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Dear Robert Tate:

Subject: Notice of intention to revoke
Ontario DeMolay Foundation

We are writing with respect to our letter dated February 9, 2023 (copy enclosed), in
which Ontario DeMolay Foundation (the Organization) was invited to respond to the
tindings of the audit conducted by the Canada Revenue Agency (CRA) for the period
from January [, 2018 to December 31, 2019. Specifically, the Organization was asked to
explain why its registration should not be revoked in accordance with subsection 168(1)
of the Income Tax Act.

In our February 9, 2023, letter, we explained that the audit conducted by the CRA had
identified that the Organization:

1. ltis not constituted and operated exctusively for charitable purposes

2. Failed to devote resources to charitable activities carried on by the QOrganization
itself — Gifted to non-qualified donee

3. Failed to file an information return as and when required by the Income Tax Act
and/or its Regulations.

We have now reviewed the Organization’s April 29, 2023, response, and it remains our
position that the non-compliance issues listed above have not been alleviated and
represent a serious breach of the requirements of the Act. Despite the Organization’s
response, for the reasons explained below, it has not addressed our concerns regarding
the identified areas of non-compliance. As such, it remains our position that the
Organization’s registration as a charity should be revoked.

Please find betow:
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¢ A summary of the issues ratsed in our February 9, 2023, letter;

e A summary of the Organization’s representations as provided in its
April 29, 2023, response; and

e The CRA’s response with respect to each issue.

1. Itis not constituted and operated exclusively for charitable purposes

It is our position that the Qrganization is not constituted and operated exclusively for
charitable purposes. To qualify as a registered charity, the Organization must be
established with a governing document which clearly defines the charitable purposes for
which it will operate and the beneficiaries of the activities it carries out must be the
public-at-large, or a sufficient segment thereof. Based on our review, the Organization
does not have a governing document, and the activities it undertakes suggest it is
operating as a non-charitable members’ group. Accordingly, the Organization has failed
to meet the requirements of subsections 149.1(1) of the Aect that it be constituted and
operated exclusively for charitable purposes. For this reason, it appears there may be
grounds for to revoke the Organization's registration as a charity under paragraph
168(1)(b) of the Act.

a) Governing document

The Organization was registered as a charity under the A¢f on September 10, 1989. on the
basis of a letter of affiliation with Canadian DeMolay Foundation of Canada (CDF). At
the time of registration, the Organization did not provide CRA with a copy of the CDF’s
governing document, nor has a copy been provided to the CRA during the course of this
audit. Consequently, it appears that the Organization was not established with a
governing document, and without such a document we are unable to verify that the
Organization has been established and operates for clearly defined and exclusively
charitable purposes. While it is possible to be registered as a charity as an internal
division of an existing registered charity, this does not appear to be the case with the
Organization, as its business number is separate and distinct from that of the CDF.

b) Activities

During the fiscal periods under audit the Organization reported the following amounts at
line 4910, "Research grants and scholarships as part of its charitable activitics, on its
Form T3010, Registered Charity Information Returns (Form T3010): $5,587 in 2018, and
$5,907 in 2019 or 78%, and 98% or the Organization total expenses of $7,048 and
$6,003, respectively. The audit determined these expenses were incurred solely for the
purpose of reimbursing other DeMolay chapters in Ontario for expenses related to
members of those chapters attending DeMolay-related conferences in Pennsylvania, the
DeMolay International Session in Washington, various Centennial Celebrations, and to
help Simcoe Grey York DeMolay with a garden. It is the CRA's position that the entities
reimbursed by the Qrganization are not qualified donees, as they are not themselves
registered charities or otherwise considered qualified donees under the Act, and even if
these entities were qualified donees, the expenses incurred by the Organization were 1o
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reimburse members of various Ontario DeMolay Chapters, or the Chapters themselves,
for member-related activities, and thus do not meet the public benefit test.

QOrpanization’s representations:

a) Governing document
The Organization provided the following:

s Form T2050, Canadian Charities and Canadian Amateur Athletic Associations
Application for Registration;

e Activities and program statement;

¢ Estimated expenditures to be made the first year of operation;

e A list of officer and directors. scanned March 31, 2013; and

e Bylaws of the Ontario DeMolay Foundation adopted October 3, 2014

by Activitics

The Organization provided the following description of its activities,
“Donations [are used to] fund training and education for members and adult
volunteers. Member training tife skills which include Time & Resources
Management, Public Speaking, Management Experience and understanding the
obligations of a law abiding citizen to name a few, The emphasis Adult
Volunteer Training shifted around the year 2000 to include the understanding
the boundaries when dealing with youth, legal and mail. As a result, the training
became more thorough and as a result, lengthy.”

CRAs response:

a} Governing documents

The documentation provided failed to alleviate our concern that the Organization
has been established and operated for charitable purposes. While the Organization
provided bylaws it adopted October 3, 2014, it did not provide a governing
document, such as, a constitution, incorporating document' or trust document.
Without such a document we are unable to verify whether the Organization has
been established and operates for exclusively charitable purposes.

by Activities
The Organization’s response has failed to alleviate our concern regarding its

failure to meet the public benefit test, as all of the documentation provided during
the audit demonstrates that the majority of the Organization’s funds were

! A search on Innovation, Science and Economic Development Canada, Search for a Federal Corporation - Onling
Filing Centre - Cotporations Canada - Corporations - Innovation, Science and Economic Development Canada.
determined that the Organization does not have an incorperating document.
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disbursed to DeMolay Chapters in Ontario, all of which are non-qualified donees.
The Organization stated in its April 29, 2023, representations that it was created
to support its members at the provincial and local chapter levels. CRA considers
"members’ groups” to be non-charitable, as they are usually formed exclusively to
further their own interests and/or the interests of their members, and therefore
lack the necessary element of altruism required to be charitable at law. Their
direct benefits are tied primarily to membership and are available only to
members, and as a result the transfer of resources to other DeMolay Chapters to
reimburse those chapters for member related expenses does not meet the public
benefit test.

Based on our review of the Organization’s representations, it remains our position that
the Organization has failed to meet the requirements of subsection 149.1(1) of the Act
that it be constituted and operated exclusively for charitable purposes, as it does not
appear to have been established with a governing document that defines and limits its
operations accordingly, and it has failed to meet the public benefit test. For this reason
there are grounds to revoke the Organization’s registration as a charity under paragraph
168(1)(b) of the Acr,

2. Failed to devote resources to charitable adtivities carried on by the
Organization itself — Gifted to non-qualified donee

It is our position that the Organization failed to comply with subsection 149.1(1) of the
Act by disbursing funds to non-qualified donees. Specifically, the majority of the
Organization’s funds ($5,587 in 20618, and $5,907 in 2019, or 78% and 98%,
respectively, of its total expenses) were disbursed by way of gift to different DeMotay
Chapters in Ontario, which are non-qualified donees.

Organization’s representations:

The Organization stated it was created to support its members, which belong to the
provincial and local DeMolay Chapters. Its expenditures support its mandate by covering
the costs incurred by members and adult volunteers when they attend training sessions.

CRA’s response:

The Organization’s explanation does not alleviate our concern that the Organization
made gifts to non-qualified donees during the audit period. While the Organization was
registered on the understanding its activities would largely support DeMolay Chapters.
the audit determined that its sole activity was gifting substantially all of its resources
(78% n 2018 and 98% in 2019) to various DeMolay Chapters, which do not appear to be
qualified donces, in order to reimburse costs incurred by their members. As noted above,
even if the provincial and locat DeMolay Chapters were qualified donees, the primary
purpose of the Organization’s disbursements was to reimburse DeMolay members for
expenses incurred for training courses and for attending conferences, which suggests the
Organization is functioning primarily as a non-charitable members’ group.
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Consequently, it remains our position that the Organization has failed to comply with
subsection 149.1(1) of the Act by disbursing funds to non-qualified donees or otherwise
failing to devote its resources to charitable activities. For this reason there are grounds to
revoke the Organization’s registration as a charity under paragraphs 149.1(2)(c) and
168(1)(b) of the Act.

3. Failed to file an information return as and when required by the Income Tax
Act and/or its Regulations

It is our position that the Organization failed to comply with subsection 149.1(14) of the
Act by failing to file an accurate Form T3010 for both fiscal periods under audit.
Specifically, the Organization completed both Section D Financial Information, and
Schedule 6: Detailed information, and failed to provide a breakdown on lines 5000,
"Total expenditures on charitable activities”, 5010, "Total expenditures on management
and administration”, 5050, "Total expenditures on fundraising"”, and 5040, "Total other
expenditures included in line 4950",

Qreanization’s representations:

The Organization stated that it is still investigating the issues surrounding its Form
T3010s as some of the individuals involved during the period under audit have passed
away and that its current members are reviewing its archived files.

CRA’s response:

Unfortunately this response does not resolve the identified non-compliance, and as such,
it remains our position that the Organization has failed to comply with the Acz by filing
an inaccurate Form T3010, and for this reason there are grounds to revoke the
Organization's registration as a charity under paragraph 168(1)(c) of the Aet.

Conclusion

The audit by the CRA found that the Organization is not complying with the
requirements for registration as a charity as set out in the Act. In particular, the audit
found that the Organization is not constituted and operated exclusively for charitable
purposes, failed to devote resources to charitable activities carried on by the Organization
itself, made gifts to non-qualified donees, and failed to file an information return as and
when required by the Acf and/or its Regulations. This non-compliance constitutes a
serious breach of the requirements for registration. For these reasons, it is our position
that the Organization no longer meets the requirements for charitable registration.

Consequently, for the reasons mentioned in our letter dated February 9, 2023, and
pursuant to subsection 168(1)(b), 168(c), and 149.1(2)(c} of the Act, we hereby notify
you of our intention to revoke the registration of the Organization. By virtue of
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subsection 168(2) of the Acs, the revocation will be effective on the date of publication of
the following notice in the Canada Gazette:

Notice is hereby given, pursuant to paragraphs 168(1)(b), 168(1)(c), and
subsection 149.1(2)(c) of the Jncome Tax Act, of our intention to revoke
the registration of the charity listed below and that by virtue of paragraph
168(2)(b) thereof, the revocation of registration will be effective on the
date of publication of this notice in the Canada Gazette.

Business number Name
890947542RRO00] Ontaric DeMolay Foundation
Nepean ON

Should the Organization choose to object to this notice of intention to revoke its
registration in accordance with subsection 168(4) of the Act, a written notice of objection,
with the Organization’s business number, 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
must be sent to:

Assistant Commissioner

Appeals Intake Centre

Post Cffice Box 2006, Station Main
Newmarket ON L3Y 0E9

Should the Organization choose not to file an objection to this notice of intention to
revoke with the CRA within this period, a copy of the revocation notice, described above,
will be published in the Canada Gazerre after the expiration of 90 days from the date this
letter was mailed. As such, the Organization’s registration will be revoked on the date of
publication.

A copy of the relevant provisions of the Aef concerning revocation of registration,
including appeals from a notice of intention to revoke registration, can be found in
Appendix A, attached.

Consequences of revocation
As of the effective date of revocation:

a) the Organization will no longer be exempt from Part [ 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 subscction
118.1(3) and paragraph [ 10.1(1)(a) of the Acr respectively;
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b) by virtue of section 188 of the Act, the Organization will be required to pay a tax
within one year from the date of the notice of intention to revoke. This revocation
tax is calculated on Form T2046, Tax Return where Registration of a Charity is
revoked. Form T2046 must be filed, and the tax paid, on or before the day that is
one year from the date of the notice of intention to revoke. The relevant
provisions of the Act concerning the tax applicable to revoked charities can also
be found in Appendix 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;

c¢) the Organization will no longer qualify as a charity for purposes of subsection
123(1) of the Excise Tax Aci. As a result, the Organization may be subject to
obligations and entitiements under the Excise Tax Act that apply to entities other
than charities that may result in significant changes in how the Organization
calculates its Goods and Services Tax/Harmonized Sales Tax (GST/HST) to be
collected, input tax credits, and rebate entitlements, If you have any questions
about your GST/HST obligations and entitlements, please go to canada.ca/gst-
hst or call GST/HST Rulings at 1-888-830-7747 (Quebec) or 1-800-959-8287
(rest of Canada).

Reminder

We advise that subsection 150(1) of the Acs requires that every corporation (other than a
corporation that was a registered charity throughout the year) file a return of income with
the Minister in the prescribed form, containing prescribed information, for each taxation
year. The return of income must be filed without notice or demand.

Yours sincerely,

Sharmila Khare
Director General
Charities Directorate

Enclosures
- CRA letter dated February 9, 2023
- Organization’s representations dated April 29. 2023
- Appendix A, Relevant provisions of the Act

c.c.:_Secretary - Treasurer
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February 9, 2023

Robert Tate
Secretary/Treasurer BN: 890947542RR0001
Ontario DeMolay Foundation Case #: 71030541

59 Holitman Dr
Nepean ON K2J 285

Dear Robert Tate:

Subject: Audit of Ontario DeMolay Foundation

This letter results from the audit of the Ontaric DeMolay Foundation (the Organization)
conducted by the Canada Revenue Agency (CRA). The audit related to the
Organization’s operations for the fiscal periods ending December 31, 2018, and

December 31, 2019,

The CRA identified specific areas of non-compliance with the provisions of the Income
Tax Act and its Regulations in the following areas.

AREAS OF NON-COMPLIANCE

Issue Reference
[. | It is not constituted and operated exclusively for charitable | 149.1(1)
purposes 168(1)b)
a} Governing document
i b) _Activities
2. ; Failed to devote resources to charitable activities carried on |} [49.1(1)
| by the Organization itself ~ Gifted to non-qualified donee 149.1(2)(c)
‘ ; ) . 168(1)b)
| 3. | Failed to file an information return as and when required 149.1(14), 149.1(2),
| by the Act and/or its Regulations 168{1)(b), and
| L68(1)c)

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

n*1

Canada




Identified areas of non-compliance

1. Itis not constituted and operated exclusively for charitable purposes

Legislation and jurisprudence:

In order 10 maintain charitable registration under the Act, Canadian law requires that a
charity demonstrate it is constituted and operated exclusively for charitable purposes (or
objects) and that it devotes its resources to charitable activities carried on by the
organization itself in furtherance thercof.! To be exclusively charitable, a purpose must
fall within one or more of the following four categories, also known as heads of charity,?
and deliver a public benefit:

(I)  therelief of poverty;

(2)  the advancement of religion;

(3) the advancement of education; and

(4)  other purposes beneficial to the community as a whole in a way which the
law regards as charitable.

An organization’s purposes must fall within one or more of these categories to be
considered for registration as a charity. The formal purposes set out in an organization’s
governing document must be clear and precise so as to reflect exclusively charitable
purposes.

The public benefit requirement involves a two-part test:

» The first pait of the test requires the delivery of a benefit that is recognizable and
capable of being proved, and socially useful. To be recognizabie and capable of
being proved, a benefit must generally be tangible or objectively measurable.

o Benefits may be measurable or intangible. Benefits that are not tangible or
objectively measurable should be shown to be valuable or approved by the

' See subsection 149.1(1) of the Act, which requires that a charitable organization devote all of its resources
to “charitable activities carried on by the organization itself” and Vancouver Society of Immigrant and
Visible Minority Women v MNR, [1999] | SCR 10, 1999 CanL1] 704 (SCC) at paras 156-159. A
registered charity may also devote resources to activities that, while not charitable in and of themselves, are
necessary to accomplish their charitable purposes (such as expenditures on fundraising and administration).
However, any resources so devoted must be within acceptable legal parameters and the associated activities
must not become ends in and of themselves.

* The Act does not define charity or what is charitable, The exception is subsection 149.1(1) which defines
charitable purposes as including “the disbursement of funds 1o qualified donees.” The CRA must thereforse
rely on the common law definition, which sets out four broad categories of charity. The four broad
charitable purpose categories, also known as the four heads of charity, were outlined by Lord Macnaghten
in Commissioners for Special Purposes of the Income Tax v Pemnsel, [18911 AC 331 (PC). The
classification approach was explicitly approved of by the Supreme Court of Canada in Guaranty Twst Co
of Canada v Minister of National Revenue, [1967] SCR 133, and confirmed in Vancou ver Society of
Immigrant and Visible Minority Women v MNR, [1999] 1 SCR 10, 1999 CanL |l 704 (SCQC).
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common understanding of enlightened opinion for the time being.” In most
cases, the benefit should be a necessary and reasonably direct result of how
the purpose will be achieved.* An assumed prospect or possibility of gain that
is vague, indescribable or uncertain, or incapable of proof, cannot be said to
provide a charitable benefit.®

o The second part of the test requires the benefit be directed to the public ora
sufficient section of the public. This means a registered charity cannot:

o have an eligible beneficiary group that is negligible in size, or restricted based
on criteria that are not justified based on the charitable purpose(s);
or

o provide an unacceptable private benefit. Typically, a private benefitis a
benefit provided to a person or organization that {s not a charitable
beneficiary, or to a charitable beneficiary that exceeds the bounds of charity.
A private benefit will usually be acceptable if it is incidental, meaning it is
necessary, reasonable, and not disproportionate to the resulting public
benefit.®

The CRA must be satisfied that an organization’s activities directly further charitable
purposes in a manner permitted under the Act. In making a determination, we are obliged
to take into account all relevant information. Accordingly, the current audit encompassed
an enquiry into all aspects of the Organization's operations. The fact that some of the
areas of non-compliance identified in this letter may, or may not, have been evaluated in
preceding audits does not preclude the need for compliance with existing legal
requirements. Furthermore, the CRA may take a position that differs from that reached
previously based on reconsideration of the pertinent facts and law.’

As indicated above, to be registered as a charity under the Act, Canadian law requires
that an organization’s purposes be exclusively charitable, must fall within one or more of
the four categories of charity and deliver a charitable public benefit, In addition, the

3 For more information about public benefit, see CRA Policy statement CPS-024, Guidelines for registering
a charity: Meeting the public benefit test. See also generally British Columbia (Assessor of Area #09 -
Vancouver) v Arts Umbrella. 2008 BCCA 103; and Vancouver Society of Immigrant and Visible Minority
Women v MNR, [1999] | SCR 10, 1999 CanL11 704 (SCC).

* For more information ahout public benefit, see CRA Policy statement CPS-024, Guidelines for registering
a charity: Meeting the public benefit test, and CRA Guidance CG-019, How 10 draft purposes for charitable
tegistration. See also; Commissioners for Special Purposes of the tncome Tax v Pemsel, [1891] AC 531
(PC) a1 583,

5 Co-operative College of Canada v. Saskatchewan (Huntan Rights Commission), 1975 CanLI1 808
(SK.CA) at para 19; Vancouver Society of [mmigrant and Visible Minority Women v MNR, [1555] 1 SCR
10, 1999 Canl.[l 704 (SCC) at para 202; For more information about charitable purposes see CRA
Guidance CG-019, How to draft purposes for charitable registration at para 19,

s For more information about public benefit, see CRA Policy statement CPS-024, Guidelines for registering
a charity: Meeting the public benefit test.

7 Canadian Magen David Adom for {srael v MNR, 2002 FCA 323 at para 6.
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purposes must define the scope of the activities that can be engaged in by the
organization,®

The question of whether an organization is constituted exclusively for charitabie purposes
cannot be determined solely by reference to its stated purposes, but must take into
account the activities in which an organization currently engages. In Vancouver Society
of Immigrant and Visible Minority Women v MNR, the Supreme Court of Canada stated
as follows:

In Guaranty Trust, supra at p. | 44, this Court expressed the view that the question of
whether an organization was constituted exclusively for charitable purposes cannot
be determined solely by reference to the objects and purposes for which it was
originally established. It is also necessary to consider the nature of the activities
presently carried on by the organization as a potential indicator of whether it has
since adopted other purposes. In other words, as Lord Denring put it in Institution
of Mechanical Engineers v Cane, {1961] A.C. 696 (H.L.), at p. 723, the real
question is, “*for what purpose is the Society at present instituted? (emphasis in
original).’

A charitable activity is one that directly furthers a charitable purpose, 1t requires z clear
relationship and link between the activity and the purpose it purports to further. If an
activity is, or becomes, a substantial focus of an organization, it may no longer be in
furtherance of a stated purpose. Instead, the activity may further, or even form, a separate
or collateral purpose. An organization with a collateral non-charitable purpose is
ineligible for registration under the Act.

Audit findings:

a) Governing document

The Organization was registered as a charity under the Act on September [0, [ 989, on
the basis of d letter of affiliation, also dated September 10, [989, which stated:

“This will certify that Ontario DeMolay is [affliiated] with Canadian DeMolay
Foundation of Canada. This will certify that the members of Ontaric DeMolay
Foundation agree to the affiliation and will abide by the objectives of the

v Canadian DeMolay Foundation (CDF) and the Canadian Supreme Counsel cf
Canadian DeMolay of Canada.”

However, at the time of registration the Organization did not provide CRA with a copy of
the CDF’s governing document, nor has a copy been provided to the CRA during the

* Vancouver Society of Imntigrant and Visible Minority Women v MNR, [1999] 1 SCR 10, 1999 CanL1!
704 (SCC) at para 159; Travel Just v Canada Revenue Agency, 2006 FCA 343 at para 2.

? Vancouver Society of immigrant and Visible Minority Women v MNR, [1999] 1 SCR 10, 1999 CanLlIl
704 (SCC) at para 194, lacobucci J. See also AYSA Amateur Youth Soccer Association v Canada
(Revenue Agency), 2007 SCC 42 at para 42.
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course of this audit, as was requested in our letter dated April 22, 2021, Consequently, it
appears that the Organization was not established with a governing document, and
without such a document we are unable to verify that the Organization has been
established and operated for charitable purposes. While it is possible to be registered as a
charity as an internal division of an existing registered charity, this does not appear to be
the case with the Organization, as its business number is separate and distinct from that of
the CDF.

b) Activities

During the fiscal periods under audit the Organization reported the following amounts at
line 4910, “Research grants and schofarships as part of its charitable activities™, on its
Form T3010, Registered Charity [nformation Returns (Form T3010): $5,587 in 2018, and
$5,907 in 2019. The Organization’s financial statements revealed that the following
expenditures were included in the amounts it reported on line 4910:

Fiscal period ending December 31, 2018

Ontario DeMalay Iner. ISC & Congress $3,420.00
Mississauga Chapter Keyman/30) $ 45225
(Mississauga Chapter Keyman/3 1) $ 452.25

(Ottawa Chapter/32) $ 452725
Royal City Chapter 33) § 45225

Simcoe Grey York (Garden Reimbursement/35) | $ 35835

Fiscal period ending December 31,2019

Ontario Jurisdiction DeMolay Canada/40 ©$4,365.00

Keyman/42 $ 525.10
Keyman/43 $1,0i6.85

The expenses make up 78% and 98%, respectively, of the Organization’s total expenses
of $7,048 in 2018, and $6,005 in 2019, as reported on line 4700, “Total expenditures™ of
its Form T30 10s. Based on the Organization’s June 2, 2021, representations, we have
determined these expenses were incurred solely for the purpose of reimbursing other
DeMolay chapters in Ontario for expenses related to members of those chapters attending
DeMolay-related conferences in Pennsylvania. the DeMoley International Session in
Washington, various Centennial Celebrations, and to help Simcoe Grey York DeMolay
with a garden, It is the CRA’s position that the entities reimbursed by the Orpanization
are not qualified donees, as they are not themselves registered charities or otherwise
considered qualified donees under the Act.

The CRA considers organizations that focus on advancing the interests of their members
rather than the community at large to be non-charitable "members’ groups”, Members’
groups are usually formed exclusively to further their own interests, and therefore lack
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the necessary element of altruism required to be charitable at law.'® Their direct benefits
are tied primarily to membership and are available only to members, and as a result the
transfer of resources to other DeMolay chapters to reimburse those chapters for expenses
does not meet the public benefit test.

Summary:

It is our view that the Organization is not constituted and operated exctusively for
charitable purposes. To qualify as a registered charity, the Organization must be
established with a governing document and the beneficiaries of the activities it carries
must be the public-at-large. or a sufficient segment thergof. Based on our review of the

~activities undertaken by the QOrganization it appears that the Organization may be
operating as a non-charitable “members” group™. Accordingly, the QOrganization has
failed to meet the requirements of subsections 149, 1(1) of the Act that it be constituted
and operated exclusively for charitable purposes. For this reason, it appears there may be
grounds for to revoke the Organization’s registration as a charity under paragraph
168(1)(b) of the Act.

2. Failed to dcvote resources to charitable activities carried on by the
Ovganization itself — Gifted to non-qualified donees

Legislation and jurisprudence:

Subsection 149.1(1) of the Act defines a charitable organization, which reads in part as:

charitable organization, at any particular time, means an organization,
whether or not incerporated,
{(a) constituted and operated exclusively for charitable purposes,
(a.1) all the resources of which are devoted to charitable activities
carried on by the organization itself[.. ]

To comply with the requirement that a registcred charity devote all of its resources to
charitable activities carried on by the organization itself, the Act alfows a registered
charity to use its resources (funds, personnel, and property) inside or outside Canada in
only two ways:

» for its own charitable activities — undertaken by the charity itself under its
continued supervision, direction and control:' and
s forgifting to qualified donees as defined in the Act

A qualificd donee means a donee defined in subsection 149.1{1) of the Act, as follows:

» aregistered charity (including a registered national arts service organization);

0 CPS.016 - Distinction Between Self-Help Groups and Members* Groups.
it Canadian Committee for the Tel Aviv Foundation v. Canada, 2002 FCA 72 {CanLIl) at para 3{.
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e aregistered journalism organization;

¢ aregistered Canadian amateur.athletic association;

o aregistered housing corporation resident in Canada constituted exclusively to provide
low-cost housing for the aged;

e arcgistered Canadian municipality;

e aregistered municipal or public body performing a function of government in Canada;

» aregistered university outside Canada, the student body of which ordinarily includes
stidents from Canada;

s aregistered foreign charity to which Her Majesty in right of Canada has made a gift;

+ Her Majesty in right of Canada or & province, or a territory; and

¢ the United Nations or an agency of the United Nations,

As the Act specifically states what constitutes a qualified donee, entities not expressly
stated in this list are not considered qualified donees.

Audit findings:

As stated above in Section 1, the Organization transferred amounts of $5,587 in 2018,
and $5.907 in 2019, or 78% and 98%, respectively, of its total expenses, to different
DeMolay chapters in Ontaric, all of which do not appear to be qualified donees. As such,
it is our position that Organization has gifted funds to a third-party entities that are not
gualified donees.

Summary:

As the majority of the Organization expenses were disbursements by way of gift to non-
qualified donees, the Organization has failed to demonstrate that it meets the test for
continued registration under 149.1(1) of the Act. For this reason there may be grounds,
under subsection [49.1(2)(c) of the Act, for the Minister to revoke the Organization’s
registration as a charity in the manner as described at paragraph 168(1)(b) of the Act.

3. Failed to file an information return as and when required by the Act
and/or its Regulations

Legislation and jurisprudence:

Subsection 149.1(14) of the Act states that:

Every registered charity and registered Canadian amateur athletic
association shall, within six months from the end of each taxation
year of the charity or association and without notice or demand, file
with the Minister both an information retum and a publiic information
return for the year in prescribed form and containing prescribed
information.
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It is the responsibitity of a charity to ensure that the information provided in its Form
T3010, Registered Charity Information Return, schedules and statements, is factual and
complete in every respect. A charity is not meeting its requirements to file an information
return in prescribed form if it fails to exercisc due care with respect to ensuring the
accuracy thereof. The Federai Court of Appeal has confirmed that a significant number of
inaccuracies, or beyond what might reasonably be viewed as minor, ina T3010 are a
sufficient basis for revocation.‘?

Audit Firdings

The audit revealed that the Organization inaccurately completed its Form T3010 for the
fiscal periods under review, as described in detatl beiow:

* For both fiscal periods under review the Organization compicted both Section D:
Financiat Information, and Schedule 6: Detailed Financial Information. Schedule 6,

must be completed only if any one of the following applies:

a) The charity’s total revenue from ail sources exceeds $100,000.

b} The amount of all property (e.g. investments, rental properties) not used in
charitable programs exceeds $25,000.

¢} The charity currently has permission to accumulate funds in the fiscal period.

For purposes of condition b), is the {erm property includes cash in bank accounts,
physical inventory of goods. stocks. bonds, mutual funds, GICs. land. and

buildings.

As the Organization cash assets exceed $25,000, it is required to complete Schedule
6 only.

o For fiscal period ended December 31, 2019, the Organization reported an amount at
{ine 4950, “Total expenditures before gifts to qualified dOonees”, however; failed to
provide a breakdown of this amount onto [ines 5000, “Total expenditures on
charitable activities™, 5010, *“Total expenditures on management and
administration”, 5050, “Total expenditures on fundraising”, and 5040, “Total other
expenditures inciuded in line 49507,

Summary:

[t is our position that the Organization has failed to comply with subsection 149.1(14) of
the Act by failing to file an accurate Form T3010. For this reason, there may be grounds
to revoke the registered status of the Organization under subsection 149.1(2) and
paragraphs 168(1)(b) and 168(1)(c) of the Act, in the manner described at subsection

168(1) of the Act, ‘

' Opportunities for the Disabled Foundation v NMNR, 2016 FCA 94 at paras 50-31.




The Organization's options:
a) IRespond

[f the Organization chooses to respond, send written representations and any
additional information regarding the findings outiined above within 30 days from
the date of this letter to the address below. After considering the response, we will
decide on the appropriate course of action, The possible actions inciude:
+ no compliance action;
» {ssuing an educational letter; ,
e resolving the issues through a Compliance Agreement;
s applying penalties or suspensions or both, as described in sections 188.1
and 188.2 of the Act; or
¢ 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. [n that case, we may issue a notice
of intention to revoke the registration of the Organization in the manner described
in subsection 168(1) of the Act.

The Act provides the Minister the discretion te reveke a charity’s registration, Section
168 of the Act describes the manner in which the Minister may revoke a charity’s
registration. In accordance with subsection 168(1) of the Act, when proposing to revoke,
the charity is given notice by registered mail of the Minister’s intention to revoke the
charity’s registration. The charity’s registration is not revoked until a copy of the notice is
published in the Canada Gazette. Paragraph 168(2)(b) of the Act allows the Minister to
publish the notice in the Canada Gazette any time after the expiration of 30 days from the
date of the mailing of the notice.

After considering the Organization’s response to this letter, the Minister may decide to
exercise her authority to revoke its charitable registration. If so, the Minister will issue a
notice of intention to revoke the Organization’s registration and will indicate in the notice
whether the Minister intends to publish the notice in the Canada Gazette immediately
after the expiration of 30 days from the date of the mailing of the notice,

If you appoint a third party to represent you in this matter, please send us a written
authorization with the party’s naime, contact information, and clearly specify the
appropriate access granted to the party to discuss the file with us. For more information
on how to authorize a representative, g0 on our website at canada.ca/en/revenue-
agency/services/forms-publications/forms/aut-01.
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If you have any questions or require further information or clarification, please do not
hesitate to contact me at the numbers indicated below. My manager, Julie McCaffrey,
may aiso be reached at 613-850-7091.

Yours sincerely,

Shannon Morash
Charities Directorate
Canada Revenue Agency

Telephone:  343-551-5937
Toll Free; [-800-267-2384
Facsimile: 613-94[-0i86

c.c.: Barry Burchill
Director



Ontario Demolay

Foundation

ODF

To! Shannon Morash

ce George Ingraham

Re: ’ BN 890947542RR0001 Case # 71030541

Comments:  Plaase find attached, our reply to the above case with supporting documents. If you need more
infermatlon, please let me know.



CRA
BN 890947542RRO001
Case #: 71030541

[ write this in résponse to your letter of February 9™, 2023. | will say that the Executive of this
Foundation has changed since this matter arose. | came on board in 2022,

1 will address each are of non-compliznce individually.

issue 1

a. Governing Attached (If this is not sufficlent, can CRA provide guidance on how 1o update it to

meet new campliance reguliations)

h. Danations fund training and education for members and adult volunteers. Member training life
skills which include Time & Resource Management, Public Speaking, Management Expetience
and understanding the obligations of a law abiding citizen to name a few. The emphasis Adult
Volunteer Training shifted around the year 2000 to include the understanding the boundaries
when dealing with youth, legal and moral. As a result, the training became mote thorough and
as a result, lengthy.

|ssue #2

The Foundation was cteated to support the members which belong at the provincial and local chapter
leveis. The donation amounts of $5,587.00 in 2018 and $5,907.00 in 2019, do in fact support aur
mandate by cavering the cost of members and adult voiunteers to attend training sessions, the core of

gur mandate,

Issue H#3

| am stiil investigating this issue. Some of those involved at the time in question have since passed away
and | am still reviewing archived files,

| have included (attached) the original {T2050) Application for Registration and the 2014 By-iaws.

| hope that this sheds more light on the Case. If you have any questions, please let me know.

Treasurer, Demolay Faundation of Ontario

Z003/034



.*. Canada Reverius  Agence du ravanu
Agency du Canada

February 9, 2023

Robert Tate

Sccratary/Treasurer BN: 890947542RR0001
Oatatio DeMolay Foundation Case #: 71030341

59 Holitman Dr

Nepean ON K2J 255

Dear Robert Tate:

Subject: Audit of Ontario DeMolay Foundatton

This letter results from the audit of the Ontario DeMeolay Foundation (the Qrganization)
conducted by the Canada Revenue Agency (CRA). The audit rejated to the
Organization’s operations for the fiscal periods ending December 31, 2018, and -

December 31, 2019.

The CRA identified specific areas of non-compliance with the provisions of the Income

Tax Act and its Regulations in the following areas,

Q005/034

AREAS OF NON-COMPLIANCE

Issue : Reference
1. | It is not constituted and operated exclusively for charitable | 149,1(1)
purposes 168(1)(b)
a) Governing document
b) Activities
2, | Failed to devote resources to charitable activities carried on | 149.1(1)
by the Organization itself — Gifted to non-qualificd donee | 149.1(2)(c)
_ 168(1)(b)
3. | Failed to file an information relurn as and when required 149.1(14), 149.1(2),
by the Act and/or its Regulations L68(1)(b), and
168(1)(c)

This letter describes the areas of non-compliance identificd by the CRA relating to the

leglslative and common law requirements that apply to registered charities, and offers the

Qrganization an opportunity to respond and present additional information and explain

why lts registered status should not be revoked. The Organization must comply with the
law; if it does not, its registered status may be revoked in the manner deseribed in section

168 of the Act.

Canadi
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Identified areas of non-compliance

1. Itis not constltuted and operated exclusively for charitable purposes

Legisiation and jurisprudence:

In order to maintain charitable registration under the Act, Canadian law requires that a
charity demonstrate it is constituted and operated exclusively for charitable purposes (or
objeots) and that it devotes ts resources to charitable activities carried on by the
organization itself in furtherance thereof.! To be exclusively charitable, a purpose must

fall within one or more of the following four categories, also known as heads of charity,*

and deliver a public benefit;

(B
(2)
(3)
4

the relief of poverty;

the advancement of religion;

the advancement of education; and

other purposes beneficial to the community as a whole in a way which the
law regards s charitable.

An organization’s purposes must fall within one or more of these categories to be
considered for registration as a charity. The formal purposes set out in an organization’s
_governing document must be clear and precise so as to reflect exclusively charitable

purposes.

The public benefit requirement involves a two-patt test:

= The first part of the test requires the delivery of a beuefit that is recognizable and
capahle of being proved, and socially useful, To be recognizable and capable of
being proved, o benefit must generally be tangible or objectively measurable.

o Benefits may be measurable or intangible. Benefits that arve not tangible or
objectively measurable should be shown to be valuable or approved by the

! Sea suhsection 149, 1(1) of the Agt, which requires that a charliable organization devote all of lts resources

to “charitable activitios carried on by the organization itzelf and Vancouver Soclety of Immigeant and
Visible Minority Women v MNR, {1999] | §CR [0, 1999 CanL|1 704 (SCC) al paras 156-1359. A

registered chasity may also devote resources to activities that, while not charitable In and of themselves, are
necessary to accomplish their gharltable purposes (such as expendltures on fundraising and administeation),
Hawever, any resources so devated must be within acceptable legal paramelers and the assoclated activities

musl ot beeome ends in and of themselves.

! The Act doss nol define charity or what is charitabls, The cxeeplion is subsectlon 149,11} which defines
charitable purposes ag including “the disbursement of lunds to qualified donees.” The CRA must therefore

rely on the eommon law definition, which sets oul faur broad cutogorles of charily. The four broad
charitnble purpase catcgorics, alsa known as the four hoads of charity, were outlined by Lard Macnaghten
in Commissioners far Speclal Purposes of the Income Tax v Pemsel, [1891] AC 531 (PC). The
clussification approach was explicitly approved of by the Supreme Court of Canada in Guaranry Tiust Co
of Canada v Minister of National Revenue, [1967] SCR 133, and confirmed in Vancouver Society of
Imtnigram and Visible Minority Women v MNR, [1999] | SCR 10, 1099 Canl.l1 704 (SCC).

@oos/03s
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common understanding of enlightened opinion for the time being.” In most
cases, the benefit should be a necessary and reasonably direct result of how
the purpose will be achieved. An assumed prospeet or possibility of gain that
is vague, indescribable or uncertain, or incapable of proof, cannot be said to
provide a charitable benefit,’

« The second part of the test requires the benefit be directed to the public or a
sufficient saction of the public, This means a registered charity cannot:

o have an cligible beneficiary group that is negligible in size, or restricted based
on criteria that are not justified based on the charitable purpese(s);
or

o provide-an unacceptable private benefil. Typlcally, a private benefit is a
benefit provided to a person or organization that is not a charitable
beneficiaty, ot to a charitable beneficlary that excesds the bounds of charity.
A private benefit will usually be acceptable il it is incidental, meaning it is
nécessary, reasonable, and nol disproporiionate to the resulting public
benefit.?

The CRA must be satisfied that an organization’s acllvities direotly Further charitable
purposes in a manner permitted under the Act. In inaking a determination, we are obliged
to take into account all retevant information, Accordingly, the cuerent audit encompassed
an enquiry into all aspects of the Organization’s operations. The fact that some of the
areas of non-compliance identified in this letter may, or may not, have been gvaluated in
preceding audits does not preclude the need for compliance with existing Jegal
requirements, Furthermore, the CRA may take a position that differs from that reached
previously based on reconsideration of the pertinant facts and taw.”

As indicated above, to be registered as a charity under the Act, Canadian law requires
that an organization’s purposes be exclusively chatitable, must fal/ within one or more of
the four categories of charity and deliver & charitable public benefit, In addition, the

* Por more information about public benefit, see CRA Policy stutement CP5-024, Guidelines far rogistering

a charity: Maeting the publie benefil test, See also generally British Columbia (Assessor of Area #(9 -

Vanopuver) v Arts Umbrella, 2008 BCCA 103, and Vancouver Society of lmmlgrant and Visible Minarity

Waman v MNR, [1999] | SCR 10, 1999 Caal.1l 704 (5CC).

* For more informaiion about public benefil, see CRA Policy siatement CPS-024, Guidelines for registering

a charity: Maeting the public benefit test, and CRA Cuidance CG-019, How Lo draft purposes for charitable

ceglstration. See also; Commissioners for Spectal Purposes of the Inoome Tax v Pemsel, [1891] AC 531

(PC) at 583,

5 Co-operative Collega of Canada v. Saskatchewan (Fuman Rights Commission), 1975 CanLIl §08

(SKCA) al para |9; Vancouvet Soclety of Immigrant and Visible Mlnorlty Women v MNR, [1999] 1 SCR
10, 1999 CanLII 704 (8CC) at para 202; For morg information about charitable purposes see CRA

Guidanee CG-019, How 1o draft purposes for chavitable registratlon at para 19,

¢ For more information about publio benefit, ses CRA Policy statement CPS-024, Guidelines for registering

a charity: Meeting the public benefil Lesl,

7 Canadian Magen David Adom for Istael v MNR, 2002 FCA 323 at para 69,
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purposes must define the scope of the activities that can be engaged in by the
organization.?

The question of whether an organization is constituted exclusively for chatitable purposes
cannot be determined solely by reference to its stated purposes, but must take into
account the activities in which an organization currently engages. In Vancouver Society
of Immigrant and Visible Minority Women v MNR, the Supreme Court of Canada stated
as follows:

In Guaranty Trust, supra af p. 144, this Court expressed the view that the guestion of

whether an organization was constituted exclusively for charitable purposes cannot

be determined solely by reference to the objects and purposes for which it was

originally established. It is also necessary to consider the nature of the activities

presently carried on by the orgenization as a potential indicator of whether it has

since adopted other purposes. In other words, as Lord Denning put it in nstitution

of Mechanical Engineers v Cane, [1961] A.C. 696 (H.L.), at p. 723, the real

guestion IS “for what purpose is the Society at present instituted? (emphasis in \
original).” .

A charitable activity is one that directly furthers a charitable purpose. It requires a clear
relationship and link between the activity and the purpose it purports to further. If an
activity is, or becomes, a substantial focus of an organization, it may no longer be in
furtherance of a stated purpose. Instead, the activity may further, or even form, a separate
or collateral ptrpose. An organization with a collateral non-~charitable purpose is
ineligible for registration under the Act.

Audit findings:

a) Governing docurment

The Organization was registered as & charity under the Act on September 10, 1989, on
the basis of a letter of affiliation, also dated September 10, 1989, which stated:

“This will gertify that Ontario DeMolay is [affillated) with Canadian DeMolay
Foundation of Canada. This will certify that the members of Ontario DeMolay
Foundation agree to the affiliation and will abide by the objectives of the
Canadian DeMolay Foundation (CDF) and the Canadian Supreme Counse! oF
Canadian DeMolay of Canada.”

However, at the time of registration the Organization did not provide CRA with a copy of
the CDF’s gaverning document, nor has a copy been provided to the CRA during the

* Yancouver Sociely of Immigrant and Visible Minorily Waomen v MNR, [1969] I SCR 10, 1999 Canfl]
704 (SCC) at para 159 Travel Jusl v Canada Revenue Agency, 2006 FCA 343 ot para 2.

! Vancouver Saciety of Immigsanl and Visible Minorily Women v MNR, [1999] | SCR 10, 1998 CanLll
704 (SCC) at para 194, [rcabuce J. Seo also AYSA Amatcur Youlh Soccer Associalion v Canada
{Revenue Agency), 2007 SCC 42 at para 42,
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course of this audit, as was requested in our letter dated April 22, 2021. Consequently, it
appears that the Organization was not established with a governing document, and
without such a document we are unable to verify that the Organization has been
established and operated for charitable purposes. While it is possible to be registered as a
charity as an internal division of an existing registered charity, this does not appear to be
the case with the Organization, as its business number is separate and distinct from that of
the CDF. :

b) Activities

During the fiscal periods under audit the Organization reported the following amounts at
line 4910, “Research grants and scholarships as part of its charitable activities”, on its
Form T30]0, Registored Charity Information Returns (Form T3010); $5,587 in 2018, and
$5,907 in 2019, The Organization's financial statements revealed that the following
expenditures were included in the amounts it reported on line 4910:

Fiscal period cnding December 31,2018

Ontario DeMalay Tner, 1SC & Congress $3,420.00
Mississauga Chapter Keyman/30) | § 45225
(Mississauga Chapter Keyman/31) | § d452.25

(Ottawa Chapter/32) § 452.25 |
oyal City Chapter 33) $ 452725
imcoe Grey York (Garden Reimbursement/35) | §  358.35

Fiscal period ending December 31, 2019

Outario Jurisdiction DeMolay Canada/4t) $4.365.00 |

eytnan/42 $ 525.10
Keyman/43 $1,016.85

The expenses muke up 78% and 98%, respectively, of the Organization's total expenses
of $7,048 in 2018, and $6,003 in 2019, as reported on fine 4700, “Total expenditures” of
its Fornt T3010s. Based on the Organization's June 2, 2021, representations, we have
determined these expenses were incurred solely for the purpese of reimbursing other
DeMolay chapters in Ontario for expenses related to members of those chapters attending
DeMolay-related conferences in Pennsylvania, the DeMoley International Session in
Washjngton, various Centennial Celebrations, and to help Simcoe Grey York DeMolay
with a garden, It is the CRA’s position that the entitice reimbursed by the Organization
are not quelified donees, as they are not themselves registered chatrities ot otherwise
considered qualified donecs under the Act.

The CRA considers organizations thut focus on advancing the interests of their members
rather than the community at large to be non-charitable "members’ groups". Members'
groups are usually formed exclusively to further their own interests, and therefore lack
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the necessary element of altruism required to be chatitable at law.'" Their direct benefits
are tied primarily to membership and are available only to members, and as a result the
transfer of resources to other DeMolay chapters Lo reimburse those chapters for expenses
does not meet the public benefit test,

Summary:

It is our view that the Organization is not constiluted and operated exclusively for
charitable purposes. To qualify as a registered charily, the Organization must be
established with a governing document end the beneficiaries of the activities it carries
must be the public-at-large, or a sufficient segment thercof. Based on our review of the
activities undertaken by the Organization it appears that the Organization may be
operating as & non-charltable “members’ group”. Accordingly, the Organization has
failed to meet the regquirements ot subsections 149.1(1) of the Act that it be constituted
and operated exclusively for charitable purposes. For this reason, it appears there may be
grounds for to revoke the Organization’s registration as a charity under paragraph
168(1)(b) of the Act.

2. Falled to devote resources to charitable activitics carried on by the
Organization itself — Gifted to non-qualified donees

Legislation ang jurisprudence:
Subsection 149.1(1) of the Act defines a charitable organization, which reads in part as;

charitable organizntion, at any particular time, means an organization,
whether or not incorporated,
(a) constituted and operated exclusively [or charitable purposes,
(a.1) all the resources of which are devoted to charitable activities
carried nn by the organization itseif {...] °

To comply with the requirement that a registered charity devote all of its resources to
charitable activities carried on by the organization itself, the Act allows a registered
charity to use its resources {funds, personnel, and property) inside or outside Canada in
only two ways:

« for its own charitable activities — undertaken by the charity itself under its
continued supervision, direction and control;'! and
= for giftitg to qualificd donees as defined in the Act

A qualified donee means a donee defined in subsection 149,1(1) of the Act, as follows:

¢ aregistered charity (including a repistered national arts service organization);

* CPB-016 — Distinclion Between Sell-Help Groups and Members® Groups,
Y Canadian Committes for the Tel Aviv Foundation v, Canada, 2002 FCA 72 {CanL11) at para 2|




.

s aregistered journalism organization,

e aregistered Canadian amateur athletic association;

« aregistered housing corporation resident in Canada constituted exclusively to provide
{low-cost housing for the aged,

» a registered Canadian municipality;
a registered municipal or public body performing a function of gavernment in Canada,
a registered university outside Canada, the student body of which ordinarily includes
students from Canada; '
a registered forcign charity to which Her Majesty in right of Canada has made a gift,

e Her Majesty in right of Canada or a provinee, ot a tervitory; and

o the United Nations or an agency of the United Nations.

As the Act specifically states what constitutes a qualified donee, entities not expressly
stated in this list are not consideted qualified donees.

Audit findings:

As stated above in Section [, the Organization transferred amounts of $5,587 in 2018,
and $5,907 in 2019, or 78% and 98Y%, respectively, of its total expenses, to different
DeMolay chapters in Ontario, all of which do not appear to be qualified donees. As such,
it is our position that Otganization has gifted funds to a third-party entities that are not
qualified danees.

Summary:

As the majority of the Organization expenses were disbursements by way of gift to non-
qualified donees, the Organization has failed to demonastrate that it meets the test for
continued registration under 149.1(1) of the Act. For this reason there may be grounds,
under subsection 149.1(2)(c) of the Act, for the Minister to revoke the Organization’s
tegistration as a charity in the manner as described at paragraph 168(1)(b) of the Act.

3. Failed to file an information return as and when regulred by the Act
and/or ity Regulationy

Legislatio jurisprudence;
Subsectlon 149.1(14) of_the Act states that:

Every registered chatily and registered Canadian amateur athletic
association shall, within six months from the end of cach taxation
year of the charity or association and without notice er demand, file
with the Minister both an information return aid & public information
return for the year in prescribed form and containing prescribed
information.
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It is the responsibility of a charity to ensure that the information provided in its Form
T3010, Registered Charity Information Return, schodules and statements, is factual and
complete in every respect. A charity is not maeting itg requirements (o file an information
return in prescribed form if it fails to exercise due care with respect to ensuring the
accuracy thereof, The Federal Court of Appeal has conflirmed that a significant number of
inaccuracies, or beyond what might rcasonably be viewed as minor, ina T3010 are a
-sufficient basis for revocation.'?

Audit Findings

The audit revealed that the Organization inaccurately completed its Form T3010 for the
fiscal periods under review, as described in detail befow:

» For both fiscal periods under review the Organization completed both Section D:
Financial Information, and Schedule 6: Detailed Financial information. Schedule 6,
must be completed only ifany one of the following applics:

a) The charity's total revenue from all sources exceeds $100,000.

b) The amount of all properly (e.g. investments, rental properties) not used in
charitable programs exceeds $25,000.

¢) The charity currently has permission to accumulate funds in the fiscat period.

For purposes of congditian b), is the term property includes cash in bank accounts,
physical inventory of goods, stocks, bonds, mutual funds, G1Cs, land, and
buildings.

As the Organization cash assets exceed $25,000, it is required to complete Schedute

& only. .

s For fizcal period ended December 31, 2019, the Organization reported an amaunt at
line 4950, “Total expenditurcs before gills to qualified dOonees™, however; failed to
provide a breakdown of this amount onto liies 5000, “Total expenditures on
charitable activities”, 5010, “Total expenditures on management and
administration™, 5050, “Tolal expenditines an fundraising”, and 5040, “Total other
expenditures included in line 4950",

Summary;

It is our position that the Organization has failed to comply with subsection 149.1(14) of
the Act by failing to ftle an accurate Form T3010. For this reason, there may be grounds
to revole the registered status of the Organization under subsection 149.1(2) and
paragraphs 168(1)(b) and 168(1)(c) of the Act, in the manner described at subsection
168(1) of the Act.

't Opportunities for the Disabled Foundation v MNR, 2016 FCA 94 al paras 50-51,



The QOrganization's options:
a) Respond

If the Organization chooses to respond, send written representations and any
additional information regarding the findings outlined above within 30 days from -
the date of this Jetter to the address helow. After considering the respanse, we will
decide on the appropriate course of action. The possible actions include:
s no coinpliance action;
e issuing an educational letter;
» rcsolving the issues through a Compliance Agreement
o applying penalties or stispensions or both, as described in sections 188.1
and 188.2 of the Act; or
¢ issuing a notice of intention to rcvoke the registration of the Organization
in the manner deseribed in subsection 168(1) of the Act.

b) Do not respond

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

The Act provides the Minister the discretion to revoke a charity’s registration. Section
168 of the Act describes the manner in which the Minister may revoke a charity’s
registration. In accordance with subsection 168(1) of the Act, when proposing to revoke,
the charity is given notice by registered mail of the Minister’s intention to revoke the
charity’s mglstratlon The charity’s registration (s not revoked until a copy of the notice is
published In the Cenada Gazette. Paragraph 168(2)(b) of the Act aliows the Minister to
publish the notice in the Canada Gazette any time after the expiration of 30 days from the
date of the mailing of the notice.

After considering the Qrganization’s response to this letter, the Minister may decide to
exercise her authority to revoke its charitable reglstration. If so, the Minister will issue a
notice of inlention to revoke the Organization’s registration and will indicate in the notice
whether the Minister intends to publish the notice in the Canada Gazette immediately
after the expiration of 30 days from the date of the mailing ol the notice.

If you appoint a third party to represent you in this matter, please send us  writien
authorization with the party’s name, contact information, and clearly specify the
appropriate access granted to the party to discuss the file with us, For more information
on how to authorize a representative, go on our website at canada.ca/en/revenue-
agency/services/forms-publications/forms/aut-01.
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If you have any questions or require further information or clarification, please do not
hesitate to contact me at the numbers indicated below, My manager, Julie McCaffrey,
may also be reached at 613-850-7091.

Yours sincerely,

Shannon Morash
Charitigs Diirectorate
Canada Revenue Agency

Telephong:  343-551-5937
Toll Free; 1-800-267-2384
Facsimile! 613-941-0186

c.c.! Barry Burchill
Director
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! * Revatye Canada Revenu Canada fAev. 86
Taxation Impot For Depactmental use gnly
- REG N NUMBER
@ CANADIAN CHARITIES AND ISTRATION 1Utre
CANADIAN AMATEUR ATHLETIC ASSOCIATIONS T
3 APPLICATION FOR REGISTRATION

« APPLICANT — A Ganadtan corporallon, trual, organization or associalion when applying for ragistratlon as g charily or as a Canadian
amateur athlsilc assbclatlen for purposes of tha Income Tax Act.
s One complatad applicatian, wilh full particulars as lisied below, Iz lo be forwardad to |ha Gharitiss Division, Revanue Canad a, Taxatlon,
‘Ollawa, Ontario, KIA OLS.
« For assislancs in completing (his form contact the effice mantionad above using the foliowing lelephaone numbars:
Toll free 1-800-267-2084; Otlawa 9540410 or rafar lo the pamphlat “Registering Your Charily" avallabla at tha above addrass or from
your losal Dialilet Taxalion Offica.
s+ A geparsia poplication mugt be filed by each branch, section. parish, congragetion or other divislon of a charity that racalves donetions or
hag fncome on s own behaif,

NEME OF APBLIGANT . -
James Heffel (Ontaric Demclay Foundation)

iiuimi ADDRESS Ismn atg Ng,, F.0, Bax, or R.R. Na.) -

ADDRESS AT WHICH BOOHS AND RECOROS WILL BE KEPT -

{Clty/Town {Province)
RELIGIOUS OENOMINATIDN (IF aprplicable) FISCAL DAY MONTH
PERIQD
ENDS 5 12
PARTICULARS

PART | ~ The following 1s required of an applicant for regislration as € charly as well as an applicant for ragistralion as a Canadien amataur

alhigtlc asaaciatien.

1. Allgsh 2 gerlifisd® topy of each of the document(s) under which (he applicant was esiabilshed and whicnh slalas its objects or pur-
posas and governs It operalions, such a3 Lellers Patenl orCertficale of Incorporation, Appilcstion for incorporatlon,
pMamorandum or Artlcios of Asegciation, Copelitulion, Trust documant, By-taws, ale.

Yf applicant Is nat Incorporatad, cerfification requires the signatures of at loget ihree officers of the organization and the affsative
data of the gocumeant

2 . Allach a stalernant which wiii reveai Tuil details of Iha activides and/or programs 10 be carded on by tha applicant In furiharance of eagh
of tite pbjacta or purposaes siated In it govaring documants,

3. Atlach a copy of tha Sfatemant of Resalpts and Dishursements and of the Assals and Liahitities for the las! compieled year or fiscal
perlod of pperalton prior to dala of gpplication. if nol in operallon, a copy of the budgal, ar an estimale of the expandilures to bae
made in the Arst yvear of operaon, should be attached. N

4, Allach a llst showlng the full nama, address and occupallon of alt the axaculive or diracting officers (e.g. directers, Lrustess, officars)
of the appilcant, inciuding, in Lha cage of & parish or congragalion, the namg of tha pries!, pastor or minigler in chargs. (This rafars to
{hosa Individuala who set the policy of the organizatlon or asgoctation anefor direct its operetions.)

& . Doas the applicant own or intstwl & acquire real property, .8, — land and/or buildings?

ili YES X NG

[#"YES", state the neme in which tha titla thareto s ar will be registered,

PART ll = The following s requlred onky of an appticant for ragistralion as a charlly.

6 . Indlcale the designation of which this applicant is sesking registration:
X charllable organization O pubiic foundation O private foundstion G unsure

(Pleass nole that each of lerms “charlfable arganizatlan®, "public foundation® and "privale foundation” nave specific technlc al maan-
ings for tha purpoges of the Income Tax Acl.)

7 Was tive applicant formed for lna purpesa of funding registered charllies (or othar quailfisd donees liated in paragraphs 110(1}(a) or (9}
of ke 1ncame Tax Act) lo Ehe extani of mora than 50% of it annual incoma?
0 YES X NO
B . Ara 50% or mare of the persons refarred (o In ltem 4 above relaled by blood, marrlaga or adoption?
{t.a, do not deal with 8ach ather at arm's lenglh)
{YES XNO
9. To tha best of yaur knowledge, will this applicant be fundad primarily by ona parson or by a group of persorne who are relaled by blood,
marrlage ot adoplian{ (i.e. will more than 50% of tha Lelal contribullons received coma frem ong parson or e group of persons not daal-
Ing al arm's tength? Ngte; "peraonu” does not include Har Majagly in right of Canada or a provinca. a municlpality, snother registered
charlty thelis not a privale foundation, or a non-profit club, soclaty or agsociation).
YES X NO
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e CERTIFICATION
&
e m et e e et e e U dL e e s
| James gt - ol -
’ hj B BTG 1 DI AT rnas 0 PERDIE 2 npp bala uakaw (Higiug rint.) Audruae
) VMERLERY CERTIEY hal the wiarmaton givan 0 this applcation and i all dosumanla aitachad iw lrua, gorrga) 2rid samptete [N avery

raspacl. (Note: g a gorlous ottence (o maks 1alae of docaptive gialemenis.)
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M Addraiu Tainphena Nymbyr
Futm snnaticud and pieasiived by order of tho Mt or o Mallea Favamin - {Frangals o vores)

ONTARIO DEMOLAY FOUNDATION

particulars 1. of part 1

Attached are certified true copy of the appropriake STATUTES of

the Order of DeMolay:

: a2 = 8tatutes cover az amended May 19, 19835,

b .Provisions relating to Supreme Council - Order of DeMolay
{ Part 11 Page 3)
¢ - Page 20 ARTICLE 41 relating to the Issuance of Charters.

d - page 34 ARTICLE 45 MEMBERSHIF Boys ages 13- tec 21 Years,




ONTARIO REMOLAY FOQUNDATION

PRRTICULARS 2 PART 1

ACTIVITIES And prograns

The purpose ,of the Foundation is to create, collect, recelve
and maintain a Charitable and Educational - Leadership fund
and apply the income and principal thereof to carry out any

and all purposes of the Qrder of DeMolay for Boys ages 13 21 years
in Ontario.

More simply stated the Foundaticn chartersd will be to ingure
the perpetuity of Cntario DeMolay and gsee that no young man
is prevented from benefiting from DeMolay programs.

To that end, the Foundation’s earnings are pledged to:
‘1 Advancement of Fducation - Leadership Training Programs

Engage in Leadership Training through attendance at provincial,
National and International sponsored workshops and Training Cemps.

2 DeMolay Membership Programs

Engage in an active Membership advertising Progran through
out the Prewvince of Ontario.

3 Advisor Training- Rducational, Leadership, and Filnancial.
Engage in Provincial and Napicnal sponsored Programs to the
betterment of every yound man in Ontario and to impazt this
up~to-date knowledge to the DeMolay Beys 13-21 Years.

4 Charitahle Projects:

Engage in civic service projects such asz canvassing for the
United Way or Heart Fund, raising funds for Crippled Childre,,
Seeing EYE Dogs plegrams . assisting senior CITIZENS and
much mere, '

General - DeMolay is differsnt from other Ycouth Groups. It is self

suppotrting. It dees not depend cn general community or Provincial
fund raising drives nor Government grants.

Few Organizatidns enjoy the dignity that DeMclay imparts to its
members through the philosophy and principles embodied in the
leedership, and c¢itizenahip training that teaches lessons of
TRUTH, COURAGE, FIDELITY , AND TOLERANCE. .

We also have a active Sport Programs and Social Events.



GNTARTO DEMOLAY FOUNDATION -

PARTICULARS 3 PART I

ESTIMATE OF EXPENDITURES T0O BE MADE IN THE FIRST YEAR QF OPLRATION

Advancement of Educaticn - Leadership training Programs.
§ Demolay chapters, Ottawa, Toronto, Belleville, Hamilton,
London & Windsor all ac¢tive,

New Chapters: proposed, Kingston, Barrie, Chatham & Sarnia

Estimated Rudget: $500.00 each Chapter TOTAL $4,500
Demolay Membership Promotion: TOTAL 5 200
Advisor Training $ 200.00 =sach Chapter TOTAL $ 1,800
Charitable Projects: Crippled Children

and Seeing EYE DOG TCTAL 5 600

"GRAND TOTAL $ 7,800
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ONTARIO DEMOLAY FOUNDATION --—

PARTICULARS 4 FART 1

The following is the slate of Officers and Directors.

Fresident: James Heffel

Coccupation:
Secretary:

cccupation: [
treasurer:  Brad wager |

DIRECTORS

Donald Harrison:

Roy Doherty,

Rev Lloyd Carver,

sencs vepier [

i
| o rorco: . I




BY-LAWS
ONTARIO DeMOLAY FOUNDATION

Adopted: October 3, 2014

PREAMBLE

The Ontario DeMolay Foundation was established under the authority of DeMuolay Canada
to suppart and promote the Order of DeMolay in Ontario. The Foundation was granted
charitable status by the Canada Revenue Agency in 1989 (Charitable Number: B.N.:

890047542RR0001).

ARTICLE [
PURPOSE

The purpose of the Ontario DeMolay Foundation (Foundation) is to create, collect, receive
and maintain a Charitable and Educational - Leadership fund and to apply the income and
privicipal thercof to support any and all purposes of the Order of DeMolay in Ontario,
bearing in mind the seven (7} precepts of the order: Filial Love, Reverence for Sacred
Things, Courtesy, Comradeship, Fidelity, Cleanness and Palriotism,

Ta this end, the Foundation’s activities include, but are not limited to, the following:

1. Advancement of Bducation - Leadership Training Programs
Engage in Leadership Training through provineial, national and international
conferences and workshops.

2. DeMolay Membership Programs
Engage in an active Membership Promotion Program through out the Province of

Ontario,

3. Advisor Training- Educational, Leadership, and Financial.
Engage in Provincial and National spongored Programs to the bettetment of every
young man in Ontario and to inipart this up-to-date knowledge to the DeMolay

members,

4, Charitable Projects: :
Engage in ¢ivic service projects such as the United Way, Heart Fund, support programs
for physically challenged children, support to senior citizens and other charitable

activities,

Adopted: October 3, 2014 /3
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Ontario DeMolay Foundation — By-laws

5. Sport and Social Programs
Engage in Leadership and Citizenship development through support of DeMolay sport

and social aclivities.
ARTICLE 11

MEMBERS

The members of the Foundation shall congist of such persons as may be appointed by the
Board or elected to membership at any duly called meeting of the Foundation. Membership
of any person thay be terminated at any time for failure to attend three (3) consecutive
General Meetings, by a majority vote of the Board or by majority vote of the membership
at any General or Special Mesting thereof.

ARTICLE 1
BOARD OF DIRECTORS

1. The affairs and business of the Foundation shall be managed and directed by a Board
of Directors (the Board) consisting of the following:
a) President
by Secretary/Treasurer
c) Vice-President
d) Executive Officer of DeMolay Ontario
e) Chair of the Advisory Council of each DeMolay Chapter in Ontario
fy Director(s)-at-Large

2. Provision shall be made at each General Meeting for the election of the President,
Secretary/Treasurer, Vice-President and Directors-at-Large, as appropriate. Members
of the Board shall normally be elected for a term of three years and may be elected for
a further three-year term. A further term may be permitted after the lapse of a
minimum of one year out of office as a Director.

3. Should a vacancy occur in the membership of the Board by reason of death,
resignation, ot removal from office, the remaining Directors shall elect, by majority
vote, a qualified person to complete the unexpired term of such member.

4. A Director may withdraw or resign at any duly constituted meeting of the members of
the Foundation or by notice in writing to the President or Secretary/Treasurer of the

Foundation.

Adopted: October 3, 2014 2/5
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Ontario DeMolay Foundation — By-iaws

ARTICLE IV
POWERS AND DUTIES - BOARD OF DIRECTORS

The Board of Directors shall have the power and authority to do any lawful act deemed
necessaty, convenient, or incident to carrying out the purposes for which this
Foundation is formed. Without limiting the generality of the foregoing, the Board shall
direct, manage, control, and conduct the business and affairs of the Foundation, and
shall have all the power ta collect and receive all monies paid to the Foundation to be
used Tor the purposes described in Article | of these by-laws; to employ necessary
persons and to pay necessary and reasonable expenses required to carry out the work of
the Foundation and to use all of the balance of such monies, for the purposes described
in Article 1.

The Board may appoint such Directors-at-Large and committees, as it deems
necessary, convenient, or incident to carry out the objectives and purposes of the

Foundation,

The Executive Commitlee shall consist of the President, Secretary/Treasurer, Vice-
President and the Executive Officer of DeMalay Ontario. It shall have and may
exercise the powers of the Board in the management of the business and affairs of the

Foundation.

Any two (2) members of the Executive Committee shall on behalf of and in the name
of the Ontario DeMolay Foundation be authorized to provide appropriate procedures to
open and maintain bauk accounts in a Financial [nstitution protected under the Canada
Deposit [nsurance in Ontario, co-sigo cheques, disperse funds, arrange and provide for
any related services that may be required. '

The Executive Committee shall, at all meetings of the Board or Foundation, provide a
summary of all actions taken by the Committee since the last meeting for ratification
and indemnification by the meeting.

ARTICLE V

MEETINGS

. Mectings of the members of the Board and the Foundation shall be held at a time and

place designated by the President, of which all members shall receive due notice. In
the absence of the President, the Secretary/Treasurer shall cal] the mecting. Meetings
may be held in person, of by means of communication by which all members
participating may simultaneously hear each other during the meeting. Every effort will
be made to maxiimize the use of electronic transmissions to facilitate commmunications
and decision-making among all members of the Foundation.

Adopted: QOctober 3, 2014 /s
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Ontario DeMolay Foundation - By-laws

2. A General Meeting of the Foundation shall be held at least once every [8 months.
Each member shall be notified orally, in writing, or by electronic transmittal at least
fifteen (15) days prior to the date of such meeting. Provision shall be made at such
meetings, for the members of the Foundalion to elect or reelect such Directors to the

Board as appropriate.

3. A Special Meeting of ihe Foundation shall be called upon the wrilten request of five
(5) members of the Foundation sent to the President stating the purpose for which the
request is made. The President shall call the meeting within thirty (30) days of receipt
of the last of the tive (5) written reguests. Members of the Foundation shall be given at
least ten (10) days notice of the Special Meeting, which notice shall include the
purpase for which the Special Meeting is being held.

4. Atany meeting of the Board, three (3) Directors shali constitute a quorum.

5. Atany meeting of the Foundation, the members present shall constitute a quorum.

6. Decisions at all meetings of the Foundation shal) be based on consensus or a simple
majority vote.

ARTICLE VI

OFFICERS

1. The President shall act as Chair of the Board of’ Directors and shall:

a)

b)

preside at all meetings of the Foundation. Tn the event that the President is unable
to aitend a meeting, the members present shall elect a tetnporary Chair for the
meeting.

liave general supervision of the affairs of the Foundation and such other powers
and duties as may properly belong to his office or as shall be prescribed by the

Board,

2. The Secretary/Treasurer shall:

a)

b)

<)

d)

give notice of all meetings, attend neetings of the Foundation, and keep and
maintain a complete and detailed record of their proceedings. 1n the absence of the
Secretary/Treasurer, the Chair shall appoini a temporary Secretaty/Treasuret,

be responsible for the safckeeping of all records belonging to the Foundation,
including the books of account and financial records.

be the custodian of, and shall receive, safely keep, and account for, all monies of
the Foundation and shall make payments and disbursements as directed by the
Board.

depesit the funds of the Foundation in such banks or trust companies as may {rom
time to time be designated by the Board.

Adopted: Octoher 3, 2014 4/5
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Ontario DeMolay Foundation — By-laws

e) make recommendations to the Board with respect to changes or improvements in
the method in keeping of records or additional records which should be maintained.
As soon as practicable after the end of each fiscal year, and more often if requested
by the Board, he shall prepare from such books and records, a statement of the
financial condition of the Foundation, its assets, liabilities and net worth and such
supplementary reports as may be necessary to disclose the Foundation’s financial
condition.

f) have such other duties and powers as the Board may prescribe.

ARTICLE VII

FINANCIAL REVIEW
‘The Board shall arrange for at least two (2) persons at arms-length from the Foundation to
examine the books, papers, accounts, and funds of the Foundation and to submit to the
Board a report to be presented at the General Meeting of the Foundation.

ARTICLE VIII

AMENDMENT OF BY-LAWS

Any member may propose an amendment to these by-laws in writing to the President, |t
shall be sent to all members of the Foundation at least thirty (30) days prior to any duly
assembled General Meeting of the Foundation. These by-laws may be amended by an
affirmative vote of two-thirds of the inembers of the Foundatioh present at the duly
assembled General Meeting, provided that no amendment shall be adopted which shall
change the nature of the Foundation, nor which shall have the effect of diverting to other
purposes any monies already received by the Foundation for the purposes set out in Article
| of these by-laws.

Adopted: Oclober 3, 2014 5/5




APPENDIX A

Qualified Donees
149.1 (1) Definitions

charitable foundation means a corporation or trust that is constituted and operated exclusively
for charitable purposes, no part of the income of which is payable to, or is otherwise available
for, the personal benefit of any proprietor, member, shareholder, trustee or settlor thereof, and
that is not a charitable organization

charitable organization, at any particular time, means an organization, whether or not
incorporated,

(a) constituted and operated exclusively for charitable purposes,

(a.1) all the resources of which are devoted to charitable activities carried on by the organization
itself,

(b) no part of the income of which is payable to, or is otherwise available for, the personal
benefit of any proprietor, member, shareholder, trustee or settlor thereof,

(c) more than 50% of the directors, trustees, officers or like officials of which deal at arm’s
length with each other and with

() each of the other directors, trustees, officers and like officials of the organization,
(i1) each person described by subparagraph (d)(i) or (ii), and

(ii1) each member of a group of persons (other than Her Majesty in right of Canada or of
a province, a municipality, another registered charity that is not a private foundation, and
any club, society or association described in paragraph 149(1)(1)) who do not deal with
each other at arm’s length, if the group would, if it were a person, be a person described
by subparagraph (d)(i), and

(d) that is not, at the particular time, and would not at the particular time be, if the organization
were a corporation, controlted directly or indirectly in any manner whatever

(i) by a person (other than Her Majesty in right of Canada or of a province, a
municipality, another registered charity that is not a private foundation, and any club,
society or association described in paragraph 149(1)(1)),

(A) who immediately after the particular time, has contributed to the organization
amounts that are, in total, greater than 50% of the capital of the organization
immediately after the particular time, and

(B) who immediately after the person’s last contribution at or before the particular
time, had contributed to the organization amounts that were, in total, greater than
50% of the capital of the organization immediately after the making of that last
contribution, or )




(ii} by a person, or by a group of persons that do not deal at arm’s length with each other,
if the person or any member of the group does not deal at arm’s length with a person
described n subparagraph (i)

qualified donee, at any time, means a person that is
(a) registered by the Minister and that is

(1) a housing corporatioﬁ resident in Canada and exempt from tax under this Part because
of paragraph 149(1){(i) that has applied for registration,

(11) a municipality in Canada,

(1if) a municipal or public body performing a function of government in Canada that has
applied for registration,

(iv) a university outside Canada, the student body of which ordinarily includes students
from Canada, that has applied for registration, or

(v) a foreign charity that has applied to the Minister for registration under subsection
(26),

(b) a registered charity,
(b.1) a registered journalism organization,
(¢) a registered Canadian amateur athletic association, or

(d) Her Majesty in right of Canada or a province, the United Nations or an agency of the
United Nations.

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

(i1) to a donee that is a qualified donee at the time of the gift.

149.1 (3) Revocation of registration of public foundation

The Minister may, in the manner described in section 168, revoke the registration of a public
foundation for any reason described in subsection 168(1) or where the foundation

(a) carries on a business that is not a related business of that charity;

2



(b) fails to expend in any taxation year, on charitable activities carried on by it and by way of
gifts made by it to qualified donees, amounts the total of which is at least equal to the
foundation’s disbursement quota for that year;

(b.1) makes a disbursement by way of a gift, other than a gift made
(i) in the course of charitable activities carried on by it, or
(i1) to a donee that is a qualified donee at the time of the gift;
(¢) 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
ol 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

(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
(1) in the course of charitable activities carried on by it, or
(ii) to a donec that 1s 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
3



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. tf it has in a taxation year received a gift of property (other than a
designated gift) from another registered charity with which it does not deal at arm1’s length and 1t
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; '

(e) of a registered charity, if an ineligible individual is a director, trustee, otficer or like official
of the charity, or controls or manages the charity, directly or indirectly, in any manner whatever;
and

(f) of a registered charity, if it accepts a gift from a foreign state, as defined in section 2 of
the State Immunity Act, that is set out on the list referred to in subsection 6.1(2) of that Act.

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 done¢” in subsection 149.1(1) that the Minister proposes to
revoke Its registration if the person

(a) applies to the Minister in writing for revocation of its registration;
(b) ceases to comply with the requirements of this Act for its registration;

{c) in the case of a registered charity or registered Canadian amateur athletic association, fails to
file an information return as and when required under this Act or a regulation;

(d) issues a receipt for a gift otherwise than in accordance with this Act and the regulations or
that contains false information;

(e) fails to comply with or contravenes any of sections 230 to 231.5; or

(f) in the case of a registered Canadian amateur athletic association, accepts a gift the granting of
which was expressly or implicitly conditional on the association making a gift to another person,
club, society or association.

168 (2) Revocation of Registration

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



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

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

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

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)(1) to (v) of the definition
“qualitied donee” in subsection 149.1(1), that ts 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) conflirms 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
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days after service of a notice of objection by the person under subb(.cuon 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.

(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, ¢. 24, 5. 54]
(e) retuses 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 proposcs
to revoke its registration,

(f.1) refuses to accept an amendment to a registered pension plan,
(g) refuses to accept for registration for the purposes of this Act any retirement income fund,

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

(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
benetficiaries 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 () or (f.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 ot 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, ¢. 24, 5. 55}



(c) the mailing of notice to the administrator of the registered pension plan under subsection
147.1(1 1),

(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.

Tax and Penalties in Respect of Qualified Donees

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 regislered charity under any of subsections 149.1(2) to (4.1) and 168(1) oritis
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 1s 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

(¢) for the purpose of determining the charity’s fiscal period after that day, the charity is deemed
not 1o 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 15 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 (¢) 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, it any, by which the fair market value of the
property, when transferred, exceeds the consideration given by the person for the transter.

188 (1.2) Winding-up period

In this Part, the winding-up period of a charity 1s 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 avatlable), and
that ends on the day that is the latest of

(a) the day, if any, on which the charity tiles a return under subsection 189(6.1) tor 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) a registered charity

(i) of which more than 50% of the members of the board of directors or trustees of the
vregistered charity deal at arm’s length with each member of the board of directors or
trustees of the particular charity,



(ii) that is not the subject of a suspension under subsection 188.2(1),

(iii) that has no unpaid liabilities under this Act or under the Excise Tax Act,
(iv) that has filed all information returns required by subsection 149.1(14), and
(v) that is not the subject of a certificate under subsection 5(1) of the Charities

Registration (Security [nformation) 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; or

(b) a municipality in Canada that is approved by the Minister in respect of a transfer of property
from the particular charity.

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 vatue 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

(i) 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
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which 1s 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)
apphes.
188 (4) Joint and several, or solidary, liability — tax transfer

It property has been transterred 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 of a charitable foundation at any time means the amount determined by the
formula

where

A is the lair 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 of property owned by a charitable foundation, as of the day of its transfer, means the
amount determined by the formula

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 1s Hable 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 1s, 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 I for the year,
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(a) file with the Minister a return for the year in prescribed form and containing prescribed
information, without notice or demand therefor;

(b) estimate in the return the amount of tax payable by the taxpayer under this Part for the year;
and

(c) pay to the Receiver General the amount of tax payable by the taxpayer under this Part for the
year.

189 (6.1) Revoked charity to file returns

Every taxpayer who is liable to pay tax under subsection 188(1.1) for a taxation year shall, on or
before the day that is one year from the end of the taxation year, and without notice or demand,

(a) file with the Minister

(i) a return for the taxation year, in prescribed form and containing prescribed
information, and

(ii) both an information return and a public information return for the taxation year, each
in the form prescribed for the purpose of subsection 149.1(14); and

(b) estimate in the return referred to in subparagraph (a)(i) the amount of tax payable by the
taxpayer under subsection 188(1.1) for the taxation year; and

(¢) 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

(a) the amount, if any, by which

(1) 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 pertod
(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

(i1) the income of the charity for the post-assessment period, including gifts received by
the charily 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
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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

[f 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 described in paragraph 188(1.3)(a) in respect of the particular person,
equal to the amount, if any, by which the fair market value of the property, when transterred.
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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