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Campbell J.

[1] Let the record show that | am delivering oral reasons in the appeal of
Marg delaSalle, which | heard earlier today. This appeal is in respect to the
Appellant's 2008 taxation year.

[2] The Appellant and her sister incorporated Blue Stone Used Books Store
Limited on January the 3rd, 2007 for the purpose of carrying on the business of an
online used bookstore.

[3] The Appellant and her sister were the only directors of the corporation. A
business number was assigned to the corporation and corporate income tax returns
were filed. The returns were signed by the Appellant's sister, although a third sister,
Patricia, looked after the preparation of those returns.

[4]  Inthe Appellant's 2008 return she claimed 40 percent of the net business losses
as her own personally at line 135 of the return, although no business statement was
attached. The auditor testified that since the corporation was active at the time and
had not been dissolved, he considered those expenses to be corporate expenses and
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not expenses that the Appellant incurred personally for the purposes of producing
income.

[5] The issue was whether the Appellant personally incurred those business
expenses in the amount of $6,944.26. The Appellant's position is that she and her
sister carried on the used bookstore business as a partnership and not through the
corporation. Her evidence was that they did incorporate on the advice of individuals
who advised her that incorporation was the route to take when opening a business. It
Is unclear from the evidence but the Appellant's testimony seems to indicate that this
was not advice she received from professionals.

[6] Inany event, according to the Appellant, as time went on throughout the year
2007 it was going to be too costly to operate through the corporation and the
corporation did not appear to be an effective vehicle for such a small business
operation.

[7] The Appellant testified that all expenses of the corporation were paid for
personally by herself and her sister through credit cards or cheques. She admitted that
her primary focus was on setting up the website and software rather than on the
operation of the business through the corporate vehicle or through a partnership. She
and her sister never officially discussed this issue either and her evidence was that
they just dealt with the business as if it were a partnership.

[8] The Appellant did not review the corporate return that was filed in 2008 but
she was aware that it had been filed. Her evidence was that this return was filed on
the advice of CRA officials and that the expenses were listed on the corporate return
on the advice of CRA.

[9] The Appellant stated that she was unaware that by listing those expenses on
the corporate return that they would be considered expenses of the corporation. She
maintained that she felt that this exercise was simply a bookkeeping item suggested
by CRA. The Appellant contends that since this was an error or unintentional
mistake, she should be permitted to amend the corporate return so that the partnership
can claim the expenses.

[10] The issue in this appeal boils down to whether the online bookstore operation
was the business operation of the partnership, as the Appellant contends, or of the
corporation as the Minister claims.
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[11] To allow this appeal | would have to ignore the very documentary evidence
before me that supports the Minister's position, that is, that the business was operated
through the corporation. The T2 return for 2008, which was signed by the Appellant's
sister and prepared by her third sister, clearly indicates and lists expenses as being the
operating expenses of the corporation. The corporation was incorporated in early
2007 for the sole purpose of operating this business. It was still active during this
period. It had not been dissolved and instead continued to file returns.

[12] Although the Appellant seemed to view the inclusion of these expenses in the
T2 return as merely a bookkeeping item that CRA required, | cannot accept that in
reality she did not at least anticipate a potential problem in including those expenses
both on the corporate return and also on her own personal return. The Appellant is,
after all, a child psychologist and an intelligent individual. Yet she claims that she
saw no red flags in completing returns in this manner. There is no suggestion that she
obtained independent professional advice, and in fact her evidence was that she relied
solely on advice received from CRA in this matter. However, as Respondent counsel
pointed out, there is abundant case law indicating that this court is not bound by
erroneous advice from CRA officials to taxpayers.

[13] I have nothing except the Appellant's testimony to support her argument, and
very little to counter the documentary evidence that supports the Minister's position
that the incorporation was carrying on the business and incurring the expenses. The
Appellant may have believed that she could simply ignore the corporate vehicle after
it had been incorporated and operate through a partnership. The evidence does not
support that she and her sister, however, sat down and discussed these options. They
appear to have simply followed a pattern of paying personally for expenses they
incurred.

[14] Eventually, the Appellant claimed 40 percent of those expenses on her
2008 personal return and allowed the T2 corporate return to be filed also listing those
expenses.

[15] The method was haphazard at best, as were the actions of the Appellant, and in
hindsight there were a number of actions that the Appellant and her sister should
have taken to steer these matters in the proper direction. | cannot accept the
Appellant's testimony over the straightforward documentary evidence that is before
me in this appeal. Consequently, 1 am dismissing the appeal for the 2008 taxation
year.
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Signed at Summerside, Prince Edward Island this 26th day of July 2012.

“Diane Campbell”
Campbell J.
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