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Subject: Notice of Intention to Revoke
River Valley Lifeline Inc.

oear [

We are writing further to our letter dated September 7, 2017 {copy enclosed, addressed
to Ms. Rowena Simpson, President), in which we invited River Valley Lifeline Inc.

{the Organization) to submit representations as to why its registration should not be
revoked in accordance with subsection 168(1) of the /ncome Tax Act.

As of this date, we still have not received a written response to our letter.

Conclusion

The audit by the Canada Revenue Agency (CRA) has revealed that the Organization is
not complying with the requirements set out in the Income Tax Act. In particular, it was
found that the Organization failed to: carry out its own charitable activities, direct and
control the use of its resources, and devote its resources to a charitable purpose.

Upon further review, we retract the fourth area of non-compliance identified in our
September 7, 2017, letter (Issuing receipts not in accordance with the Act), asit is our
understanding that the sample donation receipt (blank copy) provided by the
Organization was not issued as an official donation receipt. While it remains our position
that the blank copy provided by the Organization was missing required elements, as no
receipts were issued using it as a template, this issue does not inform our decision to
revoke the Organization's registration under subsection 149.1(2) of the Act.

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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Consequently, for each of the reasons mentioned in our letter dated September 7, 2017,
identified above, we wish to advise you that, pursuant to subsection 168(1) and 149.1(2)
of the Act, we 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
subsection 149.1(2) 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
890454796RR0001 River Valley Lifeline Inc.
Plaster Rock NB

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 QL5

A copy of the revocation notice, described above, will be published in the

Canada Gazette after the expiration of 90 days from the date this letter was mailed. The
Organization’s registration will be revoked on the date of publication, unless the

Canada Revenue Agency receives an objection to this notice of intention to revoke
within this timeframe.

A copy of the relevant provisions of the Act concerning revocation of registration,

including appeals from a notice of intent to revoke registration can be found in Appendix
“A”", attached.



Consequences of revocation

As of the effective date of revocation:

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 fo 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 T2048, 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. The relevant provisions of the Act concerning
the tax applicable to revoked charities can also be found in Appendix “A".
Form T2046 and the related Guide RC4424, Completing the Tax Return
Where Registration of a Charity is Revoked, are available on our Web site
at canada.calen/services/taxes/charities;

the Organization will no longer qualify as a charity for purposes of
subsection 123(1) of the Excise Tax Act. As a result, the Organization may
be subject to obligations and entitlements under the Excise Tax Act that
apply to organizations other than charities. If you have any questions ab out
your Goods and Services Tax/Harmonized Sales Tax (GST/HST) obligations
and entitlements, please call GST/HST Ruiings at 1-888-830-7747 (Quebec)
or 1-800-959-8287 (rest of Canada). '
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Finally, we wish to advise that subsection 150(1) of the Income Tax 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 return of income must be filed
without notice or demand.

Yours sincerely,

e

Tony Manconi
Director General
Charities Directorate

Attachments:
- CRA letter dated September 7, 2017
- Appendix “A’, Relevant provisions of the Act

c.c.: Mr. Kenneth Chaiiel
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Ms. Rowena Simpson - BN: 89045 4796 RRO001
President ' ,
River Valley Lifeline Inc. File # ‘ 0847673

38B Riverside Drive
Plaster Rock NB E7G 2P8

September 7, 2017

" Subject - ‘Aiidit-of Riveér Valley Lifeline’inc.” =~

Dear Ms. Simpson:

This letter is further to the audit of the books and records of the River Valley Lifeline Inc.
(the Organization) conducted by the Canada Revenue Agency (CRA). The audit related
to the operations of the Organization for the perlod from November 1 2011 to-

October 31, 2012 -

During the course of our audit, CRA has identified specific areas of non-compliance with
the provisions of the Income Tax Act and/or its Regulations in the following areas.

‘AREAS OF NON-COMPLIANCE
- |lssue - | Reference
1. | Failure to carry out its own charitable act:v:tleleack of | 149.1(1), 148.1(2),
direction and control over the use of the Organization's | 168(1)}b) |
resources !
» Provision of a private benefit |
2. { Failure to devote resources to a charitable purpose 149.1(1), 148.1(2),
' - | 188(1)(b)
3. | Issuing receipts not in accordance with the Act - 1148.1(2),
' ' 168(1)(d), 188.1(7)
‘Reg. 3501

Canad” |
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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 law
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 with the law, failing which the Organization’s |
registered 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. .

General leqal principles

in order to maintain charitable registration under the Act, Canadian law requires that an
e .orgd:‘-lzaﬂon demonstrate thatit is ‘constituted exclusively for:charitable. pLirposes (or
S heobjects). and that it devotes its tesources to: charitable, activities carried on:by the
‘organization itself in furtherance thereof.! To be exclusnvely charitable, a purpose mriust
falt within one or more of the following four categories (aiso known as “heads”).of
charity? and deliver a public benefit:

« relief of poverty (first category);
» advancement of education (second category);
« advancement of religion (third category); or

» certain other purposes beneficial to the community in a way the law regards as
charitabie (fourth category).

1 See subseclion 149.1(1) of the Act, which requires that a charitable organization devote alt of its resources to
-*charitabte activities caried on by the organizalion itself” except to the extent that an activity falls wilhin the specific
exemptions of subsections 149.1(6.1) or (6.2) of the Act relating to political aclivities, and Vancouver Sociely of
Immigrant and Visible Minority Women v MAR, [1999] 1 SCR 10 at paras 155-159 [Vancouver Society). A registered
charity may also devote resources to aclivities that, while not charitable in and of themselves, are necessary to
accomplish their chanitable objectives (such as expenditures on fundraising and administration). However, any
resources so devoted must be within acceptable legal parameters and the associated activities must not become
ends in and of themselves. .
2 The Act does not define charity or what is charitable. The exception is subsection 149.1(1) which defines charitable
purposesfobjects as including “the disbursement of funds fo qualified donees”. The CRA must therefore rety on the
common law definition, which sets out four broad categories of charity. The four broad charitable purposefobject
categories, also known as the four heads of charity, were outlined by L ord Macnaghten in Commissioners for S pecial
Purposes of the Income Tax v Pemsel, [1831] AC 531 (PC) [Pernsel]. The classilication approach was explicitly
approved of by the Supreme Court of Canada in Guaranty Trust Co of Canada v MNR, [1967] SCR 133 and
confirmed in Vancouver Sociely, supra note 4.
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The public benefit requirement involves a two-part test:

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

indescribable or uncertain, or incapable of proof, cannot be said to provide a
charitable benefit.

.. T & 'econd part of the test requ:res the beneft be d:rected .to the publlc ora

g o e ]
l - LI B
S e e

o have an ellg:ble beneficiary group that is negllgable in size, or restncted
based on criteria that are not justified based on the charitable purpose(s); or

o provide an unacceptable private benefit. Typically, a private benefit is a
benefit provided to a person or organization that is not a charitable
beneficiary, or to a charitable beneficiary that exceeds the bounds of charity.

. A private benefit will usually be acceptabie if it is incidental, meaning itis

necessary, reasonable, and not disproportionate {o the resultmg public
benefit.

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

| *.See generally Vancouver Society, supra note 4 at para 41, Gonthier J, dissenting; Gilmour v Coats et al, [1949] 1 All
ER 848 [Gilmour]; National Anti-Vivisection Society v IRC, [1947] 2 All ER 217 at 224 (HL), Wright LJ [National Anti-
Vivisection Sociely].
4 See for example In re Grove-Grady, [1929] 1 Ch 557 at 573-574; Plowden v Lawrence, [1929] 1 Ch 557 at 588,
Russell LJ; National Anti-Vivisection, supra note 6 at 49, Wright LJ; IRC v Oldham Training and Enterprise Councnf
[1996] BTC 539 [Oldham]; Pemsel, supra note 5 at 583.
5 See National Anli-Viviseclion Sociely, supra nole 6 at 49, anht LJ; In re Shaw decd, [1957} 1 WLR 729; Gilrrour,
supra note 8, Simonds LJ at 446-447.

% For more information about public benefit, see CRA Policy Statement CPS-024 Gurdelmes for Registering a
‘Chanty: Meeting the Public Benefit Tesf
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To comply with the requirement that it devote all of its resources to charitable activities
carried on by the organization itself; a registered charity may only use its resources
{funds, personnei and/or property) in two ways:

o forits own chantable activities - undertaken by the charity itself under its contimued
supervision, direction and control; and

« for gifting to “qualified donees" as defined in the Act.”

A charity's own charitable activities may be carried out by its directors employees or
volunteers, or through intermediaries (a person or non-qualified donee that is separate
from the charity, but that the charity works with or through, such as an agent, contractor
or partner). If acting through an intermediary, the charity must establish that the activity
to.be canducted will further its charitable purposes, and that-it maintains continued
: direction and coritrol over the activity and aver the_use-of: the resources it prov:des to

Although there is no Iegal requirement to do S0, and the same result might be achteved
through other arrangements or means, entering into a written agreement can be an
effective way to help meet the own activities test. However, the existence of an
agreement is not enough to prove that a charity meets the own activities test. The
charity must be able to show that the terms establish a real, ongoing, active relation ship
with the intermediary,® and are actually implemented. A charity must record all steps
taken to exercise direction and control as part of its books and records, to allow the
CRA to verify that the charity's funds have been spent on its own activities. While the
nature and extent of the required direction and control may vary based on the particular
activity and circumstances, the absence of appropriate direction and contro!l indicates
that an organization is resourcing a non-qualified donee in contravention of the Act.

The CRA must be satisfied that an organization’s activities directly further charitable
purposes in a manner permitted under the Act. In making a determination, we are
obliged to take into account all relevant information. Accordingly, the current audit
encompassed an enquiry into all aspects of the Organization’s operations. The fact that
some of the areas of non-compliance identified in this letter may, or may noft, have been
evaluated in preceding audits does not preclude the need for compliance with existing
legal requirements. Furthermore, the CRA may take a position that differs from that
reached previously based on reconsideration of the pertinent facts and law.10

Identified areas of non-compliance

7_A “gualified donee” means a donee described in subsection 142.1(1) of the Act.

8 For more information, see CRA Guidance CG-002, Canadian Regislered Charifies Camrying Ouf Aclivities Outside
Canada and Guidance CG-004, Using an Intermediary to Canry Out Activifies Within Canada.

9 See notably Canadian Commiliee for the Tel Aviv Foundation v Canada, 2002 FCA 72 at para 30, {2002] FCJ no

315 [Canadian Commiittee for the Tel Aviv Foundalion].

1% See for example Canadian Magen David Adom for Israel v MNR, 2002 FCA 323 at para 69, [2002] FCJ no 1260,

Sharlow JA 7

4
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1a). Failure to carry out its own charitable activities/Lack of direction anrnd
control over the use of the Organization’s resources

Leqgislation and jurisprudence

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

“charitable organization”, at any particular timé, means an
organization, whether or not incorporated,

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

ceordingly, a chantable orgamzatlon must be:careful ahouthow it carries.on its,
iactivities andg it must/ensare that:it keeps suffi cient: direction afid control:overitssi=i &

‘resources, of it could possibly be transfernng -money‘to® non—quallﬁed ‘doness, whlch ls
not a charitable activity.

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

-‘Under the scheme of the Act, it is open to a chanty to conduct its
‘overseas activities either using its own personnel or through an agent.

However, it cannot merely be a conduit to funnel donations
Overseas.'!

And

Pursuant to subsection 149.1(1) of the Act, a charity must devote all its
resources to charitable activities carried on by the organization itself.
While a charity may carry on its charitable activities through an agent,
the charity must be prepared to satisfy the Minister that it is af all times
both in control of the agent, and in a position to report-on the agent’s
activities 12

As re-iterated by the Court in Leplefot v MNR', an organization may carry on charitable
activities through an agent if the activities are conducted on behalf of the organization.
However, it is not enough for an organization fo fund an infermediary that carries on
certain activities. The Act requires that the intermediary actually conduct those activities

11 Canadian Committee for the Tel Aviv Foundation v Canada, 2002 FCA 72 at para 30, [2002] 2 CTG 3.
12 GCanadian Committee for the Tel Aviv Foundalion v Canada, 2002 FCA 72 at para 40, [2002] 2 CTC 93.
3 [ eplefot v MR, 2006 FCA 128 at para 5, [2006] 3 GTG 252.
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on the organization’s behalf. Likewise, the Court in Canadian Magen David Adom for
Israel mentlons the :mportance of monitoring the activities when it stated that:

JA] charity that chooses to carry out its activities in a forelgn country
through an agent or otherwise must be in a position to establish that
any acts that purport to be those of the charity are effectively
authorized, controlled and monitored by the charity.'

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

e H TR [

Jsellect the actw:ty thatqt W|Il conduct with: O hrough an, mte]medlary based onuthe
fact that it will further the chanty s charﬁable purposes, and after being satisfied
that the intermediary is capable of conductmg the actiwty on the charity’s behalf;

and

. superﬁise/direct, and make significant decis'toris in regard to the conduct of, the
activity on an ongoing basis.

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

» aclear, complete, and detailed description of the activity that is to be conducted,
how it furthers the charitable purposes of the Organization and how it is to be
carried out by the project participant on the Organization’s behalf, including
parameters, deliverables, milestones or goals; :

» provision for real and effective monitoring and supervision of the activity, and the
project participant carrying on the activity, with mechanisms for someone

¥4 Canadian Magen David Adom for Israel v MNR, 2002 FCA 323 at para 66, [2002} FCJ no 1260. .
15 See notably Canadian Committee for the Tel Aviv Foundation v Canada, 2002 FCA 72 at para 40, [2002]12 CTC
Q3. ’
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accountable to the Organization to give instructions about, have input into, and
modify the nature or scope of, the activity on an on-going basis; and

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

A_udit findings — Activities

* The audit not carry out its own activities, but rather

the Company), previously
. e Company IS m,t a quahf ed donee The fol!owmg VaI'IOUS documentatlon

N Orgamzatlon dlrects and*controls |ts reésollrces*

a) Incoming correspondence dated November 11, 2014 (lfem 10), where the
Organization stated that it originally did its own monitoring with equipment leased
but later “...transitioned to the Central Monitorin ss on a monthly fee for
service. There is an agreement witthor the provision of .
services...". - -

- Atemplate version of an agreement titied "Monitored Service Agreement”

~ between the Organization and the Company was attached, where it stipulates
that the Organization is the entity providing the monitoring services, the
dispatching of Emergency Services personnel, as well as the installation of
equipment services fo subscribers (ltems 3, 4, and the Privacy Policy ~
Subscriber information section of the agreement) Furthermore, the Company is
not mentioned anywhere in this document and this information conﬂlcts with the
monitoring agreement noted below. '

dated January 28, 2001, was attached, where it stipulates that the
r

ganization is the entity providing the installation services but the Company is
the entity providing the monitoring setvices to subscribers. The following sections
also reveal that the Company is directing and controliing the activity and thus, not
on the Organization's behalf:

Item 1.1: Incentive with conversion rates;
Item 1.2: The Company does the monitoring;
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item 2.1: The Orgamzatlon may only use the Company;

Item 2.2: The Organization will market the Company (pnvate benef‘ t)

Item 2.3: The Organization assigns all its rights to the Company;

Item 3 : The Company grants licensing to the Organization;

Iltem 4 : The Company can increase the monitoring fees;

Item 5.3: Right of refusal when in fact, the Orgamzatlon should be in control of its
resources;,

item 6.1: The Company can solely rely upon responders statements;

Item8 :The Organ[zatlon must repay the Company, but as stated above, the
Organization may only gift to qualified donees;

Item 9.7: The Company does the monitoring; and

Item 9.8: The nature of the relationship is described, and fails to show the
Orgahization carries out, directs and controls its own activities,

- Additionally, Schedule A of the

which. th
"‘:»,_;_C ompany—net—thes.rganlzatzo S

Tem sy R wn .

F:natly |tem 12 of Exhtb;t 1 of the-tates that the agreement is between
the Organization, the Company, and. the subscriber.

N

b) Incoming correspondence dated October 18, 2016. The Organization stated “The
only affiliation that the Corporation has W|th-|1$ that we purchase ail of the
" products that we use from them and we also hire them to monitor our clients on a
- 24 hour basis. When we do a new installation we do no client that we buy
-. our equipment from-nd we do not tell them 'thathoniths our
system.” (paragraph 3). '

The Organization also stated ’-has' no involvement in any decision that we
rmake regarding pricing, inventory... financing...” (paragraph 6).

to monitor our clients on a daily basis, than it would for a small
Corporation to try fo do the monitoring ourselves.” (paragraph 8).

iiitl ihe Organiiation states “It makes more sense for our Corporation to hire

All of these documents support our conclusion that the Company’s program is being
furthered—and promoted-by the Organization. This arrangement does not qualify as a
registered charity conducting its own activities. it is our view that the Organization does
not act independently from the Company because the activity of monitoring is being run
by the Company, a non-qualified donee, and not the Organization.

1b). Provision of a private benefit
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Legislation and jurisprudence

As indicated above, to be charitable at law, a purpose must fall within a category of

~charity and deliver a public benefit. However, it is not enough that a purpose, on its

face, falls within one or more of the four categories of charity and delivers a charitable
benefit to a properly defined eligible beneficiary group. The public requirement also
means a charity may not provide private benefits as it advances and furthers a
charitable purpose, except within legally acceptable boundaries.® The charity is

“responsible for establishing that any private benefit that may be delivered is acceptable.

Generally, a private benefit is a benefit or advantage provided to a person or
organization that is not a charitable beneficiary, or a benefit provided to a charitable
beneficiary that exceeds the bounds of charity. An acceptable private benefit is one that -

is mptdental to achievmg a charitable purpose A private beneﬁt WI|| usually he incidental

Necessary essent!ally means Iegitimately and justlf ably resulttng from an actlon that
directly contributes towards achieving a charitable purpose, or a required step in, or
consequence or by-product of, an action taken only to achieve a charitable purpose .9
Reasonable means related to the need and no more necessary to achieve the
purpose,'® and fair and rational. Proportionate to the resulting public benefit means a
private benefit must be secondary and subsidiary to a charitable purpose.?® it cannot be
a substantial part of a purpose, or form an additional or independent non-charitable end
in and ofitself. The public benefit cannot be too indirect, remote or speculative as

compared to a more direct private benefit, particularly where the dlrect benefitis to
private persons, entttleb or businesses.?! ‘-

Charities established, in whole or in part, for the purpose of advancing the corporate -.
interests of for-profit organizations, will lack the degree of public benefit vital to a charity
and will not meet the public benefit test explained above. While the CRA recognizes that

16 See for example Prescient Foundation v MNR, 2013 FCA 120 at para 36, [2013] FCJ no 512, ’

7 For more information, see CRA Policy Statement CPS-024, Guidelines for Registering a Chanly: Meetmg the
Public Benefif Test. N .

18 See for example Incorporated Council of Law Reporling for England and Wales v AG, [1972] Ch 73,[1971] 3 All
ER 1029 {CA); Royal College of Surgeons of England v National Provincial Bank, [1952) AC 631; Royal College of
Nursing v St Marylebone Borough Council, {1959) 1 WLR 1007 (CA); IRC v Oidham Training and Enteiprise Council,
[1996) BTC 539,

19 See for example Joseph Rowntree Memorial Housing Association Ltd and Others v AG, {1983] Ch 159 (Ch D); In
Re Resch’s Will Trusts And Others v Perpefual Trustee Co Lid, [1969] 1 AC 514 (PC).

" 20 incorporated Council of Law Reporting for England and Wales v AG, {1972] Ch 73, [1971] 3 All ER 1029 (CA);

Inland Revenue Commissioner v Cily of Glasgow Police Athletic Assocra!ron [1953] AC 380 {(HL); (RC v Oldharrr
Training and Enlerprise Council, [1996) BTC 539,

21 See for example {RC v Oldham Training and Enterprise Council, [1 996] BTC 539; Canterbury Deve!opment
Corporation v Charilies Commission, {2010] NZHC 331; Hadaway v Hadaway, [1954] 1 WLR 16 (PC); Re Co-
operative College of Canada ef al and Saskalchewan Human Rights Commission, {1975] 64 DLR (3d) 531.




_howeve_r ihe Organization itself does not provide or operate the monitoring system.'

2t equ;pment ‘Furthermore, per the. Company s-website; these services: ‘appear to be -

-10 - -
some private benefit may occur when a charity pursues its charitable purposes such
private benefit is only acceptable as long as itarises directly through the pursuit-of its
charitable purposes, and as long as it is incidental to the achievement of that purposes.
In other words, the private benefit must be inevitable and necessary for the charity to
achieve its charitable purposes. Furthermore, any resulting private benefit must not
amount to a non-charitable purpose, such as the promotion of a commercial busine ss.

Audit findings — Private benefit

Based onthe information contained in the documents listed abaove, it is our view that the
Organization is primarily acting as an intermediary for the programs offered by the
Company, which does not constitute the Organization’s own activity. We acknowled ge
that the provision of a personal emergency response system has a charitable intent;

Rathgrzthe;Qrgarizationis: roleazshmlted to the installationi(and: maln’tf=nance) ofthet

offered directly by the Company itself. In this regard, the private benefit conferred to the
Company, as a result of the Organization’s activities, is not ancillary and incidental, and
the Organization has not demonstrated that the benefit is necessary to achieve its
purposes.

Summary

It is our opinion that the Organization has failed to devote its resources to charitable
activities carried on by the Organization itself due to the absence of direction and
contral over the use of resources/resourcing non-qualified donees, and therefore has
failed to demonstrate that it meets the test for continued registration under 149.1(1) of
the Act. Under subsection 149.1(2) of the Act, the Minister may revoke the registration’
of the registered chanty in the manner as described at paragraph 168(1)(b) of the Act.

2. Failure to devote resources to a charltable purpose

!
Leqislation and jurisprudence

In order to satisfy the definition of a “charitable organization” pursuant to subsection
149.1(1) of the Act, “charitable organization” means an organization, “all the resources
of which are devoted to charitable activities”. '

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

The Organization was registered with the following purposes, per item 4 of its Letters
Patent under the Companies Act of New Brunswick, certified October 13, 1989:

(a) To acquire, maintain and operate an electronic health eme'rgency monitoring and
response system in the Carleton and Vlctona County area of the.Province of New
Brunswick.

_ (b) To attain the above object, the applicant shall:
- ) achIre the necessary’ equment .
..... At prowde tfaining programs’ for-subscribers;’ p
S "(iii) promote‘and pubticize the' availability of the health emergency
response system;
(iv) co-ordinate with hospitals and health related institutions to prowde the
service to the community.

(c) To purchase, hold, acquire, enjoy, sell, convey, encumber, mortgage,
lease, dispose of and manage property both real and personal of every
kind and descripfion.

_(d) To carry on any other activities of a snmltar nature ‘which may seem to the -
-company capable of being conveniently carried on in connection with its
objects.

(e) That upon the dissolution of the Company and after payment of all debts
and labilities its remaining property shall be distributed or disposed of to
Canadian charitable organizations having objects the same as or similar
to the objects of the Company. And that no part of any property of the
Company shall be available to its members upon dissolution.

Once registered, a charity must only pursue activities in furtherance of the specific
charitable purposes as approved by the CRA. The implicit understanding is that the
charity will not undertake any activity beyond those described in the application for =
charitable registration. This is necessary to ensure that the charity will operate within the
limitations imposed by the Act. When an organ:zatlon wishes to change its formal stated
purposes it must formally notify the Charities Dlrectorate of the change.

Audit findings

‘The CRA has not been made aware of any changes to the purposes above since initial
registration was granted on October 13, 1989. The Organization has demonstrated that -
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the activities it undertakes on a day-to-day basis do not support its charitable purposes
in a manner consistent with charitable law. In fact, the evidence presented during the
audit, as outlined in.correspondence received from the Organization dated

November 11, 2014, demonstrates that the Organization failed to retain the necessary
direction and control over its resources to fully demonstrate that it operates in a
charitable manner in pursuit of its registered purposes. A preponderance of the effort
and resources of the Organization '_are devoted to providing resources to the Company,
which-as we have stated throughout this fetter—is non-qualfified donee.

Summary

It is our opinion that the Organization has failed to devote its resources to a charitable
purpose, and therefore has failed to demonstrate that it meets the test for continued
5§ -reglstratlon under 149 1(1) of the Act. Under sub.,ectlon 149 1(2 of the Act the 'Vllmqter‘

-baragraph 168(1) (b) of thb Act -‘-—:;:‘_v.--:,;.-r-.:.-__ e s e

4. Issuing receipts not in accordance with the Act

Legislation and jurisprudence

Reguiation 3501 of the Act states that every offibial receipt issued by a registered
organization shall contain a statement that it is an official receipt for income tax
purposes and shall show clearly in such a manner that it cannot readily be altered.

Audit ﬂhdinqg

The Organization was only able to provide a sample blank copy of an official donation
receipt because it had not issued any during the fiscal period under audit

(October 31, 2012). The audit revealed that one part of the blank copy did not fully
comply with the requirements of Regulation 3501 of the Act. Specifically, the
Organization’s sample blank copy did not contain the address in Canada as recorded
with the Minister (388 Riverside Dr, Plaster Rock NB E7G 2P8)

The foliowing information was also missing, but only if we are to assume that the
information would be hand-written (not forming part of the template of the receipt):

a statement that it is an official receipt for income tax purposes;

the registration number assigned by the Minister to the organization;
the place or locality where the recelpt was issued;

the address of the donor
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s the eligible amount of the gift; :

» the signature of a responsible individual who has been authorized by the
organization to acknowiedge gifts; and

+ the name and Internet web site of the Canada Revenue Agency.

summary

Under subsection 149.1(2) of the Act, the Minister may revoke the registration of the
-.charitable organization in the manner as described at paragraph 168(1) (d) of the Act
where a registered charity issues a receipt for a gift or donation otherwise than in
accordance with the Act and the Regulations or that contains false information.

The Orggmzatlor s_op_tlons

oy sl v kRl
Ly ol

“a) No fésponse

You may choose not to respond. ln 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 descr:bed in
subsectton 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 on the appropriate course of action, which may
‘include:

* no cornphance action necessary;

¢ the issuance of an educational letter; '

« resolving these issues through the mplementahon of a Compliance

. Agreement;

» the application of penalties andlor suspensions provided for in sections
~ 188.1 and/or 188.2 of the Act; or
 giving-notice of its intention to revoke the registration of the
Organization by issuing a notice of intention to revoke in the manner
described in subsection 168(1) of the Act.
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If you appoint a thll‘d party to represent you in this matter, please send us a written
authorization naming the individual and exphc:tly authorizing that individual to discuss !
your file with us.

If you have any questions or require further information ofr clarification, please do not o

hesitate to contact me at rs indicated below. My manager, Arlene Proctor,
may also be reached at :

Yours sincerely,

a’l‘echmcal Po!ncy-Advnsor
Compliance, Education &
Qutreach Section
Charities Directorate

‘Telephone: _
Toll Free: 1-800-267-2384
Facsimile:- 613-946-6484
‘Address: 320 Queen Street

' Ottawa ON K1A OL5

c.c.. Mr. Kenneth Chappel




ITR APPENDIX A

Section 149.1 Qualified Donees

149.1(2) Revocation of registration of charitable organization

The Minister may, in the manner described in section 168, revoke the registration of a
charitable organization for any reason described in subsection 168(1) or where the
organization -

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

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

(c) makes a disbursement by way of a gift, other than a gift made
(i) in the course of charitable activities carried on by it, or

(i} to a donee that is a qualified donee at the time of the gift.

149.1(3) Revocation of registration of public foundation

The Minister may, in the manner described in section 168, revoke the registration of a
public foundation for any reason described in subsection 168(1) or where the found ation

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

(b) fails to expend in any taxation year, on charitable activities carried on by itand 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,;

(b. 1) makes a disbursement by way of a gift, other than a gift made
(i in the course of charitable activities carried on by it, or
(ii) to a donee that is a qualified donee at the time of the gift;
(¢} 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 investments and debts
incurred in the course of administering charitable activities; or

{e) at any time within the 24 month period preceding the day on which notice is given to
the foundation by the Minister pursuant to subsection 168(1) and at a time when the
foundation was a private foundation, took any action or failed to expend amounts such
that the Minister was entitled, pursuant to subsection 149.1(4), to revoke its registration
as a private foundation.




149.1(4) Revocation of registration of private foundation

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

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

(a) carries an any business;

(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;

(b.7) makes a disbursement by way of a gift, other than a gift made
(i) in the course of charitable activities carried on by it, or
(i) to a donee that is a qualified donee at the time of the gift;

(c) has, in respect of a class of shares of the capital stock of a corporation, a divestment
obligation percentage at the end of any taxation year;

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

149.1(4.1) Revocation of registration of registered charity
The Minister may, in the manner described in section 168, revoke the registration

(a) of a registered charity, if it has entered into a transaction (including a gift to ancther
registered charity) and it may reasonably be considered that a purpose of the
transaction was to avoid or unduly delay the expenditure of amounts on charitable
activities;

(b) of a registered charity, if it may reasonably be considered that a purpose of entering
into a transaction (including the acceptance of a gift) with another registered charity to
which paragraph (a) applies was to assist the other registered charity in avoiding or
unduly delaying the expenditure of amounts on charitable activities;

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

(d) of a registered charity, if it has in a taxation year received a gift of property (other
than a designated gift) from another registered charity with which it does not deal at
arm’s length and it has expended, before the end of the next taxation year, in addition to
its disbursement quota for each of those taxation years, an amount that is less than the
fair market value of the property, on charitable activities carried on by it or by way of
gifts made to qualified donees with which it deals at arm’s length; and



(e) of a registered charity, if an ineligible individual is a director, trustee, officer or like
official of the charity, or controls or manages the charity, directly or indirectly, in any
manner whatever.

Section 168:
Revocation of Registration of Certain Organizations and Associations

168(1) Notice of intention to revoke registration

The Minister may, by registered mail, give notice to a person described in any of
paragraphs (a) to (¢) of the definition “qualified donee” in subsection 149.1(1) that the
Minister proposes to revoke its registration if the person

(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;

(¢) in the case of a registered charity or registered Canadian amateur athletic
association, fails to file an information return as and when required under this Act or a
regulation;

(d) issues a receipt for a gift otherwise than in accordance 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 the
granting of which was expressly or implicitly conditional on the association making a gift
to another person, club, society or association.

168(2) Revocation of Registration

Where the Minister gives notice under subsection 168(1) to a registered charity or to a -
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 Gazette, and

(b) in any other case, the Minister may, after the expiration of 30 days from the day of
mailing of the notice, or after the expiration of such extended period from the day of
mailing of the notice as the Federal Court of Appeal or a judge of that Court, on
application made at any time before the determination of any appeal pursuant to
subsection 172(3) from the giving of the notice, may fix or allow, publish a copy of the
notice in the Canada Gazette,

and on that publication of a copy of the notice, the registration of the charity or
association is revoked.



168(4) Objection to proposal or designation

A person 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 maodifications that the circumstances require, as if the notice were
a notice of assessment made under section 152, if

(@) in the case of a person that is or was registered as a registered charity oris an
applicant for such registration, it objects to a notice under any of subsections (1) and
149.1(2) to (4.1), (6.3), (22) and (23},

(b) in the case of a person that is or was registered as a registered Canadian amateur
athletic association or is an applicant for such registration, it objects to a notice under
any of subsections (1) and 149.1(4.2) and (22); or

(¢) in the case of a person described in any of subparagraphs (a)(i) to (v) of the
definition “qualified donee” in subsection 149.1(1), that is or was registered by the
Minister as a qualified donee or is an applicant for such registration, it objects to a
notice under any of subsections (1) and 149.1(4.3) and (22).

172(3) Appeal from refusal to register, revocation of registration, etc.
Where the Minister

(a) confirms a proposal or decision in respect of which a notice was issued under any of
subsections 149.1(4.2) and (22) and 168(1) by the Minister, to a person that is or was
registered as a registered Canadian amateur athletic association or is an applicant for
registration as a registered Canadian amateur athletic association, or does not confirm
or vacate that proposal or decision within 90 days after service of a notice of objection
by the person under subsection 168(4) in respect of that proposal or decision,

(a. 1) confirms a proposal, decision or designation in respect of which a notice was
issued by the Minister to a person that is or was registered as a registered charity, or is
an applicant for registration as a registered charity, under any of subsections 149.1(2} to
(4.1), (6.3), (22) and (23) and 168(1), or does not confirm or vacate that proposal,
decision or designation within 90 days after service of a notice of objection by the
person under subsection 168(4) in respect of that proposal, decision or designation,

(a.2) confirms a proposal or decision in respect of which a notice was issued under any
of subsections 149.1(4.3), (22) and 168(1} by the Minister, to a person that is a person
described in any of subparagraphs (a)(i) to (v} of the definition “qualified donee” in
subsection 149.1(1) that is or was registered by the Minister as a qualified donee or is
an applicant for such registration, or does not confirm or vacate that proposal or
decision within 90 days after service of a notice of objection by the person under
subsection 168(4) in respect of that proposal or decision,

(b) refuses to accept for registration for the purposes of this Act any retirement savings
plan,



(¢) refuses to accept for registration for the purposes of this Act any profit sharing pIan
or revokes the registration of such a plan,

(d) [Repealed, 2011, c. 24, s. 54]

(e) refuses to accept for registration for the purposes of this Act an education savings
pian,

(e.7) sends notice under subsection 146.1(12.1) to a promoter that the Minister
proposes to revoke the registration of an education savings plan,

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

~ (f.7) refuses to accept an amendment to a registered pension plan,

(g) refuses to accept for registration for the purposes of this Act any retirement income
fund,

(h) refuses to accept for registration for the purposes of this Act any pooled pension
plan or gives notice under subsection 147.5(24) to the administrator of a pooled
registered pension plan that the Minister proposes to revoke its registration, or

(/) refuses to accept an amendment to a pooled registered pension plan,

the person described in paragraph (a), (a.7) or (a.2), the applicant in a case described
in paragraph (b), (e) or (g), a trustee under the plan or an employer of empioyees who
are beneficiaries under the plan, in a case described in paragraph (¢), the promoter in a
case described in paragraph (e. 1), the administrator of the plan or an employer who
participates in the plan, in a case described in paragraph () or (£ 1), or the administrator
of the plan in a case described in paragraph (h) or (i), may appeal from the Minister’s
decision, or from the giving of the notice by the Minister, to the 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 subsection 165(3) of the
Minister's action in respect of a notice of objection filed under subsection 168(4),
(b) [Repealed, 2011, c. 24, s. 55]

(¢) the mailing of notice to the administrator of the registered pension plan under
subsection 147.1(11),

(¢.1) the sending of a notice to a promoter of a registered education savings plan under
subsection 146.1(12.1),

(c.2) the mailing of notice to the administrator of the pooled registered pension plan
under subsection 147.5(24), or




(d) the time the decision of the Minister to refuse the application for acceptance of the
amendment to the registered pension plan or pooled registered pension plan was
mailed, or otherwise communicated in writing, by the Minister to any person,

as the case may be, or within such further time as the Court of Appeal or a judge
thereof may, either before or after the expiration of those 30 days, fix or allow.

Section 188: Revocation tax

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

If on a particular day the Minister issues a notice of intention to revoke the registration of
a taxpayer as a registered charity under any of subsections 149.1(2) to (4.1) and 168(1)
or it is determined, under subsection 7(1) of the Charities Registration (Security
Information) Act, that a certificate served in respect of the charity under subsection 5(1)
of that Act is reasonable on the basis of information and evidence available,

(a) the taxation year of the charity that would otherwise have included that day is
deemed fo 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 charity is
deemed not fo have established a fiscal period before that day.

188(1.1) Revocation 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 which is

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

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

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

B



is the total of all amounts (other than the amount of an expenditure in respect of which a
deduction has been made in computing income for the winding-up period under
paragraph (¢) of the description of A), each of which is

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

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

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

188(1.2) Winding-up period

In this Part, the winding-up period of a charity is the period that begins immediately after
the day on which the Minister issues a 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, immediately after the day on which it is determined, under subsection 7(1)
of the Chanties Registration (Secunty Information) Act, that a certificate served in
respect of the charity under subsection 5(1) of that Act is reasonable on the basis of
information and evidence available), and that ends on the day that is the latest of

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

(¢) if the charity has filed a notice of objection or appeal in respect of that assessment,
the day on which the Minister may take a collection action under section 225.1 in
respect of that tax payable.

188(1.3) Eligible donee
In this Part, an eligible donee in respect of a particular charity is a registered charity

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

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

(c) that has no unpaid liabilities under this Act or under the Exgise 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.

1 88(2)'Shared iiability — 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 solidarily, liable with the charity for the tax payable
under subsection (1.1) by the charity for that taxation year for an amount not exceeding
the total of all appropriations, each of which is the amount by which the fair market
value of such a property at the time it was so received by the person exceeds the
consideration given by the person in respect of the property.

188(2.1) Non-application of revocation tax

Subsections (1) and (1.1) do not apply to a charity in respect of a notice of intention to
revoke given under any of subsections 149.1(2) to (4.1) and 168(1) if the Minister
abandons the intention and so notifies the charity or if

(a) within the one-year period that begins immediately after the taxation year of the
charity otherwise deemed by subsection (1) to have ended, the Minister has registered
the charity as a charitable organization, private foundation or public foundation; and

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

(i) 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

(i) filed all information returns required 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 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 indirectly, 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-application of subsection (3)

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

188(4) Transfer of property tax

If property has been transferred to a charitable organization in circumstances described
in subsection (3) and it may reasonably be considered that the organization acted in
concert with a charitable foundation for the purpose of reducing the disbursement quota
of the foundation, the organization is jointly and severally, or solidarily, liable with the
foundation for the tax imposed on the foundation by that subsection in an amount not
exceeding the net value of the property.

188(5) Definitions
In this section,

“net asset amount”
« montant de l'actif net »

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

A-B
where

A

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

B

is the total of all amounts each of which is the amount of a debt owing by or any other
obligation of the foundation at that time;

“net value”
« valeur nette »

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

A-B

where




is the fair market value of the property on that day, and

B
is the amount of any consideration given to the foundation for the transfer.

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 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
the year; 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 returns

Every taxpayer who is liable to pay tax under subsection 188(1.1) for a taxation year
shall, on or before the day that is one year from the end of the taxation year, and
without notice or demand,

(@) file with the Minister

(i) a return for the taxation year, in prescribed form and containing prescribed
information, and

(i) both an information retum and a public information return for the taxation
year, each in the form prescribed for the purpose of subsection 149.1(14); and

(b) estimate in the return referred to in subparagraph (a)(i) the amount of tax payable by
the taxpayer under subsection 188(1.1) for the taxation year; and

(c) pay to the Receiver General the amount of tax payable by the taxpayer under
subsection 188(1.1) for the taxation year.

189 (6.2) Reduction of revocation tax liability

If the Minister has, during the one-year period beginning immediately 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 liability of the person, and that liability exceeds $1,000, that liability is, at any
particular time, reduced by the total of

10



(a) the amount, if any, by which

(i) the total of all amounts, each of which is an expenditure made by the charity,
on charitable activities carried on by it, before the particular time and during the
period (referred to in this subsection as the “post-assessment period”) that
begins immediately after a notice of the latest such assessment was sent 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 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 the transfer an eligible donee in respect of the charity, equal to
the amount, if any, by which the fair market value of the property, when transferred,
exceeds the consideration given by the person for the transfer.

189(6.3) Reduction of liability for penalties

Iif the Minister has assessed a particular person in respect of the particular person’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 particular person after
the day on which the Minister first assessed that liability and before the particular time to
another person that was at the time of the transfer an eligible donee in respect of the
particular person, equal to the amount, if any, by which the fair market value of the
property, when transferred, exceeds the total of

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

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

189 (7) Minister may assess

Without limiting the authority of the Minister to revoke the registration of a registered
charity or registered Canadian amateur athletic association, the Minister may also at
any time assess a taxpayer in respect of any amount that a taxpayer is liable to pay

under this Part.
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