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CANADA REVENUE AGENCE DU REVENU
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REGISTERED MAIL
Canadian Education Forum
1250 — 1500 West Georgia Street, Box 62
Vancouver BC V6G 2Z6
Attention: Donald Simpson, President

BN: 891072092 RR0001
File #: 1097393

August 21, 2014
Subject:

Audit of Canadian Education Forum

Dear Mr. Simpson:
This letter is further to the audit of the books and records of the Canadian Education
Forum (the Organization) conducted by the Canada Revenue Agency (CRA). The audit
related to the operations of the Organization for the period from July 1, 2010 to
June 30, 2012.
CRA has identified specific areas of non-compliance with the provisions of the Income
Tax Act (the Act) and/or its Regulations in the following areas.
AREAS OF NON-COMPLIANCE:
1.

2.
3.
4.

Issue
Failure to Devote Resources to Charitable Activities
Carried on by the Organization itself
a) Lack of direction and control over resources
b) Gifting to a non-qualified donee
Providing an undue benefit
Failure to Maintain Adequate Books and Records
Failure to File an Information Return as Required by
the Act

Reference
149.1(1), 149.1(2)
168(1)(b)

149.1(1), 149.1(2)
168(1)(b), 188.1(4)
230(2), 168(1)(e)
149.1(14),
168(1)(c)

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

identified Areas of Non-Compliance
1) Failure

to Devote Resources to Charitable Activities Carried on by the
Organization itself
In order for an organization to be recognized as a charity, it must be constituted
exclusively for charitable purposes, and devote its resources to charitable activities in
furtherance thereof.' In the Supreme Court decision of Vancouver Society of Immigrant
and Visible Minority Women v. M.N.R. [1999] 1 S.C.R. 10, Lacobucci J. speaking for the
majority, summarized the requirements for charitable registration at paragraph 159, as
follows:

"In conclusion, on the basis of the Canadian jurisprudence, the
requirements for registration under s. 248(1) come down to two:
(1) the purposes of the organization must be charitable, and must define
the scope of the activities engaged in by the organization, and
(2) all of the organization's resources must be devoted to these activities."
The term "charitable" is not defined in the Act; therefore it is necessary to rely on the
jurisprudence in the common law. The courts have recognized four general categories
of charitable purposes: (1) the relief of poverty; (2) the advancement of religion; (3) the
advancement of education; and (4) other purposes beneficial to the community as a
whole (or a sufficient section thereof) in a way that the law regards as charitable. This
last category identifies an additional group of purposes that have been held charitable at
law rather than qualifying any and all purposes that provide a public benefit as
charitable.
With regard to the devotion of resources, in accordance with the provisions of the Act, a
registered charity may only properly use its resources (funds, personnel and/or
property) in two ways, both inside and outside Canada — for charitable activities
undertaken by the charity itself, under its continued supervision, direction and control,
and for gifting to "qualified donees" as defined in the Act. The Income Tax Act does not
allow a registered charity to carry out its purposes by handing over its money or other
resources to another organization that is not a qualified donee.
A charity's own charitable activities may be carried out by its directors, employees or
volunteers, or through intermediaries (a person or non-qualified donee that is separate
from the charity, but that the charity works with or through, such as an agent, contractor
or partner). If acting through an intermediary, the charity must establish That- the activity
to be conducted will further its charitable purposes, and that it maintains continued
Vancouver Society of Immigrant & Visible Minority Women v. Minister of National Revenue, [1999] 1 S.C.R. 10, at
page 110 (paragraph 152, 154, 156)
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the intermediary to carry out the activity on its behalf.2
Although- there is no legal requirement to do so, and the same result might be achieved
through other arrangements or means, entering into a written agreement can be an
effective way to help meet the own activities test. However, the existence of an
agreement is not enough to prove that a charity meets the own activities test. The
charity must be able to show that the terms establish a real, ongoing, active relationship
with the intermediary, 3 and are actually implemented. A charity must record all steps
taken to exercise direction and control as part of its books and records, to allow the
CRA to verify that the charity's funds have been spent on its own activities. While the
nature and extent of the required direction and control may vary based on the particular
activity and circumstances, the absence of appropriate direction and control indicates
that an organization is resourcing a non-qualified donee in contravention of the Act.
The CRA must be satisfied that an organization's purposes are exclusively charitable in
law, and that its activities directly further these charitable purposes in a manner
permitted under the Act. In making a determination, we take into account all relevant
information.
The Organization was registered as a charitable organization effective July 11, 1996
with the following purposes:
(a) to fund, facilitate, promote and carry out activities and programs as well as fund
and supply equipment and facilities which will promote the advancement of
education by providing students with intercultural, language and communication
skills through classroom training, tutorial assistance, community interaction and
access to advanced educational technology such as computers, video materials
and the Internet;
(b) to receive gifts, bequests, trusts, funds and property and beneficially, or as a
trustee agent, to hold, invest, develop, manage, administer and distribute funds
and property for the purposes of the Corporation, for and to such other
organizations as are "qualified donees" under the provisions of the Income Tax
Act and for such other purposes and activities as are authorized for registered
charities under the provisions of the Income Tax Act, and
(c) to conduct any and all activities and exercise any and all such powers as are
.necessary for the achievement of the foregoing and in furtherance of the objects
of the Corporation.

2 For more information, see CRA Guidance CG-002,
Canadian Registered Charities Carrying Out Activities Outside
Canada and Guidance CG-004, Using an Intermediary to Carry Out Activities Within Canada.
3
See, for example, The Canadian Committee for the Tel Aviv Foundation v. Her Majesty the Queen,
2002 FCA 72
(Canadian Committee for the Tel Aviv Foundation) at para. 30.
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1999 and received Ministerial approval as of September 27, 1999. At the same time, a
Supplementary Letters Patent was issued by the Minister of Industry to vary the objects
of the Organization as provided by By-Law No. 1. It appears that the Consolidated ByLaws were filed with the Minister in 1999 and a copy sent to the Charities Directorate;
however, it does not appear that the By-Law No. 1 amendment to the objects filed with
the Minister at the same time was sent to the Charities Directorate for approval.
The original three objects as listed above were not changed in 1999 but Section III,
paragraph (a) of the Letters Patent was revised by inserting the following as object (b)
immediately following object (a) and renumbering the subsequent objects accordingly:
(b) to fund, promote, develop, operate and manage the buildings, equipment and
facilities required to enable the provision of post-secondary educational programs
and services normally offered by academic, colleges and universities including
research facilities, classrooms, meeting rooms, administrative offices and
residential facilities.
CRA became aware of the change to the objects during a review of the Minute Book on
April 3, 2013.
At the time of registration in 1996, the Organization stated its activities would be as
follows:
"It will work primarily with students for whom English is a second language and whose
ability to participate in schooling and community opportunities is impeded by their
reduced ability to communicate easily and accurately in the English language. The
Applicant believes that learning English requires more than learning simple vocabulary
and grammar. It believes that a comprehensive understanding of the English language
requires experiencing and utilizing language in a Canadian cultural and community
context.
The Applicant will provide class room instruction in the English language and want to
supplement this with tutorial sessions working one on one with individuals who have
need of a tailored educational program. Efforts will also be made to cause students to
learn and practice their English in community and family settings so that they will learn
the nuances and different connotations of words and be able to understand and speak
the vernacular of the English language as well as text book grammar. To the extent that
the Applicant achieves the funding to acquire computer and audio/visual equipment and
materials, they will use whatever high tech resources are available for education
including access to the Internet. This will both improve the means of instruction and
expose students to usage of the English language in a global context as well as the
local community. Further, in the 21st Century, students will need written English skills to
communicate and learn on the Internet."
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educating students in English to purportedly organizing and facilitating a number of
speaking engagements held in the Vancouver area. The evidence on the file
demonstrates a preponderance of effort and resources devoted to reimbursing a forprofit entity for six speaking events. The events were hosted by
, a forprofit organization owned and operated by Mr. Blake Bromley; one of the directors and
the sole member of the Organization during the audit period. Between 2010 and 2011,
the Organization reimbursed
$128,499 (78% of total expenses incurred
in these years) for the six speaking engagements. It appears the speaking
engagements could advance education; however, we are not convinced the speaking
engagements were the activities of the Organization but rather, were the activities of a
for-profit entity as discussed below.
Furthermore, the Organization stated in its letter dated March 14, 2013, the following
information on its future projects and business plans in progress:
"Canadian Education Forum is working in throe provincial jurisdictions to identify
and engage innovative educators in schools, exposing them to charity as a
resource to be integrated into their curricula. The output of the initial work would
be used to build criteria for a National Award for Innovation in Education, as well
as building a national network of innovative educators to share in best practices
and nurture collaboration."4
Additionally,
Executive Director of the Organization, responded to our
queries on April 13, 2013, that a strategic partnership with Chimp Foundations has been
formed and the intent is to develop relationships with schools to show how philanthropy
can help support innovative educational programs through Chimp Foundation, We were
provided a copy of an e-mail advising that the Organization is trying to frame potential
relationships with some schools; however, no further evidence was provided to confirm
the relationship proposed or pending with Chimp Foundation or how it would further the
stated objects of the Organization.
Although the Organization was registered for the above purposes, the CRA audit was
unable to identify how the Organization carried out any charitable activities that directly
furthered its stated purposes with the exception being the gift of $25,000 to Chimp
Foundation in 2011.

4

The three provincial jurisdictions are Alberta, British Columbia and Ontario as per an e-mail to
,
Organization's representative, from
, Executive Director. Sample documentation was provided as to the
type of information provided to schools to frame partnerships with yet no details were provided on which schools were
contacted or when.
5
Per Chimp Foundation's website -https://chimp.net/ - "The Foundation exists only to give money away, and is
responsible for ensuring your dollars reach the recipient you choose."
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a) Lack of direction and control over resources
We refer to the comment of the Federal Court of Appeal in The Canadian Committee for
the Tel Aviv Foundation vs. Her Majesty the Queen':
"Pursuant to subsection 149.1(1) of the [Income Tax Act], a charity must devote
all its resources to charitable activities carried on by the charity itself. While a
Charity may carry on its charitable activities through an agent, the Charity must
be prepared to satisfy the Minister that it is at all times both in control of the
agent, and in a position to report on the agent's activities..."
As re-iterated by the Federal Court of Appeal in Bayit Lepletot v. Minister of National
Revenue', it is not enough for an organization to fund an agent that carries on certain
activities. The Act requires that the agent actually conduct those activities on the
charity's behalf. Where the agent has full authority to expend the principal's funds
without any appropriate ongoing regulation/approval by the principal, there is no
assurance that the agent is, at all times, acting on behalf of the principal. In such a
case, it is not clear that the principal is exercising ongoing and substantive direction and
control. Activities carried out in this manner are not incompliance with the requirements
of the Act.
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. By whichever manner a charity chooses to meet its
obligations, it must provide documentation or other tangible support to substantiate that
it meets the requirements of the Act with respect to the direction and control of its
resources.
Accordingly, it is our opinion that if the organization is potentially conducting its own
charitable activities through its projects or its collaborations. To this end, the
organization is required to establish that it maintains continued direction and control
over the substantive "charitable" project or collaboration activities that are ostensibly
being carried out on its behalf. In this regard, the existence of an arrangement with an
intermediary, written or otherwise, is not enough to prove that a charity meets the own
activities test. The organization must be able to show that the terms of any arrangement
establish a real, ongoing, active relationship with the intermediary,8 and are actually
implemented.
As it pertains to our audit, we agree that all of the reimbursements are related to the six
speaking events as outlined on the
website under the heading of
speaking events).
website includes a section called
6 The Canadian Committee for the Tel Aviv Foundation vs. Her Majesty the Queen, 2002 FCA 72 (FCA) at
paragraphs 40 and 30 respectively.
Bayit Lepletot v. Minister of National Revenue, 2006 FCA 128
See, for example, The Canadian Committee for the Tel Aviv Foundation vs. Her Majesty the Queen,
2002 FCA 72
(Canadian Committee for the Tel Aviv Foundation) at para. 30.
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(the Blog). The Blog outlines upcoming speaking events under the
Public Lecture and Forum sponsored by
. According to
the website, the speaking events are sponsored and funded wholly or in part by
and others such as
and
.
Although there is no mention of the Organization in any of the websites, posters,
invoices, etc., the expenditures incurred by
to host the speaking events
were paid by or reimbursed to
by the Organization and, in our opinion,
inaccurately reported as charitable expenditures of the Organization.
The event expenditures incurred by
the Organization are:

but paid for and/or reimbursed by

Event September 28 — October 3, 2010
Event December 7, 2010
Event December 14, 2010
Event February 12 — 16, 2011
Event September 23, 2011
Event Expenditures

$ 72,685
$ 3,361
$ 5,008
$ 37,286
$ 10,159
$128,499

The expense categories for the six speaking events are:
Honorarium & Taxes Withheld
Office Expenses & Books
Hotel
Travel (flights and other transportation)
Meals and entertainment
Education and training
Professional fees
GST/HST
Total Expenditures Incurred by

$ 58,250
$ 2,289
$ 44,571
$ 12,994
$
564
$ 4,716
$ 1,068
$ 4,047
$128,499

We respectfully disagree that the reimbursements related to expenses incurred by or on
behalf of the Organization were to deliver its own charitable programs for the following
reasons:
•

The Organization did not provide a detailed description of the speaking events it
undertook to deliver by itself or via the use of third parties retained by ft. The
Organization failed to document or provide information on the exact nature,
scope and complexity of the speaking engagements to be undertaken. We were
not provided with information or enacted agreements that specified exactly what
the activity involved, how it furthered the stated charitable objects of the
Organization, and the public benefit the speaking engagements would provide.

•

The Organization did not provide how the activities would be carried out by
on the Organization's behalf — setting parameters and describing
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measured and reported.
• The Organization did not detail how it supervised and monitored the activity or
how
carried on the activity on its behalf, including the mechanisms
that enabled it to give instructions about, have input into, and modify the nature
or scope of, the activity on an on-going basis.
• The Organization did not outline clear or specific requirements relating to
delegation of authority, or to reporting back to them about the conduct and
progress of the activity. In fact, no regular activity reports or meetings with
were held on a scheduled basis to discuss details of the
speaking events.
• The Organization was not involved in arranging and booking the speakers nor
was it involved in determining the topics or setting the budgets for the
speaking events.
• The Organization did not exercise lull governing, legal and fiduciary control" over
the
speaking events with authority to set policies and procedures for the
project.
• The Organization's only specified role in the
reimburse and/or pay the costs incurred by

speaking events was to
p in this regard.

Moreover, the audit findings did not demonstrate that the Organization has input into,
guides or even participates in on-going decisions relating to the
speaking
events. Generally, the only information provided during the course of the audit was
after-the-fact information about topics covered by the speakers and the costs incurred
as a result. In all
speaking event documentation reviewed, there were no
mechanisms specified for on-going input or instructions by the Organization, nor
evidence that the Organization participates in on-going decisions relating to the
speaking events in any way. No evidence of any type of reporting to the Organization
was provided in this regard.
Simply facilitating the program of another does not constitute direction and control —
whether or not those programs may "advance" an organization's goals or purposes.
Where a registered charity undertakes an activity through an intermediary, it must be
able to:
• substantiate that it has arranged for the conduct of that specific activity on its
behalf, based on the fact that it will further the charity's charitable purposes, and
after being satisfied that the intermediary is capable of conducting the activity on
the charity's behalf; and
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for, that activity - supervising/directing, and making significant decisions in regard
to, its conduct on an ongoing basis.
During the audit review, it became apparent the Organization reimbursed other
organizations and individuals for services rendered and goods acquired purportedly on
its behalf in the pursuit of organizing and facilitating these speaking engagements. We
queried the Organization on April 12, 2013, as we were unable to find any reference to
the Organization's involvement in the events and asked the Organization to provide
supporting documentation (posters, brochures, mailings, credit card statements,
invoices, etc.), and an explanation of why expenses were paid by or reimbursed by the
Organization and how it considered the expenses to be for its own charitable programs
as per Line 5000 of Form T3010, Registered Charity Information Return. In the
response dated April 30, 2013, the Organization advised:
"The [Organization] produced these events and the expenditures were all
direct costs related to carrying out these events. The events were not fundraising initiatives and the intent was not to solicit funds from the public.
Accordingly, the [Organization] did not find it necessary or desirable to advertise
or publicize its role in the provision of these public venue programs. It is a
charitable program of the [Organization] by virtue of content and delivery of the
events. The program is called "
" and covers a wide array of
topics. Any identification of the [Organization] itself was unnecessary and had the
potential to undermine the objective of these events which was to facilitate
inqu.iry-based learning on a specific topic based on the investigation of questions,
scenarios and problems of interest to the attendees.
assistance
in identifying and encouraging individuals from a broad spectrum of the charitable
sector to participate in generating interest in the program within the sector and
ensuring the groups were diverse, knowledgeable, qualified and engaged. The
jOrganizationl believed that the program would attract more attendees and have
more credibility if
hosted the events rather that the [Organization]. The
premise of inquiry based learning is that such learning develops best in group
situations with a facilitator acting to draw on the combined experience and
knowledge base of the participants and encourage interaction with the learning
outcome of increased understanding of a complex topic."
We find it concerning that identifying the Organization was considered unnecessary and
had the potential to undermine the objective of these events. Yet, the Organization was
considered to have produced these events such that it could be expected to pay the
costs of the speaking events incurred by
. If the
speaking events
are not identified as activities of the Organization, paying or reimbursing the expenses
will not further its own charitable purposes.
Accordingly, in our view, the actual relationship between the Organization and
, the for-profit collaborator, is one in which the former does not exercise direction
and control over a collaborator and/or any activity conducted by the collaborator. Rather

