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Canada Revenue
Agency

Agence du revenu
du Canada

REGISTERED MAIL
Forerunner Prayer Force Society
5-1403 9 Ave SE
Calgary AB T2G OT4

JUN - 2 2017
BN: 872018270RR0001
File#: 3013894

Attention: Gerald Solomon

Subject:

Notice of Intention to Revoke
Forerunner Prayer Force Society

Dear Mr. Solomon:
We are writing further to our letter dated April 5, 2016 (copy enclosed), in which you
were invited to submit representations as to why the registration of Forerunner Prayer
Force Society (the Organization) should not be revoked in accordance with
subsection 168(1) of the Income Tax Act (the Act).
We have now reviewed and considered your written response dated May 3, 2016.
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 audit by the Canada Revenue Agency (CRA) has revealed that the Organization is
not complying with the requirements set out in the Act. In particular, it was found that
the Organization failed to maintain adequate books and records, failed to devote
resources to charitable activities, lacked direction and control of its resources outside
Canada, failed to file an information return as and when required by the Act, and failed
to prepare documentation for payments to an employee/director. 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, we wish to advise you that, pursuant to subsection 168(1) and 149.1(1)
of the Act., we propose to revoke the registration of the Organization. By virtue of
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subsection 168(2) of the Act, revocation will be effective on the date of publication of the
following notice in the Canada Gazette:
Notice is hereby given, pursuant to paragraphs 168(1)(b), 168(1)(c),
168(1)(e), and subsection 149.1(1) of the Income Tax Act, that we
propose tchevoke 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
872018270RR0001

Name
Forerunner Prayer Force Society
Calgary AB

Should you wish to object to this notice of intention to revoke the Organization's
registration in accordance with subsection 168(4) of the Act, a written notice of
objection, which includes the reasons for objection and all relevant facts, must be filed
within 90 days from the day this letter was mailed. The notice of objection should be
sent to:
Tax and Charities Appeals Directorate
Appeals Branch
Canada Revenue Agency
250 Albert Street
Ottawa ON K1A OL5
A copy of the revocation notice, described above, will be published in the
Canada Gazette after the expiration of 90 days from the date this letter was mailed. The
Organization's registration will be revoked on the date of publication, unless the CRA
receives an objection to this notice of intention to revoke within this timeframe.
A copy of the relevant provisions of the Act concerning revocation of registration,
including appeals from a notice of intent to revoke registration can be found in Appendix
"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 issue official donation
receipts. This means that gifts made to the Organization would not be
allowable as tax credits to individual donors or as allowable deductions to
corporate donors under subsection 118.1 (3), or paragraph 110.1 (1 )(a}. of the
Act, respectively;
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b) by virtue of section 188 of the Act, the Organization will be required 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 T2046, Tax Return Where
Registration of a Charity is Revoked (the Return). The Return must be filed,
and the tax paid, on or before the day that is one year from the date of the
notice of intention to revoke. The relevant provisions of the Act concerning
the tax applicable to revoked charities can also be found in Appendix "B".
Form T2046 and the related Guide RC4424, Completing the Tax Return
Where Registration of a Charity is Revoked, are available on our Web site at
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. As a result, the Organization may be subject to
obligations and entitlements under the Excise Tax Act that apply to
organizations other than charities. If you have any questions 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, we wish to advise that subsection 150(1) of the Income Tax Act requires that
every corporation (other than a corporation that was a registered charity throughout the
year) file a return of income with the Minister in the prescribed form, containing
prescribed information, for each taxation year. The return of income must be filed
without notice or demand.
Yours sincerely,

TLy

Manconi
Director General
Charities Directorate

Attachments:
- CRA letter dated April 5, 2016
- Your letter dated May 3, 2016
-Appendix "A", Comments on representations of May 3, 2016
-Appendix "B", Relevant provisions of the Income Tax Act
c.c.: Mr. Johnson Charles
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Canada Revenue
Agency
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du Canada
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Forerunner Prayer Force Society
5-1403 9 Ave SE
Calgary AB. T2G OT4
BN: 87201 8270RR0001
Attention: Mr. Gerald Sofomon
File#: 3013894

April 5, 2016
Subject:

Audit of Forerunner Prayer Force Society

Dear Mr. Solomon:
This letter is further to the audit of the books and records of the Forerunner Prayer Force Society
(the Organization) conducted by the Canada Revenue Agency (CRA). The audit related to the
operations of the Organization for the period from January l, 2012 to December 31, 2013.
At our meeting of January 15, 2015, you were advised that the CRA had identified specific areas
ofnon"compliance with the provisions of the Income Tax Act (Act) and/or its Regula/ions in the
following areas.
.

AREAS OF NON-COMPLIANCE
Reference
Issue
230(2)
Failure to maintain adequate books and records
168(l)(b)(c), 149.1(2)
149.1(2), 168(J)(d)
Failure to devote resources to charitable activities
149.1(2), 168(1)(b)
Laclc of direction and control over the use of the
Charity's resources outside .of Canada.
149.1(2), 168(l)(d),
Providing personal/undue benefits.
188.1(4),(5)

.

L

2.
3.
4.
.

5. . Issuing receipts not in accordance with the Act.
6.
7.

Failure to file an information return as and when
required by.the Act and/or its Regulations.
Failure to prepare proper documentation for payment to
an emoloyee/director.

Canada

Regulation 3500, :350 I
149.1(2), !68(!)(d)
149.1(2), !68(1)(c)
149.1(2), 168(1)(b)

'
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-2The purpose of this letter is to describe the areas of non-compliance identified by the CRA
during the course of the audit as they relate to the legislative and common law requirements
applicable to registered charities, and to provide the Organization with the opportunity to make
additional representations or present additional information. Registered charities must comply
with the law, failing which the Organization's registered status may be revoked in the manner
described in section 168 of the Act
The balance of this letter describes the identified areas of non-compliance in further detail.
Areas of Non-Compliance
1. Failure to Maintain Adequate Books and Records

Legislation:
Subsection 230(2) of the Act requires that" Every qualified dance referred to in paragraphs (a)
to (c) of the definition "qualified donee" in subsection 149.1 (I) shall keep records and books of
account - in the case of a qualified donee referred to in any of subparagraphs (a)(i) and (iii) and
paragraphs (b) and (c) of that definition, at an address in Canada recorded with the Minister or
designated by the Minister - containing

a) information in such form as will enable the Minister to determine whether there are any
grounds for the revocation of its registration und.er this Act;
b) a duplicate of each receipt containing prescribed information for a donation received by
it; and
c) other information in such form as will enable the Minister to verify the donations to it for
which a deduction or tax credit is available under this Act.
The policy of the CRA relating to the maintenance of books and records, and books of account,
is based on several judicial determinations, which have held that:
•
•

it is the responsibility of the registered charity to prove that its charitable status should
not be revoked; 1
a registered charity must maintain, and make available to the CRA at the time o(an audit,
meaningful books and records, regardless of its size or resources. It is not sufficient to
supply the required documentation and records subsequent thereto; 2 and

'The Canadian Committee for 1he Tel Aviv Foundation vs. Her Majesty the Queen, 2002 FCA 72 (FCA)
'Supra, footno1e 3; The Lord's Evangelical Church of Deliverance and Prayer of Toronto v. Canada (2004) FCA
397
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the failure to maintain proper books, records and records of account in accordance with
the requirements of the Act is itselfsufficient reason to revoke an organization's
charitable status. 3
·

Audit Findings:

Inadequacies found in the maintenance of the books and records were as follows:
•

Domestic expenditures - The Organization incurred expenditures of $149,989 and
$135,63Jfor the periods ending in 2012 and 2013 respectively. However, it was only
able to provide supporting documentation which consisted of eleven receipts over this
two-year period. In addition, of the eleven receipts provided for verification, only three
receipts, tota!ing $154.49, could be traced to the expense worksheet provided. The
Organization failed to provide documentation to support$ 285,467 of expenditures
incurred during the two year period under review, and as a result, the amounts could not
be verified.

•

Foreign expenditures - The Organization expensed $11,670 and $51,208 for the periods
ending in 2012 and 2013 respectively. The Organization purportedly supp01ted foreign
charitable programs in the Philippines, Thailand, Germany, India, and Japan. However,
the Organization failed to provide documentation to support the charitable nature and
amount of the expenditures.

•

Agency agreements - The Organization purportedly supported charitable programs in the
Philippines, Thailand, Germany, India, and Japan. During t.he audit, only one agency
Agreement, for an agent in Germany was provided for our review and determined to be
inadequate. The agreement failed to contain enough detailed information to support that
the Organization maintained direction and control over the use of its resources outside
Canada. In addition, our review revealed that no formal agreements are in place for the
purported charitable programs the Organization supported in Thailand, the Philippines,
India and Japan.

•

Minute book- The.following were some of our findings:
}

TI1e board of directors resolved to hold quarterly meetings, yet they continue to
hold arurnal meetings.
} The board of directors resolved to prepare a budget; however, no budgets have
been prepared since 2010.
} The minute book was found to be disorganized and <lid not contain all relevant
documentation.

3

(Col_lege Rabbinique de Montreal Oir 1-Iachaim D'Tash v. Canada (Minister of the Cusloms and Revenue Aoency
~
'
(2004) FCA 101; Act section 168(1)
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-4Bank reconciliations - During the audit, the Organization's Execlltive Director, advised
that he reconciles the bank on an ongoing basis; however no formalreconciliations were
provided for Ollr review.

•

General ledger - The Organization failed to maintain proper books and records.
Specifically, the Executive Director, who maintains the books and records failed to
maintain a generalledger. Instead, he makes notes on the bank statements and has various
working copies ofrevenue and expense summaries. Furthennore, Olli' alldit determined
that the totals on the summaries do not reconcile to the amounts reported on the
Organization's T30l0 or the financial statements provided. As a result, we were unable to
verify the amounts reported as revenue and expenses.

•

Segregation ofrecords -The Organization's Execlltive Director uses the Organization's
bank account for many of his personal purchases. Specifically, he uses the Organization's
debit card and credit card to make personal pllrchases. Our review conclllded there is no
segregation between his personal records and the Organization's records.

•

Mileage log-The Organization's vehicle is used by the Organization and personally by
Executive Director. Our audit revealed that a mileage log is not maintained and, as a
result, we are unable to verify the amounts claimed as motor expenses incurred for
charitable purposes.

•

Cash transactions - A significant portion of the Organization's business is conducted
through cash transactions. The Organization failed to provide documentation to verify the
amounts incurred or the charitable purpose of the transactions.

•

and loan activity- During the alldit, the Executive Director of the
Organization advised that he received a n - after
, and
had invested some of the money into the Organization. In addition, he advised that he
personally owned and operated several bllsinesses dllring the audit period, each of which
loaned money to the charity, and vice versa. During the audit We found evidence in the
bank statements of money being transferred into and out of the bank account from other
accounts; however, documentation was not provided to verify whether the amounts are
donations,- money, or loan repayments.

Conclusion:
It is our view that the Organization failed to maintain adequate books an.d records. Under
paragraph 168(1 )(e) of the Act, the Minister may, by registered mail, give notice to the charity
that the Minister proposes to revoke its registration becallse it fails to comply with or
contravenes section 230 of the Act, dealing with books and records. It is our position the
Organization has failed to comply with and has contravened section 230 of the Act. For this
reason alone there may be grounds to revoke the registered status afthe Organization.

-52. Failure to Devote Resource.s to Charitable Activities

Legislation:
Under subsection 149. l (1) of the Act, a "charitable foundation" is defined as "a co1poralion or
trust that is constituted and operated exclusively for charitable pwposes, no part of the income
ofwhich is payable to, or .is otherwise available for. the personal benefit ofany proprietor,
member, shareholder, trustee or sell/or thereof .. "
Other than performing its activities, a registered charity can also gift to qualified donees. A
qualified do nee is defined in paragraph 110.1 (I) (a) and the definitions "total charitable gifts"
and "total crown gifts" in subsection 118. I ( 1). Qualified donees are as follows:
• A registered cbarity;
• An RNASO (Registered Arts Service Organization) [(since under 149.1(6.4) it
should be treated as a registered charity and classified as a charitable
organization]
• An RCAAA (Registered Amateur Athletic Association);
• Certain housing corporations;
• A municipality in Canada;
• The United Nations or one of its agencies;
• A university outside Canada found in Schedule VII of the Act;
• A charitable organization outside Canada to which Her Majesty in the right of
Canada or a province has donated (found in IC 84-3R5, "Gifts to Certain
Charitable Organizations Outside Canada");
• Her Majesty in the right of Canada.
Audit findings:

a.
During the period under review, the Organization made gifts to non-qualified donees
Specifically, the Organization provided funds to a member of the
in the amount of$ I,500in2012 and $2,800 in 2013. The stated purpose
was to support a - project involving sending containers of educational materials,
school furniture, solar panels, tools and physiotherapy equipment to Thailand. We
. determined that the
is not a registered charity and, as a
result, the amounts gifted have been made to a non- qualified donee.

·,
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Employee Loan ·
The Organization loaned money to an employee totaling $3,900 in 2012 and $3,000 in
2013, to cover personal living expenses. The amounts were recorded on the
Organization's balance sheet as loans receivable. The Organization's approved activities
do not include the lending of money to employees; therefore, we have determined the
resources of the Organization are not being devoted to its charitab.le activities,

c.

Executive Director Loan
The Organization loaned money to the Executive Director in the amount of $1,950 for
the period ending in 2012 and $25,300 for the period ending in 2013. Initially, the
Executive Director indicted the money was loaned to his roommate, however no
documentation was provided to supp01t that assertion. Furthermore, the Organizations'
activities do not include the !ending of money to its employees.; therefore, we have
determined the resources of the Organization are not being devoted to its charitable
activities.

d.

Personal Expenses
Our audit r.evealed that the Organization included expenditures which were detem1ined
to be personal expenses of the Executive Director, as noted on the Organization's bank
statements. Furthermore, the Executive Director confirmed they were his personal
expenses in the amount of $1,841.13 for the period ending in2012. Specifically, one
entry in the amount of $168.34 was determined to be an expense for a personal printing
business the Executive Director operates out of the space rented by the Organization. In
addition, other amounts included personal purchases at phannacies, cafes and grocery
stores.

e.

Personal Meals
Our audit determined the Organization incurred meal expenses in the amount of
$411.12 and $455.42 for the periods ending in 2012 and 2013 respectively.
The Organization failed to provide documentation to support the charitable nature of the
meal expenses incuned. Accordingly, we have deemed the amount to be the personal
expenses of the Executive Director.

f

Home. Office Expenses
During 2012, the Organization paid the Executive Director $350 per month for the use
his home office; for a total of $4,200. In addition, the Organization incurred $800 in
moving expenses to cover the costs incurred when the Executive Director moved from
one personal residence to an_other. The Organization leases office space for the use of
the Executive Director, therefore, we have determined the home office expenses are not

-7charitable in 11ature. Furthermore, the moving expenses were determined to be personal
expenses and not incurred for charitable purposes. The Organization's activities do not
state that the charity's resources are to be used to pay for a home office and moving
expenses for the Executive Director of the Organization.

g.

Vehicle Expenses

The audit revealed the Organization was gifted a 1994 Ford Aerostar van in 2012. The
Executive Director stated:he van is used 75% for organizational use and 25% for his
personal use. Furthermore, the Executive Director st~ted that he submits 75% of the
expense receipts to the Organization for reimbursement and the other receipts are.
discarded: The Organization pays for the vehicles operating expenses including
insurance and licences. Furthermore, the Organization failed to provide documentation,
including invoices or mileage logs to support the amount and purpose of the
expenditures incurred. As a result, we have concluded the Organization failed to devote
its resources to charitable activities.

h.

Moving Expenses

The Organization incurred moving expenses of$1,200 to relocate an associate of the
Executive Director f r o m - t o - in 2012. In addition, costs of$1,800
were incurred to store items the Organization allegedly purchased, at the associate's
personal residence i n - a~d the11in In addition, the Organization paid
$1,100 in additional moving expenses for the period ending in 2013. The audit
determined the expense was not charitable in nature and does not relate to the activities
ofthe Organization.
i.

Calendar Project

The audit revealed based on working papers prepared by the'Executive Director that a
Community Calendar Project the Organization was involved in was outsourced to
. The Executive Director has a connection with this
corporation. The expenditures related to the proj eel were $22,545 in 2011. The
calendars have never been produced. Furthermore; there was no bidding process to
determine the best company for the job. In addition, during the initial interview, the
Executive Director indicated t h a t - was his business; however, it does hot appear
he has.ownership in that business. Based on these facts we have concluded that the
Organization has failed to devote its resources to charitable activities.
Conclusion:

Based oh the findings detailed above, it is our view that the Organization may be in
contravention with the Act as it has not devoted its resources to charitable activities. Under
paragraph l68(l)(e) of the Act, the Minister may, by registered mail, give notice to the

'
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-8charity_ that the Minister proposes to revoke its registration.because it fails to comply with the
Act. For this reason alone there may be grounds to revoke the registered status of the
Organization.

3. Lack of Direction and Control Outside Canada
Legislation:

The Act permits a registered charity to carry out its charitable purposes both inside and
outside Canada, in only two ways:
•

•

It can make gifts to other organizations that are on the list of qualified donees set
out in the Act. Qualified donees include Canadian registered charities, certain
universities outside Canada, the United Nations and its agencies and a few foreign
charities.
·
It can carry on its own activities. In contrast to the relatively passive transfer of
money or other resources involved in making gifts to qualified donees, carrying
on one's own activities implies that the Canadian charity is an active and
controlling participant in a program or project that directly achieves a charitable
purpose.

In order to give meaning and effect to the Act, a charity must continue to meet all of its
obligations whether the activities are undertaken directly, through "agency agreements or
through any other arrangements. While we have never insisted on the absolute need for a
written instrument, we recommend it as ameans of meeting the requirements of the Act.
Notwithstanding the manner by which a charity chooses to meet its obligations, it must
provide documentation or other tangible evidence to substantiate that it met the requirements
of the Act with respect to the direction and control of its resources.
Since the Act requires a charity to show that it effectively directs and actually controls its
own activities, the agency agreement that a charity puts in place and the manner that the
charity implements _that agreement must allow the charity to discharge its statutory
obligations.
From time to time the Charities Directorate has suggested certain guidelines for agency
agreements in order to help charities understand all the requirements of the Act.· For a
number of years, we discussed these guidelines· with individualcharities on a case-by-case
basis. As we identified a growing need in the charities sector for more information on this
subject, guidelines have been made available to the public and the sector as a whole through
our Internet site.
By observing these guidelines and by keeping proper books and records, a charity silould be
able to discharge its evidentiary burden of establishing that its principal-agent relationship
existed in fact, and that it maintained effective direction and actual control over its resources

-9at all times . .In the final analysis, the true test of whether a charity was responsible in a
direct, effectual, and constantmanner over its resources and activities is not shown by how
well it has crafted an agreement but rather, how Well it has implemented it through time.
Therefore, it is incwnbent upon the charity to show that it has properly implemented any
agreement it claims is in place.
, ........".
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The existence of either a written or verbal agency agreement is only one ex'~il)pl~, qfyv
evidence required to. show that a sufficient principal-agent relationship truly'ekiMs:· The
charity through docwnented evidence, must demonstrate that actual events transpired which
prove the continued existence of the principal-agent relationship. Thus, the charity must
provide the CRA with a means of examining the internal decision making mechanisms
within the charity's own structure through records, such as: minutes of board meetings;
internal communications and memoranda; as well as policies and procedures that show that
the charity, by directing and controlling each of its activities, acted as the guiding-mind in
the principal-agent relationship. In addition, the charity must provide source documentation,
reports, and the vru:ious otherinstruments it received from its agent showing that throughout
the life of the principal-agent relationship, the agent reported back to the principal in such a
manner and frequency·as to a!lowthe principal to make informed decisions about the
resources and projects for which the principal was responsible.
It is the CRA's view that this type of reporting mechanism is necessary for the charity to
clearly demonstrate that it maintains an adequate level of control and accountability over the
use of its funds. These reports would have to be kept with the charity's other records and
books or account at the address recorded with the.CRA.

For purposes of the Act, when a registered charity merely transfors its resources to another
entity (assuming the entity is a non-qualified donee), but fails to maintain effective direction
and actual control over those resources, the result is the same a gift to a non-qualified
donee. Allowing a non-qualified donee to take near total control of the resources ofa
registered charity nullifies the purpose and intent of the Act.

as

Guidance CGc002, Canadian Registered Charities Canying out Activities outside Canada,
includes a set of guidelines that we use to help us assess how much effective direction and
actual control a registered Canadian charity exercises in greater detail. The guidance can be
found at the following website: http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/tsdcnd-.cng.html.
Where an agreement exists only in verbal form, or where some of the elements outlined in
the aforementioned guidelines are not explicitly expounded in a written agreement, the CRA
will look at all suppor\ingdocumentation as well as the conduct of both parties to ascertain
whether or not the registered Canadian charity maintained effective direction and actual
control through its relationship with the other organization. The registered Canadian charity
must not only show that an appropriate agreement existed (written or otherwise),. it must also
show that the agreement was implemented in a manner that clearly demonstrates that the

·~
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- 10 registered Canadian charity exercised direct, effectual, and constant responsibility for
undertaking the charitable activities to which its resources were applied.·. In effect, the
registered Canadian charity must show that it acted as the principalJhrough the
implementation of the agreement.
Audit Findings:
The audit revealed that the Organization incurred expenditures for charitable acti~ities.
conducte1 outside of Canada in theamount of $11,670 in2012.<1ncl $ .51,208 in 2013.The
activities were conduCted in Germany, Philippines, Thailand, India and Japan. Our review
revealed the following details:
Gerrnany

The Or anization has an agent in Germany,
of the
, which is located in
The church has ongoing
projects in India and the Organization has provided fundingof$160 in 20I2 and $9,770 in
2013. The agency agreement was provided for our review; however, it failed to detail the
measures the Organization has in place tb ensure it retains direction and control of the funds
that it provides for the charitable programs conducted through its agent in Germany.
Specifically, the agency agreement contains provisions for the recipients of the funds tb
acknowledge the receipt of the funds, but there is no provision for any accountability of the
funds, other than a statement in the agreementtbat the
personnel will
monitor the use of the funds. Furthermore, the Organization fails to maintain any.
documentation to verify that funds were used for charitable purposes.
India

During our audit the Organization advised they have an agency agreement with an individual
in India; however, were unable to provide the name of the individual or a copy of the agency
agreement Furthermore, the Organization revealed that some of the charitable work in India
is conducted by
, an organization which operates
various orphanagesjn India. Our audit determined that during 2012, the Organization
provided funds including, $1,l 0 0 - $1,200 to an unidentified group in India, and $600
to the
in India. In 2013, itprovidedfondirig in the amount of$3,370 to
the
, $2,460 to
, $5,426 to the
$19,200 to the
, $800 to the
' and $6,390 to
support 8 missionaries conducting charitable work in the country. We confiffiled thefunds
provided to the
were wire transferred and the rest of the funding
was purpmtedly personally delivered personally by the Executive Director of the
Organization on various trips to India. Furthermore, the Organiz<tticm failed to provide
agency agreements or documentation·to support:the charitable pl)q)ose ofthe expenditures
and the measures in place to ensure it retains direction and control of the funds provided for
the charitable programs, other than a few pictures of the residents at one ofthe orphanages.

/l/L/-10.

- 11 Japan
A volunteer with the Organization was involved with the tsunami disaster in Japan and he
made some contacts while there. During 2012, the Organization wire transferred funds in the
amount of$8,l50 to one on his unidentified contacts in Japan. Our audit revealed the
Organization failed to provide any documentation to support this expenditure. Specifically,
the Organization failed to provide an agency agreement, the name of the individual the
money was transferred to, the charitable purpose of the expenditure and what dir.ection and
controls where put in place ensure the funds were used for the intended purpose.

<
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Conclusion:
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The audit has raised serious concerns with respect to the Organization's forei~~-~ctivi~ie~~' ' • ·...
The Organization only provided one agency agreement for activities conducted through an
agent in Germany. This agreement did not discharge the Organization's evidentiary burden
of establishing that its principal"agent relationship existed in fact, and that it maintained
effective direction and actual control over its resources at all times .. Furthermore, the
Organization failed to provide agency agreements for the foreign activities conducted in tlle
Philippines, Thailand, India and Japan. As a result, we have determined the Organization
made gifts to non-qualified donees outside of Canada, as it is unable to show that it
maintained control of its resources and, as result, is in contravention of the purpose and intent
of the Act. For this reason alone there may be grounds to revoke the registered status of the
Organization under paragraph l68(l)(e) of the Act.
4; Providing Personal/Undue Benefits:
Legislation:

The Organization is registered as a charitable organization. The definition of a charitable
organization'in subsection 149.l(l) of the Act is "an organization.... no part oftlie income of
which is payable to, or otherwise available for, the personal benefit of any proprietor, member,
shareholder, trustee or settler thereof".
The meaning of undue benefit in subsection 188.1(5) of the Act is ... an undue benefit conferred
on a person ... includes a disbursement byway of a gift or the amount of any part of the income,
rights, property ... that is paid, payable, assigned ... for the personal benefit of any person who is a
proprietor, member, shareholder, trustee or settlor of the charity or association, who has
contributed or otherwise paid into the charity or association more than 50% of the capital of the
charity or association, or who deals not at arm's length with such a person or with the charity or
association, as well as any benefit conferred on a beneficiary by another person, at the direction
or with the consent of the charity or association, ...

~ 't,

- 12 Audit Findings:

The Organization has provided undue benefits to a number of beneficiaries. Each will be detailed
in the following paragraphs:
a.

The Organization's Executive Director operates a - business named out of the same space as the Organization. The Organization leases
the space from the Evangel Christian Assembly; however, there are no lease agreements
between. and the Organization, nor is there any money exchanged. Furthermore, the
Executive Director advised that he operates. as a not-for-profit business, with all of
the excess profits being donated to the Organization. However, no documentation was
provided to support this assertion.
Our audit determined the Organization has conferred ru1 undue benefit t o . in the
amount of $1,719 for 2012 and $2,305 for 2013. The benefit was determined based on the
fact the Organization's rented space consisting of 3000 square feet, of which 6% or 1 SO
sq. feet is attributed t o - as calculated below:

Occupancy costs, as per T3010
% of costs attributed to business
Value of benefit

2013
$38,425.00.
6.00%
$2,305.50

2012
$28,650.00
6.00%
$1,719.00

b. Employee Loan

The Organization loru1ed money to an employee totaling $3,900 in 2012 and $3,000 in
2013, to cover personal living expenses. The amounts were recorded on the
Organization's balance sheet as loans receivable. We have determined the Organization
conferred an undue benefit of $3,900 and $3,000 for the periods ending in 2012 and 2013
respectively.
c. Executive Director Loan

Our audit revealed the Executive Director used the Organization's records to track his
personal expenses which were paid by the Organization on his behalf. During the initial
interview, he indicated that the money loaned to him by the Organization applied to both
he and h i s - However, the books and records of the Organization only contain
reference to loans to the Executive Director and we have attributed the entire amount to
him. Accordingly, the Organization conferred an undue benefit on the Executive Di.rector
in the amount of$i,950 for the period ending in 2012 and $25,300 for.the period ending
in 2013 respectively.

- 13 d.

Personal Expenses

Our audit revealed that the Organization included expenditures which were determined to
be personal expenses of Executive Director, as noted on the Organization's bank
statements. Furthermore, the Executive Director confirmed that the amounts were
personal expenses of$1,841.13 for the period ending it1 2012. Specifically, one entry in
the amount of $168.34 was dete.rmined to be an expense for a personal printing business
the Executive Director operates out of the space rented by the Organization. In addition,
other amounts included purchases at pharmacies, cafes and grocery stores.
,._.,,".

e. Personal Meals
Our audit determined the Organization incurred meal expenses in the amount of
$411.12 and $455.42 for the periods ending in 2012 and 20 l 3 respectively.
In addition the Organization failed to provide documentation to support the charitable
nature of the meal expenses incurred. Accordingly, we have deemed the amount to be an
undue benefit to the Executive Director.

f.

Home Office Expenses

During 2012, the Organization paid the Executive Director $350 per month for the use
his home office, for a total of $4,200. In addition, the Organization incurred $800 in
moving expenses io cover the costs incurred when the Executive Director moved from
one personal residence tci another. The Organization leases office space for the use of the
Executive Director, therefore, we have determined the home office expenses are not
charitable in nature. Accordingly, we have deemed the amount to be an undue benefit to
the Executive Director.
g.

Vehicle Expenses

The audit revealed the Organization was gifted a 1994 Ford Aerostar van in 2012. The
Executive Director stated the van is used 75% for Organizational use and 25% for
personal use. Furthe1more, the Executive Director stated that he submits 75% of the
expense receipts to the Organization for reimbursement and the other receipts are
discarded. The Organization pays for the vehicles operating· expenses including
insurance and licenses. Furthermore, the Organization failed to provide documentation,
including invoices or a mileage logs to support the amount and purpose of the
expenditures incurred. As a result, we have concluded the Organization conferred an
undue benefit to the Executive Director. ·
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h.

Moving Expenses
The Organization incurred moving expenses of $1,200 to relocate an associate of the
Executive Director from to in 2012. In addition, costs of $1,800 were
incurred to store items the Organization allegedly purchased, at the associate's personai
residence i n - and then i n - In addition., theOi:garnzation paid $1,lOO in
additional moving expenses for the period ending in 2013. The audit determined the ..
Organization conferred an undue benefit to the Executive Directors associate.

Conclusion:
Based on the findings detailed above and the infunnation on file, it is our view that the
Organization appears to be in contravention with the Act. The Organization has conferred undue
benefits to its employee as·well as the director and the director's associates. For this reason alone
there may be grounds
to - reyoke the registered status
of the.' Organization.
. -'
'

S. Issuing Receipts no tin Accordance with the Act:
Legislalion:
Pursuant to subsection 118.1(2) of the Act, a registered charity can issue tax receipts for income
tax purposes for donations that legally qualify as gifts. The Act requires the registered charity to
ensure the information on its official dona.tion receipts is. accurate. The requirements for the
content of the receipts are listed in Regulation 3501 ofthe Act. Aregistered charity could have
its registered.status revoked under paragraph 168(1 )( d) of the Act for issuing tax receipts that
contain false information.
·
It is of particular importance that the registered charity reports the correct value of the gift on the
tax receipts. Given the potential uncertainty over their valuation, the Act stipulates that the "fairmarket value'' (FMV) of a gift of non'cas.h propertyto be reported on.the tax receipts. The CRA
recognizes the complexity .of va luatirig non'cash property and recommends the use of an
independent appraiser where a registered charity issues a tax receipt of significant value for giftin-kind. We recognize that appraisals are not required under the Act orits Regulations; however,
it is our view that the onus remains with the charity to ensure the value assigned to non-cash gifts
received is reflective of the factual fair market value of the goods being received. For property
with a.value in excess of $!,OOO, we strongly recommend that the property be appraised by an
independent third party. The person cleten1lining the fairmarket value of the item should be
corn petent and qualified to evaluate the. particular property being donated, as well as be
knowledgeable about the marketplace for the specific property. They should be knowledgeable
about the principles, theories, and procedures of the applicable valuation discipline and follow
the Uniform Standards of Professional Appraisal Practice or the standards ofthe profession.
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- 15 Additionally, we would like to inform you that certain an1endments to the Act were introduced as
part of Bill C-33 tabled in Parliament on March 23, 2004, that came into force May 13, 2005. As
part of the amendments, a registered charity that issues an official donation receipt that includes

~~~~~~.c~~1so;:\i~ni~~~~:~~est~ a1b~~~~ :;~;!:~ i~~a~;i~~e ~\~~\~I~ ~~;~'.1t stated o\~~~~\\\~}~'.\'; ;
A registered charity that issues an official donation receipt that includes false informatihn is
liable to a penalty equal to 125% of the eligible amount stated on the receipt, where the total
does not exceed $25,000. Where the total exceeds $25,000, the charity is liable to a penalty equal
to 125% and the suspension of tax-receipting privileges. However, given the serious nature of
non-compliance, we are of the opinion that revocation of the Organization's charitable status is a
more appropriate measure as explained below.
·
Audit Findings:

We noted the following concerns regarding the official donation receipts:
a. The Organization's name is ForenUlller Prayer Force Society, but the official donation
receipts read Forerunner Prayer Force;
b. The name, Canada Revenue Agency, and the website address www .craarc~gc.ca/charities are missing from the receipts;
c.. The place or locality from where the receipt was issued is missing;
d. The date on which the gift-in-kind was received is missing from the receipt;
e. The gift-in~kind receipts do not contain the.appraisal's name and address.
f. The copies of official donation receipts that were retained by the Organization did not
have an official signature;
g. Donation receipts were issued to non-qualified donees.
h. To replace a lost official donation receipt, the Organization must issue a replacement
receipt containing all required infonnation plus a notation to the effect that "This cancels
and replaces receipt#_._." In addition, the Organization's copy of the lost receipt must
be marked "Cancelled;"
1.
Receipt number 2012-46 was used twice;
J. The Organization received funds from two registered charities - the Evangel Christian
Assembly and St. Paul's United Methodist Church - and provided an official donation
receipt in each case. Cl1arities should not issue official donation receipts to other
registered charities. The Organization could instead issue a letter of acknowledgment to
the donor charities and provide its registration number to them;
k. Receipt numbers 2012-01 to 2012-l 7, 2012-19 to 2012-21, and 2012-27 are missing from
the 2012 year. Receipt numbers 2013-0 l and 2013-02 are missing from the 2013 year;
I. Receipt number 2013-17 was issued to
., and an individual.
Official donation receipts should only be issued to one dohor.
m. Donations for 2013 appear to have been received and deposited in 2014 (as late as
March). Donation receipts should be issued for the year in which the donations were
received. The same is true for the 2012 year.

---···-·---------····-----------·------

- 16 Conclusion:

Under paragraph 168(1 )(d), the Minister may, by registered mail, give notice to the registered
charity that the Minister proposes to revoke its registration if it issues a receipt otherwise than in
accordance with the Act and its Regulations. Issuing a donation receipt where there is no gift, no
donative intent or the information on the receipt is false, is not in accordance with the Act It is
our position that the Organization has issued receipts otherwise than in accordance with the Act
and the Regulations.

6.. Failure to File an Information Return as and when required by the Act.
Legislation:

Pursuant to subsection 149.1(14) of the Act, every registered charity must, within six months.
from the end of the charity's fiscal period (taxation year), without notice or demand, file a
Registered Charity Information Return with the applicable schedules.
It is the responsibility of the Organization to ensure that the information that is provided in its
Information Return, schedules and statements, is factual and complete in every respect. A
charity is not meeting its requirement to file an Inforn1ation Return if it fuils to exercise due care
with respect to ensuring the accuracy thereof.
Audit Findings:

We noted the following errors on the T3010 information returns:
a. Line 4000 (question Cl 1)- when asked if the Organization received gifts-in-kind for
which it issued official donation receipts, the Organization answered "No." It should have
answered ''Yes";
b. Schedule 2, line 210 - the Organization said that it does not have any kind of formal
agreements in place for its activities outside Canada, when it fact it did;
c. Schedule 2, line 250 - the Organization said that none of its programs outside of Canada
were carried ·out by volunteers; however, during the initial interview Mr. Solomon stated
that one of its volunteers took money with him on his trips overseas to help with various
programs;
d. Schedule 5, line 515 should have been checked, as the Organization received a van for
which it issued an official donation receipt;
e. Schedule 5, line 580 is blank; however, it should contain the value of the van that
appeared on the official .donation receipt;
f. Line 4510-the Organization received two donations from other churches in 2013. They
were reported on line 4500 as opposed to line 4510;

- 17 g. Lin.e 4610 ~the Organization rents the back room of its building to other church groups
for their regular services. 111is revenue was reported as other revenue on line 4650, but
should be reported on line 461 O;
h. Li11e 4880 should include the full amount of the compensation expense; however, it only
includes the amount of the take-home pay;
i. Lines 5000 to 5100 were not completed correctly; and,
J. Lines 5900 and 5910 were not completed.

Conclusion:
Under paragraph 168(l)(c) of the Act, the Minister may, by registered mail, may give notice to
the charity that the Minister proposes to revoke its registration because the charity fails to file a
Registered Charity Information Return as and when required under the Act or a Regulation. For
this reason, it appears to us that there may be grounds for revocation of the charitable status of
the Organization based on our findings above.
7. Failure to Prepare Documentation for Payments to an EmployeefDirector;

legislation:
Where salaries or wages are paid, the Act requires annual T4 Summaries and T4 Statements of
Remuneration Paid be prepared by the employer !TA Regulation 200(1). In addition to the
salaries and wages actually paid, the T4 Sununaries and T4 Statements of Remuneration Paid
must also include the value of all taxable benefits conferred on employees in the year paragraph
6(l)(a) of the !TA. T4 Summaries of remuneration paid must always be based on the calendar
year.

Audit Findings:
Our audit ftndings revealed the Executive Director did not realize that the Organization was
required to issue T4As for honoraria. In 2013, it.gave an honorarium to an associate of the
Executive Director in the an10w1f of $746 and an honorarium of $3, 120 to the Executive
Director. The Organization failed to issue T4As for the honorariums paid in 2013.
As discussed in [tern #3 above, the Organization provided undue benefits to the Executive
Director, an employee and an associate of the Executive Director. These amounts should be
reported on a T4 slip.

Conclusion:
It is our position that the Organization failed to meet its obligations under the Act with respect to
preparing documentation for payments to an Employee/Director. We determined the
Organization failed to include the amounts on T4 slips as required. For this reason alone there
may be grounds to revoke the registered status ofthe Organization under paragraph 168(l)(d) of
the Act.

'---
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The· Organization's options:
a) No response

You may choose not to respond. In th.at case, the Director General of the Charities
Directorate may give notice ofits 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:
• no compliance action necessary;
• the.issuance of an educational letter;
• resolving these issues through the implementation ofaCompliance
Agreement;
• the application of penalties and/or suspensions provided for in sections 188. l
and/or 18 8.2 of the Act; or
• giving notice of its intention to revoke the registration of the Organization by
issuing a notice of intention to revoke in the manner described in subsection
168(1) of the Act.
If you appoint a third party to represent you in this matter, please send us a written authorization
naming the individual and explicitly authorizing tha.t individual to dfscuss your file with us.

l'fl/-/t~
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- 19 If you have any questions or require further information or clarification, please do not hesitate to
contact me at the numbers indicated below. My team leader, Eria Carroll, may also be reached at
780-495-4325.

Yours sincerely,

Jason Letkemann
Audit Division
Edmonton Tax Services Office
Telephone:
Toll Free:
Facsimile:
Address:

780-495-7077
l-800-267-2384
780-495-6429
Suite 10, 9700 Jasper Avenue
Edmonton AB T5J 4C8

c.c.: Charles Johnson
Chairman
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Response to Audit Report of the Forerunner Prayer Force Society (Your File# 3013894)
To:
Mr Jason Letkemann
Audit Division
Edmonton Tax Services Office
Suite 10, 9700 Jasper Avenue
Edmonton, AB T5J 4C8
Tel. 780 495 8500; 780 495 7077

From:
Forerunner Prayer Force Society
5-1403 9 Ave SE
Calgary, AB T2G OT4
BN# 87201 8270RR0001

May 3, 2016
'7 .. ~--.

Dear Mr Letkemann,
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Thank you for the opportunity to respond to the audit report of our mission (for the years 2012 &
2013) which was received on April 12, 2016. It was good meeting you when you came for the audit
of our mission in early January (2015).
We believe your assessment of our mission has been very fair and do appreciate the detailed list of
corrections and changes that need to be made in order to align the working of the mission with your
set of rules and guidelines. Most of the changes that need to be made seem to be procedural in nature
and are mainly due to either our ignorance of your rules and procedures or our lack of funds (since
the recession of2009) to appoint a separate bookkeeper to keep track of the day to day affairs of the
mission and do the needed documentation. But before examining the audit report in detail let me start
with a brief background to our mission and its current status.

)-l

l. Background:
The Forerunner Prayer Force Society was registered in 1999 and.received its charitable status in
2002. Our main vision has always been four-fold: to mobilize prayer for the world (including our city,
province and nation); to promote God's Word through various publications (like calendars); to take
God's love to the lost and needy of the world; and, to suppott churches and charities that have similar
goals and objectives. By God's grace these goals have been fulfilled for the most part, especially
during the first 10 years, but to a lesser extent after the recession of2009.
The main way in which the mission was funded for the first 10 years was through the tithes and
offerings ofa bindery contracting business called
(now c a l l e d - ) . The business did well till 2009 when the recession hit. The mission was also employing one fulltime person to run the mission and take care of the accounting, bookkeeping and other
matters, till 2009. My role was mainly in running the business, which in turn supported the mission, in
addition to being the Exec. Director of the mission.
After the recession of2009, it became difficult to appoint someone just to take care of the day to day
accounting matters of the mission. As contributions from the business to the mission dwindled we
were quite dependent on other donations which mostly came towards the end of the year. I was left to
handle the day to day financial transactions of both the mission and the business. A shortfall in operating income also meant that there was a significant increase in cash transactions and very often business and personal transactions were mixed in with the mission transactions. These would be sorted

(
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out in the following year when the annual financial statement was being prepared, with every single dollar
of the mission finances being accounted for.
In June 2012 we moved our location to the one on
(where we met for this audit). We
started a Community Centre project at this 3300 sq ft location, hoping to extend the 3-year lease by a
couple of years. Preparations were underway to develop more washrooms and to convert the main
warehouse area into an auditorium for concerts, community gatherings, hosting of church services (which
had already begun), etc.
i•
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The move of2012 and the flooding of 2013 did cause a disruption in our mission attivi,hjs,'.i\nd.the')) i)
keeping of records. As the director's home was in the path of the flooding he had to e~en live out of our
office/warehouse for 3 days. Thankfully nothing was destroyed during the flooding but many records,
receipts etc. were misplaced during the move.
In Nov. of 2014 we came to know that the entire building was bought by
and that we couldn't extend our lease beyond June 2015. This would make the further development of our Community Centre (where you came) worthless. We were forced to move to another warehouse in March of2015. We were there for just 7 months but had to move as our lease was a month-tomonth lease and the owner of the building wanted the space.
Since August 2015 our mission activities have been more or less on hold for want of sufficient funds.
However we are expecting major funds to come within the next two months.

.:

With the above background in mind let me answer the questions raised in each of the 7 areas of noncompliance --

1. Failure to maintain adequate books and records:
a) Domestic expenditures: Only a few of these were available at the time of the audit but every expense
item has been accounted for through various means like bank and credit card statements, pay slips, bank
remittances (like source deductions), etc. We failed to get regular receipts from some payments, like the
monthly sub-lease from Evangel Assembly. Some of these transfers took place online for which we have
records. We had only one bank account, w i t h - and at the time of doing the annual financial
statement every line item was manually analyzed, categorized and accounted for. Going forward, this
procedure can easily be corrected by ensuring that a hard-copy receipt is obtained for every expense
transaction. Our accountant has been advising me to use Excel spreadsheets which we hope to do from
2015, thereby enhancing the professionalism that is expected from a charity.

b) Foreign expenditures: We admit we failed to get official receipts from foreign donees and feedback
as to how the disbursements were spent, though in many cases we would receive emails (and sometimes pictures) acknowledging that the monies had been received and were used for the purposes intended. Going forward, this can easily be corrected.
c) Agency agreements: We were under the impression that each country had to have a separate agency
agreement. Only at our meeting you clarified that it was okay to have multiple agency agreements for a
given country. At the time of the audit, the agency agreement we had for India was misplaced. For countries like Haiti, Japan, Philippines and Thailand, the disbursement was made in person through their
representatives in Calgary and we didn't realise agency agreements were needed for these projects as
well. Going forward, this procedure can easily be corrected.

(,, ...
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d) Minute Book: Formal board meetings were not held on a quarterly basis as decided because after
the recession of 2009 the income from the business came down drastically and projects were put on
hold. Income was e1rntic and for this reason it was not possible to have a budget. This has been our
position for the past five years. Going forward, some long-awaited funds may come through within the
next coup le of months and after this we hope to resume our mission projects, Board meetings, budgeting
etc.
e) Bank reconciliation: For the past 5 years bank reconciliation has only been done at the time of
preparing the annual financial statement when every line of our incomes and expenses from the (our only bank till the middle of last year) is analyzed, categorised and accounted for. Going
forward, the appointment ofa bookkeeper will enable us to do an on-going reconciliation of bank
accounts.
. ... '"·, ::.~~.:-:~;·:_:~.·>
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I) General Led gel': Our accountant always insisted that our bank statements had to be~r'ebdndlt!d'fit:he"'
dollar before he could work on doing the annual statement and hence this is the way it has always been
presented to him. I cannot think of an instance when expenses and incomes were not aligned with what
was given in the bank statement Going forward reconciliation will be done on a day-to-day basis with
the help of a bookkeeper.

g) Segregation of records: Due to lack of cash flow I was forced to use the missi01t debit card for many
personal or business transactions but all these transactions were not included in the final tally of mission
expenses. Going forward, the personal, business and mission accounts will be kept strictly segregated
with the help of a bookkeeper.
h) Mileage log: My van was mostly used by the mission but no mileage log was kept due to ignorance
of this procedure. Once it was pointed out to me at the audit, I immediately transferred all gas expenses
to show as a personal benefit to me (eg. $200/month for gas) which I understand is also taxable. This
would save me the hassle of maintaining a log book for mileage used by the van for the mission. Going
forward, this has already been corrected as pointed out above.
i) Cash transactions: There were a lot of cash transactions due to restrictive cash flows and sheer
convenience, but every single dollar was accounted for at the end of the year before the annual statement
was prepared. Going forward, given the cash flow expected this can easily be avoided.

j ) - and loan activity: I did contribute over $40,000 from my
towards
the mission but these came mostly as wire transfers into my personal account and from there it went
mostly as cash into the mission account in small increments or it went directly to pay for some expenses
(eg. the lease of $3150) via email transfers. The donations were separated from the loans before doing
the financial statement at the.end of the year. As donations came mostly towards the end of the year, we
· were forced to take loans for the first part of the year. Going forward, with an increased cash flow it
won't be necessary to mix donations with loans.

2. Failure to devote resources to charitable activities:
a)
: T h e - did help in this project of sending a container to
Thailand but the money of $1500 (ln 2012) and $2800 (in 2013), which were designated donations, went
to pay the organizer of this project (@about 200/month) tp cover his expenses connected with this
project. (See pie. on last page.) The organizer was also doing volunteer time with us in the mission and
'..j
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hence we could easily follow-up the progress of the project. Though this person also was a member of the
, the money was not given through t h e - . (I have personally been to these
meetings and know that what this volunteer was doing was genuine.) Going forward,
an agency agreement can be signed in these type of situations to formally follow up the progress of the
corresponding projects.
b) Employee Loan: Small loans were given to employees thinking that these will be returned. But more
important, I didn't know this was an unacceptable practice. Going fonvard, this can easily be avoided in
future. The loans given in the past will also have to be paid back to the mission which will be followed up.
c) Executive director loan: The amount of $25,300 was given as a loan not to me but to m y _
who also worked for our mission. We are folly expecting this loan to be returned to the mission. Going
forward, all loans given to staff will be rigorously followed up.

r'.~,.·JTIC~f
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d) Personal Expenses: As stated earlier, due to limited or irregular cash flow in the mi'ssic'in (since most of
the donations came only towards the end of the year), there were both business and personal cash transactions which went through the mission account but these were separated and accounts reconciled before
doing the annual financial statement. Going forward, this practice will be eliminated altogether
e) Personal Meals: The $411.12 incurred for 2012 and the $455.42 incurred for 2013 were mostly for the
snack expenses incurred during the regular prayer gatherings which were being held almost everyday at our
office along with the all-day or all-night prayers or other gatherings. In addition the money was also being
spent to treat guest speakers or visitors. I was not aware that the purpose or circumstanes of each meal had
to be documented. Going fonvard, every meal item incurred will be documented.
t) Home Office Expenses: Though there was an office for the Exec. Director (myself) and other staff, this
was mostly used by the other staff mainly because I was also involved in business activities and it was more
convenient for me to work out of my home. This is why I was taking 350/month for my "home office"
which was about 25% of the total rent I was paying. A lot of the mission things like records, books, furniture etc. were also kept in my house and hence $800 was used towards moving expenses. Going forward,
this will not be repeated. I am willing to pay back to the mission what was taken by way of"home office

expenses" and ''moving."
g) Vehicle Expenses: Since 75% of the usage of the van was for the mission, a proportionate amount of
the van expenses was charged to the mission. Our mistake was that we did not keep a track of the mileage
used for the mission. Going forward, gas expenses will not be charged to the mission but given as a benefit
to the Director at a fixed amount, say $100 or $200 per month (which will therefore be taxed under his
personal income). This way one does not have to keep a track of the mileage used for the mission everyday.
This practice has already started.
h) l\'Ioving Expenses: We did incur $1200 in moving expenses to relocate an associate t o mainly because the associate intended to start a not-for-profit painting business i n - and give the
profits to the mission. Moving expenses included taking a truckload of items or damaged furniture to tile
landfill and our warehouse (office). (Items were stored only at h i s - residence and not i n His entire basement and a portion of his yard was used to store our furniture and other items, a value
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- 5of over $2,400 per year (at 200/month), but we paid him just $1800. Going forward, fund-raising projects
like this will be treated as separate projects by themselves with meticulous accounting procedures in place
and not treated as part of the general mission expenses,

i) Calendar Project: This calendar project, which is still ongoing, is more like a community guidebook
wluch gives graphic details of all the missions, churches, schools, etc, in each ward of the city, It was and is
a pioneering project where new ground is being broken to create community awareness and at the same
time raise over $50,000 per year to sustain the mission through the ads taken in the guidebook as well as
through door-to-door sales, It's intended to be the main fund-raising project of the mission, Two staff
worked on this project through
to develop the 'dummy' copy, It was not possible
to get bids as the 'concept' was still being developed by us, Going forward, we are just waiting for more
funds to carry this project through to completion, (The funds are expected within the neict couple of
months,) Bids will definitely be taken when the time comes to print the book,

3. Lack of Direction and Control outside Canada:

,~, ~-··: r·. ·:·;;~.·~, ,i''\(:r'.f r-~ "\f\
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Our goal has always been to do everything in the most procedurally acceptable manner to CRA and satisfy
all of its rules and regulations, With this in mind we dutifully executed 3 agency agreements to date - to
India, Germany and Kenya. (At the time of the audit we didn't have the copy of the agreement made with
India; the one with Kenya was made in 2014, on the same lines as the other two,) However there have been
many misunderstandings and misconceptions regarding the nature of the agency agreements and what was
eicpected of us, as follows -a) We thought one agency agreement had to be made per country; only at the time of the audit it was
clarified that an agency agreement can be made project-wise rather than country-wise. We also did not have
a proper understanding of an 'agency agreement.' (We now do after your clarifications.)
b) Agency Agreements were not made with Philippines, Thailand, Japan, Haiti and some projects/missions
in India, mainly because we had personnel or volunteers from our mission (or myself) to take the funds to
the donees. We also maintained regular contact with these volunteers who were all based i n - itself
Furthermore, some of these were mostly one-time emergency relief for the victims of the earthquakes in
Japan and Haiti, the tropical storm in the Philippines etc., and hence we didn't think that written agreements were needed.
:~

c) We did fail to receive written documentation and feedback on a number of projects that we were doing
overseas but for most of the projects we have pictures to show the projects were in fact done. As a Canadian mission we did commendable work when the earthquake struck in Japan or Haiti or when the cyclone
hit the Philippines or when we helped send a container full of educational materials, computers and furniture to a tribal group i_n Thailand or support an orphanage in India, etc. Though we did not keep to the
letter of the law, we did keep to the spirit and channelised thousands of dollars of aid to needy people
around the world.
d) Since 2009 we have been short-staffed to follow up projects and_ overseas funding.

Going forward, we have a better understanding of what an agency agreement is all about and every
project that is hencefo1th done will be meticulously executed and followed up, keeping in mind all the
guidelines instituted for charities by CRA. Correspondence between overseas partners and us will be filed
and all overseas partners will be asked to file quarterly reports of the specific projects we support

-----------------
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-6or sponsor. Every project will have a dedicated file for easy reference. Mistakes have been mostly procedural and done out of ignorance. As such they can be easily corrected.

4) Providing Personal/Undue Benefits:
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a)
: At the very outset the mission has maintained a very close relationship with
the business. Though the business was not registered as a non-profit, it was operated that way. In fact the
main source offimding of the mission during the first ten years was the business. Most of the work done
by this business was done onsite, ie. at the clients' location and not at the mission office. The jobs that
came to our office were very few and irregular, maybe once a month on an average for 2 to 3 days, and
occupying just a comer or a long table on a temporary basis. As such I didn't think a separate tease amount
had to be paid. Our office did keep or store the equipment of the business. Going forward, it is unlikely
that a business will be conducted in the office as the business has folded up. If we do have a business
operating within mission space, there will be a format lease agreement in place and totally separate accounts will be maintained.
b) to h) items have been answered in Section 2: Failure lo Devote Resources to Charitable Activities as
they seem to be a repeat of what is mentioned in Section 2. However it must be reiterated here that loans
given to staff or the director wilt be followed up so that they can be repaid to the mission

::

Summary: During the first ten years of the mission, ie. 1999 to 2009, the mission was mostly funded by
my bindery contract business where we went to print shops and did their overflow bindery work. Our peak
year was 2006, channelising thousands of dollars through the mission to help needy people in Canada and
around the world. The relationship of the business and the mission have been very close, with the business
existing for the mission.
Sometimes accounts have not been kept separate when they should have, mainly due to lack of personnel
or finances or the fine tine between the business activities and the mission activities. ( eg. the business was
run like a non-profit charity, even providing part-time jobs for needy individuals.) Any money that may
seem to have gone to the director instead of going to charitable activities are very insignificant compared
to what has been given or donated by the director to the mission from his own funds. (For example, I gave
$40,000 from
to the mission. Most of our faults seem to be procedural which, given
the chance, can be easily corrected.

5. Issuing receipts not in accordance with the Act:
a) Many of these (a - m) errors were pointed out to me at the time of the audit and have already been
corrected (attached is a sample of a current receipt).
b) The errors that occured were mostly due to ignorance of the right procedures required when issuing
receipts. ( eg. the procedure to be followed when a receipt is lost; issuing receipts to other registered
charities which were mistakenly done; etc.). Going for.vard, these can be easily corrected.
c) The receipt number that was used twice is something that could have been prevented if we had a checking system in place which, going forward, will now be implemented.
d) A bunch of receipts was missing for one of the years audited, maybe due to the moving of our office
during 2012 or the Great Flood of2013 when the director and h i s - (who was also working
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for the mission) had to evacuate their basement home and live in the office/warehouse of the mission for 3 days.
e) Issuing a receipt for a donation as late as March was a mistake as we were under the impression it was
okay as long as the cheque was dated before Dec. 31 of the previous year.
We apologize for all the errors pointed out in your letter, most of which were committed due to sheer
..
ignorance of the procedures. Going forward, these can easily be rectified.
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6) Failure to file an information return as and when required by the Act: ·· - ·
a) We acknowledge we have failed in this regard as the information returns for many years were filed before
the end of the grace period (Nov. 1) and not before June 30 as required. This is mainly because the burden
fell on me to do the bookkeeping of the mission in addition to my other responsibilities of running a business (which in tum raised funds for the mission).
b) The T3010 form of the Annual Return has always been entered by our accountant and straightaway filed
online. Ifhe had any questions he would always ask me. Our mistake was giving the financial details of the
year, reconciliation statements etc. just days before the final deadline of submitting the form to the Charities
Directorate. This didn't leave us much time to go through what the Accountant had filJed in. (In fact the
change in our address too had not been noted.)
c) The errors pointed out are mainly procedural and can be easily corrected if we give ourselves adequate
time to fill in and check the completion of the form. Some errors were made due to ignorance of the respective accounting procedures.

Going forward, we will ensure that the T3010 is submitted before the regular deadline of June 30, starting
with the 2015 Annual Return, and that I have enough time to go through what the accountant has filled ir~
ensuring there are no factual errors and all lines are entered as per your guidelines.

7) Failure to prepare documentation for payments to an employee/director:
As stated in your audit, we didn't realize that T4As had to be issued when giving honoraria. (We were
giving an official letter instead.) Going forward, this will be corrected from the 2015 Annual Return.

Conclusion:
We profusely apologize for the many errors in our accounting procedures which, as noted above, are mainly
procedural and are due to ignorance of the relevant rules and regulations. There was also no bookkeeper to
keep a monthly track of all expenses, incomes, activities etc. and do the appropriate followup.

Going fonvard, we are expecting some major funds to be received within the next two months (ie. before
June end, 2016). We should easily be able to have a bookkeeper to maintain our books on a monthly or
regular basis.
In terms of humanitarian assistance our mission has accomplished much over the past many years. We were
there when the Tsunami of2005 struck the eastern coast oflndia or when the earthquake ravaged Haiti or
when another major earthquake rattled Japan or a tropical storm hit the Philippines. We've helped needy
people as far away as Albania in Europe and Kenya in Africa. In Calgary we are in the process of completing the community guidebook & calendar and also developing a community centre, both of which have
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received funding from the city and the Alberta Govt. respectively. Completing these projects without
the help of a charitable license will be extremely difficult.
Though you have every reason to revoke our charitable status we request you to give us another
chance in proving that we can abide by your rules and regulations and ensure the mission is
run in an efficient and accountable manner, benelitting thousands of people in Calgary and
around the world. You could test us for the period of July I, 2016 to Dec. 31, 2016, when we
assure you the corrections you have pointed out will be carried out and accounts meticulously maintained to the letter with the help of a bookkeeper. We also intend to start using the Excel software to
do the accounting .in a professional manner.
Though our mission has enjoyed your charitable status for the last 14 years and benefitted many
thousands in Canada and world-wide, we sincerely believe the best is yet to come.
Thank you for this opportunity to respond to your audit,
Yours truly,
~~~(~

Gerald Solomon
Exec. Director
Forerunner Prayer Force Society
403 542 7888
Attachment:
+Sample copy of2014 donation receipt
cc: Rev Johnson Charles, Chairinan
l'vir Ed Wiebe, Treasurer & Secretary

Some of our projects --

Thailand: Sending a container
of educational materials etc. to
a tribal group here.

Philippines: Building model
boats to raise funds for cyclone
victims.

Calgary: Developing a
community outreach centre.
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..................... Forerunner Pra er Force Societ

..................

3-1434 !Oth Avenue SE, Calgary, AB T2G OX2
Phone: (403) 542 7888; Fax: (587) 353 7888
Regn. # 87201 8270 RROOO 1

Official Receipt for Income Tax Purposes - 2014

Issued on: March 22, 2015
Receipt JI: Amount: $ 250.00
Issued from Calgary, Alberta
Thank you for your generous cont:iibutions totalling $ 250.00 to our mission. This has
greatly helped in supporting our local or overseas (India, Kenya, Philippines, Thailand etc.)
minist:Iies and reaching out to lost and needy people. May God multiply back to you what
you have graciously sown in His vineyard.
(' .,.__..,~

~ ~

Gerald Solomon
DIRECTOR

FOR INFORMATION ON CH AIU TIES PLEASE VISIT CANA.DAREVENUE AGENCY AT: \V\VW.CRA.GC.CNCHARlTlES

YOUR COPY

..................... Forerunner Prayer Force Society................. .
3-1434 !Oth Avenue SE, Calgary, AB T2G OX2
Phone: (403) 542 7888; Fax: (587) 353 7888
Regn.# 87201 8270 RROOOl

Official Receipt for Income Tax Purposes - 2014
FOR YOUR INFO ONLY

Issued on: March 22, 2015
Receipt Ii: Amount: $ 250.00
Issued from Calgary, Alberta
Thank you for your generous contributions totalling $ 250.00 to our mission. This has
greatly helped in supporting our local or overseas (India, Kenya, Philippines, Thailand etc.)
ministries and reaching out to lost and needy people. May God multiply back to you what
you have graciously sown in His vineyard.
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Gerald Solomon
DIRECTOR
FOR INFORMATION ON CHARITIES PLEASE VISIT CANADA REVENUE AGENCY AT: WWW.CRAGC.CNCHARJTIES

ITR APPENDIX "A"

FORERUNNER PRAYER FORCE SOCIETY
Comments on Representations
The audit conducted by the Canada Revenue Agency (CRA) identified that
Forerunner Prayer Force Society (the Organization):
1.
2.
3.
4.
5.
6.

Failed to maintain adequate books and records;
Failed to devote resources to charitable activities;
Lacked direction and control outside Canada;
Issued receipts not in accordance with the Income Tax Act (the Act);
Failed to file an information return as and when required by the Act; and
Failed to prepare documentation for payments to an employee/director.

We have reviewed the Organization's representations dated May 3, 2016. We accepted
the representations provided for in item 4 above; however, the other items found during
the audit represent a serious breach of the requirements of the Act. As such, it remains
our position that the Organization's registration should be revoked.
The basis for our position is described in further detail below.

1.

Issue: Failure to maintain adequate books and records

In our letter dated April 5, 2016, we noted the following examples of instances in which
the Organization failed to maintain adequate books and records pursuant to subsection
230(2) of the Act:
a)
b)
c)
d)
e)

Inadequate records for domestic expenditures;
Inadequate records for non-domestic (i.e., foreign) expenditures;
Inadequate or non-existent agency agreements;
Poorly maintained and updated minute book;
Poor accounting records (e.g., inadequate bank reconciliation and general
ledger);
f) Lack of segregation of personal records and the records of the Organization;
g) No mileage log to support the Organization's use of personal vehicles (of the
director/employees);
h) Lack of support of expenditures that were paid for in physical currency
(i.e., cash); and
i) Lack of support of!mm income and loan transactions (between the
Organization and the director).

-2Organization's Rebuttal
In your representations you acknowledged that receipts were not received and/or kept
for all of the Organization's expenses, and that you failed to maintain adequate books
and records to support all of the expenditures that were reported on the T3010. You
also acknowledged that there were several instances where you were able to
substantiate that expenditures were incurred, but unable to properly illustrate that the
expenditures in question were incurred for the purpose of carrying on the Organization's
activities.
While you stated that you are willing to address this area of non-compliance, you
indicated that your success in this endeavor will largely depend on the Organization
obtaining adequate funding.

Conclusion
It is our position that the Organization's representations do not alleviate our concerns
that the books and records will be maintained adequately in the future.
Under paragraph 168(1 )(e) of the Act, a charity may be revoked because it fails to
comply with or contravenes section 230 of the Act. It is our position that the
Organization has failed to comply with the requirements set out in section 230 of the
Act. As such, it remains CRA's position that the charitable registration of the
Organization should be revoked.

2.

Issues: Failure to devote resources to charitable activities

In our letter dated April 5, 2016, we noted several examples in which the Organization
was not devoting its resources to charitable activities. These examples include:
a)
b)
c)
d)

Gifts to non-qualified donees (e.g.,
);
Loans to employees and Executive Director;
Payment of Executive Director's personal expenses;
Payments for moving expenses that were unrelated to the operations of the
Organization; and
e) Payments related to personal business endeavor$ of the Executive Director.

Organization's Rebuttal
In your representations dated May 3, 2016, you explained that the Organization's
ignorance of the legislation led to the above examples of non-compliance. You also
assured us that the Organization will strive to avoid incurring similar expenses in the
future.

-3Conclusion
Ignorance of the legislation is not an acceptable justification for this type of noncompliance as the devotion of all resources to charitable activities is an integral
requirement of any registered charity's privileged status. It is our view that the above
examples of expenses incurred by the Organization are clearly not charitable, and as
such the Organization was not being compliant with the Act.
Therefore, the Organization has failed to demonstrate that it meets the test for
continued registration under subsection 149.1 (1) of the Act as a charitable organization
- "all the resources of which are devoted to charitable activities." As a result, it remains
our position that there are grounds for revocation of charitable registration under
paragraph 168(1 )(b) of the Act.

3.

Issue: Failure to maintain direction and control outside Canada

As detailed in our letter dated April 5, 2016, the Organization incurred expenditures in
the following foreign jurisdictions:
•
•
•

Germany;
India; and
Japan.

A registered charity is required to maintain direction and control over the use of its
resources regardless of whether or not those resources are utilized in Canada or in a
foreign jurisdiction. The requirements are the same regardless of the location that the
activities occur, and in cases where a registered charity is carrying on its activities
abroad it can be more challenging for the charity to adequately illustrate that it has full
direction and control of the resources it is using.
While there is no single example of how a charity must substantiate its direction and
control over the use of its resources, we provided examples of strategies and practices
(e.g., an agency agreement) that can be used to mitigate the difficulties which can arise
when fulfilling this requirement.
At the time of our aforementioned letter, the Organization was unable to show that it had
direction and control over its foreign activities.

-4Organization's Rebuttal
In your representations dated May 3, 2016, you acknowledged that you failed to
properly keep track of the various projects that you were involved in overseas. While at
no point was it adequately demonstrated that the Organization was in direction and
control of its foreign activities, you agreed that the Organization would address this
concern in the future should it continue to be involved in foreign projects.

Conclusion
The Organization has failed to demonstrate direction and control over its foreign
activities and thus has failed to satisfy the criteria that enable it to be registered as a
charitable organization under subsection 149.1 (1) of the Act. Consequently, it is our
position the Organization's registered charity status should be revoked under paragraph
168( 1)(b) of the Act.

4.

Issue: Failure to issue receipts in accordance with the Act

In our letter dated April 5, 2016, we noted several instances in which the Organization
failed to issue donation receipts in accordance with the Act and its Regulations
(subsection 3501 (1 )).

Organization's Rebuttal
In your representations dated May 3, 2016, you provided a revised official donation
receipt in which you have incorporated the required corrections. You also stated that
this revised receipt will be used in the future.

Conclusion
The Organization has made sufficient corrections to its receipting process, and it is our
position that our concerns are alleviated in this respect.

5.

Issue: Failure to file an information return as and when required by the Act

In our letter dated April 5, 2016, we noted the following examples of erroneous
information that the Organization submitted in its T3010 Information Returns:
a) Line 4000 (question C 11) - when asked if the Organization received gifts-in-kind
for which it issued official donation receipts, the Organization answered "No." It
should have answered "Yes";
b) Schedule 2, line 21 O- the Organization indicated that it does not have any kind
of formal agreements in place for its activities outside Canada, when in fact it did;
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c) Schedule 2, line 250 - the Organization indicated that none of its programs
outside of Canada were carried out by volunteers; however, during the initial
interview Mr. Solomon stated that one of its volunteers took money with him on
his trips overseas to help with various programs;
d) Schedule 5, line 515 should have been checked as the Organization received a
van for which it issued an official donation receipt;
e) Schedule 5, line 580 is blank; however, it should contain the value of the van that
appeared on the official donation receipt;
f) Line 451 O - the· Organization received two donations from other churches in
2013. They were reported on line 4500 as opposed to line 451 O;
g) Line 461 O - the Organization rents the back room of its building to other church
groups for their regular services. This revenue was reported as other revenue on
line 4650, but should be reported on line 4610;
h) Line 4880 should include the full amount of the compensation expense; however,
it only includes the amount of the take-home pay;
i) Lines 5000 to 5100 were not completed correctly; and,
j) Lines 5900 and 5910 were not completed.
Organization's Rebuttal
In your representations dated May 3, 2016, you acknowledged that the Organization
had not complied with its filing requirements. You assured us that the Organization
would file a complete and accurate T3010 from now on and that it would file the T3010
on time as per subsection 149.1 (14) of the Act.
Conclusion
It remains our position that the Organization failed to file information returns as and
when required under the Act; therefore, there are grounds to revoke the Organization
under 168(1 )(c) of the Act.

6.

Issue: Failure to prepare documentation for payments to an
employee/director

As detailed in our letter dated April 5, 2016, the Organization did not issue T4As for the
honorariums paid to the Executive Director and his associate in 2012 and 2013.
Organization's Rebuttal
In your representations dated May 3, 2016, you indicated that you did not realize that
T4As had to be issued when giving honoraria. You also indicated that you will be able to
appoint a bookkeeper once you receive additional funding to alleviate this area of
concern.

-6Conclusion
It remains our position that the Organization failed to report remuneration paid to the
Executive Director and one of his associates, as required under regulation 200(2) of the
Act. As such, the Organization has failed to file an information return as required by
paragraph 168(1 )(c) of the Act.

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
charitable organization for any reason described in subsection 168(1) or where the
organization
(a) carries on a business that is not a related business of that charity;
(b) fails to expend in any taxation year, on charitable activities carried on by it and by
way of gifts made by it to qualified donees, amounts the total of which is at least equal
to the organization's disbursement quota for that year; or
(c) makes a disbursement by way of a gift, other than a gift made
(i) in the course of charitable activities carried on by it, or
(ii) to a donee that is a qualified donee at the time of the gift.
149.1 (3) Revocation of registration of public foundation
The Minister may, in the manner described in section 168, revoke the registration of a
public foundation for any reason described in subsection 168(1) or where the 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;
(b.1) makes a disbursement by way of a gift, other than a gift made
(i) in the course of charitable activities carried on by it, or
(ii) to a donee that is a qualified donee at the time of the gift;
(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 149.1 (4), to revoke its registration
as a private foundation.
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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;
(b. 1) makes a disbursement by way of a gift, other than a gift made
(i) in the course of charitable activities carried on by it, or
(ii) to a donee that is a qualified donee at the time of the gift;
(c) has, in respect of a class of shares of the capital stock of a corporation, a divestment
obligation percentage at the end of any taxation year;
(d) since June 1, 1950, incurred debts, other than debts for current operating expenses,
debts incurred in connection with the purchase and sale of investments and debts
incurred in the course of administering charitable activities.
149.1 (4.1) Revocation of registration of registered charity

The Minister may, in the manner described in section 168, revoke the registration
(a) of a registered charity, if it has entered into a transaction (including a gift to 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, in the furnishing of information for the
purpose of obtaining registration of the charity;
(d) of a registered charity, if it has in a taxation year received a gift of property (other
than a designated gift) from another registered charity with which it does not deal at
arm's length and it has expended, before the end of the next taxation year, in addition to
its disbursement quota for each of those taxation years, an amount that is less than the
fair market value of the property, on charitable activities carried on by it or by way of
gifts made to qualified donees with which it deals at arm's length; and
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(e) of a registered charity, if an ineligible individual is a director, trustee, officer or like
official of the charity, or controls or manages the charity, directly or indirectly, in any
manner whatever.
Section 168:
Revocation of Registration of Certain Organizations and Associations
168(1) Notice of intention to revoke registration
The Minister may, by registered mail, give notice to a person described in any of
paragraphs (a) to (c) of the definition "qualified donee" in subsection 149.1(1) that the
Minister proposes to revoke its registration if the person
(a) applies to the Minister in writing for revocation of its registration;
(b) ceases to comply with the requirements of this Act for its registration;
(c) in the case of a registered charity or registered Canadian amateur athletic
association, fails to file an information return as and when required under this Act or a
regulation;

(d) issues a receipt for a gift otherwise than in accordance with this Act and the
regulations or that contains false information;
(e) fails to comply with or contravenes any of sections 230 to 231.5; or

(f) in the case of a registered Canadian amateur athletic association, accepts a gift the
granting of which was expressly or implicitly conditional on the association making a gift
to another person, club, society or association.
168(2) Revocation of Registration
Where the Minister gives notice under subsection 168(1) to a registered charity or to a
registered Canadian amateur athletic association,
(a) if the charity or association has applied to the Minister in writing for the revocation of
its registration, the Minister shall, forthwith after the mailing of the notice, publish a copy
of the notice in the Canada Gazette, and
(b) in any other case, the Minister may, after the expiration of 30 days from the day of
mailing of the notice, or after the expiration of such extended period from the day of
mailing of the notice as the Federal Court of Appeal or a judge of that Court, on
application made at any time before the determination of any appeal pursuant to
subsection 172(3) from the giving of the notice, may fix or allow, publish a copy of the
notice in the Canada Gazette,
and on that publication of a copy of the notice, the registration of the charity or
association is revoked.
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168(4) Objection to proposal or designation

A person may, on or before the day that is 90 days after the day on which the notice
was mailed, serve on the Minister a written notice of objection in the manner authorized
by the Minister, setting out the reasons for the objection and all the relevant facts, and
the provisions of subsections 165(1 ), (1.1) and (3) to (7) and sections 166, 166.1 and
166.2 apply, with any 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 registration, 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) and (22) and 168(1) by the Minister, to a person that is or was
registered as a registered Canadian amateur athletic association or is an applicant for
registration as a registered Canadian amateur athletic association, or does not confirm
or vacate that proposal or decision within 90 days after service of a notice of objection
by the person under subsection 168(4) in respect of that proposal or decision,
(a.1) confirms a proposal, decision or designation in respect of which a notice was

issued by the Minister to a person that is or was registered as a registered charity, or is
an applicant for registration as a registered charity, under any of subsections 149.1 (2) to
(4.1 ), (6. 3), (22) and (23) and 168('1 ), or does not confirm or vacate that proposal,
decision or designation within 90 days after service of a notice of objection by the
person under subsection 168(4) in respect of that proposal, decision or designation,
(a.2) confirms a proposal or decision in respect of which a notice was issued under any
of subsections 149.1 (4.3), (22) and 168(1) by the Minister, to a person that is a person
described in any of subparagraphs (a)(i) to (v) of the definition "qualified do nee" in
subsection 149.1 (1) that is or was registered by the Minister as a qualified do nee 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,
4

(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) [Repealed, 2011, c. 24, s. 54]
(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,
(g) refuses to accept for registration for the purposes of this Act any retirement income
fund,
(h) refuses to accept for registration for the purposes of this Act any pooled pension
plan or gives notice under subsection 147.5(24) to the administrator of a pooled
registered pension plan that the Minister proposes to revoke its registration, or

(1) refuses to accept an amendment to a pooled registered pension plan,
the person 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
case described in paragraph (e.1), the administrator of the plan or an employer who
participates in the plan, in a case described in paragraph (f) or (f.1), or the administrator
of the plan in a case described in paragraph (h) or (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),
(b) [Repealed, 2011, c. 24, s. 55]
(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 ),
(c.2) the mailing of notice to the administrator of the pooled registered pension plan
under subsection 147.5(24), or
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(d) the time the decision of the Minister to refuse the application for acceptance of the

amendment to the registered pension plan or pooled registered pension plan was
mailed, or otherwise communicated in writing, by the Minister to any person,
as the case may be, or within such further time as the Court of Appeal or a judge
thereof may, either before or after the expiration of those 30 days, fix or allow.
Section 188: Revocation tax
188(1) Deemed year-end on notice of revocation
If on a particular day the Minister issues a notice of intention to revoke the registration of
a taxpayer as a registered charity under any of subsections 149.1 (2) to (4.1) and 168(1)
or it is determined, under subsection 7( 1) of the Charities Registration (Securitv
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
B
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is the total of all amounts (other than the amount of an expenditure in respect of which a
deduction has been made in computing income for the winding-up period under
paragraph (c) of the description of A), each of which is
(a) a debt of the charity that is outstanding at the end of that taxation year,

(b) an expenditure made by the charity during the winding-up period on charitable
activities carried on by it, or
(c) an amount in respect of a property tnrnsferred 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.
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;
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(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.
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 ot which is an amount for which the charity is liable
under this Act (other than subsection (1.1 )) or the Excise Tax Act in respect of
taxes, penalties and interest, and
(ii) filed all information returns required by or under this Act to be filed on or
before that time.
188(3) Transfer of property tax

Where, as a result of a transaction or series of transactions, property owned by a
registered charity that is a charitable foundation and having a net value greater than
50% of the net asset amount of the charitable foundation immediately before the
transaction or series of transactions, as the case may be, is transferred before the end
of a taxation year, directly or indirectly, to one or more charitable organizations and it
may reasonably be considered that the main purpose of the transfer is to effect a
reduction in the disbursement quota of the foundation, the foundation shall pay a tax
under this Part for the year equal to the amount by whicr 25% of the net value of that
property determined as of the day of its transfer exceeds the total of all amounts each of
which is its tax payable under this subsection for a preceding taxation year in respect of
the transaction or series of transactions.
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188(3.1) Non-application of subsection (3)
Subsection (3) does not apply to a transfer that is a gift to which subsection 188.1 (11) or
(12) applies

188(4) Transfer of property tax
If property has been transferred to a charitable organization in circumstances described
in subsection (3) and it may reasonably be considered that the organization acted in
concert with a charitable foundation for the purpose of reducing the disbursement quota
of the foundation, the organization is jointly and severally, or solidarily, liable with the
foundation for the tax imposed on the foundation by that subsection in an amount not
exceeding the net value of the property.

188(5) Definitions
In this section,
"net asset amount"
« montant de /'actif net »
"net asset amount" of a charitable foundation at any time means the amount determined
by the formula
A-B
where

A
is the fair market value at that time of all the property owned by the foundation at that
time, and
B
is the total of all amounts each of which is the amount of a debt owing by or any other
obligation of the foundation at that time;
"net value"
« va/eur nette »
"net value" of property owned by a charitable foundation, as of the day of its transfer,
means the amount determined by the formula
A-B
where

A
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is the fair market value of the property on that day, and
B
is the amount of any consideration given to the foundation for the transfer.

189(6) Taxpayer to file return and pay tax

Every taxpayer who is liable to pay tax under this Part (except a charity that is liable to
pay tax under section 188(1)) for a taxation year shall, on or before the day on or before
which the taxpayer is, or would be if tax were payable by the taxpayer under Part 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
Part for the year.
189(6.1) Revoked charity to file returns

Every taxpayer who is liable to pay tax under subsection 188(1.1) for a taxation year
shall, on or before the day that is one year from the end of the taxation year, and
without notice or demand,
(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.
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
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(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 do nee in respect of the
particular person, equal to the amount, if any, by which the fair market value of the
property, when transferred, exceeds the total of
(a) the consideration given by the other person for the transfer, and
(b) the part of the amount in respect of the transfer that has resulted in a reduction of an
amount otherwise payable under subsection 188(1.1 ).

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