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BETWEEN:
HARPREET MANN,
Appdlant,
and
HER MAJESTY THE QUEEN,
Respondent.
Appeals heard on June 9, 10 and 11, 2010,
at Vancouver, British Columbia
Before: The Honourable Justice L.M. Little
Appearances:
Counsd for the Appellant: DouglasH. Christie

Counsel for the Respondent: John Gibb-Cardey

JUDGMENT

The appeals from the assessments made under the Income Tax Act for the
2002, 2003 and 2004 Taxation Y ears are alowed, without costs, and the assessments
are referred back to the Minister of National Revenue for reconsideration and

reassessment in accordance with the attached Reasons for Judgment.

Signed at Halifax, Nova Scotia, this 30th day of August 2010.

“L.M. Little”

Little J.
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REASONS FOR JUDGMENT
Little J.
A. FACTS

[1] TheAppdlant resdesin Surrey, British Columbia.

[2] When the Appelant filed his income tax returns for the 2002 and
2003 Taxation Y ears, he reported that he had no income for those years.

[3] When the Appellant filed hisincome tax return for the 2004 Taxation Y ear, he
reported that he had received $10,000 of employment incomein that year.

[4] Officiasof the Canada Revenue Agency (the “CRA”) carried out a Net Worth
Analysis of the Appdllant.

[5] As aresult of the information obtained from the Net Worth Analyss, the
Minister of Nationa Revenue (the“Minister”) issued Notices of Reassessment
against the Appellant to include the following amounts of unreported income:

| Taxation Y ear | Unreported Income |
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2002 $ 83,723
2003 $157,197
2004 $109,706

(Note: In the Reply, the Minister states that an additional amount of $10,000 was
erroneoudly included in income for the 2004 Taxation Year. The Minister agrees that
the unreported income for the 2004 Taxation Year should be $99,706 rather than
$109,706.)

[6] On November 22, 2006, the Appellant filed Notices of Objection to the said
Reassessments.

[7] OnJduly 11, 2007, the Minister issued Notifications of Confirmation.
[8] TheAppelant filed Notices of Appea with the Court on January 22, 2008.
B. ISSUE

[9] The issue is whether the Minister was correct in the Reassessments which
were issued for the 2002, 2003 and the 2004 Taxation Y ears.

C. ANALYSISAND DECISION

[10] As indicated above, the Minister carried out a Net Worth Analysis on the
Appdlant. The following additions were made to the Appellant’ sincome.

“Edinburgh House”

[11] One of the assets that wasincluded by the Minister as an asset of the Appellant
was a house located at 8972 Edinburgh Drive, Surrey, British Columbia.

[12] The Minister’s Reply indicates that officials of the CRA reached the following
conclusions with respect to the Edinburgh House:

(@ TheAppdlant wasthe beneficial owner of the Edinburgh House;

(b) The Appédlant purchased the Edinburgh House for $239,738 in
July 2002;
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(¢ The Appellant sold the Edinburgh House for the amount of $321,000 in
June 2004; and

(d) The Appélant realized a non-taxable capita gain of $81,262 from the
sd e of the Edinburgh House.

[13] During the hearing, the Appellant’s father, Prithnam Singh Mann, testified that
he and his wife, Tarsem Kaur Mann, were the registered owners and the beneficial
owners of the Edinburgh House.

[14] | have carefully reviewed the testimony of all parties involving the Edinburgh
House and | have concluded that the Edinburgh House was legally and beneficialy
owned by Pritnam Singh Mann and hiswife, Tarsem Kaur Mann.

[15] | have concluded that the Edinburgh House was not beneficially owned by the
Appdlant for the following reasons:

(@ Pritnam Singh Mann tedtified that he and his wife purchased the
Edinburgh House in May 2002;

(b)  During the hearing, Pritnam Singh Mann produced evidence to establish
that he and his wife had provided the funds and obtained the mortgage
that was used to purchase the Edinburgh House;

(c)  During the hearing, counsel for the Respondent called Edmund Cheung
as a witness. Mr. Cheung is an employee of the CRA and he was the
Auditor who issued the Reassessments. On cross-examination,
Mr. Cheung was asked why he concluded that Harpreet Mann was the
beneficia owner of the Edinburgh House. Mr. Cheung said,

... based on the documents reviewed, these two properties have the
earmarks of a nominee purchase with Harpreet Mann being the
beneficial owner ...

(Transcript, page 553, lines 22 to 24).

Counsdl for the Appellant said:
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Q. Okay, did you ever test to see if the earmarks were factually
correct?

A. No, | solely rely on the RCMP.

(Transcript, page 554, lines9to 11)

(Note: Mr. Cheung also said that he was relying upon a CD prepared by the
R.C.M.P. However, the CD was never presented to the Court (Transcript, page
554, lines 1510 17).)

(d)  Pritnam Singh Mann was cross-examined by counsel for the Respondent
and | have accepted his evidence.

[16] The amount of $239,738, which was indicated as the cost of the Edinburgh
House for the 2002 and 2003 Taxation Y ears, should be removed from Schedule “A”
of the Minister’s Reply.

[17] The mortgage payable to the Royal Bank of Canada in the amount of
$176,250 should be removed from Schedule “B” of the Minister’s Reply for the
2002 and 2003 Taxation Y ears.

[18] The non-taxable gain of $81,262 that was realized by Mr. and Mrs. Pritnam
Singh Mann when they sold the Edinburgh House in 2004 should be recognized as a
non-taxable gain realized by Mr. and Mrs. Pritnam Singh Mann on the sae of their
principal residence.

“ 69" Avenue House”

[19] TheMinister’'s Reply aso states that the Appellant was the beneficial owner of
ahouse located at 15022 69" Avenue, Surrey, British Columbia.

[20] TheMinister's Reply states that the cost of the 69™ Avenue House in 2003 was
$175,000 and the cost of the house in 2004 was $275,000.

[21] The 69" Avenue House was registered in the names of the Appellant’ s parents,
Pritnam Singh Mann and Tarsem Kaur Mann.



Page: 5

[22] | have carefully reviewed the testimony of Pritnam Singh Mann and the
Appellant, and | have concluded that the 69" Avenue House was legaly and
beneficially owned by Pritnam Singh Mann and his wife, Tarsem Kaur Mann.

[23] | have concluded that the 69" Avenue House was not owned by the Appellant
for the following reasons:

(@ Pritnam Singh Mann testified that he and his wife purchased a lot
located at 15022 69" Avenue, Surrey, British Columbia, on
July 31, 2003 (Transcript, page 108, lines 16 to 21);

(b) Pritnam Singh Mann testified that he and his wife arranged for the
construction of a house on the 69" Avenue lot. The Appellant acted as
the Contractor on the construction of the house and made the necessary
arrangements with the various trades who built the housg;

(c) During the hearing, the Appdlant’s father, Pritnam Singh Mann,
provided evidence to establish that he and his wife provided the cash,
mortgage or line of credit necessary to provide the funds required to
purchase the 69™ Avenue lot and to build the house; and

(d) Pritnam Singh Mann was cross-examined by counsel for the
Respondent and | have concluded that his evidence on this property
should be accepted.

[24] The amount of $175,000 should be removed from Schedule “A” of the
Minister's Reply for the 2003 Taxation Year. The amount of $275,000 should be
removed from the Minister’s Reply for the 2004 Taxation Y ear.

[25] The mortgage payable and the line of credit in the amount of $100,000 for the
2003 Taxation Year and in the amount of $200,000 for the 2004 Taxation Year
should be eliminated from Schedule “B” of the Minister's Reply.

Re: Expenses

[26] Paragraph 10(0) of the Minister’s Reply states that the Appellant spent the
following amounts:

10(0) the Appellant spent at least $32,035 for home furnishings and appliancesin the
yearsin issue.
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During cross-examination, Mr. Cheung was asked the following questions:

Q. Did you ever inquire of furniture vendors as to whether such furniture was
ever purchased?

No, | did not. | only rely on the continuation report.
Y ou relied on the RCMP information from Mr. Hare in that case, correct?
Mr. Hare and other documents from the CD.

Which you haven’'t shown me.

> 0 » 0 »

No.

(Transcript, page 558, lines 3 to 12)

Based upon a careful analysis of the evidence, | am not convinced that the Appellant
paid for the furniture and appliances. The amounts of $14,519 and $32,516 should be
removed from Schedule “A” of the Minister’s Reply for the 2003 and 2004 Taxation
Y ears respectively.

[27] Paragraph (p) of the Minister’'s Reply states that the Appellant spent at least
$30,342 for the Appdllant’ s wedding to Sangeetain 2003.

During the hearing, Pushpa Sami testified. Pushpa Sami said that she is the mother of
Sangeeta Priya Mann, the Appellant’s wife. Pushpa Sami said that the reception at
the Pan Pacific Hotel in Vancouver cost over $30,000. Pushpa Sami said that she
paid for the reception (Transcript, page 31, line 23 to page 32, line 2). The amount of
$30,342 should be removed as an asset of the Appellant.

[28] Paragraph (g) of the Minister’'s Reply states that the Appellant spent at least
$1,738 for clothing in respect of the wedding to Sangeeta in 2003. | am not
convinced that the evidence supports this statement. The amount of $1,738 should be
removed as an asset of the Appellant.

Cash

[29] During the search of the various properties, the R.C.M.P. located a large
amount of cash.
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(@ Paragraph (r) of the Minister’s Reply states that on May 18, 2004, the
Appellant had $79,000 in cash at the Edinburgh House.

(b) Paragraph (s) of the Minister’s Reply states that on July 16, 2004, the
Appellant had $118,000 of cash contained in a safety deposit box held in
both his name and Sangeeta s name at the HSBC Bank Branch at 4106
East Hastings Street, Burnaby, British Columbia.

(c) Paragraph (t) of the Minister’s Reply states that on August 11, 2004, the
Appellant had $1,100 of cash on his person and $10,000 of cash stored
in afiling cabinet at the 69" Avenue House.

[30] With respect to the $79,000 seized at the Edinburgh House, | refer to the
decison of Madam Justice Mactavish of the Federal Court in Mann v. M.N.R., 2007
D.T.C. 5024. Justice Mactavish in her Order and Reasons for Order said:

[1] Harpreet Mann moves to set aside a “jeopardy order” issued on an ex parte
basis by this Court on August 28, 2006. This order permitted the Minister of
Nationa Revenue to seize $129,000 that had previoudy been held by the Royal
Canadian Mounted Police as the suspected proceeds of crime.

[17] The fact isthat Mr. Mann was convicted of two crimina offences. Moreover,
as pat of his plea arrangement, Mr. Mann consented to an order under the
provisions of the Controlled Drugs and Substances Act forfeiting a sizeable amount
of money, which he admitted were the proceeds of crime. In these circumstances, |
am not persuaded that the fact that Mr. Mann had not actually been convicted of any
drug offences was sufficiently material as to justify setting aside the Court’s August
28, 2006 Order.

[54] Moreover, Mr. Mann has not been compliant with his obligations under the
Income Tax Act. In this regard, even Mr. Mann's own counsel conceded that the
more than $90,000 forfeited to the Crown should perhaps have been declared as
income by Mr. Mann, and was not.

[55] Mr. Mann has admittedly been involved in serious criminal activity. He has
consented to a forfeiture order under the provisions of the Controlled Drugs and
Substances Act, which suggests his involvement in the drug trade leading to his
accumulation of assets.
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[56] Moreover, in this agreed statement of facts filed in support of the request for
the forfeiture order, Mr. Mann acknowledged that eight and a haf pounds of
cannabis had been seized at his residence.

(Note: According to the Order, the following items were forfeited to Her Maesty the
Queen in Right of Canada:

1 $87,070.00 (eighty-seven thousand and seventy dollars) in Canadian
currency;

2. $300.00 (three hundred dollars) in New Zealand currency;

3. $3,460.00 (three thousand, four hundred and sixty dollars) in U.SA.
currency; and

4, 100 pound British Notes.)

| agree with the comments of Justice Mactavish and | have concluded that the
amounts of approximately $90,000 that were forfeited to the Crown pursuant to the
Order represented income of the Appellant. The amounts referred to in this paragraph
should not be removed from Schedule “A” of the Minister’s Reply.

[31] | must now deal with the additional cash which was seized by the R.C.M.P..
During the hearing, a significant amount of evidence was presented concerning gifts
that were made to brides and grooms a Sikh weddings and Hindu weddings.
Mr. Mann's family are members of the Sikh community and Mrs. Mann’s family are
members of the Hindu community. A number of witnesses were called who testified
that they gave between $1,000 and $5,000 to Mr. Mann and his wife either at the
engagement parties, the wedding and at the reception.

[32] While some of the evidence regarding the amount of the wedding gifts that
were received by Mr. and Mrs. Mann appears to be exaggerated, | believe that | must
recognize that a large number of wedding gifts were made to Mr. and Mrs. Mann. |
note the following facts:

(@ The Appdlant testified that the total of the gifts received at the
engagement, the wedding and the reception would be
$180,000 (Transcript, page 458, line 21).

(b)  During argument, counsel for the Appellant said:
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Mr. Chrigtiee ... | can’t say that we can prove every penny. That's what
they said, about 180,000. | don’t think it's unreasonable. If
you took 500 people and you took $250 each, which
wouldn't be a lot, | guess the math just for the moment is
beyond me, but it’s still half of —it would be 125,000.

(Transcript, page 591, line 19 to 24)

[33] Based on a careful anaysis of the evidence, including the evidence of a
number of witnesses, | have concluded that the total wedding gifts received by the
Appellant and his wife would be at least $125,000.

[34] The Appdlant’s wife said that she was with her husband when they deposited
$70,000 of the wedding gifts in a safety deposit box at a branch of the HSBC in
Burnaby.

A: So when the $70,000 was deposited, you were both there?

Q: Y es, we were.
(Transcript, page 495, line 17 to 19)

[35] Evidence was aso provided by Mrs. Mann that she deposited approximately
$48,000 in the saf ety deposit box.

Q: Okay. And the second deposit was the difference?

A: Yes.
(Transcript, page 495, line 20 to 22)

[36] Based on the evidence that was presented, | have concluded that the amount of
$118,000 cash that was contained in a safety deposit box at the HSBC Branch at
4106 East Hasting Street in Burnaby, represented the cash received by the Appellant
and his wife as wedding gifts. | have therefore concluded that the amount of
$118,000 should be removed as an asset of the Appellant in Schedule “A” of the Net
Worth calculations. (Note: The evidence indicates that more than $118,000 was
deposited by Mr. and Mrs. Mann in the safety deposit box. However, the amount of
$118,000 was the amount that was seized, i.e. some of the money that was deposited
by Mr. and Mrs. Mann was probably removed by them to pay certain expenses.)
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[37] With respect to the cash of $1,100 on his property and $10,000 of cash stored
in afiling cabinet at the 69™ Avenue House, | am not convinced on the evidence that
this cash was taxable income. The amounts of $1,100 and $10,000 should be
removed from Schedule“A” of the Net Worth calculations.

[38] Paragraph (u) of the Minister’s Reply states that the Appellant had marihuana
growing equipment totalling $16,479.

Based on the evidence presented, | am not convinced that the marihuana growing
equipment should be included in the Appellant’s Net Worth calculations. The amount
of $16,479 should be removed from the Net Worth calculations for the 2003 and
2004 Taxation Y ears.

[39] Paragraph (v) of the Minister's Reply states that on August 11, 2004, the
Appellant had marihuana valued at $18,000 in the 69" Avenue House.

At paragraph [56] of her Reasons For Order and Order, Justice Mactavish of the
Federal Court said:

[56] Moreover, in the agreed statement of facts filed in support of the request for
the forfeiture order, Mr. Mann acknowledged that eight and a haf pounds of
cannabis had been seized at his residence.

Based on the fact that Mr. Mann agreed in his Agreed Statement of Facts filed with
the Federal Court that eight and a half pounds of cannabis had been seized at his
residence, | have concluded that the amount of $18,000 should be included in the Net
Worth calculations of the Appellant for the 2004 Taxation Y ear.

[40] Schedule “D” of the Net Worth Calculations contains a calculation of the
Appdlant’s Personal Living Expenditures for the years under appeal.

[41] The evidence indicated that the Appellant and his wife lived with the
Appdlant’s parents in 2002, 2003 and 2004. Under these circumstances, | am not
convinced that the Minister’s calculation of the Appelant's Persona Living
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Expenditures were correct. | believe that the calculation should be reduced by 50 per
cent for the 2002, 2003 and 2004 Taxation Y ears.

[42] Since success has been divided, | am not prepared to order costs.
[43] The apped is alowed and the Minister is ordered to make the adjustments to

the Reassessment as outlined above.

Signed at Halifax, Nova Scotia, this 30th day of August 2010.

“L.M. Little”
Little J.
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