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Book taxes don’t add up
Digital readers have thrown a wrench into 
Quebec’s already confusing policy on taxing 
books. montrealgazette.com/business

T ax shelters always sound 
good at seminars.

Too often, though, they 
come back to bite you.

Thousands of  Canadians 
who contributed to an entity 
called the Funds for Canada 
Foundation have learned it 
the hard way these last few 
years.

They’ve been reassessed 
millions of  dollars in taxes 
after having their deductions 
for charitable contributions 
disallowed.

Morris Shore’s daughter 
was one of  them, and he’s still 
steamed about it. The West-
mount resident is a chartered 
accountant, and he’s the one 
who advised her to contrib-
ute shares of  publicly traded 
multinational Altria Corp. to 
the foundation in 2007.

He’d attended two of  the 

promoter’s seminars, held in 
an office at Place Ville-Marie, 
and was persuaded by what 
he read and heard.

Marketed by Burlington-
based ParkLane Financial 
Group Ltd., the shelter 
had a professional-looking 
brochure, a catchy slogan 
(“Canadians supporting 
Canadians”) and the name 
and photo of  a lawyer (Ed-
win Harris, Q.C., “counsel 

with the law firm of  McInnes 
Cooper, Halifax”) who had 
prepared a “tax opinion” on 
the structure.

That structure suppos-
edly allowed $10,000 worth of  
charity deductions per $2,500 
of  contribution using a com-
plex system of  transfers be-
tween trusts, sub-trusts and 
financial institutions in Can-
ada and Bermuda.

It had been reviewed “by 
hundreds of  tax and legal 
advisers of  participating 
donors,” ParkLane president 
Ron Olsthoorn wrote in the 
2008 brochure.

He also said “this innova-
tive tax-assisted product 
design provides a unique 
opportunity for Canadian 
donors to make significant 
cash contributions to regis-
tered Canadian foundations 

and charities,” claiming that 
more than $530 million had 
been raised so far “for various 
foundations and charities.”

Those that were supposed 
to get funds – the foundation 
listed several, including some 
familiar names – actually 
received only minuscule 
amounts.

“It was all very impres-
sive,” said Shore, 75. “It didn’t 
sound too good to be true be-
cause there were tax shelters 
– for instance, for movies, or 
research and development 
– where you could get more 
than you paid out.

“You could designate the 
charity of  your choice. And 
they had tax numbers, issued 
by both the federal and prov-
incial tax departments. When 
you see that, you figure the 
tax departments must have 

looked at them and given 
them the okay.”

By the time the tax depart-
ments did take a hard look, 
deemed it a “scheme” to en-
rich promoters and revoked 
its charity status (in 2009), 
more than $175 million in tax 
receipts had been issued.

Last week, an Ontario Su-
perior Court judge author-
ized a class-action lawsuit 
against the foundation’s dir-
ectors and participating com-
panies and trusts on behalf  
of  almost 10,000 Canadians 
from coast to coast.

Shore expects little money 
to be recouped.

While the taxes due have 
been paid, he’s holding out 
on the interest tab, which has 
been growing for four years 
and now exceeds $3,000. He 
intends to contest that charge 

in tax court, on the grounds 
that tax collectors must also 
accept some responsibility 
for the turn of  events.

“This charity had num-
bers issued by the tax depart-
ments. Why did it take six 
years to investigate and stop? 
A lot of  people got sucked in. 
It’s easy to say ‘you were neg-
ligent’. What about them?”

The CRA’s position is that 
a registration number is 
“for identification purposes 
only” and “does not guar-
antee that taxpayers are en-
titled to receive the proposed 
tax benefits.” It adds that 
taxpayers should avoid any 
scheme promising donation 
receipts three or four times 
the cash payment. 
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Be wary of too-good-to-be-true, charity-based tax shelters
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M ark Sher man is 
proud of  his humble 
roots.

The principal owner of  
Canada’s largest independent 
media services firm started 
at the bottom, as a ski repor-
ter and part-time mascot for 
CHOM 97.7 FM.

From those sweaty days 
in an overgrown rodent suit 
as Rocky Raccoon, Sher-
man moved on to become 
sales manager of  the classic 
rock radio station before em-
barking on his own venture. 

He started Media Experts 
in 1981, focusing primarily 
on buying media on behalf  
of  advertisers. This includes 
developing a strategy and de-
ciding which demographic 
to target, and buying ads to 
best reach that demographic 
using the most appropri-
ate medium, such as news-
papers, television stations or 
radio stations.

“At the time, 90 per cent of  
the money was being spent 
on the media, but only 10 per 
cent of  the discussion was on 
how the message would be 
delivered,” Sherman said. “It 
was backwards.”

The approach was con-
sidered to be revolutionary at 
the time.

Media Experts today has 
customers such as Aldo, Bell 
Canada, Best Buy/Future 
Shop, BMW Canada, Mini 
Canada, HBO Canada and 
WestJet with annual media 
billings of  close to $300 mil-
lion. It counts 125 employees 
spread out in three offices 

in Vancouver, Toronto and 
Montreal.

Last year was a banner 
year for the company. It cele-
brated its 30th anniversary, 
earned a silver in Strategy 
Magazine’s Media Agency of  
the Year Awards and Sher-
man tied with Terry Horton 
of  Cossette Media for Media 
Director of  the Year.

Sherman believes part of  
the company’s success can 
be attributed to the fact it’s 
independently owned and 
relatively small (compared 
to competitor multination-
als with tens of  thousands 
of  employees). That has al-
lowed the company to main-
tain an entrepreneurial 

spirit and react quickly to 
new trends.

His company was among 
the first to use a modem in the 
late ’80s and in 2007 produced 
Canada’s first Facebook ap-
plication as part of  a cam-
paign for Telus. Last October, 
the company became the first 
in Canada to open an online 
trading desk called Xpeto, a 
marketplace that matches 
advertisers with websites. It 
allows advertisers to make 
bids and instantly deliver ads 
to websites while targeting 
specific people based on their 
profiles and Internet brows-
ing behaviour.

Sherman said the Internet 
has revolutionized his indus-

try, calling the pre-Internet 
era the dark ages. And his 
firm has blossomed since 
those dark times, from just a 
dozen employees in 1999.

Although the company 
is spread out in three loca-
tions, with its largest office 
in Montreal, Sherman says 
he considers it all to be one 
office. That means employ-
ees collaborate between loca-
tions, and it also means there 
is just one company Christ-
mas party (either in Toronto 
or Montreal) and employees 
are flown in. The whole com-
pany also gets together every 
summer for a two-day retreat 
at a camp in Ontario’s Algon-
quin Park.

While most Canadians may 
never have heard of  Sher-
man or his company, many 
are surely familiar with one 
of  the company’s most suc-
cessful campaigns, in which 
aerospace and transportation 
giant Bombardier designed 
and built the Olympic Torch 
for the Vancouver 2010 Win-
ter Olympics.

Sherman said that cam-
paign took a number of  
years to come to fruition, 
after Bombardier first ap-
proached him saying it want-
ed to buy a few newspaper 
advertisements in hopes of  
improving its profile across 
Canada. Sherman’s firm 
convinced the company to 

become a major sponsor of  
the Canadian team in the 
2006 Olympics, and again in 
2008. When it came time to 
think about sponsoring the 
Vancouver Olympics, the 
company came up with the 
idea for Bombardier to build 
and design the torch.

“Our research found that 
the No. 1 symbol of  the Olym-
pics was the torch, and it em-
bodied the same kind of  val-
ues that we wanted to embody 
for the Bombardier brand,” 
Sherman said. “Given the 
complex nature of  the things 
that Bombardier designs and 
builds – jets, trains, airplanes 
– we thought it would be a 
great vehicle to display Bom-
bardier’s design capabilities.”

The torch relay received 
heavy media attention, 
which was complemented 
by an advertising campaign 
that included a television 
spot that premiered during 
the broadcast of  the opening 
ceremonies, minutes before 
the torch was brought into 
the stadium. The campaign 
won several international 
awards, and survey results 
showed that Canadians with 
favourable opinions of  Bom-
bardier rose 28 per cent after 
the campaign. Bombardier 
ranked third in a CROP list-
ing of  Canada’s most reput-
able companies.

“They went from the 
depths of  Canada’s most-
liked brands to No. 3,” Sher-
man said.
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the entrepreneurs
Media Experts �changed the way advertising works by focusing on the message – not the medium

Mark Sherman’s quiet revolution
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Mark Sherman started Media Experts in 1981. The company now employs 125 across three Canadian offices.

Paul Delean
tax Strategy

Lina Toyoda and Paul Luke

Postmedia News

VANCOUVER – Killer boots and 
a coveted bike are the stars 
of  Scott Hannah’s parable of  
temptation and retaliation.

A few years ago, a couple 
came to see Hannah in his 

role as CEO of  the Credit 
Counselling Society.

The guy, in his late 30s, had 
bought an expensive motor-
cycle six months before. He 
got it without discussing it 
with his partner.

When his slightly younger 
partner saw the bike, she 

headed out and snapped up 
a pair of  thousand-dollar 
boots.

“They looked smoking on 
her,” Hannah recalls. “She 
admitted it was done out of  
spite.”

The couple hadn’t come to 
Hannah for compliments: 
They came because they had 
financial trouble.

They didn’t know how 
much trouble. The two were 
agog as Hannah calculated 
that at their current savings 

rate they might have – at most 
– a couple of  hundred thou-
sand bucks stashed when 
they retired. The guy was 
earning about $80,000 a year.

“We got them back on 
track,” Hannah says. “He 
parted with the bike and she 
kept the boots.”

Hannah’s moral is that 
people who can’t save and 
can’t stop spending in mid-
life may find retirement a 
more austere experience 
than they’d expected. And 

trouble may hit well before 
they reach retirement. People 
age 35 to 55 comprise the lar-
gest single group of  clients 
the counselling society helps.

“That’s not surprising. 
These are people who are in 
their working years, raising 
families, incurring debts,” 
Hannah says.

“But what’s changed, and 
why this group is under fur-
ther pressure today, is those 
with families find their kids 
aren’t leaving home because 

they can’t afford to.”
Young people age 18 to 34 

are in a worse financial jam 
than any other age group, a 
poll conducted in B.C. by Ip-
sos Reid for the Vancouver 
Province shows.

Their situation is so dire 
and their state of  dependence 
so prolonged, they are under-
mining the financial health 
of  parents, say experts such 
as Hannah.

Boots were made for balking over retirement savings
Counsellors find adults 35 to 55 face 

new pressures as kids stay home longer
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