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AFFIDAVIT OF SCOTT COUSENS

I, Scott Cousens, businessperson, of 3194 West 27" Avenue, Vancouver, British
Columbia, AFFIRM THAT:

1. I am a director of the applicant Fortius Foundation (“Fortius”), and therefore have
personal knowledge of the facts set out in this affidavit, except where I have indicated that my
knowledge of a fact is based on information and belief, and where so stated I verily believe that
fact to be true.

2. I have been a director of Fortius since its founding in 2007. At the time of its founding,
Fortius was known as Multisport Centre of Excellence Foundation, before changing its name to
Fortius in 2012. Despite the name change in 2012, I will refer to the foundation as “Fortius” in
this affidavit for ease of reference.

3. At all material times since 2007, Fortius has been registered as a public foundation with
the Canada Revenue Agency.

4. In 2008, Fortius purchased land in Burnaby for the purpose of building a state-of-the-art
integrated athletic development centre. Fortius provided funds for the construction of the centre,
which opened in 2013. The centre was known as Fortius Sport & Health.

5. In December 2020, Fortius entered into an agreement with the City of Burnaby, a
qualified donee, to transfer the centre to the City. The transfer took place in 2021. The centre is
now known as the Christine Sinclair Community Centre, to honour the most decorated soccer
player in Canadian history.

6. In the years 2010-2012, the Canada Revenue Agency (“CRA”) audited Fortius’
operations for the 2008 and 2009 fiscal years. The audit concluded in 2012 with a compliance
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agreement through which Fortius agreed to correct the minor issues that had been identified by
the CRA in its audit process. Fortius and the CRA worked collaboratively and productively in
reaching the compliance agreement.

e At the time of the compliance agreement, CRA advised that it would continue to monitor
Fortius® compliance with the Income Tax Act and associated regulations, and suggested that it
may elect to conduct a follow up audit in the coming years.

8. In 2017, as it had previously suggested it may do, CRA commenced a further audit of
Fortius for the years 2014-2016. Fortius was not concerned by this audit, as I understood it had
maintained full compliance with the Income Tax Act and associated regulations at all material
times, and had engaged a reputable accounting firm (KPMG) to prepare audited financial
statements for each year of the organization’s operations.

9. In January 2020, a person named Vivian Krause began asking questions about the origin
of Fortius® funding and the charitable purpose to which Fortius planned to put its funding.
Fortius initially engaged with Ms Krause on a limited basis, but Ms Krause soon began levying
unfounded allegations of impropriety against Fortius. When this took place, Fortius stopped
engaging with Ms Krause.

10. In the years that followed, Ms Krause commenced a protracted letter writing campaign in
which she made serious and unjustified allegations of fraud and impropriety against Fortius and
various individuals involved with Fortius, including the allegation that Fortius is a “massive tax
fraud scam” and I personally am the “front man of an elaborate scheme”. In her letter writing
campaign, Ms Krause routinely wrote to, or copied, the Director General of the CRA’s Charities
Directorate, the Minister for National Revenue, the House of Commons Standing Committee on
Finance, and many others.

I1.  Attached to this affidavit and marked collectively as Exhibit A are true copies of selected
correspondence from Ms Krause relating to Fortius in the years 2020, 2021 and 2022. I have not
exhibited all of Ms Krause’s correspondence relating to Fortius during this time period, as a full
record of her correspondence would be too voluminous.

12. On September 7, 2021, approximately 18 months into Ms Krause’s letter writing
campaign, Fortius was advised that in the aforementioned audit of Fortius’ operations from
2014-2016, the CRA had identified certain areas of alleged non-compliance by Fortius with the
provisions of the Income Tax Act and associated regulations. The CRA outlined those alleged
areas of non-compliance in a letter to Fortius. This letter was the CRA’s first attempt to express
to Fortius any areas of non-compliance, approximately four years after the audit process had
been commenced.

13. Attached to this affidavit and marked as Exhibit B is a true copy of a letter from the CRA
to Fortius dated September 7, 2021.

14. I am very concerned that the CRA’s September 7, 2021 identification of alleged areas of
non-compliance by Fortius with the Income Tax Act was motivated by Ms Krause’s extensive



and accusatory correspondence described above.

15. I responded to the CRA’s September 7, 2021 correspondence on behalf of Fortius by way
of letters dated November 15, 2021 and November 17, 2021. In those letters I provided detailed
explanations for the alleged areas of non-compliance, and highlighted Fortius’ many important
contributions to amateur athletics in Canada.

16.  Attached to this affidavit and marked collectively as Exhibit C is a true copy of my
letters to the CRA dated November 15, 2021 and November 17, 2021.

17.  Itis a source of great frustration to me, as a director of Fortius, that Fortius has expended
significant resources with a reputable accounting firm to prepare audited financial statements for
each year of its operations, only for the CRA to allege that it has failed to comply with the
Income Tax Act because of, among other things, minor issues with its receipting practices.

18. It is similarly frustrating that the CRA has alleged non-compliance with the Income Tax
Act because Fortius did not pursue rent from an entity that did not have the financial capacity to
pay rent, and did not have any assets against which Fortius could execute on a potential
judgment. Given FADA’s inability to pay rent, Fortius was placed in the impossible position of
either evicting its only tenant and shutting down the centre entirely, or failing to collect the rent it
was owed. I believe Fortius made the right decision in keeping the centre open.

19. On July 21, 2022, the Director General of the CRA’s Charities Directorate sent Fortius a
letter indicating that the CRA intended to revoke Fortius’ charitable status on the basis of
“egregious and continuous” non-compliance with the /ncome Tax Act and associated regulations.

20. Attached to this affidavit and marked as Exhibit D is a true copy of a letter from the
CRA to Fortius dated July 21, 2022.

21.  Fortius strongly disputes the CRA’s conclusion that it has engaged in “egregious and
continuous” non-compliance with the Income Tax Act and associated regulations. Fortius plans
to file an objection to the CRA’s intention to revoke within 90 days of July 21, 2022 per s 168(2)
of the Income Tax Act. If Fortius® objection is unsuccessful, Fortius plans to appeal the dismissal
of its objection per s 172(3) of the Income Tax Act. Fortius will take all necessary steps to protect
against the revocation of its charitable registration.

22. In the July 21, 2022 letter, the Director indicated that the CRA intended to publish the
revocation of Fortius’ charitable registration in the Canada Gazette immediately upon the expiry
of 30 days from July 21, 2022, regardless of Fortius’ statutory right to object to the decision
within 90 days.

23. If Fortius® charitable registration is revoked on or shortly after August 22, 2022, [ am
concerned that Fortius will not be able to meaningfully exercise its statutory right to object, and
if necessary, appeal the dismissal of its objection. The revocation of Fortius’ charitable
registration would prevent it from raising money from donors to fund its legal expenses, and
subject it to a revocation tax which would fully deprive it of the financial resources it requires to



exercise its statutory rights of objection and appeal.

Affirmed before me at Vancouver, British Columbia on August 17, 2022.

W s —

ommissioner for Taking Affidavits SCOTT COUSENS

TANNER GERVIN
Articled Student
ALLEN & McMILLAN LLP

1626 - 1185 W. GEORGIA STR
VANCOUVER, B.C. V6E 4E§E-r
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$74 million grant from Chimp Foundation
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VIVIAN KRAUSE
walter.pecora@fortiussport.com
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Mr. Pecora,
| am writing again with regards to the grant for $74 million that Fortius Foundation received from Chimp Foundation.

As far as | can tell, this is the largest or one of the largest grants in the histary of British Columbia. As such, | believe that it is tair for me to inquire about the arigin of this huge, tax-receipted
donation, as well as how the money will be spent.

| notice that within a year of this grant, Fortius has reported $44 million in amortization of capital assets, as the attached excerpts of your tax returns show, In essence, you have written $44
million off the books. !f I'm wrong, please say so

Once again, my questions are:

1) Who is the donor?
2) How will the $74 miillion be spent?

My impression from my analysis of the tax returns for Fortius Foundation (attached) is that essentially this grant is the reversal of *donations” thal were made earlier for the Forlius Sport &
Health Centre. In other words, not only the donor got the tax relief that goes long with the tax-receipted donations, the donor got their money back. Again, if | am wrong or incorrect about this
point, please let me know.

Sincerely,
Vivian

Qualified donee # 1817

Name of organization: Fortius Foundation

Associated charity: No

Business number/?Registration number: 835780958 RR0001
City: Burnaby

Province/Territory: BC

Amounts of non-cash gifts:

Total amount of gifts: CAN$ 74,711,535.00

Was any part of the gift intended for political activities?

This is Exhibjt “ 1 ” referred to in the affidavit of
cott Coysens sworn (or affirmed) before
me T’] oy CowN €Y, British Columbia

Begin forwarded message:

B this day of {B\VLQ\L,LW‘(‘ , ZOQQ
From: VIVIAN KRAUSE <vivian.krause@me.com: - < = —
Date: 1/21/2020 e ———
To: Walter Pecora <Walter.Pecora@fortiussport.com> =
Ce: Gary Mason <GMason@globeandmail.com> N e~ =
Subject: Re: $74 million grant from Chimp Foundation A Commissidner for taking Affidavits within British
M. Pecora, Columbia

Thank you for taking time o reply to my guestian from several weoks aga. | had asked you the same question when we first spoke last year and did not receive a reply

As yau can see, | have cc'd Gary Mason, a columnist with The Globe and Mail

As we know from tay relurns, the intarmediary on this grant for 1oughly $74 million is Chimg Foundation.

From Chimp's tax returns, it is clear lo me that the $74 million was tax-receipted. If this is not the case, please let me know.

| notice from your 1ax returns that $44 million has been reported as amortization on capitalized assets, | would like to know what asset that refars to and why it was amortized as it was,
it you need the donor's permission to disclose the purpose for whitch the funds wiil be used, then please get it

Sincerely,
Vivian

Vivian Krause
hles://www.icloud.com/mcssage/currcnt/en-us/indcx.hlm]#view ?guid=message%3ASent+Messages%2H36008 12
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On Jan 21, 2020, at 4:27 PM, Walter Pecora <Walter.Pecora@tortiussport.com> wrote:

Dear Ms Krause,

This js'n mp[y:ugmndapunw 10 2020 omoitsent to Maria Hezvanown falotod to of 131 funding; Informati liatyia 0! CRAB website will confirm the use of the charitablé funds received
a5 do our alidited TRandial siatements. Our palicy is Lo nol discloge specific dondr infermation withodl exprass pormisEIon.

Walter Pecora  CGHA-C
Financial Coniroller
<imageC01.png>

3713 Kensinglon Avenue, Bumaby BC, V&B 0A7
Main: 604,292.2500

<image007, , Cfiel Atiete Devaiopmeant Canlre of the &
imag png> Vancauwer Vs

Begin torwarded message:
From; VIVIAN KRAUSE <vivian. krause@me.com>
Date: January 10, 2020 at 1:22:03 PM PST
To: Maria Rezvanova <Maria.Rezvanova@fortiussport.com:
Subject: $74 million grant from Chimp Foundation
Dear Ms. Rezvanova,
| am writing to introduce myself and to inquire about the funding that Fortius Foundation has veceived trom Chimp Foundation.
According to Canadian tax returns, Fortius received $74 million from Chimp in 2018:
My questieng are about the oniginal donor of these funds and the charitable purpose will they be used 16 serve.
| notice that Fortius has reported $44 million {2017-2019) in amortization of capital assets and would also like to inguire about this.
Last fall, 1 spoke with Walter about this briefly. My understanding from him is that he was going to get back to e, howevel | do not seem to have heard from him since,

| would appreciate it If you would please return my call at (604} 618-8110,

Sincerely,
Vivian

Vivian Krause
{604) 818-8110
@FairQuestionhs

https://www icloud .com/message/current/cn-us/index.html#view ?2guid=rr ge%3ASent+Messages %2F36008
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$106 Million in Tax-Receipted Donations & Charitable Gifts to Finance Fortius
January 8, 2021 at 8:34 PM

£rom Vivian Krause

Te Scott Cousens, john@chimp.net

& [13 Open Let... (283 pgs).pdf 24.08 MB, ) 2 Fortius ...1 (56 pgs).pdf 1.3 MB, {1 A Letter...s 6Jan2021.pdf 130.09 KB

Dear Scott and John,

| am writing to you because | am concerned about the proposed purchase of Fortius Sport & Health Centre by the City of Burnaby. As | believe that this is a
matter of public interest, | will post this letter at my blog: https://fairquestions.typepad.comjrethink_campaigns/

in December, | left numerous messages for Scott at Fortius and also tried to reach him at his home number. | have also tried to reach you via Twitter.
In the absence of any response from Scott, | have compiled my questions and concerns into the attached letter.

I would appreciate it very much if you would please get back to me by the end of this week. Please do not hesitate to call.

| can be reached at (604) 618-8110.

Sincerely,
Vivian Krause

Attached:

1) Letter (6 pages)

2) Fortius Sport & Health Centre and The Bromley Charities (56 pages)
3) Appendices {283 pages)

https:/fwww.icloud com/message/current/en-us/index html#view Pguid=message%3ASent+Messages%2F38278
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January ¢, 2021

To: Scott Cousens, Founder & Chairman
FORTIUS SPORT AND HEALTH

John Bromiey, Founder & CEO
Charitable Impact Foundation (*CHIMP")

RE: $106 Million in Gifis for Fortius Sport & Health Centre

The City of Burnaby announced on December 15, 2020 that it will pay $26.6 million to
Fortius Foundation (“Fortius”) in order to purchase Fortius Sport & Health Centre.! Given that
this is a significant expenditure of taxpayers’ money, | am writing to inquire about the
financing of the sports centfre and the proposed sale.

My over-arching questions are these: Given that the assessed value of the sport centre is
$15.7 million and that tax-receipted donations and charitable gifts specifically for the
construction of the sports centre were made a total of $106 million (2008-201 9), why did
Fortius need more than $50 million in loansg And why did Fortius incur nearly $38 million
in interest and loan fees¢

Tax returns show that the $106 million gifted to Fortius included a single gift of $74.4 million
from Charitable Impact Foundation (*CHIMP") just two years ago. To the best of my
knowledge, that was the single largest charitable gift in the history of B.C.

For over a year, | have been asking questions about the gift of $74.7 milion that Fortius
received from CHIMP. Mr. Walter Pecora has replied but did not answer any of my questions.

Fortius has long said that it began with a donation of $23 million from Scott Cousens.
However, financial statements and tax returns tell a different story. According fo these
records, Fortius Sport & Health Centre began with a loan for $17.1 million, not a gift of

$23 million. The total amount of gifts to Fortius from the private foundation of Scott Cousens,
is $130,000, not $23 miliion, fax returns show [attached).

My guess is that what may have happened is this: Scott Cousens had a dream to build

a big, spectacular sports centre but for whatever reason, he wasn't prepared to pay for it
out of his own funds. So instead of making a true donation of $23 million, he became the
front man of an elaborate scheme that involved loans, not true giffs. Furthermore, the
actual money that was used to pay for the construction of building the sports cenire

came from lenders, not donors. And now, those lenders want their money back. Thus,

the real reason that Fortius Sports Centre is being sold isn't COVID:; its that Fortius Foundation
needs to cash out so it can pay back its secret lenders.
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If my analysis is correct then writ large, Fortius has engaged in a massive fax fraud scam
whereby tax-receipted donations have been reported for donations that never existed.

One of these bogus “donations” is the original, tax-receipted $17.885,500 that was reportedly
gifted to New Dimensions Foundation (“New Dimensions”) back in 2008 and 2009. As we now
know, that wasn't gifted to Fortius Foundation. Instead, Fortius got a loan for $17.1 million.

If that tax-receipted donation had been given to Fortius as a gift, Fortius Foundation would
not have needed the loan of $20 million at 10.25% interest from Romspen Investment Corp.

The following pages present my questions and the information and analysis upon which
they are based. If | have presented anything that is factually incorrect or if | have missed
any important points, please let me know. If | do not hear from you by the end of this week,
I will assume that you do not dispute anything that | have stated here.

in advance, thank you for taking time to consider this letter and reply.

Sincerely,
Vivian

Vivian Krause
vivign.krause@mac.com

AHtachments:

o Fortius Sport Health Centre & The Bromiey Charities (xx pages)

Appendices:

Assessed Value of Fortius Sport & Health Centre: $15.7 Million

Tax-Receipted Donations & Gifts From The Bromley Charities: $106 Million
Correspondence With Fortius Foundation RE: Gift of $74.4 Million {January, 2020)
Loans to Fortius Foundation

Fortius Foundation Disbursements for $73.5 Million: (2008-2019)

Imladris Foundation Revenue from Interest: $9.6 Million

Road-tripping: Gifts Between 20 Bromley Charities (2015-2019)

Chimping: 2,000 Charities That Received Gifts From Charitable Impact Foundation For
$19 Or Less (2011-2018)

9. Imladris Foundation Gifts to Qualified Donees (2010-2019): $37 Million

® N oA w N
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QUESTIONS

The information attached gives rise to the following questions:

A. Gifis to Fortius Foundation

According to financial statements, Fortius Foundation received a total of $80 miliion as gifts
from other registered charities. Of that, 99.9 percent came from registered charities run by
Blake Bromley and his former employees/associatfes ("The Bromley Charities") (Table 1).
Only $67,500 has been identified as gifts to Fortius Foundation from charities that are not
among the Bromiey Charities. This suggests that Fortius Foundation was not engaged with
the broad community of charitable donors. Instead, the funding of Fortius Foundation has
been done aimost entirely by The Bromley Charifies alone.

Given that Fortius has been in financial difficulties since it began, why did it not raise funds
from other charities2 Why did Fortius Foundation operate in such isolation?

B. The $17,885,500 Tax-Receipted Donation to New Dimensions Foundation

1. Who was the donor of the original donation to New Dimensions Foundation?
What was Scott Cousens?2 What was the non-cash property that was donatede Was it
shares2 If so, shares of what company? Who got the tax relief for this very large donation?

2. Why was the original donation for the Fortius Sport & Health Centre made to
New Dimensions Foundation and not directly to Fortius Foundation@

3. New Dimension Foundation made a loan to Fortius Foundation for $17.1 million (2008).
was that loan ever actually drawn upon? Put plainly, was that loan real or just on paper¢

C. The $74.7 Million Gift from CHIMP Foundation

1. Why was the gift of $74.7 miliion fo Fortius Foundation made indirectly via
CHIMP Foundation rather than directly to Fortius Foundation?

2. Who is the individual or organization who made possible the $74.4 million gift to Fortius
Foundation via CHIIMP2 Was there actually a donor2 Or was the $74.7 million "gift"
merely a re-arrangement of loans?

3. Of the $87 million that CHIMP reported in 2018 as tax-receipted donations, how much, if
any, is accounted for by the $74.7 million gift to Fortius Foundation? Put another way,
did the $74 million gift to Fortius originafe as a tax-receipted donation to CHIMP?

4. Inits 2018 annual report, CHIMP suggests that it refinanced of Fortius's debt ($74,510,000)
such that, “the funds could be accounted for as a gift2" How was this done?



Loans from Unidentified Lenders

Loans from The Bromley Charities
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Fortius Foundation
c/o 203 = 815 Hornby Street, Vancouver, BC V6Z 2€6

I Fay | QS‘@ %3 pletele
Arno: Mar,p iovA

November 17, 2021

Canada Revenue Agency

Audit Division — Chari_{fes Directorate
Vancouver lsland and|North Tax Services Office
c/o 9755 King George|Boulevard

Surrey BC V3T SE1

b
1

I
Attention: Ms. Popo a:
Re: Fortius Foun atiorl {the “Foundation”) BN3578 0958 RRQ0U01 Flle #3037178

As you khow, oh Ncw imber 15 2021, | provided you with the Foundation’s response to your letter
dated September 7 2b21 (“Sept 7 2021 letter”) wherein the Foundation was invited to provide
written representatudps to the compliance issues that were articulated in complex legal language
based exclusively on RA’s perspective and findings outlined in your letter. | sent that letter in
my capacity as a diregtor of the Foundation on Novernber 15 2021 to satisfy the titne constraints
imposed by CRA. Th t letter strictly followed the form and content of your Sept 7, 2021 letter.
This letter is an addendum to the Navember 15 letter and is also sant iin my capacity as a director
but articulates a more personal response which is not constrained by the format of your letter,
We ask that you enstfre that this letter is Included as a subsequent submission ta our November
15 2021 response to your September 7 2021.

Today, | re-read your[Sept 7 2021 letter and was offended by the tenor of CRA’s analysis and the
underlying suggestion that the Fortius endeavour was nothing more than a nefarious scheme to
provide facilities rent-free to FADA, Thatis not only a false assumption but is insulting to me as an
individual as well as 4 businessman. Years of preparation went into building a sophisticated
business plan that would resuit in FADA making ali of its lease payments and enable the
foundation to meet its disbursement quota from those payments. The lenders demanded and
vetted such a buslne:fs plan prior to putting up the millions of dollars required for construction.

Unfortunately, the cgllapse of the financial market in 2008 deprived the Foundation of the large
capital donatlons frotn colleagues in my industiry we anticipated in the planning stages. These
would have significatitly reduced the Interest payments an debt. | hold on to the belief that If
there had been no mprket crash at the outset of Fortius building this facility and the negative
ripple effects through the economy, the facility would have opened with a manageable financiat
burden and been well positioned to succeed. Unfortunately, the financial collapse and lack of
capital donars result?d in the facillty opening without the Foundsation being abie to persuade a
major bank to replacr the construction financing with a mortgage at a much lower rate of

interest,
This is Exhibit ”L” referred to in the affidavit of
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Canada Revenue  Agence du revenu
I *l Agency du Canada

This is Exhibi ”D” referred to in the affidavit of

: 2 :fﬁ}l‘( ;‘ig,d ZAS sworn (or affirmed) before
meat_{/anl o/ € British;?(iulmbia
this {7 day of Acqust , 2042

_j&z,/«—’-f—)f

July 21, 2022 Commissioner for taking Affidavits within British
Columbia

REGISTERED MAIL

Scott Cousens BN: 835780958 RRO0G!

Director File number: 3037178

Fortius Foundation Case number: 681541

3194 W 27" Ave
Vancouver BC V6L 1W5

Dear Scott Cousens:

Subject: Notice of intention to revoke

We are writing with respect to our letter dated September 7, 2021 (copy enclosed), in
which Fortius Foundation (the Organization) was invited to respond to the findings of the
audit conducted by the Canada Revenue Agency (CRA) for the period from

October 1, 2014 to September 30, 2016. Specifically, the Organization was asked to
explain why its registration should not be revoked in accordance with subsection 163(1)
of the Income Tax Act.

We have reviewed and considered your written responses dated November 15, 2021 and
November 17, 2021. Your reply has not alleviated our concerns with respect to the
Organization’s non-compliance with the requirements of the Act for registration as a
charity. Our concerns are explained in Appendix A attached.

Conclusion

The audit by the CRA found that the Organization is not complying with the
requirements set out in the Act. Although the Organization corrected its previous non-
compliance, it committed multiple new serious breaches of the Act which demonstrates a
continuous pattern of non-compliance. In particular, the current follow-up audit found
that the Organization is not constituted and operated exclusively for charitable purposcs,
failed to devote resources to charitable activities carried on by the Organization itself,
failed to maintain adequate books and records, failed to issue donation receipts in the
accordance with the Act and/or its Regulations, and failed to file an information return as
and when required by the Act and/or its Regulations. 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 September 7, 2021, and

pursuant to subsections 168(1) and 149.1(3) of the Act, we hereby notify you of our
intention to revoke the registration of the Organization. By virtue of subsection 168(2) of

Ca,l’la‘(iléF R350 E (08)
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(i1) that is not the subject of a suspension under subsection 188.2(1),

(iit) 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 Information) Act or, if it is the subject of such a certificate, the
certificate has been determined under subsection 7(1) of that Act not to be reasonable; 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 value of such a property at the time it was so
received by the person exceeds the consideration given by the person in respect of the property.

188 (2.1) Non-application of revocation tax

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

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

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

(1) paid all amounts, each of which is an amount for which the charity is liable under this
Act (other than subsection (1.1)) or the Excise Tax Act in respect of taxes, penalties and
interest, and

(ii) filed all information returns required by or under this Act to be filed on or before that
time.

188 (3) Transfer of property tax

Where, as a result of a transaction or series of transactions, property owned by a registered
charity that is a charitable foundation and having a net value greater than 50% of the net asset
amount of the charitable foundation immediately before the transaction or series of transactions,
as the case may be, is transferred before the end of a taxation year, directly or indirectly, to one
or more charitable organizations and it may reasonably be considered that the main purpose of
the transfer is to effect a reduction in the disbursement quota of the foundation, the foundation
shall pay a tax under this Part for the year equal to the amount by which 25% of the net vatue of
that property determined as of the day of its transfer exceeds the total of all amounts each of

9



165

which is its tax payable under this subsection for a preceding taxation year in respect of the
transaction or series of transactions.

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

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

188 (4) Joint and several, or solidary, liability — tax transfer

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

188 (5) Definitions — In this section,

net asset amount of a charitable foundation at any time means the amount determined by the
formula

A-B
where

A is the fair market value at that time of all the property owned by the foundation at that time,
and

B is the total of all amounts each of which is the amount of a debt owing by or any other
obligation of the foundation at that time;

net value of property owned by a charitable foundation, as of the day of its transfer, means the
amount determined by the formula

A-B
where

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

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

189 (6) Taxpayer to file return and pay tax

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

10

172



173
166

(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

(1) 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

(c) 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

(i) the total of all amounts, each of which is an expenditure made by the charity, on
charitable activities carried on by it, before the particular time and during the period
(referred to in this subsection as the “post-assessment period™) that begins immediately
after a notice of the latest such assessment was sent and ends at the end of the one-year
period

exceeds

(ii) the income of the charity for the post-assessment period, including gifts received by
the charity in that period from any source and any income that would be computed under
section 3 if that period were a taxation year, and

(b) all amounts, each of which is an amount, in respect of a property transferred by the charity
before the particular time and during the post-assessment period to a person that was at the time
of the transfer an eligible donee in respect of the charity, equal to the amount, if any, by which
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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

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

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

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

189 (7) Minister may assess
Without limiting the authority of the Minister to revoke the registration of a registered charity or

registered Canadian amateur athletic association, the Minister may also at any time assess a
taxpayer in respect of any amount that a taxpayer is liable to pay under this Part.
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