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REASONS FOR JUDGVENT
JUSTI CE PARI S: The Appellant is

contesting a reassessnent of GST by the Mnister of
Nati onal Revenue concerning the period from Septenber 1,
1999, to August 31, 2003. According to the Mnister, the
Appel lant failed to collect and remt GST on $57,176 in
t axabl e supplies and cl ai med $326.55 in input tax credits
to which it was not entitled. Consequently, the Mnister
determ ned that the Appellant's net tax liability for the
period was $3, 610. 69.

The Appellant clainms to have reported al
its taxable supplies for the period and says that it did
not fail to collect any of the requisite GST. The
Appel l ant carried on a business that provided ventilation
duct cleaning, furnace-hood degreasing, and various
cl eaning services. In the spring of 2004, the Appellant
underwent a GST and QST audit. Before the audit began,
the Appellant's preni ses were robbed and all the
accounting books fromthe taxation years prior to 2002,
as well as sone of the records for the year 2002, were
st ol en.

Faced with this unavailability of records,
the auditor referred to the Appellant's financial
statenments for the fiscal years ended August 31, 2000,

and August 31, 2001, to establish the Appellant's total
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- 3 - JUDGVENT

t axabl e supplies for those periods.

The incone reported on the financial
statenents was hi gher than the taxable supplies reported
by the Appellant for GST purposes. The anobunt of the
di screpancy was $35,972 for the first fiscal year and
$21, 204 for the second fiscal year. The auditor assuned
that all the incone posted to the financial statenents
had been received by the Appellant in consideration of
t axabl e supplies. The Appellant clainms that the
di screpancies in question are attributable to the fact
that the Appellant earned incone from GST-exenpt supplies
and that the inconme posted to the financial statenents
i ncl uded an anount for work in progress.

The Appel |l ant tendered evi dence of tax-
exenpt custoners through the witness Ms. St-Arnaud, who
testified that, each year, the Appellant had sone
contracts with tax-exenpt entities, but that the invoices
for those custoners for the years 2000 through 2002 were
anong the docunents stol en

Ms. St-Arnaud had managed to give the
auditor two invoices for these custoners, and those
i nvoi ces were accepted, but she says that all the other
i nvoi ces were stolen. She tried to draw up a list of
contracts (Exhibit A-7) based on the information provided

by the customers; the list shows roughly $12,500 in
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contracts. Both of the invoices accepted by the auditor
are on the |ist.

Ms. St-Arnaud, and M. Lesage, the
Appel l ant's accountant, also testified that the fiscal
year ended August 31, 1999, included an anmount for work
in progress that was not billed during that year. M.
Lesage was unable to specify the anmount, but he believed
it was approxi mately $24, 000.

According to the Appellant, it was
i npossible to present a nore accurate picture of its
taxabl e sales for the period in issue because of the
theft of its docunents and records. Yet, according to its
| awyer, it managed to show that the nethod used by the
auditor did not yield an accurate result, which would be
sufficient to reverse its burden of proof.

Were a taxpayer does not have conpl ete
docunentation to establish its tax liability under the
Act, it can still provide other evidence to substantiate
its position. In Susteras v. The Queen, Justice Haml yn of
this Court stated, at page 6:

The proof could be as sinple as
preci se detail ed oral evidence
that clearly addresses each

di sal | owed anount and

substantiates the claim For this
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to occur, the Appellant would have
to provide specific detailed
credi bl e evidence. Wen the oral
evidence falls to generalizations,
unproved assertions or arguments,
this presentation does not anount
to ot her acceptabl e evi dence.

In the instant case, | nust determ ne whether the

Appel I ant has adduced sufficient evidence to show that

there were errors in the assessnents.

As far as the contracts with tax-exenpt
custoners are concerned, Ms. St-Arnaud did not see fit to
obtain a copy of the invoices fromthe custoners |isted
on Exhibit A-7. Ms. St-Arnaud said that the custoners
still have these invoices, but she did not ask themfor a
copy. Wthout the details concerning the dates of these
contracts, it is difficult to accord Exhibit A-7 nuch
wei ght. Moreover, M. St-Arnaud expl ained that the
Appel lant did not want to call these witnesses to testify
because of the cost and because she did not want to
bot her them

Even if | accept that the Appellant made
certain zero-rated supplies attributable to the years in
i ssue, | have no way of know ng the dollar anount of

t hese contracts. Ms. St-Arnaud's testinony |acked detail,
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and this shortcom ng was not offset by other sufficiently
probative and credi bl e evidence.

Nei ther Ms. St-Arnaud nor M. Lesage were
able to provide the value of the Appellant's WP under
its contract with the Université du Québec in | ate August
1999. In ny view, M. Lesage's suggestion that it was
roughly $24,000 was a very inprecise estinmate —al nost a
guess. But the Respondent tendered Exhibit [-2, which
consi sts of docunents that were prepared by the engineer
responsi ble for the project at the Université du Québec
and provide details regarding the progress of the work on
a weekly basis as well as certain nonetary anounts tied
to the work that was done. These docunents tend to show
that the value of the Appellant's work in progress under
the contract was approxi mately $30,000 at the end of
August 1999.

Al t hough the docunents show that the
Appel I ant i ssued invoices for alnost all these anounts,
Ms. St-Arnaud explained that the Appellant had not issued
invoices for themat that point. | accept her
expl anations and, on the basis of this evidence, | accept
that the work in progress at the end of August 1999 was
wor t h $30, 000.

What remains to be determned is the

effect on the Appellant's GST liability when an anbunt

JL/ 1 m gl




© 00 N oo o b~ W N P

N RN NN NN R B R R R R R R R R
o A W N P O © 00O N OO O M W N +—» O

- 7 - JUDGVENT

for work in progress is included in the Appellant's
inconme for its fiscal year ended August 31, 1999, but

that anount is invoiced in 2000. In ny opinion, the
effect would be the opposite of what the Appellant seens
to be arguing. If the Appellant collected GST on anbunts
that were included in its incone in a prior year, the GST
col |l ected woul d represent nore than 7% of the incone
reported for the year. However, in the Appellant's case,
the GST collected in 2000 represented | ess than 7% of

i ncone.

Therefore, in my opinion, even if the
Appel I ant issued invoices in the year 2000 for work that
was in progress in 1999, this does not account for the
di screpancy between the GST that was remtted and the GST
that the Appellant should have remtted based on its
i ncone.

No evi dence was provided in connection
with the input tax credits; there is nothing before the
Court that shows that the auditor erred in disallow ng
the ITCs in question. In sum the Appellant has not
di scharged its burden to prove, on a bal ance of
probabilities, that the assessments in issue were
excessi ve.

For these reasons, the appeal is

di sm ssed.
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Transl ation certified true

on this 1st day of August 2007.

Bri an McCordi ck, Transl ator
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