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Christian Economic Assistance Foundation 

BN: 118856251 
Attention: Mr. Adrian Guldemond, President 

File #: 0529065 

July 22, 2013 

Subject: Revocation of Registration 
Christian Economic Assistance Foundation 

Dear Sir: 

The purpose of this letter is to inform you that a notice revoking the registration of 
Christian Economic Assistance Foundation (the Organization) was published in the 
Canada Gazette on July 20, 2013. Effective on that date, the Organization ceased to be 
a registered charity. 

Consequences of Revocation: 

a) The Organization is no longer exempt from Part I tax as a registered charity 
and is no longer permitted to issue official donation receipts. This means 
that gifts made to the Organization are no longer 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 Income Tax Act, 
respectively. 

b) By virtue of section 188 of the Act, the Organization will be required to pay a 
tax within one year from the date of the Notice of Intention to Revoke. This 
revocation tax is calculated on prescribed form T-2046, Tax 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 Return is enclosed. The related 
Guide RC-4424, Completing the Tax Return Where Registration of a Charity 
is Revoked, is available on our Web site at www.cra-arc.gc.ca/E/pub/tg/rc4424. 
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· Section 188(2) of the Act stipulates that a person (other than a qualified 
donee) who receives an amount from the Organization is jointly and severally 
liable with the Organization for the tax payable under section 188 of the Act 
by the Organization. 

c) The Organization no longer qualifies as a charity for purposes bf 
subsection 123(1) of the Excise Tax Act (ETA). As a result, the Organization 
may be subject to obligations and entitlements under the ETA that apply to 
organizations other than charities. If you have any questions about your 
Goods and services tax/harmonized sales tax (GST/HST) obligations and 
entitlements, please call GST/HST Rulings at 1-888-830-7747 (Quebec) or 
1-800-959-8287 (rest of Canada). 

In accordance with Income Tax Regulation 5800, the Organization is required to 
retain its books and records, including duplicate official donation receipts, for a minimum 
of two years after the Organization's effective date of revocation. 

Finally, we wish to advise that subsection 150(1) of the Act requires that every 
corporation (other than a corporation that was a registered charity throughout the year) 
file a return of income with the Minister of National Revenue in the prescribed form, 
containing prescribed information, for each taxation year. The return of income must be 
filed without notice or demand. 

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

Enclosures 

Yours sincerely, 

lf/Jr~of 
Danie Huppe-Cranford 
Director 
Compliance Division 
Charities Directorate 
Telephone: 613-957-8682 
Toll free: 1-800-267-2384 

Copy of the Return (form T-2046) 
Canada Gazette publication 

c.c.: Mr. John H. Loukidelis 
1 Hunter Street East, Suite 200 
Hamilton ON L8N 3W1 
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Subject: Notice of Intention to Revoke 
Christian Economic Assistance Foundation 

Dear Mr. Guldemond: 

MAY 2 2 2013 

REGISTERED MAIL 

BN: 118856251RR0001 

File #:0529065 

I am writing further to our letter dated January 10, 2013 (copy enclosed), in which 
you were invited to submit representations as to why the registration of 
Christian Economic Assistance Foundation (the Organization) should not be revoked in 
accordance with subsection 168(1) of the Income Tax Act. · 

We have now reviewed and considered your written response{s) dated 
February 7, 2013. However, notwithstanding your reply, our concerns with respect to 
the Organization's non-compliance with the requirements of the Act for registration as a 
charity have not been alleviated. Our position is fully described in Appendix "A" 
attached. ·, · 

Conclusion 

The Canada Revenue Agency's (CHA) audit 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 did not devote all its resources to charitable purposes 
and activities and ~rovided donation receipts for amounts that were not gifts. 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. 

Consequently, for each of the reasons mentioned in our letter dated 
January 10, 2013, I wish to advise you that, pursuant to subsection 168(1) oOhe Act. I 
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 followi11g notice in 
the Canada Gazette: · ' 

C d 11 ... a · ana a 

Place de Ville. Tower A 
320 Queen Street, 13th Floor 

Ottawa ON K1 A OLS 
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Notice is hereby given, pursuant jo paragraphs 168(1)(b) and ~68(1)(d) of 
the Income Tax Act, that I 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 
1 rn856251 RR0001 

Name 
Christian Economic Assistance 
Foundation 
Ancaster ON 

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

Tax and Charities Appeals Directorate 
Appeals Branch · 
Canada Revenue Agency 
250 Albert Street 
Ottawa ON K1A OL5 

Notwithstanding the filing of an Objection, a copy of the revocation notice, 
described above, will be published in the Canada Gazette after the expiration of 30 days 
from the date this letter was mailed. Jhe Organization's registration will be revoked on 
the date of publication. \"'- / · · . . · ' / . . . 

! 

A copy of the relevant provisions of the Act concerning revocation of registration, 
including appeals from a notice of intent to revoke regisfration can be found in Appendix 
"B", attached. 

Consequences of Revocation 

As of the effective date of revocation: 

a) the Organization will no longer be exempt from Part I tax as a registered 
charity and will no longer be permitted to issu·e 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 to pay·a 
tax within one year from the date of the Notice of Intention to Revoke. This 
revocation tax is calculated on prescribed form T-2046, Tax 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 "B", attached . 

. Form T-2046 and the related Guide RC-4424, Completing the Tax Return 
Where Registration of a Charity is Revoked, are available on our Web site at 
www.cra-arc.gc.ca/charities; 

c) the Organization will no longer qualify as a charity for purposes of 
subsection 123(1) of the Excise Tax Act (ETA). As a result, the Organization 
may be subject to obligations and entitlements under the ETA that apply to 
organizations other than charities. If you have any questions about your 
Goods and services tax/harmonized sales tax (GST/HST) obligations and 
entitlements, please call GST/HST Rulings at 1-888-830-7747 (Quebec) or 
1-800-959-8287 (rest of Canada). · · · · 

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

· Attachments: 

C hy Hawara 
Di ector General 
C arities Directorate 

- CRA letter dated January 10, 2013 
- Letter from CEAF dated February 7, 2013 . 
-Appendix "A", Response to representations of February 7, 2013 
-Appendix "B.", Relevant provisions of the Act 

c:c.: Mr.)ohn H. Loukidelis 
SimpsonWigle Law LLP 
1 Hunter Street East, Suite 200 
Hamilton ON L8N 3W1 

www.cra-arc.gc.ca/charities
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DU CANADA 

Christian Economic Assistance Foundation 

Attention: Mr. Adrian Guldemond. President 

January 10, 2013 

REGISTERED MAIL 

BN: 118856251RR0001 

File #: 0529065 

Subject: Audit of Christian Economic Assistance Foundation 

Dear Mr. Guldemond: 

This letter is further to the audit of the books and records of the 
Christian Economic Assistance Foundation (the Organization) conducted by the Canada 
Revenue Agency (CRA). The audit related to the operations of the Organization for the 
period fmm January 1, 2009 to December 31, 2010 .. 

The CRA has identified specific areas of non-compliance With the provisions of 
the Income Tax ;?.et and/or its Regulations in the following areas: 

AREAS OF NON-COMPLIANCE: ' 
Issue Reference I 

1. Non-Charitable Purposes 149.1(1), 168(1)(b) 
12 . . . Failure to Devote Resources exclusively to Charitable 149.1 (1),168(1 )(b) 

I 
: . 

1 Activities 
3. Donation Receipts: 168(1)(d), 

a. Inappropriate issuance of donation receipts - Regulation 3501 , 
Directed donations IT~110R3 

b. Issuing receipts not in accordance with the Act 
and/or its Requlations 

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. 
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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. 

Identified Areas of Non-Compliance: 

1) Non-Charitable Purposes · 

· To qualify for registration as a charity under the Act, an organization must be 
established for charitable purposes and must qevote all its resources to its own 
charitable activities in furtherance thereof. This is a two-part test. Firstly, the purposes 
it pursues must be wholly charitable and secondly; the activities that a charity 
undertakes on a day-to-day basis must support its charitable purposes in a manner 
consistent with charity law.1 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 does 
not meet the legal requirements of registration as a charity. · 

Common law courts have grouped ·charitable purposes into four categories: the 
relief of poverty, the.advancement of education, the advancement of religion, and other 
purposes beneficial to the community as a whole which have been identified as 
charitable by the courts. The fourth category merely identifies an additional group of 
specific purposes that have been held charitable at law. rather than qualifying as 
charitable every purpose that provides a public benefit. It is important. to note. that not 
all endeavours that directly or indirectly benefit the community are necessarily charitable 
at law. Many endeavours must be denied charitable status because they do not meet 
the definition or criteria of "charitable" as established by common law. 

. ' 

Furthermore, to be charitable at law, purposes must be precisely stated, and 
framed in language which is not overly broad, which is to say it fails to restrict the . 
organization to charitable activities, and/or vague, which is to say that it is difficult to 
determine the exact meaning. An organization with one or more broad ·and/or vague 
purposes is not established for exclusively ch.aritable purposes. 

The Organization was incorporated on January 18, 1972. pursuant to the Ontario 
Corporations Act. By letter dated November 3, 1978, the Organization was recognized 

1 See, for example, Vancouver Society of Immigrant & Visible Minority Women v. Minist~r of National Revenue, 
[1999] l S.C.R. 10 



- 3 -
as a charitable organization and designated as a public foundation effective January 1, 
1978. The Organization's objects, pursuant to the Organization's bylaws dated 
September 19, 1978, include the following: 

· "The objects of the Corporation shall be to give ·financial assistance to 
those societies, associations and organizations, which engage in or seek 
to engage in the development and implementation of Christian thought 
and action in various areas of life, within the spirit of Biblical reformation 
for service to God and fellow man. 

The Corporation inter-alia shall further the above purpose by seeking: 

a) To establish, create, administer. maintain and disperse a fund or 
funds either of money or holdings in the Corporation or its earnings 
and from donations, gifts, legacies, devises and contributions from 
the public; 

b) To enter into any arrangements with any authorities, public or 
. academic or otherwise that may seem conducive to the 

Corporation's objects or any of them and to.obtain from such 
authority any rights, privileges and concessions which t.he 
Corporation may think it desirable to obtain and to carry out. 
exercise and comply with any such arrangements, rights, privileges 
and concessions; · 

c) To carry on the printing and publishing and distribution of literature; 

d) To do all such things as are necessary to th<? attainment of such 
objects." 

. . The primary object and section a) generally describe the activities of a public 
foundation, which primarily raises funds to be distributed to qualified donees rather than 
to fund its own charitable programs. The Act allows registered charities to use their 
resources in two ways: to fund their own charitable programs, over which the charity 
must exercise ongoing direction and control, and/or to provide funds to qualified 
donees, which include other registered charities as well as a group of ~pecific entities 
~efined in the Act. However, the above specified purpo.ses fail to restrict funding to 
qualified donees, as required by the Act. As a result, they are excessively broad, 
allowing the organization the latitude to fund non-qualified donE~es, and are therefore 
non-charitable. ' . · . 

We have· also considered each of the Organization's objects under the third 
category of charity, advancement of religion. While the objects could potentially include 
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activities that advance religion, they are worded in an excessively,broad and vague 
manner. They {ail to adequately define and limit the scope of the 9rganization's 
activities, potentially allowing it to pursue activities that exceed th~ bounds of charity. 

. We also note that the Organization's mission, "assisting Ch.ristian families with 
financial programs that keep Christian education affordable"2 is not charitable. 
Promoting access to Christian education by making it affordable is too indirect to 
advance religion in the charitable sense. There is no certainty that Christian worship will 
occur, or that Christian beliefs will be promoted or sustained as a result of the 
Organization's actions, which are limited to the provision of funds. Any advancement of 
religion thatm.ay ultimately occur would be attributable to the schools providing 
·christian education, rather than to the Organization .. Moreover, an organization that 
"keeps Christian education affordable" for Christian families does not relieve poverty in 
the charitable context. Relief of poverty in the charitable sense means strictly providing 
basic amenities to persons in need~ However, Christian families are not necessarily 
poor and in need .of financial assistance for education. Nor is a specialized Christian 
education necessarily a basic amenity. 

Some of the Organization's activities in fulfillment of its mission could potentially 
be charitable under the second category, advancement of education, such as the 
provision of scholarships, bursaries, awards and other forms of financial assistance.3 

However, as described below, the majority of the Organization's activities with regards 
to the School Support Program and the Student Loan Program do not, in fact, appear to 
be conc,jucted for the purpose of advancing education, but rather for the non-charitable . 
purpose of artificially increasing donor tax benefits. · · 

Accordingly, it is our position that the Organization fails to meet the legal 
requirement that it be constituted exclusively for charitable purposes. For this reason, it 
appears there may be grounds for revocation of the charitable status of the . 
Organization under subsections 149.1 (1) and paragraph 168(1 )(b) of the Act. 

2) Failure to Devote Resources to Charitable Activities: 

Based on the Organization's submissions, the Organization's current activities 
include the following: 

I. School Support Program 
The Organization provides grants to approximately 43 Christian schools. The 
total amount of these grants issued by the Organization during the audit period 
was $9,197,509 in 2010 and $8,935,333, in 2009. 

2 See CEAF Foundation brochure submitted by the Organization 
3 For further information refer on objects refer to http://www.cra-arc.gc.ca/chns-gvng/chrts/pplyng/rndl/rnd!-bjcts
eng.html 

http://www.cra-arc.gc.calchns-gvnglchrts/pplyng/mdl/rnd!-bjcts
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·.11. Student Loan Program 
The Organization operates a forgivable loan program for students pursuing a 
post-secondary education at an eligible Christian college or: university. New 
loans issued during the audit period amount to $146,750 (10 loans) in 201pand 
$80,901 (6 loans) in 2009. . . · · · . 

Ill. Bursary Program 
The Organization operates a bursary program, where studen.ts who are able to 
demonstrate financial need can apply to the Organization for a bursary of up to 
$2,500, to assist with the cost of their Christian education. Bursaries granted 
during the audit period totalled $55,500 in 2010 and $31 ,250 in 2009. 

We have considered the Organization's activities to determine whether they 
further any recognized charitable purpose(s). · 

School Support Program 

The School Support Program is the main program ·of the Organization. 
The Organization provides grants to approximately 43 Christian schools, which 
are qualified donees. Each school wishing to participate in the program applies 
annually to the Organization for a grant. Funding can be approved by the 
Organization up to 35% of the school's total operating budget. Each school 
provides an application to the Organization to be approved. Once approved, the 
grant money is distributed to the schools on a monthly basis . 

. On the surface, providing grants to qualified donees by the Organization is 
a reasonable charitable activity, consistent with work normally performed by a 
charitable foundation. However, our audit findings have revealed that the whole 
intent of the School Support Program is to artificially reduce the after tax cost of 
tuition paid by parents with children attending the Christian schools. 

The audit findings show that the source of the Organization's grant money 
is payments from parents, who have opted to split tuition payments into two 
streams, with one portion being paid to and retained by the schools, and another 
portion being remitted to the ·organization.4 The donations received by the 
Organization from parents are then funnelled back to the schools, in the form of a 
grant (less a 1.5% administration fee retained by the Organization). Parents 
receive a donation receipt for 100% of the amount paid to the Organization, plus 
an augmented receipt for the portion of tuition paid directly to the schools. 

4 
Under this arrangement, a· portion of the tuition fees that would normally be collected and deposited into 

the school's bank account is collected from the parents by the school's designated "Community 
Development Officer" and remitted to the Organization. 
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As described _in CRA Information Circular IC75-235

, a portion of tuition 
payments to religious schools may be considered a charitable donation. for which 
donors may receive an official income tax receipt. The calculation of the 
receipted amount of a tuition payment factors in the operating cost of the school, 
as well as the cost per pupil. The Organization's grants. to the schools serve to 
artificially decrease the operating costS of the $Chools, thereby reducing the cost 
per pupil amount. This effectively increases the amount of the official donation 
receipt the_ parent receives from the school. We refer, in this regard, to the 
following excerpt from IC75-23. · 

The provisions of the Income Tax Act do not permit a deduction, as a 
charitable donation, of an amount paid to a school for academic tuition, 
whether the amount was paid for set fees or was a voluntary contribution. 
A gift, to be allowable within the concept of paragraph 110(1)(a) of the 
Act, must be a voluntary transference of property without consideration. 
The consideration here is the ·academic training received by the children 
attending· the school. On the other hand religious training is not viewed 
as consideration fo! purposes of the definition of a gift. 

Under certain circumstances receipts for charitable donations may be 
issued for a portion of an amount paid to attend schools, other than post
secondary institutions or designated educational institutions, which 
operate in this dual capacity. There are two methods of calculating the 
donation portion of amounts paid, depending on how the school 
maintains its accounting rftCOrds. · 

Where such a school which operates in a dual capacity does not or 
cannot segregate the cost of operating the secular portion of the school 
and the cost. of providing religious training, a donation receipt can be 
issued only for that part of the payment which is in excess of the net 
operating "cost per pupil" of the whole school for a school year. The riet 
operating cost of the whole school in this case will be the total operating 
costs of the school including both secular and religious education 
(excluding capital expenditures and depreciation) less miscellaneous 
income, grants and donations from persons with no children in 
attendance, unless such grants or donations were designated for capital 
purposes. "Cost per pupil" will be the above described cost divided by the 
number of students enrolled during the school year. 6 

The documents obtained ahd reviewed during the audit suggest the whole 
arrangement is merely a scheme to increase the amount ofthe official donation 
receipt to which parents are entitled, by manipulating the calculation of donation 
receipts received from the schools. 

· 5 Entitled "Tuition Fees and Charitable Donations paid to Privately Supported Secu Jar and Religious Schools" 
6 For funher information regarding IC75-23 "Tuition Fees and Charitable Donations Paid to Privately Supported 
Secular and Religious Schools refer to: http://www.cra-arc.gc.ca/E/pub/tp/ic75-23/ic75-23-e.html 

http://www.cra-arc.gc.calElpub/tp/ic75-23/ic75-23-e.html
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Our audit findings reveal that the Organization will only fund the grant to 

the school, after the money has been received from the school. Grants are 
approved based on the school's annual applications however the total amount of 
the grant is paid out only when the fees are first received. by the Organization 
from the school. The grants are paid back to the schools on a monthly basis. 
According to the Organization's representations during the audit, if all of the 
money the school committed to collect during the grant application process is not 
received in the year, the grant given bac_k to the school is reduced by this 
amount. · 

When a school becomes part of the Organization's School Support 
Program, they are required to provide their own "Community Development 
Officer" who is a volunteer to promote and explain the program to parents. An 
"Information Letter" is provided by the Organization to be distributed by the 
Community Development Officer to explain the program. It states the following: 

Should I Participate in CEAF? 

The Christian Economic Assistance Foundation (CEAF) is a public 
foundation incorporated in 1972 in Ontario for the encouragement of a 
variety of cultural efforts benefiting the entire Christian community. 
Programs such as the School Program, the School Christian 
Education Program and the Scholarship, Bursary, and Loan Progr_am 
assist average income individuals and families to meet educ~tion 
costs which, to date, are not government funded. · 

In spite of programs such as these, the tax burden for Christian school 
families remains significantly higher thari other faith based schools 
both in and especially outside of Ontario. All faith based schools in 
provinces such as Alberta and B. C. receive government grants up to 
50% of the education costs. These grants can then be deducted in the 
cost formula in determining charitable receipts, thereby providing a 
further tax burden relief for Christian and other faith based families. 

The School Program is a voluntary program for Christian school 
Sl!pporters. predominantly utilized only by supporters whose 
contribution levels exceed the academic cost of education. payable to 
the school. 

Gifts given to CEAF in this manner are given as an act of faith in that 
once the gift is made, the donor no longer has any claims on these 
monies. CEAF has historically provided schools with grants which are 
deducted in the cost formula receipts, thereby providing tax burden 
relief for families. Canada Revenue Agency has reviewed this · 
program numerous times during Christian school audits over the past 
number of years and there have been no re-assessments to date. 

The board sees no reason to ask families to pay more taxes than 
required by government. They have made the school program offered 

http:Progr.am


-8-
by CEAF completely voluntary. This program runs from year to year. If 
families choose not to participate, that is fine: our forms are created 
for different arrangements. · 

If you have further questions regarding CEAF, feel free to call the 
school. 7 

· · 

When a school provides a payment to the Organization for tuition fees 
collected on the Organization's behalf, the school typically provides to the 
Organization a cover letter stating the total amount of the payment attached, as 
well as a listing of families makin~ the current payment. 

For example: · 

1) Willowdale Christian 
1
School provided a payment on September28, 

2010. The cover letter states "Enclosed are cheques for the 2010/2011 
school year from parents of children attending Willowdale Christian 
School." The following page shows a summary of each family name 
and the total remitted, which corresponds to the total payment received 
by the Organization from Willowdale Christian School. The next 
printout is a detailed printout showing all of the monthly payments that 
support this summary, by total. The report is called "Willowdale 
Christian School 2010/2011Tuition Cheques to CEAF". 

2) Durham West Chapter of Durham Christian High Sc;hool cover letter 
·dated December 3, 2010 states "Please find enclosed the cheques for 
the 'School Program' .... this is a completion of my mailing for the 2010-
2011 school year ..... Thank yo.u very much for your ongoing 
assistance of grass-roots parents in our Christian school system. It is 
much 'appreciated." 

3} Chatham Christian High Schools remitted a payment on December 17, 
2010. The cover letter indicates "To follow up on Calvin Christian 
School Society of Chatham's ongoing CEAF applications for the 2010-
2011 school year, enclosed are cheques in the amount of $29,200.03 
for January, 2011. A summary of transactions to date is as follows: 

7 See Jnfonnation Letter submitted by the Organization 

http:29,200.03
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Advanced to CEAF to date 
This advance 

Total advanced 
CEAF administration fee 
Received from CEAF 

Amount payable 

$ 500,000.00 

296,245.19 
29.200.03 

325,445.22 
.- 3,854.39 . 
-252,220.95 

$ 69,369.88 

Attached to the cover letter is a "CEAF System Tuition Batch Posting 
Report" which itemizes the family names and amounts totalling the current . 
payment of $29,200.03. The donations can be traced to ~he Organization's official 
donation listing. · 

4) Cambridge Christian School Society cover letter dated December 1, 
2010 states "Enclosed please find cheque totalling $32,283.00 as . 
donations for the 2010-2011 school year. A listing of the cheques is 
found on the reverse of this letter." · · 

As part of the audit, the applications received by the Organization from the 
schools were reviewed, as well as the correspondence received from the schools 
when remittances were being made. The listings provided with these payments 
from the schools can be traced to the donation detail listing of the Organization. 
Tuition payments collected by the schools and remitted to the Organization as 
donations were receipted by the Organization for the full amount received. As 
above, these amounts were subsequently redirected back to the schools in the · 
form of "grants" to artificially lower the cost per pupil calculation of the particular 
school. · . ' . · · . 

In addition, monthly payment schedules made by the Organization were 
also reviewed. The payments made by the Organization monthly are tracked in a 
spreadsheet showing the approved grant amount, payments made to date, 
current payment, and amount remaining to be paid. 

The audit revealed various tools used by the Organization, and the 
Christian schools to encourage the School Support Program including the 
following: 

1) Community Christian School's website states the following: 
Community Christian School also encourages participation in the 
Christian Economic Assistance Foundation (CEAF). For this program, 
tuition is divided into two groups. ·Based on the number of children 

http:32,283.00
http:29,200.03
http:69,369.88
http:252,220.95
http:3,854.39
http:325,445.22
http:29,200.03
http:296,245.19
http:500,000.00
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attending CCS, some of the cost goes to CCS add the rest to CEAF. 

I . 

Since the Foundation is a registered charity, the money sent to this is 
100% deductible for tax purposes. The foundation pays back to CCS 
the amount given them in the form of a. grant . . This lowers our cost per 
student figure and therefore increases the amount of the tax receipt 
issued by CCS. 8 

. . . . 

2) Wallaceburg Christian School's website states the following: 
A percentage of fees paid is generally allowable as a deduction against 
income taxes, depending on the number of children a family has 
attending WCS. The tuition amount above the cost of student is 
perceived as a donation by Revenue Canada. Parents are encouraged 
to pay this amount to the Christian Economic Assistance Foundation 
(CEAF), via the school. CEAF then gives WCS a grant for the amount 

· it received from WCS supporters. This in tum lowers our cost per 
student.9 

3) Immanuel Christian School's "Tuitfon/Faith Promise" outlines the total 
tuition fees, and encourages a portion of the tuition to be paid through 
the Organization to maximize charitable donation receipts 10

: · . 

Payment Options: 
A. I/We choose to pay the entire tuition to Immanuel Christian School. (see 
above) · · 
201012011 Tuition 
Total to l<;S $ ___ _ 

B. i) I/We would like to support CEAF and would like to donate a portion of our 
tuition to CEAF 
(see separate form.) Allocation of payments between CEAF and ICS can be 
determined utilizing CEAF contribution Schedule. 

ii) I/We will pay the academic cost of education to Immanuel Christian School 
as follows: 

. #Children in JK/SK(3 days) x 1,800 = $ (a)· 
#Children in JK/SK(5days) Gr. 1-8 · x 3,000 = $ (b) 
Total amount to be paid to ICS $ (c)(total of line a+b) 
Amount to be paid to CEAF $ (total tuition minus line c) 
Payment to Immanuel Christian School must be made by post-dated cheques for 
either a single payment on September 1c · 

8 For further details refer to the following website: http://www.ccsdrayton.org/#/tuition/4533894078 
9 For further details refer to the following website: 
http://www:wallaceburgchristianschool.com/com.munication/index.htm 
1° For further details refer to: http://immanuelschool.ca/files/20 l0TuitionFaithPromise_223.pdf 

http://immanuelschool.calfiles/20
http://www:wallaceburgchristianschool.com/communication/index.htm
http://www.ccsdrayton.org!#/tuitionJ4533894078
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The Organization then provides a Contribution Schedule form to be·. 

completed for those participating in the School Support Program as 
follows: 

CEAF encourages parents and supporters of Immanuel Christian 
School to assist CEAF in funding Christian School operating budgets. 
All gifts contributed to CEAF are classified as a c&aritable donation, 
which are eligible for a tax credit upon filing of your personal income 
tax returns. These credits can approxif1)ate up to 45% of the value of 
your donation. The funds received by CEAF are used to assist 
Christian Schools in financing their operating budgets. Grants 
received by the school boards for third parties (Foundation, etc.) 
reduce the net cost per pupil and positively affects the filial calculation 
of the charitable donation. portion of the totl{JI tuition. There is no. 
assurance that funds received. from Immanuel parents/supports will be 
directed to Immanuel; however, past experience has shown that the 
board of CEAF generally allocates grants to Christian Schools within 
communities that have made charitable donations to CEAF. 

Please keep a copy of this fonr1 and a list of your cheques for your 
records. · 

How do l/INe as a supporter make my/our payment to CEAF? 

Supporters qre eligible for a fult donation receipt from CEAF for 
contributions made to any programs administered by CEAF. Please 
note the programs noted above should you want to designate your gift 
to a specific program. Parent donations go directly to the School 
Program. · 

I/We would like to donate the following amount to CEAF 
$ ____ _ 

Please forward post-dated cheques for your CEAF portion along with a 
copy of this schedule to the school office. 

Your cheques should be payable to CEAF-do not put anything in 
the memo line. · 

4) Dundas Calvin C.hristian School states the following information 
regarding the Organization on their website 11

: 

11 For further details refer to: 
http://www.dccs.caJDCCSWeb/documents/Financial%20Commfonent%20Form0/o202012-20 l 3.pdf 

http://www.dccs.caJDCCSWeb/documents/Financial%20Commi'tmenl%20Form%2020
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C.E.A.F. 
The Christian Economic Assistance Foundation (CEAF), in operation 
since 1972, operates for the benefit of Christian schools and their 
parents. According to a formula developed by Revenue Canada, IF 
parents pay part of their school tuition to the school (cost of education 
per child) and part to CEAF, the CEAF portion donated back to the 
school (as a grant) lowers the cost of education which translates into a 
larger donation receipt at the end of the year. Participation in this 
program is optional. Contributions to CEAF may not exceed the 
amounts listed below. All cheqqes payable to CEAF should be sent to 
OCCS. DCCS will forward them to CEAF once they have been 
recorded as received. CEAF cheques should be dated for the 15th of 
the month only. For more .information, please visit their website at 
www.ceaf.ca 1 · 

I 
I wish to donate to C.E.A.F. an amount in excess ofthe 

academic cost of education. My C.EA.F. cheque(s) are enclosed. 

CEAF PAYMENT SCHEDULE 
FOR DCCS 201212013 YEAR 
Amount to pay to: 

DCCSCEAF 
1 child in K 1800 4400 
1 child in K and 1 in Gr. 1-8 4800 6000 
1 child in Kand 2 in Gr. 1-8· 7800 3000 
1 child in Kand 3 in Gr.1-8 10800 0 
.1 chiid in Gr. 1-8 3000 7800 
2 children in Gr. 1-8 600.0 4800 
3 children in Gr. 1-8 9000 1800 
*Please note when making cheques payable to CEAF DCCS needs 
to be paid first. (see example) 

Example: Family A has 2 children in Grade 1-8 plans to make 
monthly payments. · 

/ 

DCCS CEAF Subtotal 
Sept15 $900 . $ 900 
Oct 15. $900 $1800 
Nov 15 $900 $2700 
Dec 15 $900 $3600 > · 

Jan 15 $900 $4500 
Feb 15 $900 $5400 
Mar 15 $900 $6300 

http:www.ceaf.ca


. Apr 15 
May 15 
June 15 
July 15 
Aug 15 
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' $900 $7200 
$900 $8100 
$900 $9000 
$900 $9900 

. $900 $10800 

The fact that the Organization and some of the Christian schools have 
been reviewed by the CRA in the past is not determinative .. The CRA .has not 
provided a final letter endorsing the School Support Program of the Organization 
in the past. 

According to the School Support Program brochure provided by the 
Organization, the purposes of the progra111 ·are to: 

• Implement the CEAF mission with direct grants to schools that are 
registered charities. 

• Assist parents and school treasurers with appropriate financial 
planning .in relation to tax regulations. 

• Lower the cost of Christian education in order to offset the costly 
impact of unfair Government policies across Canada.12 

It should also be noted that the second and third purposes of the School 
Support Program are not acceptable charitable activities. 

The audit findings clearly indicate that the intention of the School Support 
Program is merely a ta>;c scheme to artificially maximize charitable donation 
receipts received by parents for private school tuition fees by improperly 
characterizing tuition payments by parents as grants. This Program is intended 
to circumvent the requirements of the Act "to offset the impact of unfair 
Government policies". · 

Consequently, it is our position that the Organization fails to meet the legal 
requirement that it devote its resources exclusively to charitable activities in 
furtherance of charitable purposes. For this reason, it appears there may be 
grounds for revocation of the charitable status of the Organization under 
subsections 149.1(1) and paragraph 168(1)(b) of the Act. 

Student Loan Program 

The Organization operates a forgivable loan program for students 
pursuing a post-secondary education at an eligible Christian college or university. 

·
12 

See CEAF School Support Program brochure submitted by the Organization. 

http:Canada.12
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New loans issued during the audit period amount to $146,750 (10 loans) in 2010 
and $80,901 (6 loans) in 2009. 

Based on the Organization's submissions during the audit, the procedures 
used for Student Loan Program are as follows: 

• The student applies to the Organization by completing a "Student Loan 
Application" form outlining the institution to be attended, and the 
estimated costs and resources needed by the student. 

• The student is responsible for finding their own funder of the loan. If 
the student can raise the funds required to obtain the loan by soliciting 
an unrelated donor, the loan will be approved by the Organization. · 

• Once approved by the Board, and donor funds have been received by 
the Organization, the loan agreement and promissory note are · 
completed and signed by the student, and the funds for the loan are 
released to the student. 

• Upon completion of their studies, the student is legally required to 
repay the loan, however if the borrower submits a completed "Loan 
Reduction Request Form", the loan will .be forgiven with the exception 
of an administration fee of approximately 3-5%. 

• All Loan Reduction Requests are reviewed by the Board to approve 
the loan to be forgiven ahd depending on individual circumstance, how 
much of an administration fee should be charged (not to exceed 5%). · 

Conducting a forgivable loan program may be an acceptable charitable 
activity under the second category, advancement of education. However, the 
CRA has concerns regarding the Forgivable Loan Program operated by the 
Organization, which are described in further detail below under Donation 
Receipts - Inappropriate issuance of donation receipts - Directed dc;mations. 

Based on our findings, the Organization's Forgivable Loan Program is a 
non-charitable activity as it is operated for the private benevolence of particular 
individuals. As such, it is our position that the Organization fails to meet the legal 
requirement that it devote its resources exclusively to charitable activity. For this 
reason, it appears there may be grounds for revocation of the charitable status of 
the Organization under subsections 149.1(1) and paragraph 168(1)(b) of the Act. 

Bursary Program 

We have reviewed the Organization's bursary program and have not 
identified any compliance concerns. However, this program constitutes only a 
small portion of the Organization's activities relative to the non-charitable 
programs detailed above. 



-15-

It is our position that the Organization's activities overall, fail to meet the 
legal requirement that it devote its resources exclusively to charitable activity. 
For this reason, it appears there may be grounds for revocation of the charitable 
status of the Organization under subsections 149.1 (1) and paragraph 168(1)(b) 
of the Act. 

3) Donation Receipts: 

a) Inappropriate issuance of donation receipts - Directed donations 

A registered charity cannot issue an official donation receipt if a donor 
has directed the charity to give the donated funds.to a non-qualified donee.or 
to specified persons or entities selected by the donor. Such a donation is not 
a gift to the charity, but to the specified recipient. In effect, the charity 
becomes an instrument to allow for receipts to be issued for donations made 
to non-qualified donees, or to persons or entities that are not at arm's length 
to the donor which deliver an unacceptable.private benefit, ih contravention of 
the Act. 13 

. 

A donation subject to a general donor direction that it be used in a 
particular program operated by a·charity is acceptable, provided that all 
decisions regarding use of the donation within a program rest with the charity. 
The donation must be used for the charity's own charitable activities or for 
gifting to "qualified donees" as defined in the Act, and no unacceptable private 
benefit may accrue to the donor or any other person or entity. Compliance 
with these legal requirements means it is necessary to ensure that: 

1. any donor direction is general in nature; · 
2. the board of the Organization assumes actual responsibility 

for making the final decisions regarding usage; and, 
3. donors relinquish ownership and custody of the gift. 

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

. . School Support Program 

· It is the CRA's position that the Organization solicits and receives 
directed donations from the donors of the School Support Program. The 
donors of the Program are the parents of the students attending the Christian 

13 
See IT-11 OR3 Gifts and Official Donation Receipts paras. 15(f) and (g). 

http:donee.or
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school being funded by the Organization. These individuals voluntarily 
participate in the program, and pay a portion of the tuition fees nonnally paid to 
the school to the Organization as a donation, on the unqerstanding that the 
funds will be directed to their child's school in the form of a grant, thereby 
directly reducing the tuition payment required. In addition, the grants from the 
Organization reduce the cost~per-pupil calculation for the child's school, in turn 
maximizing the amount of the donation receipts parents receive from the 
schools. 

Accordingly, by participating in the Organization's program, parents will 
receive a larger don~tion receipt. The Queen v. Friedberg14 discusses the 
definition of a gift under section 118.1 of the Act. and describes the following 
necessary elements: 

i) The property is owned by the donor; 
ii) The transaction is a voluntary transfer of property; and . 
iii) No benefit or consideration flows to the donor. . 

The parents who have donated to the Organization under this program . 
have received a material benefit for their donation in the form of a larger official 
donation receipt. The donation receipts issued by the Organization are not 

. valid gifts, as they are, in effect, tuition payments. 

Consequently, the donations made to the School Support Program do 
not meet the legal definition of a gift. The Act permits registered charities to 
issue official receipts only for dor:iations that are gifts at law. Because these · 
contributions did not qualify as gifts, the Organization was not entitled to issue 
donation receipts for directed donations in the amount of $9, 197,509 in 2010 
and $8,935,333, in 2009. 

Forgivable Loan Program 

Our audit findings indicate that the donations made to the 
Organization's Forgivable Loan Program for the private benefit of particular 
individuals. 

As noted above, the student is responsible forsoliciting a donor to 
provide the funds for their loan. Our audit findings reveal that once the donor 
is found and payment is made to the Organization for that particular student, 
the student will receive the loan. 

14See The Queen v. Friedberg 92 DTC 603 I 
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The following are examples reviewed during the audit of 

correspondence from the donors of the Forgivable Loan Program for new 
loans issued during the audit period: 

1) 'To Whom It May Concern: Please deposit this cheque in support 
of " The loan was for $10,000. The student 
received a loan in 2010, and the Organization's 2010 official 
donation receipt#48369 was issued to the donor for $10,000. 

2) "Dear- Please find enclosed a cheque in the amount of 
· .$15,000, this money is to be directed to for 

'. The student received ·these loans 
in 2010 (there were two letters in the file, one for each donation 
from tt:ie same donor). The Organization's 2010 donation receipt 
#48901 and 2009 official donation receipt #40788 was issued to 
the, donor for $15, OOO each. 

3) "Please direct donation to fund raising for " A loan 
was issued to and the donor received an official 
donation receipt, #47647 in 2010. 

4) "I wish to make this donation of $6,000 on behalf of paying part of 
uition at 

Please accept the payment as a gift and process it toward• 
account". The student received a loan and the donor received an 
official donation receipt, #41127 in 2009. 

. . 

The Organization's submissions at the time of th~ audit indicated that in 
the past, donors related to the students were able to contribute to the 
Forgivable.Loan Program. The Organization stopped this practice when the 
current Development Director began working with the Organization 
approximately six years qgo. Donors of the Program must now be unrelated. 

During the review of loans forgiven in the audit period, it was noted that 
one of the donors made donations to the Organization's School Loan 
Program amounting to approximately $169,000 from 2001to2005. These 
donations were used to provide forgivable loans to three of his children to 
attend Christian College. The father would ·have received official donation 
receipts for these donations, the students would have received tuition and 
education credits, and the loans were later forgiven. This type of 
arrangement further demonstrates that the intent of the Forgivable Loan 
·Program is a tax scheme rather than a charitable activity. 

Whether the donor is related or unrelated to the student receiving the 
loari, it is the CRA's position that these donations are directed donations that 

. deliver an unacceptable private benefit to select students. as well as donors, 
who received donation receipts they were not entitled to given that their . 
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payments did not quc;tlify as gifts. As such, it is our position that the 
Organization improperly issued donation receipts in the amount of $146,750 
in 2010 and $80,901 in 2009 for contributions to this program. 

b) Inappropriate issuance of donation receipts - Issuing receipts not in 
. accordance with the Act and/or its Regulations 

The law provides various requirements with respect to the issuing of 
official donation receipts by registered charities. These requirements are 
contained in Regulations 3500 and 3501 of the Act and are described in some 
detail in Interpretation Bulletin IT-11 OR3 Gifts and Official Donation Receipt.s. 

The audit reveals that the donation receipts issued by the Organization 
use a facsimile signature. Regulation 3501 of the Act and IT-11 OR3 require · 
that when facsimile signatures are used, the official donation receipts must: 

• be pre-numbered by a printing press or numbering machine. 

• be distinctively imprinted with the Organization's name, address and 
registration number. · 

For each of these reasons, it appears there may be grounds for revocation of the 
charitable status of the Organization under paragraph 168( 1 )( d) of the Act. 

The Organization's Options: 

a) No Response 

You may choose not to respond. In that case, the Director General of the 
Charities Directorate may giv~ notice of its intention to revoke the registration 
of the Organization by issuing a Notice of Intention in the manner described in 
subsection 168( 1 ) of the Act. 

b) Response 

Should you choose to respond, please provide your written representations 
and any additional information regarding the findings outlined above within 
30 days from the date of this letter. After considering the representations 
submitted by the Organization, the Director General of the Charities 
Directorate will decide on the appropriate course of action, which may 
include: · 
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• no compliance action necessary; 
• the issuance of an educational letter; 
• resolving these issues through the implementation of a Compliance 

Agreement; or 
• giving notice of its intention to revoke the registration of the · 

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

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

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

.c.c.: John Vanloenen 

-
William Elisen 

Charles VanderMeulen 

Yours sincerely, 

Audit Division 
Kitchener Tax Services Office 

Telephone: . 
Facsimile: (519) 585-2803 
Address: 166 Frederick St. 

Harry Nieboer 

.... 
Dick Kranendonk 

.. 
-

Kitchener, ON 
N2G4N1 

Herman Proper 

-
Elbert VanDonkersgoed 

---



ITR APPENDIX "A" 

Christian Economic Assistance Foundation 

Below please find: 
. I . 

(1) A summary of the issues raised by the Canada Revenue Agency (CRA) in our 
letter to Christian Economic Assistance Foundation (the Organization) of 
January 10, 2013; · · 

(2) A summary of the response provided by the Organization, both in its letter of 
. February 7, 2013, and during the meeting of March 21, 2013, and 

(3) The CRA's conc.lusion. 

Issue: Non-Charitable Purposes 

As detailed in our letter of January 10, 2013, the audit found that the 
Organization's charitable objects are excessively broad, allowing the organization the 
latitude to fund non-qualified donees, and are therefore non-charitable. They fail to 
adequately define and limit the scope of the Organization's activities, potentially 
allowing it to pursue activities that exceed the bounds of charity. 

Some of the Organization's activities in fulfillment of its mission could potentially 
be charitable under the second category, advancement of education, such as the 
provision of scholarships, bursaries, awards and other forms of financial assistance.1 

However, as described below, the majority of the Organization's activities with regards 
to the School Support Program and the Student Loan Program do not, in fact, appear to 
be conducted for the purpose of advancing education, but rather for the non-charitable 
purpose of artificially increasing donor tax benefits. 

Response: 

The Organization notes that these objects were drafted in 1972 and accepted by 
the CRA as charitable. The Organization states that it recognizes that the CRA has · 
developed its charitable registration practices since 1972, and is willing to refine its 
objects with the CRA so that this issue can be resolved. 

At the meeting held between the Organization, representatives. and the CRA on 
March 21, 2013, the Organization requested that the CRA enter into a compliance 
agreement with the· Organization. The Organization's Board of Directors agreed to 
discontinue the School Support Program and the Forgivable Loan Program. The ~urrent 

1 For further inforrnarion refer on objects refer to http://www.cra-arc.gc.ca/chrts-gvng/chrts/pplyng/mdl/mdl-bjcts
eng.html 

/ 

http://www.cra-arc.gc.calchrts-gvng/chrts/pplynglmdl/mdl-bjcts
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Board of Directors would like to continue operating and focus on growing its bursary 
program. The Board felt that the Organization would be able to solicit increased 
donations to support the bursary program: As part of a compliance agreement, the 
Organization would amend its current objects to address the issues noted in the 
Administrative Fairness Letter. ; 

Conclusion: 

· The CRA recognizes that the Board would like to continue with its bursary 
program and amend their objects. However, our review of the Organization's existing 
programs identified that the bursc;iry program amounts to only 1 % of total expenditures. 
As discussed in our previous letter, the majority of the activity within the Organization 
(approximately 99%) has been found to relate to a program that does not comply with 
the requirements of the Income Tax Act. Based on these findings, it is our position that 
the level of charitable activity as compared to the magnitude of non-compliance does 
not warrant a compliance agreement. 

Accordingly, our position remains that that the Organization fails to meet the 
legal requirement at subsection 149.1 (1) that it be constituted exclusively for charitable 
purposes. For this reason, there are grounds for revocation of the charitable registration 
of the Organization under paragraph 168(1 ){b) of the Act. 

Issue: Failure to Devote Resources Exclusively to Charitable Activities 

School Support Program 

The Organization provides grants to approximately 43 Christian schools. The 
total amount of these grants issued by the Organization during the audit period was 
$9,197,509 in 2010 and $8,935,333, in 2009~ 

According to the School Support Program brochure provided by the 
Organization, the purposes of the program are to: -

• Implement the CEAF mission with direct grants to schools that are registered 
charities. · 

• Assist parents and school treasurers with appropriate financial planning in 
relation to tax regulations. · 

• Lower the cost of Christian education in order to offseUhe costly impact of 
unfair Government policies across Canada.2 

It should also be noted that the second and third purposes of the School Support 
Program are not acceptable charitable activities. 

2 See CEAF School Support Program brochure submitted by the Organization. 
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On the surface, providing grants to qualified donees by the Organization is a 
reasonable charitable activity, consistent with work normally performed by a charitable _ 
foundation. However, our audit findings have revealed that the intent of the School 
Support Program is to artificially reduce the after tax cost of tuition paid by parents with 
children attending the Christian schools. 

The audit findings show that the source of the Organization's grant money is 
payments from parents, who have opted to split tuition payments into two streams, with 
one por:tion being paid to and retained by the schools, and another portion being 
remitted to the Organization.3 Parents receive a donation receipt for 100°/Q of the 
amount paid to the Organization, plus an augmented receipt for the portion of tuition 
paid directly to the schools. · 

The audit findings clearly indicate that the intention of the School Support 
Program is merely a tax scheme to artificially maximize charitable donation receipts 
received by parents for private school tuition fees by improperly characterizing tuition 
payments by parents as grants. · 

Fordivable Loan Program 

The Organization operates a forgivable loan program for students pursuing a 
post-secondary education at an eligible Christian college or university. New loans 
issued during the audit period amount to $146,750 (10 loans) in 2010 and $80,901 
(6 loans) in 2009. · 

Conducting a forgivable loan program may be an acceptable charitable activity 
under the second category, advancement of education. However, the CRA has . 
concerns regarding the Forgivable Loan Program operated by the Organization, which 
are described in further detail below under Donation Receipts - Inappropriate issuance 
of donation receipts - Directed donations. 

Response: 

School Support Program 

The Organization's representations indicate that the Board of Directors thought 
· that they were operating the school support program in compliance with the Act, 

specifically the information circular IC75-23, Tuition Fees and Charitable Donations Paid 
to Privately Supported Secular and Religious Schools. The representations also indicate 
that the Organization followed which they believed to be authoritative guidance from the 
Charities Handbook published by the Canadian Council of Christian Charities. The 
Board of Directors representations include the following: 

3 Under this arrangement, a portion of the tuition fees that would normally be collected and deposited into 
. the school's bank account is collected from the parents by the school's designated "Community 
Development Officer" and remitted to the Organization. · 
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• It was always their intent that financial supporters of the Christian schools 
approved for participation in the program had to be broader than the parents . 

. Based on the audit findings, it appears this objective was neglected. 
• The Organization submits that Christian school communities' participating in the 

program do not have prescribed tuition fees per student as normally understood. 
They determine an overall cost of operating the society as well as the Christian 
school and then present that expenditure budget to the membership of the, 
society. Calculations methods outlined in the Handbook are used by the school 

. societies and the Organization. The Organization insisted that all actual tuition as 
determined by means of the calculations be paid in full to the school society 
before any other amounts could be recognized as voluntary for income tax 
purposes. 

• Given the above, the parents sending their children to schools operated by such 
societies, make voluntary gifts in support of Christian education that exceed any 
benefits accruing back to them. The Board of Directors operated with legal and 
ethical integrity by applying the principles and procedures outlined in the 
Charities Handbook. · 

In addition, the Board of Directors state that to the best of their knowledge, no 
parents donating to the Organization received a benefit with respect to their · 
contributions made to the Organization because neither their total commitments to 
contribute a specific total amount towards the advancement of Christian education were 
reduced, nor was the amount they paid directly to the Christian school for tuition 
reduced. 

The Board of Directors recognizes that according to the audit findings, it appears. 
that in some cases Christian schools have treated the program and process other than 
as authorized by the Organization arid its Directors. 

The Organization acknowledges that they h.ave never received a letter from CRA 
endorsing the program, but felt that since no concerns were raised by CRA in the past, 
and based on the clear information in the Handbook, they continued the program in 
good faith. 

On January 22, 2013, the Directors placed a moratorium on the School Support 
Program until the program is completely evaluated. 

Forgivable Loan Program 

The Organization submits that the Student Loan Program is legitimately 
charitable and not operated for private benevolence. The Directors also submit that the 
activity to help students raise funds for the Organization so that approved loan amounts 
could be paid out were not intended as a private benevolence activity. Rather, the intent 
of the Organization was to have students assist it in the Organization's own fundraising 
activities. 
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The Organization states in its corrective actions that in order to comply with the · 
CRA it would no longer allow students qualifying for loans to participate in raising funds 
and would no longer accept designated funds in support or specific students. 

During the meeting between the Organization, its representatives, and the CRA 
on March 21, 2013, the Organization requested that it continue as a registered charity 
and enter into a compliance agreement with the CRA. The Organization agreed that the 
School Support Program and Forgivable Loan Program would cease to operate as a 
result of the audit. 

Conclusion: 

The audit evidence clearly demonstrates that the schools have a set tuition fee. 
Provided that parents ch9ose to participate in the School Support Program, part of the 
tuition is sent to the school directly, and the remaining tuition payable is paid to the 
Organization, which is then paid .back to the schools in the form of a grant. 

The School Support Program document describing the School SupportProgram 
including calculations showing the reduced cost per pupil and larger income tax receipt 
has been circulated by the Organization since 1996. It was reviewed during the current 
audit and the Organization confirmed that the program still operated as noted in the 
document. In addition, several Microsoft PowerPoint presentations describing the 
School Support Program and its tax effects can be found on the various school 
websites. 

The Organization has operated its School Support Program with the same 
structure, for over twenty years. The parents do in fact receive a benefit, an additional 
donation credit for the cost of their child's tuition. In fact, increasing the tuition credit 
available to parents appears to be the clear intention of the program. In addition, these 
payments made to the Organization do not meet the definition of a gift, as the C:1mount is 
not voluntary, but a required portion of the tuition payment. While participation in the 
program itself is voluntary, the total funds required to _be paid by a parent for their child's 
tuition remains the same whether it is funded directly to the school, or in combination 
between the Organization and the school through the School Support Program. 

The CRA also notes that the Charities Handbook published by the Canadian 
Council of Christian Cha'r.ities is not authoritative. In addition, the calculations used by 
the Organization from this Handbook are not applicable to the Organization as audit · 
evidence demonstrates that the schools being funded by the Organization do in fact 
have a set tuition fee. 

The CRA recognizes that the Organization has agreed to cease its School 
. Support Program and Student Loan Programs a_nd is willing·to work with the CRA by 
. taking corrective measures with regards to its remaining non-compliance. However, due 
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to the severity of non-compliance with regards to its programs, our position that the 
Organization fails to meet the legal requirement that it devote its resources exclusively 

· to charitable activities in furtherance. of charitable purposes remains. For this reason, 
there are grounds for revocation of the charitable registration of the Organization under 
paragraph 168(1 )(b) of the Act. 1 

I 

Issue: Inappropriate issuance of donation receipts - Directed donations 

School Support Program 

· The parents who have donated to the Organization under this program have 
received a material· benefit for their donation in the form of a larger officiai donation 
receipt. The donation receipts issued by the Organization are not valid gifts, as they are, 
in effect, tuition payments. 

Consequently, the donations made to the School Support Program do not meet 
the legal definition of a gift. The Act permits registered charities to issue official receipts 
only for donations that are gifts at law. Because these contributions did not qualify as 
gifts, the Organization was not entitled to issue donation receipts for directed donations 
in the amount of $9, 197,509 in 2010 and $8,935,333, in 2009 · 

Forgivable Loan Program 

Our audit findings indicate that the donations made to the Organization's 
Forgivable Loan Program are for the private benefit of particular individuals. 
The student is responsible for soliciting a donor to provide the funds for their loan. Our 
audit findings reveal that once the donor is found and payment is made to the 
Organization for that particular student, the student will receive the loan. 

Whether the donor is related or unrelated to the student receiving the loan, it is the 
CRA's position that these donations are directed donations that deliver an unacceptable 
private benefit to select students. The donors were not entitled to donation receipts as 
their payments did not qualify as gifts. As such, it is our position that the Organization 

· improperly issued donation receipts in the amount of $146,750 in 2010 and $80,901 in 
2009 for contributions to this program. 

Response: 

School Support Program 

The Organization explains that the parents do not pay tuition in a way that is 
normally understood. Instead of tuition, parents make a 'pledge' to cover the expenses 
of the school including all of its programs. They are given the opportunity to pay the 
amount in excess of normally established tuition fees to the Organization. Whether they 
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paid the full amount to the school directly or split the amount between the school and 
the Organization, the amount of their voluntary c·ontribution remained the same. As 
such, the Directors submit that the donations made to the Organization meet the 
definition of a gift. 

Forgivable Loan Program 

The Organization states that in some cases the gifts may be perceived as 
improperly designated, but communications in the files with respect to the donations 
should be interpreted simply as indicating for which loan approved by the Organization 
the donation was suggested. 

The Organization also quotes the Handbook published by the Canadian Council 
of Christian Charities: 

"Charities using a separate fund approach to funding scholarships, bursaries or 
Joans could possibly permit people to designate funds for eligible scholarship or 
bursary recipients as long as eligibility and the assistance amounts are 
independently established under the program and the recipient is at arm's length 
to the person making the designation". · 

As such, the Organization submits that the donations m·ade in support of 
·students who have been independently declared to be eligible for loans have made 
gltt.s, regardless of whether they included a designation or not. 

Conclusion: 

School Support Program 

The audit evidence does not demonstrate that the payments made by parents . 
are optional payments such that they could be considered to be a gift at law. From the 
audit evidence, most, if not all, schools have specific mandatory tuition amounts for 
parents with children in attendance at the school. The total tuition amount to which the 
parents must pay their child's education remains the same whether it is paid directly to 
the school or in combination of payments to the school and the Organization. The 
parent does not have the option to pay a portion to the school, but not pay the 
remainder to the Organization. The fact remains that the paymenfmade to the 
Organization are mandatory tuition payments made for the education of the parent's 
child at a Christian school. '· · 

Consequently, the CRA's position remains· that donations made to the School 
Support Program do not meet th.e legal definition of a gift. In our view, the payments are 
not voluntary, nor are they made without consideration flowing back to the donor. The 
Act permits registered charities to issue official receipts only for donations that are gifts 
at law. Because these contributions did not qualify as gifts, the Organization was not 
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entitled to issue donation receipts for directed donations in the amount of $9, 197,509 in 
2010 and $8,935,333, in 2009. 

Forgivable Loan Prag ram 

As noted above, the Handbook published by the Canadian Council of Christian 
Charities is not authoritative. · 

The Income Tax Interpretation Bulletin IT-110R3, Gifts and Official Donation 
Receipts, speCifically states that a registered charity cannot issue an official donation 
receipt if a donor has directed the charity to give the donated funds to a 
non-qualified donee or to specified persons or entities selected by the donor. Such a 
donation is not a gift to the charity, but to the specified recipient. 

. . 

The CRA'.s position that these donations are directed donations and therefore do 
not qualify as a gift remains. As such, it is our position that the Organization improperly 
issued donation receipts in the amountof $146,750 in 2010 and $80,901 in 2009 for 
contributions to this program. · 

For each of these reasons, there are grounds for revocation of the charitable 
status of the Organization under paragraph 168(1 )(d) of the Act. 

. . 

Issue: Issuing receipts not in accord~nce with the Act and/or its Regulations 

The audit reveals that the donation receipts issued by the Organization used a 
facsimile signature. Regulation 3501 of the Act and IT-110R3 requir~ that when 
facsimile signatures are used, the official donation receipts must: 

• be pre-numbered by a printing press or numbering machine. 
• be distinctively imprinted with the Organization's name, addre$S and registration 

.number, · · · · 

Response: 

The Organization could not identify how the receipts were not in compliance with 
the Regulations. Following the March 21, 2013, meeting with the Organization .. the CRA 
confirmed that the above noted issues with regards to facsimile signatures remain. 

The Organization further referenced the CRA Policy Statement CPS-014, 
Computer-Generated Official Donation Receipts, as perhaps a more current policy with 
regards to electronic signatures. While this policy discusses electronic signatures 

· having the same requirements as facsimile signatures, the details in CPS-014 
discusses what would qualify as an "exact copy" as required for a charity to maintain 
receipt copies in electronic format. It also discusses sending official donation receipts 
electronically and the need for an electronic/Entrust signature when doing so. This 
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. . 

policy is not specific to the pre-printed form requirement of facsimile signatures as noted 
in IT-11 OR3. While the Organization feels that this CRA policy is outdated, 
IT-11 OR3 is the most current policy used to measure the compliance official donation 
receipts. 

Conclusion: 

The Organization's non-compliance with the requirements of the Act with respect 
to facsimile signatures remains. However, this issue is not, in and of itself, a determining 
factor in our decision to revoke the Organization's registration. 



ITR APPENDIX B 

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 
cha·ritable or.ganization for any reason described in subsection 168(1) or where the 
organization 
(a) carries on a business thatis not a related business of that charity; or 
(b) fails to expend in any taxation year, on charitable activities carried on by .it and by 

way of gifts made by it to qualified donees, amounts the total of which is at least 
. equal to the organization's disbursement quota for that year. 

149.1(3) Revocation of registration of public foundation 
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 foundation 
(a) carries on a business that is not a related business of that charity;. 
(b) fails to expend in 'any taxation year, on charitable activities carried on by it and by 

way of gifts made by it to qualified donees, amounts the total of which is at least 
equal to the foundation's disbursement quota for that year; 

(c) since June 1, 1950, acquired control of any corporation; 
(d) since June 1, 1950, incurred debts, other than debts for current operating expenses, 

debts incurred in connection with the purchase and sale of 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 (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 on 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; 

(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. 
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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 another 

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, iri 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 do·es 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 Organizatio_ns-and Associations 

168(1) Notice of intention to revoke registration 
Where a registered charity or a registered Canadian amateur athletic association 
(a) applies to the Minister in writing for revocation of its registration, 
(b) ceases to comply with the requirements of this Act for its registration as such, 
(c) fails to file an information return as and when required under this Act or a regulation, 
(d) issues a receipt for a gift or donation otherwise than in accordance with this Act and 

the regulations or that contains false information, 
(e) fails to comply with or contraver:ies any of sections 230 to 231.5, or 
(f) in the case of a registered Canadian amateur athletic association, accepts a gift or 

donation the granting of which was expressly or impliedly conditional on the 
association making a gift or donation to another person, club, society or association, 

the Minister may, by registered mail, give notice to the registered charity or registered 
Canadian amateur athletic association that the Minister proposes to revoke its 
registration. 
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168(2) Revocation of Registration 
Where the Minister gives notice under subsection ( 1) to a registered charity or to a 
registered Canadian amateur athletic association, 
(a) if the charity or association has applied tq 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 exp.iration of such extended period from the day of 
mailing of the notice as the Fed era! 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 Ministe.r 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 circumstances require, as if the notice were 

·a notice of assessment made under section 152, if 
(a) in the case of a person that is or was registered as a registered charity or is 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 r_egistration, it objects to a notice 
under any of subsections.(1) and 149.1(4.2) and (22); or , . 

(c) 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) ~nd (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 
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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 rthat 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, 

( c) .refuses to accept for registration for the purposes of 'his Act any profit sharing plan 
· or revokes the registration of such a plan, 

(e) refuses to accept for .registration for the purposes of this Act an education savings 
p~n. . 

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

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

(f.1) refuses to accept an amendment to a registered pension plan; or 
(g) refuses to accept for registration for the purposes of this Act any retirement income 

fund, · 
the person in a case described in paragraph (a), (a.1) or (a.2), the applicant in a case 
described in paragraph (b), (e) or (g), a trustee under the plan or an employer of· 
employees who are beneficiaries under the plan, in a case described in paragraph (c), 
the promoter in a cas~ described in paragraph (e.1), or the administrator of the plan or 
an employer who participates in the plan, in a case described in paragraph (f) or (f.1 ), 
may appeal from the Minister's decision, or from the giving of the notice by the Minister, 
to the Federal Court of Appeal. 

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). 
(c) the mailing of notice to the administrator of the r:egistered pension plan under 

subsection 147.1(11), 
( c.1) the sending of a notice· to a promoter of a registered education savings plan under 

subsection 146.1 (12.1 ), or 
(d) the time the decision of the Minister to refuse the application for acceptance of the 

.amendment to the registered pension plan was mailed, or otherwise communicated 
in writing, by the Minister to any person, · 

as the case may be, or within .such further time as the Court of Appeal or a judge 
thereof may, either before or after the expiration of those 30 days, fix or allow. 
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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 sub~ections 149.1 (2) to (4.1 )_and 168(1) 
or it is determined, under subsection 7(1) of the Charitie~ Regjstration (Security · 
Information) Act, that a certificate served in respect of the charity under subsection 5(1) 
of that Act is reasonable on the basis of information and evidence available, 
(a) the taxation year of the charity that would otherwise have included that day is 

deemed to end 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 to 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 period from any source and any income that would be computed . 
under section 3 as if that period were a taxation year; and 

Bis 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 wlnding~up period under 
paragraph (c) of the description of A, each of which is 
(a) a debt of the charity that is outstanding at the end of that taxation year, 
(b) an expenditure made by the charity during the winding-up period on charitable 
. activities carried on by it, or 
(c) an amount iri respect of a property transferred by the charity during the winding-up 

period and not later than the latter of one year from the end of the taxation. year and 
the day, if any, referred to in paragraph (1.2)(c) to a person that was at the time of 
the transfer an eligible donee in respect of the charity, equal to the amount, if any, by 
which the fair market value of the property, when transferred, exceeds the 
consideration given by the person for the transfer. 
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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 intent.ion to revoke the registration 
of a taxpayer as a registered charity 1.,mder any of subsections 149.1{2) to (4.1) and 
168{1) (or, if earlier, immediately after the day on which it is determined, under 
subsection 7(1) of the Charities Registration (Security Information) Act, that a certificate 
served in respect of the charity under subsection 5(1) of that Acfis .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 

(c) 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 cha(ity deal at arm's length with each member of the board of directors or 
truste~s of the particular charity; 

(b) that is no.t the subject of a suspension under subsection 188.2(1); 
(c) that has no unpaid liabilities under this Act or under the Excise Tax Act; 
(d) that has filed all information returns required by subsection 149.1 (14); and 
(e) that is not the subject of a certificate under subsection 5(1) of the Charities 

Registration (Security Information) Act or, if it is the subject of such a certificate, the 
certificate has been determined under subsection 7(1) of that Act not to be 
reasonable. 

188(2) Shared liability - revocation tax 
A person who, after the time that is 120 days before the end of the taxation year of a 
charity that is deemed by 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. · 

6 



- 3 -

168(4) Objection to proposal or designation 
A person that is or was registered as a _registered charity or is an applicant for 
registration as a registered charity that objects to a notice under subsection (1) or any of 
subsections 149.1 (2) to (4.1 ). (6.3). (22) and (23) may; on or before the day that is 90 
days 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 ariy modifications that the . 
circumstances require, as if the notice were a notice of assessment made under section · 
152. 

Section 172: Appeal from refusal to register, revocation of registration, etc. 
172(3) Appeal from refusal to register, revocation of registration, etc. 
Where the Minister 
(a) refuses to register an applicant for registration as a Canadian amateur athletic 

association, · . 
(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, · 

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

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

(d) refuses to issue a certificate of exemption under subsection 212(14), 
( e) refuses to accept for registration for the purposes of this Act an education savings 

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

proposes to revoke the registration of an education savings plan, 
(f) refuses to register for the purposes of this Act any pension plan or gives notice 

under subsection 147.1(11) to the administrator of a registered pension plan that the 
Minister proposes to revoke its registration, 

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

(g) refuses to accept for registration for the purposes of this Act any retirement income 
fund, the applicant or the organization, foundation, association or registered charity, 
as the case may be, in a case described in paragraph (a) or (a.1), the applicant in a 
case described in paragraph (b), (d), (e) or (g), a trustee under the plan or an 
employer of employees who are beneficiaries under the plan, in a case described in 
paragraph (c), the promoter in a case described in paragraph (e.1 ),. or the 
administrator of the plan or an employer who participates in the plan, in a case 
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·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 Appeai 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) the mailing of notice to a registered Canadian amateur athletic association under 

subsection 168(1). · 
(c) the mailing of notice to the administrator of the registered pension plan under 

subsection 147.1(11), 
(c.1) the sending of a notice to a promoter of a registered education savings plan under 

subsection 146.1(12.1), or 
(c) the time the decision of the Minister to refuse the application for acceptance of the 

amendment to the registered pension 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 
thereo~ 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 Registr~tion (Security ( 
Information) Act, that a certificate served in respect of the charity under subsection 5(1) 
of that Act is reasonable on the basis of information and evidence available, 
(a) the taxation year of the charity that would otherwise have included that day is 

deemed 'to end at tht? 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 to 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 
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(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 th~ meaning assigned by subsection (2) in 

respect of a property transferred to another person in the 120-day period that ended 
·at the end of that taxation year. or 

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

Bis the total of all amounts (other than the amount of ari expenditure in respect of which 
a deduction has been made in computing income for the windlng~up period under 
paragraph (c) of the description of A. each of which is 
(a) a debt of the charity that is outstanding at the end of that taxation year, 
(b) an expenditure made by the charity during the winding-up period on charitable 

activities carried on by it. or · 
(c) an amount in respect of a property transferred by the charity during the winding-up 

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

188(1.2) Winding-up period 
In this Part, the winding-up period of a charity is the period,. that begins immediately 
after the day on which the Minister issues a 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 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), 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 

(c) 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. 
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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 Excise Tax Act; 
(d) that has filed all information returns required by subsection 149.1 (14); and 
(e) that is not the subject of a certificate under subsection 5(1) of the Charities 

Registration (Security Information) Act or, if It is the subject of such a certificate, the 
certificate has been determined under subsection 7(1) of that Act not to be 
reasonable. 

188(2) Shared liability- revocation tax 
A person who, after the time that is 120 days before the end of the taxation year of a 
charity that is deemed by subsection (1) to have ended, receives property from the 
charity, is jointly and severally, or solidarify, 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 re~pect 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 ofthe 

charity otherwise deemed by s.ubsection (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 E:xcise Tax Act in respect of taxes, penalties 
and interest, and · 

(ii) 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 
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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 f~r 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 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 a·nd 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 t~is 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 
Where property has been transferred to a charitable organization in circumstances 
described in subsection (3) and it may reasonably be considered that the organization 
acted in concert with a charitable foundation for the purpose of reducing the 
disbursement quota of the foundation, the organization is jointly and severally liable with 
the foundation for the tax imposed on the foundation by that subsection in an amount 
not exceeding the net value of the property. 
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188(5) Definitions 
In this section, 
"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 · · 
8 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" of property owned by a charitable foundation, as of the day of its transfer, 
means the amount determined by the formula 

A-B 
Where 
A is the fair market value of the property on that day, and 
8 is the amount of any consideration given to the foun.dation for the transfer. 

189(6) Taxpayer to file return and pay tall; 
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 I for 
the year, required to file a return of income or an information return under Part I 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 

Pa.rt for tt)e 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, · 
(a) file with the Minister 

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

(b} estimate in the return referred to in subparagraph (a)(i} the.amount of tax payable by 
.the taxpayer 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. 
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. 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 
(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 · 

(ii) 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 
If 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 amateLir 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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