Canada Revenue  Agence du revenu
Agency du Canada

March 19, 2019

REGISTERED MAIL

BN: 845455484RR0001
File #: 3047042

Dear [

Subject: Notice of intention to revoke
Jacob Foundation

We are writing following our letter dated July 26, 2018 (copy enclosed), in which
Jacob Foundation (the Organization) was invited to respond to the findings of the audi
conducted by the Canada Revenue Agency (CRA), and explain why the registration «
the Organization should not be revoked in accordance with subsection 168(1) of the
Income Tax Act.

Please note in our correspondence of July 26, 2018, the audit period was incorrectly
identified as January 1, 2015 to December 31, 2017. The correct audit period is
September 20, 2011 to May 31, 2017.

We have now reviewed and considered your written responses dated August 7. 2018,
September 24, 2018, September 26. 2018, October 18, 2018, October 24, 2018, and
October 29, 2018. Your reply has not alleviated our concerns with respect to the
Organization’s non-compliance issues. OQur concerns are explained below.

1. Having an ineligible individual that is a director, trustee, or officer of the
charity

As stated in our letter dated July 26, 2018, it is our position that Robert Tennant meets
the definition of an ineligible individual pursuant to paragraph 149.1(1)(c) of the Act.
Given the serious nature of the non-compliance discovered during the audit of New
Horizon Charitable Foundation, there are concerns with Robert Tennant serving as
Director of the current registered charity under review, Jacob Foundation. In our view,
there were grounds for revocation of the Organization’s registration under paragraph
149.1(4.1)(e) and 168(1)(b) of the Act.

i

The information and documentation provided with your submission of October 29, 2018,
has alleviated the concerns expressed in our letter of July 26, 2018, regarding the
Organization having an ineligible individual on its board of directors. This issue has now
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been resolved, as Robert Tennant has resigned as a director of the Organization effective
October 15, 2018

However, your reply has not alleviated our concerns with respect to the Organization’s
failure to devote its resources to charitable activities. Our concerns are explained below:

2. Failure to devote resources to a charitable purpose

As stated in our letter dated July 26, 2018, our review of the Organization’s Form T3010,
Registered Charity Information Return, indicates that the Organization has been inactive
for the last six consecutive years. As such, it is our position that the Organization is
inactive and has failed to operate exclusively for charitable purposes. It is our
determination, there are grounds for revocation of the Organization’s registration for
failing to be “operated exclusively for charitable purposes” purusant to the definition of
charitable foundation in paragraph 149.1(1) of the Act. Additionally, there are also
grounds for revocation of the Organization’s registration under paragraph 149.1(3) and
168(1)(b) of the Act.

In your correspondence dated September 26, 2018, you stated that, “We agree that the
Foundation has not received any donations or other income nor made any donations to
Qualified donees in the last five years. That finding is indisputable and fully supported by
the Foundations T 3010 CRA Return filings.” In addition you stated that, “The
Foundation has spent considerable time and human resources and has incurred expenses
during the audit period to maintain its good standing with respect to regulatory filings
both with Corporations Canada and Canada Revenue Agency. The expenditure of time
and resources establishes that the Foundation is corporately active and certainly provides
evidence in support of the intentions of the Foundation to maintain its capacity to receive
donations and make gifts to Qualified donees™.

[t is our position that these expenditures are not charitable expenditures, and the
Organization has failed to demonstrate that it expended any resources on charitable
activities in furtherance of its charitable purposes. A registered charity must expend
resources on charitable activities in addition to fulfilling its administrative
responsibilities, such as maintaining good standing with respect to regulatory filings.

Furthermore, in its response dated September 26, 2018, the Organization also indicated it
will take steps to initiate charitable activity. Specifically, it stated that it will “open a
bank account, receive donations and make disbursements totalling at least $10,000 to
Qualified donees prior to its current fiscal year end”.

Based on the financial information provided on its T3010 and financial statements for the
fiscal periods under audit, the Organization currently does not have any resources to
disburse to qualified donees. Furthermore, the Organization tailed to provide concrete,
detailed and sufticient information on how the Organization intends to generate income
and make the said disbursements. Additionally, the Organization failed to indicate which
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qualified donees it intends to make its disbursements to. Therefore, our position remains
that the Organization is inactive and failed to devote its resources on charitable activities.

Conclusion

The audit by the CRA has revedled that the Organization is not complying with the
requirements set out in the Act. In particular, it was found that the Organization failed to
devote all its resources to charitable purposes. For this reason, 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.

For each of the reasons mentioned in our letter dated July 26, 2018, pursuant to
subsection 168(1) and 149.1(3), of the Act, we propose to revoke the registration of the
Organization. By virtue of subsection 168(2) of the Act, revocation will be effective on
the date of publication of the following notice in the Canada Gazette:

Notice is hereby given, pursuant to paragraphs 168(1)(b) and 149.1(3)(b).
of the Income Tax Act, that [ propose to revoke the registration of the
charity listed below and that by virtue of paragraph 168(2)(b) thereof, the
revocation of registration is effective on the date of publication of this
notice in the Canada Gazette.

Business number Name
845455484RR0001 Jacob Foundation
Edmonton AB

Should the Organization choose 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 KI1A 0OLS

A copy of the revocation notice, described above. will be published in the

Canada Gazette after the expiration ot 90 days from the date this letter was mailed. As
such, 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 concemning revocation of registration.
including appeals from a notice of intent to revoke registration can be found in
Appendix A, attached.

Consequences of revocation

As of the effective date of revocation:

a)

b)

¢)

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;

by virtue of section 188 of the Act, the Organization will be required to pay a
tax within one vear from the date of the notice of intention to revoke. This
revocation tax is calculated on 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 ot 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 A. Form T2046
and the related Guide RC4424, Completing the Tax Return Where
Registration of a Charity is Revoked, are available on our website at
canada.ca/charities-giving;

the Organization will no longer qualify as a public institution 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 public institutions. It vou 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).






ITR APPENDIX A
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) carrfes 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.7) 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
(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 naotice 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

(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
() 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) 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 (cother
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



(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

(fy in the case of a registered Canadian amateur athletic aésociation, 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 Gazefte, 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

(¢) 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 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 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,



(¢) 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,

() 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,

(9) 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

(/) refuses to accept an amendment to a pooled registered pension plan,

the person described in paragraph (a), (a.7) 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 (£. 1), or the administrator
of the plan in a case described in paragraph (h) or (i), 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



(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 (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

(¢) 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 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 liahilities under this Act or under the Excise Tax Act;




(d) that has filed all information returns required by subsection 149.1(14); and

(e) that is not the subject of a certificate under subsection 5(1) of the Charities
Registration (Security Information) Act or, if it is the subject of such a certificate, the
certificate has been determined under subsection 7(1) of that Act not to be reasonable.

188(2) Shared liability — revocation tax

A person who, after the time that is 120 days before the end of the taxation year of a
charity that is deemed by subsection (1) to have ended, receives property from the
charity, is jointly and severally, or solidarily, liable with the charity for the tax payable
under subsection (1.1) by the charity for that taxation year for an amount not exceeding
the total of all appropriations, each of which is the amount by which the fair market
value of such a property at the time it was so received by the person exceeds the
consideration given by the person in respect of the property.

188(2.1) Non-application of revocation tax

Subsections (1) and (1.1) do not apply to a charity in respect of a notice of intention to
revoke given under any of subsections 149.1(2) to (4.1) and 168(1) if the Minister
abandons the intention and so notifies the charity or if

(a) within the one-year period that begins immediately after the taxation year of the
charity otherwise deemed by subsection (1) to have ended, the Minister has registered
the charity as a charitable organization, private foundation or public foundation; and

(b) the charity has, before the time that the Minister has so registered the charity,

(i) paid all amounts, each of which is an amount 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 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 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



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 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

(i) 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

(¢) 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

10



(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

(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 transferred by the
charity before the particular time and during the post-assessment period to a person
that was at the time of the transfer an eligible donee in respect of the charity, equal to
the amount, if any, by which the fair market value of the property, when transferred,
exceeds the consideration given by the person for the transfer. :

189(6.3) Reduction of liability for penalties

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

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

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

189 (7) Minister may assess

Without limiting the authority of the Minister to revoke the registration of a registered
charity or registered Canadian 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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: @ Canada Revenue  Agence du revenu
; Agency du Canada

July 26, 2018
Jacob Froese ‘ BN: 845455484RRG0G1
Director File #: 3047042

Jacob Foundation
Suite 1165 5328 Calgary Traill NW
Edmonton AB T6H 4J8

Dear Jacob Froese:

Subject: Audit of Jacob Foundation

We are writing {0 inform you that Jacob Feundation (the Organization) has been selected by the
Canada Revenue Agency (CRA) for an audit as a registered charity under the [ncome Tax Act.

The audit related to the operations of the Organization for the period from 2015-01-01 to 2017-

12-31.

In our audit, we have identified issues of non-compliance with the provisions of the Act and/or
its Regulations in the following arcas:

AREAS OF NON-COMPLIANCE
Issue Reference
1. | Having an ineligible individual that is a director, trustee, or 149.1(4.1Xe),
officer of the charity 168(1)(b),
188.2(2)(d)
2. | Fatlure to devote resources to a charitable purpose 149.1(1), 149.1(3),
. 168(1)(b), 248(1)

This letter describes the areas of non-compliance identified by the CRA relating to the legislative
and common law requirements that apply to 1egistered charities, and offers the Organization an
opportunity to respond and present additional information. The QOrganization must comply with
the law; if it does not, its registered status may be revoked in the manner described in section 168
of the Act.

Identified area of non-complianece
Ineligible Individuals
The Act provides the CRA with the discretionary authority to suspend or revoke the

registration of a registered charity where an ineligible individual is a director, trustee,
officer or like official, or if such an individual controls or manages the charity directly or

Canada
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indirectly. As detailed below, it appears that one director of the Organization is an ineligible
individual.

Legislation
The definition of “ineligible individual” at subsection 149.1(1) of the Act reads,
“Ineligible individual,” at any time, means a person who has been

(a) convicted of a relevant criminal offence unless it is a conviction for which
(i) a pardon has been granted and the pardon has not been revoked or ceased to have
effect, or
(ii) arecord suspension has been ordered under the Criminal Records Act and
the record suspension has not been revoked or ceased to have effect,

(b) convicted of arelevant offence in the five-year period preceding that time,

(¢) a director, trustee, officer or like official of a registered charity or a registered Canadian
amateur athletic association during a period in which the charity or association engaged in
conduct that can reasonably be considered to have constituted a serious breach of the
requirements for registration under this Act and for which the registration of the charity or
association was revoked in the five-year period preceding that time,

(d) an individual who controlled or managed, directly or indirectly, in any manner whatever, a
registered charity or a registered Canadian amateur athletic association during a period in which
the charity or association engaged in conduct that can reasonably be considered to have
constituted a serious breach of the requirements for registration under this Act and for which its
registration was revoked in the five-year period preceding that time, or

(e) a promoter in respect of atax shelter that involved a registered charity or a registered
Canadian amateur athletic association, the registration of which was revoked in the five-year
period preceding that time for reasons that included or were related to participation in the tax
shelter.

Under section 149.1 (4.1)(e) of the Act, the CRA may revoke the registration of a registered
charity, if an ineligible individual is a director, trustee, officer or like official of the charity, or
controls or manages the chanty, directly or indirectly, in any manner whatever.

We have concermns with the Organization’s directors. Specificatly, we are referring to Robert
Tennant (Director). According to our records, Robert Tennant was previously listed as a Director
of a charity, New Horizon Charitable Foundation when its registration was revoked on
November 16, 2013, for serious breaches of the requirements for registration under the Act. Asa
result, Robert Tennant meets the definition of ineligible individual.



Summary

Based on our review, it is our position that Robert Tennant meets the definition of an ineligible
individual pursuant to paragraph 149.]1(1)(c) of the Act. Given the serious nature of the non-
compliance discovered during the audit of New Horizon Charitable Foundation, there are
concerns with Robert Tennant serving as Director of the current registered charity under review,
Jacob Foundation. In our view, there are grounds for revocation of the Organization’s
registration under paragraph 149.1(4.1)(e) and 168(1)(b) of the Act, and it is the CRA’s intention
to exercise ifs discretion to revoke on this basis.

Failure to devote resources to a charitable purpose

The Organization was registered effective 2011-09-20, with the following purposes (also known
as objects), per its (Letters Patent, Canada Not-for-profit Corporations Act, 2014-01-21):

a) To solicit and receive gifts, bequests, trusts, funds, and property and beneficially, or as a
trustee or agent, to hold, invest, develop, manage, accumulate and administer funds and property
for the purpose of distributing funds and property exclusively to registered charities as well as
“qualified donees” under the proviston of the Income Tax Act; and

b) To undertake activities ancitlary and incidental to the attainment of the aforementioned
charitable purpose.

Our review of the Organization’s Form T3010, Registered Charity Information Return, for the
above-noted fiscal periods, indicates that the Organization has been inactive for the last six
consecutive years. As such, it is our position that the Organization is inactive and has failed to
operate exclusively for charitable purposes.

[t is our determination that the Act requires that a registered charity be active in order to be
mecting the requirements for which it obtained registration. Furthermore, under 149.1(3) of the
Act, the Minister of National Revenue has the authority to grant registered status to those entities
that are active, and the discretion to revoke those that are inactive.

Specificalty, when considering the definition of a “registered charity” in subsection 248(1) of the
Act, along with the definition of a “charitable foundation” , in section 149.1(1) , which “ means a
corporation or trust that is constituted and operated exclusively for charitable purposes”. It is our
opinion that a charitable foundation must (emphasis added) be active.




Summary

It is our determination, there are grounds for revocation of the Organization’s registration for
failing to be “ operated exclusively for charitable purposes” purusant to the definition of
charitable foundation in paragraph 149.1(1) of the Act. As a result, it is our opinion that the
organization is not active. In our view, therc are grounds for revocation of the Organization’s
registration under paragraph 149.1(3) and 168(1)(b) of the Act, and it is the CRA’s intention to
exercise its discretion to revoke on this basis.

If the Organization no longer intends to carry on charitable programs, it needs to request
voluntary revocation of its registered status. If the Organization chooses to exercise this option,
we require the request in writing. The written request must be signed and dated by an authorized
representative we have on file. As a consequence of voluntary revocation, the Organization will
no longer be required to complete Form T3010. Additional consequences of voluntary revocation
include:

a) The Organization will no longer be exempt from Part | Tax as a registered charity
and will no longer he permitted to issue official donation receipts (emphasis
added). 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.

b) By virtue of section 188 of the Act, the Organization will be required to pay a tax
within one year from the date stated in T2051 A, Notice of Intention to Revoke a
Charity’s Registration. This revocation tax is calculated on prescribed Form
T2046 Tax Return Where Registration of a Charity is Revoked.

Under the Act, a registered charity becomes liable to pay the revocation tax when
it voluntarily gives up its registration, or when the CRA revokes its registration.
The purposc of this tax is to ensure that charitable property is applied to charitable
use. In essence, it requires a revoked charity to spend its money on its charitable
programs ot to donate it to an cligible donce. If the revoked charity does this, the
tax may be zero, To the extent that the charity fails to do this, the tax is sct at the
amount that remains, once outstanding debts have been paid. Persons connected
with the charity can also be liable for the tax under certain circumstances.

Form T2046 must be filed, and the tax paid, on or before the day that is one vear
from the date stated in the T2051A. Form 2046 is available on our website at
canada.ca/charities-giving.
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Subsection 188(2) of the Act stipulates that 2 person (other than a qualified
donee) who receives an amount from the charity is jointly, and severally liable
with the charity, for the tax payable under section 188 of the Act by the charity.

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

The Organization's options:
a) Respond

If the Organization chooses 1o respond, send wrilten representations and any additional
information regarding the findings outlined above within 30 days from the date of this
letter to the address below. After considering the response, the Director General of the
Charities Directorate will decide on the appropriate course of action. The possible actions
include:
* no compliance action;
e issutng an educational letter;
o resolving the issues through a Compliance Agreement;
o applying penalties or suspensions or both, as described in sections 188.1 and
188.2 of the Act; or
s issuing a notice of intention to revoke the registration of the Organization in the
manner described in subsection 168(1) of the Act.

b) Do not respond

The Organization may choose not to respond. In that case, the Director General of the
Charities Directorate may issue a notice of intention to revoke the registration of the
Organization in the manner described in subsection 168(1) of the Act.

1f the Organjzation appoints a third party to represent it in this matter, send us 2 written request
with the individual’s name, the individual’s contact information, and explicit authorization that
the individual can discuss the file with us.

If you have any questions or require further information or clarification, please contact me at
613-670-0739. My manager, Arlene Proctor, may also be reached at 613-670-9525.
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October 29, 2018

Canada Revenue Agency
Charities Directorate
Ottawa, ON K1A GLS

Attention: Fereshta Hedjran
Dear Sirs & Mesdames:

RE: Jacob Foundation (the “Foundation™)
BUSINESS NUMBER: 84545 5484 RR0O001

As requested, we enclose the following documentation in support of the Foundation's change of directors:

o Resignations of Robert | Tennant and Jacob Froese
o Confirmation that the required change of directors form has been filed with Corporations

Canada

o Confirmation that the relevant change of director form have been filed with Charities
Oirectorate

o Copies of Directors resolutions accepting the resignation. of Robert | Tennant and Jacob
Froese

We trust the enclosed documents now enable you to conclude the audit of the Foundation with no further
action required! by the Foundation and look forward 16 receiving confirmation in writing from your at your very
earliest corvenience.

Alternatively, please adwvise if you require anything further in order to complete the audit of the Foundation.

Yours truly,

Encls.
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© Note

This information is available to the public in accordance with legislation (see
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Corporation Number
793505-6

Business Number (BN)
845455484RC0001

Corporate Name
JACOB FOUNDATION

Status
Active

Governing Legislatlon
Canada Not-for-profit Corporations Act - 2014-01-21

Registered Office Address

SUITE 1165 5328 CALGARY TRAIL NwW
EDMONTON AB T6H 4J8
Canada

© Note

Active NFP Act corporations are required to update this information. Changes are
only legally effective when filed with Corporations Canada. A gcorporation key is
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Chonging o charlly's diradr, frusive, or Bke officks Informafion - Canexda. oa

I'l'l of Canads. du""“m“'“““’*"

Changmg a charlty s director, trustee, or like
official information

Tha Charities Directorate can only discires a charity’s file with reprosentatives of tha charity that we have on file.
Therefore, i is In your best intetest to make eure that we have up-to-dete information about your diregtors,
trusiees, or fike officiais

Changing or updating information
All fislds must be completed to process this request.

1. Print this page for each person you am adding, removing, or updating. If making multiple updates, you can
copy and pasts the content into another format or use it as a criideline for the information we need to make
any changes.

Z Fill out the printed page (tick the boxes to show if a person is being added, removed, or updated).

3. Sign the completed page (it must be signed by a person who has authorlty to sign for the charity),

4, Send the completad page(s) to the Charities Direciorate.

Note

This page does not replace the requirement to complate Form T1235, Directors/Trustees and Like Offitials
Worksheet, when you flle your Form T3010, Regisiered Charity Information Returmn. Form T1235 Is used to
update the director, tustes, and fike official information In the List of charities.

Charity information

Charity name: | JAQO % F@MWDA’TIO)()
Charlty BN registration number: 3%5%5 gng_ }é*f D00 /
Are you adding, removing, or updating information? Add [ Remove i[9 Updato O

Complets the following information about this person (piease print):

Public information
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TS Changing @ charty’s dracior, tusies, of Bu official fnformation - Canade.ca

Government Gouvemement
I* of Canada du Canada

NS 22 VIR LH1)

Changing a charity’s director, trustee, or like
official information

The Charities Directorate can only discuss a charity’s file with representatives of the charity that we have on file.
Therefore, it s in your bast interest to make gure that we have up-to-date information about your girgsiors,
frustees, or ke officials.

Changing or updating information
All fislds must bo completod to process this request.
1. Print this page for each person you are adding, removing, or updating. If making multiple updates, you can

copy and paste the content info another format or use il as a guideline for the information we need to make

any changes.
2. Eill aut the printed page (tick the baxes to show if a person is being added, removed, or updated).
3. Sign the completed page (it must be signed by 2 person who has authority to sign for the charity),
4. Send the conpleted page(s) to the Charities Directorate.

Note
This page does not replace the requirement to complele Form T1235, Directors/Trusiees and Like Offitials

Worksheet, when you file your Form T3010, Registered Charify Informatian Return, Fonm T1235 Is used to
update the director, trustee, and Bke official information In the List of charities.

Charity information

Charity name: JACOB  FounpATTO N
Are you adding, removing, or updating information? Md{RanmeDUpdabD

Complete the following information about this person {pleass print):

Public information

h!pam AmcH.LARN revanLc-ageneshrvicoschariSos-gvingicharities/operating-arenisiorac-cheri
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Wm2ans Changing a cherily's direcior, rusing, or s offickl fnformation - Canada oa

I* Government Gouvermement
of Canada du Canada

=+ Making a change {0 vour eroanizatio

Changing a charity’s director, trustee, or like
official information

Tha Charities Directorate can only discuss a charity’s file with representatives of the charity that we have on file.
Therafore, it Is in your best interest to make surs that we have up-to-date information about your dirsciare.
frugiess, or ke officials.

Changing or updating information
Al fialds must bo complated to process this requsst.
1. Print this page for sach person you are adding, removing, or updating. If making muliipla updates, you can
copy and paste the content into another format or use it as a guideline for the information we need to make

any changes.
2. Fill oul the printed page (tick the boxes to show i a person is being exided, remavsd, or updatad).
3 Sign the compieted page (it must be signed by a person who has authority to sign for the charity),
4. Send the completed page{e) to the Charities Directorate.

Note
This page doss not replace the requiremant to compiste Form T1235, Diectors/Trustees and Like Officials

Worksheet, when you file your Form T3010, Registered Charily Information Retum. Form T1235 Is used to
update the director, rustee, and fike official information In the List of charities.

Charity information

Charity name: \JACO % F@L{WDA’WO/‘/
Ars you adding, removing, or updating information? Addi!(ﬂmm:!l}pwﬂ:l

Complote the following information about this parson {please print):

Public information
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Changing 8 charity's direckr, inssios, or o offical rformation - Caneds.ca

TS
I* Government Gouvermnement
of Canada du Canada

i = Charities «+ Operating & registered chari
Changing a charity’s director, trustee, or like
official information

‘The Charilies Directorate can only dissuss a cherily’s file with representatives of the charity thet we have on file.
Therefore, it is in your bast interest to make eure that we have up-to-date information about your gingctors,
frugiees. or [ike officials

Changing or updating information
Al fislds must be compisted to process this request.

1. Print this page for each person you are adding, removing, or updating. If making muiltiple updates, you can
copy and pasts the content into another format or use it as a guideline for the information we need to make
any changes.

2. Fill aut the printed page (tck the boxes to show if a person is being added, removed, or updated).

3. Sign the completed page (it must be signed by a person who has authority to sign for the charity).

4. Send the completed page(s) to the Charities Diractorate.

Nota

This page does not repiace the requirement to complete Form T1235, Directors/Trustess and Like Officials
Workshest, when you flls your Form T3010, Registered Charity Information Retum. Form T1235 Is used to
update the director, trustes, and ke officlal information In the Ligt of charities.

Charity information _ »

Charity name: JACOB  FourhATToN

Cherty BN regisiration number: SH545 Susy  wf poo |
Are you adding, removing, or updating information? Add O Remove 19 Update [

Compiete the following information about this person {please print):

Public information
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