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 disbhursement 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
(&) 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.17) makes a dishursement by way of a gift, other than a gift made

(i) in the course of charitable activities carried on by it, or

(i) to a donee that is a qualified donee at the time of the gift;
(c) since June 1, 1950, acquired control of any corporation;
{d) since June 1, 1950, incurred debts, other than debts for current operating expenses, debts
incurred in connection with the purchase and sale of investments and debts incurred in the
course of administering charitable activities; or
{e) at any time within the 24 month period preceding the day on which notice is given to the
foundation by the Minister pursuant to subsection 168(1) and at a time when the foundation
was a private foundation, took any action or failed to expend amounts such that the Minister
was entitled, pursuant to subsection 149.1(4), to revoke its registration as a private
foundation.

149.1(4) Revocation of registration of private foundation
The Minister may, in the manner described in section 168, revoke the registration of a private
foundation for any reason described in subsection 168(1) or where the foundation
{8) 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.7) makes a disbursement by way of a gift, other than a gift made

{i} iIn 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 debtsﬁncurred 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 giff 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 ar 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, withinl 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 propefty (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 harket value of the
property, on charitable activities carried on by it or by way of gifts made to qualified donees
with which it deals at arm’s length; and

(e) of a registered charity, if an ineligible individual is a director, trustee, oﬁiFer 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

(2) 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 athlefic 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 assotiation aking a gift to
another person, club, society or association.




168(2) Revocation of Registration

Where the Minister gives notice under subsection 168(1) to a registered charity or to a
registered Canadian amateur athletic association,

(a) if the charity or association has applied to the Minister in writing for the revocation of its
registration, the Minister shall, forthwith after the mailing of the notice, publish a copy of the
notice in the Canada Gazette, and

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

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

168(4) Objection to proposal or designation

A person may, on or before the day that is 90 days after the day on which the notice was
mailed, serve on the Minister a written notice of objection in the manner authorized by the
Minister, setting out the reasons for the objection and all the relevant facts, and the provisions
of subsections 165(1), (1.1) and (3) to (7) and sections 166, 166.1 and 166.2 apply, with any
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 donee” in subsection
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149.1(1) that is or was registered by the Minister as a qualified donee or is an applicant for
such registration, or does not confirm or vacate that proposal or decision within 20 days after
service of a notice of objection by the person under subsection 168(4) in regpect of that
proposal or decision,
(b) refuses to accept for registration for the purposes of this Act any retiremgnt savings plan,
(c) refuses to accept for registration for the purposes of this Act any profit sharing plan or
revokes the registration of such a plan,
(d) [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 Minigter 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 potice under
subsection 147.1(11) to the administrator of a registered pension plan that the Minister
proposes to revoke its registration,

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

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

(i) 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 prompter in a case
described in paragraph (e. 1), the administrator of the plan or an employer :fo participates in

the plan, in a case described in paragraph (f) or (f.7), or the administrator of the plan in a case
described in paragraph (k) or (i), may appeal from the Minister's decision, of from the giving
of the notice by the Minister, to the Federal Court of Appeal.

180(1) Appeals to Federal Court of Appeal
An appeal to the Federal Court of Appeal pursuant to subsection 172(3) may be instituted by
filing a notice of appeal in the Court within 30 days from
(a) the day on which the Minister notifies a person under subsection 165(3) of the Minister's
action in respect of a notice of objection filed under subsection 168(4),
(b) [Repealed, 2011, c. 24, s. 55]

(¢) the mailing of notice to the administrator of the registered pension plan under subsection
147.1(11),
(c.7) the sending of a notice to a promoter of a registered education savings plan under
subsection 146.1(12.1),
{(c.2) the mailing of notice to the administrator of the pooled registered pension plan under
subsection 147.5(24), or
(d) the time the decision of the Minister to refuse the application for acceptance of the
amendment to the registered pension plan or pooled registered pension plan was mailed, or
ctherwise communicated in writing, by the Minister tc any person,

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




Section 188: Revocation tax

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

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

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

188(1.2) Winding-up period

In this Part, the winding-up period of a charity is the period that begins immediately after the
day on which the Minister issues a notice of intention to revoke the registration of a taxpayer
as a registered charity under any of subsections 149.1(2) to (4.1) and 168(1) (or, if earlier,
immediately after the day on which it is determined, under subsection 7(1) of the Charities
Registration (Security Information) Act, that a certificate served in respect of the charity under




subsection 5(1) of that Act is reasonable on the basis of information and evidence available),
and that ends on the day that is the latest of

(a) the day, if any, on which the charity files a return under subsection 189(6.1) for the
taxation year deemed by subsection (1) to have ended, but not later than thg¢ 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
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 agsessment, the
day on which the Minister may take a collection action under section 225.1 in respect of that
tax payable.

yable under

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 dirgctors or trustees
of the particular charity;

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

(c) that has no unpaid liabilities under this Act or under the Excise Tax Act;
(d) that has filed all information returns required by subsection 149.1(14); and

(e) that is not the subject of a certificate under subsection 5(1) of the Charitles 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 lyear 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 alljappropriations,
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 i
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 gbandons 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 registéred the charity as
a charitable organization, private foundaticn or public foundation; and
(b) the charity has, before the time that the Minister has so registered the charity,
(i) paid all amounts, each of which is an amount for which the charity is liable under
this Act (other than subsection (1.1)) or the Excise Tax Act in respect of taxes,
penalties and interest, and
(ii) filed all information returns required by or under this Act to be filedd on or before that
time.

188(3) Transfer of property tax
Where, as a result of a transaction or series of transactions, property owned by a registered
charity that is a charitable foundation and having a net value greater than 50% of the net



asset amount of the charitable foundation immediately before the transaction or series of
transactions, as the case may be, is transferred before the end of a taxation year, directly or
indirectly, to one or more charitable organizations and it may reasonably be considered that
the main purpose of the transfer is to effect a reduction in the disbursement quota of the
foundation, the foundation shall pay a tax under this Part for the year equal to the amount by
which 25% of the net value of that property determined as of the day of its transfer exceeds
the total of all amounts each of which is its tax payable under this subsection for a preceding
taxation year in respect of the transaction or series of transactions.

188(3.1) Non-application of subsection (3)

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

188(4) Transfer of property tax

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

188(5) Definitions
In this section,
“net asset amount”
« montant de l'actif net »
“net asset amount” of a charitable foundation at any time means the amount determined by
the formula
A-B
where
A
is the fair market value at that time of all the property owned by the foundation at that time,
and
B
is the total of all amounts each of which is the amount of a debt owing by or any other
obligation of the foundation at that time;
“net value”
« valeur nelte »
“net value” of property owned by a charitable foundation, as of the day of its transfer, means
the amount determined by the formula

A-B
where
A
is the fair market value of the property on that day, and
B

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



189(6) Taxpayer to file return and pay tax

Every taxpayer who is liable to pay tax under this Part (except a charity that is liable to pay
tax under section 188(1)) for a taxation year shall, on or before the day on or before which the
taxpayer is, or would be if tax were payable by the taxpayer under Part | for the year, required
to file a return of income or an information return under Part | for the year,

(a) file with the Minister a return for the year in prescribed form and containihg 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 ynder 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 withjout notice or
demand,
(a) file with the Minister
(i) a return for the taxation year, in prescribed form and containing prgscribed
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 tak 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 {nder 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 reassesged the tax liability
of the person, and that liability exceeds $1,000, that liability is, at any partictlar time, reduced
by the total of
(a) the amount, if any, by which
(i) the total of all amounts, each of which is an expenditure made by the charity, on
charitable activities carried on by it, before the particular time and dl:%ing 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 arid ends at the end

of the one-year period
exceeds

(i) the income of the charity for the post-assessment period, including gifts received by

the charity in that period from any source and any income that would be computed

under section 3 if that period were a taxation year, and
(b) all amounts, each of which is an amount, in respect of a property transfgrred by the charity
before the particular time and during the post-assessment period to a persan 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 ¢onsideration given
by the person for the transfer.




189(6.3) Reduction of liability for penalties

If the Minister has assessed a particular person in respect of the particular person’s liability for
penalties under section 188.1 for a taxation year, and that liability exceeds $1,000, that
liability is, at any particular time, reduced by the total of all amounts, each of which is an
amount, in respect of a property transferred by the particular person after the day on which
the Minister first assessed that liability and before the particular time to another person that
was at the time of the transfer an eligible donee in respect of the particular person, equal to
the amount, if any, by which the fair market value of the property, when transferred, exceeds
the total of

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

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

189 (7) Minister may assess

Without limiting the authority of the Minister to revoke the registration of a registered charity or
registered Canadian 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.





