.is liable to pay tax under this Part (except a charity that is 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 waere payable by thie taxpayer under Part | for
the year, requrred tofilea return of i tncome or an information retum under Part l for the -
year, ‘
“(a) file with. the Minister a retum for the year in prescribed.form and contalnmg
prescnbed 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 Recelver General the amount of tax payable by the taxpayer under thrs
' Part for the year. )



189(6 1) Revoked chanty tofi Ie returns
. Every taxpayer who is fable to pay tax under subsection 188(1.1): for a taxation year
shall, an or before the day that is one year from the end of the taxation year, and
“without notice or demand,
(a) file with the Minister '
(i) areturn for the taxation year, in prescribed form and containing prescnbed
_ information, and
(i) 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 o 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 General the amount of tax payable by lhe taxpayer under -
subsectnon 188(1 1) for the taxation year. .

189 (6.2) Reductnon of revocatlon tax Ixabimy

if the Minister has, during the one-year period beginning immed‘ately after the end of a
©_taxation year of a person, assessed the person: in respect of the person’s liability for tax
under subsection 188(1.1) for that taxation year, has not after that period reassessed
the tax fiability of the person, and that liabllity exceeds $1,000, that laabn!‘ty is, atany
particular time, reduced by the total of

- .(a) the'amount, if any, by which : '

(1) the total of all amounts, each of whxch is an expenditure made by the chanty on’
charitable activities caried on by it, before the particular time and during the
period (referred to in this subsection as the “post-assessiment period™) that begins
‘immediately after a notice of the latest such assessment was mailed and ends at
the end of the one-year penod :

. exceeds

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

(b} all amounts, each of which is an amount, in respect of a property transferred by the'
charity before the particular time and during the post-assessment period to a person _
that was at the time of thie 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 consrderabon given by the person for the transfer



189(6.3) Reduction of liability for penalties . )

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

penames 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 gwen by the person for the transfer, and :

(b) the part of the amount in respect of the transfer. that has resulted i |n a reductlon of an
amount otherwise payable under subsect:on 188(1.1).

" 189 (7) Minister may assess ' ’
Without limiting the authority of the Minister to revoke the registration of a regxstered
chanty, the Minister may also at any time assess a taxpayer in respect of any amoéunt
that a'taxpayer is liable to pay under this Part. .



