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START OF REASONS FOR JUDGMENT: 9:40 a.m

H S HONOUR: Listen, fromthe very
begi nning, M. Lefrancois indicated that he was a
gui dance counsellor at the Université du Québec in Hull.
He al so stated that he was trained as a real estate
agent. Hi s spouse indicated that she was a retired
teacher. The | east we can say is these are two people
wi t h above-average educations. That statenent is
I ndi sput abl e, inescapabl e.

One day, this couple decided to invest
in the real estate market, since they not only were
obvi ously educated, but M. Lefrancois al so had
specialized training in real estate. They knew the rul es,
they knew the field, and so they nmade a purchase of — we
don’t exactly know of how many — but | understood that
M. Lefrancois had several and Ms. Grégoire had two.

The question is irrelevant and it
isn’t being raised, except that, fromwhat | understood,
Ms. Grégoire was nore of a figurehead than anyt hing,
because it seens she didn't care or cared very little
about how things were being managed. She fully trusted
her spouse. She said: [TrRansLATION] “We tal ked about it,

di scussed it,” but, evidently, her spouse nade all the
deci sions. | believe he had conpl ete power over
everything that concerned the two properties.

At one point, for altogether

| egitimate reasons, they decided to take certain actions
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on the advice of a notary - to refer to his testinony —
or even of a tax specialist. And so a property was
transferred to Ms. Grégoire.

| noticed that, very often in his
testinmony, M. Lefrancois spoke as if his spouse’s two
properties belonged to him | even remarked on it once or
twi ce: he spoke about his spouse’s properties as if they
were his. That nakes sense since he managed them exactly
as though those two properties were his.

The issue or issues on appeal are
related to expenses. As you know, a person who owns a
property and a residence is entitled to sone benefits
with respect to his rental property, but not to his
residential property. So, normally, a person with even
m ni mal know edge, knowing that he is entitled to
expenses, would — even if he doesn’t have a special book
for his property — would have a fol der where he woul d put
all his bills. That is not a big problemwhile he owns
only one property. The only issue that could arise froma
situation |ike that is whether the expenses clained for
the property are personal in nature or whether they can
be attributed to the rental property. It’s a relatively
sinple distinction to make: there is the residence and
then there is the inconme property.

Thus, in cases |like that, especially
since people in those types of situations tend to have

little or not nmuch experience, it’s understandabl e,
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al t hough they may not follow the best nodel, it’s

under standable. It may be acceptabl e, because it can be
verified; it my take a little longer, but it is likely
to give reliable results. In this case, however, it’s not
li ke that, not like that at all. In this case, there is a
coupl e that owns several properties, two of which are
identified, defined; two of which we know about. There
are apparently other properties, the nunber of which was
never established, but there are other ones. So, | think
it can be assuned that there are several properties. M.
Lef rancoi s manages them exactly as though they were all
his. There is already a first . . . there is already a
first reaction, a feeling: does this expense go with

1 mGll, 10 GII or 30 MG II? This is a reaction
that, in nmy opinion, is basic, especially if we recall ny
statenment at the beginning of this judgnent. These are
not | aypersons. These people are not illiterate. These
are two very educated people, who probably have very

ext ensi ve know edge. Despite this, they take their
expenses w thout noting on the invoices which property
they apply to, which property they were incurred for, and
put themall into one folder — not two, three, four or
five folders, which is to say, a folder per property —
but one folder, all junbled together in one folder. Then,
they say: “Look, it’'s easy. It takes five gallons (5
gal.) of paint to do one apartnent.” There are ten (10),

so it was used for two properties, but which properties?
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In other words, expenses are attributed to this property
or that in a very arbitrary and conpl etely unaccept abl e
way. Then it gets nore conplicated; then it gets much
wor se because sonme of the properties belong to
M. Lefrancois and sone to Ms. Grégoire, but despite that
fact, everything is confused and everything is junbled
t oget her.

I think that to accept
M. Lefrancoi s’ s explanations, which, incidentally, were
for the nost part rather difficult to understand,
confusi ng, unclear, and sometinmes downri ght
i nconpr ehensi bl e, even though we know that he is a
gui dance counsel lor at the Université du Québec. He was
asked to explain the situation, and the answers he gave -
listen, | intervened, | didn't understand the answers. |
believe that, in certain situations, even you, who had
prepared this case, based on sonme of the question you
formul ated and asked your client, you could not
under stand his answers.

Anmong ot her things, he conpletely
m xed up the start of the audit, referring to Septenber,
even though the draft assessnent was what he had received
in Septenber. He tal ked about a hal f-basenent, then he
contradi cted hinself when counsel wanted to know what a
hal f - basenent was. | wanted to intervene then by saying:
“Listen, let’s stop right there and ask for the

transcript.” He definitely said three or four tines that
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there had been a flood and that all the papers were in
the hal f-basement. It was such an obvious contradiction,
such a surprising kind of confusion that, at one point, |
was thinking that what often happens is peopl e get
nervous when testifying. They are not used to appearing
in Court; it’s not sonmething they do on a daily or weekly
basis. That could explain, could justify a certain
nervousness. This nervousness, this disconfort could
cause one to be less precise, less articulate than he
woul d I'i ke. But M. Lefrangois is not a shy man.
M. Lefrancois is not soneone to be intimdated. He is
not someone who is quote end quote, a docile person (not
in a negative sense). M. Lefrangois is soneone who knows
what he wants, knows where he is going and exactly what
to expect. Thus, based on the appellant’s personality, it
becones extrenely difficult to understand sone of his
very uncl ear expl anati ons.

| understand, | see what happened in
this situation. It’'s a situation, which, regretfully, is
found regularly in cases like this one. It is assuned
that the confusion, the disorder, the absence of
accounting and records is a behaviour, an approach that
works well, that works well and that is very profitable.
Because when they are faced with an audit, and it’s an
i ndescri bable ness, they claimthat there was, in his
case, a flood, and he insisted on that a great great

great deal, they offer various explanations in order to
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try in some way to get a little consideration fromthe
persons performng the audit. They offer a whole series
of explanations, and | have to tell you that very often
this works well for the people who play that card. To
find in favour of M. Lefrangois would be to enshrine the
principle that confusion, disorder and the absence of
records is the correct approach to tax matters. And you
wi Il understand that | refuse, | outright refuse to
condone such confusion, such incoherence by taking into
consi deration the explanations that, in my opinion,
remai n uncl ear and confused.

As for section 42, | believe it
applies in the exact way that the auditor applied it. And
finally, the question of interest. Concerning the
question of interest, I will openly admt that | never
understood M. Lefrancois’ s explanations, but one thing
Is certain, one thing is clear, one thing is
i ndi sputable: the interest that Ms. Grégoire paid to
M. Lefrancois was deductible fromher incone, but it was
only deductible for the period during which she coll ected
rent. As soon as she sold the property, the adm ssibility
of or the claimfor interest deductions becane invalid.
In my view, that is absolutely indisputable evidence, and
| don’t understand, | cannot explain to nyself — in any
case, | certainly did not understand — the kind of
uncl ear, confused expl anations he gave to try to claim

that his spouse was entitled to that interest. But one
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thing is certain; the facts are so clear, so transparent,
that it’s unquestionable that the auditor was correct in
refusing to take into account the interest for the period
after the property was sol d.

For all of these reasons, there is not
a doubt in ny mnd that this appeal nust be di sm ssed,
and that is the finding I will nake: the appeal is
di sm ssed. And since it’s under the informal procedure,
It is wthout costs.

END OF REASONS FOR JUDGVENT
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Transl ation certified true
on this 24th day of June 2009

Mar garita Gorbounova, Transl ator




