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Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF EXPRESS GOLD REFINING LTD.
(the “Applicant”)

NOTICE OF APPLICATION

TO THE RESPONDENT:

A LEGAL PROCEEDING HAS BEEN COMMENCED by the applicant. The claim made
by the applicant appears in the following pages.

THIS APPLICATION will come on for a hearing on Thursday, October 15, 2020, at
3:45p.m. Toronto time, at 330 University Avenue, Toronto, via videoconference. The
videoconference details can be found in Schedule “A” to this Notice of Application.

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step in the
application or to be served with any documents in the application, you or an Ontario lawyer acting
for you must forthwith prepare a notice of appearance in Form 38A prescribed by the Rules of
Civil Procedure, serve it on the applicant’s lawyer or, where the applicant does not have a lawyer,
serve it on the applicant, and file it, with proof of service, in this court office, and you or your
lawyer must appear at the hearing.

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY EVIDENCE
TO THE COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES ON THE
APPLICATION, you or your lawyer must, in addition to serving your notice of appearance, serve
a copy of the evidence on the applicant’s lawyer or, where the applicant does not have a lawyer,
serve it on the applicant, and file it, with proof of service, in the court office where the application
is to be heard as soon as possible, but at least four days before the hearing.

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN IN
YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH TO
OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES, LEGAL AID
MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE.

Date: October __, 2020 Issued by:

Local registrar

Address of 330 University Avenue, 9" Floor
court office: Toronto (ON) M5G 1R8



APPLICATION

Express Gold Refining Ltd. (“EGR”) makes this application for an initial order pursuant
to the Companies’ Creditors Arrangement Act, R.S.C. 1985, c¢. C-36 (the “CCAA”)
substantially in the form of the draft order attached as Tab 4 of the application record

principally seeking:

a.

abridgment of the time for and validation of the service of this notice of application

and the attendant application record,
comeback hearing and attendant provisions,

the appointment of Deloitte Restructuring Inc. as monitor in respect of EGR with
the duties, powers and protections set out in the CCAA and the draft order
(the “Monitor™),

orders that EGR remains in possession and control of all its current and future
assets, undertakings and properties, continues to carry on and preserve its business,

and is authorized to continue to retain assistants including counsel and employees,

orders that EGR be authorized to formalize and perform existing and new trust

agreements as in the normal course of its business,

orders that EGR be authorized to pay or otherwise deal with its creditors’ claims,
whether arising before or after the making of the initial order, in accordance with
the contracts and agreements in place or that may be agreed to, with the exception
of certain claims by the Canada Revenue Agency (“CRA”) as set out in the draft
order,

orders that EGR continue paying in the normal course any amounts arising due after
the making of the initial order in respect of employee source deductions, sales taxes,

and certain other taxes and amounts payable to governments,



h. a stay of all proceedings, rights and remedies in respect of EGR, the Monitor, or
EGR’s business or property, except with the written consent of EGR and the
Monitor or with leave of the court, and save specific exceptions as set out in the
draft order,

I. as part of such general stay, a stay of the Reassessments (as defined below),
including a stay of any right of set-off between any Pre-Filing Tax Liability and any
Post-Filing Tax Assets (as those terms are defined in the draft order),

J. orders allowing the normalization of certain tax matters, including (i) orders that
EGR, the Monitor and CRA make all reasonable efforts to agree on a protocol for
the vetting and payment of post-filing input tax credits (“ITCs”) under the Excise
Tax Act, R.S.C. 1985, c. E-15 (the “ETA”),! (ii) orders that any ITC allowed by
CRA or any Tax Enforcement Entity (as defined in the draft order)
(“Allowed ITCs”) before the initial order is made be paid to EGR without any
set-off, and (iii) orders that ITCs claimed by EGR in respect of pre-filing reporting
periods and that are assessed as Allowed ITCs after the initial order is made be paid
without any set-off,

K. a stay of proceedings against EGR’s former, current and future directors,

l. a directors’ and officers’ indemnity and charge (the “Directors’ Charge”) in the
amount of $100,000,

m. an administration charge (the “Administration Charge”) to secure payment of the
standard professional fees and disbursements of the monitor, its counsel, and all of
EGR’s counsel, including restructuring and tax counsel, incurred both before and

after the initial order and in respect of the herein proceedings and proceedings in

! Herein, “ITC” will also for simplicity broadly refer to net tax refund, i.e. the net amount CRA owes EGR in respect
of GST/HST or otherwise for a GST/HST reporting period. Given the nature of EGR’s business, this would be
constituted almost exclusively of ITCs under the ETA.



respect of the Reassessments or similar proceedings, such Administration Charge

being for a maximum amount of $300,000,

n. orders that the Administration Charge ranks first on all Property (as defined in the
draft order) and that the Directors’ Charge ranks immediately after the

Administration Charge on all Property,

0. that the E-Service Protocol of the Commercial List apply to the herein proceeding,
and
p. such other and attendant relief as set out in the draft order,

the whole as more fully set out in the draft order and along with such further and other

relief as the court deems just.

OVERVIEW

Resort to CCAA relief is required due to (i) CRA’s refusal to pay EGR’s ITCs since
August 2018 and (ii) the reassessments issued to EGR on or about July 28, 2020 in respect
of reporting periods from June 1, 2016 to October 31, 2018 which are in excess of
$189,000,000, inclusive of interest and penalties (the “Reassessments”).

The Reassessments are being challenged in the Tax Court of Canada (“Tax Court”).
However, the Reassessments are enforceable notwithstanding contestation, EGR cannot
pay them, and on or around October 8, 2020, CRA told EGR’s Vice-President, Mr. Atef
Salama, that CRA would commence enforcement measures on October 15, 2020.
Subsequent discussions among counsel and CRA representatives confirmed enforcement

would not begin before the 15%.

The relief sought in the initial order is intended for EGR to continue in its normal business
operations, avoid liquidation, and obtain, as a first milestone of this restructuring, a decision

on the merits of its case in Tax Court.



10.

11.

12.

EGR’S BUSINESS DEPENDS ON ITCs

EGR is a corporation incorporated pursuant to the Business Corporations Act, R.S.0. 1990,
c. B-16 with its head office in Toronto. EGR is in the gold refining business.?

EGR is generally required to pay GST/HST to its customers on its “purchase” of unrefined
gold.® However, it does not collect GST/HST on its “sales” of pure gold because those are

“zero-rated” under the ETA.*

This is unlike a typical GST/HST-registered business, who is usually collecting GST/HST
on its sales, paying GST/HST on its inputs, and allowed to deduct the latter from the former
without having to claim ITCs with CRA.

Instead, EGR must claim large amounts of ITCs from CRA and so EGR is in a constant,
substantial monthly GST/HST net tax refund position as a normal part of its business
operations. For example, for reporting periods from January 2018 to July 2018, EGR

claimed monthly net tax refunds from around $6.4 million to over $9 million.

EGR’s going concern capacity is therefore directly dependent on CRA acting with
diligence in approving and paying ITCs.

THE AUDIT AND ITC WITHHOLDING

EGR’s large monthly tax refunds subjects it to constant CRA audit and requests, with which

EGR has always complied.

On November 6, 2018, CRA expanded an ongoing audit to cover the period from
June 1, 2016 to October 31, 2018 (29 months) (the “Audit”).

On November 7, 2018, CRA announced it would withhold payment of any ITC due for
August 2018 until completion of the Audit. EGR’s tax counsel (““Tax Counsel”’) wrote to

2 EGR also deals with silver, platinum and palladium in a negligible proportion. For simplicity, and because the
Reassessments relate only to gold transactions, this notice of application mostly refers to gold.

3 See the ETA, s. 165, 169(1)(c), and 123(1).

4 See the ETA, s. 165(3), s. 123(1), and s. 3 of Schedule VI of Part IX.



13.

14.

15.

16.

17.

18.

CRA demanding payment of the ITCs in accordance with the Minister’s obligation to do
so “with all due dispatch” under ETA s. 229.

On November 26, 2018, CRA announced it would not only continue to withhold any
August 2018 ITCs, but also any future ITCs until completion of the Audit. It is unclear

whether legal grounds exist to withhold payment of such off-audit ITCs.

In December 2018, EGR applied to the Tax Court for a mandamus order to compel CRA
to process all August 2018 and later ITCs with due dispatch, which was heard before Justice
Pentney on July 3, 2019.

On July 7, 2019, a mere 4 days after the hearing, CRA announced that the Audit would be
expanded to also cover the period from November 1, 2018 to May 31, 2019 (an additional
7 months).

On May 12, 2020, Justice Pentney dismissed EGR’s application for an order of mandamus,

holding that, based on the evidence before him (i.e. as of early 2019), it was premature.

THE PROPOSAL AND REASSESSMENTS

On May 27, 2020, CRA issued a proposal® (the “May 27, 2020 Proposal”) stating its
intention to issue the Reassessments, i.e. reassess EGR for the period from June 1, 2016 to
October 31, 2018 with the effect of (i) denying over $133,000,000 in ITCs, (ii) imposing
gross negligence penalties in excess of $34,000,000, and (iii) the whole with interest, for a
total of roughly $189,000,000.

CRA revealed in the May 27, 2020 Proposal that it believes EGR knowingly participated
in a type of tax refund fraud called a “carousel scheme”. It states that CRA had completed
a survey of the unrefined gold market in the greater Toronto area that determined average
volumes and purities of unrefined gold and, effectively, that EGR’s transactions with

customers that fell outside these average ranges must have been transactions made as part

5 A “proposal” is a CRA letter notifying a taxpayer of the fact and reasons for an intended reassessment, and affording
the taxpayer a reasonable opportunity to respond and/or normalize the situation before the reassessment is issued and
becomes enforceable notwithstanding contestation.



of a “part of a carousel scheme” for which EGR was “a willing participant”. CRA says
such transactions were therefore not in respect of “commercial activities” and did not give
rise to ITCs.

19.  Unfortunately, the May 20, 2020 Proposal is grossly imprecise and unsubstantiated,
factually and legally. EGR, through Tax Counsel, responded in a letter dated July 10, 2020,
vigorously denying those allegations, and explaining their imprecision and lack of factual

and legal support.

20.  Ina letter dated July 28, 2020, CRA stated that it had completed the Audit, disagreed with
Tax Counsel, and confirmed it would issue the Reassessments. Unfortunately, this
July 10, 2020 response is also grossly inadequate. For example, CRA states on numerous
occasions that information is deliberately not provided due to alleged “confidentiality”
concerns. On another occasion, CRA also admitted to Tax Counsel that its assessment

position had never been tested in the courts.

21.  There are many other issues with the July 28, 2020 letter, and justification of the
Reassessments generally. CRA persistently refused to respond to Tax Counsel’s reasonable

requests for information.®

22.  The Reassessments were issued on or about July 28, 2020 and EGR’s revenues and assets
are insufficient to pay them. The Reassessments are being contested by Tax Counsel in
Tax Court File No. 2020-1214(GST)G, but they enforceable notwithstanding contestation.
EGR cannot pay them, and CRA represented it would commence enforcement measures
on October 15, 2020.

23.  Inaletter dated August 12, 2020, CRA advised EGR that it was commencing a new audit
for EGR’s reporting periods from November 1, 2018 to June 30, 2020 (19 months)

(i.e., virtually all reporting periods directly following those targeted by the Reassessments).

6 See the CCAA, s. 18.6.



24,

25.

VI.

26.

VII.

27.

28.

29.

VIII.

30.

CRA CONTINUES TO WITHHOLD AUGUST 2018 AND LATER ITCs

CRA continues to withhold payment of any Allowed ITCs in respect of August 2018 and
later periods, by offsetting those Allowed ITCs against the debt raised in the

Reassessments, whether pursuant to section 318 of the ETA or otherwise.

If this is not normalized, as sought in the initial order, it is likely to prevent, in itself, the

continuation of EGR’s business and EGR obtaining determination on its case in Tax Court.

REASONS FOR INSOLVENCY

But for the Reassessments and CRA’s non-payment of ITCs, EGR would not be insolvent.

Due solely to the Reassessments and CRA’s non-payment of ITCs, EGR is insolvent.

CREDITORS AND 13-WEEK CASHFLOW FORECAST

EGR is current in its ordinary course obligations except in respect of the Reassessments.

This is despite an approximately 95% decline in its refining business due to COVID-109.

EGR has only one secured creditor in respect of a vehicle lease. EGR however holds
deposits, gold bullion and forward contracts on behalf of some of its customers as part of
its normal business operations. This, without admission, could be seen as some form of

trust.

Provided the ITC situation can be normalized as sought in the draft initial order, EGR
intends to operate normally and pay its pre- and post-filing creditors (excluding CRA as to
the Reassessments) in the normal course during the CCAA proceeding. Based on its
13-week cash flow, it may require some cash infusions to do so, which will be addressed

if and when necessary.

APPROPRIATENESS OF RELIEF SOUGHT

The relief sought in the draft order is within the court’s CCAA jurisdiction and is
appropriate in the circumstances. It aims to allow EGR to continue its normal business
operations, avoid liquidation, and obtain, as a first milestone of this restructuring, a decision

on the merits of its case in Tax Court. If successful in Tax Court, it is anticipated that EGR



31.

32.

33.

34.

35.

is likely to formulate a viable arrangement (if one remains necessary) and continue in

operations, to the benefit of its creditors, shareholders and employees.

Specifically, if CRA is allowed to continue withholding and/or offsetting Allowed ITCs,
this will hamper EGR’s ability to fund its operations, let alone an arrangement, and prevent
EGR from exercising its rights against the Reassessments. In effect, CRA would hold
EGR’s restructuring attempts and Tax Court case in hostage. This is against the purpose of

the CCAA and is within the court’s jurisdiction to remedy.

Because of the immediate materiality of those issues, the relief sought is reasonably
necessary for the continued operations of EGR in the ordinary course of business during

the initial 10-day stay period.’

MAIN LEGAL PROVISIONS APPLICABLE

The CCAA, including primarily its sections 10, 11, 11.001, and 11.02, 11.03 and 18.6.

The Ontario Rules of Civil Procedure, R.R.O. 1990, Reg. 194, including primarily
rules 1.05, 2.03, 3.02 and 14.05(2).

Such other and further grounds as counsel may advise and the court permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

application:

a. the affidavit of Mr. Atef Salama sworn October 14, 2020,

b. the consent of Deloitte Restructuring Inc. to act as Monitor,
C. the pre-filing report of the proposed Monitor, and
d. such further and other materials as counsel may advise and the court may permit.

"CCAA, s. 11.001.
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Schedule “A” — Videoconference Details

Join Zoom Meeting
https://zoom.us/j/96744819249?pwd=Nm9EcXFzZS9vaVZ6NVVnOFVONExzZz09

Meeting ID: 967 4481 9249

Passcode: 913745

One tap mobile

+13462487799,,96744819249%,,,,,,0#,913745# US (Houston)
+16465588656,,967448192494#,,,,,,0#,,913745# US (New York)

Dial by your location
+1 346 248 7799 US (Houston)
+1 646 558 8656 US (New York)
+1 669 900 9128 US (San Jose)
+1 253 215 8782 US (Tacoma)
+1 301 715 8592 US (Germantown)
+1 312 626 6799 US (Chicago)
Meeting ID: 967 4481 9249
Passcode: 913745
Find your local number: https://zoom.us/u/acadQgasCA
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Court File No.:

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF EXPRESS GOLD REFINING LTD.
(the “Applicant™)

AFFIDAVIT OF ATEF SALAMA
(sworn October 14, 2020)

I, Atef' Salama, of the City of Toronto, in the Province of Ontario, MAKE OATH AND
SAY:

1. I am the Vice-President of the Applicant, Express Gold Refining Ltd. (“EGR”), and have
been since 2001, and as such I have personal knowledge of the facts and matters hereinafter
deposed to save and except where the same are stated to be based upon information or belief, and

where so stated I verily believe the same to be true.

2. I graduated from the University of Toronto in 1998 with a degree in computer
engineering. | also obtained a Masters of Engineering in Telecommunication, having graduated

in 2001. Since 1999, I have been a licensed Engineer with Professional Engineers Ontario.

3. This Affidavit is sworn in support of an application by EGR for an order under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”), to

preserve and protect the business and undertakings of EGR.
OVERVIEW

4. As will be discussed in greater detail below, EGR is a family business that was

established in 1994 by my father. Its primary business is refining gold. It enjoys a good

! Sometimes spelled “Atif”.



.

reputation among its suppliers and customers, and, but for the disputes with the Canada Revenue
Agency (the “CRA”), which will be described in detail, would be a solvent and successful

business with no need for the protections afforded by these proceedings.

5. EGR employs 14 people and operates a specialized facility in downtown Toronto. It
performs various refining functions in that facility, and also arranges for the final stages of
refining to be conducted by third-party refiners offsite. Its customer base is comprised primarily
of jewellery manufacturers, wholesalers, importers/exporters, scrap gold consolidators/resellers,
cash-for-gold buyers, prospectors and miners who seek to have their unrefined gold converted to

pure gold so it can be used in industry, manufacturing, trade, investment or speculation.

6. EGR has historically viewed its refining activities as a service it provides to its
customers. It typically earns 1 to 2% of the value of the gold refined as, in effect, fees for such
refining services. However, despite that historical view and the economic reality that EGR’s
refining activities are effectively services, I understand that, further to a CRA ruling, under Part
IX of the Excise Tax Act (R.S.C., 1985, c. E-15) (the “ETA”), which governs the Goods and
Services Tax/Harmonized Sales Tax (“GST/HST”), the relevant transactions are treated as a

purchase of unrefined gold and a sale back of refined gold for GST/HST purposes.

7. This “buy/sell” treatment of gold refining transactions has important GST/HST
implications. I understand that supplies of unrefined gold are subject to GST/HST, but supplies
of refined gold are generally not. As a result, EGR pays GST/HST on the unrefined gold it is
considered to have purchased from its customers, but does not collect GST/HST on the refined
gold it is considered to have sold back to its customers. Since the GST/HST EGR pays is
refundable in the form of input tax credits (“ITCs”), EGR is in a constant, large GST/HST

refund position.

8. EGR lobbied against the buy/sell treatment with the CRA and the Department of Finance
on the basis that it would have negative cash flow implications for EGR and would increase tax
leakage risk for the CRA. With respect to the tax leakage risk, EGR was concerned that
customers could potentially collect the GST/HST payable in connection to transactions with
refiners like EGR, and then abscond with the GST/HST without remitting it to the CRA. EGR

advocated for several alternative approaches to address those problems.
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9. However, the approaches that EGR advocated for were rejected by the CRA and the
Department of Finance. The buy/sell treatment of EGR’s refining activities was confirmed in a

ruling by the CRA Rulings Directorate in 2013 (the “2013 Ruling”).

10. EGR has been under constant scrutiny from the CRA for over two decades, including two
full-blown, multi-year audits from 2004 to 2013. EGR was fully cooperative with the CRA and
devoted considerable resources to those audits. While the CRA proposed several substantial
adjustments at various times during the audits, the audits ended without any material
unrecoverable GST/HST being assessed. During those audits, the CRA withheld EGR’s
GST/HST refunds for months and years at a time, causing significant cash flow problems to

EGR. However, the CRA ultimately paid the refunds, as it was obliged to do.

11.  In September 2018, the CRA again stopped paying GST/HST refunds to EGR and
commenced a GST/HST audit of EGR’s reporting periods beginning in June 2016 to October
2018.

12. That audit spiralled out of control and ultimately resulted in this application becoming
necessary. The CRA made inflammatory accusations of wrongdoing against EGR, but has
refused to provide any evidentiary basis for those allegations. The only context that the CRA has
provided for its allegations relate to its conclusions that the volume and purity level of unrefined
gold purchased by EGR differed from certain volume and purity levels that the CRA considers
benchmarks for the gold market in the Greater Toronto area. The CRA has never explained the
details of the market it considers EGR to participate in. This matter is being challenged in the
Tax Court of Canada.

13. I am confident that EGR will be able to disprove the CRA’s allegations in the Tax Court

of Canada. EGR has never participated in any wrongdoing.

14. However, EGR urgently needs this Court’s protection because, the CRA has issued
assessments totaling approximately $180 million, rendering EGR insolvent and EGR has been

contacted by CRA Collections officials threatening to take enforcement action forthwith.

15.  Perhaps more importantly for purposes of this application, the CRA has also failed to
refund any of the GST/HST that EGR has paid to its customers or any other commercial
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suppliers from the August 2018 reporting period onwards. To date, the CRA has withheld
approximately $37 million of GST/HST refunds from EGR. EGR requires such refunds to pay
its suppliers and operate its business — as discussed, it generally earns gross revenue of 1 to 2%
of the value of the unrefined gold that it refines for its customers, but it is generally required to
pay 13% in GST/HST to its customers and 13% GST/HST to its non-customer commercial
suppliers. It is simply untenable for the CRA to require EGR to pay GST/HST on an ongoing
basis but to refuse to refund that GST/HST to EGR.

16. It is not the purpose of this restructuring to compromise or seek to otherwise impair the
ordinary course customers and suppliers of the business, but rather to provide a platform to
accelerate the process to a hearing or resolution of the issues that have been alleged by CRA in

the appropriate forum.
BACKGROUND
(a) EGR’s Business and Ownership

17.  EGR is a corporation duly incorporated under the laws of Ontario. It is a family-owned
and operated business and the current iteration of the Salama family’s involvement in the

precious metals business that spans back four generations.

18. My parents immigrated to Canada from Egypt with me and my two brothers in July 1984,
when [ was 7 years old. My father is a third-generation precious metal dealer and jeweller, as

well as a lawyer in Egypt

19.  In April 1991, my father developed an interest in refining methods for precious metal and
his interest extended into research and experimentation. EGR was incorporated in 1994 as a

result of these activities.

20.  In 2001, the same year that I received my Masters of Engineering, I took over most of the
management responsibilities at EGR rather than pursuing a career in telecommunications. My

father and my mother continue to be involved in EGR’s activities.

21.  All of the issued and outstanding shares in EGR are owned by family members through a

corporation or the Atef Salama Family Trust.
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22. I am the Vice President of EGR and a director. The other officers and directors are Nabil

Salama, my father, who is President, and Mary Salama, my mother, who is Secretary.

23.  EGR’s primary business, which generates the substantial portion of its revenue has been

gold refining.? A typical refining transaction in EGR’s business primarily involves the following

steps:
a) receiving unrefined gold (typically in the form of gold jewelry or bars of melted
scrap recycled gold) from a customer;
b) melting and assaying the unrefined gold to determine the gold content;
C) consolidating various lots of unrefined gold and forwarding them to a third-party
refiner for the final stages of refining to convert the lots into pure gold; and
d) payment in pure gold, wire, cheque or cash or sale of pure gold to the (often,
same) customers.
24.  As noted above, I understand that the receiving of unrefined gold from a customer and

the transfer back of pure gold are treated as a purchase and sale for purposes of the ETA and that
this was confirmed in the 2013 Ruling.

25. While its sales volume has been high, due in part to the high value of gold, EGR’s gross
profit margin on gold transactions is low (i.e., typically 1-2%) while being consistent with
market rates. This margin is what EGR historically considered its “fee” for refining gold.

Specifically:

a) EGR purchased its unrefined gold based on the volume of gold content times the

market rate, less a 1-2% discount;

b) in turn, EGR sold the refined product (i.e., pure gold) at the market price; and

2 More specifically, EGR’s business also involves three other types of precious metals, silver, platinum and
palladium. However, since gold refining is far more important to EGR’s business than the refining of those other
previous metals, since the dispute with the CRA involves only gold refining transactions, and for the sake of
simplicity, gold is the focus of this affidavit.
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C) from that gross margin, EGR had to pay third-party refining fees, operating

expenses and income tax.

26. At all relevant times, EGR has dealt with well-established third-party, final refiners,
including the Royal Canadian Mint and, primarily, Asahi Refining Canada Limited (“Asahi
Refining”) to perform the last stages in the refining process: chemical separation of the gold,
pouring the pure gold into ingots or bars, and affixing London Bullion Market Association purity
seals. Asahi Refining is the Canadian subsidiary of Asahi Holdings, Inc. a publicly traded
company on the Tokyo Stock Exchange.

27.  EGR also participates in the trading of gold bullion and forward contracts. EGR takes
positions for EGR and for its clients based on short and long-term fluctuations in the price of
gold, either for hedging purposes or for investment purposes. It buys and sells physical gold
bullion on its own account. It takes positions in the gold futures markets using accounts with

Asahi Refining, RJ O’Brien, FXDD, as well as Saxo Bank.

28.  In connection with both its refining and trading activities, EGR holds deposits, gold
bullion (and other precious metals) and forward contracts on behalf of its customers. In
connection with its refining business, customers deliver unrefined gold to EGR, as discussed
above. The transfer of the unrefined gold is considered a purchase. Once the customer’s gold
has been valued, there is a settlement report created and the customer is paid at that time in cash,

by wire, or in gold bullion.

29. In the ordinary course, for GST/HST-registered customers, EGR is charged 13%
GST/HST on EGR’s purchase of the unrefined gold. EGR claims the GST/HST payable as an
ITC and, after receiving the corresponding net tax refund for the ITC a few months later, EGR
pays the applicable GST/HST to its customers by cheque or wire transfer to the customer’s

account.

30. EGR also stores gold bullion on behalf of several of its customers with which it has a
long-standing relationship of trust and, as noted above, takes positions on behalf of several of its
long-standing customers in the gold futures markets using EGR’s accounts, either for hedging

purposes or for investment purposes. EGR also occasionally holds cash in its accounts with
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Asahi Refining, RJ O’Brien, FXDD as well as Saxo Bank on behalf of several of its long-

standing customers, to facilitate the trading of gold bullion or gold future contracts.

31.  EGR maintains a large transaction volume; however, its profit margins are small. For
example, the purchase price for unrefined gold is dictated by the market price for gold times the
purity of the recycled precious metal being purchased, less the 1 to 2% margin. Hedging
contracts are used to protect against fluctuations in market price as they relate to buy and sell
transactions. Unrefined gold purchased from a customer is hedged — for example where EGR
accumulates 100 ounces of gold in bullion purchases plus gold content in unrefined gold

purchases, then a sale contract is entered into at that time to balance the market fluctuation risks.

32.  The business is conducted from a 5200 square foot facility located at 215 Victoria Street
in Toronto comprising a dedicated customer area, with 11 customer booths as well as a melt
room with 5 induction furnaces, 1 gas torch, 1 large burning oven, 3 x-ray assay machines, 3 wet

chemical assay machines, 13 scales, 2 class 3 safes, and multiple desks and computers.

33. EGR enjoys a good reputation with its customers arising from its long history, its
trustworthiness and its ability to refine gold in a timely manner. Both myself, my father and my
mother are usually at EGR’s business premises. Competitors often take two to three days to
process a purchase of unrefined gold. At EGR, customers leave with their settlement payment
right away. EGR has instantaneous assay machines, although some competitors have acquired
similar machines. The combination of instant assay, transparent melting on the premises where
customers can witness their gold being processed, and advanced access to pure gold and funds
through the business relationship with Asahi, permit EGR to offer the “express” service for
which it is known. Over the years, EGR has dealt with over 7000 customers. Its refining
customers consist of jewellers, jewellery manufacturers, wholesalers, resellers/consolidators and

prospectors and miners.

34, As a Financial Transactions and Reports Analysis Centre of Canada (“FINTRAC”)
reporting entity, EGR complied (and complies) with strict FINTRAC rules regarding customer

identification.
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35.  EGR verifies that its customers who supply EGR with unrefined gold to be refined and
charge EGR GST/HST are duly registered for GST/HST purposes using the CRA’s online
GST/HST registry.

(b) The GST/HST Implications of EGR’s Business

36. EGR is a GST/HST registrant under Part IX of the ETA. It has monthly reporting
periods under the ETA and therefore files its GST/HST returns on a monthly basis.

37. I understand that EGR’s sales of unrefined gold are “taxable supplies” under the ETA,
and subject to GST/HST at the full rate applicable in the relevant province (i.e., 13% in
Ontario),”> whereas EGR’s supplies of refined gold (i.e., gold with a purity level of at least
99.5% and in ingot or bar form) are “zero-rated”,* and therefore subject to GST/HST at a rate of

0%.°

38. I also understand that GST/HST that is paid to suppliers in the course of a commercial
activity gives rise to ITCs,® and that when a registrant’s ITCs exceed the GST/HST it has

collected in a reporting period, it is entitled to a net tax refund from the CRA.’
(c) EGR’s Historical Interactions With the CRA

39.  Prior to September 2004, EGR was subject to periodic audits by the CRA to verify
EGR’s ITC claims. Those audits generally involved EGR providing the CRA with information
and documentation to support its ITC claims, and the CRA reviewing such information and
documentation without conducting any on-site visits of EGR’s premises. Despite those audits,
EGR consistently received its net tax refund from CRA within approximately 30 to 45 days of
filing each monthly GST/HST return.

40.  Between 2004 and 2013, EGR was subject to constant and extensive CRA GST/HST
audit activity including two full-scale GST/HST audits spanning multiple years each. EGR was

3 See the general taxing provisions contained in subsections 165(1) and (2) of the ETA and the CRA Ruling.

4 Section 3 of Part IX of Schedule VI and of the ETA and the definition of “precious metal” in section 123 of the
ETA.

5 Subsection 165(3) of the ETA.

¢ Subsection 169(1) of the ETA.

7 Subsection 225(1) and subsections 228(1) and (3) of the ETA.
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always fully cooperative and devoted considerable resources to complying with the CRA’s
requests for information and documentation. During that time, the CRA withheld EGR’s net tax
refunds for many months at a time, causing considerable cash flow difficulties. Multiple audit

theories were raised by the CRA and ultimately abandoned.
Q) The CRA’s First Full-Scale Audit

41.  During a full-scale audit from October 2004 until January 2006, the CRA performed a
substantial review of EGR’s records and accessed EGR’s premises for several weeks. During
that audit, the CRA proposed adjustments on the basis that EGR sold “gold cut bars” to its
customers, which would be subject to GST/HST, rather than standard gold bars. However, the
CRA ultimately abandoned that position and did not issue any reassessments. EGR’s net tax

refunds had been withheld for 16 months, causing significant cash flow issues.

42. Later in 2006, a second auditor recreated much of the work that the first auditor had

performed, and EGR’s net tax refunds were again put on hold.

43.  In an internal CRA note dated May 2006 (which EGR obtained under an access to
information request), a CRA official stated as follows:
[EGR’s audit and certain audits of other unrelated parties] have been ongoing for over a

year/two years [...]. Our auditees are understandably applying pressure to obtain the
requested refunds and are in a position to apply for writs of mandamus.

44, A copy of that note is attached to this Affidavit as Exhibit “A”.

45.  Later in 2006, a third auditor again recreated much of the work that the first and second
auditors had performed. In November 2006, that auditor proposed to issue reassessments to
EGR for $12 million in uncollected GST/HST based on an interpretation of the ETA that
differed from EGR’s interpretation. The interpretive issue was essentially whether refined gold
in grain form (rather than a bar, ingot, etc.) constitutes a “precious metal” under the definition of
that term in subsection 123(1) of the ETA (and is thus zero-rated for GST/HST purposes). At
that time, EGR would from time to time deliver refined gold to its customers in grain form. A

copy of the CRA’s reassessment proposal letter is attached to this Affidavit as Exhibit “B”.
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46. However, under the CRA’s interpretation, EGR would also have been entitled to ITCs for
GST/HST payable to the third-party refiners. That point was made by EGR to the CRA in a
submission dated January 3, 2007, a copy of which is attached as Exhibit “C”8

47. In a letter dated June 29, 2007, the CRA agreed that such ITCs would be available,
reducing the proposed adjustments from approximately $12 million to approximately $3,000 in

net tax. A copy of the CRA’s letter dated June 29, 2007 is attached as Exhibit “D”.

48.  Nonetheless, even though the CRA had concluded that EGR was entitled to the net tax
refunds it had claimed, the CRA continued to withhold the refunds. EGR requested multiple
times for the CRA to pay the refunds, including in a letter dated January 11, 2008, a copy of
which is attached as Exhibit “E”. The CRA finally issued reassessments in accordance with the
letter dated June 29, 2007 on March 28, 2008, and thereafter paid refunds totaling over $750,000.

A copy of the results portion of those notices of reassessment are attached as Exhibit “F”.

49. The CRA again inexplicably withheld EGR’s net tax refunds for months at a time in 2008

and 2009 but those refunds were eventually paid.
(i) The Second Full-Scale Audit

50. In March 2010, the CRA commenced a second full scale GST/HST audit of EGR and
began withholding EGR’s net tax refunds.

51.  During that audit, the CRA again performed a substantial review of EGR’s records. The
CRA auditor indicated early in the audit that GST/HST paid by EGR on its purchases of
unrefined gold might constitute “business losses”, such that ITCs would not be recoverable.

Thankfully, the CRA ultimately abandoned that position.

52. On August 6, 2010, EGR sent a letter to the CRA outlining its previous interactions with
the CRA and requesting that its net tax refunds be paid. At that point, more than $350,000 worth

of net tax refunds were outstanding dating back to August 2009. Having received no response

§ Note that the relevant letter was sent on behalf of EGR by its counsel, Stephen K. D’Arcy, then of Bennett Jones
LLP (now Justice at the Tax Court of Canada). Much of EGR’s correspondence with the CRA over the years was
made by EGR’s representatives acting on behalf of EGR. For purposes of this Affidavit, references to interactions
between EGR and the CRA should be considered to include such interactions that were conducted by way of EGR’s
representatives.
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from the CRA, follow up letters were sent October 6, November 2, and December 22, 2010.
Copies of these letters are attached to this Affidavit as Exhibit “G”.

53. In January 2011, the CRA issued reassessments confirming EGR’s entitlement to the net
tax refunds, but the CRA only refunded approximately $250,000 of a total of about $800,000 in

net tax refunds owing.

54. By way of letter dated March 14, 2011, the CRA proposed to reassess EGR on two bases
that also depended on alternative interpretations of the ETA and alternative characterizations of

EGR’s transactions with its customers and third-party refiners. A copy of that letter is attached

as Exhibit “H”.

55.  Between May 2011 and January 2012, a meeting was held with the CRA, and several
detailed submissions were made to the CRA in connection with the CRA’s audit theory. A copy
of EGR’s submission dated July 15, 2011 is attached as Exhibit “I”.

56. In January 2012, the CRA audit team indicated that the issue would be referred to the
Rulings Directorate at CRA Headquarters. A letter referencing that referral is attached as
Exhibit “J”.

57. Following the referral to CRA Headquarters, there were numerous discussions and
correspondence between EGR, the CRA and the Department of Finance regarding the treatment
that should be afforded to gold refining activities under the ETA. EGR and its advisors
submitted that EGR’s transactions with its customers should be treated as a service under the
ETA (such that GST/HST would only apply on the fee charged for the refining). Alternatively,
EGR submitted that subsection 153(3) of the ETA could apply to those transaction on the basis
that they involve the exchange of property of same class or kind (i.e., gold), which would result

in no GST/HST applying whatsoever.

58. EGR and its advisors noted that, if EGR’s transactions with its customers were instead
treated as a purchase of unrefined gold and a sale back of refined gold, it would have negative

cash flow implications for EGR and would increase tax leakage risk for the CRA.
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59. Specifically, on March 29, 2012, EGR’s representatives wrote a letter warning the
Department of Finance that the CRA’s position “will have the obvious but unfortunate
consequence of increasing the risk of further tax evasion in an industry where fraudulent
practices have already been identified (and prosecuted).” A copy of that letter is attached to this
Affidavit as Exhibit “K”. Similarly, in a November 9, 2011 submission to the CRA, a copy of
which is attached as Exhibit “L”, EGR’s representatives stated:
Ironically, the CRA's proposal increases the risk of tax leakage and tax fraud. In fact, given
the CRA’s recent experience with fraud in the gold industry, which primarily involved
suppliers who collected but failed to remit GST/HST, it is to the CRA's benefit that subsection
153(3) of the ETA apply to the transactions between EGR and its clients. That is, the CRA's
proposal contemplates the collection of GST/HST by large numbers of businesses, which
complicates the administrative process for the CRA and increases the risk of tax leakage. As
each of the parties would be able to recover the GST/HST payable by way of ITC, there is no
financial benefit to the CRA in not applying subsection 153(3) to these transactions.
60. In January 2013, the Rulings Directorate issued the 2013 Ruling, which took the form of
a detailed, 12-page memorandum with respect to the treatment of EGR’s business operations
under the ETA. A copy of the 2013 Ruling is attached as Exhibit “M”. Notwithstanding EGR’s

submissions, the 2013 Ruling held that EGR’s transactions with its customers should be treated a

purchase of unrefined gold and a sale back of refined gold.
61.  EGR has subsequently followed the framework set out in the 2013 Ruling.

62. By way of letter dated February 11, 2013, the CRA proposed to issue reassessments to
EGR in accordance with the approach set out in the 2013 Ruling. A copy of that letter is
attached as Exhibit “N”. Specifically, the CRA proposed to assess EGR approximately $1.5
million in GST/HST on transactions whereby EGR received unrefined gold from its customers
and returned refined gold to them in grain form (i.e., a similar issue to the issue raised in 2006).
The CRA assessed on the basis that the sale of refined gold in grain form was subject to
GST/HST, which EGR had failed to collect and remit to the CRA. The CRA implemented its
proposal by way of reassessments dated November 14, 2013. Those reassessments resulted in
“wash transactions”, as EGR was able to charge the relevant GST/HST to its customers and they

were also presumably able to recover such GST/HST as ITCs.
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(iii)  Interactions from 2013 to 2018

63.  Since 2013, EGR has been engaged in constant interactions with the CRA regarding its
GST/HST practices, primarily in the form of responding to information requests from CRA with

respect to EGR’s customers.

64.  EGR has hired a full-time staff member to deal with the added burden of CRA’s on-going
inquiries with respect to GST/HST matters.

65. Since the beginning of 2017, EGR has responded to at least 36 separate inquiries from tax
authorities (primarily the CRA), generally involving GST/HST payments made to EGR’s
customers. Many of the responses included hundreds of pages of documentation. An EGR
employee involved in handling those various information requests, prepared a chart summarizing
these inquiries and EGR’s responses since the beginning of 2017. That chart and copies of the
requests themselves are attached as Exhibit “O” to this Affidavit.

66. The CRA also conducted a payroll account examination of EGR in late 2017, for which
EGR provided the CRA examiner with extensive books and records for review. A copy of the

CRA’s letter in connection with the audit is attached as Exhibit “P”,

67. After the 2013 Ruling was issued, EGR regularly received requests from its customers
requesting that EGR pay them GST/HST on past purchases. These requests arose out of CRA
reassessments issued to such customers. That, in turn, significantly increased EGR’s monthly
ITC claims. In a letter dated February 1, 2013, EGR requested confirmation from the CRA that
the CRA reassessment proposal documentation EGR was provided by customers met
documentary requirements for EGR to claim ITCs . A copy of that letter (without attachments)
is attached as Exhibit “Q”.

68.  Since the 2013 Ruling, EGR’s core gold refining operations have not materially changed.
(iv) 2018 Meetings with Toronto West CRA Officials

69. On February 22, 2018, EGR received a letter from CRA officials from the Toronto West
Tax Services Office requesting to review EGR’s books and records for the purpose of verifying

the ITCs claimed. The CRA did not take issue with any of EGR’s ITC claims as a result of this
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review; however, these ITC claims were the subject of the later audit (discussed in detail below)
and many of them were subsequently denied as a result of that audit. A copy of the letter is

attached as Exhibit “R”.

70. In March and April 2018, I met with those CRA officials in connection with that review.
During those meetings, one of the officials noted that he had initiated certain earlier audits of
EGR, indicated that he was familiar with EGR’s affairs, highlighted general issues with
GST/HST fraud in the gold industry, acknowledged that EGR was clearly not involved in any
such fraud, and requested EGR’s assistance in combatting such fraud, both by remitting the
GST/HST owing to customers directly to the CRA, and by supporting and advocating for

legislative amendments with the Department of Finance.

71.  Following that meeting, EGR made inquiries with other officials within the CRA about
the aforementioned meetings with officials from the Toronto West Tax Services Office. EGR
was informed that the CRA officials from the Toronto West Tax Services Office who had met
with me had not been acting in their formal capacity as CRA officials, such that there would be
no point in continuing interactions and discussions with them. On that basis, EGR took no

further steps with respect to the meetings.
(d) The Most Recent Audit, Judicial Review Application and $180 Million Assessments

72. By way of letter dated October 4, 2018, the CRA informed EGR that EGR’s August 2018
GST/HST return was under audit by the Toronto West Tax Services Office (by different officials
than those who had been involved in the meetings in March and April 2018). The letter also
requested certain information and documentation for purposes of the audit. A copy of that letter

1s attached to this Affidavit as Exhibit “S”.

73. On October 15, 2018, I met with the CRA auditor and her team leader and provided them

with all requested information and documentation.

74. On November 6, 2018, a CRA auditor from the Saskatchewan Tax Services Office
contacted me and advised me that the CRA was expanding the audit to a full-scale GST/HST
audit covering the period from June 1, 2016 to October 31, 2018. That auditor requested EGR’s

full software backup for the period and advised that she would be asking for numerous invoices
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and other documents. The auditor also stated that the CRA would not be paying any net tax
refunds to EGR for its reporting periods from August 2018 forward, including reporting periods
not under audit (the “Decision”). She indicated that the basis for the Decision was that CRA had
identified high risk in the gold industry. However, she stated that she could not identify any

specific risk vis-a-vis EGR.

75.  On November 7, 2018, EGR sent a letter to the auditor providing a detailed chronology
of EGR’s interactions with the CRA over the years and demanding that EGR’s net tax refunds be
paid pursuant to the CRA’s obligations under section 229 of the Act. A copy of that letter is
attached as Exhibit “T”.

76.  On November 26, 2018, the auditor responded and confirmed the Decision in writing,
indicating that all net tax refunds claimed by EGR for its August 2018 reporting period forward
were being withheld by CRA until the full audit was complete. A copy of that letter is attached
as Exhibit “U”.

77.  On the same day, the auditor also wrote to EGR requesting various information as part of
the audit. A copy of that letter is attached as Exhibit “V”. I subsequently provided her with all

requested information.

78. On December 6, 2018, EGR challenged the Decision by way of an application for judicial
review in Federal Court. A copy of the notice of application is attached as Exhibit “W”. In the
application, EGR took the position that the Minister of National Revenue (who acts through her
delegates at the CRA) did not have the jurisdiction to withhold EGR’s net tax refunds, because
she was required to pay the refunds “with all due dispatch” under section 229 of the Act. EGR

sought an order of mandamus requiring the net tax refunds to be paid.

79.  In January 2019, the auditor and her team leader traveled to Toronto and conducted on-
site audit activity at EGR’s premises for a week. During that time, they interviewed me for a full
day, toured EGR’s facilities and reviewed EGR’s records. When I asked them whether EGR
should continue paying GST/HST to its GST/HST-registered customers, even though the CRA
was refusing to pay ITC refunds for that GST/HST, they stated that EGR should. They also



29
- 16 -

informed me that they also attended Asahi Refining’s premises and obtained documentation

referable to EGR’s transactions with Asahi Refining.

80. In connection with the judicial review application, a CRA official from CRA’s
Headquarters testified under oath that the CRA’s goal was to complete the audit by September
2019, and that the CRA did not have concerns about EGR’s compliance with the ETA. He also
acknowledged under oath that the CRA’s concerns about non-compliance by other industry

participants, including EGR’s customers, are irrelevant to EGR’s entitlement to ITCs.

81. The judicial review application was heard by Justice Pentney on July 3, 2019. During the
hearing, Justice Pentney asked the Department of Justice lawyer whether he could cite a legal
basis for the CRA not paying net tax refunds for reporting periods that were not under audit. At
that time, the CRA was withholding approximately $10 million in net tax refunds for reporting
periods outside of the period under audit. The Department of Justice lawyer acknowledged that

he was unable to cite such a legal basis.

82. On July 9, 2019, just four business days after the hearing, the CRA sent a letter to EGR
indicating that the audit was being expanded again to include additional reporting periods (for

which net tax refunds were being withheld). A copy of that letter is attached as Exhibit “X”.

83. On July 22, 2019, the CRA issued GST/HST notices of reassessment to EGR with no
warning whatsoever (the “2019 Reassessments”). The reassessments related to EGR’s June 1,
2016 to July 31, 2018 reporting periods, for which no net tax refunds were outstanding. They
increased EGR’s net tax for those periods by almost $10 million (approximately the same
amount of outstanding net tax refunds as of the time of the hearing) and imposed gross

negligence penalties and interest. A copy of the 2019 Reassessments is attached as Exhibit “Y”.

84.  The following day, EGR received letter from the CRA, which noted that the reassessed
periods “remain under audit and subsequent (re)assessment(s) may be issued for the same
periods”. In other words, the reassessments were provisional. A copy of that letter is attached to

this Affidavit as Exhibit “Z”.
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85.  With respect to the basis for the reassessments, the letter indicated that ITCs were denied
in respect of invoices from 10 different customers. The letter also made various inflammatory
(and contradictory) allegations, including the following:

The invoices created to support this business activity create the illusion of business activities

and transactions that have legal rights and obligations that do not exist, or differ from the
actual legal rights and obligations. [...]

Audit has concluded that [the relevant customers] did not, and in fact could not have, supplied
the unrefined gold purportedly purchased by EGR. Audit has concluded that these 10
suppliers are missing traders [...]

As these missing traders are said to deal directly with EGR, and yet did not make supplies to
EGR, EGR must have direct involvement in the GST/HST scheme, tantamount to intentional
deceit. [...]

Audit has concluded that all of these suppliers are missing traders, and as a result did not

supply EGR with the unrefined gold indicated on the invoices of accommodation. If it can be

shown that there was the transfer of physical goods to EGR, it would be our position that this

unrefined gold was a supply of debased gold as part of a carousel scheme, and/or that it did

not come from the suppliers named on the invoices.
86.  With respect to the CRA’s alternative allegation that the transactions related to a
“carousel scheme”, the CRA explained that a carousel scheme involves a group of persons
colluding to create fraudulent GST/HST refunds. The CRA explained that, in the gold refining
context, a carousel scheme would involve a customer transacting with a refiner to refine gold,
collecting the relevant GST/HST from the refiner, debasing the refined gold with other metals
such as zinc, copper or silver in order to change its status for GST/HST purposes, transacting

again with the refiner, collecting the relevant GST/HST, etc., until ultimately the customer

absconds with the GST/HST without remitting it to the CRA.

87. The CRA’s allegations are demonstrably false. The fact that the CRA felt the need to

make contradictory, alternative allegations of wrongdoing is telling.

88.  With respect to the CRA’s first allegation that EGR created false invoices, EGR keeps
scrupulous records and can prove beyond any doubt that it transacted with its customers as
shown in its invoices (indeed, the CRA seemingly de-emphasized that allegation in subsequent

reassessments, as discussed above).
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89.  EGR can (and will) also disprove the CRA’s second allegation that EGR participated in a
carousel scheme beyond any doubt. Over the years, EGR has always conducted its business with
integrity and in compliance with its legal obligations. EGR has been exceedingly careful in
ensuring that its customers are properly identified and GST/HST-registered. The steps that EGR

has taken in this regard include the following:

a) EGR turned away potential customers if they failed to meet EGR’s strict on-

boarding identification requirements;

b) EGR never transacted with customers if it had any suspicion that they might be

engaged in nefarious activities;

C) EGR stopped transacting with customers on several occasions when the CRA

advised EGR that the customer was noncompliant with its GST/HST obligations;

d) EGR has, for decades, always been fully cooperative with the CRA, other

regulators and law enforcement agencies in many different contexts;

e) EGR confirms that its customers’ GST/HST registrations are in good standing
with the CRA at the following times: (1) on the initial intake of a customer, (2) on
a monthly basis when EGR claims ITCs for GST/HST paid or payable to a
customer, and (3) prior to paying GST/HST to a customer; and

f) EGR generally does not make GST/HST payments to its customers until it has
received a corresponding net tax refund from the CRA (relying on the CRA’s
refund as validation of the customer’s legitimacy) and has verified the customer’s

GST/HST registration number on the three separate occasions described above.

90. On August 20, 2019, EGR filed notices of objection to challenge the 2019
Reassessments. A copy of those notices of objection is attached as Exhibit “AA” (without

appendices).

91. On September 20, 2019, EGR made a motion in connection with its judicial review
application requesting that the hearing be reopened to allow additional evidence relating to the

CRA’s post-hearing actions. EGR submitted that the 2019 Reassessments appeared to be
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intended to establish an artificial debt in order to mitigate against or completely blunt a potential
mandamus order from the Federal Court, and represented further evidence that the CRA was

refusing to pay net tax refunds with all due dispatch in the manner required under the ETA.

92. On March 16, 2020, EGR filed a Notice of Appeal in the Tax Court of Canada pursuant
to paragraph 306(b) of the ETA in order to dispute the 2019 Reassessments. A copy of the
Notice of Appeal is attached as Exhibit “BB”.

93.  On May 12, 2020, the Honourable Justice Pentney dismissed EGR’s application for an
order of mandamus and also dismissed the motion to reopen the hearing. Justice Pentney held
that, based on the evidence before him, the application for mandamus was premature. He held
that the CRA’s duty to pay net tax refunds with due dispatch does not displace the Minister’s
authority to verify a claim before paying a refund so long as the audit is conducted with due
dispatch. He stated:

[82] On the facts of this case, I am not persuaded that a sufficient time had elapsed for the

conduct of the audit before the Applicant launched this application. It should be recalled that

the argument centres on the audit of the August 2018 return, which was filed on September 6,

2018. The Applicant was advised on October 4, 2018 that an audit had commenced. On

November 7, 2018, the Applicant’s representative wrote to demand that the net tax refund be

paid, and it launched this proceeding on December 6, 2018. Unlike the situation in Nautica
Motors, I do not find that this was a sufficient time to complete the audit.

94. A copy of Justice Pentney’s decision is attached as Exhibit “CC”.

95. By way of letter dated May 27, 2020 (the “May 2020 Proposal Letter”), the CRA
proposed to deny ITCs totaling $133,451,149.90 in connection with its audit of EGR’s reporting
periods from June 1, 2016 to October 31, 2018 (which, apart from the periods from August 1 to
October 31, 2018, had already been reassessed pursuant to the 2019 Reassessments). The CRA
alleged that the ITCs related to invoices from 66 of EGR’s customers that were “part of a
carousel scheme”, and that EGR “is a willing participant in the carousel scheme”. A copy of the

May 2020 Proposal Letter is attached as Exhibit “DD”.

96.  Unlike the proposal letter preceding the 2019 Reassessments, the CRA did not make any
allegations that EGR had created false invoices or misrepresented its transactions with its

customers.
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97. It is notable that the CRA’s conclusions in the May 2020 Proposal Letter were expressly
only made “on a balance of probabilities”. In addition, the only basis for the allegations relates
to certain general calculations that the CRA apparently made regarding the gold refining market
in the greater Toronto area, and purported differences between EGR’s business and that of a

typical market participant. The CRA’s calculations were as follows:

a) the weighted purity of unrefined gold purchased by EGR was 83%, while the

“expected range” in the market would be 50% to 65%; and

b) 90% of EGR’s volume of unrefined gold purchases were from only 20% of
EGR’s customers, and those customers were, on average, doing almost double the
weekly volume used as a “benchmark” by the CRA (while refusing, despite being
asked, to provide any detail whatsoever of what either their “expected range” or

“benchmark” is actually based upon).

98.  In the May 2020 Proposal Letter, the CRA also alleged that EGR had failed to exercise
sufficient diligence with respect to its customers, suggesting that EGR should have vetted
customers based on factors like credit score (even though the CRA did not dispute that EGR was
compliant with its customer identification obligations under the ETA and FINTRAC).

99.  Following the issuance of the May 2020 Proposal Letter, EGR repeatedly requested that
the CRA disclose the assumptions and data forming the basis for the CRA’s calculations so that
EGR could explain why EGR’s business might be different from a typical market participant, or
explain why the benchmarks used by the CRA are inapplicable to the market that EGR actually
participates in. The CRA repeatedly refused under the guise of confidentiality.

100.  On July 10, 2020, EGR wrote to the CRA and stated that the “lack of disclosure puts
EGR in an impossible situation and deprives it of the most basic fairness and due process,
especially given the nature and seriousness of the allegations contained in the [May 2020
Proposal Letter] and their potential fatal impact on EGR”. EGR also noted that the CRA’s
assumptions and data would be general market information that would not contain identifying
information, such that they would not be confidential. EGR also noted that, under paragraph

295(5)(b) of the ETA, the CRA would be permitted to provide EGR with confidential
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information that can be reasonably regarded as necessary for the purposes of determining EGR's

liability under the ETA. A copy of that letter is attached as Exhibit “EE”.

101. However, in a letter dated July 28, 2020, the CRA continued to refuse to release the
information and insisted on issuing the proposed reassessments. The CRA even weaponized
EGR’s good faith attempts to lobby the CRA and the Department of Finance to address the risk
of tax leakage in connection with the GST/HST treatment of gold refining. The CRA stated that
“[t]he explicit warning by Salama to the CRA and Department of Finance only solidify our
position that Salama knew the vulnerabilities of the GST/HST system, and took advantage of
those vulnerabilities”.” That EGR’s pursuing in good faith the democratic processes which are
part of our community, to effect positive change in suggesting legislative and policy steps, would

be used by the CRA as evidence against us has disturbed me greatly.

102.  On July 29, 2020, the CRA issued notices of reassessment for EGR’s reporting periods
from June 1, 2016 to October 31, 2018 (the “2020 Reassessments”). A copy of the 2020
Reassessments is attached as Exhibit “FF”. The 2020 Reassessments maintained the
adjustments made by way of the 2019 Reassessments, denied additional ITCs, and also imposed
gross negligence penalties. In total, the 2020 Reassessments imposed tax, penalties and interest

totaling $189,531,562.93.

103. Details regarding the current status of EGR’s ITC refund claims and the amounts owing
to and from EGR with respect to its reporting periods from June 1, 2016 to August 31, 2020,
following the issuance of the 2019 Reassessments and the 2020 Reassessments, are contained in

Schedule 1 to this Affidavit.

104. By way of letter dated August 12, 2020, the CRA advised EGR that it was commencing a
new GST/HST audit for EGR’s reporting periods from November 1, 2018 to June 30, 2020.

105.  On September 11, 2020, EGR amended its existing Tax Court appeal by filing a Fresh As
Amended Notice of Appeal in connection with the 2020 Reassessments for the reporting periods
that were also the subject of the 2019 Reassessments (i.e., the June 1, 2016 to July 31, 2018
reporting periods). A copy of the Fresh As Amended Notice of Appeal is attached as Exhibit

% Page 4.
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“GG”. EGR will file notices of objection in due course to dispute the 2020 Reassessments for

the remaining reporting periods (i.e., the August 1 to October 31, 2018 reporting periods).

106. By way of letter dated September 17, 2020, the CRA denied EGR’s request for disclosure
of the CRA’s audit file, citing the Tax Court appeal and involvement of Department of Justice.
A copy of that letter is attached as Exhibit “HH”.

Comments on the Basis For the 2020 Reassessments

107. My family has operated honourably in the precious metals business for four generations,
and EGR has built a reputation for trustworthiness since 1994. More than most businesses,
EGR’s business depends on maintaining that reputation of trust. EGR’s customers regularly
entrust EGR with possession of valuable precious metals and substantial amounts of money. I
would never jeopardize my reputation, my family’s reputation and EGR’s reputation by

participating in fraud.

108. The CRA’s allegations are based on “audit assumptions” unsupported by the disclosure
of any evidence as discussed above. Furthermore, the CRA has never explained the benefit to a
trusted and established market participant, EGR, of participating in the purported scheme. It
simply does not stand to reason that EGR would pay 13% in GST/HST under fraudulent
circumstances, placing it in a position of depending on the CRA to pay ITC refunds (which
historically have been difficult to obtain), risking its business and risking criminal charges — all

to earn a fee of 1 to 2%.

109. In particular, it does not stand to reason when it is considered that EGR has been under

virtually constant audit scrutiny from the CRA since 2004.

110. What seems more reasonable is that the CRA is concerned about flaws in the GST/HST
treatment of the gold refining industry that lead to tax leakage and, rather than seeking to address
those flaws through changes in legislation or policy, it is seeking to wipe out that industry. If
that is the case, it is particularly ironic that the CRA is seeking to destroy EGR, which had
advocated to the CRA and the Department of Finance, in good faith, for legislative and policy

fixes to those very flaws.
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111.  Moreover, as was noted in passing in Tax Counsel’s letter to CRA dated July 10, 2020
(Exhibit “EE”), CRA acknowledges that their current position places a novel theory of
responsibility on EGR, and one which in any practical sense is unable to be addressed in the real

commercial world by market participants, including EGR.

112.  Finally, the fact that EGR is requesting the transparency and oversight of these
proceedings shows that the CRA’s allegations are wrong. If EGR participated in wrongdoing, it
would never expose itself to the scrutiny of the CCAA process and would never invite the

proposed monitor to implement and oversee controls over its business.
FINANCIAL POSITION OF EGR
(a) Cash position

113.  EGR is generally able to meet its ordinary course obligations as they become due apart

from the liabilities associated with the 2019 Reassessments and the 2020 Reassessments.

114.  As noted above, EGR’s refining business generated approximately 80% of its revenue
from the refining business. However, EGR’s refining business has declined by approximately
95% as a result of the COVID-19 pandemic. I anticipate that the refining business will increase

as businesses re-open.

115. As noted above, EGR also holds trading and hedging positions for certain customers in
cash, precious metals and/or forward contracts. I will discuss this in greater detail under the
heading “Customer Arrangements” commencing at paragraph 140, below. The following charts

outline EGR and their customer positions as at September 30, 2020:
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As at September 30, 2020 Held at

Total Cash Position EGR | CIBC Total

CAD 864,528 2,518,754 3,383,282

USD 594,115 591,485 1,185,600

Less Customer Amounts

CAD - 451,250 451,250

USD - - -

EGR's Cash Position

CAD 864,528 2,067,503 2,932,032

USD in CAD equivalent 791,540 788,036 1,579,575
1,656,068 2,855,539 4,511,607

As at September 30, 2020 Held at

Total Inventory Position in Base Unit EGR

Gold 1,183.05

Silver 45,344.33

Platinum 112.98

Palladium 16.51

Less Customer Amounts

Gold 689.54

Silver 11,793.93

Platinum 32.15

Palladium -

EGR's Inventory Position

Gold 493.51

Silver 33,550.39

Platinum 80.83

Palladium 16.51
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As at September 30, 2020
Total Account Value

Held at CAD equivalent
Asahi 3,776,215
Asahi Refining 393,429
RCM 55,001
Saxo 688,992
FXDD 370,817
RJO 174,074

Total 5,458,528

Customer Account Position in CAD (4,912,686)

545,842

Forward Contracts Positions (Unrealized)

With Customers (30,414)
With Third Parties 6,025
(24,388)

(b) Bullion Buyers

116. EGR transacted business with 363 bullion buyer customers who purchased gold from
EGR from May to July 2020 with sales totaling $29.9 million, excluding GST/HST ($30.0
million including GST/HST). EGR transacted with 25 bullion buyers with average monthly
sales greater than $100,000 (ranging from average monthly sales of $772,302 to $104,100).
Such bullion buyers can be identified upon request (keeping in mind that identifying them in a

public document could expose them to the risk of robbery).
(c) Gold vendors

117. During May to August, 2020, to supply bullion buyers, EGR purchased from bullion
vendors and also supplied bullion derived from the refining of unrefined gold purchases. There
were 468 gold vendors from May to August 2020 with EGR’s purchases totaling $40.5 million
excluding GST/HST ($40.7 million including GST/HST).



39
- 26 -

118.  EGR transacted with 26 gold vendors with average monthly purchases greater than
$30,000 (ranging from average monthly purchases of $3,573,026 to $30,409). Such vendors can
be identified upon request (keeping in mind that identifying them in a public document could

expose them to the risk of robbery and theft).

119.  Up to this point, we have been forced to advise our gold vendors that GST/HST payments
on purchases cannot be made until a resolution is reached with the CRA regarding the CRA’s
payment of ITC refunds to EGR. This has caused EGR to lose certain vendors who will now
only transact with competitors. However, EGR has been continuing business with certain long-

term gold vendors under this new arrangement.

120.  The chart below outlines a summary of EGR’s aggregate creditors as of August 31, 2020:

Number of Total Amount
Type of Creditor | Creditors Owing
Customers  with
GST/HST owing 94 32,620,607
Customer
Accounts 57 1,991,142
Other Suppliers 13 516,718

121.  The foregoing is provided for illustration and does not change materially on a monthly

basis
(d) Financial Statements
122.  EGR’s last compiled financial statements was for the year ended May 31, 2019:

Express Gold Refining Ltd.
Balance Sheet
As at May 31, 2019

(Unaudited)
2019 2018
$ $
Assets
Current Assets
Cash 5,355,214 12,251,750
Marketable securities 254,865 255,834
Accounts Receivable 35,515,994 11,684,967
Due from related parties 2,746,744 1,340,025



Express Gold Refining Ltd.
Balance Sheet
As at May 31, 2019
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(Unaudited)
Income taxes recoverable - 16,995
Inventories 3,368,157 4,074,538
Prepaid Expenses 13,500 16,604
47,254,474 29,640,263
Property and Equipment 280,091 305,662
47,534,565 29,945,925
Liabilities
Current Liabilities
Accounts Payable and accrued liabilities 41,886,810 26,796,322
Income taxes payable 738,374 -
Due to related parties 911,965 915,449
43,537,149 27,711,771
Shareholders’ equity
Share capital 98 105
Retained earnings 3,997,318 2,234,049
3,997,416 2,234,154
47,534,565 29,945,925
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123. Asat May 31, 2019, EGR had approximately $5.4 million in net available cash on hand.

124.  As at May 31, 2019, EGR’s assets had a book value of approximately $47.5 million and
liabilities of approximately $43.5 million. The majority of EGR’s assets on its balance sheet
relate to accounts receivable of $35.5 million, while the majority of EGR’s liabilities on its

balance sheet relate to accounts payable and accrued liabilities of $41.9 million.

125.  EGR does not have any secured creditors except in relation to the customer funds, bullion

and contracts referenced below in my affidavit.
(e) Cash Flow Forecast

126.  With the assistance of the proposed monitor, EGR has prepared a 13-week cash flow
forecast (the “Cash Flow Forecast”) for the week commencing October 5, 2020 to the week

ending January 1, 2021. A summary of the cash flow appears below.
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Receipts
Sales 28,382,312
HST refunds -
Interest income 6,000
Total Receipts 28,388,312
Disbursements
Purchases 26,726,044
HST 770,356
Salaries and wages 151,212
Consulting and professional fees 150,000
General Administrative Expenses 96,402
Insurance 112,500
Rent 43,440
Advertising and promotion 54,676
Vehicle 5,799
Freight 20,000
Income Tax 30,000
Total Disbursements 28,160,429

Net Cash Flow Before Litigation

and Restructuring Costs 227,883
Litigation Costs 450,000
Restructuring Costs 550,000

Total Litigation and 1,000,000

Restructuring Costs

Net Cash Flow (772,117)

Opening Cash 2,566,637

Ending Cash 1,794,520

127. EGR’s opening cash balance on October 12, 2020 was approximately $2.6 million. The
full 13-week cash flow is attached hereto as Exhibit “II”.

128. The forecast cash flow surplus for the 12-week period (“Cash Flow Period”) before
litigation and restructuring costs is estimated to be $227,883. Sales are estimated to be $28.4
million over the Cash Flow Period with corresponding purchases of bullion and scrap metals of
approximately $26.7 million. GST/HST payments on goods and services are estimated to total

$770,356. Other significant cash outflows during the Cash Flow Period are as follows:

a) Salaries and wages: $151,212
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b) Consulting and professional fees: $150,000
c) Insurance: $112,500
d) General and administrative expenses: $96,402

129. Because of the 2019 Reassessments and the 2020 Reassessments, EGR will incur
litigation and restructuring costs to defend and resolve the matter, even before considering any
amount that may be needed to effect an early resolution. Litigation and restructuring costs are
estimated to be $450,000 and $550,000 respectively over the Cash Flow Period. The forecast
cash flow deficit for the Cash Flow Period after litigation and restructuring costs is estimated to

be $772,117.

130. Based on the cash flow forecast presented, EGR does not have the financial resources to
pay the amounts assessed by way of the 2019 Reassessments and the 2020 Reassessments.
Furthermore, EGR’s liquidity position will continue to erode and additional financing will need
to be considered should the restructuring and the litigation relating to the 2019 Reassessments
and the 2020 Reassessments extend well past the 12-week cash flow forecast period, which I

anticipate.
® Cash Management

131.  EGR operates a CAD and USD bank account at CIBC. EGR also holds physical cash on
hand at its head office. The physical cash on hand and bank accounts at CIBC are used to
facilitate day-to-day operational needs. The chart in paragraph 115 above provides details on the

September 30, 2020 cash balance held at EGR and at CIBC in CAD and USD.

132. EGR currently has one credit card. The credit cards facilitate payment of various

expenses related to office, advertising, telephone and general and administrative expenses.
(g Related Party Arrangements

133.  The following table outlines related party balances as at September 30, 2020:

Related Party Receivable / (Payable) as
at September 30, 2020
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Farag Properties Inc. 2,243,350
1420781 Ontario Ltd. 920,843
Express Forex Inc. 311,273
Mary/Nabil 32,000
Atef 16,710
Watchdeals.ca 1,362
Prestige Precious Metals Ltd. | (1,416,897)
Shareholders (80)
Fr. Pishoy Family Trust (15)

Details relating to those parties and balances are as follows:

a)

b)

d)

Farag Properties Inc. — EGR leases its head office from Farag Properties Inc. at a
monthly rent of $14,480, including GST/HST. EGR manages Farag Properties
Inc.’s property and receives an annual management fee of $60,000 including

GST/HST.
1420781 Ontario Ltd. — EGR's parent company.

Express Forex Inc. — A related company facilitating foreign exchange transactions
for EGR and other clients. It holds funds at Luminus Financial and remits certain
amounts to EGR on a monthly basis. The receivables balance owing to EGR is

typically around $200,000.

Atef / Nabil / Mary / Fr. Pishoy Family Trust — Shareholders of EGR. The
balances represent shareholder advances. There has been a further advance to me
of approximately $300,000 to complete the purchase of residential real estate. I

will provide full particulars of this to the monitor.

Watchdeal.ca — A related company with a small receivable balance that is

uncollectible and will be written off.

Prestige Precious Metals Ltd. — EGR pays $150,000 annually in management

fees.
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NORMALIZING OPERATIONS POSTFILING
(a) Net Tax Refunds

135.  In order to stabilize its business, EGR requires that the CRA pay net tax refunds for the
ITCs generated when EGR pays GST/HST to its customers and other business suppliers. As
discussed above, the GST/HST payments in connection with EGR’s business are several times
greater than the revenue that EGR generated through that business. Accordingly, by way of this
application, EGR is seeking a mechanism overseen by the Court whereby EGR will pay
GST/HST to customers that have been approved the Court and other business suppliers, and the
CRA will regularly pay the corresponding net tax refunds to EGR.

136. In order to address the concerns raised by CRA relating to certain customers and former
customers, EGR will work closely with the prospective monitor to achieve any reasonable

commercial transparency that the CRA may suggest.

137. . But for the 2019 Reassessments, the 2020 Reassessments and the CRA’s ongoing
refusal to pay ITC refunds to EGR, EGR would have no need for these proceedings and would
be entirely capable of meeting its obligations as they come due. Accordingly, EGR is asking the
Court’s permission to carry on its business in the ordinary course without regard to the
distinctions usually drawn between prefiling and post-filing creditors. EGR is also asking that
the net tax refunds owing by the CRA to EGR following this application not be offset against the
prefiling amounts owing to the CRA in connection with the 2019 Reassessments or the 2020

Reassessments (as they already have been by the CRA to date).

138. It is my understanding that the prospective monitor is supportive of this approach in these

circumstances.
(b) Customer/Supplier Arrangements

139. EGR is also seeking the Court’s permission to continue to honour and pay all pre-filing

obligations owing to customers and suppliers who have dealt with EGR in good faith.

140. In particular, as discussed above, EGR holds cash, gold and forward contracts for

customers in connection with its refining business (the “Refining Customer Assets”). The
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Refining Customer Assets are typically only held for the duration of the relevant refining
transaction (i.e., between the time that the unrefined gold is delivered to EGR and the time that

EGR delivers refined gold or equivalent funds to the customer).

141.  As discussed above, EGR also holds cash, gold bullion and forward contracts on a
longer-term basis for customers with which EGR has a long-standing, trusting relationship (the

“Trading Customer Assets”).

142. EGR and its customers have always understood that EGR holds the Refining Customer
Assets and the Trading Customer Assets on behalf of each relevant customer in a manner akin to

a legal trust.

143. I have been advised by counsel that these arrangements should be formally documented
in a manner to create legal trusts and accordingly, I am now asking for the Court’s permission to
do so in a manner which will instil confidence in my customers to continue to transact business
with EGR and provide oversight and transparency to the Monitor over all aspects of these

arrangements.

144. 1 believe that these measures will assist EGR to preserve the status quo while the dispute

with the CRA 1is dealt with in the Tax Court of Canada.

145. The proposed measures would not relate to the Refining Customer Assets, since such
assets are of a short-term nature and constitute ordinary course obligations. The proposed
measures would only relate only to Trading Customer Assets. In particular, the proposal is as

follows:

a) EGR would establish a separate bank account that would hold only funds in trust
for customers, such that the trust funds would be segregated from the funds held

by EGR on its own account;

b) EGR would delineate a separate storage area that would hold only gold bullion in
trust for customers, such that the bullion would be segregated from the bullion

held by EGR on its own account;
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C) EGR would establish a separate account with Asahi Refining or Saxo bank that
would hold only funds and forward contracts in trust for customers, such that the
relevant funds and forward contracts would be segregated from the funds and

forward contracts held by EGR on its own account; and

d) EGR would provide each of the customers in respect of which EGR holds Trading
Customer Assets with a monthly Trust Account Statement specifying the assets
held in trust by EGR as of that month, and expressly stating that “the assets set
out herein are held in trust by EGR on behalf of the beneficiary listed above”.

EGR IS AT IMMEDIATE RISK

146. On Thursday morning, October 8, 2021 I received a call from a collection officer with
CRA seeking to, among other things, inform me that collection proceedings would be
commencing against EGR in 7 days if arrangements were not put in place to deal with the
approximately $180 million balance on account with CRA and that I was being put on warning
of this eventuality. While I briefly discussed what this entailed for the business, it was made
clear to me that EGR was being asked to post security in the form of tangible assets such as real
property, letters of credit, cash and the like for the full balance outstanding with CRA of
approximately $180 million. As I was unsure of how to respond to this call which came to me
without warning, I instructed my collection advisor Michael Collinge of Deloitte LLP to contact

the officer to determine what this meant.

147. I understand from Michael Collinge’s discussion with the collections officer that no
collection actions would be taken before the 15". Attached is a letter as Exhibit “JJ” from

Michael Collinge to the CRA confirming such an understanding with CRA.

148. EGR does not have the capacity to provide the requested security as demanded by CRA.

If unstayed, such collection activities would immediately drive EGR out of business.

149. As such, EGR is seeking the protection of these proceedings while is pursues its appeal to

the Tax Court and further seeks to normalize interactions with CRA to ensure a stable cash flow
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to the business and preserve the status quo in accordance with the principles of restructuring as I

understand them under the CCAA.

Sworn before me via )
videoconferencing this 14" day )
of October, 2020 )
~ /
A Commj si&rér, etc. ATEF SALAMA

JANINE  ABULUYAN
L0 No. Bogo#R,
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Status of ITC Refunds — June 1, 2016 to August 31, 2020

48

o | ey | R MODi | HODRI |y g || s ot
EGR Reassessments | Reassessments ITCs EGR)
30/06/2016 2,221,450.67 36,238.54 1,990,205.67 2,026,444.21 195,006.46 2,221,450.67
31/07/2016 2,375,524.81 - 2,067,401.02 2,067,401.02 308,123.79 2,375,524.81
31/08/2016 2,481,091.49 25,310.87 2,065,681.17 2,090,992.04 390,099.45 2,481,091.49
30/09/2016 2,430,081.17 97,947.85 1,659,086.46 1,757,034.31 673,046.86 2,430,081.17
31/10/2016 2,447,802.60 120,810.69 1,655,893.10 1,776,703.79 671,098.81 2,447,802.60
30/11/2016 2,987,176.15 27,340.93 2,321,434.45 2,348,775.38 638,400.77 2,987,176.15
31/12/2016 2,611,730.24 112,277.23 2,136,320.52 2,248,597.75 363,132.49 2,611,730.24
31/01/2017 4,045,539.02 278,975.49 3,196,920.97 3,475,896.46 569,642.56 4,045,539.02
28/02/2017 3,645,321.28 75,494.25 3,038,312.96 3,113,807.21 531,514.07 3,645,321.28
31/03/2017 4,260,129.59 100,060.76 3,507,382.12 3,607,442.88 652,686.71 4,260,129.59
30/04/2017 4,337,545.21 27,901.25 4,025,781.37 4,053,682.62 283,862.59 4,337,545.21
31/05/2017 5,284,415.66 62,840.18 4,915,438.41 4,978,278.59 306,137.07 5,284,415.66
30/06/2017 4,596,200.10 45,956.43 4,307,535.06 4,353,491.49 242,708.61 4,596,200.10
31/07/2017 3,458,823.17 97,522.62 3,065,534.04 3,163,056.66 295,766.51 3,458,823.17
31/08/2017 5,337,096.30 185,628.47 4,948,418.34 5,134,046.81 203,049.49 5,337,096.30
30/09/2017 5,880,429.23 323,805.46 5,307,169.71 5,630,975.17 249,454.06 5,880,429.23
31/10/2017 6,866,554.82 318,275.34 6,255,352.47 6,573,627.81 292,927.01 6,866,554.82
30/11/2017 6,247,416.70 610,706.80 5,399,164.62 6,009,871.42 237,545.28 6,247,416.70
31/12/2017 3,572,947.39 423,564.15 2,981,760.44 3,405,324.59 167,622.80 3,572,947.39
31/01/2018 6,369,341.10 893,991.12 5,185,133.32 6,079,124.44 290,216.66 6,369,341.10
28/02/2018 7,666,962.47 1,212,799.32 6,192,957.26 7,405,756.58 261,205.89 7,666,962.47
31/03/2018 8,631,688.25 749,170.63 7,741,165.77 8,490,336.40 141,351.85 8,631,688.25
30/04/2018 7,019,049.53 723,280.61 5,907,256.16 6,630,536.77 388,512.76 7,019,049.53
31/05/2018 9,034,754.80 1,267,537.44 7,506,656.43 8,774,193.87 260,560.93 9,034,754.80
30/06/2018 8,290,188.17 1,412,816.73 6,612,145.41 8,024,962.14 265,226.03 8,290,188.17
31/07/2018 6,923,029.15 798,076.11 5,884,757.19 6,682,833.30 240,195.85 6,923,029.15
31/08/2018 9,128,196.67 8,782,974.59 8,782,974.59 345,222.08 9,128,196.67
30/09/2018 8,595,018.21 8,052,022.81 8,052,022.81 542,995.40 8,595,018.21
31/10/2018 7,161,366.90 6,741,288.06 6,741,288.06 420,078.84 7,161,366.90
30/11/2018 1,953,385.55 1,953,385.55
31/12/2018 3,445,018.58 3,445,018.58
31/01/2019 1,859,239.75 1,859,239.75
28/02/2019 645,063.05 645,063.05
31/03/2019 327,637.82 327,637.82
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30/04/2019 392,521.51 392,521.51
31/05/2019 295,519.01 295,519.01
30/06/2019 337,458.61 337,458.61
31/07/2019 285,804.61 285,804.61
31/08/2019 535,029.07 535,029.07
30/09/2019 437,535.05 437,535.05
31/10/2019 307,115.23 307,115.23
30/11/2019 307,720.98 307,720.98
31/12/2019 417,923.99 417,923.99
31/01/2020 195,155.48 195,155.48
28/02/2020 207,825.70 207,825.70
31/03/2020 136,881.51 136,881.51
30/04/2020 73,408.00 73,408.00
31/05/2020 47,418.00 47,418.00
30/06/2020 11,986.56 11,986.56
31/07/2020 34,849.77 34,849.77
31/08/2020 79,122.75 79,122.75
166,240,491.43 | 10,028,329.27 133,451,149.90 | 143,479,479.17 | 10,427,391.68 129,022,289.07 | 37,218,202.36

Total Denied

143,479,479.17

Less Balance
August, Sept,

-24,884,581.78

Oct 2018
Balance alleged | ¢ 594 597 39 118,594,897.39
owing
Sept 242020 | Interestand 60,409,088.19
Penalty
Owing on CRA

website

179,003,985.58
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MRQ ASSISTANCE REQUIRED ON GOLD AUDITS

-prepared by Cathie Ewert, May 18, 2006

-prepared for anti-avoidance, Surrendar H Parmar, Senior Analyst, ldentification,
Detectlon, & Legislative Coordination Section ‘
In general:

-in connection with audits of Aumor Refining Limited (#841063341), Poscor Mills
Limited (#884010224), Guardian Gold Corp (#874803208), Express Gold
Refining (#138557095), .999 Gold Depot (#887455749), all “collector” refiners in
the Toronto area, and Silva Oro Inc (#864736301), a supplier to a supplier
(Markor) to Express Gold Refining, we have found the source of supply to be
consistently the Montreal/Laval area in Quebec; we need timely audits
conducted on these sources of supply in order to substantiate (or not) the ITC's
being claimed in the chains of supply; for the audits of Express Gold Refining
(EGR) and .999 Gold Depot (GD), these audits by MRQ have been ongoing for
over a yearftwo years, without the two direct links to GD being audited (137838
Canada Inc and 4072308 Canada Inc), possible due to the fact that there is a
cradle-to-grave audit strategy. Our auditees are understandably applying
pressure to obtain the requested refunds and are In a position to apply for writs of
mandamus. Toronto area auditors & HRAT have communicated information on
newly found Quebec sources of supply, and $ amounts of purchases from
Quebec suppliers, to MRQ for audit purposes. Some of these referrals do not
seem to have been acted upon, despite the fact they are direct sources of supply
to our auditees. Sometimes we do not know whether the information supplied
has been used or has been passed along to auditors. MRQ, however, has had
few audit resources availabie for all the audit demands in this ever-expanding
gold project. The most pressing requirements for information are in bold face.

Our auditees & known sources of supply (ie, ITC’s being claimed for
purchases from) in Quebec to each one are as follows:

Aumor Refining (GST#841963341):

-9149-8139 Quebec inc o/a Bijouterie VVS, GST#854865433, owner per
malnframe is Vatche Hititian (who is linked to: 9106-4816 Quebec Inc o/a Molto
Bella, GST#144140209, assessed $2.8 million, bankruptcy; also linked to 9140-
1433 Quebec Inc, o/a Bljouterie Kristor, GST#145547058, no retumns filed,
currently under audit by MRQ ), registered 05/11/07, no returns filed, monthly
filer, yet Aumor has claimed ITC'’s totalling $1154,215 for Nov/05 to Mar/08; a
person named Avedis Karadjian makes all the scrap goid deliveries for this
company to Johnson Matthey (JM) on behalf of Aumor using EGR'’s account with

JM.
Poscor Mills (GST#884010224):

-9141-7220 Quebec Inc o/a Bijouterie JK, GST#864479944, owner Krikor
Jebekian (who is linked to: Bijouterie Massis (1998) Inc, GST#868505538,

003190
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I*I Canada Customs Agence des douanes
and Revenue Agency et du revenu du Canada

November 8, 2006

EXPRESS GOLD REFINING LTD Your fila / Vours référence

21 DUNDAS SQUARE, STE. 401 13855 7095RT0001
TORONTO, ON Our fils / Nowe riftrence
MSB 1B7 i

Attention: Mr. Atef Salama
Dear Mr. Salama:

Re: GST Audit for February 2005

As a result of our recent audit of the GST/HST Retum mentioned above, we are now
proposing the following adjustments to net tax:

Increase in GST/HST paysble in the amount of $1,554.209.28.
The explanation for this adjustment is as follows:

A precious metal is a financial instrument under paragraph (e) of the definition of
“financial instrument” found in section 123(1) of the Excise Tax Act (“ETA”).
Purthermore, certain purity and four specific form requirements are set out in the
legislation regarding precious metals.

“Precious metal” as defined in subsection 123(1) (in part) “means a bar, ingot, coin or
wafer that is composed of gold, silver or platinum and that is refined to a purity level of at
least () 99.5% in the case of gold and platinum”. The sale of a precious metal, meeting
purity and form requirements will be exempt of GST pursuant to paragraph (d) of the
definition of “financial service” found in subsection 123(1) and section 1 of Part VII of
Schedule V, unless zero-rated.

Only the sale of a “precious metal” by a refiner (or by the person on whose behalf the
precious metals were refined) is a zero-rated supply pursuant to section 3 of Part IX of
Schedule V1. This section provides that the first supply of a refined “precious metal”
meeting the purity and form requirements as set out in subsection 123(1) is a financial
service and is zero-rated. However, where the refined metals do not become “precious
metals™ for GST purposes, the sale of such metals will generally be subject to GST at 7%,
pursuant to subsection 165(1).

Canada
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A refiner or its clients may use grain gold to manufacture various luxury items such as
jewellery, high tech products, etc. Consequently, grain (in its own right) will not meet the
form requirements found in the definition of “precious metal” found in subsection 123(1),
as it relates to gold.

We also refer to “Said Joailler Ltee ¢, La Reine” (2006ETC2812) where the court agreed
that the sale of gold in forms other than those outlined in the definition was subject to
GST at 7%. '

Therefore, it is Audit’s position that the sale of grain gold is taxable. Accordingly, we are
" proposing to increase your Division II tax amount by $1.554.209.28 for February 2005.
Please refer to the attached Appendix A for details.

In addition, for the fiscal year ending May 31, 2005, partial information supplied to us
indicates that a total of §,532 sealed kilo bags of grain gold were sold during the year.
Based on an estimated average price of $17,000 per kilo of gold, we have calculated grain
gold sales for the year to be approximately $145 million ($17,000 x 8,532). The
estimated GST liability pertaining to the above transactions is approximately

$10.15 million. (Please note this amount includes the proposed adjustment for February
2005).

In each case of omission on a return, we have to consider whether to apply the provisions
of section 285 of the Excise Tax Act. This seotion provides for penalties of $250 or 25%
of the net tax resulting from an omission on a return, whichever is more, when it is
established that the omission was made knowingly or arose from circumstances
amounting to gross negligence.

Subscction 280(1) of the Excise Tax Act is also relevant. It provides for penalties of 6%
per year, and interest at the prescribed rate, computed for the period beginning on the first
day following the day on or before which the amount was required to be remitted or paid
and ending on the day the amount is remitted or paid.

We have decided not to apply section 285 to the adjustiments proposed above. Please
note that future occurrences of the same kind could be subject to section 285 penalties.

We ask that you review our analysis and, within 30 days of the date of this proposed
adjustment, either confirm that you agree with this proposed adjustment or provide a -
written explanation of the area(s) you do not agree with and your reasons.

Thank you for your assistance in this matter.

FR oW .
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Yours truly,

”"fffgg./ﬁ—

Raj Bhatla
Audit Division

Telephone: (418) 964-6061

Fax &416) 854-6016
Address: 1 Front Street West
Toronto ON MBJ 246

cc: Frank Volpini
cc: Jim Gilbert
cc: Andit File

ONMTAIT S MINDCCINIVI

Toll free; 1-800-859-8281
1-800-959-5
Intemet www.ccra-gdre.ge.ca

dual)
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BENNETT JONES LLe 3400 1 First Conadian Place
PO Box 130

Tosonto Ontario

Canada MSX 1a4
Tel 416.863.1200
Fox 416.863.1716

Steven K. D’Arcy www.bennettjones.ca
Direct Line: 416.777.4825

e-mail: dorcys@benneljonss.ca

File No,: 59218-1

January 3, 2007

Canada Revenue Agency
1 Front Street West
Toronto, Ontario

M5J 2X6

Attention: Mr, Raj Bhatla
Re: Express Gold Refining Ltd., GST Registration Number 138557095RT0001

We are writing in response to Mr. Bhatla's letter of November 8, 2006. An extension until January
5,2007 to respond to your letter was granted by Ms. Roach of your office.

1 8 FACTS

1. Express Gold Refining Ltd. ("Express Gold") is a precious metal dealer and refiner. It
provides gold refining services and also purchases gold for sale to third parties.

A. November 8, 2006 CRA Letter

2. In a letter dated November 8, 2006, Mr. Raj Bhatla of the audit division of the CRA%
Toronto, Front Street office informed Express Gold that it was proposing to increase its Division II
tax collectable for February 2005 by $1,554,209 and its net tax collectable for the fiscal year ending
May 31, 2005 by approximately $10.15 million.

3. The proposed adjustment relates to sales of what is referred to by the CRA as "grain gold”,
by Express Gold to certain third parties. The CRA is taking the position that sealed bags of "grain
gold" are not a precious metal, as that term is defined in subsection 123 of Part IX of the Excise Tax
Act (the "GST legislation").

4, The CRA provided, as an appendix to its letter, a list of sales made by Express Gold in
February 2005. The list notes the sales price, the customer name and the type of product. The type
of product is identified by the CRA as either a kilo gold bar or a "kilo bag of grain gold".

5. Of the $1,554,209 proposed assessment for February 2005, approximately 88% relates to
sales of gold by Express Gold to 9141-7220 Quebec Inc. ("Krikor").

DMSTORLega\0S921 8100001 79362v1 . @
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6. Krikor is located in Montreal, Quebec and is a manufacturer of jewelry.
B. Business carried on by Express Gold
(@)  Overview of business carried on by Express Gold

7. Express Gold provides gold refining services to several commercial vendors, normally
jewelers and scrap metal dealers. The gold has been recovered by the commercial vendors from
scrap or jewelry and is not refined to an investment qualify purity (the "Unrefined Gold").

8. Express Gold retains Johnson Matthey Limited ("JTohnson Matthey") to perform the actual
refining. Johnson Matthey invoices Express Gold for its refining services.

9. Once the Unrefined Gold is refined by Johnson Matthey it has an investment quality gold
content of 99.99% (the "Refined Gold"). The Refined Gold provided by Johnson Matthey is in one
of two forms: gold bars (the "Gold Bars") or sealed bags of gold "casting grain" (the "Sealed Gold
Bags"). Appendix A contains a picture of a Gold Bar and a Sealed Gold Bag produced by Johnson
Matthey. Note that the gold content, the weight and the name of the refiner (Johnson Matthey) are
shown on both the Gold Bar and the Sealed Gold Bag.

10.  As explained below, once the Refiﬁed Gold is received it is either retained by the commercial /’
vendor or sold by the commercial vendor to Express Gold.

11.  Regardless, Express Gold charges a fee to the commercial vendor for the refining services.

12.  If Express Gold purchases the Refined Gold from the commercial vendor, then it normally
immediately resells the Refined Gold to a third party. .

(b) Exzample of specific Transactions 9
‘()  Transactions with Poscor u?"“;s’

13.  During 2005 one of Express Gold’s major suppliers/customers was Poscor Mill Services
‘Corp. ("Poscor"). Poscor’ is one of the largest value added processors of ferrous metal in Canada.

14.  During 2005, including February 2005, Express Gold entered into contracts with Poscor
pursuant to which the following transactions occurred:

(a)  Express Gold agreed to provide refining services to Poscor with respect to Unrefined
Gold. Poscor recovered the Unrefined Gold from scrap.

()  Express Gold retained Johnson Matthey Limited ("Johnson Matthey") to perform the
refining. Johnson Matthey invoiced Express Gold for its refining services.

! Poscor has provided Express Gold with its GST registration number (884010224).

DMSTORLegeIN055218\00001479362v1 @
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Poscor shipped the Unrefined Gold directly to the premises of Johnson Matthey and
provided an estimate to Express Gold of the gold content of the Unrefined Gold.
Express Gold would then provide the estimate to Johnson Matthey.

After receiving the Unrefined Gold, Johnson Matthey would run a “trial analysis” to
confirm the estimate provided by Poscor. It would then provide an advance (the
"Advance") to Express Gold equal to 95% of the estimated gold content. The
Advance was provided in Refined Gold.

Once Express Gold received the Refined Gold it would provide a cash deposit to
Poscor equal to 90% of the value of the estimated gold content in the Unrefined Gold

- (the "Deposit”).

At the time the Unrefined Gold was refined by Johnson Matthey it was owned by
Poscor. Express Gold never acquired the Unrefined Gold.

Once the refining was completed by Johnson Matthey and the actual weight of the
Refined Gold was determined, Johnson Matthey would physically provide Refined
Gold to Express Gold in an amount equal to the difference between the actual weight
of the Refined Gold and the weight of the Refined Gold previously provided as the
Advance.

Johnson Mdtthey would invoice Express Gold for its refining charges plus applicable
GST.

Once the above occurred, one of the following transactions was completed between
Poscor and Express Gold: .

@ Poscor elected to retain thé Refined Gold. If this occurred then the Deposit
was retumed to Express Gold and Express Gold physically provided Poscor
with the amount of Refined Gold produced by Johnson Matthey from the
Unrefined Gold provided by Poscor. Express Gold charged Poscor an amount
(plus GST) for the refining services ,;9.1

(i) Poscor elected, pursuant to its contractual agreement with Express Gold, to
sell the Refined Gold to Express Gold. If the sale occurred then the Deposit
was applied to the sale price for the Refined Gold. No GST was charged by
Poscor with respect to the sale of the Refined Gold by it to Express Gold.
Express Gold charged Poscor an amount (plus GST) for the refining services.

If Express Gold purchased the Refined Gold from Poscor then it immediately resold
the Refined Gold to one of its customers. In most instances Express Gold had
arranged for a person to buy the Refined Gold, prior to the time it purchased the gold

from Poscor.
C)JJ- ”{ h o
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(k)  During ttie month of February 2005, 95% of the Refined Gold sold by Express Gold
was purchased from Poscor.

(i) Transactions with other commercial suppliers

15. During 2005 Express Gold also purchased Unrefined Gold from a number of commercial
suppliers, normally jewelers. Transactions with the other commercial customers occur as follows:

(@) The commercial customer presented the Unrefined Gold at Express Gold's premises.

(b)  The Unrefined Gold was placed in an x-ray analysis machine that verified the gold
content in the Unrefined Gold.

(¢) The commercial customer was paid a deposit by Express Gold equal to the gold
content determined by the x-ray analysis machine times the market price for gold.

(@  Express Gold then seat the Unrefined Gold to Johnson Matthey for refining. Once the
amount of Unrefined Gold sent by Express Gold on behalf of the commercial
customers equaled a certain amount (fifteen to forty kilograms), Johnson Matthey
would provide an Advance to Express Gold. Similar to the transactions involving
Poscor, the Advance was provided in Refined Gold.

(¢)  Once the refining was completed by Johnson Matthey and the actual weight of the
Refined Gold was determined, Johnson Matthey would physically provide Refined
Gold to Express Gold in an amount equal to the difference between the actual weight
of the Refined Gold and the weight of the Refined Gold previously provided as the
Advance. ‘

o Once the above occurred, one of two transactions was completed between Express
Gold and the commercial customer:

(i) The commercial customer retained the Refined Gold.

(iiy  The commercial customer elected to sell the Refined Gold to Express Gold. If
this occurred, the Deposit was applied to the purchase price. No GST was
charged by the commercial customer when the Refined Gold was sold to
Express Gold,

(iii) Other gold transactions

16. In certain instances Express Gold purchased Unrefined Gold from commercial customers.
The commercjal customers charged Express Gold GST when they sold the Unrefined Gold to
Express Gold.

2 In a few instances, where the quantity was small (2 or 3 kilos), Express Gold provided an advance in
Refined Gold.
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17.  Express Gold Has also, in the past, purchased Refined Gold directly from financial
institutions, such as the Bank of Nova Scotia. The Refined Gold has been provided in the form of
either Gold Bars or Sealed Gold Bags. The Sealed Gold Bags have been provided in various weights
(such as 100 oz bags, 200 oz bags). For example, Express Gold has, in the past, purchased Refined
Gold in the form of Gold Bars and Sealed Gold Bags from the Bank of Nova Scotia. The bank did
not charge GST on the sale of the Refined Gold. With respect to the Sealed Gold Bags, the Bank of
Nova Scotia treats the sale as the sale of gold ingots that have been refined to the 99.99% purity
level, i.e. the sale of a precious metal.

I. POSITION OF EXPRESS GOLD

It is the position of Express Gold that:

(a)  The sale of the Sealed Gold Bags represents the sale of a financial mstrument under
the GST legislation.

()  When assessing Express Gold, the CRA is required to take any allowable input tax
credits into account when determining the net tax of Express Gold for a particular
reporting period.

. RELEVANT GST PROVISIONS
A, Supply of Precious Metal

The GST legislation contains special rules that apply to the sale of precious metals. The term -
precious metal is defined in subsection 123(1) to mean, in part, a bar, ingot, coin or wafer that is
composed of gold and that is refined to a purity level of at least 99.5%.

While the words "bar, ingot, coin or wafer" are not further defined in the Act, their meaning was
discussed in depth in, Bombay Jewellers Ltd. v. Canadd’. In this case, the appellant was a jeweler
who sold gold to its customers by cutting pieces, usually in the shape of a bar, from a larger gold bar.
The CRA assessed the appellant on the basis that the pieces did not fall within the definition of a
“precious metal”. The main issue on appeal was whether the Court should apply the ordinary
meaning of the words “bar, ingot” and *‘wafer” or the technical meaning. The appellant argued that
the ordinary meaning of a “bar” as a metal in rectangular shape should apply. The respondent
argued that the technical meaning should apply, pursuant to which a bar generally referred to a
financially tradable product with the weight, purity and manufacturer marked upon it.

The Court agreed with the respondent and adopted the technical meaning. The words were used in
the context of a section dealing with financial instruments, all of which are “readily transferable,
have a readily ascertainable value, are readily identifiable and are more or less saleable.” The Court
concluded that Parliament must have intended to include only investment quality gold in the
definition of financial services, and that *to accept the dictionary, common or general definition of
the terms would lead to an absurd result.” The pieces sold by the appellant did not possess the

3 [1998) G.S.T.C. 94 (TCC Gen). Referred to as the Bombay Jewellers Case.
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characteristics of a financial instrument. Once cut, they could not be sold to banks or otherwise
disposed of readily. The pieces also were not marked as to purity, or to the manufacturer.

The supply of a precious metal is either zero-rated or exempt. The supply is zero-rated under section
3 of Part IX of Schedule VI if the supply is made by the refiner thereof or by the person on whose
behalf the precions metal was refined. In all other instances the supply of a precious metal
constitutes the exempt supply of a financial service. Specifically, the sale of the precious metal
would constitute the financial service of transferring ownership of a financial instrument.

B. CRA obligation to allow unclaimed input tax credits when assessing a taxpayer

Pursuant to subsection 296(2) of the GST legislation, when assessing a.GST registrant for a
particular reporting period, the CRA is required to take any allowable input tax credits into
accounting when assessing the net tax for the reporting period. The Minister is required to take the

input tax credit into account provided the input tax credit was not claimed by the registrant in a
return filed before the day the notice of assessment is sent to the registrant.

IV. APPLICATION OF GST TO THE REFINED GOLD PURCHASED AND SOLD BY
EXPRESS GOLD

It is respectfully submitted that‘me purchase and sale of both the Gold Bars and the Bags of Gold by
Express Gold represents the purchase and sale of a financial ipstrument, a precious metal.

When determining the taxation of the gold sold in the Bombay Jewellers Case, the Court focused on
whether the cut gold bar was a tradable financial instrument.

The Court noted the testimony of an expert witness from the Bank of Nova Scotia who stated that
the product would only be tradable if it was produced or cast at approved mints or smelters and
stamped by an assayer. The expert noted that the product produced by the mint or smelter had the
weight, purity and manufacturer marked on it.?

The Court found® that the following key characteristics should be considered when determining if
the product being considered is a financial instrument:

(a) Is the product readily transferable?
()  Does the product have.a readily ascertainable value?
(c) Is the product readily identifiable?

(@) Is the product more or less saleable?

4 Thid, at para. 24.
5 Tbid, at para. 71
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Each of the two products purchased and sold by Express Gold, the Gold Bars and the Sealed Gold
Bags are tradable commodities. They are both produced by a world-accepted refiner and assayer,
Johnson Matthey, who marks the weight, purity and manufacturer on the Refined Gold product (see
Appendix A).

We understand that the CRA accepts that the Gold Bars are a financial instrument. The Sealed Gold
Bags are also financial instruments. In the first instance, the Sealed Gold Bags are readily
wransferable. Each of the Sealed Gold Bags is identified as being produced by Johnson Matthey, with
the purity (99.99%) and weight noted on the bag. For example, provided the seal in the bag shown
in Appendix A has not been broken, the Sealed Gold Bag is tradable as 1 kilogram of gold with a
purity level of 99.99%. ‘

Secondly, the Séaled Gold Bag has a readily identifiable value. It is the current market price for gold
times the weight noted on the sealed bag.

Thirdly, the Sealed Gold Bag is readily identifiable. It is a one-kilogram sealed bag of Refined Gold
produced by Johnson Matthey.

Fourthly, the Sealed Gold Bag is saleable. As noted in the above facts, Express Gold on numerous
occasions sold the Sealed Gold Bags in 2005 based purely on the weight noted on the bag and the
then market price. Further, the Bank of Nova Scotia, one of Canadian’s leading financial institutions,
regularly sells sealed bags of gold as-financial instruments (gold ingots). The Bank’s sale price is
based on the weight noted on the bag and the current market price for gold. It is important to
remember that it was the testimony of an expert from the Bank of Nova Scotia that was relied upon
by the Tax Court in the Bombay Jewellers Case.

In short, the Sealed Gold Bags are treated by the gold community as a financial instrument.

V. CRAREQUIRED TO AUDIT TO NET TAX

In his letter of November 8, 2006, Mr. Bhatla refers to a proposed assessment of $1,554,209 for
February 2005 and approximately $10.15 million for the fiscal year ending May 31, 2005. In
arriving at these numbers the CRA audit division has only considered the tax that its considers
Express Gold should have collected in respect of the sale of the Sealed Gold Bags. It has not taken
into consideration any input tax credits that would arise if the supply of the Sealed Gold Bags were
taxable.

If the supply of the Sealed Gold Bags was taxable (which is expressly denied by Express Gold) then
GST would not only have been collectable by Express Gold when the Refined Gold was sold to
Express Gold’s customers®, it would have also been payable by Express Gold when it purchased
the Refined Gold from its suppliers.”

6 Such as Krikor
Such as Poscor
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Express Gold is not & manufacturer of Refined Gold; any Refined Gold it sold was purchased from a
third party. As noted in the above facts, the Refined Gold was, in most instances, purchased
immediately before it was sold by Express Gold to a third party.

As discussed previously, subsection 296(2) of the GST legislation requires the CRA to take any
allowable input tax credits into account when assessing the net tax for a reporting period of Express
Gold. Therefore, if the CRA were to pursue its position that the sale of the Sealed Gold Bags was
taxable, then it is required to take into account the input tax credits for the tax that would have been
payable when the Sealed Gold Bags were purchased by Express Gold. Since the Sealed Gold Bags
were, in most instances, purchased immediately before they were sold, the input tax credit would
arise in the same reporting period as the tax payable in respect of the subsequent sale of the Sealed
Gold Bags.

For the month of February 2005, Express Gold has calculated the input tax credits to be
approximately $1,551,013. If one assumes that the sale of the Sealed Gold Bags was taxable (which
is denied by Express Gold), Express Gold's net tax for February 2005 would increase by -
approximately $3,000; not the $1.554 million noted in Mr. Bhatla's letter.

Yours truly,

BENNETT JONES L.
A D

Steven K. D'Arcy

ce: Mes, Susan Roach, Canada Revenue Ageacy
Mr, Atef Salama, Express Gold Refining Ltd,

DMSTORLegal\159218\00001\479362v1
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Toronto Centre Tax Services Office A

1 Front Street Wost - JUN 2 9 ZMT '

Toronto, ON MSJ 2X6

Your f1¢ VLD riNdrance
Express Gold Refining Ltd. Ourlito Mowre iR
21 Dundas Square, Suite 401

Toronto, ON M3B 1B7

Aftention: A. Salama

Dear M. Salama:

Re: Your Representative’s Correspondence of January 3, 2007
BN 138557095RT0001

The following is in response to your representative’s letter of Janvary 3,.2007. We
apologisc for delay in reply.

This will document my conversation with Steven D' Arcy of June 14, 2007 in which I
confirmed our opinion that the aale of rofined gold in forms other thap that defined in
section 123(1) of the Excige Tax Act is taxable at 7% (for the periods in question —
peniods subsequent to July 1, 2006 are taxable at §%).

I also confirmed that the Agency policy that we audit to “Net Tax” ~ in other words, any
applicable input tax eredits (TTC) would be allowed when assessing GST. Specifically, as
the sale of the refined gold in grain format would be taxable when sold by a veador, that
vendor would be responsible for collecting the GST on these sales. For Express Gold's
specific situgtion, Poscor Mills would have to collect the GST on the grain sales made to
Express Gold ~ Express Gold would then be entided to the ITC. .

As discussed with Mr. D' Arcy, we are also available to meet with you for any additional
information you may want to supply. Please be advised that I will be away from the

. office until Monday, July 9, 2007. .

We trust this is satisfactory.

(]

Canadi

TFES0 € (04)
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- 3400 One First Canadian Place, PO Box 130
!lll Bennett Toronto, Ontario, Canada MSX 1A4
Jones P Tel: 416.863.1200 Fax: 416.863.1716
www.bennettjones.ca

Steven K. D'Arcy

Direct Line: 416.777.4825
e-mail: darcys@bennetijones.ca
File No: 59118-1

January 11, 2008

Ms. Suzanne Roche

Team Leader, Audit

Toronto Centre Tax Services Office
1 Front Street West

Toronto, Ontario MS5J 2X6

Dear Ms. Roche:

Re:  Express Gold Refining Ltd.
BN 138557095RT0001

We do not feel that this matter has been dealt with by your office on a timely basis. In particular, it does not
appear to us that any steps have been taken to refund the approximately $1 million of GST refunds claimed by
Express Gold in its GST tax returns filed for certain GST reporting periods ending between July 31, 2005 and

August 31, 2007.

You confirmed in your June 29, 2007 letter that the CRA, as mandated by subsection 296(2) of Part IX of the
Excise Tax Act, audits to net tax. As noted in our letter of January 3, 2007, even if one were to accept the
CRA's position that the supplies in question constitute taxable supplies, once the CRA audits to net tax, the
amount of any assessment the CRA is entitled to raise against Express Gold would not be significant when
compared to the $1 million of GST refunds owed to Express Gold.

We would ask that the CRA immediately refund the amounts owing to Express Gold. As we have noted in
the past, Express Gold officials are available to provide any information required by the CRA to substantiate
the input tax credits described in our January 3, 2007 letter.

Should this matter not be resolved within ten (10) days, we request a meeting with you and your supervisor.
Please contact the undersigned if you require any additional information.
Yours truly,

BENNETT JONES LLP

A
/@V Steven K.W

cc: Atef Salama

SKD/cm
Antachments
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I*l Canada Revenue Agence du revenu 20

Auepcy du Canada
Sudbury ON P3A 5C1 .
Page 10f 3
Date of Mailing

March 28, 2008

EXPRESS GOLD REFINING LTD {3855 7005 RT0001

21 DUNDAS SQUARE, STE. 401 . Period Covered
2006-03-01 to 2006-03-31

TORONTO ON M5B 1B7

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAXHARMONIZED SALES TAX (GST/HST)

RESULTS

This notice explains the results of our (re)assessment of the GST/HST return(s)
received on April 18, 2006, for the period indicated above.

Result of this (Re)Assessment $ 16,118.93 Cr
Prior Balance $ 751,223.79 Cr
Total Balance $ 767,342.72 Cr

We are holding your credit while we review your account. We will advise you of the
results of this review on your Statement of Arrears. .

Please keep this Notice of {(Re)Assessment for your records.

William V. Baker
Commissioner of Revenue

0003971
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I.]—I.l B enn ett 3400 One First Canadian Place, Pt28ox 130
Torento, Ontario, Canada M5X 1A4
Jones Tel: 416.863.1200 Fax: 416.863.1716
LLP

www.bennetticnes.com

Jacques Bernier

Partner

Direct Line: 416.777.4897
e-mail: bemnierj@benncitjones.com

August 6, 2010
BY FAX & BY MAIL

Joe Tucci

Team Leader

Toronto Centre Tax Services Office
Canada Revenue Agency

1 Front Street West

Toronto ON M5J 2X6

Dear Mr. Tucci:

Re:  Express Gold Refining Ltd.
BN 138557 095 RT0001

We refer to our July 27 meeting, also attended by Mr. Atef Salama of Express Gold and Robert
Balinda of your Agency.

As discussed during the meeting, there are a number of points we would like the Canada Revenue
Agency ("CRA") to clarify before the proposed audit actually begins. This request for clarifications
is made given the history of this matter, and we are writing to you, at your suggestion, to request
those clarifications. To put this request in context, a brief review of the history of this matter is
appropriate.

HISTORY

1. From mid-2006, Express Gold has been subjected to a number of enforcement activities on
the part of the CRA (including its Special Investigations Division) and the Ministére du
Revenu du Québec ("MRQ"). These activities included a full scale audit, enquiries and
requests for documents relating to other taxpayers, a very substantial audit proposal and even
a search and seizure.

2. At all times, Express Gold and Mr. Salama, in particular, have always complied with the
applicable legislation and CRA policy and, in fact, have fully cooperated with all tax
authorities, often helping out various officers explaining in great detail how the gold business
operates.

WSLegal'059218100001:6225927v]
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Page Two

3. Of significance is the CRA's reassessment proposal made in 2006 for amounts in excess of
$12 million for the fiscal year ending on May 31, 2005; the principal subject matter of the

proposal being "grain gold". Suffice it to say, if the proposal had been carried out, it

would

have literally confiscated Express Gold's family-operated business and put it into bankruptcy.

4, Further to our representations dated January 3, 2007 (copy enclosed), the reassessment
proposal was abandoned by the CRA. In particular, the CRA agreed to audit the net tax
while taking the view that "grain gold" is taxable (see CRA's letter dated June 29, 2007, also

attached). In the case of a specific supplier, namely Poscor Mills, the CRA intimat
GST could not be claimed unless GST had been collected by Poscor.

ed that

5. It took more than a year after the CRA completed its audit and numerous discussions (both
written and oral) between Bennett Jones and the CRA and between Express Gold and the

CRA, for the CRA to finally issue assessments in March 2008 and process Express

Gold's

GST refunds. The assessments issued by CRA covered the period up to December 2007 and
confirmed the GST collectable, the input tax credits and the net tax reported by Express Gold
on each of its filed GST returns. Subsequent to issuing the assessments, the CRA refunded

$767,342.72 to Express Gold.

6. Discussions continued between Bennett Jones and the CRA (i.e., your predecessor, Ms.
Suzanne Roche and her manager Mr. Jim McNamara) in 2008 and 2009 and other refunds

were finally processed for periods up to and including September 2008.
7. Currently, the following refund claims remain outstanding:

Date Num Memo Amount

) GST - From 01/07/2009 To
08/10/2009 1-36065 31/07/2C09 32,397.84

GST - From 01/08/2008 To
09/09/2009 1-36066 31/08/2009 25,973.72
GST - From 01/09/2009 To
10/16/2009  -36091 30/08/2009 31,356.38
10/31/2008 GST/MHSTCAQ001 File Sales Tax 33,007.01
11/30/2009 GST/MHSTCA0002 File Sales Tax 28,284.43
12/31/2009 GST/HSTCAO0003 File Sales Tax 27,920.64
01/31/2010 GST/HSTCAQ(004 Fiie Sales Tax 27,477.50
02/28/2010 GSTMSTCAO0005 File Sales Tax 37,206.60
03/31/2010 GST/HSTCAO0006 File Sales Tax 43,099.55
04/30/2010 GSTMHSTCAQ007 File Sales Tax 29,694.54
05/31/2010 GSTMSTCAQO08 File Sales Tax 37,533.85
06/30/2010 GST/HSTCAQ0009 File Sales Tax 23.359.59
377,311.65
Total 377,311.65
I =———————

WSLegal 059218'000016225927v1



August 6, 2010 T

Page Three

CLARIFICATIONS REQUESTED

1. What is the period covered by your audit? What are the issues, if any, the CRA is
currently contemplating looking into?

During our July 27 meeting, you could not precisely confirm which periods are the subject matter of
your audit. Express Gold has already been subject to a full scale audit by the CRA and between
2007 and 2009, we had a number of communications with the CRA to have Express Gold refunds
processed. During those communications, Ms. Roche was unequivocal that she had a number of
verifications to make before the refund claims could be processed.

While we cannot question your authority to audit, we question the opportunity and reasonableness of
reviewing the same periods or the same issues twice. Incidentally, Express Gold's operations have
not changed substantively over the years and are, in essence, as described in our January 3, 2007
letter. Accordingly, the subject-matter of the CRA's previous audit is now moot and we can see no
apparent reason for holding up the processing of Express Gold's refund claims.

2, That there are no preconceived views in respect of this audit.

Mr. Balinda, in a telephone conversation in March 2010 intimated that Express Gold should consider
its GST cost as a loss. The thinking behind this assertion is that Express Gold is perceived as a
"financial institution" selling non-taxable gold under subsection 123(1), and thus not being able to
claim ITCs. In our July 27 meeting, he seemed to have resiled from that view. Kindly confirm.

Similarly, there were suggestions in the past that for Express Gold to be able to get an ITC, CRA
would have to be satisfied that Express Gold's supplier collected GST. We need to know whether
you intend taking such a position in the forthcoming audit and the basis for doing so.

As you can appreciate, it is crucial for Express Gold to know in advance if there are positions the
CRA intends to take and which can lead to an exposure. Historically, Express Gold has always been
compliant with the applicable legislation and CRA, and to the extent certain practices need to be
changed, fairness dictates an advance notification to taxpayers.

Mr. Salama needs to be advised if certain practices need to be changed so as to avoid any ambiguity
in his returns and avoid disturbance in his business flow and money flow. If he has to pay GST/HST
or not, that is the question. If he pays, then he should be refunded in a timely fashion. If not, then he
would need a letter of explanation to his clients to avoid any legal action as has happened in the past.

3. Expertise and experience in the gold business.

The gold business has its own business practices. In the past, Mr. Salama had to deal with
unexperienced tax auditors, not necessarily from the CRA. It is important that your current team has
the requisite expertise and experience to avoid misconceptions and miscommunications. We want to
make sure that the CRA has the requisite experience and expertise in the gold business so Mr.

WSLegal:05921810000116225927v] l- I
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Salama will not have to reinvent the wheel. He has done it in the past but is not prepared to do it
once again.

This is particularly important in the context of the quickbook files. The gold business does not fit
into the quickbook model, so Express gold had to use it to the best of its capabilities. For those
reasons, running standard analysis tools will not produce accurate results. Accordingly, it is often
necessary to generate the required reports in order to know exactly what is being analyzed and how
it is being used. To obtain an accurate picture, it is important for Mr. Salama to be given an
opportunity to explain results. One notable example is that the sales reported are not what
quickbook reports because Express Gold reports net tax. Lastly on this subject, there are certain
gains in the accounting books for the current period as Express Gold's accountant recently resigned
and the transition has not been fully done.

As you can appreciate, my client and his family have been through an insurmountable amount of
undue stress dealing with these matters. If there are positions that you intend taking in this audit, he
is entitled to know them in advance.

We look forward to hearing back from you regarding this matter and discussing the next steps,
including a tour of Express Gold's facilities. Again, contrary to what you suggested during our
meeting, we are not asking for those clarifications because we want to "butt heads" but because it
would be unfair to expose Mr. Salama and his family to live under the "Sword of Damocles"” as they
had to in 2006 and 2007, with no apparent justification.

Yours truly,

BENNETT JONES LLP

Jac Bemier

IB4)

Encls.
C: Mr. Atef Salama
Express Gold Refining Ltd.

Mr. Robert Balinda

Audit Division/Toronto Centre TSO
Canada Revenue Agency

WSLegah059218:0000116225927v1 I- I
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BENNETT JONES LLP 3400 1 First Cznadlan Place

PO Box 130
Torento Ontario
Caneds M5X 1A4
Tel 416.863.1200
Fox 416.863.1716

Steven K. D'Arcy ' www.bennettjones.ca

Direct Line: 416,777.4825 . .

e-mal): darcys@bennetjones.ca

File No.: 59218-1

January 3, 2007

Canada Revenue Agency

1 Front Street West

Toronto, Ontario

M5J 2X6

Attention: Mr, Raj Bhatla

Re: Express Gold Refining Ltd., GST Registration Number 138557095RT0001

We are writing in response to Mr, Bhatla’s lettexr of November 8, 2006. An extension until January
5, 2007 to respond to your letter was granted by Ms. Roach of your office.

I FACTS
1. Expreés Gold Refining Ltd. ("Express Gold") is a precious metal dealer and refiner, It
provides gold refining services and also purchases gold for sale to third parties.

A,  November 8, 2006 CRA Letter

2. In a letter dated November 8, 2006, Mr. Raj Bhatla of the audit division of the CRA%
Toronto, Front Street office informed Express Gold that it was proposing to increase its Division II
tax collectable for February 2005 by $1,554,209 and its net tax collectable for the fiscal year ending
May 31, 2005 by approximately $10.15 million.

3. The proposed adjustment relates to sales of what is referred to by the CRA as "grain gold",

by Express Gold to certain third parties. The CRA is taking the position that sealed bags of "grain
gold” are not a precious metal, as that term is defined in subsection 123 of Part IX of the Excise Tax
Act (the "GST legislation").

4. The CRA provided, as an appendix to its letter, a list of sales made by Express Gold in
February 2005. The list notes the sales price, the customer name and the type of product. The type
of product is identified by the CRA as either a kilo gold bar or a "kilo bag of grain gold".

5. Of the $1,554,209 proposed assessment for February 2005, approximately 88% relates to
sales of gold by Express Gold to 9141-7220 Quebec Inc. ("Krikor").

DMSTORL:gal\059218\00001479362v1 : @
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6. Krikor is located in Montreal, Quebec and is a manufacturer of jewelry.
B. Business carried on by Express Gold
(a)  Overview of business carried on by Express Gold

7. Express Gold provides gold refining services to several commercial vendors, normally
jewelers and scrap metal dealers. The gold has been recovered by the commercial vendors from
scrap or jewelry and is not refined to an investment qualify purity (the "Unrefined Gold").

8. Express Gold retains Johnson Matthey Limited ("Johnson Matthey™) to perform the actual
refining. Johnson Matthey invoices Express Gold for its refining services.

9. Once the Unrefined Gold is refined by Johnson Matthey it has an investment quality gold
content of 99.99% (the "Refined Gold"). The Refined Gold provided by Johnson Matthey is in one
of two forms: gold bars (the "Gold Bars") or sealed bags of gold "casting grain” (the “Sealed Gold:
Bags"). Appendix A contains a picture of a Gold Bar and a Sealed Gold Bag produced by Johnson
Matthey. Note that the gold content, the weight and the name of the refiner (Johnson Matthey) are
shown on both the Gold Bar and the Sealed Gold Bag.

10.  As explained below, once the Reﬁﬁed Gold is received it is either retained by the commescial
vendor or sold by the commercial vendor to Express Gold.

11.  Regardless, Express Gold charges a fee to the commercial vendor for the refining services.

12.  If Express Gold purchases the Refined Gold from the ¢ommercial vendor, then it normally
immediately resells the Refined Gold to a third party. :

(b))  Example of specific Transactions
D Transactions with Poscor

13.  Durng 2005 one of Express Gold’s major suppliers/customers was Poscor Mill Services
Corp. ("Poscor™). Poscor’ is one of the largest value added processors of ferrous metal in Canada.

14,  During 2005, including February 2005, Express Gold entered into contracts with Poscor
pursuant to which the following transactions occurred:

(8)  Express Gold agreed to provide refining services to Poscor with respect to Unrefined
Gold. Poscor recovered the Unrefined Gold from scrap.

(b)  Express Gold retained Johnson Matthey Limited ("Johnson Matthey") to perform the
refining. Johnson Matthey invoiced Express Gold for its refining services.

Poscor has provided Express Gold with its GST registration number (884010224).

DMSTORLegalMI5921 810000114 793621
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Poscor shipped the Unrefined Gold directly to the premises of Johnson Matthey and
provided an estimate to Express Gold of the gold content of the Unrefined Gold.
Express Gold would then provide the estimate to Johnson Matthey.

After receiving the Unrefined Gold, Johnson Matthey would run a "trial analysis” to
confirm the estimate provided by Poscor. It would then provide an advance (the
"Advance") to Express Gold equal to 95% of the estimated gold content. The
Advance was provided in Refined Gold.

Once Express Gold received the Refined Gold it would provide a cash deposit to
Poscor equal to 90% of the value of the estimated gold content in the Unrefined Gold

. (the "Deposit").

At the time the Unrefined Gold was refined by Johnson Matthey it was owned by
Poscor. Express Gold never acquired the Unrefined Gold.

Once the refining was completed by Johnson Matthey and the actual weight of the
Refined Gold was determined, Johnson Matthey would physically provide Refined
Gold to Express Gold in an amount equal to the difference between the actual weight
of the Refined Gold and the weight of the Refined Gold previously provided as the
Advance.

Johnson Métthey would invoice Express Gold for its refining charges plus applicable
GST.

Once the above occurred, one of the following transactions was completed between
Poscor and Express Gold: ’

@) Poscor elected to retain thé Refined Gold. If this occurred then the Deposit
was returned to Express Gold and Express Gold physically provided Poscor
with the amoumnt of Refined Gold produced by Johnson Matthey from the
Unrefined Gold provided by Poscor. Express Gold charged Poscor an amoint
(plus GST) for the refining services

(i) Poscor elected, pursuant to its contractual agreement with Express Gold, to
sell the Refined Gold to Express Gold. If the sale occurred then the Deposit
was applied to the sale price for the Refined Gold. No GST was charged by
Poscor with respect to the sale of the Refined Gold by it to Express Gold.
Express Gold charged Poscor an amount (plus GST) for the refining services.

If Express Gold purchased the Refined Gold from Poscor then it immediately resold
the Refined Gold to one of its customers. In most instances Express Gold had
arranged for a person to buy the Refined Gold, prior to the time it purchased the gold
from Poscor.
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(k)  During the month of February 2005, 95% of the Refined Gold sold by Express Gold
was purchased from Poscor.

(ii) Transactions with other commercial suppliers

15. During 2005 Express Gold also purchased Unrefined Gold from a number of commercial
suppliers, normally jewelers. Transactions with the other commercial customers occur as follows:

(2)  The commercial customer presented the Unrefined Gold at Express Gold’s premises.

(b)  The Unrefined Gold was placed in an X-ray analysis machine that verified the gold
content in the Unrefined Gold.

(¢) The commercial customer was paid a deposit by Express Gold equal to the gold
content determined by the x-ray analysis machine times the market price for gold.

(d) Express Gold then sent the Unrefined Gold to Johnson Matthey for refining. Once the
amount of Unrefined Gold semt by Express Gold on behalf of the commercial
customers equaled a certain amount (fifteen to forty kilograms), Johnson Matthey
would provide an Advance to Express Gold. Similar to the transactions involving
Poscor, the Advance was provided in Refined Gold.

(e) Once the refining was completed by Johnson Matthey and the actual weight of the
Refined Gold was determined, Johnson Matthey would physically provide Refined
Gold to Express Gold in an amount equal to the difference between the actual weight
of the Refined Gold and the weight of the Refined Gold previously provided as the
Advance. :

43) Once the above occurred, one of two transactions was completed between Express
Gold and the commercial customer:

@ The commercial customer retained the Refined Gold.

(ii)  The commercial customer elected to sell the Refined Gold to Express Gold. If
this occurred, the Deposit was applied to the purchase price. No GST was
charged by the commercial customer when the Refined Gold was sold to
Express Gold.

(iii) Other gold transactions
16. In certain instances Express Gold purchased Unrefined Gold from commercial customers.

The commercial customers charged Express Gold GST when they sold the Unrefined Gold to
Express Gold.

z In a few instances, where the quantity was small (2 or 3 kilos), Express Gold provided an advance in
Refined Gold.
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17. Express Gold has also, in the past, purchased Refined Gold directly from financial
institutions, such as the Bank of Nova Scotia. The Refined Gold has been provided in the form of
either Gold Bars or Sealed Gold Bags. The Sealed Gold Bags have been provided in various weights
(such as 100 oz bags, 200 oz bags). For example, Express Gold has, in the past, purchased Refined
Gold in the form of Gold Bars and Sealed Gold Bags from the Bank of Nova Scotia. The bank did
not charge GST on the sale of the Refined Gold. With respect to the Sealed Gold Bags, the Bank of
Nova Scotia treats the sale as the sale of gold ingots that have been refined to the 99.99% purity
leve], i.e. the sale of a precious metal.

II. POSITION OF EXPRESS GOLD
It is the position of Express Gold that:

(a)  The sale of the Sealed Gold Bags represents the sale of a financial instrument under
the GST legislation.

(b) When assessing Express Gold, the CRA is required to take any allowable input tax
credits into account when determining the net tax of Express Gold for & particular

reporting period.
T, RELEVANT GST PROVISIONS
A.  Supply of Precious Metal

The GST legislation contains special rules that apply to the sale of precious metals. The term-
precious metal is defined in subsection 123(1) to mean, in part, a bar, ingot, coin or wafer that is
composed of gold and that is refined to a purity level of at least 99.5%.

‘While the words "bar, ingot, coin or wafer" are not further defined in the Act, their meaning was
discussed in depth in Bombay Jewellers Ltd. v. Canada®. In this case, the appellant was a jeweler
who sold gold to its customers by cutting pieces, usually in the shape of a bar, from a larger gold bar.
The CRA assessed the appellant on the basis that the pieces did not fall within the definition of a
"precious metal". The main issue on appeal was whether the Court should apply the ordinary
meaning of the words “bar, ingot” and “wafer” or the technical meaning. The appellant argued that
the ordinary meaning of a “bar” as a metal in rectangular shape should apply. The respondent
argued that the technical meaning should apply, pursuant to which a bar generally referred to a
financially tradable product with the weight, purity and manufacturer marked upon it.

The Court agreed with the respondent and adopted the technical meaning. The words were used in
the context of a section dealing with financial instruments, all of which are “readily transferable,
have a readily ascertainable value, are readily identifiable and are more or less saleable.” The Court
concluded that Parliament must have intended to include only investment quality gold in the
definition of financial services, and that *‘to accept the dictionary, common or general definition of
the terms would lead to an absurd result.” The pieces sold by the appellant did not possess the

2 {1998} G.8.T.C. 94 (TCC Gen). Referred to as the Bombay Jewellers Case.
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characteristics of a finaihcial instrument. Once cut, they could not be sold to banks or otherwise
disposed of readily. The pieces also were not marked as to purity, or to the manufacturer.

The supply of a precious metal is either zero-rated or exempt. The supply is zero-rated under section
3 of Part IX of Schedule VI if the supply is made by the refiner thereof or by the person on whose
behalf the precious metal was refined. In all other instances the supply of a precious metal
constitutes the exempt supply of a financial service. Specifically, the sale of the precious metal
would constitute the financial service of transferring ownership of a financial instrument.

B. CRA obligation to allow unclaimed input tax credits when assessing a taxpayer

Pursuant to subsection 296(2) of the GST legislation, when assessing a.GST registrant for a
particular reporting period, the CRA is required to teke any allowable input tax credits into
accounting when assessing the net tax for the reporting period. The Minister is required to take the
input tax credit into account provided the input tax credit was not claimed by the registrant in a
return filed before the day the notice of assessment is sent to the registrant.

IV. APPLICATION OF GST TO THE REFINED GOLD PURCHASED AND SOLD BY
EXPRESS GOLD

It is respectfully submitted that the purchase and sale of both the Gold Bars and the Bags of Gold by
Express Gold represents the purchase and sale of a financial instrument, a precious metal.

When determining the taxation of the gold sold in the Bombay Jewellers Case, the Court focused on
whether the cut gold bar was a tradable financial instrument.

The Court noted the testimony of an expert witness from the Bank of Nova Scotia who stated that
the product would only be tradable if it was produced or cast at approved mints or smelters and
stamped by an assayer. The expert noted that the product produced by the mint or smelter had the
weight, purity and manufacturer marked on it.*

The Court found® that the following key characteristics should be considered when detemnnmg if
the product being considered is a financial instrument:

(a) Is the product readily transferable?
()  Does the product have a readily ascertainable value?
(c) Is the product readily identifiable?

(@)  Is the product more or less saleable?

4 Ibid, at para. 24.
5 Ibid, at para, 71

DMSTORLega055218'0000114793562v1



82

January 3, 2007 7
. Page

Each of the two products purchased and sold by Express Gold, the Gold Bars and the Sealed Gold
Bags are tradable commodities. They are both produced by a world-accepted refiner and assayer,
Johnson Matthey, who marks the weight, purity and manufacturer on the Refined Gold product (see
Appendix A).

‘We understand that the CRA accepts that the Gold Bars are a financial instrument. The Sealed Gold
Bags are also financial instruments. In the first instance, the Sealed Gold Bags are readily
transferable. Each of the Sealed Gold Bags is identified as being produced by Johnson Matthey, with
the purity (99.99%) and weight noted on the bag. For example, provided the seal in the bag shown
in Appendix A has not been broken, the Sealed Gold Bag is tradable as 1 kilogram of gold with a
purity level of 99.99%.

Secondly, the Séaled Gold Bag has a readily identifiable value. It is the current market price for gold
times the weight noted on the sealed bag.

Thirdly, the Sealed Gold Bag is readily identifiable. It is a one-kilogram sealed bag of Refined Gold
produced by Johnson Matthey.

Fourthly, the Sealed Gold Bag is saleable. As noted in the above facts, Express Gold on numerous
occasions sold the Sealed Gold Bags in 2005 based purely on the weight noted on the bag and the
then market price. Further, the Bank of Nova Scotia, one of Canadian's leading financial institutions,
regularly sells sealed bags of gold as-financial instruments (gold ingots). The Bank's sale price is
based on the weight noted on the bag and the current market price for gold. It is important to
remember that it was the testimony of an expert from the Bank of Nova Scotia that was relied upon
by the Tax Court in the Bombay Jewellers Case.

In short, the Sealed Gold Bags are treated by the gold community as a financial instrument.

V. CRA REQUIRED TO AUDIT TO NET TAX

In his letter of November 8, 2006, Mr. Bhatla refers to a proposed assessment of $1,554,209 for
February 2005 and approximately $10.15 million for the fiscal year ending May 31, 2005. In
arriving at these numbers the CRA audit division has only considered the tax that its considers
Express Gold should have collected in respect of the sale of the Sealed Gold Bags. It has not taken
into consideration any input tax credits that would arise if the supply of the Sealed Gold Bags were
taxable.

If the supply of the Sealed Gold Bags was taxable (which is expressly denied by Express Gold) then
GST would not only have been collectable by Express Gold when the Refined Gold was sold to
Express Gold's customers®, it would have also been payable by Express Gold when it purchased
the Refined Gold from its suppliers.’

Such as Krikor
Such as Poscor

DMSTGRLzgal\05921810000179362v]
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Express Gold is not a manufacturer of Refined Gold; any Refined Gold it sold was purchased from a
third party, As noted in the above facts, the Refined Gold was, in most instances, purchased
immediately before it was sold by Express Gold to a third party.

As discussed previously, subsection 296(2) of the GST legislation requires the CRA to take any
allowable input tax credits into account when assessing the net tax for a reporting period of Express
Gold. Therefore, if the CRA were to pursue its position that the sale of the Sealed Gold Bags was
taxable, then it is required to take into account the input tax credits for the tax that would have been
payable when the Sealed Gold Bags were purchased by Express Gold. Since the Sealed Gold Bags
were, in most instances, purchased immediately before they were sold, the input tax credit would
arise in the same reporting period as the tax payable in respect of the subsequent sale of the Sealed
Gold Bags.

For the month of February 2005, Express Gold has calculated the input tax credits to be
approximately $1,551,013. If one assumes that the sale of the Sealed Gold Bags was taxable (which
is denied by Express Gold), Express Gold’s net tax for February 2005 would increase by
approximately $3,000; not the $1.554 million noted in Mr. Bhatla’s letter.

Yours truly,
BENNETT JONES L

A N

Steven K. D'Arcy

ce: Ms, Susan Roach, Canada Revenue Agency
M. Atef Salams, Express Gold Refining Ltd.

DMSTORL=5aN059218\00001479362v1
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I*I gggﬁsya Rsvenus A.geon:ne du revenu

Toronto Centre Tax Services Office

"1 Front Street West  °
Toronto, ON M5J 2X6

Express Gold Refining Ltd.
21 Dundas Square, Suite 401
Toronto, ON M5B 1B7

Atteption: A. Salama

Dear Mr. Salama:

Re: Youwr Representative’s Correspondence of January 3, 2007
BN 138557095RT0001

NO. 873

86
PAGE 82
£ )

JUN 29 2007

Your sl Wouv réfirence

Owr Mg Nove o ierames

The following is in response to your representative’s letter of Janvary 3,.2007. We

apologise for delay in reply.

' “This will document my conversation with Staven D' Aroy of Jane 14, 2007 in which 1
confirmed our ¢pinion that the sale of rofined gold in forms other thap that defined in

section 123(1) of the Excise Tex Act is taxable at 7% (for the periods in question —

periods subsequent to July 1, 2006 are taxable at 6%).

1 also confirmed that the Agency policy that we sudit to “Net Tax” — in other words, any
applicable input tax eredits (II‘C) would be allowed when assessing GST. Specificelly, as
the szle of the refined gold in grain format would be taxable when sold by 2 vendor, that
vendar would be responsible for collecting the GST on thess sales. For Express Gold's '
specific stmation, Poscor Mills would have to collect the GST on the grain sales made to

Express Gold ~ Express Gold would then be entitled to the ITC.

As discussed with Mr. D’ Arcy, we are also available to xest with you for any additional

information you mey want to supply. Please be advised that I will be away from the

. office wntil Monday, July 9, 2007.
We trust this is satisfactory.

416-952-] 754

i ey, TR e == smmmine w L APTTESIEITTE I A S L Lt S SR A T LLTEN

TTTresbE(0g 0

Vg PR, | - N
udlliaada



87



88
3400 One First Canadian Place, PO Box 130

B |
I.T en nett Toronto, Ontarlo, Canada M5X 1A4
J Tek 416.863.1200 Fax 416.863.1716
ones e www.bennettjores.com

Jacques Bernier

Partner

Direct Line: 416.777.4897

e-mail; bernierj@bennetijenes.com

October 6, 2010
BY FAX & BY MAIL

Joe Tucci

Team Leader

Toronto Centre Tax Services Office
Canada Revenue Agency

1 Front Street West

Toronto ON M5J 2X6

Dear Mr. Tucci:

Re: Express Gold Refining Ltd.
- BN 138557 095 RT0001

We have not heard back from you since our August 6” letter. As you know, there are a number of
points that require clarification from the Canada Revenue Agency. Most importantly, a number of
refund claims remain outstanding and my client is entitled to have them processed without delay.

Given the history of this matter, we hope to hear back from you at your earliest convenience.

Yours truly,
BENNEXT JONES LLP

[S5——

Jacqu ier
JB/fam
C: Mr. Atef Salama
Express Gold Refining Ltd.
Mr. Robert Balinda
Audit Division/Toronto Centre TSO
Canada Revenue Agency

WSLegalD59218\0000516360756v]
Letter to Joe Tueci Oct 5 2010 CALGARY o TORONTO « EDMONTON
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- ) 3400 One First Canadian Place, BO Box 130
hll B e“ nett Yoronto, Ontario, Canada M5X 1A4
Jones P Tek 416.863.1200 Fax: 416.863.1716

www.bennettjones.com

Jacques Bernier

Partner

Direct Line: 416.777.4897

¢-mail: bemierj@bennenjones.com

November 2, 2010
BY FAX & BY MAIL

Joe Tucci

Team Leader

Toronto Centre Tax Services Office
Canada Revenue Agency

1 Front Street West

Toronto ON M5J 2X6

Dear Mr. Tucci:

Re: Express Gold Refining Ltd. ("Express Gold")
BN 138557 095 RT0001

In a letter addressed to you dated August 6, 2010, we advised the Canada Revenue Agency
("CRA") that a number of GST/HST refund claims made by Express Gold still remain unpaid.
Furthermore, pursuant to our meeting of July 27, 2010, the letter also sought clarification from
CRA on a number of issues related to the proposed audit of Express Gold.

Having received no response to the August 6™ letter, a follow-up letter was sent to you on
October 5, 2010. This letter was to remind CRA of the outstanding refund claims and to impress
upon CRA the urgency with which this matter needs to be addressed. To date, we have heard
nothing from the CRA. While our client has been cooperating with the CRA since the outset of
CRA's enforcement activities in 2006, we have now reached a stage where the status quo is no
longer acceptable.

We refer you to subsection 229(1) of the Excise Tax Act, R.S.C. 1985, c. E-15 (the "Act"), which
provides as follows:

Where a net tax refund payable to a person is claimed in a retum filed under this Division
by the person, the Minister shall pay the refund to the person with all due dispatch after
the return is filed. [Emphasis added]

WSLegal:059218'0000116408825v4
CALGARY » TORONTO « EDMONTON
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To date, the following refund claims are outstanding:

91

Date Num Memo Amount

GST - Frem 01/07/2009 To

08/10/2009 1-36065 31/07/2009 32,397.84
GST - From 01/08/2009 To

09/09/2009 1-36066 31/08/2009 25,973.72
GST - From 01/09/2009 To

10/16/2009 1-36091 30/09/2009 31,356.38

10/31/2009 GST/HSTCAC001 File Sales Tax 33,007.01

11/30/2009 GSTMHSTCA0002 File Sales Tax 28,284.43

12/31/2009 GST/HSTCA0003 File Sales Tax 27,920.64

01/31/2010 GST/HSTCAO0D4 File Sales Tax 27.477.50

02/2812010 GSTMHSTCAD00S File Sales Tax 37,206.60

03/31/2010 GST/HSTCAC006 File Sales Tax 43,099.55

04/30/2010 GST/HSTCA0007 File Sales Tax . 29,694.54

05/31/2010 GST/MHSTCAO008 File Sales Tax 37,533.85

08/30/2010 GST/HSTCAC009 File Sales Tax 23,359.59

07/31/2010 GST/HSTCA0010 File Sales Tax 63,779.58

08/31/2010 GST/HSTCAQO11 File Sales Tax 33,070.81

474,162.04

474,162.04

As previously explained, CRA's failure to address this issue has created an undue amount of
stress, both financial and emotional, to Express Gold, Mr. Salama, and his family. Moreover,
CRA's refusal to rectify the issue without justification is compounded by its refusal to provide
our client with any clarification of CRA's positions. Express Gold, now paying HST to its
suppliers at a rate of 13%, has been unable to recover these costs through the Input Tax Credit
("ITC") regime. By refusing to properly address this situation, CRA has placed our client in an
unsustainable position. Continued inaction on CRA's part jeopardizes our client's business and
Mr. Salama and his family's livelihood.

Express Gold has suffered and continues to suffer extreme prejudice due to the CRA's refusal to
issue the refund. Given that the CRA has four years to reassess Express Gold, including in
respect of the ITCs that are the subject-matter of Express Gold's refund claims, the CRA's
inaction in the circumstances raises serious questions.

Accordingly, a demand is hereby made that CRA process the refunds owing to Express Gold no
later than on November 30, 2010, failing which legal action will be instituted without further

notice.

While we would be happy to discuss this matter further with a view to resolving it in a timely
fashion, Express Gold is fully prepared to pursue its rightful claims in the event that CRA

WSLegal\05921800001:6408825v4 I . I
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Page Three

continues to ignore its obligations and cause Express Gold and the Salama family irreparable
harm. ~

Yours truly,

BEN JONES LLP .

(A

Jacquef£Bemier

JB,
C: Mr. Atef Salama
Express Gold Refining Ltd.
Mr. Robert Balinda
Audit Division/Toronto Centre TSO
Canada Revenue Agency

Maria Gaglia, Manager
Small & Medium Enterprises
Canada Revenue Agency

WSLegalt05921 8:0000116408825v4 i ] I
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F 2ot 3400 Cne First Canadian Piace, R Box 130
]
i Bennett | T, oo, Carada M Th
Jones Tel: 416.863.1200 Fax: 416.863.1716
el www.bennettjones.com

Jacques Beraier

Partner

Direct Line: 416.777.4897

e-mail: bemierj@bennettjones.com

December 22, 2010
BY FAX & BY MAIL

Joe Tucci

Team Leader

Toronto Centre Tax Services Office
Canada Revenue Agency

1 Front Street West

Toronto ON MSJ 2X6

Dear Mr. Tucci:

Re: Express Gold Refining Ltd. ("Express Gold")
BN 138557 095 RT0001

The purpose of this letter is to follow-up on a voicemail message I left for you earlier today in
respect of our client, Express Gold. GST/HST refund claims made by Express Gold, which were
the subject of letters sent to the Canada Revenue Agency (the "CRA") on each of August 6",
October 5, and November 2™ still remain unpaid.

We recognize and respect the CRA's right to pursue an audit of Express Gold, but we are
concerned that the issues associated with its audit are underlying its refusal to issue the refunds
whereas, in reality, these matters are completely discrete. Many of the issues raised by the
auditor are systemic issues that affect the industry as a whole, while others are simply not
relevant to the refunds in question.

While we would be happy to discuss these issues and their impact on our client, the refunds in
question were claimed in respect of transactions pursuant to which GST was properly paid and
for which tax credits were claimed through the mechanisms provided for under the relevant
legislation. The CRA must not conflate these issues and rely on its ongoing audit as justification
for refusing to issue the refunds. Accordingly, we request confirmation that the refunds will be
issued without delay.

WSLegal\059218\0000116529766v3
CALGARY o TORONTO o« EDMONTON
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I would refer you to the Taxpayer Bill of Rights, published by the CRA. In this document the
CRA affirms that taxpayers can "expect [CRA] to listen to [them], take [their] circumstances into
account, and treat [them] fairly". The CRA also promises to provide taxpayers with "complete,
accurate and timely information that will explain in plain language the laws and policies that
apply to [their] situation, to help [them] get your entitlements and meet [their] obligations".

Our client does not feel as if the CRA has lived up to these commitments vis-a-vis his
circumstances. This is particularly distressing, given that Express Gold has been nothing but co-
operative throughout the audit as well as in the course of previous investigations by the CRA of
other actors in the industry. As explained on multiple occasions, the CRA's failure to issue the
refunds to which Express Gold is entitled has put Mr, Salama's family-run business in jeopardy.

We therefore ask the CRA take immediate steps to remedy this situation.

Yours truly,

BENNETT JONES LLP

G

Jacques Bernier

1B
C: Mr. Atef Salama
Express Gold Refining Ltd.

Mr. Robert Balinda

Audit Division/Toronto Centre TSO
Canada Revenue Agency

s
WSLegal\059218'0000116529766v]
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Affidavit of ATEF SALAMA,
sworn before me via ‘
videoconferencing this [ Y éay
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A Comniigsioner, etc.

JANINE ABULVYAN — 8OROFR
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Canaea Revenlye  Agone du reveny
Agonzy ly Canada

March 14, 2011

: Your flle / Votre réference
Express Gold Refining Limited
215 Vigtoria Street, Suite 400 Our fllz ! Notre référence
Toronto, Ontario '
MSB 1T9

Attention: Mr. Atef Salama

Re:

‘Dear: Mr. Salama:

GST/HST Returns: 2008-06-01 to 2010-08-31 .

Business Number; 13855 7095 RT0001)

We have completed our audit of your GST/HST returns for the period noted above and are now
proposing to make adjustments as follows:

™~

GST/HST assessed re: taxable supplies of scrap metal $11.508.419

For the period under review, Express Gold Refining Limited (“EGR”) sold scrap metal to
Johnson Matthey Limited (*“JM”) totalling $209,536,163 in respect of which GST/HST
of $11,508,419 was not reported. Audit has determined that a supply of scrap metal
constitutes a taxable supply of property because scrap metal does not meet the purity and
form requirements of a precious metal, the supply of which would not be subject t0
GST/HST. Therefore, Audit is of the view that under subsections 221(1) and 165(1} of
the Excise Tax Act (“ETA™), EGR was required to collect and remit GST/HST on the
taxable supplies ol scrap metal made to JM for the period under review. Asa result,
under subsection 296(1) of the ETA, we are now proposing to assess the unreported
GST/HST of $11,508,419 on the taxable supplies of scrap metal in question. (For details
of this proposed adjustment, please see the attachments 100.00 through 100.25)

GST/HST assessed re: taxable supplies of grain gold $1.552.144

For the period undei review, EGR was engaged in barter transactions where by
customers exchanged with EGR, scrap metal for pure gold grain. Normally, an exchange
of property between two persons in a barter transaction will constitute a supply of
property made by each of the persons. The value of the consideration for the supply made
by one person is the fair market value of the property received from the other person.
Therefore, in circumstances where by the persons involved in the barter transaction are
exchanging properties whose supply is taxable ar the standard rate, such persons are
required to collect and remit tax on the respective supplies made by them. In this case,

Canadi



EGR made taxable supplies of grain gold in the barter transactions at issue in respect of
which it was required to collect and remit GST/HST under subsections 165(1) and
221(1) of the ETA. As a result, under subsection 296(1) of the ETA, we are now
proposing to assess the unreported GST/HST of $1,552,144 on these taxable supplies for
the pcriod under review. (For details of this proposed adjustment, please sec the
attachments 200.00 through 200.04)

Input tax credit disallowed re: Purchase of elevator 6,80

Audil has determined that EGR incorrectly claimed an input tax credit (*ITC"™) of 36,800
related to elevator costs of $136,000 incurred by Farag Properties Inc. (“Farag™). Since
Farag was the person liable to pay for the cost of the elevator, under subsection 123(1)
defivition of “recipient”, it was Farag and not EGR who was the “recipient” of the supply
of th= elevator. Therefore, it was Farag who was the person eligible to claim the ITC
under subsection 169(1) of the Act. Consequently, Audit is now proposing under
subscction 169(1) of the ETA to disallow the incorrectly claimed ITC of $6,800. (For
details of this proposed adjusiment, please see the attachments 300.00 through 300.04)

[¥X]

The propose.} adjustunents will be subject to interest under subsection 280(1) of the ETA.
Interest will zontinue to accrue unti] full payment of the amount owing has been received.

However, we arc considering reducing the interest applicable on Adjustments (1) and (3) under
the Canada Rc¢venue Agency's Wash Transactions Policy outlined in GST/HST Memoranda
Series 16.3. . In addition, we will also consider reducing the interest applicable on Adjustment
(2) if you provide us with the information that will enable us to determine if the conditions for
the application of the Wash Transactions Provisions are met.

We ask that = ou review the attachments and, within 30 days of the date of these proposed
adjustments. either confirm that you agree with these proposed adjustments or provide a written
explanation of why you do not agree with the adjustments and your reasons.

I we do not receive your written representations (o these proposed adjustments by
April 12,20: 1, then we shall proceed with processing these adjustments on that date.

We thank you for your assistance during the audit.
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Yours truly,

RokomtBalimia.

Robert Balinda

Audit Division

Tax Services Office: 13 - Toronto Centre
Telephone: 416 - 250-7907

Facsimile; 416 - 954-6015

Address: - I Front Street West, Suite 100
) Toronto, ON M5J 2X6
Internet; www.cra.ge.ca
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This is Exhibit “I” to the Affidavit
of ATEF SALAMA,

sworn before me via
videoconferencing this/_‘j_ gﬁy

of October, 2020

A Con@éi{ner, etc.

JANINE ABULUYAN - EO&0FR
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Baxerr & MCKENZIE Baker & McKenzle LLP
Barristers & Solicitors

Brookfield Place

181 Bay Street, Suite 2100

P.0. Box 874

Toronto, Ontario, Canada MS) 273

Tel: +1 416 863 1221
Fax: +1 416 863 6275

www.bakemet.com

BY HAND Roply to:
_—— Jacgues Bernler

+1 416 865 6803
July 15, 2011 Jacques Bemien@bakenmckenzie.com
Mr. J. McNamara

UE AGENCY
Assistant Director, Audit m‘émmu DU
Toronto Centre Tax Services Office
Canada Revenue Agency JuL 15 20
1 Front Street West
Toronto ON M5J 2X6 TORONTO

DELIVERED BY HAND

Dear Mr. McNamara:

RE:  Express Gold Refining Ltd. ("EGR")
BIN # 13855 7095 RT0001

In the interest of time, we have provided Mr. Balinda with EGR's submission further to the
reassessment proposal dated March 14, 2011 (copy enclosed). As already discussed, to the
extent that Mr. Gilbert's group (from the Toronto West TSO) has come up with findings
concerning EGR, it is our view that these should be communicated to us so that EGR can

have an opportunity to comment.

In the bigger scheme of things, the reassessment proposal raises questions of a legal and
policy nature affecting the whole gold industry, and not only EGR. In such circumstances, it
is important that those legal and policy questions be examined by Head Office and that a
taxpayer like EGR not be singled out by the CRA and put into a competitive disadvantage.

For those reasons, I will be contacting you shortly to discuss the next steps in connection
with this matter, and in particular, to ensure that an industry-review be done at your Head
Office in the event that any technical issues remain unresolved at the Audit level.

We have advised Mr. Balinda accordingly and asked him to defer any assessment action in
the interim. Should there be issues or concerns in that regard, kindly contact me.

Rakar & MrKonzie 110 an Ontarin imited liahility nartnerchin ic 2 member af Raker & MrKanrio Intamatinnal a Gwiae Varoin
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Baxrr & MCKENZIE

Yours very truly,

R & MCKENZIE LLP

Jacq {

JBJj

c; Mr. A. Salama, General Manager
Express Gold Refining Ltd.

Mr. D. Cistema, Partner, Indirect Tax
Deloitte & Touche LLP

Ms. B. Sanson, Section Manager, Audit
Mr. J. Tucci, Team Leader

Mr. R. Balinda, Audit

Canada Revenue Agency

Toronto Centre TSO
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SUBMISSION TO THE CANADA REVENUE AGENCY
FURTHER TO ITS PROPOSAL DATED MARCH 14, 2011 FOR

GST/HST ADJUSTMENTS CONCERNING EXPRESS GOLD REFINING LTD.
OVERVIEW
In a letter dated March 14, 2011, the Canada Revenue Agency (“CRA”) proposed two
signiﬁcmt adjustments to the Goods and Services Tax/Harmonized Sales Tax
(“GST/HST”) Returns filed by Express Gold Refining Ltd. (“EGR”) for the reporting
periods from June 1, 2008 to August 31, 2010. The first adjustment relates to EGR’s
. transactions with Johnson Matthey Limited (“JM”) totalling $209,536,163', which the
CRA claims were “sales of scrap metal” by EGR to JM. In the CRA’s view, these
transactions were taxable supplies representing $11,508,419 in alleged uncollected and
unreported GST/HST. The second proposed adjustment relates to transactions between
EGR and its clients (i.e., jewellers, wholesalers and manufacturers) who brought
unrefined gold to EGR to receive refined gold from EGR. For these transactions, the
CRA is of the view that the return of gold to the suppliers by means of “grain gold” was
part of a barter transaction which would not be eligible for relief from GST/HST pursuant
to the deemed “NIL consideration rule” under subsection 153(3) of the Excise Tax Act

(the “ETA”). Accordingly, the CRA asserts that EGR owes $1,552,144 in uncollected

and unreported GST/HST on these transactions as well.

. EGR disagrees with the proposed adjustments and submits that the CRA misinterpreted

the transactions in question. First, there are no "sales of scrap gold" by EGR to JM at the

! The actual total should be $209,539,163 (i.e., $92,734,183.44 plus $116,804,980) but the $3,000
discrepancy is immaterial for present purposes. See R. Balinda’s worksheet “Summary of Proposed

~ Adjustments by Period”.
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time JM receives the bars of unrefined metal from EGR. While EGR may sell gold
bullion after "settlement"”, the gold content of the unrefined bars is merely credited to
EGR'’s own metal or refining accounts with JM. At all material times, EGR continues to
own the gold in the unrefined bars throughout the refining process. While EGR may
eventually sell its gold to JM after it has been refined into precious metal, such sale takes
place after settlement and is only one of the three methods EGR can choose to deal with
the gold contained in its metal accounts with IM. In particular, EGR may (1) ask JM to
return the gold in bar form or grain gold form; (2) request that JM credit the gold to
another metal account held with JM; or, (3) seek to fulfill a future contract for gold bars
entered into by EGR. In such case, EGR will transfer pure gold from its metal account to
its trading account, and JM's trading department will then buy and sell and cause physical
delivery of the refined gold to a bank or through a commodity exchange.? Contrary to the
CRA'’s assertion, the delivery of unrefined gold bars by EGR to JM is in the nature of a
consignment or deposit arrangement (just like maintaining a brokerage account), which is
not a taxable supply in and of itself. There are no sales of gold by EGR to JM except
where EGR sells refined gold (in bars) to JM for resale by JM to a bank or on the
COMEX. While EGR can obtain an advance (by means of a credit in gold quantity to its
metal account) from JM for up to 95% of the estimated gold content of the unrefined
bars, such arrangement does not alter the nature of the transactions described above. The
credit is in the nature of financing for which JM charges a financing or advance fee. In

fact, EGR does not always choose to receive such advances.

2 For example, The Commodity Exchange, Inc. (“COMEX"), is a Designated Contract Market that offers
products subject to COMEX rules and regulations. The COMEX is a division of the New York Mercantile
Exchange and is the physical futures commodity exchange for gold, silver, aluminum and copper.
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The above description of the arrangement between EGR and JM is consistent with the
intent of the parties, the underlying documentation, the accounting and financial reporting
and the income tax treatment by each party as well as long-established 'indusu'y practices.
Fundamentally, JM refines precious metals on EGR's behalf and, for that purpose, JM
supplies treatment, assaying, refining and manufacturing services to EGR and charges

EGR for these services (and collects and remits GST/HST where applicable).

The transactions between EGR and its clients involving the return of gold are
conceptually also in the nature of a service in respect of which pure gold is merely
returned to the client. Even if EGR’s transactions were part of a barter transaction (which

is denied), they would not give rise to tax when the applicable provisions are interpreted
in light of their context and purpose.

FACTS

Background
1. EGR is owned and operated by the Salama family. EGR was founded in

1991 by Nabil Salama who emigrated to Canada from Egypt in 1984. At that
time, he was a third generation precious metal dealer and jeweller as well as
a lawyer active in the precious metal industry.

2. In 1991, Nabil Salama became incapacitated as a result of an accident. At
the same time, he developed an interest in refining methods for precious

metal. His interest grew into research and experimentation and, from that,

EGR was created.
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Atef Salama, one of Nabil’s three sons, currently runs EGR’s operations. He
has a master’s degree in computer engineering and has been running EGR’s
business since 2001. Atef followed in the path of his other two brothers who
were initially involved in the business. The brothers are now devoting
themselves full time to their church, the Coptic Orthodox Church.

EGR’s business has grown considerably over the years. Initially, EGR only
dealt with jewellers. EGR has expanded its market so that it now also
transacts with manufacturers, wholesalers and investors. EGR has eamed a
reputation for integrity and trustworthiness over the years, a rare trait in the
industry. EGR has become one of JM’s largest clients for metal refining in
Canada. JM is a world leader in the evaluation and refining of precious
metals. It operates in 30 countries, employs 9,000 worldwide and has been
developing its technology for almost 200 years.

The technology has also evolved over the years. When EGR began to carry
on business, it took ten days or more for refiners like EGR to return refined
gold to their clients. Now, this can be done on the same day with a
reasonable degree of certainty using the x-ray method of assay. By contrast,
it generally now takes a couple of days for results to be obtained under the
fire method of assay. JM uses the fire method to assay its clients' gold. [The
different assay methods and their impact on how EGR’s business is

conducted are described in more detail below.]
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EGR's business

6.

EGR’s business activities include refining (unrefined) metal (principally
gold) as well as and buying and selling precious metal® (mostly through
engaging in precious metal ﬁJtﬁre contracts and hedging transactions). When
EGR refines (unrefined) metal, articles are broﬁght to its premises by its
clients and EGR refines them into a precious metal form that can be re-used
or sold on the open market. These articles typically take the form of
jewellery, dental gold grindings and gold dust particles. In the course of
refining its client’s unrefined metals, EGR will undertake the following
steps: |

i. Melting;

ii. Assaying; and

iii. Refining/separation.
While the services in each of these steps can be supplied separately, most of
EGR’s clients request that EGR provide all of the services together.
Melting is the initial step in the refining process. It involves amalgamating
all of the metal brought in by the client into a homogeneous bar (often
referred to as an “ingot” ). Speciﬁcally, EGR takes all of the client’s metal
and places it in an induction furnace. An agent is added to the mix that
allows the contents to remain homogeneous. Once the metal becomes

molten, it is poured into a formed ingot and left to cool down. After it has

3 Precious metals are understood in the industry to include: gold, silver, platinum and palladium.
4 As defined by the Merriam-Webster dictionary: “1. : 2 mold in which metal is cast;
2. : a mass of metal cast into a convenient shape for storage or transportation to be later processed.”



108

cooled, the metal is cleaned. Melting takes place at EGR’s premises in the
presence of the client. At this point, the client can elect to take the ingot
back and pay EGR for the melting service. Otherwise, EGR will proceed to
the next step(s) as described below and EGR will provide its client with an
envelope and tag number identifying the client’s ingot. The client also has
the option to take a small sample of the melt for its own assay (defined
below).

9.  The second step in the refining process is the determination of the precious
metal content of the ingot or the “assay”®. This can be done through various
methods, including fire assay, x-ray analysis, wet acid assay, spectrum
analysis or acid/stone testing. Each method varies in degree of accuracy.
The fire assay method has .been in use for over 3,000 years and has been the
industry standard for many years and is the most accurate. However, the fire
assay method is time consuming and has been gradually replaced over the
past 20 years by technology using x-ray analysis. The x-ray analysis method
provides an accurate result with an error margin of +/- 0.20% and can be
completed in 60 seconds. EGR offers its clients the option to determine the
purity of their ingot using x-ray analysis. When the client chooses this
method, a written report is generated showing the breakdown of all the
metals, including both precious metals and alloys (copper, zinc, etc.),
contained in the client’s bar. A sample report is attached under Tab A. At

this point, EGR’s client can take back its bar and the written report and have

5 As defined by the Merriam-Webster dictionary, assay means: “A chemical examination of metals, by
which the quantity of valuable or precious metal contained in any mineral or metallic mixture, is

ascertained.”
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the bar refined by another company. Where the client does so, EGR will
invoice the client for the melting and assay services. However, in most
cases, the client will ask EGR to proceed to the next step, the actual refining.
At this point, the client is provided with a numbered “Record” document that
describes the client’s item (i.e., a bar) and sets out its weight in grams and its
precious metal content.

The third step is the actual refining or separation of the precious metal from
the remainder of the ingot. During this step, the precious fnetals are
recovered from the client's bar or ingot by using fumnace, retort, and
laboratory equipment and chemicals.

EGR used to perform the refining and separation of the metal itself at its own
facility. In recent years, this has not been economically viable and EGR has
engaged JM to provide the refining services on its behalf. JM performs this
function on a large scale at its Brampton facility. The refining process at JM
takes approximately five to six days to complete and throughout, the bars are
specifically tracked as explained below. Accordingly, to fully appreciate

EGR’s business, both the transactions with JM and those with EGR’s clients

are examined below.

EGR’s transactions with JM

12.

JM provides two different types of services to EGR: (1) refining; and (2)
precious metals trading. In this regard, EGR transacts with two different
departments. Specifically, EGR obtains refining services from JM’s refining

operations while its trading is done with JM’s trading department. Also,
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EGR maintains different types of accounts at JM for each specific type bf
service (i.e., metal or refining accounts and trading accounts). [To illustrate
EGR's transactions with JM, the more detailed explanation found below
refers to a representative or a sample transaction and its related
documentation which is found under Tabs B to J.

Fundamentally, JM's refining process is premised upon the return of metals
by JM to EGR (and JM’s other clients). In this regard, paragraph 1 of the J]M
— Standard Terms and Conditions (the “T & C’s”) provides that ‘Returnable
Metals” and “Recoverable Metals” mean "the metals to be returned to you
[i.e., JM’s client] following completion of the Services in accordance with
your Contract” (Tab B).

Factually, the refining process proceeds as follows: first, EGR ships
unrefined gold bars to JM and provides a packing slip (Tab C) to JM that
indicates the number of bars, their weight and estimate of the percentage of
the bars’ pure gold content based on EGR’s own assay. The packing slip
also sets out the date of shipment and contains a lot number specified by
EGR to identify the shipment. On the packing slip, EGR réquests that JM
assay the metal for gold, silver, platinum and palladium. [In the case of our
sample transaction, the attached packing slip shows that EGR sent JM Lot
#1137 which consists of 10 bars with a net weight of 34.725 kg. and a gold
assay of 59.5%.]

Second, JM inspects and weighs all of the materials received from EGR and

provides EGR with a signed “Acknowledgment” (Tab D) which contains the
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following information: (a) a description of the unrefined bars; (b) the bars'
weight as measured by EGR and JM; (c) the Lot Number as provided by
EGR; (d) the reference number assigned by JM which ensures that JM
maintains strict control over the refining process and allows it to generate the
necessary documentation relating to the particular bars and track them

accordingly; (¢) EGR’s metal account number to which the pure gold content

of the bars will be assigned; (f) method by which the bars were delivered
(e.g.. by courier) and, (g) the proposed final settlement date.®
16. In addition, the Acknowledgement provides that JM received “material for

refining” and that “payable metal(s) will, unless otherwise instructed, be

credited to your metal account on the final settlement date, or, if applicable,
on the preliminary settlement date’, provided all assays are completed and, if
required, accepted by both parties” (emphasis added). [In the attached

Acknowledgement for our sample transaction, JM acknowledges receipt of
the ten unrefined bars in EGR’s Lot 1137. The Acknowledgement shows
EGR'’s net weight amount of 34.7250 kg. and JM’s net weight of the bars of
34.7370. The Acknowledgement also show's the Final Settlement date as
June 30, 2011.]

17. Third, shortly after having received the bars from EGR, JM performs an

assay and obtains a preliminary result regarding the precious metal content of

S The term “final settlement date” is defined in paragraph 1 of the T & C’s as follows: *“‘Final Settlement’
and ‘Final Settlement Date’ and ‘Metal Availability Date’ means the future date of return to you of the
Returnable Metals based on completion of the final assays.”

7 The term “preliminary settlement” is defined in paragraph 1 of the T & C’s to mean “the return to you of
the major portion of the Returnable Metals using a preliminary assay with Final Settlement to occur on
completion of final assays.” The term "early settlement” is used interchangeably with “preliminary

settlement” by the parties.



18.

19.

112
10

the unrefined bars. EGR and JM have an arrangement whereby based on the
preliminary result, EGR has the option to request that JM crédit its metal
account a quantity of gold equivalent to 95% of the pure gold content in
EGR’s unrefined bars (see notation “Hedges and Early Settlement” on
Tab E). This credit is an advance and is always made to EGR’s metal or
refining accounts.

Such advances are typical in the industry. They provide security and
effective financing to EGR until the precious metal contents are finally
determined.

The metal or refining account represents the quantity of pure gold (and other
precious metals) owned by EGR that has been provided to JM for refining.
The metal account shows EGR’s precious metal holdings in troy ounces

(“ozt”). It is also referred to as a consignment account as EGR’s refined gold

1is stored at JM’s facility either for future sale by EGR in refined gold form or

for return to EGR in refined gold form. As confirmed by the notation “Your
metal” on Tab E, EGR remains the owner of the gold in its metal refining
account and no transfer o-f ownership or title to the gold from EGR to JM
takes place until after settlement. Similarly, all risks of ownership (including
the risk of loss/profit due to market fluctuations) of the gold in EGR's metal
account remain with EGR. JM has metal accounts with all its clients. Until
final settlement (as explained below), the status of the bars on a particular
Acknowledgement is tracked by JM and additional information is provided

to EGR. The metal accounts are akin to brokerage accounts in that they
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show the client’s precious metal holdings with JM (instead of securities, for
example).

20. JM charges a fee to EGR for the advance. The fee is based on prevailing
interest rates.? Upon making the advance, JM will issue an “Invoice and
Metal Credit” (Tab F) invoice to EGR indicating that it is making an advance
and may provide a brief description regarding the advance. The “Invoice and
Metal Credit” will also contain the following information: (a) the invoice
type; (b) invoice number; (c) Invoice and Metal Credit (IMC) Code’; (d)
JM’s reference number; (e) the invoice date; (f) the date the bars were
received; (g) the account number to which the bars were credited; (h) the lot
number; (i) the “Priced Date”; and (j) a statement setting out the number of
bars, description thereof, lot number, gross weight (including packaging), net
weight of the bars and a statement to the effect that JM has settled metal on
EGR’s behalf and the amount settled. The invoice notes that the early
settlement fee is due on the invoice date (i.e, June 17). [In our sample
transaction, the invoice (Tab F) shows that 631 ozt of refined gold was
settled fo EGR’s refining account and the early settlement charge is
$1,017.00. The invoice states that it is making an “Early Settlement to cover
the transfer to EGR’s US dollar trading account (Account 2546).
Accordingly, JM credited the refined gold to EGR’s refining account and
EGR then had the refined gold transferred to its US trading account. The

631 ozt was transferred along with 29 ozt of refined gold that was already in

8 The calculation for the Early Settlement Charge is as follows: 3% financing charge divided by 365 (366 in
a Leap Year) multiplied by number of days of the advance multiplied by London PM Fix Gold Rate.

® This is an internal JM code.
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EGR’s refining account for a total transfer of 660 ozt pursuant to reference
number CAT 3296. The deduction of the 660 ozt transfer from the refining
account to the US$ trading account pursuant to reference number CAT 3296
is shown on a Metal Account Statement that is issued to EGR each month
(Tab G).'

21.  Fourth, JM's assay is completed and JM sends EGR a certificate of analysis
showing the results (Tab H). This assay provides a final determination of the
contents of the unrefined bars received by JM and will require adjusting the
accounts between the parties further to the issuance of a final "Invoice and
Metal Credit" (Tab E). The Certificate of Analysis shows the following
information: (a) an indication that the analysis was required by EGR; (b) the
date the analysis was printed; (c) a description of the product (i.e., 10 Bars
Scrap Au); (d) the Customer Reference number (i.e., the Lot Number); ()
JM’s reference number; (f) the net weight of the bars as received (in kg.); (g)
the weight of the bars following their melt by JM (in kg.); (h) the assay in
percentage terms of the gold, silver, platinum and palladium in the bars; (i)
the Gold Content (in ozt); (j) EGR’s estimate of the pure gold content of the
bars (expressed as a percentage and in ozt); (k) the difference between JM’s
findings and EGR’s estimate expressed in ozt; (1) the total gold credits in ozt
credited to EGR’s account; (m) the total silver credits expressed in ozt; (n)
the total refining charges; (o) the settlement date; (p) the amount of gold

advanced to EGR’s refining account in ozt.; and, (q) the gold balance in ozt

19 The transfer from the refining account to the USS$ trading account is highlighted on the document.
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(i.e., the amount of gold to be settled in EGR’s refining account upon final

settlement).

22. To complete the transaction, JM issues a final “Invoice and Metal Credit”
invoice to EGR detailing the transfer of the pure gold content of EGR’s bars
to its metal or refining account as well as charges incurred for the services
performed by JM (see Tab E). Specifically, the invoice shows the same
information in (a) through (h) as the invoice described in paragraph 20.
However, instead of the "Priced Date", the invoice shows the "Settlement
Date" noted on the Acknowledgement. As with the invoice in paragraph 20,
the invoice contains a statement setting out the number of bars, description
thereof, lot number, gross weight (including packaging) and net weight of the
bars. As this is the final settlement invoice, it contains a summary statement
showing the total weight of the metal in kilograms producing silver and gold
shown in grams, the treatment charge for the gold ($27.50/kg) and refining
charge for the silver ($7.75/kg) and the total amounts payable therefor along
with the $110 assay charge.

23. The invoice also sets out the total amount of pure gold and pure silver
credited to EGR’s metal account in ozt along with the amount of the early
settlement with a reference to the eari.y settlement invoice.!" The invoice
also contains a summary showing the weight of the gold in EGR’s metal

account carried forward, the amount of gold in the particular lot previously

" In practice, the assay will generally reduce the amount of pure gold in EGR’s metal account to account
for loss in the refining process and error margin with the assay. On average, JM retumns 99.6 per cent of the
weight of the gold content of the unrefined gold bars received from EGR. This adjustment is made at the

time of settlement.
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advanced by JM to EGR, and, the amount of gold and silver added to EGR’s
account at settlement and the balance in each of the previous metal accounts.
[For purposes of the sample transaction, the invoice (Tab E) shows that
EGR’s gold bars netted EGR 657.409 ozt of pure gold and 97.286 ozt of pure
silver. However, since EGR received an early settlement (or advance) of 631

ozt of pure gold, it only received credit for an additional 26.409 of pure gold

" at settlement. The invoice shows EGR’s refining account with a carry-

forward negative baiance of 2416.726 ozt and the 631 ozt early settlement
and 26.409 final settlement amount applied to reduce the negative balance in
EGR'’s metal account. The invoice also shows that EGR incurred $955.27 in
treatment charges, $110 in assay charges and $23.45 in refining charges,
which are all payable to JM. It is important to note that this information is
also contained on the certificate of analysis.]

As rﬁentioned above, EGR has three options with respect to the pure gold
held in its metal or refining accounts: (1) EGR may request that JM retum
the pure gold to it as bars or grain; {2) EGR may sell the pure gold to JM,
which will re-sell and physically deliver pure gold bars to a bank or the
COMEX; or (3) EGR may retain the pure gold in its metal accounts with JM
or ask that pure gold be transferred to the account of a designated third party.
The first two options require further explanation.

Where JM returns the pure gold to EGR, JM will reduce EGR’s metal
account by the weight of the pure gold so returned. Except where the gold is

returned as 100 ozt and 400 ozt gold bars, JM will charge EGR a
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manufacturing fee for making EGR’s pure gold into bars or grain gold. The
fee for bars is $0.75 per ozt and the fee for grain is $0.30 cent per ozt. We
have attached an invoice from JM showing the return of 4 refined gold grain
1 kg. bags from EGR’s refining account. The invoice shows the
manufacturing charge as well as the deduction of 128.590 ozt'2 of grain gold
from EGR s refining account (Tab I).

26. As noted in paragraph 12, in addition to refining services, JM provides
precious metal trading services to EGR. The trading services are provided
by a different department of JM. In this regard, EGR enters into futures or
hedging contracts both buying and selling pure gold using JM’s trading desk.
The only sales by EGR to JM are made in the context of these trading
transactions. For example, in the case of a future sales contract whereby
EGR wishes to effect physical delivery of refined gold to the purchaser, EGR
will ask JM to transfer refined gold from its metal account with the refining
department to EGR’s trading account. EGR would subsequently sell the
refined gold in its trading account to JM, which in turn would sell the refined
gold, typically in the form of gold bars to the purchaser, which would be a
bank or someone purchasing precious metals on the COMEX.]

27.  EGR does not sell unrefined gold or grain gold to JM. EGR only sells gold
to JM from its trading account, that is, gold in 99.99% pure gold bar form.
In these cases, JM will issue a bullion purchase invoice showing a credit to

EGR s bank account for the amount of gold sold to it. The invoice shows the

12 Based on a conversion rate of 1 kg = 32.1507 ozt, this amount is then multiplied by 0.9999 to obtain the
amount of pure gold returned to EGR. . ‘
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weight of the pure gold sold in ozt, the price payable per troy ounce and the
total amount paid by JM to EGR. For example, EGR sold 650 ozt of refined
gold from its trading account to JM for CDN$1,507/0ozt and received a

cheque from JM for $979,545. The sale is reflected on the Bullion Purchase

Invoice BP66288 (Tab J) and is a zero-rated sale.

The transactions with EGR's clients

28.

29.

30.

The refining transactions between EGR and its clients have historically
followed the conceptual pattern of EGR’s refining transactions with JM. For
example, EGR finance 90% of the value of the cstimated gold content in the
client’s bars to its clients until the gold content was finally determined. The
financing was in the form of an advance in cash or refined gold."

In cases where the client chose to wait for the settlement from JM, it may
have requested an accounting and asked EGR to deliver the shortfall or
difference in gold (in addition to the 90% advance), subject to paying EGR a
refining fee. In these cases, EGR only returned (or otherwise provided the
client with) 98% of the value of the gold with 2% held back by EGR.'*

With the advancements in technology, in particular the development of the x-
ray analysis, EGR's clients have become more comfortable with the assay of
the pure gold content of their bars instead of waiting up to days for the
settlement. Accordingly, clients now accept the return of 98% of the

estimated gold content of the bar determined using x-ray assay. When the

13 The refined gold has an investment quality of gold content at 99.99%. It takes the form of bars (of
different weight) or casting grain or “grain gold”. Grain gold is used in the industry for various purposes
and comes in the form of sealed bags (in various sizes) and contains the same information/certification

found on bars. We have attached photographs of Grain gold under Tab K.
14 The 2% held back is to account for loss in the refining process, error margin in the assay and gross profit.
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transactions involve gold (pure gold bars or pure gold grain), EGR is
effectively retumning the client’s pure gold. In these cases, EGR will
complete the record document showing the weight of the pure gold and its.
value and provide the document along with the pure gold bars or grain. The
document is called a Record and it shows the client’s name and telephone
number, date, indicates the weight and gold content percentage of the
unrefined gold provided by the client, the weight in grams of the pure gold
content of the client’s gold and the weight in grams of refined gold returned
to the client (Tab L). In this case the refined gold returned to the client was
in the form of grain gold. Where the refined gold returned to the client is in

bar form, EGR will record the bar number on the Record.

The March 14, 2011 Proposal

31.

32.

On March 14, 2011, the CRA issued its proposal to assess EGR for
outstanding GST/HST. First, the CRA asserts that EGR was requiréd to
collect and remit GST/HST on its transactions with JM. In particular, the
CRA has taken the view that EGR "sold scrap metal” to JM totalling
$209,536,163'° with the consequence that $11,508,419 in GST/HST would
be exigible from EGR.

Second, the CRA considers that EGR was engaged in barter transactions with
its clients under which the clients exchanged unrefined gold for among other
things pure gold grain. In particular, the CRA considers that each party to
the transactions, namely EGR and the client, was required to collect and

remit tax on their respective alleged supply. Under the proposal, EGR would

15 See note 1, above.
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be required to collect and remit on the transactions involving grain gold

GST/HST with the consequence that $1,552,144 in GST/HST would be

exigible.

The March 14 proposal contained two documents entitled respectively

“ISSUE SHEET 1 — Supplies of Scrap Metal to Johnson Matthey Ltd.” and

“ISSUE SHEET 2 - Grain Gold Barter Transactions” which explain the

position of the CRA in respect of each issue. The proposed adjustments are

tabulated in greater detail on worksheets prepared by the CRA auditor.

Under ISSUE SHEET 1, the transactions with JM are described as follows:

Upon receipt of the scrap metal bars, within 24 hours, JM advances
95% of the value of pure metal content of the said bars. In instances
where by JM purchases the scrap metal outright, EGR is paid either
by cheque or in physical gold (grain or gold bars). In some cases, a
portion of the advance is credited to EGR’s pool account with JM.
The value of the pure metal placed in the pool account belongs to
EGR and, at any time, EGR can request and receive bullion from the

said pool.

After 5 days, JM issues a Final Settlement Record stating the results
of the final assaying of the scrap metal. On final determination of
the pure metal content of the scrap metal, JM pays the (5%) balance
of the pure gold contents of the scrap metal. The settlement options
are the same as stated above.

The foregoing finding with respect to what happens upon receipt of
the scrap metal is corroborated by information obtained from JM’s

website which states that:

"Upon receipt, all material is inspected and weighed to ensure
agreement with customers' advised details. Each receipt has an
individual reference code and process route assigned to ensure
strict control and generate all necessary documentation.
Acknowledgement and settlement date is forwarded to the customer
and representation, if required, is arranged. Customer Service
personnel track the status of each receipt and provide additional
information as required. [Formal assay exchange and umpire
resolution is available. This includes gold, silver as well as
platinum and palladium if contained.
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Settlement_options include: return of physical metal as grain or

bars, sale to Johnson Matthey, Metal Account Credit or Metal
Account Transfer to a designated third party. Upon settlement, an

invoice is generated detailing all metal transactions as well as
charges incurred. Monthly statements are forwarded which detail
all transactions during the period.”

ISSUE SHEET 1 then continues and formulates Audit’s position that “the

- sale of scrap metal does not constitute a supply of [a] financial service but

rather a supply of property subject to tax at the standard rate”. The document

then adds:

e It is Audit’s position that title and therefore ownership of the
scrap metal passed to JM upon delivery and payment of the
advance. Therefore, Audit is of the view that, in instances
whereby JM purchased the scrap metal outright, that is, JM
paid for the scrap metal by way of wire or advanced physical
gold, EGR made taxable supplies to JM in respect of which it
should have collected and remitted tax under subsections 165(1)
and 221(1) of the Act. Pursuant to paragraph 153(1)(b), the value
of the consideration of the said supplies is the total of the money that
was received and the fair market value of any physical gold that was
received. Additionally, it is Audit’s position that there are no tax
consequences with respect to advances that were credited to EGR’s
pool account, as EGR retained ownership of the value of the gold in
the pool and as such, no supplies took place in such cases.

[Emphasis added]

The CRA tabulated the transactions it considered as “sales to JM” whether
“paid by wire” or “Paid in gold” to be in excess of $209M for the relevant
period. This amount represents the totality of the transactions involving
unrefined gold between EGR and JM (leaving aside the various services
rendered by JM which were all billed for).

ISSUE SHEET 2 deals with the transactions between EGR and its clients
which the CRA considered barter transactions but ineligible to the subsection

153(3) ETA treatment. In this regard, the CRA assumed that all the grain
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gold received by EGR from JM (which represents $27,303,520) was used by
EGR in those alleged barter transactions with its customers. For the
purposes of making its proposed adjustment, the CRA grossed-up the grain
gold received from JM by 2% ($27,303,520 x 1.02 = $27,849,590.40) to
determine the amount it considered a taxable suéply to arrive at proposed

adjustment of $1,552,143.79 ($27,849,590.40 x tax rate = $1,552,143.79)'S.

Previous involvements of the CRA

37.

38.

On November 8, 2006, the CRA issued a reassessment proposal to EGR for
GST adjustments in excess of $10M for the period ending May 31, 2005
(Tab M). This first proposal followed an audit by the CRA which was made
after an Audit Risk Analysis that apparently began in 2003. The issue
underlying the proposal was whether "grain gold" fell within the definition of
the term "precious metal" under subsection 123(1) of the ETA.

In response to the proposed assessment, EGR filed a submission dated
January 3, 2007 to the CRA (Tab N). The submission contains a detailed
description of the transactions between EGR and JM. In particular, the
submission explains EGR’s modus operandi, the services provided by EGR
and JM, the transactions, the advances made by JM, the invoices and the
modes of settlement. Also, the submission explained the transactions

between EGR and one of its suppliers during the period in question, Poscor

Mills Services Corp. ("Poscor").

16 Given the manner in which the CRA calculated the adjustment, EGR will limit its representations in the
document to the concept of grain gold and whether, as a concept, grain gold should attract tax or not.
Accordingly, EGR reserves its right to address other issues if necessary.



39.

40.

41.

123

21

In its response to EGR’s January 3, 2007 submission, the CRA on June 29,
2007 reiterated its position regarding the GST status of grain gold but

acknowledged that it was obligated to audit to net tax (Tab O). As the CRA
explained in the context of Poscor:

"I also confirmed that the Agency policy that we audit to “Net Tax" — in other words, any
applicable input tax credits (ITC) would be allowed when assessing GST. Specifically,
as the sale of the refined gold in grain format would be taxable when sold by a vendor,
that vendor would be responsible for collecting the GST on these sales. For Express
Gold’s specific situation, Poscor Mills would have to collect the GST on the grain sales
made to Express Gold — Express Gold would then be entitled to the ITC".

Six months after issuing its June 29, 2007 letter, the Attorney General for
Canada filed its Reply in the context of a tax appeal initiated by Poscor in the
Tax Court of Canada (TCC # 2007-4996 (GST)G). The appeal relates to
substantial reassessments issued against Poscor. Under the reassessments,
Input Tax Credits (“ITCs”) claimed by Poscor were disallowed on the basis
that Poscor’s transactions involved “assets flip transactions” under which
Poscor allegedly benefited from the improper claims of ITCs by third parties

involved with Poscor in the transactions.

Certain of the transactions in issue in Poscor’s appeal involved EGR and can

be summarized as follows based on the Crown’s Reply:

(a) Poscor “purchased” scrap gold (ie., less thax; 99% purity) from four different
Quebec companies (including 9141-7220 Quebec Inc.) and claimed $12,854,871 of

input tax credits.

(b) At some point in time, a company related to Poscor (Aumor) purchased scrap gold
from another numbered Quebec company.

{¢) The Quebec companies did not remit GST in respect of the above transactions
(although they appear to have issued invoices showing the GST as being payable).

(d) Poscor (and Aumor) retained a third part to refine the gold to a 99.5% or higher
purity. ScotiaMocatta was retained from May 2004 to September 2004. Express
Gold was retained from October 2004 to April 2005.

(e) ScotiaMocatta had the gold refined, on behalf of Poscor, by the Canadian Mint.
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(f) Express Gold had the gold refined, on behalf of Poscor, by Johnson Matthey.

(g) The refined gold was sold by Poscor to Scotiamocatta (prior to October 2004) and
then to Express Gold (subsequent to September 2004). The sales were treated as

zero-rated sales of pure gold.

(h) Each of ScotiaMocatta and Express Gold then sold the pure refined gold to the
Quebec companies. The sales were treated as exempt supplies and the Quebec
companies did not pay GST thereon.

(i) The Quebec companies would then dilute the pure gold with light weight elements of
little value to reduce its purity level to approximately 90% (i.e., to make it taxable

Unrefined Gold).

(i) The taxable Unrefined Gold was then sold to Poscor and the above transactions
repeated.

(k) Poscor realize a profit of 3% of the fair market value of the gold (less .5% for
refining costs).
It is important to note that the CRA’s assessment in the Poscor matter and

the Crown’s position in the Tax Court are predicated on the fact that JM
refined the gold in question, that Poscor after refining the gold sold it to EGR
and the sale by Poscor to EGR constituted a zero-rated sale of pure gold.

There was no suggestion by the CRA that Poscor ever sold (taxable)

unrefined gold to EGR (or ScotiaMocatta).

In fact, at no time prior to the March 14, 2011 letter, did the CRA dispute the
characterization of the transactions between EGR and JM as well as the
provision of services by JM to EGR. Further, the CRA never asserted that
EGR was selling or making a taxable supply of unrefined gold to JM. The
major adjustment proposed on November 8, 2006 involved sales of grain
gold by EGR to 91417220 Quebec Inc. Eventually, the CRA issued
reassessments for most of the periods between July 2005 and December
2007. The reassessments confirmed the information as filed by EGR and

refunds were issued. In fact, the assertion in the March 14, 2011 proposal
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was the first time that the CRA ever attempted to characterize the

transactions between JM and EGR as "sales of scrap gold".

SUBMISSIONS

The Transactions between EGR and JM do not involve "sales of scrap.gol "

44,

45.

Contrary to the CRA’s assertion, it is incorrect to state that "title and
ownership of the scrap metal passed to JM upon delivery and payment of the
advance" (see paragraph 34 above). The intention and conduct of the parties,
as confirmed by the relevant documentation, unequivocally indicate that
there is no “passing of title and ownership between EGR and JM upon
delivery and payment of the advance”. EGR retains ownership of the pure
gold content of the unrefined gold contained in its metal account. It is only
when it sells gold through EGR's trading account that a sale takes place but
at that point in time, the gold in question has reached the refined purity level
and is sold to JM in the form of pure gold bars.

The advance of a quantity of gold in the interim is in the nature of a
ﬁnancing/secuﬁty transaction (for which JM receives a financing fee) which
does not attract tax. The advances take the form of a credit to EGR’s metal
account. The CRA is correct in stating that the gold in the metal accounts
belongs to EGR. In fact, EGR at any time can request and receive bullion
from the said account and use it in the way it wishes. However, the CRA

conflates the delivery or consignment of unrefined gold and credit to the
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metal accounts (or advance) into one transaction (i.e., a "sale of scrap gold")
which never took place.

46. Itis also incorrect to assert that JM "pays the (5%) balance of the pure gold
contents of the scrap metal" to EGR. Rather, as explained above,I IM credits
the balance of the pure gold content of EGR’s unrefined metal to its metal
account upon settlement, that is only after the exact gold content is
determined and agreed to by the parties.

47. The settlement document (Invoice and Metal Credit — Tab E) clearly shows
that the gold advance and credit upon settlement were credited to EGR’s
metal account. As noted by the CRA in Issue Sheet 1, "there are no tax
consequences with respect to advances that were credited to EGR’s pool
account, as EGR retained ownership of the value of the gold in the pool and

as such no supplies took place in such cases".'?

48. Any sales by EGR to JM are from EGR’s trading account pursuant to a
separate transaction with JM’s trading desk. Specifically, EGR would first
transfer the pure gold from its metal account to its trading account. No
physical gold is provided to EGR at this point. Rather, the gold is posted to
EGR's trading account and JM will await EGR's further instructions
regarding the refined pure gold. At this point, there is no sale of gold, EGR

is simply transferring its refined gold from its metal account to its trading

account.

'7 However, in reality, the CRA misapplied the above quoted principle given the CRA’s proposed
adjustments. Again, it is important to reiterate that all transactions involving unrefined gold go through

EGR’s metal or refining account.
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Where EGR sells gold to JM, the gold is in the form of pure gold bars. It
comes from EGR's trading account after having been transferred from EGR's
metal account. The metal account is effectively a consignment account in
which EGR maintains an inventory of pure gold. Pursuant to its buy/sell
consignment arrangement with JM, EGR will sell the pure gold bullion to JM
who, in turn, will sell the bullion. In these circumstances, JM is buying gold,
which has the required level of purity and is in the form of bars (and which is
subsequently sold to banks or on the COMEX). Accordingly, when thereis a
sale of gold by EGR to JM, the supply is a zero-rated financial service as the
supply is made by a person on whose behalf the precious ;netals were
refined.

Where there is a return of physical gold in bar and grain gdld form, JM takes
the gold from EGR’s metal account and the account is debited accordingly. -
In such circumstances, there is no transfer of ownership from JM to EGR as
JM is simply returning gold already owned by EGR (although held on
consignment by JM). Consequently, there is no taxable supply of gold by
EGR but rather EGR is taking back its gold that had been refined by JM.
EGR paid applicable GST/HST on the refining services.

In its March 14, 2011 proposal, the CRA states that its findings regarding the
transactions between EGR and JM are “corroborated by information obtained
from JM’s website.” However, it is important to clarify that the website in
question is that of JM’s US affiliate, whic!l transacts business in a different

manner than JM. In particular, unlike JM’s affiliates’ business in the US, JM
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does not purchase scrap gold outright from its customers in Canada. As
noted above, JM always credits any advances or settlements to its clients'
metal accounts. If JM purchases gold from its clients, it is only in the form
of pure gold bullion purchased from its' clients’ trading account.

52. To sum up, the CRA has been unable to advance any support, whether
factual or legal, to its assertion that “EGR sold scrap gold to JM upon
delivery and payment of the advance”. Moreover, the assertion is squarely in
conflict with the outcome of the earlier audit of EGR, the position taken by
the Crown in the Poscor litigation as well as the CRA's own public
pronouncement on this very issue.'® The refining arrangement between EGR
and JM involves primarily the provision of services by JM to EGR. EGR
does not "sell scrap gold" to JM.

53. It is important to note that even if EGR were "selling scrap gold" to JM
(which is denied) and was required to charge and collect GST/HST thereon,
it would have no practical revenue impact on the Fisc. Specifically, as J]M
would be acquiring the gold from EGR for the purpose of making zero-rated
supplies to third parties, JM would have been entitled to recover the
GST/HST payable to EGR by way of input tax credit. As a "wash
transaction”, the amount of any assessment would be limited to the 4%
“interest". However, in the present circumstances, EGR would be entitled to
claim relief from such interest under the CRA's faimess relief policy."

Specifically, based the nature of its transactions with JM, the documentation

'8 GST/HST Interpretation No. 78535 dated March 13, 2006 (Tab P).
' Information Circular IC07-1, Taxpayer Relief Provisions (May 31, 2007), at paras 20-26.
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generated by the parties, the accounting treatment by EGR and CRA's
extensive and prolonged review of EGR transactions and public
pronouncements on point and EGR's consequential reliance thereon, EGR
has had no reason to believe it would not have accounted for GST/HST
properly.  Attempting to exact 4% "interest” from EGR in th;Jse

circumstances makes the March 14, 2011 proposal not only incorrect but also

improper. 2

The transactions between EGR and its clients

Grain Gold is a Precious Metal for GST/HST Purposes

54.

55.

56.

The term “precious metal” is defined in subsection 123(1) of the ETA as

follows:

"precious metal” means a bar, ingot, coin or wafer that is composed of gold,
silver or platinum and that is refined to a purity level of at least

(a) 99.5% in the case of gold and platinum, and
(b) 99.9% in the case of silver.

The term “ingot” is defined in the Merriam-Webster Dictionary as follows:

1. : a mold in which metal is cast

2 : a mass of metal cast into a convenient shape for storage or transportation to

be later processed.
[Underline added]

Accordingly, grain gold can be said to constitute ingots as it is a mass of
metal cast into a convenient shape for storage or transportation to be later

processed. The definition of the word does not require or even suggest a

20 1t has been suggested recently that the CRA's earlier reassessment proposal was never given effect due to
some personnel issues within CRA which caused the reassessment proposal to lapse because of time. This
is certainly interesting. First, the CRA's letter dated June 29, 2007 (Tab O) confirms that the CRA would
audit to net tax (which effectively reduced the adjustment to Nil). Second, the principal adjustment
proposed by the CRA in the March 14, 2011 (i.e., sales to JM) has nothing to do with the CRA's earlier
audit. Third, the above explanation concerning certain personnel issues was only mentioned to EGR a few

weeks ago and EGR has had no opportunity to know and verify this assertion.
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precise shape (or size) for the mass of metal to constitute an ingot. In other
words, the definition is not static or fixed and given that grain gold is

commonly used in the industry, the definition should apply to it.

57.  The expression "precious metal" has received some judicial consideration by
the Tax Court of Canada in Bombay Jewellers Ltd. v. Canada. *' At thq
outset, it should be emphasized that the circumstances in the Bombay
Jewellers case materially differ from those in the case at hand. Specifically,
the appellant in Bombay Jewellers was a jeweller who cut bars of precious
metal into smaller pieces and sold same to its customers without charging
GST on the basis that it was making a supply of exempt precious metal. The
customer would then give the gold to the appellant to make into jewellery
and the appellant would only charge GST on its labour services. Therefore,
in the case of Bombay Jewellers, there was a clear attempt by the appellant to
avoid the application of GST arguably contrary to the spirit and intent of the
ETA and to the detriment of the Fisc. In the case at hand, there is no

negative impact on the Fisc and no intent by the parties to circumvent the

object and spirit of the ETA.

58. In any event, the Court emphasized (at paragraph 75) that the terms “bar,
ingot and wafer” as used in the definition of “precious metal” in subsection
123(1) ETA was to apply to precious metals that are "readily identifiable,

saleable, capable of immediate recognition, valuation and which was

21 11998] G.S.T.C. 94 (TCC Gen).
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commonly used as a financial instrument in the precious metals market".

Grain gold meets that purpose.

Specifically, the grain gold is identified as being produced by JM, a world-
accepted refiner and assayer, with the bag showing the purity (99.99%) and
weight. It is tradeable and has a readily identifiable value. The value is the
current market price for gold times the weight noted on the sealed bag. The
grain gold is readily saleable and commonly used in the industry as a
financial instrument in the market just as bars. For example, we understand
that the Bank of Nova Scotia, one of Canada’s leading financial institutions
has sold sealed bags of grain gold as financial instruments.

It is now established that tax legislation, including the ETA, is to be
interpreted harmoniously in light of its text, context and purpose.2 Also, to
effectively interpret an "ingot" to necessarily mean a "bar" renders the word
"bar" in the definition redundant. Redundancy is to be proscribed when
interpreting tax legislation.” In the case of grain gold, when these
interpretation principles are applied to the definition of "precious metal", it
becomes clear that the inclusion of grain gold into the definition of precious
metal becomes the better interpretation and the one to be applied in this case.

Accordingly, EGR submits that grain gold is captured by the definitions of

"precious metal" and "financial instrument” for GST/HST purposes.

2 Canada Trustco Mortgage Co. v. Canada, [2005] 2 S.C.R. 601 (5.C.C.); Placer Dome Canada Ld. v.
Oniario (Minister of Finance), 2006 SCC 20 (CanLlII), [2006] 1 S.C.R. 715, 2006 SCC 20, at para. 21;
E.A. Driedger, Construction of Statutes (2nd ed. 1983), at p. 87). See also: Rizzo & Rizzo Shoes Lid. (Re),

4

998] 1 SCR 27.
Placer Dome (supra), at para. 45,
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In any event, subsection 153(3) ETA would apply to the transactions between EGR and

its clients

62.

63.

64.

It is the CRA’s view that EGR and its customers engage in barter
transactions whereby EGR is making taxable supplies of grain gold to its
customers and its customers are making taxable supplies of scrap metal to
EGR. As aresult, pursuant to subsection 153(1)(b) of the ETA, EGR would
be required to collect GST/HST on its supplies of grain gold and its
customers would also be required to collect GST/HST on their supply of

scrap metal unless the transactions qualified for relief under subsection

153(3) of the ETA.

Subsection 153(3) of the ETA reads as follows:

Where
(a) the consideration or a part of the consideration for a supply of

property of a particular class or kind is property of that class or
kind,

(b) both the supplier and the recipient are registrants, and

(c) the property is acquired by the recipient and the consideration
or that part thereof is acquired by the supplier as inventory for use
exclusively in commercial activities of the recipient or supplier, as

the case may be,
the value of the consideration or that part thereof shall be deemed

to be nil.
It is the CRA’s view that subsection 153(3) of the ETA does not apply to the
transactions between EGR and its clients. Specifically, based on GST/HST
Policy Statement P-221, Meaning of the Phrase *a Particular Class or
Kind’ as Found in Subsection 153(3) of the Act (“P-221") it is the CRA's
position that the property being exchanged (i.e., grain gold) was not of the

"same class or kind" as the other property exchanged (i.e., unrefined gold).
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65. Where EGR’s client delivers unrefined gold and EGR returns grain gold to
its client, subsection 153(3) of the ETA should apply to relieve the
transaction from GST/HST.*

66. In this case, the parties consider the transaction to involve the transfer of gold
for gold; gold being a fungible good. The value paid by EGR is strictly for
the gold content of the client’s bars as determined by the assay. Similarly,
the client is receiving the pure gold content of the grain gold from EGR.
EGR is not obtaining “bars” from its client but is rather obtaining pure gold
and the transaction price between the parties is determined by the amount of
pure gold acquired by EGR. As indicated on the Record (Tab L), the client
is providing EGR with a specified weight of pure gold and EGR is returning
pure gold to the client less the 2% hold back.

67. As noted in the CRA’s Issue Sheet 2, GST/HST Policy Statement P-221
("P-221") states that the CRA will consider two properties to be properties of

a particular class or kind if they meet all of the following criteria:

. they are similar in their constituent materials and general
appearance; -

. they have the same primary end-use;

. they have been subject to a similar level of processing or refining

where applicable, and

. they are capable of performing the same primary functions.

2 Even in instances where EGR's client is not a GST/HST registrant, the GST/HST collectible by EGR
should be reduced by the value of the unrefined gold “traded-in” by the client pursuant to subsection 153(4)

of the ETA.
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68. P-221 contains a number of sample rulings. For example, it was explained
that subsection 153(3) would not apply to an exchange of wood chips of logs
because although they are both made of wood fibre, they have different end-
uses. However, P-221 also describes a situation in which one registrant
agrees to trade 9,000 litres of high octane gasoline for 10,000 litres of low-
octane gasoline, both of which have the same market value. The sample
ruling concludes that the properties will constitute properties of the same
class since they are both made up of similar chemical constituents, have the
same primary end-use and have been subject to similar levels of chemical
processing. By analogy, EGR receives a supply (i.e., the pure gold content
of unrefined gold) in exchange for property of the same class (i.e., the pure
gold of refined grain gold). In this regard, the items provided to EGR and
returned to the clients are made of the same constituent chemical element
(gold). Moreover, pure gold is fungible. The fact that the unrefined gold
contained impurities is irrelevant as the impurities did not detract from the
value of the gold provided by the client to EGR. In the minds of the parties
(i.e., EGR and its clients) the exchange was sﬁnply gold-for gold and the
statutory test (under paragraph 153(3)(a) ETA) is met.?

Practical Considerations
69. Itis important to note that EGR is only a single participant in the gold

refining industry and that its GST/HST obligations are impacted by the

actions of the parties that it is transacting with. Specifically, to the extent, it

5 To the extent that Policy Statement P-221 restricts the ambit of the statutory provision, CRA cannot
legally rely on it.
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is acquiring unrefined gold from its clients, it would be entitled to claim
input tax credits to recover the GST/HST payable thereon. In this regard, the
CRA confirmed in its letter to EGR dated June 29, 2007 that it audits to net
tax such that any applicable input tax credits would be allowed when
assessiné GST. | |

70. With regpect to its transactions with its clients, given the fact that in many
cases EGR will provide pure gold bars or cash when the client delivers
unrefined gold to its premises, EGR would actually be in a refund position
as, based on the CRA’s position with respect to these transactions, the
consideration payable for its purchases of unrefined gold would exceed the
consideration received for its alleged sale of grain gold under the CRA's
theory of barter transaction.

71.  Given the integration between the various participants and the fact that there
is no revenue loss to the Fisc. arising from EGR’s transactions as EGR
would be able to claim input tax credits to the extent it is charged GST/HST
and its GST/HST registered clients should be able to claim input tax credits
to recover GST/HST charge& to them by EGR, it is not fair nor proper for the
CRA to audit and assess only EGR without considering the other industry
participants,*®

72. More importantly, as this submission demonstrates, the adjustments raise
fundamental questions of legal in_terprétation and tax policy that affect the

industry as a whole. Accordingly, proposing an assessment before these

% As noted earlier, to the extent EGR’s clients are unregistered, the GST/HST collectible would be reduced
by the value of the unrefined gold “traded-in” by EGR’s client.
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legal and policy questions are answered is really "putting the cart before the
horse" in addition to putting EGR in a competiti.ve disadvantage. |
Accordingly, EGR requests that the present matter be sent out to CRA's
Headquarters for a thorough review at the industry-level in the event that the
Audit function of the CRA intends to maintain any part of the proposed

adjustments.

CONCLUSION

In this submission, EGR has demonstrated that the CRA's adjustments proposal is wrong.
In particular, there is no basis (factual or legal) for the CRA's assertion that EGR "sold
scrap gold" to JM; the CRA having conflated the transactions between the parties and, as
a result, mischaracterized them.

Also, EGR's transactions should not create the tax consequences proposed by the CRA
when the applicable provisions (namely, the definition of precious metal and the
subsection 153(3) rule) are interpreted properly or as a practical matter, if the CRA were
to audit to net tax.

At the end of the day, ‘one can seriously question what the CRA is really attempting to do
to EGR. In particular, aftempting to exact transaction costs of 13% on EGR's business
while its gross profit is less than 2% defies any logic and common sense. While there
could be some technical questions surrounding industry practices in the gold industry,

these ought to be examined across the industry, and from a legal and policy standpoint

first and foremost.
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l * Canada Revenue  Agence du ravenu
Agency du Canada

January 26, 2012

Jacques Bemier

Principal

Baker & McKenzie LLP

Brookfield Place, Suite 2100

181 Bay Street, P.O. Box 874
Toronto, Ontario, Canada M5J 2T3

Toronto Centre Tax Services Office
Audit Division

1 Front Street West, 4™ Floor
Taronto, Ontario

M5J 2X6

Dear Mr. Bemier:

Further to our meeting and our correspondence, attached are copies of two
fact sheets for the issues under audit. The first relates to “Supplies of Scrap
Metal to Johnson Matthey Ltd.” and the second relates to “Grain Gold Barter
Transactions”.

They outline the facts we are relying on to obtain advice from CRA,
Headquarters.

Please review and advise of any errors or omissions.

Thank you for your assistance.

Sincerely,

P. Northey, B. ., CMA
Assistant Director-Audit
Toronto Centre Tax Services Office
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Baker & McKenzie LLP
Barristers & Solicitors
Brookfield Place
BayANellington Tower

181 Bay Street, Suite 2100
Toronto, Ontario M5J 273
Canada

Tel: +1 416 B63 1221
Fax; +1 416 863 6275
www.bakermckenzie.com

March 29, 2012

BY COURIER
Ms, Lise Potvin Reply to:
Di Jacques Bernier
irector _ (416) 865-6903
Sales Tax Division Jacques.Bernier@bakermckenzie.com

Department of Finance
L'Esplanade Laurier
140 O'Connor Street
Ottawa, ON K14 0G5

Dear Ms. Potvin,

Re: HST Implications in the Gold Industry

[ am writing to you in the context of the review of the gold or precious metal industry that
your Department is presently conducting in concert with the Canada Revenue Agency
("CRAH).

As you may already be aware, since 2004 Express Gold Refining Ltd. ("EGR") has been
the subject of continuing audit activities by the CRA. The audit by the CRA has raised
serious issues regarding the interpretation and fair administration of the GST/HST
legislation. In addition, the CRA's positions developed to date, if maintained, will have
the obvious but unfortunate consequence of increasing the risk of further tax evasion in
an industry where fraudulent practices have already been identified (and prosecuted).

Over the years, LGR has always distanced itself from illegal practices and, in fact,
cooperated with the tax authorities. In an effort to assist you with your review and ensure
you have a complete understanding of the industry practices, EGR offers you all the
assistance you need or may require. In particular, we thought it would be uscful to share

with you the key documents we have exchanged with the CRA. For that purpose, please
find enclosed copies of:

a) Reassessment Proposal Letter from the CRA to EGR dated March 14, 2011;
b) Submission to the CRA {and covering letter) dated July 15, 2011;
¢} Executive Summary (and covering letter) dated November 9, 201 1;

d) Letter from the CRA dated November 15, 2011,

Baker & McKenzie LLP, an Onlario limited liability parinership, is a member of Baker & McKenzie International, a Swiss Verein
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e) Letter to the CRA dated November 21, 2011;
f) Letter from the CRA dated Jannary 26, 2012; and
g) Letter to the CRA dated February 3, 2012, (and attachments).

We are at your disposal to meet with you and provide you with any information you may
require. We will contact you shortly in this regard.

Yours very truly,

BAKER & McKENZIE LLP

Jﬂ.b\l LD Ll 1]
JB/jl
Encls.

cc: Mr. Rainer Nowak
Senior Chief, Sales Tax Division
Tax Policy Branch
Department of Finance Canada

M., Atef Salama
General Manager
Express Gold Refining Ltd.

Mr, Danny Cisterna

Partner, Indirect Tax
Deloitte & Touche LLP

TORDMS-#734493-v1
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BAKER & MCKENZIE Baker & McKenzie L{Js
Barristers & Solicitors

Brookfield Place

131 Bay Street, Suite 2100

P.O. Box 874

Toronto, Ontaric, Canada MAa) 273

Tel: +1 416 363 1221
Fax: +1 416 B63 6275
www bakernet.com

Asia Reply to:
Pacific Jacques Bernier
Bangkuk +1 418 865 6903

Bejing Jjacques. bernier@bakermckenzle.com
Hanni

Ha Chi Minh City

Hang Kong

Fakartn BY HAND

Kuala Lurnpur

Mariila

Welhoume

Shanghal

Singdapore NOVCmber 9, 2011
Syincy

Taipe

Tokyo Ms. Patricia Southey
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Yours very truly,

BAKER & MCKENZIE LLP
Jacques/Bernier

JBAI

Encl.

c Atef Satuma
Express Gold Refining Ltd.

Danry Cisterna / 1.]. Lefebvre
Deloitte & Touche LLP

Randy Schwartz
Baker & McKenzie LLP

Jim McNamara

Barbara Sunsome

Joe Tucei

Robert Badinda

Canada Revenue Agency
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SUBMISSION TO THE CANADA REVENUE AGENCY ("CRA") REGARDING
1TS PROPOSAL DATED MARCH 14, 2011 FOR ADJUSTMENTS TO THE
GST/HST ACCOUNT OF EXPRESS GOLD REFINING LTD. ("EGR")

EXECUTIVE SUMMARY"

1. EGR is a family-owned company that is engaged in the business of refining precious
metals, principally goldl. Generally, the clients bring to EGR's premises their gold
articles such as jewellery and dental gold grindings to have them refined so that their
pure gold content can be recovered. For that purpose EGR first melts the articles into
a homogeneous bar and then assays the bar to determine its pure gold content. The
next step in the process is the actual function of extracting the precious metal and
transforming it into grain gold or gold bars. Historically, EGR performed this
function in house. However, EGR now engages the refining division of Johnson
Matthey Limited ("JM") to perform that function. JM is an arm’s length party and
one of the largest precious metal refiners in Canada. (EGR also obtains precious

metal trading services from JM’s trading division.)

2. On March 14, 2011, CRA proposed to assess EGR as follows for the reporting
periods from June 1, 2008 to August 31, 2010:

1. Uncollected GST/HST of $11,508,419 on what thc CRA alleges are "sales of
scrap metal” by EGR to JM; and,

2. Uncollected GST/HST of $1,552,144 on what the CRA alleges are taxable
sales of grain gold by EGR to its clients (i.e., jewellers, wholesalers and

manufacturers) as part of a barter transaction between the parties.

"This is an executive summary of the submission dated July 15, 2011 made by EGR further to the CRA's
adjustment preposal dated March 14, 2011. For a more comprehensive analysis of the matter, reference is
to be made to the July 15, 2011 submission.

! For greator cortainty, references to gold in this summary contemplate other precious metals. In addition to
its refining activities, EGR buys and sells precious metals through precious metal future contracts and
hedging transactions.

TORDMS-#677519-v1
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The subject transactions with JM are not "sales of scrap metal”

3. The premise for the CRA's proposal to assess the transactions involving JM is that
title and ownership of "scrap metal" passed from EGR to JM "upon delivery and
payment of the advance". However, there is no basis for this position. In fact, it
contradicts the intention and conduct of the parties as evidenced by the
documentation gencrated by the parties and EGR’s own accounting and income tax
trcatment of the transactions.? That is, EGR retains ownership of the pure gold
content of the unrefined gold throughout the refining process. The only sales of gold
by EGR to JM take place after the gold has been refined. In these cases, the gold sold
by EGR is in the form of pure gold bullion, and is thus not subject to tax.’

4, The arrangement between JM and EGR is in the nature of a consignment. EGR owns
the pure gold content of the unrefined gold shipped to JM until EGR either transfers
the refined gold from its metal account to its trading account for future sale or
requests that JM return its refined gold in physical form. EGR's gold holdings are
recorded in its metal account maintained by JM. Wherc EGR requests the return of
its gold, it receives the gold as pure grain gold or pure gold bars and the quantity of
gold in its metal account is reduced accordingly. When EGR wishes to sell gold from
its metal account, it transfers the gold from its refining account to its tradmg account
and sells the pure gold bullion to JM who, in turn, sells the pure gold bullion to banks
or on a commodities exchange. The sale of the pure refined gold by EGR to M is a
supply of a zero-rated financial scrvice as the supply is made by a person on whose

behalf the precious metals wcre refined.

5. The earlicr advance of gold by JM to EGR is a financing/security transaction for
which in fact JM receives a financing fee for making the advance. The advance is
based on an estimate of the pure gold content of the unrefined gold delivered by EGR
to JM for refining and is credited to EGR's metal account. The advance effectively

gives EGR financing of approximately 95% of its gold holdings while the gold is

2 BGR understands that JM’s accounting and income tax treatment of the transactions is consistent with its
OWI,

3 Such sales are zero-rated pursuant to section 3 of Part IX in schedule V1 of the Excise Tax Act (Canada)
(the "ETA").
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being refined at JM's premises. By asserting that tax is payable on the advance, the
CRA has mistakenly conflated the delivery or consignment of refined gold by EGR
and the accompanying credit (or advance) to EGR’s metal account by JM into one
transaction (i.e., a sale of scrap gold) that never took place. The CRA cannot recast
the transactions entered into by partics dcaling at arm’s length, which transactions are
evidenced by the contemporaneous documentation, the books and records as well as

the income tax filings of the parties.

6. The refining arrangement between JM and EGR involves the provision of services by
JM to EGR. EGR does not sell "scrap gold". However, once its gold is refined, EGR
may sell the refined gold to JM.

7. Itis important to note that even if the CRA were correct in its position (which is
denied), the transactions would have no impact on the Fisc since JM would be able to
rccover any GST/HST payable to EGR by way of input tax credit ("ITC"). Therefore,
the CRA's position is effectively a punitive measure on a party that has no reason to
believe that it was not accounting for GST/HST in compliance with the ETA. EGR
has always complied with the ETA and fncome Tax Act and takes its tax
responsibilities and obligations very seriously. In fact, EGR has always been
cooperative with the CRA and in the past has assisted the CRA in enforcing the
provisions of the ETA against third parties. The potential end result in the CRA's
position is to exact a 4% "interest”* from EGR in these circumstances, which makes

the March 14, 2011 proposal not only incorrect but improper.

The transactions with EGR’s clicnts do not attract tax

8, While the transactions between EGR and its clients are conceptually similar to those
betwecn EGR and JM, it is the CRA's view that EGR and its customers engage in
barter transactions whereby EGR is making taxable supplies of grain gold fo its

customers and its customers are making taxable supplies of “scrap metal” to EGR.

* Pursuant to the CRA's policy on "wash” transactions, see GST/HST Memoranda Scrics, Chapter 16,
Section 16.31 Reduction of Penalty and Interest in Wash Transactions Situations.
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9. However, to the extent the CRA considers EGR to be making sales of "grain gold" to
its customers, such supplies should be treated as supplies of "precious metal”, In this
regard, the grain gold is (i) identified as being produced by JM, a globally-recognized
refiner and assayer; (ii) contained in a bag showing the purity (99.9%) and weight;
(iii) tradeable and has a readily identifiable value; and, (iv) commonly used in the
industry as a financial instrument in the same manner as bars. That is, based on the
definitions of "precious metal" and "financial service" in the ETA when these terms
are properly interpreted in light of their text, context and purpose, GST/HST should
not be exigible on the supply of grain gold by EGR.

10, Alternatively, GST/HST should not apply to the transactions by virtue of subsection
153(3) of the ETA as the transactions between the parties involve the exchange of
properties of a particular class or kind (i.e., pure gold, which is a fungible good).
Specifically, EGR is acquiring pure gold (i.e., the pure gold content of unrefined
gold) in cxchange for pure gold (the pure gold content of refined grain gold) and the

transaction price is determined by the amount of pure gold acquired by EGR.

The implications of the CRA’s proposal are too far-reaching thereby making it

1mproper

11. The proposed assessment of EGR is for GST/HST in excess of $14 million for a 27-
month period. EGR earns approximately $1.5 million per year in revenue for all its
operations which include the refining business.” Although the volumes (and
corresponding value) of gold in question are high, EGR's gross revenue from its
refining business is low relative to these volumes, that is less than 2% of the value of
the gold being refined.® Accordingly, any assessment proposal seeking to assess a
13% tax (or 5% for the carlier period) on transactions for which EGR earned less than
2% is (in addition to being contrary to the law and facts) illogical, patently

unreasonable and fundamentally punitive.

5 This revenue also comes from EGR's trading activities of pure gold, which is zero-rated for GST/HST
purposes and not the object of the CRA's proposcd assessment. The margins earncd from those trading
activities are approximately 0.1%.

¢ The 2% is to account for loss in the refining process, error margin in the assay and gross profit,
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12. Fundamentally, GST/HST is not a tax on fransactions, capital (or inventory) or on
income but a tax on the "value added". It is supposed to be administered with an cven
hand and seamlessly so that the supply chain can function. If the CRA has issues
with the gold industry, it should not single out EGR but look at the industry as a
whole taking into account its current and historical practices. Otherwise, it puts EGR
at a competitive disadvantage thereby making the CRA's actions in this case an

improper exercise of authority.

13. More importantly, the ETA contains numerous rules that are tailor-made for specific
industries. If for any reason there is a perception that the general rules should not
apply to the gold industry, then specific rules should be put in place legislatively and
not by isolated administrative actions. Fundamental fairness also dictates that any

such rulcs apply prospectively and not retroactively.

14. The above is also in line with established principles requiring certainty and
predictability in tax matters. In the present case, the CRA's actions have gone in
opposite directions with overt inconsistency. Notably, the CRA has already
performed a thorough review of EGR which began in 2003 and resulted in a major
assessment proposal in 2006. However, following submissions by EGR, no
adjustments were made. Further, through the Attomey General of Canada, the CRA
took a diamctrically opposed view to its current asscssment propo{sal in litigation in
the Tax Court of Canada involving a former client of EGR. Such inconsistency

underscores the need for an industry review at a high level.

15. But there is more. Coupled with the current assessment proposal, the CRA's other
actions have been particularly perverse vis-a-vis EGR. In particular, the CRA
continues to withhold EGR's ITC refunds properly claimed on its payments of
GST/HST to its clients and suppliers. Not only are these actions contrary to the
CRA's obligations and taken for no proper reason, they are causing severe financial
hardship on EGR’s business and impacted the health of its owner. This relentless

pursuit of EGR that began in 2003 cannot continue,
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Ironically, the CRA's proposal increases the risk of tax leakage and tax fraud. In fact,
given the CRA’s recent experience with fraud in the gold industry, which primarily
involved suppliers who collected but failed to remit GST/HST, it is to the CRA's
benefit that subsection 153(3) of the ETA apply to the transactions between EGR and
its clicnts. That is, the CRA's proposal contemplates the collection of GST/HST by
large numbers of businesses, which complicates the administrative process for the
CRA and increases the risk of tax leakage. As each of the parties would be able to
recover the GST/HST payable by way of ITC, there is no financial benefit to the CRA

in not applying subsection 153(3) to these transactions.

Conclusions

17.

18.

Serious issues about CRA's proposal were raised in the July 15 submission. They go
beyond a challenge at the mere technical level and concern the interpretation of tax
legislation, tax policy and the proper administration of the ETA. They affect not only
EGR but the industry as a whole. At the end of the day, even if the CRA's position
regarding EGR's client transactions were to prevail, EGR would be in a refund
position as it would not be required to charge GST/HST when it returns money or
gold bars to its clients in exchange for "scrap gold" but would pay GST/HST to its
clients for the "scrap gold". In the circumstances, one inay reasonably ask what the
CRA is setting out to accomplish through its proposed assessment and withholding of
EGR’s ITC refunds.

Accordingly, EGR rcquests that you vacate the proposed assessment. If you are not
prepared to vacatc the proposed assessment, EGR requests that the present matter be
sent to the CRA's Headquarters for a thorough review at the industry level before any
assessment is issued in order to resolve thesc issues in a manner that recognizes and
scrves the interests of all of the stakeholdcrs. In the meantime, EGR demands that all
of its ITC refunds that are currently being withheld be released immediately and that

further refund claims be processed in the normal course.
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SUBKECT:  Express Gold Refining Inc.—BN 138557095 RT000)

Thank you for your memorandum of October 25, 2011 addressed to Mark Trenton of the Toronto
Centre GST/HST Rulings Centre wherein you are requesting our views on the tax status of
certain transactions with respect to gold refining services and supplies of gold.

All legislative references are to the Excise Tax Act (ETA) unless otherwise specified.

DOCUMENTS RECEIVED

You have provided the following documentation with your request:

T2001{00)

Canada Revenue Agency’s (CRA) Proposal Letter dated March 14, 2011 (Appendices
1.1 through 1.3) and Issue Sheets (Appendices 1.4 through 1.10)

Excerpt of Johnson Matthey Limited - Standard Terms and Conditions (Appendix 2.36)
(herein referred to as “Standard Terms and Conditions™)

Submission from Express Gold Refining Inc. (EGR) re: your Proposal Letter

(Appendices 2.! through 2.64)

CRA Drafi Final Letter dated August 5, 2011 re EGR’s Submission (Appendices 3.1

through 3.6)

THIS INFORMATION 1S FOR INTERNAL USE ONLY/
CETTE INFORMATION EST POUR USAGE INTERNE SEULEMENT
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In addition, we have reviewed the Submission from Baker & McKenzie of April 2, 2012,
including its enclosed copics of the following documents: '

o CRA's Proposal Letter dated March 14, 2011
o Submission from Baker & McKenzie dated July 15, 2011 re CRA’s Proposal Letter

» Executive Summary from Baker & McKenzie dated November 9, 2011 re CRA’s
Proposal Letter

o CRA letter from Audit dated November 15, 2011 in reply to July 15, 2011 submission
from Baker & McKenzie

o Letter from Baker & McKenzie dated November 21, 2011
o CRA letter from AD Audit dated January 26, 2012 re audit issues
« Reply from Baker & McKenzie dated February 3, 2012 re CRA letter from AD Audit

On July 30, 2012, Vance Smith and Wayne Mousseau of the GST/HST Directorate, Compliance
Programs Branch; Ivan Bastasic, Dawn Weisberg and William Parker of the Financial
Institutions and Real Property Division, Excise and GST/HST Rulings Directorate, Legislative
Policy and Regulatory Affairs Branch met with the Atef Salama, General Manager of EGR,
EGR’s legal representative Randy Schwartz from Baker & McKenzie LLP and EGR’s

" accounting representative Danny Cisterna from Deloitte & Touche LLP, as well as
representatives of Johnson Matthey Limited (JM), Dave McGregor and Greg Del.azzari. The
infonnation provided at that meeting has also been considered.

Further, on November 16, 2012, a Discussion Notes document was received from Danny
Cisterna of Deloitte & Touche LL.P and its contents has been considered.

FACTS/BACKGROUND INFORMATION

1. EGR is a Canadian corporation registcred for GST/HST purposes under the above BN and is
engaged in the business of refining unrefined metal received from its clients, principally
gold, as well as buying and selling precious metal mostly through precious metal future

contracts and hedging transactions.

2. When EGR receives metal for refining from its clients it is usually in the form of jewellery,
dental gold grindings and gold dust particles.

3. During our meeting, it was stated that EGR may purchase a mix of gold jewellery from its
clients before any refining service—i.e. the client will sell the material containing gold to .
EGR for a negotiated price. For example, if the gold content is known (e.g. as 10, 14, 18, 21,
22 carat gold) then the gold may be purchased by EGR as is, usually bagged. EGR pays
GST/HST on these latter items.

4. For metal not purchased by EGR from its clients, EGR undertakes melling, assaying, and

refining/separation of the client’s gold from the other metals in the course of the refining
process. Melting is the first step and it involves amalgamating all of the metal brought in by
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client into a homogeneous bar (ofien referred to as an “ingot™). At this point the client may
receive the ingot and pay for the melting services provided by EGR. Othenwise, since EGR
has not purchased the mela) from the jewellers / collectors (i.e. the clients), the client gets a
receipt from EGR with the client’s name and the weight of the bar and the next step in the
refining process is undertaken.

. The next step is the assaying of the melal that determines the metal content of the ingot. The
assaying may be by fire, x-ray, wel acid, spectrum analysis, or acid/stone testing. Each
method varies in the degree ol accuracy; the fire assay method has been used as the industry
standard and is the most accurate. However, the fire assay method is time consuming and
generally has been replaced by the x-ray analysis method. The x-ray analysis method
provides accurale results with an error margin of +/- 0.20% and can be completed in 60
seconds. A client who chooses the x-ray analysis method from EGR will receive a written
report showing the breakdown of all the metals (e.g. gold, copper, zinc, elc.) in the client’s
ingol. At this point the client can lake ils ingot and have it refined elsewhere; if so, EGR

invoices the client for melting and assay services.

. Afer assaying, the ncxt step is the refining step when the gold is separated from the other
metals. EGR has engaged JM to provide the refining services on EGR’s behalf. This step
takes several days to complete and the ingots are specifically tracked.

. To facilitate the refining by JM, EGR ships the ingots (of various clients) made by EGR to
JM with a packing slip indicating the number of bars, weight and estimate of the percentage
of the bars’ gold content based on EGR's assays. The packing slip indicates the date and a Jot
number identifying the shipment.

. Upon receipt of the shipment by JM, JM inspects and weighs all of the malerial received
from EGR and provides an “Acknowledgement” containing the following:

a) A description of the bars received,;

b) The bars’ weight as measured by EGR and JM;

¢) The Lot Number assigned to the shipment by EGR;

d) The reference number assigned by JM which ensures that JM maintains strict control over
the refining process and allows JM to generate the necessary documentation relating to
the particular bars and track them through the refining process;

e) EGR’s metal account to which the gold metal amount will be assigned;
f) The method by which the bars were delivered (e.g. courier); and

g) The proposed Final Settlement Date.

h) A note stating “Payable metal(s) will, unless otherwise instructed, be credited to your
metal account on the Final Settlement Date, or, if applicable, on the Preliminary
Settlement Date, provided all assays are completed and, if required, accepted by both
parties.”

. JM performs an independent assay and obtains a preliminary result regarding the gold, silver
and platinum metal content of the bars received from EGR. JM may credit EGR’s metal
account at EGR s request with a quantity of gold equivalent to 95% of the gold content in the
bars. This credit is an advance of gold and is always made to EGR"s metal account.
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10. The metal account represents the quantity of gold (and silver and platinum metals as the case
may be) in troy ounces that is provided by EGR 1o JM for refining. The account is also
referred to as a consignment account indicating the amount of gold received from EGR and
stored at JM’s facility in gold form and an equivalent amount of which may either be for
future sale by EGR or for return to EGR.

11. Subject to the provisions dealing with Early Settlements in the Standard Terms and
Conditions, no transfer of ownership or title to the gold from EGR to JM (or any other
person) takes place until after Final Settlement. Similarly, all risks of ownership, including
risk of loss/profit due to market fluctuations, of the gold in EGR’s metal account remain with
EGR. Unti! Final Settlement, the status of the bars is tracked by JM. The metal accounts are
akin to brokerage accounts in that they show EGR’s metal holdings with JM.

12. When JM advances EGR metal to EGR’s metal account, JM charges a fee o EGR for the
advance based on prevaiting interest rates. Upon making the advance, JM will issue an
Invoice and Metal Credit (IMC) to EGR indicating the advance. The IMC notes that the
Early Settlement fce is due on the invoice date.

13. The following terms are defined in paragraph | of the Standard Terms and Conditions:

“Contract” and “Agreement” and “Quolation™ means the document including all appendices, for the
Services to which these Conditions are included or attached and form a part thereol.

“Early Settlement” means the future date of return {o you of a portion of the Reunmable Metals at
additional cost and prior to the Final Settlement Date.

“Final Settlement™ and “Final Settlement Date" and “Metal Availability Date” means the future date of
retumn to you of Retumable Metals based on completion of final assay's.

“Retumable Metals" and “Recoverable Metals™ means the metals to be returned to you following
completion of the Services, in accordance with your Contract.

“Services” means the services to be provided by us to you under the Coniract.

14. The term “Customer” and “Refiner” in the following excerpts of the Standard Terms and
Conditions refer to “EGR” and “JM” respectively. Paragraphs 16 and 17 of the Standard
Terms and Conditions describes the Early Settlement and Sale arrangements:

16. Early Settiement. (f agreed, the Refiner may at a future date, calculated in Working Days from the
date of receipt or representation of the Material a1 the Refinery, credit a portion of the Returnable
Metals(s). expressed as a percent of the total, to the Customer’s metal account at the Refinery prior to
Final Settlement. This will incur an additional cost which, unless otherwise agreed, shall be the
Refiner’s customary charge in effect on the date of receipt or representation, as applicable. The
Customer agrees and acknowledges that, in the event of an Early Seltlemeni, they will no tonger have
claim, right, title, or ownership in or to the Material that remains in the refining process at the time of
the Early Settlement, up 1o the amount of the metal(s) miade available to the Customer as a result of
such Early Sertlement. The Customer will indemnify and hold the Refiner harmless from any claims
by any person in or to such Material which is inconsistent with the foregoing Early Settlement terms. In
the event that the amouat of metal(s) made available to the Customer on the date ol Early Settlement is
greater than the amonnt of Returnable Metal(s), the Customer shall be liable to the Refiner for the
excess metal(s) retumed, the value of which will be determined based on the published London prices

on the date of Early Seftlement.
17. Sale to the Refiner. On or after the Metal Availability Date, the Customer may elect 1o sell the

Returnable Metals to the Refiner at a mutually agreed price. The Customer shall confirm each pricing
instruction in writing to the Refiner one Working Day in advance of the date on which such pricing is to




15.

16.

17.

19.

be executed. The Refiner shall effect payment two Working Days after pricing and shall deduct its

agreed charges Irom each payment made.
Once JM completes the assay, JM sends a centificate of analysis showing the results to EGR;
this provides a final determination of the metal (gold) content of the “ingots” received by JM
and requires adjusting the accounts between JM and EGR further to the issuance of a final
IMC.
To complete the transaction, JM issucs a final IMC to EGR detailing the transfer of the gold
content to EGR's metal account as well as charges incurred for the services performed by
JM. The final IMC specifies the treatment, assay and refining charges in respect of the
“Ingots” sent by EGR to JM.
The IMC sets out the total amount of gold credited to EGR’s metal accounts in troy ounces
along with the amount of the Early Settlement with a reference to the Carly Settlement IMC.
The IMC also contains a summary showing the weight of the gold in EGR’s account carried
forward, the amount of gold in the particular lot previously advanced by JM to EGR, and the
amount of gold added to EGR’s account at Final Settlement and the new balance in the metal
account.

EGR has options with respect (o the refined gold in its metal account with JM:
a) EGR may request that JM return the gold (in thc form of bars or grain);
b) LEGR may sell the gold to JM;
¢) EGR may retain the gold in its metal account with JM; or
d) EGR may ask that the gold be transferred to another person.

When EGR uses option a), EGR’s metal account is reduced by the weight of gold retumed.
JM charges a manufacturing fee for making EGR’s gold into the form requested except when
the gold is made into 100 or 400 troy ounce gold bats.

Under option b), JM provides trading services to EGR where EGR enters into futures or
hedging contracis both buying and selling gold using JM’s trading depariment. To
accomodate the sale of gold, EGR asks JM to transfer the ounces of EGR’s gold from its
metal account to EGR’s trading account. EGR then sells that gold to JM who then resells the
gold on the market, usually in the form of 400 troy ounce gold bars; EGR only sells gold to
JM in purity and form acceptable as a precious metal for GST/HST purposes and does not
sell gold grain to JM.

Where EGR requests that the gold in its metal account be transfesred to another person’s
account, EGR will have supplied gold to that other person, in 99.99% gold bar form.

EGR only sclls gold to JM in 99.99% gold bar form. The gold sold is in a form ready for
trade (e.g. a “Good Delivery Bar”) to another person such as a bank. In these cases, JM
issues a bullion purchase invoice showing a credit to EGR’s bank account for the gold sold.

This invoice shows the weight of the gold sold in troy ounces, the price per troy ounce and
the total amount paid by JM to EGR.
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Transactions between EGR and its clients

20. As stated in Fact 3, EGR occasionally buys gold from its clients albeit as scrap (whether
jewellery or other forns) that contains gold; accordingly, EGR may have paid GST/HST on

some of these purchases.

21. In a manner similar to JM advancing EGR gold metal, historically EGR would advance its
clients 90% of the value of the estimated gold content in the clients’ metal received by EGR
for refining. This advance to EGR’s clients was in the form of money or refined gold. Uf the
advance was in refined gold, the purity is 99.99% and the form may be bars of different

weight, casting grain or gold grain.

22. EGR’s client may choose (o wait for settlement from JM, possibly requesting an accounting
and asking EGR to deliver the shortfall or difference in gold (in addition to the 90%
advance), subject to paying EGR a refining fee. In these cases, EGR only returns 98% of the
value of the gold, holding back 2% to account for loss in the refining process, error margin in
the assay and EGRs gross profit.

23. When the transactions involve supplying clients with gold in bar or grain form subsequent to
the refining of the client’s metal, EGR returns an equivalent amount of gold to the client. In
these cases, EGR completes a “Record” document showing the client’s name, telephone
number, date, the weight and gold content percentage of the gold metal received from the
client, the weight in grams of refined gold in the gold metal received, the weight in grams of .
refined gold returned to the client and its value. If the gold is in bar form, the bar number will
also be noted on the Record. The Record is provided with the refined gold returned to the

client.
Audit’s position

Audit has indicated that based on the wording in the Standard Terms and Conditions it appears
that EGR has made taxable supplies of scrap gold to a refiner, JM in this case, before such scrap
was refined into pure gold. Specifically, that title and ownership of the scrap gold passed before
the commencement of the refining process, and as such, EGR was required to collect and remit
tax on the supply of the scrap gold to JM.

Furthermore, Audit took the position that EGR made taxable supplies involving the provision of
gold grain in exchange for the scrap gold presented by its clients and, in respect of these
supplies, it was to remit GST/HST. Audit took the position that relief provided under subsection
153(3) for barter transactions between registrants did not apply to these transactions, as the
properties exchanged by the parties were not of the same class or kind as required by this

provision.

Registrant’s position

The position taken by EGR is that the gold was only sold to JM after JM had refined it on EGR’s
behalf, and as such, taxable supplies by EGR relating to these sales of refined gold were zero-

rated.




Furthermore. the position of EGR is that where the transactions with its clients involve supplying
refined gold in the form of gold grain the transaction is a supply of an exempt financial
instrument and, further, that under section 153 no tax is exigible,

ISSUES RAISED

We have been asked to provide our views on the following:

1. What transactions between EGR and JM, and EGR and its clients, are subject to GST/HST
and when docs it apply?

2. Does subscction 153(3) apply to relieve tax on the transactions between EGR and JM or
EGR and its clients?

OUR COMMENTS

Our comments are based on the facts and background information described above. Supplies of
financial services are exempt under Part VII of Schedule V unless they arc specifically listed as
zero-rated under Part IX of Schedule V1. A financial service often involves a transaction relating

to a financial instrument or moncy.

For example, paragraph (d) of the definition of financial scrvice in subsection 123()) includes
the transfer of ownership of a financial instrument.

The definition of a financial instrument in subsection 123(1) includes a “precious metal”. A
precious metal is defined in that same subscction to mean “a bar, ingot, coin or wafer that is
composed of gold, silver or platinum and that is refined to a purity level of at least

(a) 99.5% in the case of gold and platinum, and
(b) 99.9% in the casc of silver;”

In this context, it is the CRA’s position that a bar, ingot or wafer at the required purity level must
be gencrally recognized and accepted for trading on Canadian financial markets in order to be
considered a “precious metal™. Typically, these products will bear markings that indicate the
purity level of the metal and have an identification mark of the issuing financial institution or
company. With respect to a “coin”, only thosc coins that are at the required purity levels and that
have been issued by a government authority and that may be used as currency would qualify as a

“precious metal”.

The definition of a Zero-rated supply is a supply that is included in Schedule V1. Section 3 of
Part IX of Schedule VI zero-rates a supply of a financial service that is the supply of precious
metals where the supply is made by the refiner or by the person on whose behalf the precious
metals were refincd. This section provides that the first supply of a refined precious metal

meeting the purity and form requircments as sct out in subsection 123(1) is a financial service

and is zero-rated.

158




1. What transactions between EGR and JM, and EGR and its clients, are subject to GST/HST
and when does it apply?

EGR purchases of scrap gold

When EGR purchases scrap gold from other persons, EGR is required to pay tax if the sale is a
supply being made by a registrant in the course of a commencnal activity. EGR would be entitled
to claim an input tax credit (ITC) in respect of such acqmsmons provided the conditions in

section 169 are met.
Supply of refining services by EGR

When EGR provides an assaying or refining service only to a client (i.e. the client retains
ownership of the gold content) it is required to charge and collect tax in respect of the supply of

services.,

GST/HST treatment of sales of refined gold

The supply by way of sale of a melal, in the course of a commercial activity, that does not meet
the conditions of the definition of a “precious metal” for GST/HST purposes is not considered to
be a supply of a financial instrument, but rather a supply of property other than a financial
instrument. The sale of gold that does not meet the definition of “precious metal”, if it has the
required purity level, but is not in the form of a bar, ingot, coin or wafer (for example, in forms
such as grain or altered (cut) bars, among other forms), is subject to GST/HST at the appropriate
rate on the value of the consideration for the supply.

Where gold becomes a precious metal for GST/HST purposes (e.g. Good Delivery Bars), after
the refining servnce supplied by JM, the first sale of the precious metal after refining by EGR or
EGR’s client’, as the case may be, (i.e. the person on whose behalf the precious metals were
refined), to JM or to other persons, will be a zero-rated supply pursuant to section 3 of Part 1X of
Schedule V1 and any subsequent sale of the precious metal generally will be an exempt supply.
For metals that do not become “precious metals™ for GST/HST purposes (e.g. gold grain), the
sale of such metals by EGR or EGR’s clients that are registrants generally will be subject to
GST/HST (i.e. not zero-rated) at the appropriate rate,

In summary, if EGR or EGR's client that is a registrant sells (directly or through JM) the gold
that was refined and is credited to its account in a form and of a purity level required under the
definition of precious metal for GST/HST purposes, that sale would be a sale of a precious metal
and zero-rated pursuant to section 3 of Part X in Schedule V1.

If, however, EGR or EGR’s client that is a registrant sells the gold that was refined and is
credited to its account in a form not meeting the requirements of the definition of precious metal

! We understand that any transaction made by a client of EGR 0 JM (or another third pasty) would be made by EGR
on behalf of its client since JM has no contract with EGR’s client. EGR would not be considered 1o have made a
supply to JM (or othier third paty) in this case.
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for GST/HST purposes, e.g. gold grain, the sale would be a taxable supply and subject to
GST/HST at the appropriate rate.

Early Settlements benween EGR and its clients

When EGR provides an Early Settlement to a client whose gold EGR has agreed to refine, no tax
is chargeable by EGR where EGR makes a payment of money to the client which is an advance.
In such cases EGR is providing an exempt financial service (advancing money). The fee for the
financial service, which is based on prevailing interest rates, is not subject to tax.

There is also an implied agreement at the time of the Early Settleincnt for a supply of gold to be
made by the client to EGR upon Final Scitlement, usually in the form of a precious metal. The
advanced money to the client is consideration paid by EGR for this future supply by the client to
EGR of a financial instrument—precious metal. Accordingly, GST/HST applies at the rate of 0%
on this consideration paid by EGR for the future supply of the precious metal. If, on the other
hand, gold to be supplied by the client to EGR will not meet the criteria of purity and form to be
a precious metal as defined for GST/HST purposes (e.g. gold grain, gold wire, etc.), the money
advanced by EGR would be consideration for a future taxable supply that is not zero-rated, and
the client should collect GST/HST from EGR at the time the money is advanced.

Where EGR advances physical gold to the client that is in “precious metal” form as defined for
GST/HST purposes, no tax would be chargeable by EGR on the supply of a *'precious metal” to
the client. However, where EGR advances gold in a form that does not meet the definition of
“precious metal” for purposes of the GST/HST (e.g. gold grain or gold wire), EGR must charge
and collect tax on this supply of gold at the time the gold is advanced.

Also, the future supply of gold grain or gold wire, that is not a precious metal, from the client to
EGR, would be a supply that is taxable at the appropriate rate of GST/HST, so that EGR’s client
should collect tax from EGR at the time the future supply of gold, that is not a precious metal, is
made. However, no tax would be chargeable by the client to EGR where the client is supplying
gold in the form of a “precious metal” to EGR.

The analysis of subsection 153(3) in the context of these exchanges of gold between EGR and its
clients is discussed below in our response to question 2.

Supply of refining services by JM

When EGR ships the metal in the form of an unrefined “ingot” to JM to be refined and EGR (or
EGR'’s client, as the case may be) maintains ownership of the gold content, there is no sale at that
point from EGR (or from EGR'’s client) to JM. There is, however, an agreement for the supply of
a refining service by JM to EGR for which tax should be charged and collected by JM.

Transactions between EGR and JM: Early Seltlements

When EGR elects to receive an Early Settlement from JM, if the Early Settlement is an advance
of money, there is no tax chargeable by JM, as this supply (i.. the advance of money) is a
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financial service. However, if JM advances physical gold to EGR, the transfer of gold to EGR
would constitute a supply. If the gold supplied counstitutes a “precious metal” as defined for
GST/HST purposes (i.e. in purity and form), this would be a zero-rated supply by JM as refiner.
If, on the other hand, the gold is not in precious metal form (e.g. gold grain, gold wire, etc.), the
supply of the gold would be taxable at the standard rate al the time the gold is advanced.

1f EGR supplies gold to JM from its account in exchange for the advance and where this gold is a
“precious metal” as defined for GST/HST purposes, no tax would be chargeable in respect of
that supply by EGR. The supply of a precious metal by the person on whose behalf the gold was
refined is a zero-rated supply for GST/HST purposes. If EGR were to supply gold to JM from its !
account in a form other than a “precious metal” for ETA purposes, this supply would be subject |
to tax at the time the gold is advanced. However, we have been advised that EGR only supplies

gold in “precious metal” form to JM.

In terms of the Early Settlement as consideration paid by JM to EGR, there is an agreement at
the time of the Early Settlcment for a future supply of gold to be made by EGR to JM, always in
the form of a precious metal. The gold or inoney advanced to EGR is consideration paid by JM
for the future supply by EGR (o JM of a financial instrument— precious metal. Accordingly,
GST/HST applies at the rate of 0% to the supply by EGR to JM under section 3 of Part IX in
Schedule VI, as the gold to be supplied will meet the criteria of purity and form to be a precious
metal as defined for GST/HST purposes, and the supply will be made by the person on whose
behalf the gold was refined. Therefore, no tax would be collectible by EGR with respect to the
advance, as it is consideration for a zero-rated supply.

The application of subsection 153(3) to these barter transactions is discussed below in our
response to question 2.

When JM charges a fee to EGR based on a percentage of the value of the gold advanced, if JM is
advancing physical gold there may be tax consequences. In this case, if JM as a refiner is
advancing gold that meets the definition of “precious metal™ no tax is chargeable by JM on this
supply, or on its fees. JM would, however, be required to collect tax in respect of gold advanced
that is not in the form of a “precious metal” (e.g. gold grain, gold wire, etc.), as well as the
related fee.

Transaction between EGR and JA: Final Settlement

When Final Settlement occurs and EGR has chosen nol to obtain delivery of the physical gold
from JM, and wishes to finalize the crediting of its metal account, a sale of a “precious metal”
occurs at that time by EGR to JM for the entire amount of ounces that is deducted from the
account. As per the Submission, EGR only sells gold to JM in “precious metal” form. Therefore,
where EGR finalizes the crediting of its metal account and sells gold in “precious metal” fonn to
JM as a result, tax is applicable at 0% on the value of the Final Settlement credited to EGR’s
metal account, since this would be consideration for the supply of a precious metal, which would
be a zero-rated supply pursuant to section 3 of Part 1X in Schedule VI.
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If EGR has chosen instead to obtain delivery of gold in bars or other forms, such as gold grain,
from JM afier the refining process, there is no sale of gold that occurs by EGR to.JM, because
the gold is being returned to the owner of the metal (i.e. EGR or EGR’s client, if the gold was

being refined on behalf of the client).

When does GST/HST apply?

Pursuant to paragraph 17 of the Standard Terms and Conditions, EGR may elect to sell the
“Returnable Metals” to the refiner (JM) at a mutually agreed price only on or after the “Metal
Availability Date”, which is the same date as the Final Settlement Date.

For GST/HST purposes, entering into an agreement constitutes a supply. and a prepayment of
consideration is subject 1o tax even if property has not yet been transferred. Tax is generally
payable on the earlier of the day the consideration is paid, and the day it becomes due. However,
where the value of all or part of the consideration is not ascertainable ou the day the
consideration is paid. then lax calculated on the value of that part of the consideration that is
ascertainable on that day is payable on that day, and tax calculated on the value of the
consideration that is not ascertainable would become payable on the day that its value becomes
ascertainable. These rules would apply to two sels of supplies: the sale of gold by EGR to JM,

and the gold advanced by JM to EGR.

In terms of the supply of gold by JM to EGR when there is an advance of gold by JM to EGR, a
supply of the gold advanced occurs on the day it is advanced, the Early Settlement Date. If the
gold is in a form that makes this supply a taxable supply (that is not a zero-rated supply) by JM
to EGR, GST/HST would be payable by EGR on the Early Settlement Date calculated on the
value of the consideration for the gold advanced on that day. The consideration for this supply
of gold by JM would be the commensurate reduction in the amount to be paid to EGR for gold
sold to JM by EGR on or after Final Settlement Date.

In terms of the supply of gold by EGR to JM, this supply occurs on or after the Final Settlement
Date. If the gold is in a form that makes this supply a taxable supply (that is not a zero-rated
supply) by EGR to JM, GST/HST would be payable by JM on or after the Final Settlement Date
calculated on the value of the gold. net of any Early Settlement amounts or advances that had
previously been paid to EGR, which, as early payments of consideration, would have been
subject to GST/HST on the Early Settlement Date, as discussed above under the hcading

“Transactions beiween EGR and JM: Early Settlements™

2. Does subsection 153(3) apply 1o relieve tax on the transactions between EGR and JM or
EGR and its clienis?

GST/HST Policy Statement P-221, Meaning of the phrase "a particular class or kind" as found
in subsection 153(3) of the Act (P-221), provides CRA’s views on the application of subsection

153(3).
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The criteria, as outlined in P-221, are not met where either gold grain, gold bars or scrap gold
are exchanged for gold in a different form, as the different forms of gold are not considered to be
similar properties of a “particular class or kind" for purposes of subsection 153(3). The
conditions of subsection 153(3) would be met, for example, where a gold bar is exchanged for a

gold bar, or gold grain is exchanged for gold grain,

Therefore, the exchange of property in the form of a precious metal for property in another form
(e.g. gold grain) between two persons (EGR and JM, or EGR and EGR’s clients) in these
transactions will constitute a supply of property made by each of the persouns that is a barter
transaction that does not meet the conditions of subsection 153(3). The value of the consideration
for the supply made by the person is the fair market value of property received from the other
person in such circumstances.

If you require clarification with respect to any of the issues discussed in this letter, please call me
directly at 613-952-0328.

Yours truly,

’ p)
William Parker
Financial Institutions and Real Property Division
Excise and GST/HST Rulings Directorate
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Canzda Revenue
Agency

i+l

Agenes du revenu
do Canada

February 11, 2013

Express Gold Refining Limited
215 Victoria Street, Suite 400
Toronto, Ontario

M5B 1T9

Attention; Mr. Atef Salama

Dear: Mr, Salama:
Re: GST/HST Returns: 2008-06-0] to 2012-04-30
Business Number: 13855 7095 RT000)

Your file / Votre référence

Our file / Nosre référence

This is further to your submission of July 15, 2011 and subsequent representations in regard to
the proposed audit adjustmeiits to your GST/HST returns stated in our letter of March 14, 2011.
After careful consideration of your representations and further review of the GST/HST returns
covering the above noted period, we are now revising the proposed adjustments to cover the non-
statute barred periods as follows:

Initial Revised
' Proposal Proposal
| Adi# |Description of Adjustment March 14,2031

1 )GST/HST assessed re: JM scrap metal sales 11,508,423 -
2 )GST/MST assessed re: Grain gold sales 1,552,144 1,174,054
3 |Nonrecoverable ITCs on overhead expenses . - 51,740
4  |Related party ITCs disallowed 6,800 19,210
5 |ITCs disallowed re: lack of supporting docs. - 15,967
6 |ITCs disallowed on automobile expenses - 12,415
7  |ITCs disallowed re: invalid vendor reg. # - 9,900
8 |Recapture of ITCs on meals and entertainment - 3,560
9 _ |Unreported RITCs assessed - 8,694
Total Proposed Adjustments 13,067,367 1,295,540

(For details of the revised proposed net tax adjustments of $1,295,540, please the attached
Sch. A through Sch. A3)

Canadi
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Explanation;

1

GST/HST assessed re: ble supplies of scrap metal to $0

In our letter of March 14, 2011, we proposed to assess GST/HST on the supplies of scrap
metal by EGR to Johnson Matthey Limited (“JM™) on the basis that the supplies in
question occurred on the Early Settlement Date on which EGR delivered the scrap metal
to JM and at which point, JM paid approximately 95% of the total value of the gold
contained in the scrap metal delivered. It was our view that title and ownership of the
scrap metal passed from EGR to JM on that date and as such GST/HST was due on the
supply on that date.

However, in a letter dated January 29, 2013 (the “Rulings Letter™), of which your
authorized representatives have a copy, the GST/HST Rulings Directorate at
Headquarters appears to support your position that the supplies in question took place on
the Final Settlement Date after the refining of the scrap metal and as such were
zero-rated supplies of precious metal as per the following excerpt:

“In terms of the Early Settlement as consideration paid by JM to EGR, there is an
agreement at the time of the Early Settlement for a future supply of gold to be made
by EGR to JM, always in the form of a precious metal. The gold or money advanced
to EGR is consideration paid by JM for the future supply by EGR to JM of a
Jinancial instrument-precious metal, Accordingly, GSTIHST applies at the rate of 0%
10 the supply by EGR to JM under section 3 of Part IX in Schedule VI, as the gold to
be supplied will meet the criteria of purity and form to be a precious metal as
defined for GST/HST purposes, and the supply will be made by the person on whose
behalf the gold was refined. Therefore, no tax would be collectible by EGR with
respect to the advance, as it is consideration for a zero-rated supply.”

In light of the foregoing, we are not proceeding with the proposed GST/HST adjustment
of $11,508,423 on the supplies made by EGR to JM during the relevant period.

GST/HST assessed re; taxable supplies of grain goid $1.174.054

Our position with regard to the tax status of the supplies of grain gold involving barter
transactions with customers whereby EGR made taxable supplies of grain gold to the
customers and the customers made taxable supplies of scrap metal to EGR remains the
same. Our position is that each party to the barter transaction was required to collect and
remit tax, unless subsection 153(3) of the Excise Tax Act (the “Act™) would have applied
to relieve tax on the same. In the Proposal, we took the position that subsection 153(3) of
the Act was not applicable to the transactions as the criteria set out in P-221 which
requires that the property being exchanged be of the same class or kind was not met. The
foregoing position is supported by the position stated in the Rulings Letter in an excerpt
which states the following:
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“Therefore, the exchange of property in the form of a precious metal for
property in another form (e.g. gold grain) between two persons (EGR and JM, or
EGR and EGR’s clients) in these transactions will constitute-a supply of property
made by each of the persons that is a barter transaction that does not meet the
conditions of subsection 153(3). The value of the consideration for the supply
made by the person is the fair market value of property received from the other
person in such circumstances’’.

As a result, we are maintaining our initial proposal to assess the unreported tax on the
taxable supplies in question. Taking into account the statute barred period, we are
proposing to assess $1,174,054 under subsection 296(1) of the ETA. (For details, please
see the attached Sch. B)

ITCs disallowed re: Overhead Expenses $51.740

During the Relevant Period, EGR incorrectly claimed ITCs of $ 51,740 on
overhead expenses used in its exempt activities as a result of claiming full ITCs
without proration between commercial and non-commercial activities as required
under subsections 169(1), 141(1) and 141.01(5) of the ETA. In arriving at the
aforementioned figure, we have used the direct allocation method, which in our
view, best reflects the usage of inputs in EGR’s activities. Using this method, we
have prorated the ITCs for the GST/HST payable on overhead expenses using the
ratio of direct taxable inputs to total direct input. Using this method, the result is
that for the periods covering fiscal years ending May 31, 2009, 2010 and 2012, the
ratio is below 90%, the Agency’s threshold for a registrant to be considered to be
using inputs exclusively in commercial activities and therefore eligible to claim to
claim full ITC. Therefore, we are now proposing to disallow the ITCs over
claimed on overhead expenses of $51,740 under subsection 296(1) of the ETA.
(For details, please see the attached Sch. C through Sch. 21)

ITCs disallowed re: Related Party Expenses - $19.210

During the Relevant Period, EGR incorrectly claimed ITCs totalling $19,210 in
relation to invoices issued to related parties, namely Farag Properties Inc. (Farag)
and D & M Enterprises. Of these ITCs, $14,529 are in respect of invoices that
were issued in the names of both EGR and Farag. Such joint recipient invoices
were for legal expenses payable to the law firm of Heenan Blakie LLP relating to
damage to a building owned by Farag in which EGR was still a tenant. It is our
position that, as the building is for use in the commercial activities of the owner,
Farag, it is Farag that is entitled to claim the subject ITCs in accordance with
subsection 169(1) of the ETA. With respect to the D & M invoices, it is our
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position that the ITCs were incorrectly claimed by EGR as EGR was not the
recipient of the supplies and therefore the documentary requirements of paragraph
169(4)(a) of the Act were not met. In light of the foregoing, we are now proposing
to disallow the incorrectly claimed related party ITCs of $19,210 under subsection
296(1) of the Act. (For details, please see Sch. D through D.11)

ITCs re: No Supporting Documentation : $15.967

During the Relevant Period, EGR incorrectly claimed ITCs of $15,967 in respect
of GST/HST payable to P.A Jeweller Sales Group Limited for which no
supporting-documentation has been provided by. EGR. As no documentation in
support of the ITC has been provided, the requirements to the claim ITC
stipulated in paragraph 169(4) (a) are not met. Therefore, we are now proposing to
disallow the incorrectly claimed ITC of $15,967 in question under subsection
296(1) of the Act. (For details, please see Sch. E through E.I)

Cs disallowed re: Automobile Expenses Non-commercial Portion 24

During the Relevant Period, EGR incorrectly claimed ITCs of $12,415 on several
automobile leases and other expenses in respect of which EGR has not provided
the requisite documentation such as log books to substantiate the use of such
automobiles in its commercial activities. As we have not been able to verify the
extent of use of the automobiles in EGR’s commercial activities, it is our view
that the ITCs in question are not allowable under subsection 169(1) of the ETA.
Therefore, we are now proposing to disallow the ITCs of $12,415 in question
under subsection 296(1) of the Act. (For details, please see Sch. F through F.11)

ITCS disallowed re; Non-Registrant Vendors $9,900

During the Relevant Period, EGR incorrectly claimed ITCs of $9,900 in relation
to invoices issued by The 4 Modi Corporation, a vendor related to EGR with an
invalid GST/HST registrant number. It is our position that the documentation in
support of the ITCs do not meet the requirements to the claim ITC stipulated in
paragraph 169(4) (a) and the ITC Information GST/HST Regulations of the Act.
Our position is based on the fact that subparagraph 3(c)(i) of the Regulations of
the Act requires that supporting documentation where the total amount paid or
payable is $150 or more in relation to which an ITC is claimed bear a valid
GST/HST registration number of the supplier. Therefore, we are now proposing to
disallow the incorrectly claimed ITCs of $9,900 under subsection 296(1) of the
Act. (For details, please see Sch. G through G.4)
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8. Recapture of ITCs re: Meals & Entertainment $3.560

For the Relevant Period, EGR did not report the recapture ITCs of $3,560 on
meals and entertainment as required under the provisions of subsection 236(1) of
the Act. Therefore, we are now proposing to assess the unreported recapture of
$3,560 under subsection 296(1) of the Act. (For details, please see Sch, H)

9. Unreported Specified Provincial ITCs $8.694

For the Relevant Period, EGR, as a large business making annual taxable supplies
in excess of $10 million was required to report a recapture of specified provincial
input tax credits (RITCs) under subsection 236.01(2) of the Act but did not. In our
audit, we have determined that EGR should have reported RITCs of $8,694 on
specified properties and services acquired during the Relevant Period. Therefore,
were now proposing to raise an assessment for the unreported RITCs of $8,694
under subsection 296(1) of the Act. (For details, please see Sch. I through 1.9)

The proposed adjustments will be subject to interest under sections 280(1) and 284.01 of the Act.
Interest will continue to accrue until full payment of the amount owing has been received.

We ask that you review the attachments and, within 30 days of the date of these proposed
adjustments, either confirm that you agree with these proposed adjustments or provide a written
explanation of why you do not agree with the adjustments and your reasons.

If we do not receive your written representations to these proposed adjustments by
March 13, 2013, we shall proceed with processing these adjustments on that date.

We thank you for your assistance during the audit.

Yours truly,

(CobemtZmmma_

Robert Balinda

Audit Division

Toronto Centre Tax Services Office
1 Front Street West, Suite 100
Toronto, Ontario, M5J 2X6
Telephone — (416) 250-7907
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Express Gold Refining inc.

List of CRA Requests

From july/2017 to Oct/2018

14/07/2017 Review of books - Express Gold Refining 14/08/2017 01/08/2017
Gold & Silver '

11/09/2017 Nabil Sarhane 11/10/2017 05/10/2017 |50

28/09/2017 9747583 Canada Ltd 28/10/2017 20/10/2017 |170

05/10/2017 KMQ Preclous Metals 05/11/2017 25/10/2017  |350

10/10/2017 $.$ Cash for Gold 10/11/2017 01/11/2017  |[250
2344967 Ontario Inc. .

17/11/2017 Victorla Gold Inc. 08/12/2017 28/13/2017 (150

* |MGB Mall Gold Buyers

17/01/2018 Ahmad Nawaz 16/02/2018 25/01/2017 200
1696156 Alberta Ltd -

01/02/2018 Gold Star Jewellers 16/02/2017 12/02/2018 194
1808133 Alberta Inc.

01/02/2018 Smart Gold Calgary 16/02/2017 12/02/2018 |20

07/02/2018 2407938 Ontarlo Inc. 21/02/2018 300

07/02/2018 9776087 Canada Inc 21/02/2018 20/02/2018 (175
Review of books

22/02/2018 9710590 Canada Inc. ' 23/03/2018 15/03/2018  |380

23/02/2018 2252541 Ontario Inc 07/03/2018 07/03/2018 |37

» Gold & Silver ’

13/03/2018 Nabj Sarhane 13/ .04/ 2018 27/03/2018 |72

06/04/2018 $.$ Cash for Gold 06/05/2018 - |18/04/2018 301
2131011 Ontario Inc

19/04/2018 Dave Collla 18/05/2018 10/05/2018 |60
Itagold

04/06/2018 Best Gold Refining : 04/07/2018 30/06/2018 |18

20/06/2018 Asla Pacific International 04/07/2018 20/07/2018 {749

25/06/2018 8561648 Canada inc. 09/07/2018 26/07/20318 {395

12/07/2018 Trade Compliance Verification - EGR

01/08/2018 9295-7216 Quebecinc 16/08/2018 15/08/2018  |203
2575720 Ontario Inc '

20/08/2018 AM Cash for Gold 20/09/2018 13/09/2018 (143

23/08/2018 2602265 Ontarlo Inc 23/08/2018 15/08/2018 |53

-123/08/2018 2457041 Ontario Ltd J08/09/2018 . |o0s/09/2018 [126

05/09/2018 Karolbagh Jewellwers Inc. 05/10/2018 27/09/2018

21/09/2018 2337980 Ontarlo inc. 21/10/2018 17/10/2018 |463

24/09/2018 Goldbrex Intemational Inc 26/10/2018 19/10/2018 |53

25/09/2018 Gold & Silver Inc. . 10/11/2018 25/10/2018 |32

04/10/2018 August 2018 HST ‘ 15/10/2018 10/10/2018 -

04/10/2018 2578202 Ontario Inc. ' 20/10/2018 18/10/2018 |56

17/10/2018 2103710 Ontarlo Inc 02/11/2018 29/10/2018 |26
1696156 Alberta Ltd ;

17/10/2018 Gold Star Jewellers ; 17/11/2018 25/10/2018 (44

15/10/2018 Gold Raln Inc f 19/11/2018 02/131/2018 |1

25/10/2018 |Elizabeth Precious Metals Ltd : 10/11/2018 05/11/2018 |30

11/09/2018 . Express Gold Refining - Gold & Silver HST Payment

01/08/2018 €Express Gold Refining - Maratek HST Payment
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July 14,2017

EXPRESS GOLD REFINING LTD . Your e  Vowe riférence

215 VICTORIA STREET SUITE 400 ' e e
TORONTO,ON" o - e /Notre rifirence
MSB 1T9

Atten:_ Atef Salama

Dear Mr. Salama:

?'-4” ;-r\@;l;{&-’wd%_} 2% PR (P A - e
Acoount Number 13855 7095 RTOOOI

fod mmemma&-a&w it e

Pursuant to paragraphs 288(1) (a) and (b) and section 291 of the Excise Tax Act  *
(ETA) we are asking you-to prov1de for inspection copies of your general ledggr
accounts showing:

a) Input tax credits claimed '

b) Instances where payment for scrap gold acquisitions were negotmted using

: ﬁnegold. W

These records would mclude the dates, client’s names, business numbers and the
doliar. values of those transactions.

4

In addition please provide copies of aJI/any opening account documents pertaining
to 2287429 Ontario:Inc. operating from 215 Vlctona St. Suite 508 Toronto ON
MSBIT9 | A

: Paragraphs 288(1) (a) and (b) provide whereby for purposes related to the -

administration or enforcement of the ETA, officers of the Canada Revenue Agency,

.. are authorized 1o inspect, audit, and examine your records. Section 291 ofthe ETA
ol Lo &Eﬁ‘oﬁz&‘s’eopwsm be made of the documents and information.

We have sattached a-copies of Section 288 and Secuon 291 of the ETA for your

Thanking you in advance for yout cooperation.

+
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/ _ Hl Canada Revenue  Agence du revenu

Agency du Canada

REQUIREMENT TO PROVIDE INFORMATION AND DOCUMENTS

CONFIDENTIAL
REGISTERED MATE,

' . Date:  September 11,2017
EXPRESS GOLD REFINING N Contact: PamelaBosley
215 VICTORIA ST, SUITE 400 - . . m@mmrmsm.
TORONTQ ON M5B 1T9 L - P W r Tax Services

| ' ik ’ P.0. Box 5548
. 451 Telbot Street
: London, Ontario NGA 4R3
) . Phone: (519) 6753303
- ) Fax  (519) 6753260

o, S R
s _.,..‘ kS _j\-#- ;"-o

e S e e, .

1. PuxsuanttosubsechonZ”(l’)dflheExctve Tardaandforpmpos&srelatedtoﬂwadmmisuauonormfomentof
‘the said Act, T require you to provide' withiin' thirty (30) days from the date of delivery of this requiremdht, the
foﬂowingmfoxmahonmddowmemfwmeabovemmedpmwmepuiodﬁemeumyl ?pl6toJu]y31
2017: .. .o S . e

: mchases, mch:.dmg invoice number, brlef description, sales

amoutit sad ST/HS? amblmt.tﬁatgduhavemdeﬁ-omﬂxeabovenamedoranyofns’ :

. "Copmofmemmicamcmdmgcopimémcenédm(&mmm)
o Thename(s)ofthemdmdual(s)ﬂ:atyoudeahwmmmissupphu
2. To camply with this requirement you should rhail the docyments. dnd information, hereby required, toﬂ:eabove

named Oﬂiceratﬂ:eaddrmshownabove,mthmthehmemedﬁed’mpmagmphl Photocopiesorcaﬁﬁedcopm
. oflhedoctmentswﬂlbesufﬁcxent.

RPN LR AR cape
°
A [
. g,-_
e,
%

PSR

St

3. Failure to complyw:ﬁthswqmmmenrﬁ)rhfomahoneanmmhhthecamdakwemmAgmcyrequ&mnga .
campliance order under section 289.1 of the Act. Faﬂumtoeomplywithsudlaomnplianeeoxdacotﬂdleadma L
finding of contempt of court. You are also liable to prosecution, without firther notice, under subsections 326(1) and -
(2) of the Act which provides for, on summary conviction, a fine of not less than $1 ;000 end not exceeding $25,000
or such a fine and imprisonment for & term not exceeding twelve (12) months.

e

If you have any qmnons or concerns, please do not hwinﬁe to contact Pamela Bosley at 519-675-3303. The auditor’s
team !eadel' Namlie Ayer inay be reaehed ats 19-973-7999 ad. 6329,

¢ iy e —————— . aar . o . — - Sat ewe . e

0
1

London-Whldsor Tax Services Oﬁoe

’ o 8UU"£DI HH .

S, e itess w8 e v tve——e e Se



-

P ‘ 174+ *

September 28, 2017

Mr. Atef Salama ' ‘ . : . Your file / Votre référence

- Express Gold Refining Ltd. ..
215 Victoria St., Suite 400 Our file / Notre référence
Toronto ON M5B 1T9

Dear Mr. Salama:

em o ——— - row o mem e . . o ae's - ——

e

Re 9747583 Canada Ltmlted

For purposes related to the administration or enforcement of the Excise Tax Act you
dre Tequired o provide within tliirty (30) days from the date of recgipt of this
notice of requirement and in accordance with the provisions of subsection 289(1) of *
the Act, the followmg information and documents for the above-hamed busm&s
pertmmng to the period May 10, 2016 to June 30, 2017:}
- Qn}\ 3 Yo Jung 30 2oy '
1. PhotocOptes of all invoices issued by, 1ssued 10, or on behalf of, 9747583
Canada Lirited to Express Gold Refinirig Ltd. for the period noted above.
.2 Photoc0p1es, front and back, of any. cheques issued to 9747583 Canada
Limited by Express Gold Refining Ltd. /(otea.- GoJir-don, -
3. Any reports or settlement details for invoices paid by Express Gold Reﬁmng
“Ltd. to 9747583 Canada Limited that were not paid by cheque.

Compliance w1th thts requirement may be achieved by sending via reglstered mail,
within the thirty (30) day period, the information and documents hereby required
to Mark Desjardins at the following address:
 London - Windsor Tax Services Office a T
" 185 Ouellette Ave.
. Wmdsor ONN9A 4H7 ..

Fallure o comply with thxs request for mformanon can result in the Canada

Revenue Agency requestmg a compliance order under section 289.1 of the Act. _
Failure to comply with. such a comphance order could lead to aﬁndmg of contempt
of court. °

Yon are also hable to prosecutmn, without further notice, under subsection 326(1)
“of the Act which prov1des for, on summary conwcuon, a fine of not less than

W
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$1,000 and not exceeding $25,000 of such a fine and imprisonment for a term not
exceeding twelve (12) months. -

If you have any questions or concerns regardmg this requirement, do net hesitate to
contact Mark Desjardins at 888-551-5655 extension 6257, His team leader, Natalie ~
" Ayer, may be reached at 888-551-5655 extension 6329.

Your prompt reply is appreciated.

Sincerely,

j‘\x)ajr«m; ‘

Kerry Peters ' , _ o
A/Assistant Director, Audit DlV]SlOll o _ ’
Tax Services Office: London- Windsor - -

*

Telephone: 519-973-7999 ext. 6390
Facsimile: = 519-257-6911

Address: 185 Ouellette Ave.
e S Windsor ON N9A 4H7
Website: ' capnada.ca
REGISTERED

r————. —— — — w—— -

et e v ————

o
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FAX: 416 363 9633
RRGISTERED
Ociober 5,2017

EXPRESS GOLD REFINING
215 VICTORIA STREET # 400
. TORONTO-ON MSB 1T9

Attention: Atef Salama

Re: KMQ Precious Metals Ino - 2012-07-01 to 2015-05-31

For purposes related: to. the: admmistranon or eni‘otcement of the Excise Tax Actyou . .
r¢. required to-provide. within thirty (30) days from the dato of receipt of this . L
notice of requirenient did in accordance with the provisions of subsection 289(1% of

the Act, the following information and documents for the above-named business

pertzining to the peried July 1, ZOIZtOMwSI 2015. .

A list of all transactions between Express Gold.RnﬁmngandKMQPracloustla
_ Inc. and- supporg_ngin_zolcea (reﬂnlnglsales)

To comply with this notice of requirement, pleasa contact Salome Callaghan at 437-
996-1577w1thmﬂwthirty(30)daypenodtomangeadateandﬁmeﬁomake
avaﬂable the requu'ed loformation and documents.

Failure to comply with this request for information can result in the Canada
Revenus' Agency requesting & compliance order undsr section 289.1 of the Act:
Failmtocomﬂywnhsuchaoomphanceordercou!dleadmaﬁndingofcommpt
of court.

You are also finble to prosecution, without firther notice, under subsection 326(1)

of the Act which provides for, on summary conviction, a fine of not less than

$1,000 and not exceeding $25,000 or: such a ﬁne and imprisonment for a ferm not
: exceedmgtwelvc (12)momhs o

-



OCT. 5.2017 4:00PM - NO. 8081 P,

Your prompt reply is appreciated.

- Sincerely,

m%www

Fiona Glanville
- Manager, GST/HST Division
Tax Services Office:  Toronto West-Thunder Bay TSO

 Address: 5800 Hurontario Street
Mississauge, ON L3R 4B4 7
Website: anada.u L _ ’
1 -l—L’ﬁgor
Cs'fr froapd

W
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October 10,2017

Mr. Atef Salama - | - - ‘ Your file / Votre référence
Express Gold Refining Ltd. S S

215 Victoria St. Suite 400 Our file / Notre référence
Toronto ONMSB 1T9 .

Re:' 8. 8. Cash for G‘ism Inc.

For purposes related to the administration or enforcement of the Excise Tax Act you .
are required to provide within thirty (30) days from the date of receipt of this
notice of requirement and in accordance with the provisions of subsection 289(1) of* '
the Act, the following information and documents for the above-named busmﬁs
pertaxmng to the penoc{]’inuary 1, 2015 to June 30 2017 !
1. Photocoples of all invoices issued by, issued to, or on behalf of S..S, Cash
for'Gold Tnc. to Express Gold Refining Ltd. for the period noted above. "
2.1 Photocopm, front and back, of any cheques 1ssued to S.8. Cash for Gold .
Inc ‘for 'the penod noted above, "7 T
3.! Any reports or settlement details for invoices and by Express Gold Refining -
m-to 8. 5. Cash for GBHEE'tEﬁfwerenotpmd‘BTcﬁeque Y

P

Comphance with this requirement may be aclneved by sending via registered mml
within the thirty (30) day period, the information and documents hereby reqmred
to Mark Desjardins at the following address:

. ~London— Wmdsor'[‘ax Services Office o e aae n
185 Ouellette Ave.
_ Windsor ON N9A 4H7

Failure to comply with this request for information can result in the Canada
Revenue Agency requwtmg a compliance order under section 289.1 of the Act.
Failure to comply wnh such a comphanoe order could lead to a ﬁndmg of contempt
of court.

)

. . .
.
C' O iﬁ -
L.

. “
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~ You are also liable to prosecution, without further notice, under subsection 326(1)
of the Act which provides for, on summary conviction, a fine of not less than

~ $1,000 and not exceeding $25,000 or such a fine and imprisonment for a term not
exceeding twelve (l 2) months.

. If you have any quesuons or concerns regarding this requu'ement, do not hesitate to
- contact Mark Desjardins at 888-551-5655 extension 6257, His team leader, Natalie
Ayer, may be reached at 888-551-5655 extension 6329.

Your prompt reply is appreciated.

t

Kerry Peters . _ - &
Assistant Director, Audit Division :
Tax Services Office:  London - Windsor

Telephone:  888-551-5655 ext. 6390
Facsimile: 888-554-5855

Address: 185'Ouellette Ave.
Windsor ON N9A 4H7
Website: ‘canada.ca

REGISTERED

——— —— e At — i, ¢ | —————————— YT ~ Poae . o—
" - vem e
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l*l Canada Revenue suge&nooa %: revenu
" November 17, 2017

Express GoldReﬁmnthd. : i
215 Victoria Street
Suite 400 :
Toronto ON M5B 1T9

Dear Sir or Madam:

Subject: Request for Information and Documents

im cs . Section 288 of the Exeise Taxduaumamthonzed-pmonﬁomthe CitudPREVENSADd
to inspect, audit, or examine documents of a person that may be relevant in detemnmng the :
obligations of that or any other person. This requires the owner or manager of a business to give
the authorized person reasonable assistance and provide access to any' documents that may be .-
‘relevant. ’

. ., v o
Please provide copies of purchase and/or expense invoices by December 8, 2017, relating to
transactions with the following companies for the years 2014, 2015, 2016, and 2017:

- 2344967 Ontario Inc. Sweh
2141697 Ontario Inc, (Nandini International) siak
~Victoria Gold Inc. & wd

2440024 Ontario Inc. By Fedey
This includes a.ny and all documents in your possesmon or under your control, in electronic
storage form or otherwise.

Please mdicate if you have, no such information regarding any of these companies.

The above list should not be con,sr_cler_eg _e_xlla,ushve We may request additional information or

documentation s deemed necessary. You can send us the information by fax to 306-97536723 or
1-855-975-6723, or by mail to:

Canada Revenue Agency

Owen Waddington

Saskatchewan Tax Services Office, 4tll Floor
340 3rd Avenue:North -~ .
Saskatoon SK S7K 0A8

Please note that the above mformauon is not being obtained as part of an audit of your business
but is requested solely to venfy amounts reported with the Canada Revenue Agency.

. 3
«

~-I;I ' e o 2
Canadi ~ _—
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If you have any questions, please calt me at 306-975-6349 or 1-855-427-5240, extension
" 306-975-6349. My team leader, Brenda Woodley, CPA, CA, can also be reached at extensmn
306-975-495 8

Thank you for your cooperation. W,

Yoyrs truly,

Owen Waddington
. GST/HST AuditDivision . -. - spmeey o o — _
CanadaRevenﬁe"mgeﬂey?:y SE M A g e 1
C s - S QAN 23" i oo
Telephone: . 3069975-6349- : e P ) :
Fax: 306-975-6723 '
Address: 340 3" Avenue North , .
. Saskatoon SK S7K 0A8 o _ i
weR . 3
°, atke
< b
» K
% Ty RN .
R TURS, 11 V- W F A LN _.,_»_.,_..L.Lf .._z:t.:,:q.m/ B A T PRI A ) - 2 N S
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Bl SpRommn fgmco g
January 17, 2018

Atef Salama
Express Gold Refining Ltd
215 Victoris Street . - -
Suite 400 ...

. Toronto, ON M5B 1T9

Regarding: MGB Mall Gold Bugers
Ahmad Nawaz

For purposes related-to the administration or. enforcement of the Excise Tax Act we request you

prowde the followmg mformanon no laterthan Fnday, Febmary 16, 2018 :

————— s - .

ey ——— i —————— . e

- ledger aceotmts shamngc all purchases made ﬁ'omelther MGB Mall Gold. Buyers Inc‘or
Ahmad Nawaz for the period 2010/01/01 to 2017/12/31 inclusive

- 4ll purchase invoices issued by either MGB Mall Gold Buyers Inc or Ahmad Nawaz for
2010/01/01 to 2017/12/31 inclusive .

- -copies of the front and the back of all cancelled cheques 1ssued to, elther MGR Mall Gold
'Buyers Inc. or Ahmad Nawaz for the period 2010/01/01 through 2017/ 12/31 '

Pursuant to the pmv1s10ns of subsection 288(1) of the Excise Tax Act, we are requestmg you
provide the information as outlined above. Subsection 286(1) of the Excise Tax Act requires
every person who carries on a business or is engaged in a commercm.l activity in-Canada to
mmmam books and records

Secnons 288(1) of the Exc1se Tax Act (ETA) and Section 231. 1(1) of the Canadian Income Tax

~—. —_ Act, (ITA), anthorizes representatives of the Minister to enter info.Any premises or place where
business is conducted and anYthmg is done in connection with a business for the purpose of
examining books and records of| or relating to the taxpayer.

These section also requires any: petson on the Premises to give the authorized reprresentahve all
reasonable assistance and to answer all proper questions relating to the administration and
enforcement of the ITA. Finally, section 231.1(1)(a) authorizes us to “inspect, audit or examine
the books and records of a taxpayer and any document of the taxpayer or of any other person that
relates or may relate to the information that is, or should be, m the books and records of the

taxpayer”

Win&or‘hx&emica Offico . Bureau d<\ servioes fiscaux - Telephm 5193546651 x 605 P
P.O.Box 1655 ~ © - de Windsor CP. 1655 - . ' Fax: 519257-6911 ,
185 Ousllette Ave,- - - 185, rué Ouelleite " Business Enquirles: 1-860-959-5525 ALRAUiet -

Windsor, Ontario N9A7G7 - Windsor, ON Nsm 7G7 Intemet: www.cra-arc.go.ca
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"'This letter should be considered an informal request for the information noted. If you choose to
ignore this request, we could issue a formal legal requirement requesting the information at a

later date pursuant to subsection 289(1) of the Excise Tax Act. Failure to comply with a formal
legal requirement could lead to fines or mpnsonment.

Any documentanon you prov1de will be used for the express purpose of the enforcement and
administration of the Excise Tax Act and will not be used for any other purpose or disclosed to
any other persons. Do not send originals. Photocopies of any fecords you provide will not be

, remmedtoyoﬁandwillbedesu'oyedatalaterdate. ' ‘

Please prov1de a current contact phone number where you can be reached in cdse we need to call
you for clanﬁcauon purposes

We hope that this-alleviates any concerns you may have: mth‘respect to.our requmt and we thank
you for your cooperation in this matter. The document can be-Sent to the address showsi'in the -
footer below. If you have any questions or concerns please contact me at 1-888-551-5655
extension 6295. My team leader, Mark Des;ardms can also be reached at- extens:on 6257

Yours truly,

N

Denise Addley
Audit Division

copy: Nader Saad CA

-

Windsor Tax Services Office  Bureau des services fiscaux  Tejephone: 519-354-6651 x 6295

P.O. Box 1655 de Windsbr C.P. 1655 . Fax 519-257-6911 Cana(ﬁ
185 Quellettc Ave. 185, rue Cuelletts - Business Enquirics: 1-800-959-5525
Windsor, Ontario N9A7G7  Windsor, ON N9A 7G7 Internet: www.cra-arc.ge.ca . )

13
s
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. “. Canada Revenue  #Agehce du fevenu
'_ February 1, 2018

Express Gold Refining Ltd.
Attn: Controller

215 Victoria Street.

Suite 400 ' _
Toronto ON M5B 1T9

Dear Sir or Madami:

Subject; Request for Information and Docmnents . ~,_._-3 RN

,__L‘_"nl S :ﬁ

In accordance with Sectlon 288 of the Excise Tax Act plcase pmwde, }y_&m_l_dgg,of the date
of this letter, any and all information and/or documentation in your posscss:on or under your
" confrol, in e.lecuomc storage form or otherwise, for: . 4
. - ’y. e “'
1696156 Alberta Ltd. O/A Gold Star Jewellers '
Pertaining to the penod October 1, 2014 to September 30, 201 7"

Including but not limited to:

o the sales invoices;
eustomer account documents;
opening account documents;
correspondence;
" a copy of the agreements mgned vmhthxs company and related to the period;
the name of the contact person at 1696156 Alberta Ltd. with whom'your company
communicates; -
*. acopy ofeach cancelled cheque.

.‘The-above requestshould-not be ccns;dered—exhausuve.»We may-request additional-information... —-.-
ordocumentatlonasdeemednecwsary Youmay send us the information to my attention by fax
at 306-975-6723 or 1-855-975-6723, or by mail to:

Canada Revenue Agency
Saskatchewan Tax Services Office
Attention: Jaclyn Bartlett -

5% Floor

340 3™ Avenue North -
Saskatoon SK S7K 0A8 ¥

Canad'é‘ R e
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Pl Ssmreeme gmmoagies

Please note that the above information is not being obtained as part of an audit of your business
but is requested solely to verify amounts reported with the Canada Revenue Agency.

If you have any quesuons, please call me at 306-975-4692 or at 1-855-427-5240, extenémn
306-975-4692. My team leader, Cathy Gadzella, CPA, CGA, can also be reached at extenslon
306-975-4521

Yours truly,

Jaclyn Bartlett, CPA, CMA

GST/HST AuditDivison , . . | .

CanadaRevenue Agenicy = R R Rt - ’

Tolephone: 3069754692 : Sy

Fax: 306-975-6723 . : ”

Address: 340 3% Avenue North -
Saskatoon SK STK 0AS .

Intemet: www.canada.ca

. T A+ A ———— i B * S — — S — -— -
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February 1, 2018

Express Gold Refining Ltd.
Atti: Controller

215 Victoria Street

Suite 400

Toronto ON M5B 1T9

Dear Sir or Madam:

Snbject. Request for Information and Documents o

RO S et i,

In accOrdance with Secuon 288 of the Exczse Tax Act, please provide, w_xthiaj__@:_ of the date
of this letter, any and all information and/or documentation in your possesswn or under your
control, in electronic storage form or otherwise, for: B '
&
1808133 Alberta Inc. O/A Smart Gold Calgary
Pertmmng to the. nenod Jtmuary 1, 2015 to December 31, 201 7

Including but not limited to: e
. . . M / w‘
¢ the sales invoices; . %, ‘
‘e customer account documents; (!}1 ‘
o opening account documents; .~ ‘ -
¢ correspondence; '
¢ acopy of the agreements signed with thlS company and related to the period;
e the name of the contact person at 1808 133 Alberl;a Inc. with whom your company

communicates;
* acopy of each cancelled cheque

~The: above-reqmt shexﬂd-not-be-consndered exhauserve -We may: request addmenalmfemaaem
or documentation as deemed necessary. You may send us the information to' my attention by fax
at 306-975-6723 or 1-855-975-6723 or by mail to:

Canada Revenue Agency

Saskatchewan Tax Services Office : o

Attention: Jaclyn Bartlett w
c 5% Floor .

3403% AvenneNorth

Saskatoon SK,_S7K 0A8

RISOE (06)
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Bl Guempeens masmees

Please note that the above information is not being obtained as part of an audit of § your business
but is requested solely to verify amounts reported with the Canada Revenue Agency

If you have any questions, please call me at 306-975-4692 or at 1-855-427-5240, extensxon
306-975-4692. My team leader, Cathy Gadzella, CPA, CGA, can also be reached at extension
306-975-4521.

Yours truly,

Jaclyn Bartlett, CPA, CMA ~ '
~"GST/HST Audit Divigion - S e LT

Canada RevenueAgency B Tiee
- Telephome: 3069754692 ' : ~ R
Fax: - 306-975-6723 ) '
Address: " 340 3% Avenue North it
Saskatoon SK STK 0A8

Internet: www.canada.ca

rema ey e e s - S & —
b

‘ Ry . - ) -‘l '
. Cal ladﬁ ; : ' A350.E {08)
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I*I Canada Revenue Agence du revenp

- ......-

Agency . du Canada
February 7, 2018
Express Gold
Suite 400 215 Victoria Street’

Toronto ON M5B 1T9 -

Dear Atef Salama, Mary Salama, Nabil Salama, and Pishoy Salama:
Subject' 2407938 Ontario Inc.

For purposes related to the administration or enforcement of the Excise Tax Act (ETA) you are
_requested to prowde within fourteen (14) days from the date of receipt of this notice, and in o
“accordance. with th eﬁrovxs:ens of subsection 288(1)-of.the ETA, the following information,~ ——- — ————— .
—and documents Tor the above-named entity pertaining to the period October 14, 2015 to :
December 31, 2017:

¢ acopy of any available written agreements or contracts between Express Gold and
2407938 Ontario Inc. pertaining to goods/services provided; ‘

o copies of all invoices from 2407938 Ontario Inc.; *

e detailed description of all goods and services pwv:ded by 2407938 Ontario Ins;; and

e details of all payments made to 2407938 Ontario Inc., including cash payments, copies of
the front and back of all cancelled cheques, electromc fund transfers, wire transfers, and
any other settlement payment methods.

g‘hie m.fonnatlon requested should be sent to the attention of Carrie Lafreniere at the address
elow.

We thank you for your assistance. Should you have any. further questions or concems, please
do not hesitate to contact me at 587-489-2032 My team leader, Randall Honish, can also be
reached at 587-489-2025 .

- Carrie Laﬁ'emere B ,

Auditor . ' S /ecu.w) F;Ja "-’///37
GST/HSTAuanmsmn Cor _
Canada Revenue Agency o
Address: 10 - 9700 Jasper Avénue NW = Internet: canada.ca
Edmonton AB T5J 4C8 - TollFree:  1-800-959-8281 (Individual)

Fax:  780-495-7369 B o - 1-800-959-5525 (Business)

13
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.* Canada Revenue  Agence du revenu
i : Agency du Canada

February 7, 2018

Express Gold
Suit 400 215 Victoria Street
Toronto, ON M5B 1T9

Dear Atef Salama, Mary Salama, Nabil Salama, and Pishoy Salama:
Subject: 9776087 Canada Inc.

For purposes related to the administration or enforcement of the Excise Tax Act (ETA) you are’
requested to provide within fourteen (14) days from the date of receipt of this notice, and in
accordance with the provisions of subsection 288(1) of the ETA, the following information, :
_Wm%oﬁmmowmed entity pértaitiing to-the:peded-June1; 2016 tow e - — .. - =
ecem R :

e acopy of any available written agreements or contracts between Express Gold and
9776087 Canada Iric. pertaining to goods/services provided; Ty
* copies of all invoices from 9776087 Canada Inc.; ' g '
e detailed description of all goods and services provided by 9776087 Canada Inc.; and
e details of all payments made to 9776087 Canada Inc., including cash payments, copies of
‘ the front and back of all cancelled cheques, electronic fand transfers, wire transfers, and
any other settlement payment methods.

&le information requested should be sent to the attention of Carrie Lafreniere at the address
OW.

We thank you for your assistance. Should you have any further c{g:nsﬁons Or concerns, please
do not hesitate to contact me at 587-489-2032. My team leader, Randall Honish, can also be

reached at 587-489-2025.

Sincerely,

N AP lre St T o ot —— - P e e o am a i b —

Carrie Lafreniere _
Auditor e e e
GST/HST Audit Division .
Canada Revenue Agency . .
Address: 10— 9700 Jasper Avenue NW . Intemnet: capada.ca
Edmonton AB T5J 4C8 """ Toll Free:  1-800-959-8281 (Individual)
Fax:  780-495-7369 e 1-800-959-5525 (Business)

7
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Aol St R g 0 8054 Page 02/04 - ¢
. James Glibert ’ ] ' ‘ ,
Audit Division L o . . _ e
Toronto West Tax Services Office '
SSOOWH Ontino LSR 4B4
1}1? (905) 5666343, Fax: (905) 566-6753
Canadi
EXPRESS GOLD RERININGLTD L el Vet rirence
215 VICTORIA STREET SUITE400 - T
TORONTO, ON D |
M5B 1T9 | -;
Atten: AtefSalama - o N
Dear Mr. Salama: d
Re: R.ewewofhootmandrecordsﬁ:rtheperlodmly 1.2017to December 31, 2017
 Acooint Number: 13855 7095 RT0001

Pumiant to pmgmphs 288(1) (a) and (b) aud sectlorn 291 ofthe Excise TarAcr “
. (ETA) we are asking you to provide for inspection copxeaofymxrgeneml ledger
- accountyshowing:  °
&) 'Input tax credits claimed.
- h) Instances where payment for scrap gold acquisitions were negotiated using
“fine gold.

Thwe records ‘would include: the dans, client’s names, business numbers and the
dollar valuu of tb.ose mmsaeuons. ,

Tn addition plase provide oomes of all/any:
a) Opening account docwments pertaining to 9716990 Canadalnc
" b) Copies of invoices from 9710990 Canada Inc,

Paragraphs 288(1) (a) and (b) provide whereby for purposes. related to the.
edministration or enforcemerit of the ETA, officersoF the Canada Revenue Agency
are authorized to inspect, audit, and examine your-records. Scction 291 oftthTA-
auﬂmmoopaes%obemadaofthsdocnmemxandmfomaden. -
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.*l %en:gya Revenue :J\ugence du revenu

February 23, 2018

Express Gold Refining Ltd'
Attention: Office Manager
215 Victoria Street

" Suite 400
Toronto ON M5B 1T9

Dear Sir or Madam:

Subject: Request for Informatlon and Documenls

- ——e —%%W&W&M%Mwﬁdemww
of this letter, any and all information and/or documentation in your possesswn or under your
control, in electromc storage fo,rm or otherwise, for: . '
~ R

2252541 Ontario Inc. ‘ -«
Pertaining to the period January I, 2016 to December 31, 2017 .

Includmg but not hm1ted to:

the- sales invoices;

expense receipts;

customer account documeénts;

opening account' documents;

correspondence;

a copy of the agreements signed with thls company and related to the penod,

the name of the contact person at 2252541 Ontario Inc. with whom your company
communicates; and A

o a copy of esich cheque deposued/copy of cancelled cheques.

. g eema ¢

The above requwt should not be constdered exhanstwe We may tequest addmonal mfonnanon
or documentation as deemed necessary. You may send us the information to my attetition by fax

at 306-975-6723 or 1-855-975-6723, or by mml to:

—— -

- Canada Revenue Agency
- GST/HST Audit Division
- Attention: Melanie Mah

340 3rd Avenue North
Saskatoon SK S7K 0A8

| 0}\@%0\‘\%

‘Canadi o K@o B
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l“ . Cénada Revenus Rgemedurevanu t2o

Please note that the above mformanon is not bemg obtained as part of an audit of your busmess
but is requested solely to verify amounts reported with the Canada Revenue Agency

If you have any questions, please call me at 306-975-4639 or. 1-855-427-5240 extension
306-975-4639. My team leader, Cathy Gadzella, CPA, CGA, may also be reached at extension
- 306-975-4521. .

Thank you for your cooperation.

Yours truly,

" Melanie Mah
GST/HST Audit Division
Cmadgkcmn@Agencx. L m e e e , . e

Telephoné: . 306-975-4639

Fax . 3069756123 o . :

Address: 340 3* Avenue North R Ty
Saskatoon SK S7KOA8 : )

Website: . www, canada.ca :

¥
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I*I Canada Revenue {‘\S%n::agté revenu

March 13,2018

Express Gold Refining Ltd.
215 Victoria St. Suite 400
Toronto ON M5B 1T9

Dear Mr. Atef Salamg:

Re: Gold & Silver Inc. and/or Nabil Sathane : _ . .

ks
For purposes related to the administration or enforcement of the Excise Tax Act you
are required to provide within thirty (30) days from the date of receipt of this
notice of requirement.and in accordance with the provisions of subsection 289(1):of
the Act, the following information and documents for the above-named individual ’
or business pertaining to the period 2017-06-27 to 2017-12-31: - . = %

1. A deta.ﬂed summary of your purchases, including invoice numbey, brief- -
. description, sales amounts and GST/HST amounts that you have made from
" the above named or any of its associates.

2. Copies of invoices including copies of cancelled cheques (front and back).

3. The name(s) of the individual(s) that you dealt with representing this
supplier. ‘ . .

Compliance with this requzrement may be achieved by sending via registered mail,
within the ¢hirty (30) day period, the information and documents hereby required

to Mark Desjardins at the following address:

London ~ Windsor Tax Services Oﬁce
185 Ouellette Ave,
Wmdsor ON N9A 4H7

Failure to comply w1th this request for mformauon can result in the Canada
Revenue Agency requesting a compliance order under section 289.1 of the Act.
Failure to comply with such a compliance order could lead to a finding of contempt
of court. .

You are also liable to prosecut:on, without further notice, under subsection 326(1)
of the Act which provides for, on summary conviction, a fine of not less than
. _ es 205, 98 e 4

‘.

Canad%i ) | sten



$1,000 and not exceeding $25,000 or such a fine and imprisonment for a term not

exceeding twelve (12) months,

. Ifyou have atiy questions or concems about this reqmrement contact Mark
. Desjardins toll-free at 1-888-551-5655 ‘extension 6257. His team leader; Natahe
Ayer, can be reached at 1-888-551-5655 extension 6329..

- Your prompt reply is appreciated.

Mmger, GSI/HST A'l.ldlt Dmmon :
Tax Services Office: -Lendon.- Windsor -

Facsimile: . . 1-888,554-5855.
Address: - . 185 Ouellette. Ave.

Windsor ON N9A 4H7
Website: canada.ca
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I*l Canada Revenue Agence du revenu
Agency du Canada

April 6, 2018

Express Gold Refining Ltd.
215 Victoria St. Suite 400
Toronto ON M5B 1T9

Dear Mr. Salama:

Re: S. 8. Cash for Gold Inc.

Woses retated tt»rthe administration: or-enforcerientof the Bidi¥ed ou are teqtiu"ed
to provide within thirty (30) days from the date of Teceipt of this notice of reqmreﬁxent andin
accordance with the provisions of subsection 289(1) of the Act, the following information and

docu.ments for the above-named busmess pertaining to the period July 1, 2017 to December 31,
. . ‘

A. Photocopies of all invoices issued by, issued to, or on behalf of S.S. Cash for GOld Inc.
to Express Gold Refining Ltd. for the period noted above.

B. Photocopies, front and back, of any cheques issued to S.S. Cash for Gold In¢; or the
period noted above.

C. Any reports or settlement details for invoices paid by Expms Gold Refinmg Ltd to S S.
. Cash for Gold In¢. that were not paid by cheque.

Campliance with tlus requirement may be achieved by sending via registered mail, within the
thirty (30) day period, the information and documeits hereby required to Frank D’ Agnillo at the
following address:

" London — Windsor Tax Semees Office
185 Ouellette Ave. )
| Wmdsor ON N9A 4H7

Failure to comply with this request for mformauon can result in the Canada Revenue Ageney '
requesting a compliance order under section 289.1 of the Act. Failure to comply with such &

. compliance order could leadto a ﬁndmg of contempt of court.
You are also liable to prosecutxon, without further notice, under subsection 326(1) of the Act -

which provides for, on summary conviction, a fine of not less than $1,000 and not exceeding
$25,000 or such a fin¢ and imprisonment for a term not exceeding twelve (12) months. ;

Y

Calladm o ' o : R350 & (08)
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If you have any questions or concerns regarding this requirement, do not hesitate to contact

reached at 1-888-551-5655 extension 6257#

Your pmmpt reply is appreciated.

sar¥a . Yyl

. ¥rank D*Agnillo at 1-888-551-5655 extension 6233#. His team leader, Mark Des,;ardms, may be

Tk Semm Office: London-Wmdsor TSO. . i, N
.. . <, . N
Fax: - l~8§§3§54-5855 T e
- Address:: 185 Ouellette Avenue .
o " Windsor, ON, N9A 4H7 ’
Website: www.canadaea: " “ '
" ¥
% £
1070 e
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April 19, 2018 -

Atef Salama ‘ .

Express Gold Reﬁnmg Ltd .

215 Victoria Street P
Suite 400 e . £ ’
Toronto, ON MSB 1T9 . T

Re: 2131011 Ontario Inc . : o
David (Dayve) Gallia.e. : . ., . C N

- WIEHE Garofalo o T = e e a2
1271470 Ontariolnc .. -~ . . : : -
ItalgoldIne » -

Dear Mr. Salama - . o *

For purposes related to the administration or enforcement of the Exeise Tax- Acr, I request you to provnde
. the following mformauon no later than May 18,2018. -

- ledger accounts showing all purchases made- from any of the above named parhes fon the period
, 2013/01/01 to 2017/12/31 inclusive

= ledger accounts showing all sales you made to any of the above named paxtxes for the pened
S 2013/01/01 t0 2017/12/31

- all purchase invoices issued by any of the above named parties for 2013/01/01 to 2017/12/31
inclusive

"< allsalesi mvo:ces xssued by you to any of the above named parties for-20 13/01/01 tor 2017/ 12/31
mclusrve

— —— .

- coples of the front and back of all cancelled 1ssued to-any of the above named parties for
2013/01/01 to 2017/12/31 inclusive

Pursuant to the provisions of subsection 288(1) of the Excise Tax Act, I am ﬁquesﬁng you provide the
inforation as outlined above. Subsection 286(1) of the Excise Tax Act requires every person who
carries on a busmess or is engaged ina commerc:al activity in Canada to mmntam beoks and records

Sections 288(1) of the Bxcisé Tax Act (BTA) and Seetlon 231.1(1) of the Cauadlan Income Tax Act,

(ITA), authorizes representatives of the Minister to enter into any premises or place where business is
conducted and anything is done. in conniection with a busmess forthe purpose of examining books and
records of, or relating to the taxpayer '

*F

Windsor Tax Services Office B 0 services scax - Telephone: 519-354-6651 x 6295 - :
P.0. Box 1655 de Windsor C.P. 1655 * Fax: 519-257-6911 (hnad'ii
185 Ouellette Ave. . 185, rue Quellette Business Enquiri¢s: 1-800-959-5525 1 . -

Windsar, Ontario N9A 7G7 W‘ndsor ON N9A 7G7 Intemet: www.cra-arc.gc.ca

hmf— my m ¢ e—— " aima o maw, iRmem -
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These section also requires any person on the prem:ses to give the authorized representatlve all
reasonable assistance and to answer all proper questions relating to the administration and enforcement

. of the ITA. Finally, section 231.1(1)(a) authorizes us to “inspect, audit or examine the books and
records of a taxpayer and any document of the taxpayer or of any other person that relates or may relate -
to the information that i is, or should be, in the! books and records of the taxpayer”.

- This letter should be considered an informal tequest for the information noted. If you choose to ignore
this request, we could issue a formal legal requirement requesting the information at a later date
pursuant to subsection 289(1) of the Excise Tax Act. Failure to comply with a formal legal reqmrement
could lead to fines or imprisonment.

Any documentation you provide will be used for the express purpose of the enforcement and

- administration: of thesEx2isé Tur Act-and will not be used.for any oicr puspose or disdTosed to any-other
persons. QQBgLs_encl_qgm Photocopies of any records you provide will not be returnéd to you and
-will be déstroyed at a later date

Please provide a current contact phone number where you can be reached in case we need to call you for
clanﬁcanon purposes.’ - +

‘We hope that this alleviates any concerns.you may- hz_we with respect to our request'and we ﬁank you for
your cooperation in this matter. The document can be sent to the address shown in the footer below. If

you have any quéstions or concerns please contact me at'1-888-55 1-56.,.. extension 6295. My team
leader, Mark Desjardins can also be reached atextension 6257, -

Yours truly,

}ﬁ?mx

Audit Division

o e . .. Lo . v mem—a—e = .

Windsor Tex Services Office ~ Bureau des services fiscaux ~ Telephone: 519-354-6651x 6295

P.0. Box 1655 de Windsdr CP. 1655 Fax: 519-257-6911

185 Cuellette Ave. 185, rue Ouelleste Business Enquiries: 1-800-959-5525 .
Windsor, Ontario N9A7G7  Windsor, ON N9A 7G7 Internet: www.cea-arc.ge.ca

.
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.*I Canada Revenue ggenoe agg revenu

Agency Cana

May 22, 2018

Express Gold Refining Ltd. ‘ -
c/o Atef Salama

400 —215 Victoria St.

Toronto, Ontario

M5B 1T9

Re:  Best Gold Refining Ltd.

A . [N
it T, -—.,_..—. v N R —

Dear Sll’ or Madam

For purposes related to the administration or enforcement of the Excise Tax Acty1 reqnest
you to provide within (30) days from the date of this letter the foﬂomng documentaticiy
relating to the above noted individual. “

A. Photocopies of payable invoices, if any, incl_uding shipping and other supporting
-documentation, réceived by you from Best Gold Refining Ltd. between January 1,

2014 and March 31,2018
B. Photocopies of payments made to Best Gold Refining Ltd. between January 1,

2014 and March 31,2018

, Pursuant to the provisions of subsection 288 (i) of the Excise Tax Act,] am mquwtmg

you provide the information as outlined above. Subsection 286 (1) of the Excise Tax Act
requires every person who carries on a business or is engaged in a commercial activity in
Canada to mamtam books and records.

This letter shou.ld be consxdered an informal request for the information noted. If you.

~ . choose tg.ighore this requést We could issué a fornial leg gal Tequirenient requesting the: .

information at a later date pursuant to subsection 289(1) of the Excise Tax Act. If you
choose to comply, please contact me as S00n a3 posmble to make arrangements to prov:de
the documentatlon Co .

Any documentat:on you prowde wﬂl be used for the expness pmpose of the
admlmstrauon or enforcement of the Excise Tax Act and will not be used for any other

purpose or dlsclosed to any other third party

Can d"'

A350 E (08)
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1f you need any further assistance or clarification regarding this request, do not hesitate to
contact me 1-888-551-5655 extension 6222. My team leader, Natahe Ayer, can be
reached at 1-888-551-5655 extension 6329.

T

~ Yours truly, ,
Jacqueline McConnell CPA CA
T "TTﬂxSemcw Office: 17— London - Windsor T e

Telephone: 519-973-7999 ext. 6222
Pacsimile: 519-257-6911

Address: 185 Ouellette N
Windsor, ON N94 4H7 "

Internet: www.cra.ge.ca
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-Agency

/ I*I Canada Flevenue. Agecn::a ccl!: revenu ' : . .

June 20, 2018

Express Gold Refining Ltd.
2135 Victoria St. Suite 400 _ N
Toronto, On M5B1T9 . Fax: 416-363-9633

Dear Atef Salama ,
Subject: Asia Pacific International Inc. o/a Bulh'on Mart

For purposes related to the administration or enforcement of the Excise Tax Act (ETA) you are
requested-to provide within fourteen (14) days franuthe:date of receipt of this notice, and in
accordance with the provisions of'subsection 2&86%}icftheETA, the following-information,

' ents fcrfﬂae’above-named enuty pertmmﬁg" e ;:,mod»]"ammry 01, 20L5 0 May

ATt A i“ oSt L i

o a co J available written agreements or contracts between Express Gold
and Asia Pacific Intémational Inc, o/a Bu‘ﬂron Mart penaunng to

goodslservrces provided of receiVed; - -
copies of all mvo;pes 1p:or from Asia Pacific. Intematronal Inc. o/a Bulhon Mart.

detailed description of all goods : and serviges premded to or by Asra Pacnﬁcintemaﬁonal
Inc. o/a:Bullion Mart;. ‘and

e details of all payments made to or from Asia Pacific Intemational Inc. o/a Bullion Mart,
including cash payments, Gopies of the front.and back of all cancelled cheques, electronic
fund transfers wue transfers, and any other settlement payment methods.

g mformatmn requested should be sent to the aftention of Chris Antulov at the address
below. -

We thank .you. for your assistance ‘Should you | have any further qu 14 ions or concems please |
do not hesitate to.contact me at 780-419-4037. My team leader, '
reached at 587—489-2064

aggie Wong, can also be
- 2T m\ T w / N

- - .
3 - e - a————— ¢ ————a, =y re—e— b sl g -

"‘ChnsAntulov IR » . L

Auditor . _ . . MR
GST/HST Audit D,rvzszon . . ‘ .
Canada Revenue Agency . =
Address 10+9700 Jasper AvenueNW Intemnet: - canada.ca k

‘ Edmonton’AB T5J 4C8 Toll Free: 1-800-959-8281 (¥ndividual)
Fax: . 780-495-7369 ... - - 1-800-959-5525 (Bu{ness)

w

-
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/ I*l CanadaRevenue ng %’; revenu :

Agent:y

June 25, 2018

Ms. Salama

Mr. Atef Salama

Mr. Nabil Salama

e
s Go.

400 - 215 Victoria Street

Toronto ON M5B 1'1'9

Dear Mssrs Salama and Ms.Salama:

requesl:ed to prowde mthmfourteen (14) days ﬁ-om the date of rece1 t of th1s notice, and in

accordance with the provisions of subsection 288(1) of the ETA, the following information,

abnd do%um?latszfglr;he above-naméd entity pertaining to the period from January 1,2015to -
ecember '

_ | -

* acopy of any available written agreements or contracts between Express Gold Refining
Ltd. and 8561648 Canada Inc. pertaining to goods/services provided or received;

e copies ofall invoices to or from 8561648 Canada Inc.;

e detailed description of all goods and services provided or recenved from 8561648 Canada
Inc.; and-

o details of all payments made to or from 8561648 Canada Inc., including cash payments,
copies of the front and back of all cancelled cheques, electromc fund transfers, wire

. transfers, and any other settlement payment methods. e

g’hle mformatlon requested should be sent to the attention of Carrie Lafreniere at the address
elow. - .

We thank you for your assistance. Should you have any further questions or concerns, please
do not hesxtate to contéct me at 587-489-2032 My team leader gie, can also be- mached at

GST/HST Audit Division = - 7
Ca.nadaRevenue Agency - L
Address: 10— 9700 Jasper AvenueNW Internet: canada.ca

Edmonton AB TSJ4C8- - , '.fl:‘gll Free:  1-800-959-8281 (Individual)

Fax: 780-495-7369 e B 1-800-959-5525 (Busmm)

R O A T N TR
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;(é/ - “l CanadaBorder  Agence des services
I y W Services Agency . frontaliers du Canada

.-

PROTECTED B

" Case No. C-2016-009128
. : July 12,2018
PRIORITY POST
Mr. Atef Salama . . ‘
Director '
Express Gold Refining Ltd - pu)*d\ G«.\«J«-\s QM\?
215 Victoria Street o
Toronto, Ontario, MSB 1T9 . &P dvsputu e 106421
Dear Mr. Selema: - e Lk 4 s oot 5

Subject. Trade Compliance Venficauon Notification Letter — Tariff Classnﬁcatmn —_— F’ulsvk M N

EXPRESS GOLD REFINING LTD (Express- Gold Refining Ltd), Busmess Number— .
138557095RM0001—has been selected by the Canada Border Services Agency (CBSA) fora. Yrade
Compliance Verification. This verification is conducted under the authority of sections 42 and 42.01 of
the Customs Act. The objective of this vérification is to pfomote and ensure compliance with customs
accounting obligations as they relate to the CBSA’s tariff classification program, specifically with
regard to gold unwrought or in semi-manufactured form.

" - The verification period will be from June 1, 2016 to May 31, 2017. It is antxclpated that this verification

will be conducted as a “desk verification” however, if required, you may be contacted to armnge an on-
site visit to the company’s premises. ,

“ This vérification will be conducted using a sample of Express Gold Refining Ltd Canada Customs Entry

Coding Forms (B3s). Pursuant to subsection 40(1) of the Customs Act, please provide the following
documentation and/or records for each of the B3 transaction lines listed in Appendix A:

o . Canada Customs Coding Form (B3)
o Canada Customs Invo:ce

i v o

e Comrmercial Invome
o Product literature, or. any-other mformatlon that will assist or that was used in the determination
of the tariff classification of the imported goods

. . . .

Can dm ;
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_ Information obtained during the verification will be treated in a confidential manner as required by
section 107 of the Customs Act. To ensure the CBSA is responsive to our clients’ needs for privacy and
that we maintain the confidentiality of any information that may be shared or exchanged as a result of
the verification, we have enclosed an Authorization to Share Information Form. If applicable, please

"+ complete the attached form to indicate the type of correspondence and/or communication you authorize

CBSA to provide and/or engage in with your customs broker or other customs service provider. Once

.~ wereceive the completed form, the CBSA will provide your customs broker or other customs service

provider with copies of all information and/or communicate with them, as per your authorization, in
accordance with paragraph 107(9)(b) of the Customs Act. Please return the attached form to my attention
with the original signature of an authorized officer of the company

Upon complehon of the verification, Express Gold Refining Ltd will receive an interim report
summarizing the verification findings and outhm.ng any additional requirements when corrective actions
for future comphanoe are requ.u'ed. :

For the reassessment period, Express Gold Reﬁmng Ltd will be required to correct all same and similar
goods to those goods found to be in error and referenced in the final report. Same and similar goods
mean: other models of the goods verified, and any other goods that have the same function as the goods
verified, that differ in a manner (e.g., size, colour, capacity, etc.) that is not relevant to the tarif
classification of the goods to the tariff item level. Express Gold Refining Ltd will have the opportunity
to provide comments prior to the i issuance of the trade complience verification final report.

If incorrect tariff classx.ﬁcauons are Adennﬁed w1thm the. sample, the import transactions verified will be
. corrected/re—determmed by the QBSA on Deta.lled Adjustment Statements. If incorrect tariff
classifications are identified, Express Gold Reﬁmng Ltd will'be'fequired to'make cortections on
 transactions outside the sample for all same and similar goods imported during the reassessment périod.

For details regarding the Reassessment Poth. please refer to the CBSA website: http//www.cbsa-
asfc.ge. ca/pubhcattons/dm-md/dl 1/d1 1-6-10-eng html

If we do not receive all the requested documents by the date indicated below, Express Gold Refining Ltd
will be assessed an Adrmmstratlve Monetary Penalty under Contravention CIS7 wluch reads as follows:

__ Person who nnports, or causes to be imported, commercial goods failed to make records

G R R ._ ,‘...M@pmmmmmmﬁmqumed

Conn-avennon ClS7 is apphed ona per wntten request basis. Failure to respond to this written request
for records and documénts will result ina first level penalty of $300.

For details regarding the Administrative Monetary Penalty System (AMPS) please refer to the CBSA
website at: http://www.cbsa-asfc.ge. ca/trade-commerce/amps'/menu—eng html

7 Tam. the principal contact for this venﬁcatlon Should you require additional information, I can be

reached at the number below. Please ‘submit all réquested information, referencing Case No. C-2016-
- 009128 and the spec1ﬁc B3 transacuon numbers, to my attention by August 11, 2018.
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Mmsmmmmmm « lcan&'am. Agence du reveny
and Quéhes Seles Tax B - Rancy  daCanata

August 1,2018

Bxpress Gold Refining Ltd
(Luisa Miranda) .

Express Gold Refining Ltd
215, 8t Victoria, SUITE 400
Toronto (ONTARIO) M5B 1T9

. Subject: Request for documents and information

We wish to verify' certain informaﬁon about the following business: 5295-7216 Qusbec
inc..

In order for us to verify that information, please send us, for the period from June 1, 2016,
to Decembér 31. 2017, photocoples of the documents listed ‘below conceming that‘

supplier. .

. olnvmees showmg'ﬂxp dmr. quumha.se the m.voice number, the total pmchase athount ;

before taxes and the taxes charged. -
‘e Photocopies.of both sides ofthe cheques ﬂmtwere used to pay forthepurcbases from
thie supplier.
o'I‘henameofﬂwcontactpasonforﬂnssuppher. ' .

oThe conu'acts entered mtownhthe supplier.
oBank mment i wire transfer payment .

.Note that we may request other docmnents or explanatlons concerning certain invoices.

Pleasc send the requested dooumenm and mfonnanon to the undersigned, whose contact
information i$ given at the boftotii of the page, by August 16, 2018, "

Ifyou would like. mare informgtion, please conmct the undersigned.
Yourcoommtxonisessenﬁaltomamtmmngahxsystemthatmﬁnrforaﬂ.

Dini Courcliesné- " ‘

.. Service de.vérificaionC . . . . | .
Sectourlltdos . .. N Be
! ;Buresu RC-190
W(GMJNM b

Tildooplowr : suzas&as.n%a@-me : :
rovenuguobecce- 1 % coe VER-3858.3-V (2017-08)
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AUG 20 2018

e A

REGISTERED

ATEF SALAMA

DIRECTOR

EXPRESS GOLD REFINING LTD.
400-215 VICTORIAST =
TORONTO ON M5B 1T9

Dear Mr Salama.
_..Re: Aundit of 2575720 Ontano Inc. OIA AM Cash for Gold

e e L

a5

[ e e 1

For - purposes related to the admm;stranon or enforcement of the Excise Tax .[ct and
in accordance with the provisions of subsection 289(1) of the Act, you are required

to provxde within thirty (30) days from the date of receipt of this.requirement, the

following information and documents for the above-named businesses pertaining to*
the penod ﬁ'om May 1, 2017 to March 31, 2018: ' ‘s.

-._

1. Statement prov1dmg details of all purchases, méluding barter’ ﬁansacttons
- from the above named businesses for the period from 2017-05-01 to 2018-
~ 03-31. This statement should mclude invoice date, mvmce number, amount,
- and GST/HST pa.ld

2. Statements, prewdmg detmls of all sa.les, including barter transactions to the’
-above named-businesses for the period from. 2017-05-01 fo 2018-03-31. This
statement this should include invoite date,_‘mvome number, amount, and

" GST/HST collected. i ‘

N

3. Copies of all purchase invoices and sales invoices; including records of barter
* ' -transactions from’ (to) the dbove niamed businessés for the penod from 2017-
~ 05-01 t0.2018-03-34:- R e e

4 "Copies of all ‘assay reports for all purchases "and sales; including barter
u'ansacuons from (to) the above named business for the period from 2017-

. 05-01 t02018-03-31.

v on ot

To comply with this requirement,. please contact Salome Callaghan at43 7-996-1 577

. within the thn'ty (30) day period to arrange a date and time to make available the

required information and documents Alternatively, comphanee with this
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requirement may be achieved by sending via registered mail, within the thirty 30) '
day period, the information and documents hereby requxred to the attentionof
' Salome Callaghan at the following address: , ,

* Toronto West-Thunder Bay TSO
5800 Hurontario Street — 11 Floor
- Mississauga, ON L5R 4B4

Failure to comply with-this request for information can result in the, Canada Revenue -
Agency requesting a compliatice order under section 289.1 of the Act. Failure to
comply with such a comphance order could lead-to a ﬁndmg of contempt of court.

S Ify(ju have any guesuons, you may call Salome Callaghan at 437-996-1577. You

“may also contaet theTemLeader Gn-thlsﬁle, Saﬁd&s;ataos-sls-ml
Thank you for your co-operanon. Yom' prompt reply is apprecxated | _ \
Smcerely, .

Ao e S—

Rob Musselman
Section Manager, GST/HST Audit Division
Toronto West-Thunder Bay Tax Services Office

Telephone : 905 - 803-7884

“Fax: - 905 - 803-7849

Address:- ". 5800 Hurontarjo Street
... . Mississauga, ON, L5R4B4

Website: ~ camada.ca

R L 3 — e e .
“as - Tk ina WAL ~.

]

— e T TR
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August 23,2018

Mr. Atef Salama

Express Gold Refining I.td
400 - 215 Victoria Street
Toronto ON M5B 1T9

Dear Mr. Salama:
Subject: 2602265 Ontario Inc.

For purposes related to the administration or enforcement of the Excise Tax Act (ETA) you are
requeated to prowde within fifteen (15) days from the date ofrecelpt of this nouce, and'in

and documents for the above-named entity pertammg to the penod from Oetober 1,2017t0
.April 30, 2018:;

e acopy of any ava:lable wntten agreements or contracts between Express Gold Refinipg

Ltd and 2602265 Ontario Inc. pertaining to goods/services provided or recelvgg
" e copies of all invoices to or from 2602265 Ontario Inc.;

o detailed description of all goods and services provided or received from 2602265 Ontario
Inc.; and

e details of all payments made to or from 2602265 Ontario Inc., including cash payments,
copies of the front and back of all cancelled cheques, electronic fund transfem,
transfers, and any other settlement payment methods.

g‘hle information requested should be sent to the attention of Lorena Neitsch at the address
elow.

We thank you for your assistance. Should you have any further questlons or concerns, please
do not hesitate to contact me at 587-489-2041 My team leader, Mgle Wong, can also be
reached at5 87-489-2064 '

Sineerely, |

Lorena Neitsch

Auditor

GST/HST Audit Dmsxon
Canada Revenue Agency

Address: 109700 Jasper AvenueNW . Internet: canada.ca

Edmonton AB T5J4C8 * °  TpllFree:  1-800-959-8281 (Individual)
Fax:  780-495-7369 * . . 1-800-959-5525 (Business)

C m e .
- . R RISOE(08) -

oordange wit, n e,q ions ofispbsection 288 A:-El alldsaing L
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August 23, 2018

Mr. Atef Salama

Express Gold Refining Ltd
400 - 215 Victoria Street, Suite
Toronto ON M5B 1T9

Dear Mr. Salama:
Subject: 2457041 Ontario Ltd.

For purposes related to the administration or enforcement of the Excise Tax Act (ETA) you are

reguested to provlde w1thm ﬁﬁeen (15) days ﬁ-omthe date of rece1 pt of this notlce, and in

¥ { cardan with-thesmreiisio; as of:sub oy oW B -. ) % Feslloitn e B;
and documents for the abov&named enutyperlmmngto the penod from Marchl 2016 to
May 31, 2018:

e acopyofany avaﬂable written agreements or contracts between Express Gold Refinipg
Ltd and 2457041 Ontario Ltd. pertaining to goods/services provided or recelvgl

e copiesof all invoices to or from 2457041 Ontario Ltd.;

e detailed description of all goods and services provided or received from 2457041 Ontario
Ltd.; and

o. details of all payments made to or from 2457041 Ontario Ltd., including cash payments,
copies of the front and back of all cancelled cheques, electronic fund transfers, wire
transfers, and any other setﬂement payment methods.

g‘hle information requested should be sent to the attenuon of Lorena Neltsch at the addwss
elow.

We thank you for your assistance. Should you have any further questions or concerns, please
do not hesitate to contact me at-587-489-2041. My team leader, Maggiec Wong, can also be
reached at 587-489-2064.

Sincerely,

St

Lorena Neitsch

Auditor

GST/HST Audit DlVlSlon
Canada Revenue Agency

Address: 10—9700 JasperAvenueNW' Internet: canada.ca

Edmonton AB T5J4C8 *° ' “TpllFree:  1-800-959-8281 (Individual)
Fax:  780-495-7369 - ... .+ 1-800-959-5525 (Business)

Canadd = ‘ e
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September 5, 2018

Atef Salama

_ Express Gold Refining Ltd
400-215 Victoria Street
Toronto, ON MSB 1T9

Re:  Requirement for Information and Documents (“RFI")
- Karolbagh Jewellers Inc
Manju Bala Lal

A

For purposes related to the admimstratron or enforcement of thg l-'xdse TQXAct you ar’g&_guired

ays from the date of recelpt of this notice of requirement, and in
accordance with the provisions of subsection 289(1) of the Act, the following information an
documents for the above-named Indlvndual/buslness pertaining to the date 2015/01/01 to’
2017/12/31.

W

~= coples of purchase ledgers for the period 2015/01/01 through 2017/12/31 inclusive:

- - copies of your accounts payable sub-ledger account for the above named-parties for
2015/01/01 through 2017/12/31 inclusive.

- . copies of aﬁ ;rurcliase invoices issued to you by the above named parties for 2015/01/01 to
2017/12/31 inclusive :

- copies of the front and back of all cancelled you wrote to the above named parties for
2015/01/01 to. 2017/ 12/31 inclusive

- coples of all sales involces issued by you to any of the above nahed parties for 2015/07701'
, - to 2016/12/31 lncluswe B 7
'—‘—"'*—Compmmh th‘ls"Tef”" iférﬁt‘rﬁ‘ﬁb’é’iaﬁevea‘ﬁy sending via egi§ferea mail, W"ltﬁv hinthe =~
thirty (30) day period, the Information and documents hereby required to Denise Addley located
at the following address:

~ Denise Addley
Canada Revenue Agency
185 Quellette Avenue .
ThirdFloor - ‘
Wmdsor ON N9A 4H7

v

Canadﬁl. . RI50 £ (00)



211

Photostatic or certified copies of the documents will be sufficient. -

Failure to compiy with this request for Information can result in the Canada Revenue Agency
requesting a compliance order under subsection 289.1 of the Act. Failure to comply with such a

compliance order could lead toa finding of contempt of court.

You are also liable to prosecution, without further notice, under subsection 326(1) of the Act,
which provides for, on summary conviction, a fine of not less than $1,000 and not exceeding
$25 000 or such afine and im prisonment for a term not exceeding twelve (12) months

Your prom pt reply Is appredated

I YRR S e Sves: A

Slncerely,

‘ %@w\;

.Kerry Peters
Sectlon Manage GST/HST Audit
London-Wlndsorja:g_ Sgrvlces Office

Telephone:  519-973-7999x 6390 -
Facsimlle: 519- 257-6911
Address: 185 Quellette Avenue

. Windsor ON NSA 4H7
Internet: Www.cra-arc.gc.ca

e . - “e .
.- . e e ma L e maae -

LURNT L s vr AN - EREY Lol SRR

l“:

e s e
SRR . ..r‘f-‘ cera Lo R A JRRT .
. Rl AR o DYACINT SRS > L I . L
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l*l Canada Revenue  Agence du revenu
Agency du Canada
REQUIREMENT TO PROVIDE DOCUMENTS OR INFORMATION

September 21, 2018

Registered Mail
'EXPRESS GOLD REFINING LTD.
400 - 215 VICTORIA STREET
TORONTO ON M5B 1T9

Re: 2337980 Ontario inc.

For purposes related to the administration or enforcement of the Excise Tax Act (Act) and
in accordance. with the provisions of subsection 289(1) of that Act, you are: required to

provide within thirty (30) days from the date of recaipt of this requirement, the following
information and documents for the above-named entity, pertaining to the period from
January 1, 2015 to ﬂne 30, 2018:

1. All’dowmeﬁts and ba?ticulars of all transactions between the person named
" above and your company. e )

2. Copies of all Assay Reports prepared on behalf of the person named above
during the period of time noted above.

Compliance with this requirement may be achleved by sending by registerad mail, within
the thirty (30) day period, the information and documents as required to Cathy
Cochrane. atthe address below.

If you have any quest!one please contact Cathy Cochrane at (519) 645-5012 The
auditor's team leader, Natalie Ayer may be reached at (519) 973-7999 extension 6329,

Fallure to comply with this requirement can result in the Canada Revenue Agency
requesting a compliancé order under section 289.1 of the Act. Failure to comply with
such a compliance order could.lead to a finding of contempt of court.

Your_ptbmbﬁeplyfis' requested . o , - : . e

Singer:

Myles Nimetz

Manager, Audit

GST/HST Audit Division ... .
London-Windsor Tax: Services Ofﬁce
Canada Revenue Agency

Fax: (519) 675-3251 -
Address: 11* floor, 451 Talbot Street, London Ontario N6A 5E5
Website: https:/iwww.canada.ca/en/revenue-agency.html

Canéd?:’i - _
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.*l Canada Revenue Agance du revenu
Agency du Canada

September 24, 2018

Atef Salama

Express Gold Refining Ltd
215 Victoria Street

Suite 400

Toronto, ON M5B 1T9

. Regarding: Goldbrex lmpmanonal Inc | e
e e ane « —Asia-Paraveén-— v e e e am e e e, e v
AhmadNawaz ’

For purposes related to the admlmstrauon or enforcentent of the Excise Tax Aet, we requestyou

provide the followmg mfo:mahon no later than Monday, October- 26 2018. iy
ay

- ledger accounts showmg all purchases made ﬁ-om any and all of the above named parties
for the penod’2015/09/01 to 201 8/06/30 inclusive

- all sales invoices issued to you ﬁ'om any of the above named parties for the penod
2015/09/01 to 2018/06/30 inclusive

- copies of the front and the back of all cancelled cheques issued by you to any of the
above named parties for the period 2015/09/01 to 2018/06/30 inclusive _

Pursuant to the provisions of subsection 288(1) of the Excise Tax Act, we are requesting you
provide the information as outlined above. Subsection 286(1) of the Excise Tax Act requires
every person who carries on a business or is engaged ina commerclal acl:mty in Canada to

mamtmn booksand records e

" “Sections 288(1) ofthe Excise Tax Act (ETA) and Section 231.1(1) of the Canadian Income Tax
Act, (ITA), authorizes representatives of the Minister to enter into any premises or place where
business is conducted and anything is done in-connection. with a bums for the pmpose of
examining books and records of, or relating to-the taxpayer. . , .

These section also requires any person on the premises to give the authorized representative all
reasonable assistance and to-answer all proper questions relating to'the ‘administration and
enforcement of the ITA. Fi inally, section 231.1(1)(a) authﬁlzbs s to “inspect, audit or examine
the books and records of a taxpayer and any document of the taxpayer or of any other person that
relates or may relate to the mformauon that is, or should be, in the books and records of the

taxpayer” w

X

 Juer R _
Canadd ™ - e



- 'I'lus letter should be consldered an informal request for the information noted. Ifyou choose to -
. ignore this request, we could issue a formal legal requirement requesting the information at 8
- later date pursuant to subsection 289(1) of the Excise Tax Act. Failure to comply with a formal
' lega.l requirement could lead to fines or imprisonment.

: Any documentation you provide will be used for the express purpose of the enforcement and

'administration of the Excise Tax Act and will not be used for any other purpose or disclosed to

. any-other persons. Do not send originals. Photocopies of any records you provide will not be
retumedtoyou and will be destroyed at a later date.

Please provide a current contact phone number where you can be reached m case we need to call
' wuforclanﬁwﬁonpmposes oo LT ST o

"We hope that_ this alleviates.any concerns you may have with respect to our request and we thank

you for your cooperation in this matter. The dogument can be sent to the address shown in the

footer below. If you have any questions or coricerns pleasé contact me at 1-888-551-5655 *

extension 6295. My team leader, Natalie Ayer can also be reached at extension 6326

Yours truly,

Denise Addley
Audit Division

.C‘OA’V"-d‘Q‘.p‘/\W , gawwy

OUe,“e:He,
185 Quellefie fvenve

(WImdson /oc'rono
NoA 453
3% Plooy 7.

L]

214 °
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l*. Canada Revenue A'gence du revenu
Agency ~du Canada

Toronto Centre Tax Services Office
Toronto ON' M5J 2X6 REGISTERED MAIL

September 25, 2018

EXPRESS GOLD REFINING LTD.

- ¢/0 MANAGER

215 VICTORIA STREET, #400
TORONTO ON MSB 1T9 '

‘'Dear.Sir or ‘Madam;

- — e m— e, = aa

Re: GOLD & SILVER INC. | e

.-

We are writing. to ask for 1nfonnat:|.on to help us in administering
and enforcing the "Excise Tax Act" under subsection 288(1),. PPease
send us the follow:.ng information within 45 days: s g

1) complete copies of all contracts entered inté, with or on -
behalf of the above named party

2) copies of the 3 most recent invoices received f£rom or on
- behalf of the.above named party : v

3) complete copies of the 3 most recent cheques (both sides)
you received from or on behalf .of the above named party

4) complete copies of the 3 most recent cheques (both sides)
. you :.ssued to. or on behalf of the above named party

5) if any payments were made electonically and/or by w:.re '

er—provide—the-cemplete—banking—information—for

the 3 most recent payments

6) complete name(s), telephone number(s) and addresses of the
contact persbon(s) for the above named party

- ce /2

Y A

. atnoqa TP Ofﬁoe oﬁ: %&
‘ oll Free : 1
Canadd 5% essiste 100 Nio: ST m%ox
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Protected B
- when completed

" As stated below, article 7(3) (c.l) (iii) of the "Personal
Information Protection and Electronic Documents Act" (PIPEDA)
allows you to disclose personal information to the Agency, without
- the knowledge or consent of the individual, for the purpose of

administration of any of the acts listed above:

®*(3) For the ‘purpose of clause 4.3 of Schedule 1, and desplte the
note that accompanies that clause, an organlzatlon may disclose
personal information without the knowledge 6r consent of the
individual only if the disclosure is (c.1l) made to a government
institution or part of a government institution that has made a
request for the information, identified its lawful authority to
obtain the information and indicated that (iii) the disclosure is
requested for the purpose of administering any law of Canada or a

province".
Thank you for your aggistance in this matter.

Yours truly, ‘ 3 '

Y Jnhro

Ms. D. Forbes.(1213)
Collections Officer

\t‘
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I*I Canada Revenue dAg%‘:nead: revenu
October 4, 2018

Mr. Atef Salama

Express Gold Refining Ltd.
400-215 Victoria Street
Toronto ON M5B 1T9

Dear Mr. Salama:

Subject: 2578202 Ontario Inc.

ax AC

: you are requested to prov1de thhm ﬁhen (15) days from the date of receipt of this

~potice, and in accordance with the provisions of subsection 288(1) of the ETA, the
following information, and documents for the above-named eritity pertaining to the
period from May 18,2017 to August 31, 2018: '

¢ acopy of any. avmlable written agreements or coniracts between Express Gold

" Refining Ltd and 2578202 Ontario Inc. pertmmng to goods/services provided or
received;

¢ copies:of all invoices to or from 2578202 Ontario Inc.;

o detailed description of all goods and services prov1ded or received from
2578202 Ontario Inc.; and

o details of all payments made to or from 2578202 Ontario Inc. including cash
peyments, gold payments, copies of the front and back of all cancelled cheques,
electronic fund transfers, wire transfers, and any other settlement payment methods.

Please send the information to the undersigned at the address below. If you have any
questions,.please call me at 587-489-2009 or toll free at 1-800-992-0562 My team
leader, Maggie Wong, may also be reached at 587—489-2064

“r—

Smcerely,

Ronald Cheung ", ., ... /. .
Auditor - _ T
GST/HST Audit Division

Canada Revenue Agency

Address: Suite 10 | Internet::  canada.ca
" '9700 Jasper Avenus NW -
‘ Edmonton AB T5J4C8 - Toll free:  1-800-959-8281 (Individual)
Fax: ' 780-495-7369 .- 1-800-959-5525 (Business)

"
1 .-b

Cana.d”' - . - _ nssoE(l;B)
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Canada Revenue :\genoe du revenu

‘Agency du Canada

October 17,2018

Mr. Atef Salama

. Director

Express Gold Refining Ltd.
Suite 400

215 Victoria Street .
Toronto ON M5B 1T9

- Dear Mr. Salama'

.can also be reached at 587-489-2064,

Snbjeet Request for information and docmnentatmn

are requested to provide within fifteen (15) days from the date of this letter, and in
accordance with the provisions of subsection 288(1) of the ETA, a copy of all invoices that
" yowhavein association with 2103710 Ontario Inc. and/or Mohammad Arshad, pmmmn to

the period from January 1, 2016 to June 30, 2018

-

The above requwt should not be considered exhaustive. We may request add:tlonal

information or documentation as deemed necessary. You may send us the information by

mall atthe addrws llsted below,

Please note that the above information is not being obtained as part of an audit of your
business but is requmd solely to verify amounts reported with the Canada Revenue Agency.

218

"“For purposes rélated to the administration or enforcement of the Excise Tax Act (fET‘ ), you

If you have any quwtlons, please call me at 587-489-2105, My team leader, Maggic Wong,

Sincerely,

W”"f

AmandaLy

Auditor
GST/HST Audit Dmsnon
Canada Revenue Agency

Address: Suite 10

9700 Jasper Avenue NW

. Edmonton AB T5J 4C8
Fax:  780-495-7369

Canadd

)

_——re e e ¢ ey S .h.-... Nm e - - - v e cmmes B2

. Ingeniet: can#da.ea
Toll Free: 1-800-959-8281 (Individual)

1-800-959-5525 (Business)

— o

R350 € (08)
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Carol A-.~N;ourdlne. CFE

Ctm!:gmbgl hvesﬁgaﬁms Dlv]slcn

Toranto North-Bante Tax Se : :
5001 Yense Sﬁ'eel.‘!'dmmo. oN l@mcsam

. Telo 41B) 218-0040
. . ax (416 318
Forui 5.605

| ,._'Canadh

monnc‘nou ORDER FOR:
DOC{TMENTS

(Subsection 437.014(3) of the (?rﬁﬂﬂﬂf
Cade} . ,

Canagda, -
Province otherta A
Pramalﬁegion - R

ToExprqu]ﬂ_," ning :
MSB1TY, abusmessthathasposs;esﬁpn oreentml of:heBQGUMENTSiJRnAMTO BE T
PRODIICED, refitred 10 below and thrsnotapmn under investigation foranuﬁ%meagm o
this Ant ar amy ﬁthenAcl* quainamem iy, mspect of the oﬂ‘ences set but helow; ’

. n
Wheneas 1 am,sahsﬁed by mﬁ)rmatwn on oathof D. Kevin Manton of Oalgary, A&er:a, air oﬁcer '

- of the Canada Revenue, Agency anda public officer appointed or designated to adiwhiistéror
enforoe 3 federal Taw;, whose duties inchide the enforcement of the Ficome Tax Act. and fhe.

Excise Tax def, ﬂmtthere are. xeasonaﬂ&@mndstobeheve that certain doguments or data,

namely. S

Copies.of duuwae:ﬁs cemﬁed ’by aﬂ'ﬁflavit ta be;»tme gopies, or dafa or documents to be pmdnced L
basedamdw:mams ordata already i m Sxiglenes; tmwtt‘ e )

Inthe possesmn of control of the, ExpreSs Gold. Reﬁnmg Ltd., loeatedat ZISVicisorm S¥, Suite: - -
400, Toronto, Ontarig ' Mﬁ}’l'l’?, for Amit Vierrai, The Gold Refinertie. alit:1696156 Alberts - - -
Inc3boﬂ1 operaﬁngas Gold Sta: Jewe]lers foi. thepamd ﬁ:om Jannaty I'y zamm Dccem’berSl. L.
2013 o ..
(a) Onginal cameﬂed gheques pazd o the above party‘
() Electmmcfunds ‘t:ansfer de&aﬂs pmd tor theabove party;and

(st) Wire transf&rﬁeiaﬂs paid to ﬂieabgvewty
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/ I*I Canada Revenue Ageétce du revenu |

" "Dear Mr. Salama,

Agency . duCenada

Ootober 19, 2018

Express Gold Refining -
400-215 Victoria St.
Toronto, ON. M5B 1T9

.
i L cm s tenmma L L I . .,
St TS T e el 1w LRI R P A

| For purposes related to the administration or enforcement of the Excise Tax Act, I request
_you to provide within (30) days from the date of this letter the following documentation
relanng to the above noted business. , )

A. Photocopies of i mvolces, if any, issued by Gold Rain Inc. to you for products/
services rendered for the period from May 22, 2015 to December 31, 2017.

B. Coples of cancelled cheques, issued to Gold Rain Inc. for payment of products or
services rendered by Gold Rain Inc. for the period May 22, 2015 to December 31,
2017. i cheques were not issued as payments, then a description of how the .
invoices were:settléd needs to be provided.

C Copxes of conu'acts or wiitten agreements, if any, entered into with Gold Rain Inc.

Pursuant to the provisions of subsection 288(1) of the Excise Tax Act,1 am requestmg you
prov:de the information as outlined above. Subsection 286(1) of the Excise Tax Act
requires every person who carries on a business or is engaged in a commercial activity in
Caneada to maintain books and records.

If yau choose to 1gnore tlns request, we could issue afonnal legat reqmrement requestmg
the information at a later date pursuant to subsection 289(1) of the Excise Tax Act.
Failure to comply thh a formal legal reqmmnent could lead to fines or imprisonment.

If you-choose to comply, please contact me as soon as possible to make arrangements to
. prov1de the doemnentatlon.

If you do not have any mformauon on the above noted mdmdual/bumness, or they were
not a customer of yours dunng the pmod requected, please respond to that effect in
writing,

“‘1 R

Canadi = e



221

Any documentauon you provide will be used for the express purpose of the enforcement
and administration of the Excise Tax 4¢t and will not be used for any other purpose or

disclosed to any other persons. Do not send original books and records. Photocopies
of any records you provide will not be reunned to you but destroyed at a later date.

Please prov1de a current contact phone number where you can be reached in case we need -
to call you for clarification purposes.

If you need any further assistance or clarification regarding this request, do not hesitate to
contact.me ABB&%-SGSS emensxon-GZIS.—My team.leadgr, Natalie-Ayer, can be rgached. .

£ sk s by 5‘6’55 exE*nsfonJ5329

Yowstuly, S

Elaine Marrocco -
Canada Revene. Agency
Tax Services'Office:-- 17 —London - Wmdsor
Telephone (Toll Free): 888-551-5655 ext, 6215 -
" Telephone (Local): 519-973-7999 ext. 6215
Facsimile (Toll Free) - 888-554-5855 .
Facsimile (Local): - - 519-257-6911
Address: 185 Ouellette

SR -+ Windsor, ON N9A 4H7.
Internet: : www.cra.gc.ca

-
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Agence d
.*. 2;2:?; Revenue dgeéfrend l; revenu

October 25, 2018

Mr. ﬁ:tef Salama

Express Gold Refining Ltd.
400-215 Victoria Street

Toronto ON MSB 1T9

Dear Mr. Salama:

Snbject‘ Elizabeth Precious Metals Ltd.

" u,‘-‘

For pmposes relaled to the adrmmst‘atlon or enforcement of the Excise Tax Act (ETA)
you are requested to provide within fifteen (15) days from the date of receipt of this
notice, and in accordance with the provisions of subsection 288(1) of the ETA, the
following information, and docyments for the above-named entity pertaining to the
period from January 1;:2015 to September 30, 2018: .

e acopy of any available written agreements or contracts between Express Gold
Refining Ltd. and Elizabeth Precious Metals Ld pertammg to goods/services
provided or received;

e copies of all invoices to or from Elizabeth Precious Metals Ltd.

e detailed description of all goods and services provided or received from
Elizabeth Precious Metals Ltd.; and

e details of all payments made to or from Elizabeth Precious Metals Ltd. mclud.mg
cash payments, gold payments, copies of the front and back of all cancelled cheques,
electronic fund transfers, wire transfers, and any other settiement payment methods.

Please send the information to the undersigned at the address below. If you have any
questions; please call me at.587-489-2009 or toll free at 1-800-992-0562. My team
leader. Mgggle Wong, y also b;_g.eached at 587-489-2064 — L

e

""—a-—....-u"

Smcerely, .

o

Ronald Cheung . -

Auditor

GST/HST Audit Division .
Canada Revenue Agency- -

Address: Suite 10 . Internet: canada.ca

9700 Jasper Avenuc NW .

Edmonton AB T5J4C8 = _ Toll free:  1-800-959-8281 (Individual)
Fax: : 780-495-7369 w ~1-800-959-5525 (Business)
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This is Exhibit “P” to the
Affidavit of ATEF SALAMA,
sworn before me via "
videoconferencing this 1/ gay
of October, 2020

<

A Comnyissioner, etc.

JANINE  ABuULVYAN, — EOSOTFR,
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l*l Canada Revenue Agence du revenu
Agency du Canada

Tax Services Office
Toronto ON M5J 2X6

November 14, 2017

EXPRESS GOLD REFINING LTD Account Number

C/0O ATEF SALAMA 13855 7095 RP0O00O1

400-215 VICTORIA ST.

TORONTO ON MSB 1T9 C. OM w28 (,}@.
M)--L\. o &M
!L*M'uzwvéh)};vw§%,®awﬁ

. NV -23 Lc.)‘( ™3 c-q&«
Dear Sir or Madam: 3

Subject: Trust accounts examination-payroll

This letter is to inform you that trust examiner, Christina
Noble, will be conducting a trust examination on your books and
records. Please contact Christina Noble no later than November
28, 2017 at 416-882-3214 to schedule the trust examination

appointment.

The Income Tax Act, Canada Pension Plan, Employment Insurance
Act, and Excise Tax Act state that you must keep books and
records and that an officer of the Canada Revenue Agency may

examine them.

On the day of the examination, please have the following books
and records available for the period Jan 1 2015 to present:

- general ledger

- subsidiary ledgers

- year-end adjusting entries

- payroll journals that show salaries, wages, and commissions
for the period

(include PD7A's and monthly CPP, EI and Tax deductions summaries)

- list of subcontractors and self-employed individuals and
their contact information, copies of contracts and invoices

- cash receipts and disbursements journal

- shareholders loan journal

- corporation documents (minute book, director registry)

- bank statements and cancelled cheques

- list of current accounts receivable (including credit card
and merchant numbers) and accounts payable

- year 2015-2016 T4 slips and year 2015-2016 T4 Summary

- Year 2015-2016 T4A slips and year 2015-2016 T4A Summary

./2

gonto-CentrWéas:tc Sgtrgl?ss Office

a dﬁ l" J%rl't Street
Call oronto ON MSJ 2X6 Web site : canada.caftaxes
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-2 - Acct No: 13855 7095 RP0001

list of all the taxable benefits for all employees,
shareholders, directors, and other person(s)
automobile lease and purchase agreements, including
contracts and logbook (s)

most recent financial statements

list of assets

is important that a director of the corporation be present for

the examinatioh to answer questionms.

If

you don't provide the requested books and records, we may take

legal action without further notice.

For more information, please contact Christina Noble at
416-882-3214.

Yours truly,

Z2—

James Didier
Trust Account Examination



This is Exhibit “Q” to the
Affidavit of ATEF SALAMA,
sworn before me via 4
videoconferencing this [iﬁay
of October, 2020

A Comn%oner, etc.

JANINE  ABVLUYAN — §O&OFR
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Express Gold Refining Ltd.
215 Victoria St., Suite 400
Toronto, ON M5B 1T9

February 1, 2013

Mr. Giuseppe Tucci By facsimile
Audit Manager 416-973-8822
Canada Revenue Agency

Audit Division, Toronto Centre TSO
1 Front Street West, 4th Floor, Suite 100
Toronto, ON M5J 2X6

Express Gold Refining Ltd. ("EGR"), Business Number 13855 7095
Dear Mr. Tucci,

Recently, we were approached by one of our customers who had been assessed by the Canada Revenue
Agency (the "CRA") for GST/HST not collected in connection with its companies' transactions with us.

In each case, the CRA assessed the company on the basis that the company failed to collect and remit
GST/HST on the taxable supply of gold to EGR. Each company is now seeking to recoup the GST/HST
assessed by invoicing EGR for the GST/HST collectible as determined by the CRA for each company.
That is, each company is invoicing EGR for the GST/HST assessed against it in respect of its transactions
with EGR.

We set out below the name of each company, its GST/HST account number and the amount of GST/HST
invoiced to EGR.

Company GST/HST Account Number | GST/HST Invoiced
1539058 Ontario Inc. 860348150RT0001 $49,612.42
1113128 Ontario Limited 140124231RT0001 $50,752.88
2079740 Ontario Inc. 827641143RT0001 $128,595.34
2236384 Ontario Inc. 822767851RT0001 $11,784.65
2221652 Ontario Inc. 842396053RT0001 $206,962.08
2165079 Ontario Inc. 816419154RT0001 $14,674.75

We have attached for each company a copy of the invoice, the Notice of Assessment(s) issued by the
CRA and the audit working papers supporting the amount assessed. In support of the amount invoiced by
2221652 Ontario Inc., we have also provided a copy of the audit proposal letter issued by the CRA
auditor, which describes the determination of the assessment,
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Kindly note that the CRA has not yet assessed the company for all of the amounts of GST/HST
collectible in the working papers. The amount of GST/HST invoiced by the companies is limited to the
amounts actually assessed. We have marked the working papers to show the amounts that are included in
the assessments against the companies which have been invoiced to EGR.

We request that you review the attached documentation and confirm in writing that it satisfies the
documentary requirements under subsections 169(4) and (5) of the Excise Tax Act.

Regards,

Express Gold Refining Ltd.
Mr. Atef Salama

cc: Mr. Randy Schwartz, Baker & McKenzie LLP
858386-v2\TORDMS

-~
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Affidavit of ATEF SALAMA,
sworn before me via
videoconferencing this&/ ﬁy
of October, 2020
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4

A Commisstoner, etc.

JENINE ABULUyAN — E§O08OFR
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l*' E::&dl;ﬂawwe mﬁgm

February 22, 2018

EXPRESS GOLD REFINING LTD o fe Vs it
215 VICTORIA STREET SUITE 400 5 70 '
TORONTO, ON Qur Ml { Noire rifécenc
M5B 1T9

Atten: Atef Salama

Dear Mr. Salama;

Re: Review of books and records for the period July 1, 2017 to December 31, 2017
Account Number: 13855 7095 RT0001

Pursuant to paragraphs 288(1) (a) and (b) and section 291 of the Excise Tax Act
(ETA) we are asking you to provide for inspection copies of your general ledger
accounts showing:
a) Input tax credits claimed
b) Instances where payment for scrap gold acquisitions were negotiated using
fine gold.

These records would include: the dates, client’s names, business numbers and the
dollar values of those transactions.

In addition please provide copies of all/any:
a) Opening account documents pertaining to 9710990 Canada Inc,
b) Copies of invoices from 9710990 Canada Inc.

Paragraphs 288(1) (a) and (b) provide whereby for purposes related to the
administration or enforcement of the ETA, officers of the Canada Revenue Agency
are authorized to inspect, audit, and examine your records. Scction 291 of the ETA
authorizes copies to be made of the documents and information.

Canadi
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22/02 2018 10:35am R 8072 #0534 Page 03/04

We have attached a copies of Section 288 and Section 291 of the ETA for your
perusal.

Thanking you in advance for your cooperation.

Sincerely,

NACAS

Frank Prizzon CPA CMA
Business Intelligence AGP
Toronto West TSO

905-566-6631
Address: 5800 Hurontario St.
Mississauga, ON

1.5R 4B9
Internet: www.cra-are.ge.ca

Enclosure: copies of sections 288 and 291.
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This is Exhibit “S” to the
Affidavit of ATEF SALAMA,
sworn before me via ")
videoconferencing this [ 4 day
of October, 2020

f_

A Cirry/s%oner, etc.

JEANINE ABuLUYAN — BOF0 FR
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Cansda Revenue 2008 dy reveny
.* Agency . 30903 20a

cr

October 4, 2018 -

EXPRESS GOLD REFINING LTD

-.400 - 215 VICTORIA ST
- TORONTO ON M35B IT9

' : Attention: Atef Salama

Dear Mr. Salama:'

Subject: Records requn'ed to begin the review of your goods and services

——— s —

tax/harmonized sales tax (GST/HST) return for the pertod from 2018-_~
08-01 to 2018-08-31
- Account number; 13855 7095 RT0001

This is to confirm our appointment on October 15, 2018, at 10:30 AM, at 400-215 "
Victoria St, Toronto, as agreed during our telephone conversatmn on October 4, -~

2018

As explamed, we w111 review the GST/HST return of Express Gold Reﬁmng 'Ltd. for
the period from August 1, 2018 to August 31, 2018. The review will start with an

" interview and a tour of your premises so that we can become familiar with' .your

business and your records.

' To make sure that we can work as efficiently as possible, please have all your books

and records available, including the following:

¢ Banking records for all business and personal accounts including bank
statements, cancelled cheques, deposit books and cheque stubs.

¢ Detailed general ledger or any other journal kept, including sales and purchase
joumals.

e Sales invoices and related supporting documents.

«  Purchasé inivoices and supporting documents of all buSiTicss purchiases and
expenses, including journal entries.

e Lease/purchase/sale agreements for any capital assets leased, bought, or sold in the

. period.
e Copy of the GST/HST return and the supporting schedules.

Additional information or documents may be required to complete the review.

‘Canad

v b S Sm————-



. Sanders, can also be reached at 905-615-2781. ..

. If you want to submit your books and records electronically, your case number is
. 7864231. For more information on how to submit documents, go to cﬁnada.ca/cra-

submit-documents-online.

To assist you in preparing for the audit, we encourage you to read RC4188, What
You Should Know About Audits. You can find this pamphlet by going to
canada.ca/cra-forms. and typing RC4188 in the search box. To help you understand
your rights as a taxpayer, we also recommend that you read Guide RC17, Taxpayer
Bill of Rights. This guide can be found at canada. ca/taxpayer-rights

If you have any quesuons, please call me at 437-996-1577 My team leader Brian

- ——— - ¢ - ——- - P——yy " o .t T L

‘Telephone: 437 - 996-1577
* Facsimile: 905 — 803-7849

Smcerely,

Aollogho

Salome Callaghan
GST/HST Audit Division
Toronto West-Thunder Bay TSO

Address: 5800 Hurontario Street
Mississauga, ON L5R 4B4
Website: - canada.ca

234
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This is Exhibit “T” to the
Affidavit of ATEF SALAMA,
sworn before me via
videoconferencing this |4 1é'{éty
of October, 2020

A4

A Commissioner, etc.

JANINE  AduLuyan — &0 &0FR
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Baker & McKenzie LLP
Barristers & Solicitors

Brookfisld Place
Bay/Mellington Tower

181 Bay Street, Suite 2100
Toronta, ON M5J 2T3
Canada

Tel: +1 416 863 1221
Fax: +1 416 863 6275
www.bakermckenzie.com

November 07, 2018 Curref:  10008358-92252669

By fax and courier

Jaclyn Bartlett

GST/HST Audit Division
Saskatoon Tax Services Office
340 3rd Avenue N.

Saskatoon, SK S7K 0A8

Fax: (306) 652-3211

Dear Ms. Bartlett,

Express Gold Refining Ltd. - 13855 7095 RT0001
GST/HST Audit - June 1, 2016 to October 31, 2018 Period

We are writing on behalf of our client, Express Gold Refining Ltd. ("EGR"), with respect to a
proposed GST/HST audit for the June 1, 2016 to October 31, 2018 period, and the
withholding of the net tax refund payable to EGR arising from EGR's GST/HST return for the
August 2018 reporting period (the "August Net Tax Refund"”).

Given the urgency and the fact that three different TSOs are or have been involved in EGR's
affairs in recent history, we have copied a number of other Canada Revenue Agency ("CRA")
officials including: the Assistant Director of Audit (Toronto West TSO); the Assistant
Director of Audit (Toronto Centre TSO - the TSO previously involved in audits of EGR); and
the Director General, GST/HST Compliance Programs Branch, for inmediate consideration.
We will also be reaching out to some of these officials by telephone in the next day or so to
resolve this matter.

On November 6, 2018, you advised Mr. Atef Salama, EGR's principal, that CRA is
withholding the August Net Tax Refund, and will be withholding EGR's net tax refunds
indefinitely. You indicated that the basis for withholding the net tax refunds was that CRA
identified "high risk" in the gold industry but that the particular "risk" cannot be identified
until such time as you have had a chance to review EGR's documentation. This approach is
arbitrary and wholly inappropriate, especially given EGR's history of compliance and
collaboration with the CRA and the Department of Finance over the last 14 years.

The purpose of this letter is to provide an outline of the key events with respect to EGR's
extensive interactions with CRA since 2004 in order to demonstrate that EGR has complied
and continues to comply with all of its obligations under the Excise Tax Act ("ETA") and, as

such, demand that the August Net Tax Refund be paid to EGR forthwith, in accordance with

CRA's statutory duty in section 229 of the ETA. Failure by CRA to do so will result in EGR

Baker & McKanzie LLP, an Ontario limited liability partnership, is a member of Baker & McKenzie International,
2863018-v10\TORDMS
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Baker
McKenzie.

being put into an untenable business situation, forcing it into bankruptcy. Further, we have
been instructed by EGR to — in the event that CRA does not release the August Net Tax
Refund to EGR within the next 15 days — commence legal proceedings against the CRA
seeking, among other things, to compel release of the August Net Tax Refund and for
damages relating to CRA's over-auditing, harassment and malicious treatment of EGR and
acting in bad faith while failing to comply with CRA's statutory obligations.

Overview of EGR’s Business Activities

EGR is a family-operated business which facilitates the refining of precious metals for its
customers, including gold. Generally, suppliers such as jewelry stores ("Suppliers”) will
provide scrap metal or jewelry ("Scrap Gold") to EGR for purposes of refining. In most cases,
EGR will purchase the Scrap Gold outright from its Suppliers, which constitutes a GST/HST-
taxable supply for which EGR pays GST/HST. EGR will arrange for third party refiners
("Refiner(s)") to have the Scrap Gold refined into pure gold bars. The refining service
supplied to EGR by the Refiner constitutes a GST/HST taxable service, for which EGR pays
GST/HST. Once refined into pure gold bars, EGR will sell the gold bars to third parties,
which constitutes a zero-rated supply of "precious metals", pursuant to s. 3, Part IX, Schedule
V1 of the ETA. Given that EGR is engaged in the purchase of taxable (non-zero-rated) inputs
and the supply of zero-rated output, its GST/HST returns always result in net tax refunds

payable by CRA to EGR.
History of CRA Audit Activities

During the past 14 years, CRA has conducted extensive audits and enforcement activities of
EGR, always concluding that EGR was involved in legitimate bona fide business activities
and that EGR always complied with its obligations under the ETA to the best of its ability.
The key events regarding this history of audit activity are outlined in Appendix "A" of this

letter.

The trigger for these significant interventions by CRA, is the input tax credits ("[TCs") that
form the basis of EGR's net tax refund returns and specifically, CRA's historical, unwarranted
and unfounded suspicion that EGR was involved in nefarious activities with respect to these
ITC claims, including involvement in sham transactions. However, CRA has never assessed
or proposed to assess EGR with respect to the ITCs underlying its net tax refund returns.
Rather, all of CRA's assessment and proposed assessment positions have been based on
CRA's interpretation of specific technical provisions in the ETA, resulting in the position that
EGR was required to have collected GST/HST on certain transactions with its clients/refiners
(GST/HST which, if assessed, would be fully recoverable by such clients/refiners as ITCs,
and thus represent a "wash” to the fisc). These positions were largely debunked in a detailed
2013 CRA Headquarters ruling issued with respect to EGR and its business operations.

Nevertheless, CRA has regularly withheld substantial net tax refunds owing to EGR, without
providing any reasonable basis for doing so. CRA officials have internally acknowledged
these delays, expressing their own "shock" regarding the delays and that CRA had "no legal
means” to withhold EGR's net tax refund payments.

2963018-v10\TORDMS ' 2
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EGR's continued compliance efforts are further demonstrated in its satisfaction all of CRA's
frequent, on-going requests. In this regard, EGR has hired a full-time staff member whose
sole responsibility is to respond to CRA's on-going inquiries with respect to GST/HST
matters. Since the beginning of 2017, EGR has responded to at least 36 separate CRA
inquiries, generally involving GST/HST payments made to EGR's Suppliers. Many of the
responses include hundreds of pages of documentation. Appendix "B" of this letter contains
a summary of these inquiries and responses. Through these inquiries, EGR’s ITC claims have
been effectively audited on an on-going basis, making this audit redundant, wholly

unwarranted and abusive.

EGR and Mr. Salama have often assisted various CRA officers by explaining in great detail
how the gold business operates and actively providing information regarding EGR's Suppliers.
We understand that EGR's efforts have been of significant assistance to CRA in minimizing
fraudulent activities in the gold industry, including failure by suppliers of scrap gold to remit
GST/HST collected to the CRA. Notwithstanding this extensive assistance, as well as CRA
and the Department of Finance's concerns with fraudulent activities in the industry for many
years, substantive changes to the legislation have not been made. Rather, the approach has
been for CRA to engage in extensive audits of the industry to the detriment of compliant
business such as EGR, without addressing underlying issues. This approach is completely
contrary to the principle of certainty, predictability and fairness to be accorded to taxpayers.

* * * * * * * *

Mr. Salama and his family have been put through an incredible amount of undue stress
dealing with these matters. Given its slim profit-margins (approximately 2% of sales), EGR
relies heavily on the CRA to efficiently process its monthly net refund retumns and promptly
make the refund payments in order to enable EGR to pay its operating expenses, suppliers
and creditors and allow it to build its pure gold inventory. Although EGR's business volume
has recently increased (due to the increased price of gold and new clients), CRA's
withholding of such refunds has a more significant impact on EGR’s business as the increased
volume results in increased net tax refund returns. This is further exacerbated by the fact that
CRA's increased audit activity in the gold industry has resulted in increased instances of
EGR's suppliers charging and collecting GST/HST on their sales to EGR, thus increasing

EGR's monthly ITCs.

2963018-viIO\TORDMS
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We are requesting that you provide written confirmation of CRA's decision to withhold the
August Net Tax Refund. Independent of this request, we also request that CRA release the
August Net Tax Refund pursuant to its obligation in section 229 ETA within 15 days of this
letter, failing which EGR will commence legal proceedings against the CRA. Yet another
withholding of EGR's net tax refund would constitute an abuse of the CRA's authority and
any further delay in releasing the August Net Tax Refund would demonstrate a pattern of

malice by the CRA against EGR.

Yours fery truly,

Jacqué¥ Bernier

2963018-vi\TORDMS
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c. Cathy Gadzella
GST/HST Audit Division
Saskatoon Tax Services Office
340 3rd Avenue N.
Saskatoon, SK S7K 0A8
Fax: (306) 652-3211

c. Assistant Director, GST/HST Audit
Saskatoon Tax Services Office
340 3rd Avenue N,
Saskatoon, SK S7K 0A8
Fax: (306) 652-3211

c. Brian Sanders
GST/HST Audit Division
Toronto West-Thunder Bay TSO
5800 Hurontario Street
Mississauga ON L5R 4B4
Fax: (905) 566-6182

c. Salome Callaghan
GST/HST Audit Division
Toronto West-Thunder Bay TSO
5800 Hurontario Street
Mississauga ON LSR 4B4
Fax: (905) 566-6182

c. Laura Bertola
Assistant Director, GST/HST Audit
Toronto West-Thunder Bay TSO
5800 Hurontario Street
Mississauga ON L5R 4B4
Fax: (905) 566-6182

c. Nathalie Mingus
Assistant Director, GST/HST Audit
Toronto Centre TSO
1 Front Street W,
Toronto, ON MS5J 2X6
Fax: 416-954-8118

2963018-viG\TORDMS
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Mark Richer

Director General, GST/HST Domestic Compliance Programs
CRA Headquarters

320 Queen Street

Ottawa, Ontario K1A O0L5

Fax: 613-957-3622

Danny Cisterna

Partner, National Leader Tax
Deloitte

Bay Adelaide East

8 Adelaide Street West, Suite 200
Toronto, Ontario MSH 0A9Y

Atef Salama, P. Eng, M. Eng
Vice-President

Express Gold Refining Ltd.
215 Victoria St., Suite 400
Toronto, ONT MSB 1T9

2963018-viIO\TORDMS
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Appendix "A'" to the November 7, 2018 Letter to Jaclyn Bartlett, CRA:
Key Events

A summary of key events with respect to EGR's interactions with CRA is as follows:

2563018-viIO\TORDMS

Prior to September 2004: EGR routinely received its net tax refunds claimed from
CRA within 30-45 days from the date it filed its monthly returns, despite being
subject to a number of CRA "desk audits” to ensure compliance.

October 2004: CRA commences a major GST/HST audit of EGR's activities and
places a hold on EGR's September 2004 net tax refund. In strict compliance with the
CRA Auditor's ("Auditor #1") requests, EGR provides Auditor #1 with access to its
business premises for several weeks, access to EGR's clients and copies of numerous
documents. This audit was initially focused on standard compliance vis-a-vis
substantiating EGR's monthly ITC claims that gave rise to the net tax refund returns.

" December 2004 to January 2006: Throughout this 14 month period, EGR and its

professional accounting and legal representatives ("EGR's Representatives")
continually request that CRA resolve the audit as net tax refunds continue to be
delayed. Throughout this time, there were long periods of time during which CRA
would be completely unresponsive to EGR and EGR's Representatives.

July 2005: A new audit position is raised by Auditor #1 for the first time; namely,
that EGR sold taxable gold cut bars rather than standard gold bars, which Auditor #1
considered GST-exempt. (Notably, this audit position would have resulted in wash
transactions, given EGR's customers' ability to recover any GST collected by EGR as

ITCs.)

January 2006: CRA releases EGR's net tax refunds dating back to October 2004,
having not raised an assessment or proposed assessment arising out of its 16 months
of substantial audit activities.

Early 2006: Another CRA Auditor ("Auditor #2") conducts a four-day on-site audit
of EGR (duplicating much of the initial audit). EGR's net tax refunds are again put on

hold.

Later in 2006: Another CRA Auditor ("Auditor #3") conducts on-site and off-site
audit activities examining EGR's business (again duplicating much of the work by
Auditor #1 and Auditor #2). A third audit theory is raised for the first time; namely,
that the return of refined grain gold (i.e., gold with a purity content of 99.9%, in
sealed bags bearing customary identification information in grain form) to EGR’s
customers constituted a GST-taxable supply for which EGR should have collected
GST. (Notably, again, this audit position would have resulted in wash transactions,
given EGR's customers’ ability to recover any GST collected by EGR as ITCs.)
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May 2006: In an internal note, a CRA official acknowledges that, given the time
elapsed on current audits, EGR was in a position to seek a court order to compel
CRA to release net tax refunds (Tab 1):

"[EGR's audit and other audits] have been ongoing for over a year/two years" and EGR and
other audit subjects "are understandably applying pressure to obtain the requested refunds and
are in a position to apply for writs of mandamus."

November 2006: Auditor #3 issues a reassessment proposal to increase EGR’s net tax
in excess of $12 million to the period ending May 31, 2005, on the theory that EGR
made taxable sales of grain gold for which EGR should have collected GST. If the
proposal had been carried out, it would have immediately put EGR out of business
and into bankruplcy. Again, this audit proposal would have resultcd in wash
transactions, given EGR’s customers' ability to recover any GST collected by EGR as
ITCs. This proposal had nothing to do with the ITCs claimed by EGR forming the
basis of its net tax refunds, nor was it based on any alleged nefarious activities or
sham transactions.

January 3, 2007; EGR Representatives make submissions to CRA, providing
extensive details with respect to EGR's business and contending that CRA is required
to audit to net tax pursuant to s. 296(2) ETA, which would effectively result in a
nominal overall increase to net tax (an approximately $3,000 increase to net tax as
compared to the over $12 million proposed) (Tab 2).

June 29, 2007: CRA writes to EGR acknowledging that CRA is required to audit to
net tax pursuant to s. 296(2) ETA (which would have resulted in the nominal increase
to net tax noted above). Notwithstanding this acknowledgement, CRA continues to

withhold EGR's net tax refunds.

June 2007 to March 2008: Numerous representations and discussions are had
between EGR, EGR's Representatives and CRA, with EGR Representatives
requesting that the assessment be finalized in accordance with the June 29, 2007
CRA letter and that the net tax refunds be issued.

March 2008: After four and a half years of extensive audit activity, CRA finally
issues reassessments wherein CRA treated the grain gold as taxable but audited to net
tax (in accordance with CRA's letter issued approximately 9 months earlier), which
resulted in net tax refunds of over $750,000 being issued to EGR.

March to October 2008: Certain of EGR's net tax refunds continue to be inexplicably
withheld, with additional refunds finally being processed in October 2008.

November 2008 to August 2009: CRA again inexplicably withholds EGR’s net tax
refunds.

2963018-v1O\TORDMS 8
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o  August 2009: After intervention by EGR's Representatives, CRA finally releases the
net tax refunds dating back to November 2008.

e March 2010: CRA commences another GST/HST audit of EGR for the June 2007 to
February 2010 reporting periods and again withholds net tax refunds reported in
EGR's GST/HST returns for the periods as far back as August 2009. The CRA
Auditor ("Auditor #4") communicated his view to Mr. Salama that the GST paid by
EGR on its purchases of scrap gold (which formed the basis for virtually all of EGR's
net tax refunds) were to be considered a business loss (i.e., were not recoverable as
ITCs). This was another new position raised by CRA and one that never formed the
basis for assessment (as it has no basis in the ETA).

s August 3, 2010: Internal CRA emails suggest CRA acknowledged the
inappropriateness of the withholding of EGR's net tax refunds:

"The Business Accounting Division (Debbie Emmerson — Manager) of the Business Returns
Directorate at ABSB has taken a look at EG's file. After this review, they have concluded that
we have no legal means to maintain the refund inhibit on this account.”

“I finally connected with SA... to be honest, they were shocked when I said that the refund
hold has been in place since July 2009. They have several legal opinions advising them of
refund inhibit parameters and this case doesn't appear to meet the parameters... In the
meantime, if you decide to go ahead and assess periods that are about to be statute barred 1
have no issue with this. However... 1do not believe it is audit’s role to hastily put through an
assessment that we are not sure about, simply to establish debt and collectability."

e August 6, 2010: EGR's Representatives file submissions with CRA outlining its
previous interactions with CRA, the $377,311.65 net tax refunds currently being
withheld (dating back to August 2009) and requesting confirmation of CRA's
position. Having received no response from CRA, follow up letters were sent
October 6, November 2, and December 22, 2010 requesting a response and that the
net tax refunds be released (Tab 3).

o January 5, 2011: Notices of Reassessment are issued confirming EGR’s correct
GST/HST reporting for periods from July 1, 2009 to February 28, 2010. Despite this,
only partial refunds are released in January and February 2011 for these periods
(approximately $250,000 of a total of about $800,000 in net tax refunds owing).

e March 14, 2011: A reassessment proposal is issued by Auditor #4 for the period June
1, 2008 to August 31, 2010 proposing to increase EGR's net tax by approximately
$13 million (Tab 4), based on the following:

o EGR made sales of taxable (non-zero-rated) scrap metal to its refiner,
Johnson Matthey ("JM"), for which EGR did not collect GST, resulting in an
approximately $11.5 million increase to net tax. The basis for this position
was that CRA was of the view that gold supplied to JM by EGR was in the
form of taxable scrap gold at the time title transferred and not in the form of
refined gold (which would have been an exempt/zero-rated supply of a

2963018-viO\TORDMS 9
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financial service). This audit position had not been previously raised by
CRA and was essentially contingent of the timing and nature of the gold
being transferred to JM by EGR, which was based primarily upon technical
contractual interpretation. Further, it represented a departure from CRA's
position as expressed in a March 2006 interpretation and in its pleadings
related to a Tax Court appeal of another taxpayer.

o EGR was engaged in barter transactions with its customers whereby it
exchanged taxable pure grain gold for scrap metal, resulting in an
approximately $1.5 million increase to net tax.

o CRA's position was not based on any theory that EGR was engaged in any
nefarious activity/sham nor did it have anything to do with the ITCs claimed
by EGR with respect to its purchases of scrap gold, which gave rise to the net
tax refund returns. In other words, CRA did not take the position that the
ITCs claimed by EGR forming the basis of the net tax refunds should be
denied, nor did the audit consist of a review of entitlement to ITCs in general

terms.

o The reassessment would have resulted in wash transactions, given EGR's
customers' and JM's ability (as GST-registrants) to recover any GST
collected by EGR as ITCs. In other words, the reassessment position would
not result in any increased revenue to the fisc.

e May 2011: Meeting between EGR, EGR's Representatives and CRA officials from
the Toronto Centre TSO; namely an official from the Audit Division ("Auditor #5")
and an official from the International & Aggressive Tax Division ("Auditor #6")
regarding the March 2011 reassessment proposal.

e July 15,2011: EGR Representatives make detailed submissions to Auditor #5 and
Auditor #6 regarding the March 2011 reassessment proposal. These submissions
include a 34 page letter (Tab 5) plus 16 attachments.

e July to November 201 1: EGR requested that its file be referred to CRA Headquarters
for analysis of the effects of the proposed reassessment on the wider gold industry.
EGR had understood that the reassessment was being held in abeyance pending
intervention from the Assistant Director of the Toronto TSO Audit Division
("Assistant Director"); however, Auditor #4 took additional steps towards have the
reassessment issued in November 2011. The Assistant Director ultimately intervened

to halt the reassessment,

e January 2012: Assistant Director advised EGR that the matter was being referred to
CRA Headquarters ("CRA HQ") for a technical review.

e January 2012: EGR received a separate notice of reassessment alleging EGR was
non-compliant during November 2011 due to non-filing of EGR's income tax return,

2963018-viIO\TORDMS 10
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and accordingly, more net tax refunds were withheld. EGR re-sent its income tax
return to CRA, only to be informed that, while the account was now viewed to be
compliant, the refunds were still going to be withheld, despite the fact that the
refunds had nothing to do with the transactions under review by CRA HQ.

e April 2012: First meeting between two officials from CRA HQ, EGR and EGR's
Representatives.

e May 2012: CRA HQ officials advise EGR that they directed Toronto Centre TSO
(namely, Auditor #4) to audit the ITCs claimed by EGR, which form the basis for the
various net tax refund returns being withheld.

e May 2012: Auditor #4 requests a plethora of information which has nothing to do
with the ITC claims Auditor #4 was responsible for auditing,

e July 2012: After numerous interventions by EGR's Representatives with Auditor #4's
superior, the superior finally acknowledged that the additional requests for
information had nothing to do with the audit and that he would recommend that the
refunds be released.

e August 2012: The net tax refunds at issue in the audit by Auditor #4 are released.

e January 2012 to January 2013: substantial interactions between EGR, EGR's
Representatives, CRA Auditors and CRA HQ. Multiple submissions are made by
EGR's Representatives to CRA HQ which are substantially similar to submissions
made to Auditor #1, Auditor #2, Auditor #3, and Auditor #4.

e January 29, 2013: CRA Rulings Directorate, Financial Institutions and Real Property
Division at CRA HQ issues a detailed (12 page) Ruling with respect to EGR's
business operations, outlining many never-before-stated policy positions of CRA
with respect to the gold industry. The Ruling concludes, contrary to CRA's March
2011 proposed reassessment, that the supplies of gold by EGR to JM constituted
"zero-rated supplies. In other words the Ruling concluded that EGR's position was
correct on the $11.5 million issue (Tab 6).

e February 11,2013: A new reassessment proposal is issued reflecting that sales by
EGR to JM are not subject to GST/HST. :

e March 2018: Frank Prizzon of the CRA Business Intelligence AGP Toronto West
TSO and James Gilbert, CRA Audit Division - Toronto West TSO, meet with Mr.
Salama at their request, highlighting issues with GST/HST fraud in the gold industry
and indicating that major changes regarding CRA's audit and enforcement activities
will be coming in the next few months. These CRA officials suggested that EGR
employ a reverse VAT mechanism (i.e., that EGR remit GST/HST payable to its
suppliers directly to the CRA, without any statutory basis for doing so).

2963018-vIO\TORDMS 11
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April 2018: Mr. Salama and EGR's Representatives meet with Mr. Prizzon and Mr.
Gilbert. Details of that meeting are as follows:

o Mr. Gilbert indicated that the purpose of the meeting was to "improve
compliance" in the gold industry with respect to GST/HST.

o Mr. Gilbert admitted that he was the instigator of some of the previous CRA
auditors of EGR and corresponding withholding of net tax refunds.

o Mr. Gibert further admitted that he is convinced that EGR is not involved in
any nefarious activities and that EGR's GST/HST practices are compliant and
that EGR/Mr. Salama was one of the "good guys".

o Mr. Gilbert expressed a desire for EGR to meet with the CRA and
Department of Finance to advocate for legislative amendments to impose a
reverse VAT regime in the gold industry.

o0 Mr. Gilbert expressed a desire for EGR to unilaterally implement a reverse-
VAT mechanism into its business operations, despite the fact that there is no
legislative basis for EGR to do so.

o Mr. Gilbert requested that EGR submit an ATIP request to him and his
colleagues.

o Mr. Gilbert advised that there is nothing that would warrant an audit of EGR
and that if there is another instance of the CRA withholding EGR's ITC
claims, EGR should call him and he will "fix it".

June 2018: EGR's Representatives learn that, although employees of CRA, Mr.
Prizzon and Mr. Gilbert were not acting in their formal CRA capacity when engaging
in the above interactions with EGR and EGR's Representatives. EGR's
Representatives are advised not to continue interacting with Mr. Prizzon and Mr.
Gilbert. Accordingly, EGR took no further steps with respect to the April 2018
meeting. In particular, EGR took no steps to unilaterally - and without legislative
authority - implement a reverse-VAT mechanism into its business operations; did not
submit an ATIP request to Mr. Gilbert and his colleagues; and did not request
meetings with CRA or Department of Finance to advocate for legislative

amendments.

October 4, 2018: A CRA auditor from the Toronto West TSO ("Auditor #7") sends a
letter to EGR advising that EGR’s August 1-31, 2018 GST/HST return is under audit.

October 15, 2018: Mr. Salama meets with Auditor #7 and his team leader ("Auditor
#8") and provides them with all requested information and documentation.
Specifically, Mr. Salama provided Auditor #7 and Auditor #8 with all sales and
purchase information and the list of all ITCs claimed for the audit period.

12
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¢ November 6, 2018: A CRA auditor from the Saskatchewan TSO ("Auditor #9")
contacts Mr. Salama and advises that CRA is expanding the August 2018 auditto a
full audit covering the period from June 1, 2016 to October 31, 2018. Auditor #9
requested EGR's full software backup for the period and advised that she wili be
asking for a numerous invoices. Auditor #9 stated that CRA will not be paying any
net tax refunds to EGR, including the net tax refund reported in EGR's GST/HST
return for the August 2018 period. She indicated that the basis for withholding the net
tax refunds was that CRA identified high risk in the gold industry; however, Auditor
#9 stated that she could not identify any specific risk vis-a-vis EGR until she has
reviewed the documentation provided.

2963018-viIO\TORDMS 13
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Appendix "B" to the November 7, 2018 letter to Jaclyn Bartlett, CRA:
Summary of Recent CRA Inguiries and EGR Responses

14/07/2017 Review of boaks - Express Gold Refining 14/08/2017 01/08/2017
Gold & Silver
13/09/2017 Nabil Sarhane 1102017 . ”nm‘fl]_ _,,s° -
28/09/2017 9747583 Canadolad 28/10/2017 20/10/2017 1170
05/10/2017 KMQ Precicus Metals 05/11/2017 25/10/2007 _ [350 ]
10/10/2017 5.5 Cash for Gold 10/11/2017 01/13/2017 1250 - —
[ 2344967 Ontario Inc.
117/12/2017 Vietorla Gold Inc. Ge/l2/2017  |18/11/2017 {150
- IMGB Mall Gold Buyers
17/01/2018 Ahmad Newaz 16/02/2018 B0 200 :
1656156 Alberta Ltd -
01/02/2018 Gold Star Jewellers 16022017 [12/2/2018 (134
1808133 Alberta Inc.
/018 smart Gold Calgary _ 16/02/2017 12/02/2008 (20
07/02/2018 2407938 Onearto Inc. 21/02/2018 300
07/02/2018 9776087 Canadainc 21/02/2018 20/02/2018 _|175
Review of baoks
22/02/2018 9710950 Canada nc. 23/03/2018 15/03/2018 _ [380
123/02/2018 2257541 Ontario Inc 07/03/2018 07/03/2008 |37 o
Gold & Stiver
13/03/2018 ____inshilSarhane DB o |n
06/04/2018 $.5 Cash for Gold e 06/05/2018 18/04/2018 301
2131011 Ontario In¢
19/04/2018 Dave Colfla 18/05/2018 10/05/2018 160
itagold ] |
04/06/2018 iBest Goid Refining 04/07/2018 30/06/2018 _ 118
20/06/2018 [Asta Pacific International ] 04/07/2018 20/07/2018__ 1749
25/06/2018 8561648 Cenada Inc. 09/07/2018 26/07/2018 1395
12/07/2018 Trade Compliance Verification - EGR
01/08/2018  _  [9295-7216 Quebec inc 16/08/2018 1508/2018 (203
2575720 Ontario in¢
aoioanos 4 Couts for Gold 20/09/2018 13/05/2018  [143
23/08/2018 2602265 Ontarlo inc __i23/osf2m8 15/08/2018 _ |53 ]
23/08/2018 2457041 Ontarfo Ltd 08/09/2018 05/09/2018  [326 ]
{05/09/2018 Karolbaghjewelwersinc.  _ 05/10/2018 27/05/2018
21/09/2018 2337380 Ontario Inc. 21/10/2018 17/10/2018 1483
24/09/2018 ____lGaldbrex tntemational inc 26/10/2018 19/30/2018  IS3
25/09/2018 Gold & Siiver Inc. 10/11/2018 25/10/2018 132 —
04/10/2018 August 2018 HST 15/10/2018 10/10/2018 -
04/10/2018 2573202 Ontarfo Inc. 20/10/2018 18/10/2018 156
17/10/2018 2103720 Ontario inc 02/132018 _ _|19/10/2018 |26 _
1656156 Alberts Ltd
17/10/2018 Gold Star Jewellers 17/11/2018 25/10/2018 {44
19/10/2018 Goid Raln inc 19/11/2018 02/11/2018 {1
25/10/2018 |Erizabeth Precious Metals Lid 10/11/2018 {05/11/2018 |30
11/09/2018 [Express Gold Reflning - Gold & Silver HST Payment _ — ]
01/08/2018 Express Goid Refining - Maratek__* HST Payment

2963018-vi0\TORDMS
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I* l Canada Revenue Agence du revenu
Agency du Canada

GISTERED
November 26, 2018

Baker & McKenzie LLP
Attn: Jacques Bernier
Brookfield Place
Bay/Wellington Tower

181 Bay Street, Suite 2100 :
Toronto ON MS5J 2T3

Attention : Jacques Bemier

Dear Mr. Bernier:

Subject: Express Gold Refining Ltd. - Audit of the goods and services
tax/harmonized sales tax (GST/HST) returns for the period
2016-06-01 to 2018-10-31

This tetter is to acknowledge receipt of your correspondence dated November 7, 2018,
regarding your client Express Gold Refining Ltd. (EGR). As requested, we can confirm
that we are currently auditing your client for the above-noted period and accordingly will
be holding the August 2018 net tax refund claimed as well as all subsequent refunds
claimed for the duration of our audit.

All GST/HST refund requests are regularly and systematically reviewed to identify errors,
or evidence of non-compliance. As a result, some refunds may be held while the account is
under review to enable the CRA to ensure that registrants receive only the correct amount
of refund to which they are entitled in order to protect the GST/HST revenue base.

Section 229 of the Excise Tax Act (Act) states that the Minister shall pay the refund to a
person with “all due dispatch” after the return is filed. The phrase “all due dispatch” is not
defined in the Act. The length of time for which the Minister can withhold a refund
relating to a return is determined by the complexity of the file and the time required to
complete a review of the return filed. This period may vary and is commensurate with the
risk identified in the file. Based on our review of your client’s file in respect of the current
period under audit, we have determined that it would be inappropriate to release the
Avugust 2018 net tax refund EGR has claimed, or indeed subsequent refunds, until our audit
is complete. With the continued cooperation of your client it is our intention to conduct
and conclude this audit in a timely manner.

In your letter you indicate that EGR “relies heavily on the CRA to efficiently process its
monthly net refund returns and promptly make refund payments in order to enable EGR to
pay its operating expenses, supplies and creditors and allow it to build its pure gold

wf2
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inventory.” That being said, we note from one of EGR’s agreements with its suppliers the

following:
...Express Gold reserves the right to delay payment of the Sales Tax to
the Custorner, at its discretion, for up to three (3) months to ensure proper
compliance with the appropriate tax laws. Notwithstanding the foregoing,
if the Canada Revenue Agency...clears the payment of Sales Tax then
Express Gold agrees it will pay such Sales Tax to the Customer upon
receipt of such clearance. If, at the end of such three month period the
[CRA] has not determined if the payment of the Sales Tax has been
cleared, Express Gold may agree to inue to dela ment of the
Sales Tax unti} such time as the payment of such Sales Tax has been
cleared or denied or Express Gold may choose to terminate the
transaction at the end of such three month period.

Based on the wording of this agreement, your claim that EGR will “be put into an
untenable business situation, forcing it into bankruptcy” appears to be exaggerated, unless
there are circumstances of which we are not aware. We wish to assure you that the CRA
through its officials is not attempting to compromise EGR’s business but rather is acting in
good faith in a manner consistent with its statutory mandate.

Your letter makes reference to a meeting held in April 2018 between representatives from
EGR, Mr. Salama and two officials from the CRA, Mr. Frank Prizzon and Mr. Jim Gilbert.
It is our understanding that Mr, Gilbert and Mr. Prizzon had a meeting with your client and
identified themselves as Business Intelligence Officers and explained that one of their
functions is to collect business intelligence on the gold industry in order to direct CRA
audit resources to areas of high risk. They stated that they were not auditors, and that EGR
was not under audit at that time. It was explained that it is possible that EGR could be
selected for review by the Refund Integrity Program.

The “frequent, on-going requests” made by various CRA auditors that you reference in
your letter are in the nature of third party verification requests regarding transactions
between other entities and EGR. The third party verification process was not for purposes .
of conducting an audit of EGR’s input tax credit claims; rather, EGR was being contacted
on various occasions to verify the transactions between EGR and their suppliers.

EGR registered for a GST/HST account on 1994-06-10. Since the date of registration there
has been only one full scale audit conducted of your client. This audit, for the period 2009-
10-01 to 2012-04-30, was completed in November of 2013, There have been no
subsequent audits or reviews of your client’s account.

A copy of the audit engagement letter is enclosed. This letter confirms that the CRA is
currently auditing EGR for the period 2016-06-01 to 2018-10-31 and outlines our
procedures in commencing this audit.

Please be assured that the CRA is conducting its audit-of EGR for this period in good faith
within the scope of its statutory mandate and intends to conclude its work in a timely

.3
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fashion. As you can appreciate the refinement of precious metals involves complex
transactions with multiple suppliers. As a matter of due diligence the CRA is required to
verify whether there are any errors or omissions in terms of the reporting of these
transactions.

If you have 'any questions, please call me at 306-975-4692 or at 1-855-427-5240,
extension 306-975-4692. My team leader, Cathy Gadzella, CPA, CGA, can also be reached

at extension 306-975-4521.

Yours truly,

“L 5

lyn Bartlett, CPA, CMA
GST/HST Audit Division
Canada Revenue Agency

Telephone: 306-975-4692

Fax: 306-975-6723

Address: 340 3% Avenue Norih
Saskatcan SK S7K 0A8

Intemet: www,canada.ca

Enclosure

c.c.: Atef Salama
Express Gold Refining Ltd.
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!*E Canada Revenue Agence du revenu

Agency du Canacda
REGISTERED

November 26, 2018

Express Gold Refining Ltd.

Attn: Atef Salama

400 — 215 Victoria St.
Toronto ON M5B 1T9

Dear Atef Salaima:

Subject: Audit of the goods and services tax/harmonized sales tax
(GST/HST) returns for the period 2016-06-01 to 2018-10-31
Business Number: 13855 7095 RT0001

* Your GST/HST returns for the above period have been selected for audit. We are in receipt
of a letter from your lawyer, dated November 7, 2018, and we have attached a copy of our

response to this letter.

In order to conduct our audit we require information about your business. As discussed
with you on November 6, 2018, a Computer Audit Specialist will contact you shortly to
obtain a copy of your electronic accounting data, The data must include all transactions for

the full audit period noted above, as well as any year-end adjusting entries made.

The records must be provided in an electronically readable format pursuant to subsection
286(3.1) of the Excise Tax Act so that the Canada Revenue Agency may make, or cause to
be made, a copy of these electronic records pursuant to subsection 291(1) of the Act.

Once we have reviewed the electronic data and completed our preliminary work we will
arrange a time for an initial meeting. During the initial meeting, we will conduct an
interview and tour the business operation. We will then continue the audit by reviewing the
books and records provided and obtaining any further information that may be required to

complete the audit.

Please have the followin inforniation available for our review during the audit:

1. Books of original entry such as sales/purchase journals, cash receipts journal,
. general journal/ledger, and synoptic journal, accounts payable and accounts
receivable records.

2., Business asset listing and invoices or documents (agreements or contracts) for any
capital assets that were acquired or disposed of dunng the penod If the assets -
include a vehicle(s), please include the provmclal registration documents of the -

~ vehicle(s).

Canadlol" h '. . : e
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Copies of the GST/HST returns and all backup documentation, including working
papers reconciling GST/HST returns to the records,

256
006/007

All bank statements for all accounts, cancelled cheques, duplicate deposit slips, and

deposit books for the audit period.

All credit card stateménts, line of credit statements and loan/mortgage documents

* including the repayment schedules and the purpose of the loans.

9.

Corporate minute book.

Accountants’ year end working papers including adjusting journal entries.

All sales invoices and sales records including, but not limited to; melt records,
settlement reports, metal credit reports, point of sale reports, sales reconcxhatxon,
shipping records, quotes, estimates, contracts, and agreements.

All purchase and expense invoices supporting input tax credits including, but not
limited to; melt records, settlement reports, metal credit reports, quotes, estimates,
contracts, and agreements.

10. All shipping/receiving documents related to secured couriers.

11. Any other records or working papers not listed that relate to your business

operations.

If you wish to submit information prior to our initial interview you can send documents
electronically through My Business Account. If you are registered for My Business
Account and choose to send documents using this option, please use this case number:
34690331. You will find the submit documents choice on the left side bar once you have

logged into your account.

You can also send us information by fax to 306-975-6723 or 1-855-975-6723, or by mail

to:

Canada Revenue Agency
-Saskatchewan Tax Services Office

Attention: Jaclyn Bartlett

6* Floor

340 3" Avenue North

Saskatoon SK S7K 0AS8

Every person who carries on a business or is engaged in a commercial activity in Canada is
required to keep records containing information that allows for the determination of the
person’s liabilities and obligations under the Act. Subsection 288(1) of the Act allows
authorized officers of the Canada Revenue Agency to inspect, audit, and examine the
records.

/3
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For general information on examinations and audits go to canada.ca/gst-hst-pub and see
our pamphlet RC4188, What You Should Know About Audits. If you want to know more
about your rights, please review the Taxpayer Blﬂ of Rtghts whlch can be found at
canada. ca/taxpayer—rights ‘ ' , :

If you have any questions, please call me at 306-975-4692 or at 1-855-427-5240
extension 306-975-4692. My team leader, Cathy Gadzella, CPA, CGA, can also be reached

at extension 306-975-4521.

GSTIHST Audit Division
Canada Revenue Agency

Enclosures
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JANINE ABRUVLVYAN — BoRFR
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IF YOU FAIL TO OPPOSE THIS APP™ "ZATION, JUDGMENT MAY BE GIVEN IN
YOUR ABSENCE AND WITHOUT FURT R NOTICE TO YOU.

Date: December 6, 20"
Issued by:
(Registry Officer)
Senior Registry Officer
Agent inci §
Address of local office: 180 Queen Street W it gent principal du greffe
Suite 200
Toronto, Ontario
M5V 3L6
TO:
l. Minister of National Revenue

Ottawa, Ontario

!\)

Attorney General of Canada
Ontario Regional Office
Department of Justice Canada
120 Adelaide Street West
Suite 400

Toronto, Ontario

MSH 1T1
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NOTICE OF APPLICATION
Nature of the Application
1. This is an application for judicial review in respect of the Minister of National Revenue
and her delegate, the Canada Revenue Agency (collectively, the “Respondent”) in their
capacity as administrators of the Excise Tax Act, R.S.C. 1985, c. E-15 (the “der”). In
particular, this application seeks relief from the Respondent’s failure to pay the net tax
refund claimed by Express Gold Refining Ltd. (the "Applicant") in its GST/HST return
for the August 1-31, 2018 reporting period (respectively, the "August Net Tax Refund"
and the "August GST/HST Return") and its decision to not pay the August Net Tax
Refund and subsequent net tax refunds claimed or to be claimed by the Applicant in its
future GST/HST returns (respectively, the "Subsequent Net Tax Refunds" and the
"Subsequent GST/HST Returns"), pending the Respondent's completion of a GST/HST

audit (the "Decision").

2. The Decision was made and communicated to the ‘Applicant verbally on November 6,
2018 by the Respondent (namely, Ms. Jaclyn Bartlett) and further confirmed in written

correspondence dated November 26, 2018.

Relief Sought
3. The Applicant makes application for:
i An Order in the nature of mandamus requiring the Respondent to pay the August
Net Tax Refund forthwith, pursuant to ss. 18 and 18.1 of the Federal Courts Act

and s. 229 of the Act;



il

iii.

iv.
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An Order in the nature of mandamus requiring the Respondent to pay the
Subsequent Net Tax Refunds that have been claimed by the Applicant .at the time
of the hearing of this application forthwith, pursuant to ss. 18 and 18.1 of the
Federal Courts Act and s. 229 of the Act;

An Order in the nature of certiorari quashing the Decision, pursuant to ss. 18 and
18.1 of the Federal Courts Act and s. 229 of the Act;

an order for the costs of this application; and

such further relief as the Applicant may advise and this Honourable Court

permits.

Grounds for Relief Sought

4. The grounds for the application are:

i

il

iil.

iv.

the Applicant is a family-operated business, which facilitates the refining of
precious metals and is a corporation duly incorporated under the laws of Ontario;
the Applicant is registered for GST/HST purposes and is a "registrant" for
purposes of Part IX of the Act;

the Applicant's GST/HST returns are due to be filed on a monthly basis;

the Applicant typically claims net tax refunds in its GST/HST returns pursuant to
subs. 228(3) of the Act;

The net tax refunds claimed by the Applicant in its monthly GST/HST returns are
payable by the Respondent to the Applicant "with all due dispatch" after each

return is filed pursuant to subs. 229(1) of the Act;
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vii.

viil.

ix.

xi.

xii.

xiii.
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the Applicant has been the subject of over 14 years of constant information
requests and intensive audit activity by the Respondent;

the Applicant has at all times cooperated with the Respondent with respect to such
information requests and audit activity, and has repeatedly demonstrated a history
of compliance with its obligations under the Act;

the Respondent has a history of withholding net tax refunds claimed by the
Applicant in its GST/HST returns for prolonged periods, without reasonable
justification;

the Applicant filed the August GST/HST Return on September 6, 2018, claiming
the August Net Tax Refund of $9,128,196.67;

the Applicant has provided the Respondent with sufficient information and
documentation to confirm that the August Net Tax Refund is payable pursuant to
s. 229 of the Act;

the Respondent has not issued a Notice of (Re)Assessment to the Applicant
pursuant to subs. 296(1) of the Act in respect of the August 1-31 2018 reporting
period or any subsequent reporting periods;

on November 6, 2018, the Respondent (namely, Ms. Jaclyn Bartlett) verbally
communicated to EGR's principal the Respondent's Decision to not pay the.
August Net Tax Refund nor the Subsequent Net Tax Refunds to the Applicant,
pending completion of a full scale GST/HST audit;

the Respondent confirmed in a November 26, 2018 letter that the Respondent will
not pay the August Net Tax Refund claimed, nor the Subsequent Net Tax Refunds

to be claimed by the Applicant, for the duration of its full scale GST/HST audit;
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XV.

XVi.

Xvil.

XVviii.

Xix.
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the Applicant relies on net tax refunds claimed in its GST/HST returns to conduct
its business and the Respondent's Decision and failure to pay the August Net Tax
Refund and Subsequent Net Tax Refunds has caused and will continue to cause
the Applicant to experience severe economic hardship;

the Respondent has acted contrary to law, without jurisdiction and/or refused to
exercise her jurisdiction by failing to pay the August Net Tax Refund to the

Applicant with all due dispatch as required by s. 229 of the Act;

the Respondent has acted contrary to law, without jurisdiction and/or refused to

exercise her jurisdiction by failing to pay the Subsequent Net Tax Refunds to the
Applicant with all due dispatch as required by s. 229 of the 4ct;

the Respondent has acted unreasonably in deciding that it will not pay, and in fact
not paying, the August Net Tax Refund until a full scale GST/HST audit is
completed, as the Respondent currently has information demonstrating that the
August Net Tax Refund is payable to the Applicant;

the Respondent has acted unreasonably in deciding that it will not pay the
Subsequent Net Tax Refunds until a full scale GST/HST audit is completed, as
the Respondent currently has or will have information demonstrating that the
Subsequent Net Tax Refunds are payable to the Applicant, prior to completion of
a full scale GST/HST audit;

the Respondent's failure to pay the August Net Tax Refund has caused and is
causing great hardship and irreparable harm to the Applicant and there is no other

relief available to the Applicant; and
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xx.  the Respondent's failure to pay the Subsequent Net Tax Refunds will cause great
hardship and irreparable harm to the Applicant and there is no other relief

available to the Applicant.

Supporting Material

S. This application will be supported by the following material:

i. affidavit of Atef Salama and exhibits thereto;

ii. transcripts of the cross-examination of the Respondent’s witnesses, if any;

iii. materials in the Respondent’s possession but not in the Applicant’s possession;
and |

iv. such further evidence as the Applicant may advise and this Honourable Court

permits.
Rule 317 Request

6. The Applicant requests that the Respondent send a certified copy of the following
material, which is not in the possession of the Applicant but is in the Respondent’s
possession, to the Applicant and to the Registry as soon as possible, and in any event,
within 20 days allowed pursuant to rule 317 of the Federal Courts Rules:

i. all materials that are or were in the possession of the Respondent that were
considered by the Respondent in the course of the Respondent's consideration of
the Applicant's August GST/HST Return and the Respondent’s Decision to refuse
to pay the August Net Tax Refund and Subsequent Net Tax Refunds to the

Applicant, pending the completion of a full scale GST/HST audit.
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This is Exhibit “X” to the
Affidavit of ATEF SALAMA,
sworn before me via L
videoconferencing this { gay
of October, 2020

, -

A CommigSioner, etc.

JANINE ABULUYAN — RO SOFR_



I* Canada Revenue  Agence du revenu , 2 268
Agency du Canada

July 9, 2019

Express Gold Refining Ltd.
Attn: Atef Salama

400 — 215 Victoria St.
Toronto ON M5B 1T9

Dear Atef Salama;

~ Subject: Audit of the goods and services tax/harmonized sales tax
(GST/HST) returns for the period 2016-06-01 to 2019-05-31
Busmess Number 13855 7095 RT0001

The audit of your GST/HST account has been expanded to include all repomng periods up
to the reporting period ended May 31, 2019.

In order to continue our audit we require additional information about your business. A
Computer Audit Specialist will contact you shortly to obtain a copy of your electronic
accounting data for the additional reporting periods (November 1, 2018 to May 31, 2019).
The data must include all transactions for the additional reporting periods under audit.

The records must be provided in an electronically readable format pursuant to subsection
286(3.1) of the Excise Tax Act so that the Canada Revenue Agency may make, or cause to
be made, a copy of these electronic records pursuant to subsection 291(1) of the Act.

Please also provide the following documents pertaining to the additional reporting periods
under audit:

1. Copies of the GST/HST returns and all backup documentation, including working

papers reconciling GST/HST returr‘ls to the records.

2. All bank statements for all accounts cancelled cheques, duphcate deposit slips, wire .
payment confirmations, and dep051t books.

3. All'credit card statements, line of credit statements and loan/mortgage documents,
including the repayment schedules and the purpose of the loans.

4. All sales invoices and sales records including, but not limited to; invoices, point of
sale reports, sales reconciliation, shipping records, quotes, estimates, contracts, and
agreements.

5. All purchase and expense invoices supporting input tax credits including, but not
limited to; assay reports, settlement reports, vendor purchase invoices, quotes,
estimates, contracts, and agreements.

Canada |
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- 6. All shipping/receiving documents related to secured couriers.

7. All “know your customer” information for any new suppliers since November 1,
2018.

8. All documents pertaining to your transactions with Asahi Refining Canada
including, but not limited to; assay certificates, invoice and metal credit statements,
records of all bullion sales and purchases, records of all transfers to and from your
trading accounts, contracts, agreements, and correspondence.

9. All documents pertaining to your transactions with the Royal Canadian Mint
including, but not limited to; assay certificates, invoice and metal credits, records
of all bullion sales and purchases, contracts, agreements, and correspondence.

You can send documents electronically through My Business Account. If you are
registered for My Business Account and choose to send documents using this option,
please use this case number: 34690331. You will find the submit documents choice on the
left side bar once you have logged into your account.

You can also send us information by fax to 306-975-6723 or 1-855-975-6723, or by mail
to: : S
‘ Canada Revenue Agency
Saskatchewan Tax Services Office
Attention: Jaclyn Bartlett

6™ Floor

340 3 Avenue North

Saskatoon SK S7K 0A8

If you have any questions, please call me at 306-975-4692 or at 1-855-427-5240,
extension 306-975-4692. My team leader, Cathy Gadzella, CPA, CGA, can also be reached
at extension 306-975-4521.

Yours truly,

GST/HST Audit Division
Canada Revenue Agency
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Sudbury ON P3A 5C1

Page 1 of 27
Date
July 22, 2019
EXPRESS CI]_D REFl Nl NG LTD Business Number
C/ O ATEF SALAMA 13855 7095 RT0001
400 - 215 VICIORI A ST Period Covered
TORONTO ON MBB 179 2016-06-01 to 2018-07-31

0004604

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

RESULTS

This notice explains the results of our audit (re)assessment of return(s) you have or
may have previously filed. Please refer to the "Sunmary of (Re)Assessnment” for the
speci fic period(s) covered.

Result of this (Re)Assessnent $ 13, 553, 885. 03

Prior Bal ance $ 0.00

Tot al Bal ance $ 13, 553, 885. 03
Payments wi |l not apﬁear on this notice of assessment if we have not processed your
paynment yet. If you have already paid the bal ance owi ng, please ignore this nessage

and accept our thanks.

To see the |atest account information, including Baynent transactions, go to
canada. ca/ my-cr a- busi ness-account on the CRA's website.

We may take legal action to collect debts that are not paid voluntarily.

Need to make a paynent? Pre-authorized debit is now avail able for businesses. At your
conveni ence, a pre-authorized debit agreenent can be set up using the CRA's My

Busi ness Account service. For nore information on paynment options, go to
canada. ca/ paynent s.

Pl ease keep this Notice of (Re)Assessment for your records.

For more information, phone or wite to:

Toronto Centre Tax Services

1 Front Street West

Toront o ON MbJ 2X6

Tol | free nunber 1-800- 959- 5525 (Canada and United States)

Bob Hamilton
Commissioner of Revenue
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EXPRESS GOLD REFINING LTD Page 2 of 27

Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2016/06/01 To: 2016/ 06/ 30
Ref erence Nunber: 16210000532360775

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 2,221, 450.67 Cr $ 2,283,633.87 Cr $ 62,183.20 Cr

Section 285 Penal ty $ 0.00 $ 250. 00 $ 250. 00
Net Adj ust ment $ 61,933.20 Cr

Interest and Penalty

Refund I nterest $ 63.10 Cr
Result of (Re)Assessnent $ 61, 996.30 Cr

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

The anmpunt of refund interest shown is calculated up to the date of disbursement.
This amobunt is taxable and rmust be reported on your income tax return in the
reporting period you receive it.
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EXPRESS GOLD REFINING LTD Page 3 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004605

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2016/07/01 To: 2016/07/31
Ref erence Nunber: 16229000332360718

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent
Net Tax $ 2,375,524.81 Cr $ 2,375,321.61 Cr $ 203. 20
Result of (Re)Assessnent $ 203. 20
EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.
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EXPRESS GOLD REFINING LTD Page 4 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2016/08/01 To: 2016/ 08/ 31
Ref erence Nunber: 16253000232360096

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent
Net Tax $ 2,481,091.49 Cr $ 2,477,870.58 Cr $ 3,220.91
Section 285 Penal ty $ 0.00 $ 805. 22 $ 805. 22
Net Adj ust ment $ 4,026.13
Result of (Re)Assessnent $ 4,026.13

EXPLANATI ON

The Net Tax anopunt does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.
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EXPRESS GOLD REFINING LTD Page 5 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004606

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2016/09/01 To: 2016/ 09/ 30
Ref erence Nunber: 16280000232360854

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 2,430, 081.17 Cr $ 2,347,821.90 Cr $ 82, 259. 27
Section 285 Penal ty $ 0.00 $ 20, 564. 81 $ 20, 564. 81
Net Adj ust ment $ 102, 824. 08

Interest and Penalty
Arrears |nterest $ 5,997. 04
Result of (Re)Assessnent $ 108, 821. 12

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 6 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2016/10/01 To: 2016/10/31
Ref erence Nunber: 16313000332360184

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 2,447,802.60 Cr $ 2,322,045.20 Cr $ 125, 757. 40
Section 285 Penal ty $ 0.00 $ 31, 439. 35 $ 31, 439. 35
Net Adj ust ment $ 157,196.75

Interest and Penalty
Arrears |nterest $ 24,790. 73
Result of (Re)Assessnent $ 181, 987. 48

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.



I* Canada Revenue Agence du revenu
Agency du Canada 277

EXPRESS GOLD REFINING LTD Page 7 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004607

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2016/11/01 To: 2016/11/30
Ref erence Nunber: 16348000332360049

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 2,987,176.15 Cr $ 2,950, 515.24 Cr $ 36, 660. 91
Section 285 Penal ty $ 0.00 $ 9, 165. 22 $ 9, 165. 22
Net Adj ust ment $ 45, 826. 13

Interest and Penalty
Arrears |nterest $ 6,979. 73
Result of (Re)Assessnent $ 52, 805. 86

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 8 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2016/12/01 To: 2016/12/31
Ref erence Nunber: 17013000232360663

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 2,611,730.24 Cr $ 2,499, 291.97 Cr $ 112, 438. 27
Section 285 Penal ty $ 0.00 $ 28, 109. 56 $ 28, 109. 56
Net Adj ust ment $ 140, 547. 83

Interest and Penalty
Arrears |nterest $ 20, 557. 43
Result of (Re)Assessnent $ 161, 105. 26

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 9 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004608

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/01/01 To: 2017/01/31
Ref erence Nunber: 17045000132360951

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 4,045,539.02 Cr $ 3,758,126.41 Cr $ 287,412.61
Section 285 Penal ty $ 0.00 $ 71,853.15 $ 71,853.15
Net Adj ust ment $ 359, 265. 76

Interest and Penalty
Arrears |nterest $ 50, 522. 82
Result of (Re)Assessnent $ 409, 788. 58

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 10 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/02/01 To: 2017/02/28
Ref erence Nunber: 17079000232360072

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 3,645,321.28 Cr $ 3,497,275.82 Cr $ 148, 045. 46
Section 285 Penal ty $ 0.00 $ 37,011. 36 $ 37,011. 36
Net Adj ust ment $ 185, 056. 82

Interest and Penalty
Arrears |nterest $ 25,435. 15
Result of (Re)Assessnent $ 210, 491. 97

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 11 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004609

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/03/01 To: 2017/03/31
Ref erence Nunber: 17096000332360726

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 4,260,129.59 Cr $ 4,160, 068.83 Cr $ 100, 060. 76
Section 285 Penal ty $ 0.00 $ 25, 015. 19 $ 25, 015. 19
Net Adj ust ment $ 125, 075. 95

Interest and Penalty
Arrears |nterest $ 16, 747. 50
Result of (Re)Assessnent $ 141, 823. 45

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 12 of 27

Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/04/01 To: 2017/04/ 30
Ref erence Nunber: 17124000332360397

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 4,337,545.21 Cr $ 4,309,559.46 Cr $ 27,985.75
Section 285 Penal ty $ 0.00 $ 6, 996. 43 $ 6, 996. 43
Net Adj ust ment $ 34, 982. 18

Interest and Penalty
Arrears |nterest $ 4, 537. 65
Result of (Re)Assessnent $ 39, 519. 83

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.
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Page 13 of 27

Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/05/01 To: 2017/05/31
Ref erence Nunber: 17159000232360099

Pr evi ous Revi sed
Assessnent Assessnent
Net Tax $ 5,284,415.66 Cr $ 5, 255, 463. 33 Cr
Section 285 Penal ty $ 0.00 $ 7,238.08

Net Adj ust ment
Interest and Penalty
Arrears |nterest

Resul t of (Re)Assessnent

EXPLANATI ON

The Net Tax anopunt does not take into consideration any rebate, inst
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part | X of the "

0004610

Adj ust nent s

28, 952. 33
7,238.08

36, 190. 41

4,504. 39

L2 - - B R

40, 694. 80

al mrent or paynent

Exci se Tax Act."

The details of your assessment were di splayed on the statenent of audit adjustments

we provided to you previously during the audit.

We have charged you arrears interest because you did not pay the ampunt owi ng by the

due date.
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EXPRESS GOLD REFINING LTD Page 14 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/06/01 To: 2017/06/ 30
Ref erence Nunber: 17194000332360585

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent
Net Tax $ 4,596, 200. 10 Cr $ 4,607,127.14 Cr $ 10,927.04 Cr
Section 285 Penal ty $ 0.00 $ 250. 00 $ 250. 00
Net Adj ust ment $ 10, 677.04 Cr
Result of (Re)Assessnent $ 10, 677.04 Cr

EXPLANATI ON

The Net Tax anopunt does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.
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EXPRESS GOLD REFINING LTD Page 15 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004611

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/07/01 To: 2017/07/31
Ref erence Nunber: 17222000232360547

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 3,458,823.17 Cr $ 3,294, 462.99 Cr $ 164, 360. 18
Section 285 Penal ty $ 0.00 $ 41, 090. 04 $ 41, 090. 04
Net Adj ust ment $ 205, 450. 22

Interest and Penalty
Arrears |nterest $ 23,592. 31
Result of (Re)Assessnent $ 229, 042.53

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 16 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/08/01 To: 2017/08/31
Ref erence Nunber: 17251000232360329

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 5, 337,096.30 Cr $ 5,151,834.11 Cr $ 185, 262. 19
Section 285 Penal ty $ 0.00 $ 46, 315. 54 $ 46, 315. 54
Net Adj ust ment $ 231,577.73

Interest and Penalty
Arrears |nterest $ 25, 562. 04
Result of (Re)Assessnent $ 257,139.77

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 17 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004612

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/09/01 To: 2017/09/ 30
Ref erence Nunber: 17279000232360878

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 5, 880, 429.23 Cr $ 5, 553, 268. 63 Cr $ 327, 160. 60
Section 285 Penal ty $ 0.00 $ 81, 790. 15 $ 81, 790. 15
Net Adj ust ment $ 408, 950. 75

Interest and Penalty
Ref und I nterest $ 1.15
Arrears |nterest $ 43, 307. 82
Result of (Re)Assessnent $ 452, 259. 72

EXPLANATI ON

The Net Tax anpunt does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

The anmpunt of refund interest shown is a debit adjustnment to interest that we
previously paid to you. You can deduct this ampunt from your incone in the reporting
peri od you pay it.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 18 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/10/01 To: 2017/10/31
Ref erence Nunber: 17311000232360947

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 6, 866, 554. 82 Cr $ 6,551,174.21 Cr $ 315, 380. 61
Section 285 Penal ty $ 0.00 $ 78, 845. 15 $ 78, 845. 15
Net Adj ust ment $ 394, 225.76

Interest and Penalty
Arrears |nterest $ 39, 730. 43
Result of (Re)Assessnent $ 433, 956. 19

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 19 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004613

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/11/01 To: 2017/11/30
Ref erence Nunber: 17342000232360814

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 6, 247,416.70 Cr $ 5,617,118.52 Cr $ 630, 298. 18
Section 285 Penal ty $ 0.00 $ 157,574.54 $ 157,574.54
Net Adj ust ment $ 787,872.72

Interest and Penalty
Arrears |nterest $ 74, 380. 06
Result of (Re)Assessnent $ 862, 252. 78

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2017/12/01 To: 2017/12/31
Ref erence Nunber: 18009000132360858

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 3,572,947.39 Cr $ 3,149,383.24 Cr $ 423,564. 15
Section 285 Penal ty $ 0.00 $ 105, 891. 03 $ 105, 891. 03
Net Adj ust ment $ 529, 455. 18

Interest and Penalty
Arrears |nterest $ 48, 747. 16
Result of (Re)Assessnent $ 578, 202. 34

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 21 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004614

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2018/01/01 To: 2018/01/31
Ref erence Nunber: 18039000232360241

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 6, 369, 341. 10 Cr $ 5,475, 346.98 Cr $ 893, 994. 12
Section 285 Penal ty $ 0.00 $ 223, 498. 53 $ 223, 498. 53
Net Adj ust ment $ 1,117, 492. 65

Interest and Penalty
Arrears |nterest $ 97, 550. 25
Result of (Re)Assessnent $ 1, 215, 042. 90

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 22 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2018/ 02/01 To: 2018/ 02/ 28
Ref erence Nunber: 18068000232360252

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 7,666, 962.47 Cr $ 6, 454, 163. 15 Cr $ 1,212, 799. 32
Section 285 Penal ty $ 0.00 $ 303, 199. 83 $ 303, 199. 83
Net Adj ust ment $ 1, 515, 999. 15

Interest and Penalty
Arrears |nterest $ 125,712.81
Result of (Re)Assessnent $ 1,641, 711. 96

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 23 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004615

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2018/03/01 To: 2018/03/31
Ref erence Nunber: 18094000332360575

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 8,631, 688.25 Cr $ 7,997,175.15 Cr $ 634,513. 10
Section 285 Penal ty $ 0.00 $ 158, 628. 27 $ 158, 628. 27
Net Adj ust ment $ 793, 141. 37

Interest and Penalty
Arrears |nterest $ 62, 182. 87
Result of (Re)Assessnent $ 855, 324. 24

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2018/04/01 To: 2018/ 04/ 30
Ref erence Nunber: 18124000232360555

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 7,019, 049.53 Cr $ 6,181,111.39 Cr $ 837,938. 14
Section 285 Penal ty $ 0.00 $ 209, 484.53 $ 209, 484.53
Net Adj ust ment $ 1, 047, 422. 67

Interest and Penalty
Arrears |nterest $ 76, 525. 67
Result of (Re)Assessnent $ 1,123,948. 34

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 25 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004616

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2018/05/01 To: 2018/05/31
Ref erence Nunber: 18165000332360498

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 9, 034, 754.80 Cr $ 7,767,634.16 Cr $ 1, 267, 120. 64
Section 285 Penal ty $ 0.00 $ 316, 780. 16 $ 316, 780. 16
Net Adj ust ment $ 1, 583, 900. 80

Interest and Penalty
Arrears |nterest $ 102, 363. 58
Result of (Re)Assessnent $ 1, 686, 264. 38

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2018/ 06/01 To: 2018/ 06/ 30
Ref erence Nunber: 18194000232360167

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 8,290, 188. 17 Cr $ 6, 876, 954. 64 Cr $ 1,413, 233.53
Section 285 Penal ty $ 0.00 $ 353, 308. 38 $ 353, 308. 38
Net Adj ust ment $ 1,766, 541. 91

Interest and Penalty
Arrears |nterest $ 108, 179. 81
Result of (Re)Assessnent $ 1,874,721.72

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnent or paynent
amounts that have been applied to the account.

We have inmposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.
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EXPRESS GOLD REFINING LTD Page 27 of 27
Date
July 22, 2019

Business Number

13855 7095 RT0001

Period Covered

2016-06-01 to 2018-07-31

0004617

NOTICE OF (RE)ASSESSMENT
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST)

SUMMARY OF ( RE) ASSESSMVENT
RE: GST/HST Return
Reporting Period From 2018/ 07/01 To: 2018/07/31
Ref erence Nunber: 18225000232360711

Pr evi ous Revi sed Adj ust nent s
Assessnent Assessnent

Net Tax $ 6,923, 029.15 Cr $ 6, 114, 097. 26 Cr $ 808, 931. 89
Section 285 Penal ty $ 0.00 $ 202, 232. 97 $ 202, 232. 97
Net Adj ust ment $ 1,011, 164. 86

Interest and Penalty
Arrears |nterest $ 54, 258. 96
Result of (Re)Assessnent $ 1, 065, 423. 82

EXPLANATI ON

The Net Tax anount does not take into consideration any rebate, instalnment or paynent
amounts that have been applied to the account.

We have inposed the section 285 penalty pursuant to Part |X of the "Excise Tax Act."

The details of your assessment were displayed on the statenent of audit adjustnents
we provided to you previously during the audit.

gé hgve charged you arrears interest because you did not pay the amount ow ng by the
ue date.

For your information we have attached a statenment explaining how we have cal cul at ed
interest.

GENERAL | NFORMATI ON

For nmore information on Notices of (Re)Assessnment, and your objection and appea
rights, see Guide RC4022, Ceneral Information for GST/HST Registrants, or visit
canada. cal/ revenue- agency. To prevent unnecessary del ays when you correspond w th us,
pl ease provi de your Business Nunber.
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Canada Revenue  Agence du revenu 300
Agency du Canada

July 17,2019

Express Gold Refining Ltd.
Attn: Atef Salama

400 — 215 Victoria St.
Toronto ON M5B 1T9

Dear Atef Salama:

Subject: Audit of the goods‘ and services tax/harmonized sales tax
(GST/HST) returns for the period 2016-06-01 to 2018-07-31
Business Number: 13855 7095 RT0001

We have completed a reassessment of the GST/HST returns for the above period and
have made the adjustments shown on the enclosed Summary of Adjustments and
corresponding schedules. Please note that the periods remain under audit and subsequent
(re)assessment(s) may be issued for the same reporting periods.

Section 285 of the Excise Tax Act provides for the levying of a penalty in cases where a
registrant knowingly, or in circumstances amounting to gross negligence, participates in
or makes a false statement or omission in a return, form, certificate, statement or answer.
This penalty is the greater of $250 and 25% of the net tax change for each period in
which the false statement(s) or omission(s) occurred.

Based on the results of this audit, we are applying penalties in respect of the changes to
net tax in all periods in which Input Tax Credits (ITCs) were denied. Some of the factors
considered in applying these penalties include:

e The registrant has sufficient knowledge of taxable supplies and the
resources available to determine obligations and liabilities under the
Excise Tax Act.

e ITCs totalling $10,028,332.27 were claimed based on invoices from 10
different suppliers where no supply of scrap gold was made.

o The invoices created to support this business activity create the illusion of
business activities and transactions that have legal rights and obligations
that do not exist, or differ from the actual legal rights and obligations.

You have the right to object to (re)assessments of the GST/HST. The time limit for filing
an objection is 90 days from the date on the notice of (re)assessment. For more
information or to get the notice of objection form, go to canada.ca/cra-complaints-
disputes.

(T2 A2

Canada 7 woeon
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If you have any questions, please call me at 306-975-4692 or at 1-855-427-5240,
extension 306-975-4692. My team leader, Cathy Gadzella, CPA, CGA, can also be
reached at extension 306-975-4521.

Yours truly,

Jaclyn Bartlett, ;
GSH7HST Audit Division
Canada Revenue Agency

Enclosures
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Sumniary of Adjustments

Express Gold Refining Ltd.
13855 7095 RT0001

ITCs* Denied
Reconciliation (Schedule B) -

Period Ended (Schedule A) Note 1 Total Adjustments
2016-06-30 $ (98,421.74) $ 36,238.54  § (62,183.20)
2016-07-31 203.20 - 203.20
2016-08-31 (22,089.96) 25,310.87 3,220.91
2016-09-30 (15,688.58) 97,947.85 82,259.27
2016-10-31 4,946.71 120,810.69 125,757.40
2016-11-30 9,319.98 27,340.93 36,660.91
2016-12-31 161.04 112,277.23 112,438.27
2017-01-31 8,437.12 278,975.49 287,412.61
2017-02-28 72,551.21 75,494.25 148,045.46
2017-03-31 - 100,060.76 100,060.76
2017-04-30 84.50 27,901.25 27,985.75
2017-05-31 (33,887.85) 62,840.18 28,952.33
2017-06-30 (56,883.47) 45,956.43 (10,927.04)
2017-07-31 66,837.56 97,522.62 164,360.18
2017-08-31 (366.28) 185,628.47 185,262.19
2017-09-30 3,355.14 323,805.46 327,160.60
2017-10-31 (2,894.73) 318,275.34 315,380.61
2017-11-30 19,591.38 610,706.80 630,298.18
2017-12-31 - 423,564.15 423.,564.15
2018-01-31 - 893,994.12 - 893,994.12
2018-02-28 - 1,212,799.32 1,212,799.32
2018-03-31 (114,657.53) 749,170.63 634,513.10
2018-04-30 114,657.53 723,280.61 837,938.14
2018-05-31 (416.80) 1,267,537.44 1,267,120.64
2018-06-30 416.80 1,412,816.73 1,413,233.53
2018-07-31 10,855.78 798,076.11 808,931.89

$ (33,888.99) $ 10,028,332.27 §$ 9,994,443.28
* Input Tax Credits
Section 285 Penalty- Schedule C S 2,517,337.60

Note 1:
Only periods with an adjustment on Schedule B were considered in the calculation of section

285 penalties on Schedule C. As a result no penalty has been levied on the period ended
2016-07-31.
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Schedule A - Reconciliation Adjustments
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Express Gold Refining Ltd.
13855 7095 RT0001

Decrease
ITCs per Books and ITCs as Filed (Increase) to

Period Ended Records (Line 108) ITCs
2016-06-30 $ 2,327,098.08 2,228,676.34  § (98,421.74)
2016-07-31 2,400,561.92 2,400,765.12 203.20
2016-08-31 2,506,040.89 2,483,950.93 (22,089.96)
2016-09-30 2,450,507.76 2,434,819.18 (15,688.58)
2016-10-31 2,446,055.84 2,451,002.55 4,946.71
2016-11-30 2,982,792.59 2,992,112.57 9,319.98
2016-12-31 2,630,067.56 2,630,228.60 161.04
2017-01-31 4,040,645.05 4,049,082.17 8,437.12
2017-02-28 3,576,568.67 3,649,119.88 72,551.21
2017-03-31 4,268,011.71 4,268,011.71 -
2017-04-30 4,340,798.79 4,340,883.29 84.50
2017-05-31 5,345,412.79 5,311,524.94 (33,887.85)
2017-06-30 4,660,863.89 4,603,980.42 (56,883.47)
2017-07-31 3,396,963.79 3,463,801.35 66,837.56
2017-08-31 5,346,299.49 5,345,933.21 (366.28)
2017-09-30 5,882,070.20 5,885,425.34 3,355.14
2017-10-31 - 6,876,534.37 6,873,639.64 (2,894.73)
2017-11-30 6,238,839.63 6,258,431.01 19,591.38
2017-12-31 3,598,329.08 3,598,329.08 -
2018-01-31 6,372,698.37 6,372,698.37 -
2018-02-28 7,672,843.60 7,672,843.60 -
2018-03-31 8,751,569.07 8,636,911.54 (114,657.53)
2018-04-30 6,907,279.63 7,021,937.16 114,657.53
2018-05-31 9,044,211.67 - 9,043,794.87 (416.80)
2018-06-30 8,292,087.78 ' 8,292,504.58 416.80
2018-07-31 6,914,332.44 6,925,188.22 10,855.78 .

: $ 129,269,484.66 129,235,595.67 $ (33,888.99)

To Summary

The ITCs claimed on your return are different from your books and records. We have -
adjusted the ITCs to match the amount recorded in your books and records, per
subsections 225(1) of the Excise Tax Act.
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Schedulé B - ITCs Denied

Express Gold Refining Ltd.

13855 7095 RT0001

Period Ended ITCs Denied
2016-06-30 $ 36,238.54
2016-07-31 -
2016-08-31 25,310.87
2016-09-30 97,947.85
2016-10-31 120,810.69
2016-11-30 27,340.93
2016-12-31 112,277.23
2017-01-31 278,975.49
2017-02-28 75,494.25
2017-03-31 100,060.76
2017-04-30 27,901.25
2017-05-31 62,840.18
2017-06-30 45,956.43

-2017-07-31 97,522.62
2017-08-31 185,628.47
2017-09-30 323,805.46
2017-10-31 318,275.34
2017-11-30 610,706.80
2017-12-31 423,564.15
2018-01-31 893,994.12
2018-02-28 1,212,799.32
2018-03-31 749,170.63
2018-04-30 723,280.61
2018-05-31 1,267,537.44
2018-06-30 1,412,816.73
2018-07-31 798,076.11

$ 10,028,332.27

To Summary

It has been determined that 2276230 Ontario Inc., 2344967 Ontario Inc., 2462300 Ontario
Inc., 2578202 Ontario Inc., 2602265 Ontario Inc., 8958238 Canada Inc., 9437690 Canada
Inc., Gold & Silver Inc., MC Gold & Refining Inc., and Victoria Gold Inc. did not make
supplies of scrap gold to Express Gold Refining. Audit has concluded that the invoices
showing purported supplies are eléments in a sham (See Schedule D).

As there is no supply made by these vendors, there are no amounts that are eligible to be
claimed as ITCs on the invoices bearing the names of these vendors. All amounts relating

to the invoices bearing the names and registration numbers of 2276230 Ontario Inc.,
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2344967 Ontario Inc., 2462300 Ontario Inc., 2578202 Ontario Inc., 2602265 Ontario Inc.,
8958238 Canada Inc., 9437690 Canada Inc., Gold & Silver Inc., MC Gold & Refining
Inc., and Victoria Gold Inc. are denied in the period in which they were claimed. These
amounts are denied under subsection 169(1) of the Excise Tax Act.

Additionally, while the invoices appear to meet all of the documentary requirements, the
transactions shown on those invoices have been shown to be elements in the creation of a
sham (see Schedule D). As the legal rights and obligations shown on the documents
provided are different from the legal rights and obligations (if any) that exist, the
requirements of subsection 169(4) are not met.

Posting Date Vendor Name Description ITC Denied
2016-06-29 Victoria Gold Inc. Settlement SET11989 $ 36,304.97
2016-06-29 . Victoria Gold Inc. Settlement SET11990 36,238.54
2016-06-29 Victoria Gold Inc. RCredit for SET11989 (36,304.97)
Total for Period Ended 2016-06-30 $ 36,238.54
2016-08-09 Victoria Gold Inc. Settlement SET12438 $ 25,310.87
‘Total for Period Ended 2016-08-30 S 25,310.87
2016-09-08 Gold & Silver Inc. Settlement SET12723 $ 2,122.90
2016-09-09 Gold & Silver Inc. Settlement SET12734 5,121.61
2016-09-14 Gold & Silver Inc. Settlement SET12778 10,279.75
2016-09-15 Gold & Silver Inc. Settlement SET12799 13,717.73
2016-09-16 Gold & Silver Inc. Settlement SET12809 6,246.50
2016-09-19 Gold & Silver Inc. Settlement SET12826 8,167.12
2016-09-22 Gold & Silver Inc. Settlement SET12878 14,715.48
2016-09-23 Gold & Silver Inc. Settlement SET12898 6,918.47
2016-09-26 Gold & Silver Inc. Settlement SET12920 15,592.98
2016-09-30 Gold & Silver Inc. Settlement SET12974 15,065.31
Total for Period Ended 2016-09-30 $ 97,947.85
2016-10-03 Gold & Silver Inc. Settlement SET12989 $ 12,571.78
2016-10-07 Gold & Silver Inc. Settlement SET13032 14,266.33
2016-10-12 Gold & Silver Inc. Settlement SET13051 14,067.95
2016-10-17 Gold & Silver Inc. Settlement SET13100 15,146.43
2016-10-20 Gold & Silver Inc. Settlement SET13144 - 14,931.15
2016-10-24 Gold & Silver Inc. Settlement SET13190 14,001.00
2016-10-27- Gold & Silver Inc. Settlement SET13231 14,371.89
2016-10-31 Gold & Silver Inc. Settlement SET13253 21,454.16
Total for Period Ended 2016-10-31 $ 120,810.69
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Posting Date Vendor Name Description ITC Denied
2016-11-10 Gold & Silver Inc. Settlement SET13399 $ 27,340.93
' Total for Period Ended 2016-11-30 S 27,340.93
2016-12-02 Gold & SilverInc. Settlement SET13609 $ 13,265.20
2016-12-06 Gold & Silver Inc. Settlement SET13626 12,688.00°
2016-12-09 Gold & Silver Inc. Settlement SET13664 19,748.30
2016-12-13 Gold & Silver Inc. Settlement SET13684 13,531.70
2016-12-15 Gold & Silver Inc. Settlement SET13699 20,136.35
2016-12-20 Gold & Silver Inc. Settlement SET13728 18,503.68
2016-12-22 Gold & Silver Inc. Settlement SET 13745 14,404.00
Total for Period Ended 2016-12-31 $ 112,277.23
2017-01-04 2344967 Ontario Inc. Settlement SET13799 $ 28,288.79
2017-01-05 Gold & Silver Inc. Settlement SET13806 19,906.25
2017-01-06 2344967 Ontario Inc. Settlement SET13818 16,904.62
2017-01-10 Gold & Silver Inc. Settlement SET13838 19,972.70
2017-01-11 2344967 Ontario Inc. Settlement SET13856 19,502.15
2017-01-12 Gold & Silver Inc. - Settlement SET13860 20,345.00
2017-01-16 2344967 Ontario Inc. Settlement SET13882 39,631.02
2017-01-17 2462300 Ontario Inc. Settlement SET13894 32,395.35
2017-01-18 Gold & Silver Inc. Settlement SET13900 13,500.63
2017-01-25 2462300 Ontario Inc. Settlement SET13959 38.265.11
2017-01-27 Gold & Silver Inc. Settlement SET13974 10,301.85
2017-01-30 Gold & Silver Inc. Settlement SET13983 19,962.02
Total for Period Ended 2017-01-31 $ 278,975.49
2017-02-06 Gold & Silver Inc. Settlement SET14022 $ 19,724.25
2017-02-09 Gold & Silver Inc. Settlement SET14060 19,212.70 -
2017-02-14 Gold & Silver Inc. Settlement SET14106 15,647.45
2017-02-27 Gold & Silver Inc. Settlement SET14183 20,909.85
Total for Period Ended 2017-02-28 $ 75,494.25
2017-03-02 Gold & Silver Inc. Settlement SET14222 $ 19,890.13
2017-03-13 Gold & Silver Inc. Settlement SET14316 20,536.25
2017-03-16 Gold & Silver Ine. Settlement SET 14346 15,076.49
2017-03-21 Gold & Silver Inc. Settlement SET14396 14,018.55
2017-03-28 Gold & Silver Inc. Settlement SET14488 16,111.29
2017-03-31 Gold & Silver Inc. - Settlement SET14531 : 14,428.05
Total for Period Ended 2017-03-31 $ 100,060.76
2017-04-06 Gold & Silver Inc. Settlement SET14612 $ 9,655.75
2017-04-24 Gold & Silver Inc. Settlement SET14804 18,245.50
Total for Period Ended 2017-04-30 $
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Posting Date Vendor Name Description ITC Denied

2017-05-02 Gold & Silver Inc. Settlement SET 14907 $ 17,215.25
2017-05-09 Gold & Silver Inc. Settlement SET14981 15,096.25
2017-05-23 Gold & Silver Inc. Settlement SET15133 8,764.60
2017-05-30 Gold & Silver Inc. Settlement SET15199 21,764.08
Total for Period Ended 2017-05-31 $ 62,840.18
2017-06-02 Gold & Silver Inc. Settlement SET15244 $ 14,642.03
2017-06-19 Gold & Silver Inc. Settlement SET15413 15,509.65
2017-06-27 Gold & Silver Inc. Settlement SET15518 15,804.75
Total for Period Ended 2017-06-30 $ 45,956.43

2017-07-28 Victoria Gold Inc. Settlement SET15842 $ 65,192.27
2017-07-31 Victoria Gold Inc. Settlement SET15861 32,330.35
Total for Period Ended 2017-07-31 $ 97,522.62
2017-08-02 Gold & Silver Inc. Settlement SET 15900 $ 18,375.50
2017-08-10 Victoria Gold Inc. Settlement SET 15989 42,076.97
2017-08-16 Gold & Silver Inc. Settlement SET16061 6,835.40
-~ 2017-08-16 Victoria Gold Inc. Settlement SET16064 33,676.80
2017-08-23 Gold & Silver Inc. Settlement SET16147 13,494.91
2017-08-28 Victoria Gold Inc. Settlement SET16202 2,080.78
2017-08-28 Victoria Gold Inc. Settlement SET16204 27,137.76
2017-08-30 Gold & Silver Inc. Settlement SET16243 14,881.10
2017-08-30 Victoria Gold Inc. Settlement SET16240 27,069.25
Total for Period Ended 2017-08-31 $  185,628.47
2017-09-01 2276230 Ontario Inc. Invoice 110513 $ 162,357.75
2017-09-06 Gold & Silver Inc. Settlement SET16329 6,21 7.51
2017-09-11 Victoria Gold Inc. Settlement SET16378 27,181.05
2017-09-12 Victoria Gold Inc. Settlement SET16396 1,194.83
2017-09-13 Gold & Silver Inc. Settlement SET16415 24,308.05
2017-09-15 Victoria Gold Inc. Settlement SET16465 767.91
2017-09-19 Gold & Silver Inc. Settlement SET16492 16,282.50
2017-09-28 2276230 Ontario Inc.  Settlement SET16623 85,495.86
Total for Period Ended 2017-09-30 $ 323,805.46
2017-10-02 2276230 Ontario Inc. Settlement SET16644  $ 64,834.58
2017-10-04 2276230 Ontario Inc. Settlement SET16698 64,728.91
2017-10-05 Gold & Silver Inc. Settlement SET16701 5,679.05
2017-10-26 2276230 Ontario Inc. Settlement SET16979 81,157.77
2017-10-31 2276230 Ontario Inc. Settlement SET17068 101,875.03
: Total for Period Ended 2017-10-31 $ 318,275.34
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Posting Date Vendor Name Description ITC Denied
2017-11-03 Gold & Silver Inc. Settlement SET17107 11,622.00
2017-11-09 2602265 Ontario Inc. Invoice 110857 26,139.53
2017-11-10 Victoria Gold Inc. Settlement SET17199 40,550.75
2017-11-15 Gold & Silver Inc. Settlement SET 17247 20,827.82
2017-11-16 2602265 Ontario Inc. Settlement SET17275 41,005.53
2017-11-20 2276230 Ontario Inc. Settlement SET17307 102,466.47
2017-11-21 Gold & Silver Inc. Settlement SET17325 28,457.65 -
2017-11-21 2602265 Ontario Inc. Settlement SET17341 14,442.51
2017-11-22 2276230 -Ontario Inc. Settlement SET17347 95,025.83
2017-11-23 Victoria Gold Inc. Settlement SET17383 47,782.08
2017-11-24 2276230 Ontario Inc. Settlement SET17404 91,476.98
2017-11-28 Victoria Gold Inc. Settlement SET17444 70,409.95
2017-11-29 - 2602265 Ontario Inc. Settlement SET17452 20,499.70
‘ ' Total for Period Ended 2017-11-30 610,706.80
2017-12-01 2276230 Ontario Inc. Settlement SET17498 67,520.39
2017-12-04 2276230 Ontario Inc. Settlement SET17515 93,869.56
2017-12-04 2276230 Ontario Inc. RCredit for SET17515 (93,869.56)
2017-12-05 2276230 Ontario Inc. Settlement SET17535 93,637.69
2017-12-06 2602265 Ontario Inc. Settlement SET 17556 26,905.06
2017-12-06 2276230 Ontario Inc. Settlement SET17548 66,521.16
2017-12-08 . Gold & Silver Inc. Settlement SET17592 17,470.05
2017-12-13 2602265 Ontario Inc.. - Settlement SET17636 20,017.92
2017-12-14 Gold & Silver Inc. Settlement SET17654 14,580.15
2017-12-19 Gold & Silver Inc. Settlement SET17711 23,477.87
2017-12-19 8958238 Canada Inc. Settlement SET17714 6,647.55
2017-12-20 8958238 Canada Inc. Settlement SET17735 19,899.62
2017-12-20 2602265 Ontario Inc. Settlement SET17744 20,191.21
2017-12-21 8958238 Canada Inc. Settlement SET17758 19,719.05
2017-12-22 2602265 Ontario Inc. Settlement SET17788 26,976.43
Total for Period Ended 2017-12-31 423,564.15
2018-01-04 Gold & Silver Inc. Settlement SET17838 25,667.20
2018-01-05 2602265 Ontario Inc. Settlement SET 17858 34,347.95
2018-01-09 8958238 Canada Inc. Settlement SET17909 27.346.28
2018-01-10 8958238 Canada Inc. Settlement SET17915 28,788.50
2018-01-11 Gold & Silver Inc. Settlement SET17938 25,746.76
2018-01-11 8958238 Canada Inc. Settlement SET 17934 35,566.44
2018-01-11 8958238 Canada Inc. Settlement SET17946 27,461.59
2018-01-12 8958238 Canada Inc. Settlement SET17950 40,104.35
2018-01-12 2602265 Ontario Inc. Settlement SET17962 35,318.14
8958238 Canada Inc. Settlement SET17993 35,010.69
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8958238 Canada Inc.

Page 6 of 10

Posting Date Vendor Name Description ITC Denied
2018-01-17 8958238 Canada Inc. Settlement SET18006 34,873.93
2018-01-18 Gold & Silver Inc. Settlement SET18037 24.934.13
2018-01-18 8958238 Canada Inc. Settlement SET18035 34,407.36
2018-01-18 8958238 Canada Inc. Settlement SET18052 33,484.80
2018-01-19 2602265 Ontario Inc. Settlement SET18066 34.676.14
2018-01-23 Gold & Silver Inc. Settlement SET18093 21,006.96
2018-01-23 ‘8958238 Canada Inc. Settlement SET18108 - 34,970.26
2018-01-24 8958238 Canada Inc. Settlement SET18114 20,746.57
2018-01-24 8958238 Canada Inc. Settlement SET18133 48,734.11
2018-01-25 8958238 Canada Inc. Settlement SET18141 6,939.56
2018-01-25 2276230 Ontario Inc. Settlement SET18139 89,829.54
2018-01-26 2602265 Ontario Inc. Settlement SET18162 27,829.92
2018-01-29 8958238 Canada Inc. Settlement SET18185 14,818.96
2018-01-30 9437690 Canada Inc. Settlement SET18197 7,052.24
2018-01-30 8958238 Canada Inc. Settlement SET18212 13,661.31
2018-01-31 9437690 Canada Inc. Settlement SET18219 13,835.64
2018-01-31 8958238 Canada Inc. Settlement SET18218 13,732.94
2018-01-31 2276230 Ontario Inc. Settlement SET18222 103,101.85
Total for Period Ended 2018-01-31 893,994.12
- 2018-02-01 Gold & Silver Inc. Settlement SET18246 26,513.50
2018-02-01 9437690 Canada Inc. Settlement SET18262 7,333.30
2018-02-01 8958238 Canada Inc. Settlement SET18263 14,606.93
2018-02-02 2276230 Ontario Inc. Settlement SET18267 95,520.16
2018-02-05 9437690 Canada Inc. Settlement SET18303 28,189.72
2018-02-05 8958238 Canada Inc. Settlement SET18302 27,954.82
2018-02-06 9437690 Canada Inc. Settlement SET18315 - 27,627.60
2018-02-06 8958238 Canada Inc. Settlement SET18333 55,140.28
2018-02-06 2602265 Ontario Inc. Settlement SET18316 34,525.92
2018-02-07 2276230 Ontario Inc. Settlement SET18335 96,972.46
2018-02-08 9437690 Canada Inc. Settlement SET18363 27,642.55
2018-02-08 8958238 Canada Inc. Settlement SET18361 28,352.22
2018-02-09 Gold & Silver Inc. Settlement SET18381 17,388.41
2018-02-12 8958238 Canada Inc. Settlement SET18410 27,712.10
2018-02-13 9437690 Canada Inc. Settlement SET18431 48,812.79
2018-02-13 8958238 Canada Inc. ‘Settlement SET18429 62,569.78 .-
2018-02-14 - Gold & Silver Inc. Settlement SET18438 14,640.60
2018-02-14 9437690 Canada Inc. Settlement SET18453 21,241.74
2018-02-14 8958238 Canada Inc. Settlement SET18434 35,302.67
2018-02-14 2602265 Ontario Inc. Settlement SET18448 35,536.02
2018-02-15 9437690 Canada Inc. Settlement SET18468 56,324.58
2018-02-15 8958238 Canada Inc.  Settlement SET18482 28,329.73
2018-02-15 Settlement SET18483 27,943.50
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Posting Date Vendor Name Description ITC Denied
2018-02-16 2602265 Ontario Inc. Settlement SET18501 35,993.36
2018-02-20 8958238 Canada Inc. Settlement SET18535 49,121.28
2018-02-21 - Gold & Silver Inc. Settlement SET18544 12,612.60
2018-02-21 8958238 Canada Inc. Settlement SET18548 49,196.94
2018-02-21 2602265 Ontario Inc. Settlement SET18547 42.611.27
2018-02-22 8958238 Canada Inc. Settlement SET18568 49,345.53
2018-02-26 9437690 Canada Inc. Settlement SET18613 35,516.78
2018-02-27 8958238 Canada Inc. Settlement SET18635 41,815.93
2018-02-28 Gold & Silver Inc. Settlement SET18657 15,379.65
2018-02-28 9437690 Canada Inc. Settlement SET18653 35,024.60
Total for Period Ended 2018-02-28 1,212,799.32
2018-03-02 8958238 Canada Inc. Settlement SET18695 - 42,538.99
2018-03-05 9437690 Canada Inc. Settlement SET18720 35,738.30
2018-03-05 8958238 Canada Inc. Settlement SET18724 43,013.62
2018-03-06 9437690 Canada Inc. Settlement SET18764 72,036.77
2018-03-06 8958238 Canada Inc. Settlement SET18756 71,784.31
2018-03-08 Gold & Silver Inc. Settlement SET18797 3,996.85
2018-03-12 9437690 Canada Inc. Settlement SET18866 70,766.54
2018-03-12 8958238 Canada Inc. Settlement SET18863 70,329.22
2018-03-13 8958238 Canada Inc. Settlement SET18886 35,397.57
2018-03-13 8958238 Canada Inc. Settlement SET18887 35,348.17
2018-03-14 Gold & Silver Inc. Settlement SET18893 26,429.78
2018-03-14 9437690 Canada Inc. Settlement SET18902 64,918.36
2018-03-26 2276230 Ontario Inc. Settlement SET19081 109,153.85
2018-03-27 2276230 Ontario Inc. -~ Settlement SET19107 67,718.30
' Total for Period Ended 2018-03-31 749,170.63
2018-04-04 9437690 Canada Inc. Settlement SET19213 36,003.11
2018-04-04 8958238 Canada Inc. Settlement SET19215 36,084.10
2018-04-05 9437690 Canada Inc. Settlement SET19223 35,769.37
2018-04-05 8958238 Canada Inc. Settlement SET19225 35,267.05
2018-04-05 2276230 Ontario Inc. Settlement SET19245 49,016.76
2018-04-10 Gold & Silver Inc. Settlement SET19292 15,967.25
2018-04-10 2276230 Ontario Inc. Settlement SET19306 48.,547.59
2018-04-11 9437690 Canada Inc. Settlement SET19312 36,045.88
2018-04-11 8958238 Canada Inc. Settlement SET19310 29,248.05
2018-04-13 9437690 Canada Inc. Settlement SET19352 35,562.54
2018-04-13 8958238 Canada Inc. Settlement SET19349 35,326.07
2018-04-18 8958238 Canada Inc. Settlement SET19407 35,763.91
2018-04-19 9437690 Canada Inc. Settlement SET19443 28,936.96
2018-04-20 9437690 Canada Inc. Settlement SET19457 14,184.56
2018-04-20 8958238 Canada Inc. Settlement SET19449 28,546.70
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Posting Date Vendor Name Description ITC Denied
2018-04-24 Gold & Silver Inc. ‘Settlement SET19525 21,041.15
2018-04-24 8958238 Canada Inc. Settlement SET19528 35,475.05
2018-04-24 2276230 Ontario Inc. - Settlement SET19540 42,175.51
2018-04-24 MC Gold & Refining Inc. Settlement SET19522 17,334.20
2018-04-24 MC Gold & Refining Inc. Invoice 111621 17,334.20
2018-04-24 MC Gold & Refining Inc. RCredit for SET19521 (17,334.20)
2018-04-25 9437690 Canada Inc. Settlement SET19554 35,200.10
2018-04-27 9437690 Canada Inc. Settlement SET19593 35,846.20
2018-04-27 8958238 Canada Inc. Settlement SET19608 35,938.50
Total for Period Ended 2018-04-30 723,280.61
2018-05-01 Gold & Silver Inc. Settlement SET19648 34,495.37
2018-05-01 9437690 Canada Inc. Settlement SET 19654 35,303.32
2018-05-01 8958238 Canada Inc. Settlement SET19662 35,309.56
2018-05-01 MC Gold & Refining Inc. Settlement SET19661 27,169.74
2018-05-03 9437690 Canada Inc. Settlement SET19696 35,350.64
2018-05-03 8958238/Canada Inc. Settlement SET19694 35,876.23
2018-05-04 9437690 Canada Inc. Settlement SET19717 14,135.42
2018-05-08 2276230 Ontario Inc. Settlement SET19775 42,151.33
2018-05-09 Gold & Silver Inc. Settlement SET19787 21,900.32
2018-05-09 9437690 Canada Inc. Settlement SET19786 42,817.58
2018-05-09 8958238 Canada Inc. Settlement SET19778 35,997.39
2018-05-09 MC Gold & Refining Inc. Settlement SET19792 34,128.38
2018-05-10 9437690 Canada Inc. Settlement SET19809 ~42,831.49
2018-05-11 9437690 Canada Inc. Settlement SET19823 21,170.24
2018-05-11 8958238 Canada Inc. Settlement SET19821 42,891.42
2018-05-15 9437690 Canada Inc. Settlement SET19873 41,795.91
2018-05-15 8958238 Canada Inc. Settlement SET19866 41,916.16
2018-05-15 MC Gold & Refining Inc. Settlement SET19874 26,918.06
2018-05-16 Gold & Silver Inc. Settlement SET19887 17,195.88
2018-05-17 9437690 Canada Inc. Settlement SET19906 42,038.10
2018-05-17 8958238 Canada Inc. Settlement SET19907 41,506.79
2018-05-17 2276230 Ontario Inc. Settlement SET19929 48,336.60
2018-05-18 MC Gold & Reﬁning Inc. Settlement SET19936 26,916.76
2018-05-23 Gold & Silver Inc. Settlement SET19982 21,981.70
2018-05-23 9437690 Canada Inc. Settlement SET19983 42,250.65
2018-05-23 8958238 Canada Inc. Settlement SET19991 43,306.90
2018-05-23 2602265 Ontario Inc. Settlement SET19996 13,791.05
2018-05-25 9437690 Canada Inc. Settlement SET20026 42,290.30
2018-05-25 8958238 Canada Inc. Settlement SET20032 42,426.15
2018-05-25 2276230 Ontario Inc. Settlement SET20036 58,145.75
2018-05-25 MC Gold & Refining Inc. Settlement SET20034 6,875.70
2018-05-28 MC Gold & Refining Inc. Settlement SET20057 27,259.05
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Posting Date Vendor Name Description ITC Denied
2018-05-29 9437690 Canada Inc. Settlement SET20094 42,785.99
2018-05-29 2602265 Ontario Inc. Settlement SET20096 21,383.57
2018-05-30 8958238 Canada Inc. Settlement SET20105 47,195.72
2018-05-30 MC Gold & Refining Inc. Settlement SET20109 27,069.90
2018-05-31 9437690 Canada Inc. Settlement SET20133 42.622.32
Total for Period Ended 2018-05-31 1,267,537.44
2018-06-01 Gold & Silver Inc. Settlement SET20157 18,258.50
2018-06-01 9437690 Canada Inc. Settlement SET20156 28.272.14
2018-06-01 8958238 Canada Inc. Settlement SET20155 48,653.02
2018-06-05 8958238 Canada Inc. Settlement SET20217 49,414.04
2018-06-06 9437690 Canada Inc. Settlement SET20226 49,379.33
2018-06-07 8958238 Canada Inc. Settlement SET20253 43,224.09
2018-06-07 2602265 Ontario Inc. Settlement SET20257 35,010.43
2018-06-08 Gold & Silver Inc. Settlement SET20275 22,479.60
2018-06-08 9437690 Canada Inc. Settlement SET20270 49,363.60
2018-06-11 2276230 Ontario Inc. Settlement SET20298 57,788.38
2018-06-11 MC Gold & Refining Inc. Settlement SET20297 13,657.15
2018-06-12 9437690 Canada Inc. Settlement SET20321 42,168.62
2018-06-12 - 8958238 Canada Inc. Settlement SET20334 36,860.85
2018-06-13 Gold & Silver Inc. Settlement SET20344 29.784.17
2018-06-13 9437690 Canada Inc. Settlement SET20352- 35,074.00
2018-06-14 8958238 Canada Inc. Settlement SET20377 30,516.20
2018-06-14 2276230 Ontario Inc. Settlement SET20379 35,528.35
2018-06-14 MC Gold & Refining Inc. Settlement SET20373 20,602.14
2018-06-15 9437690 Canada Inc. Settlement SET20390 21,428.81
2018-06-15 8958238 Canada Inc. Settlement SET20392 30,108.65
2018-06-15 2602265 Ontario Inc. Settlement SET20399 34,923.20
2018-06-18" MC Gold & Refining Inc. Settlement SET20417 13,613.86
2018-06-19 Gold & Silver Inc. Settlement SET20436 22,768.20
2018-06-19 9437690 Canada Inc. Settlement SET20462 28.,179.45
2018-06-20 9437690 Canada Inc. Settlement SET20469 42,125.72
2018-06-20 8958238 Canada Inc. Settlement SET20473 39,145.99
2018-06-20 MC Gold & Refining Inc. Settlement SET20467 20,549.23
2018-06-21 9437690 Canada Inc. Settlement SET20486 34,997.82
2018-06-21 8958238 Canada Inc. Settlement SET20485 21,416.20
2018-06-21 2602265 Ontario Inc. Settlement SET20493 35,107.80
2018-06-22 2276230 Ontario Inc. Settlement SET20511 77,878.06
2018-06-25 9437690 Canada Inc. Settlement SET20544 35,501.57
2018-06-25 8958238 Canada Inc. Settlement SET20543 44,246.02
2018-06-25 MC Gold & Refining Inc. Settlement SET20534 20,465.77
2018-06-26 Gold & Silver Inc. Settlement SET20556 29.918.72
2018-06-26 9437690 Canada Inc. Settlement SET20563 41,673.45
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Posting Date Vendor Name Description . ITC Denied
2018-06-26 8958238 Canada Inc. Settlement SET20555 35,499.62
2018-06-27 8958238 Canada Inc. Settlement SET20587 8,594.95
2018-06-27 2276230 Ontario Inc. Settlement SET20605 95,769.05
2018-06-28 MC Gold & Refining Inc. Settlement SET20618 33,417.15
2018-06-29 2276230 Ontario Inc. Settlement SET20658 95,221.88
2018-06-29 2276230 Ontario Inc. RCredit for SET20605 (95,769.05)
Total for Period Ended 2018-06-30 $ 1,412,816.73
2018-07-09 MC Gold & Refining Inc. Settlement SET20669 $ 33,319.39
2018-07-11 2276230 Ontario Inc. Settlement SET20736 74,392.24
2018-07-12 MC Gold & Refining Inc. Settlement SET20748 26,746.46
2018-07-13 2602265 Ontario Inc. Settlement SET20772 34,208.07
2018-07-16 MC Gold & Refining Inc. Settlement SET20799 33,222.15
2018-07-17 2276230 Ontario Inc. Settlement SET20851 68,233.88
2018-07-19 MC Gold & Refining Inc. Settlement SET20877 19,544.59
2018-07-20 2602265 Ontario Inc. Settlement SET20911 33,698.86
2018-07-20 2578202 Ontario Inc. - Settlement SET20915 14,701.57
2018-07-23 MC Gold & Refining Inc. Settlement SET20922 39,366.86
2018-07-24 9437690 Canada Inc. Settlement SET20971 44,990.53
2018-07-24 8958238 Canada Inc. Settlement SET20970 48,994.66
2018-07-26 9437690 Canada Inc. Settlement SET21000 44,706.87
2018-07-26 8958238 Canada Inc. Settlement SET21001 35,827.61
2018-07-26 2578202 Ontario Inc. Settlement SET21010 19,649.50
2018-07-26 MC Gold & Refining Inc. Settlement SET20999 25,959.05
2018-07-27 2602265 Ontario Inc. Settlement SET21046 33,363.07
2018-07-27 2276230 Ontario Inc. Settlement SET21053 26,429.65
2018-07-31 Gold & Silver Inc. Settlement SET21086 14,041.95
2018-07-31 9437690 Canada Inc. Settlement SET21098 44,490.55
2018-07-31 8958238 Canada Inc. Settlement SET21099 49,996.05
2018-07-31 MC Gold & Refining Inc. Settlement SET21080 32,192.55
Total for Period Ended 2018-07-31 $ 798,076.11
Total adjustments for all periods §$ 10,028,332.27
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Express Gold Refining Ltd.
13855 7095 RT0001

25% of

* Gross Negligence Penalty

Period Net Tax as Change in Net Change in Net GNP * Amount

Ended  Net Tax per Audit Filed Tax Tax (Note 1)
2016-06-30 $  (2,283,633.87) $(2,221,450.67) §  (62,183.20) $ (15,545.80) $ 250.00
2016-08-31 (2,477,870.58) = (2,481,091.49) 3,220.91 805.23 805.23
2016-09-30 (2,347,821.90) (2,430,081.17) 82,259.27 20,564.82 20,564.82
2016-10-31 (2,322,045.20)  (2,447,802.60) 125,757.40 31,439.35 31,439.35
2016-11-30 (2,950,515.24)  (2,987,176.15) 36,660.91 9,165.23 9,165.23
2016-12-31 (2,499,291.97) (2,611,730.24) 112,438.27 28,109.57 28,109.57
2017-01-31 (3,758,126.41)  (4,045,539.02) 287,412.61 71,853.15 71,853.15.
2017-02-28 (3,497,275.82) (3,645,321.28) 148,045.46 37,011.36 37,011.36
2017-03-31 (4,160,068.83)  (4,260,129.59) 100,060.76 25,015.19 25,015.19
2017-04-30 (4,309,559.46)  (4,337,545.21) 27,985.75 6,996.44 6,996.44
2017-05-31 (5,255,463.33)  (5,284,415.66) 28,952.33 7,238.08 7,238.08

-2017-06-30 (4,607,127.14)  (4,596,200.10) (10,927.04) (2,731.76) 250.00

2017-07-31 (3,294,462.99)  (3,458,823.17) 164,360.18 41,090.05 41,090.05
2017-08-31 (5,151,834.11)  (5,337,096.30) 185,262.19 46,315.55 46,315.55
2017-09-30 (5,553,268.63)  (5,880,429.23) 327,160.60 - 81,790.15 81,790.15 -
2017-10-31 (6,551,174.21)  (6,866,554.82) 315,380.61 78,845.15 78,845.15
2017-11-30 (5,617,118.52)  (6,247,416.70) 630,298.18 157,574.55 157,574.55
2017-12-31 (3,149,383.24)  (3,572,947.39) 423,564.15 105,891.04 105,891.04
2018-01-31 (5,475,346.98)  (6,369,341.10) 893,994.12 223,498.53 223,498.53
2018-02-28 (6,454,163.15) (7,666,962.47)  1,212,799.32 303,199.83 303,199.83
2018-03-31 (7,997,175.15)  (8,631,688.25) 634,513.10 158,628.28 158,628.28
2018-04-30 (6,181,111.39)  (7,019,049.53) 837,938.14 209,484.54 209,484.54
2018-05-31 (7,767,634.16)  (9,034,754.80) 1,267,120.64 316,780.16 316,780.16
2018-06-30 (6,876,954.64)  (8,290,188.17) 1,413,233.53 353,308.38 353,308.38
2018-07-31 (6,114,097.26)  (6,923,029.15) 808.931.89 202,232.97 202,232.97

Totals § (116,652,524.18) ‘

Total Gross Negligence Penalty in audit period $ 2,517,337.60

Note 1:

Section 285 of the Excise Tax Act provides for the levying of a penalty in cases where a person
knowingly, or in circumstances amounting to gross negligence, participates in or makes a false
statement or omission in a return, form, certificate, statement or answer. This penalty is the greater of
$250 and 25% of the net tax change for each period in which the false statements or omissions
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‘Schedule D — Sham Transactions

Express Gold Reﬁning Ltd.
13855 7095 RT0001

Relevant Terminology and Concepts

Sham

The term “sham” is not defined in the Income Tax Act (ITA) or Excise Tax Act (ETA). The
expression “sham” comes to us from court decisions in the United Kingdom.

The sham doctrine is classically defined in the leading case from the English Court of Appeal
in Snook v. London & West Riding Investments Ltd' in which Lord Diplock offers the
following:

“..., if it has any meaning in law, it means_acts done or documents execuled by the parties
to the “sham” which are intended by them, to give to third parties or the Court, the
appearance of creating between the parties. legal rights and obligations different from the
actual legal rights and obligations (if any), which the parties intend to create. ... that Jor
acts or documents to be a “sham”, with whatever legal consequences follow from this, all.
the parties thereto must have a common intention that the acts or documents are not to
create the legal rights and obligations which they give the appearance of creating. No
unexpressed intentions of a “shammer” affect the rights of a party whom he

deceived.” [emphasis added. ]

The classic definition of sham was adopted by Martland J. in the first Supreme Court of
Canada decision dealing with the concept of sham in MNR v. Cameron.? In the Supreme
Court of Canada decision in Stubart Investments Lid. v. R., Estey J* explained that the sham
doctrine and the judicial classification of incomplete transactions or ineffective transactions
are “judicial measures for the control of tax abuse without specific legislative direction.” As
Estey J. explained: '

A sham transaction: This expression comes to us from decisions in the United Kingdom,
and it has been generally taken to mean (but not without ambiguity) a transaction
conducted with an element of deceit so as to create an illusion calculated to lead the tax
collector away from the taxpayer or the true nature of the transaction; or, simple deception
whereby the taxpayer creates a facade of reality quite different from the disguised reality.

" Snook v. London & West Riding Investments Ltd.. [1967] 1 AILE.R. 518 (Eng. C.A).
fMNR v. Cameron, [1974] S.C.R. 1062 at 1068 (SCC).
> Stubart Investments Lid. v. R., [1984] 1 S.C.R. 536.
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The Federal Court of Appeal had the opportunity to comment on the sham concept in the
Faraggi v. R. decision.* Noél J.A. examined the doctrine of sham in the Canadlan context and
based on the classic definitions of sham summarlzed as follows:

It follows firom the above definitions that the existence of a sham under Canadian law
requires an element of deceit which generally manifests itself by a misrepresentation by the
parties of the actual transaction taking place between them. When confronted with this
situation, courts will consider the real transaction and di'sregard the one that was
represented as being the real one.

Accordingly, the essential elements for the determination of a sham are:

1. An intentional deceit by the parties
In the Federal Court of Appeal decision in Antle V Canada’, Noel J.A. clarifies the
notion of intentional deception in the context of sham as follows:

The required intent or state of mind is not equivalent to mens rea and need not go
so far as to give rise to what is known as common law as the tort of deceit
(compare MacKinnon v Regent Trust Company Limited, (2005), J.L. Rev. 198
(CA) at para. 20). It suffices that parties to a transaction present it as being
different from what they know it to be.

In other words, the test is not that there is criminal intent (mens rea) but rather there is '\
an awareness that the facts presented are different from the actual facts surrounding the
transaction.

2. an element of false appearance such that the legal rights and obligations
that have been created are different from the actual legal rights and
obligations amongst the parties
In the Snook v. London and West Riding Investments Ltd® the sham analysis requires
that:

¢ an element of false appearance existed between the parties; and
‘o the legal rights and obligations differed from the actual legal rights and
obligations (if any), which the parties intend to create.

In the Faraggi’ decision, the Federal Court of Appeal judge Noél J.A. stated:

For a sham to exist, the taxpayers must have acted in such a way as to deceive the tax
authority as to their real legal relationships [emphasis added]. The taxpayer creates
an appearance that does not conform to the reality of the situation.

* Faraggiv. R., 2008 FCA 398 (FCA) aff’g 2007 TCC 286 (TCC) Application to appeal to the Supreme Court dismissed. February 10, 2009.
* Antle v Canada, 2010 FCA 280

6 Snook v London & West Riding Investments, Ltd., [1967]

7 Faraggi v. R., 2008
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Carousel

In its simplest form a carousel scheme is an arrangement where GST/HST shown to be
collected on goods that are part of a resupply chain is never reported and at least one member
of the supply chain goes missing (missing trader). The missing trader usually registers as an
annual filer and goes missing before they remit any GST/HST; they are set up for the sole
purpose of perpetuating the scheme. Sales invoices are issued in the name of the missing
trader and the purchasing companies who are usually monthly or quarterly filers that claim
their input tax credits (ITCs) from these invoices.

. The goods can change hands up the supply chain several times, only once, or not at all by
originating and remaining at the top level. Ultimately, the goods are said to be sold to an
entity where the tax status of the good changes. For example the goods are processed in such
a way that they become zero-rated, such as in the process of refining scrap gold to pure gold,
or are exported on a zero-rated basis. The entity who “changes” the tax status of the supply is
known as the zero-rater.

The zero-rated goods are then returned to entities in the supply chain, either as consideration
for purported supplies previously made, or as cash earned by the scheme is used to make new
purchases. This process can repeat many times, with the goods (which may or may not exist)
going around on a “carousel”. There may also be multiple carousels within the group, with

~ one or two points in common. That is, they may have the same missing trader, or the same
zero-rater. :

The tax collected by the missing trader is not remitted to the government, either through non-
filing, under remitting, or non-payment of the amounts due. The zero-rater claims an input tax
credit for the amounts charged by the missing trader, resulting in a revenue loss to the
government.

The scheme is difficult to detect, as the books and records are prepared based on transactions
intending to deceive. In the case of scrap gold, there is added difficulty as the goods are
homogenous. There are no unique identifying characteristics that would allow tracing of a
particular item through the series of transactions.

The motivation for the transactions presented must be questioned. In a carousel scheme, the
structure of the transactions within the colluding group is manufactured to create GST/HST

refunds, which may be the only source of funds.

Often, another part of a carousel scheme is the issuance of accommodation invoices.
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Accommodation Invoices

An accommodation invoice is one that is issued either where no goods or services are
provided, or to change the nature of the goods or services that are provided. The registered
supplier may not be aware that these invoices are prepared, as they may be prepared by the
recipient of the purported supply. These suppliers are usually complicit in the scheme, either
through active participation in or willful blindness to the transactions and flow of funds.

Commercial Activity and Eligibility for ITCs

The term “commercial activity” is defined in subsection 123(1) of the ETA. A commercial
activity of a person means a business carried on by the person (other than a business carried -
on by an individual without a reasonable expectation of profit), except to the extent to which
the business involves the making of exempt supplies.

In order to claim input tax credits (ITCs), the registrant must establish that they acquired the
property or service for consumption, use, or supply in the course of commercial activities,
pursuant to subsection 169(1) of the ETA.

Tax in fespect of the supply of the property or service must also be paid or become payable by
the registrant. The ITC is then calculated as the amount of tax paid or payable multiplied by
the extent of consumption, use, or supply in the course of the commercial activities of the
registrant. ”

Analysis of Sham in the audit of Express Gold Refining Ltd.

Element 1: Intentional deceit
Audit has concluded that Express Gold Refining (EGR) knowingly participated in a carousel
scheme in the scrap gold industry.. EGR purported to buy scrap gold from 2276230 Ontario
Inc., 2344967 Ontario Inc., 2462300 Ontario Inc., 2578202 Ontario Inc., 2602265 Ontario
Inc., 8958238 Canada Inc., 9437690 Canada Inc., Gold & Silver Inc., MC Gold & Refining
Inc., and Victoria Gold Inc. who did not, and in fact could not have, supplied the scrap gold
purportedly purchased by EGR. Audit has concluded that these 10 suppliers are missing
traders (hereafter referred to as “the missing traders” ).

EGR, as a direct retinery feeder, has scrap gold processed on their behalf in such a way that
the tax status changes. The scrap gold is refined to pure gold that is zero-rated on EGR’s
behalf. The supply is then purportedly returned to the missing traders as consideration for the
purported previous supply of scrap gold. The pure gold is then debased, that is where base
metals such as zinc, or copper, or silver are blended with melted pure gold bars to reduce the
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melt’s gold purity level to where the gold no longer meets the levels required to be a financial
instrument. The supply of this gold then becomes a taxable supply and the process can be
repeated, with the same gold being refined multiple times, going around on a “carousel”.

As stated, in a carousel scheme, the structure of the transactions within the colluding group is
established to create GST/HST refunds, which may be the only source of funds. As these
missing traders are said to deal directly with EGR, and yet did not make supplies to EGR,
EGR must have direct involvement in the GST/HST scheme, tantamount to intentional deceit.

Audit has concluded that all of these suppliers are missing traders, and as a result did not -
supply EGR with the scrap gold indicated on the invoices of accommodation. If it can be
shown that there was the transfer of physical goods to EGR, it would be our position that this
scrap gold was a supply of debased gold as part of a carousel scheme, and/or that it did not
come from the suppliers named on the invoices. - "

Element 2: False Appearance of Legal Rights and Obligations (Acting in Concert)

In the Snook v. London & West Riding Investments Ltd. decision, it was determined that the

sham analysis requires the element of false appearance, creating legal rights and obligations,
between the parties, different from the actual legal rights and obligations (if any), which the

parties intend to create.

In this case, EGR attempted to portray an illusion of business activities and transactions that
had legal rights and obligations that, in fact, did not exist or were different from the true
nature of the transactions. The following is evidence of the misrepresentations or false
appearance of legal rights and obligations:

e EGR portrayed an illusion of the acquisition of scrap gold from the missing
traders, who are registered Canadian suppliers. Audit has concluded that this
supply of scrap gold did not exist, or if it did exist, it did not come from the
suppliers named on the invoices.

e The illusion perpetrated by EGR was that they acquired taxable supplies from
GST/HST registered companies, and paid HST on these supplies. The alleged
obligation to pay for scrap gold and the HST shown to be charged on that supply
appeared to give EGR the right to claim an ITC in respect of that supply.

e The invoices created to support this business activity created the illusion of
business activities and transactions that had legal rights and obligations that did
not exist, or differed from the actual legal rights and obligations. '

* The missing traders were incorporated and subsequently registered for GST/HST
accounts in order to give the appearance they had commercial activity through
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transactions with EGR. These companies were made to appear legitimate to
deceive the Minister into accepting the false ITCs claims. Invoices were provided
by EGR during the audit as proof that transactions between the missing traders
and EGR occurred. We have concluded that invoices of accommodation were
manufactured to perpetrate a GST/HST carousel scheme. These invoices are sham
documents.

It has been determined that the missing traders did not make supplies of scrap

“gold to EGR.

Supplier Analysis :
The missing traders share characteristics that are consistent with our knowledge of how the
GST/HST carousel scheme in the scrap gold industry operates. Specifically we found the

following:

Non-compliance,

No commercial activity, or capacity to provide the purported supply,

Pui‘pofted sales of scrap gold to EGR that was of a high purity, i.e. not consistent
with Canadian recycled scrap gold supply, and/or a volume that was not possible
given the realities of the scrap gold industry, and :
Consideration for the purported supply of scrap gold is paid by EGR in pure gold
allowing the scheme to continue.

Summary and Assessing Position

As no taxable supplies exist between EGR and the missing traders, ITCs claimed by EGR in
respect of tax shown to be paid or payable to those companies will be denied under subsection
169(1) of the ETA. As there are no supplies received, the extent of consumption, use, or supply
in the course of the commercial activities of EGR is nil.

Additionally, the invoices used to support the ITC claim also do not meet the documentary

requirements of subsection 169(4) of the ETA. The suppliers shown on the documents are not

the true suppliers of the scrap gold, if in fact there was a supply. The legal rights and obligations

presented by those invoices are different from the actual legal rights and obligations. The ITCs
are also denied under subsection 169(4) of the ETA. ”
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This is Exhibit “AA” to the
Affidavit of ATEF SALAMA,
sworn before me via
videoconferencing this [j_(%y
of October, 2020

A Comr@é@, etc.
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l*l Canada Revenue glgeé\mye a%: revenu Protected B when completed
Business Consent

Complete this form to consent to the release of confidential information about your program account(s) to the representative named below, or
to cancel consent for an existing representative. Send this completed form to your tax centre (see Instructions). Make sure you complete
this form correctly, since we cannot change the information that you provide. You can also give or cancel consent by providing the requested
information online through My Business Account at www.cra.gc.ca/mybusinessaccount.

Note: Read all the instructions before completing this form.

— Part 1 - Business information — Complete this part to identify your business (all fields have to be completed)

Business Name: EXPRESS GOLD REFINING LTD. Bn:| 1[3[8[s]s[7]o]e 5]

__ Part 2 — Authorize a representative — Complete either (a) or (b)

(a) Authorize access by telephone, fax and by mail

If you are giving consent for an individual, enter that person's full name. If you are giving consent to a firm, enter the name and BN of the
firm. If you want us to deal with a specific individual in that firm, enter both the individual's name and the firm's name and BN. If you do not
identify an individual of the fim, then you are giving us consent to deal with anyone from that firm.

Note: If you are authorizing a representative (individual or firm) who is not registered with the “Represent a Client" service, the phone
number is required.

Name of individual: Telephone number: 446.863-1221
Name of firm: BAKER & MCKENZIE LLP BN:[1[1]{9]ao[7|e]2]s]
or

(b) Authorize online access (includes access by telephone, fax and by mail)

You can authorize your representative to deal with us through our online service for representatives. The BN must be registered with the
"Represent a Client" service to be an online representative. Our online service does not have a year-specific option, so your
representative will have access to all years.

You must enter one of the following options:

« the ReplD and the name of the individual; or

+ the GrouplD and the name of the group; or

« the BN and the name of the firm.

Repi: [ T T T TTT 1] and Name of individual:
or ,

GroupID: gl | I 1 1 | and Name of group:
or

e | J T T T T 1T T T ] and Name of firm:

Telephone number:

— Part 3 — Select the program accounts, years and authorization level

(a) Program Accounts — Select the program accounts the above individual, group or firm is authorized to access.
Tick only one box, (i) or (ii).

(M This authorization applies to all program accounts and all years.
Expiry date: |Y|Y|"(|YIM|M|D|DJ

and

Authorization level (tick level 1 or 2)

D Level 1 lets CRA disclose information only on your program account(s);
or
Level 2 lets CRA disclose information and accept changes to your program account(s).

or

(ii) D This authorization applies only to program accounts and periods listed in Part 3(b).
If you select this option, you must complete 3(b).

Bl
RCS9E (12) (Vous pouvez obtenir ce formulaire en frangais 8 www.arc.gc.ca ou en composant le 1-800-959-3376.) Page 1 0of 2 Canada.
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Protected B when completed
Business Consent

(b) Details of program accounts and fiscal periods — Complete this area only if you ticked box (ii) in Part 3(a) on page 1.

If you ticked box (ii) in part 3(a), you have to provide at least one program identifier (see Instructions on page 1). You can then tick the box
"All program accounts" for that program identifier or enter a reference number. Provide the authorization level (tick either the “Authorization
level 1 box" to allow the CRA to disclose information or "Authorization level 2 box" to disclose information and accept changes to your
program account).

You can also tick the box "All years" to allow unlimited tax year access or enter a specific fiscal period (specific period authorization is not
available for online access). You can also enter an expiry date to automatically cancel authorization. If more authorizations or more than four
program identifiers are needed, complete another Form RC59.

Program All program Reference Authorization Specific fiscal period

identifier accounts number level Allyears  or (not available for online access) Expiry date

Year-end

HE SRR |j {j (] o Lepvgrpedwquloge] | Lupvgvivlegulogo]
L] e DE NN FYRTR TS EAT P | N R RS RN LT ETES
] e D:]j:] O O e L deloge] | Lavgelvgsles]
O - IO 0l O o Lavavlemlee] | Losaslegx]s o]

— Part 4 — Cancel one or more authorizations — Comptete this part only to cance! authorization(s)

JHHH

A I:, Cancel all authorizations on all accounts.

B. D Cancel all authorizations, only for the individual, group, or firm identified below.

C. D Cancel all authorizations for a specific program account: Program identifier: ‘:l:, Reference number: EE[j:l
D. D Cancel authorization for the individual, group, or firm Program identifier: l:l:l Reference number: D:l:]:l

identified below for the following program account:
ReplD: rl I I
or

I
Growpi: |G| |
l

I | and Name of individual:

| J and Name of group:

|
o |
BN [ [ [ [T T 1T 1T ] and Name of firm:

— Part 5 — Certification

This form must be signed by an authorized person of the business such as an owner, a partner of a partnership, a director of a corporation,
an officer of a non-profit organization or a trustee of an estate.

By signing and dating this form, you authorize the CRA to deal with the individual, group, or firm listed in Part 2 of this form or cancel the
authorizations listed in Part 4.

First name: ATEF Last name:SALAMA

Signature: » m Date: |2 0 1 4 0 2 1 0

The CRA will not process this form unless it is signed and dated by an authorized person of the business.
This form must be received by the CRA within six months of its signature date.
If it is not received in this time it will not be processed and will be returned to the business.

Privacy Act, personal information bank numbers CRA PPU 175

Page 2 of 2
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NOTICE OF OBJECTION (GST/HST)

Before completing this form, read the instructions on the back.

Name

EXPRESS GOLD REFINING LTD. Tetephone No- 11 6) 366-4000

Mailing address

215 Victoria St., Suite 400
Toronto, ONT M5B 1T9

If possible, enclose a copy of the notice of assessment or notice of reassessment that you are objecting to, otherwise, give the following information.

Check here if notice is attached

Notice No AS SPEC' Fl ED BELOW

Amountin dispute - $73,553,885.03 (PLUS INTEREST)

Date the notice was sent  JULY 22, 2019

Social insurance number or Business Number > 13855 7095 RTOOOl

Please state the facts and reasons for your objection (if you need more room, add a separate sheet).

See supporting memorandum attached.

Note that, pursuant to subs. 301(4) of the Excise Tax Act, Express Gold Refining Ltd. requests that the Notices of Reassessment
objected to herein not be reconsidered by the Minister of National Revenue and that the Minister confirm the Reassessments forthwith
to enable EGR to appeal the Reassessments directly to the Tax Court of Canada.

Notice of Reassessment reference numbers objected to:

16210000532360775
16229000332360718
16253000232360096
16280000232360854
16313000332360184
16348000332360049
17013000232360663
17045000132360951
17079000232360072
17096000332360726
17124000332360397
17159000232360099
17194000332360585
17222000232360547
17251000232360329
17279000232360878
17311000232360947
17342000232360814
18009000132360858
18039000232360241
18068000232360252
18094000332360575
18124000232360555
18165000332360498
18194000232360167
18225000232360711

Check here if a separate sheet is attached .

Name and address of authorized representative (if applicable):

Jacques Bernier & Bryan Horrigan
Baker & McKenzieLLP
181 Bay Street, Suite 2100

Toronto, Ontario M5J 2T3
416 865 6903

Telephone No.

e = Vice President August 19, 2019

Signature Position or Office Date

For a corporation, we need the signature of an authorized person.

Privacy Act, Personal Information Bank number CRA PPU 005

Form prescribed by the Minister of National Revenue under the Excise Tax Act
GST159 E (14) (Vous pouvez obtenir ce formulaire en francais & www.arc.gc.ca ou en composant le 1-800-959-3376.)
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EXPRESS GOLD REFINING LTD.
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(416) 366-4000 
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215 Victoria St., Suite 400

Toronto, ONT M5B 1T9

torbzh
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x
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AS SPECIFIED BELOW

torbzh
Typewriter
$13,553,885.03 (PLUS INTEREST)

torbzh
Typewriter
JULY 22, 2019

torbzh
Typewriter
13855 7095 RT0001

torbzh
Typewriter
See supporting memorandum attached.



Note that, pursuant to subs. 301(4) of the Excise Tax Act, Express Gold Refining Ltd. requests that the Notices of Reassessment objected to herein not be reconsidered by the Minister of National Revenue and that the Minister confirm the Reassessments forthwith to enable EGR to appeal the Reassessments directly to the Tax Court of Canada.   



Notice of Reassessment reference numbers objected to:



16210000532360775
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17124000332360397

17159000232360099

17194000332360585

17222000232360547

17251000232360329

17279000232360878

17311000232360947

17342000232360814

18009000132360858

18039000232360241
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18094000332360575

18124000232360555

18165000332360498

18194000232360167

18225000232360711
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Jacques Bernier & Bryan Horrigan

Baker & McKenzie LLP

181 Bay Street, Suite 2100

Toronto, Ontario M5J 2T3
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416 865 6903
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Vice President

AtefSalama
Signature

AtefSalama
Text Box
August 19, 2019
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Instructions

Complete this form if you want to object under Part IX of the Excise Tax Act (GST/HST), to your notice of assessment or
notice of reassessment.

Do not use this form to object to any Excise Tax Act assessment other than GST/HST. Instead, use form E413 Notice of
Objection (Excise Tax Act), or E414 Notice of Objection (Purchaser), as applicable.

Your notice of objection must be mailed or delivered within 90 days of the date shown on the notice of assessment you are
disputing.

Where to send your objection

Residents with a postal code starting with A to P and non-residents may send their objection to:

Eastern Intake Centre
Sudbury TSO/TC

1050 Notre-Dame Avenue
Sudbury ON P3A 5C1

Residents with a postal code starting with R to Y may send their objection to:

Western Intake Centre
Burnaby-Fraser TSO

9737 King George Boulevard
PO Box 9070, Station Main
Surrey BC V3T 5W6

Rebate Program for Tour Packages, Foreign Conventions, and Non-Resident Exhibitor Purchases — Send your notice
of objection to:

Eastern Intake Centre
Sudbury TSO/TC

1050 Notre-Dame Avenue
Sudbury ON P3A 5C1

File a separate form for each notice in dispute.

Specified person * — In addition to giving facts and reasons for objecting, a specified person has to describe each issue and
specify the relief the person wants for each one.

For more information, you can contact the Appeals Division at your tax services office.

* Generally a specified person is a listed financial institution or a person whose annual taxable supplies in each of the two
preceding fiscal years were more than $6 million. For more information see subsection 301(1) of the Excise Tax Act.
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MEMORANDUM IN SUPPORT OF THE OBJECTIONS OF EXPRESS GOLD
REFINING LTD. (“EGR”) TO TWENTY-SIX (26) GST/HST REASSESSMENTS DATED
JULY 22, 2019 (“Reassessments”), AND COVERING THE REPORTING PERIODS
FROM JUNE 1,2016 TO JULY 31, 2018 (“Reassessed Periods”)

WAIVER OF RECONSIDERATION

1. Pursuant to subs. 301(4) of the Excise Tax Act (“Act”),! EGR requests that the Minister of
National Revenue? (“CRA”) not reconsider the Reassessments and that the CRA confirm
the Reassessments forthwith to enable EGR to appeal the Reassessments directly to the Tax

Court of Canada.

OVERVIEW

2. The CRA reassessed EGR to increase its net tax in respect of Goods and Services
Tax/Harmonized Sales Tax (“GST/HST”) in the amount of $9,994,443.28 for the 26
individual reporting periods in the Reassessed Period plus $2,517,337.49 in penalties under

Part IX of the Act.

3. The Reassessments were raised contrary to the CRA’s stated administrative policy, in that
they were raised without providing EGR any explanation of the proposed adjustments or
providing EGR with any opportunity to respond. They were also raised for an improper
purpose, namely, to interfere with a potential decision in favour of EGR on a Federal Court

application for a mandamus order against CRA.

All statutory references in this memorandum are to the Act, unless otherwise specified.

The Minister of National Revenue and her delegates and agents are referred to collectively as the "CRA" in
this memorandum.
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4. The net tax increase in the Reassessments is wholly attributable to the denial of input tax
credits (“ITCs”) claimed by EGR with respect to GST/HST paid/payable by EGR to ten
particular suppliers, referred to by the CRA as “missing traders” (hereinafter, the “Ten

Suppliers”). Specifically, CRA’s stated rationale for denying those ITCs is as follows:

Audit has concluded that all of these suppliers are missing traders, and as a result did not supply
EGR with the scrap gold indicated on the invoices of accommodation. If it can be shown that there
was the transfer of physical goods to EGR, it would be our position that this scrap gold was a supply
of debased gold as part of a carousel scheme, and/or that it did not come from the suppliers named
on the invoices.

5. EGR submits that the Reassessments should be vacated in their entirety because they were
issued without due process, for an improper purpose and because the CRA’s position is
completely inconsistent with the facts and has no merit in law. Contrary to the CRA’s
position, the Ten Suppliers did in fact supply EGR with scrap gold giving rise to ITCs; the
scrap gold purchased by EGR was not part of a carousel scheme (and EGR was not a
knowing participant to any such scheme); and the Ten Suppliers were in fact the true

suppliers of the scrap gold.

FACTS

Background

6. EGR, a GST/HST-registered corporation organized in the province of Ontario, is engaged

in the business of facilitating the refining of precious metals using third party refiners.

7. EGR’s business primarily involves the purchase of scrap metal (typically in the form of
gold jewelry or melted gold bars), the facilitation of refining of such scrap metal into

precious metals (typically pure gold) and the sales of such precious metals.
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EGR maintains a large transaction volume attributable to the high value of gold and the
accounting practices dictated by the CRA for GST/HST purposes; however, its profit
margins are very small. EGR effectively purchases its scrap gold based on the volume of
gold content times a set rate and will in turn sell the refined product (i.e., the precious
metal) at a set rate that is only 2% or less higher than the set rate for which it purchased the

scrap gold.

CRA-EGR History and the 2013 CRA GST/HST Ruling

10.

Between 2004 and 2013, EGR was subject to constant and extensive CRA GST/HST audit
activity including at least two full scale GST/HST audits (spanning multiple years each).
During that time, CRA withheld EGR's net tax refunds for many months at a time. Five
different audit theories were raised by a large number of CRA auditors and/or audit teams;
however, most of those audit theories were ultimately determined by the CRA to be
baseless and reassessments were not issued on the basis of such audit theories. This
extensive audit activity culminated in a detailed 2013 ruling (the “2013 CRA Ruling”).
Further details of these extensive audit activities between 2004 to 2013 and the 2013 CRA
Ruling are found at paragraphs 15 to 44 of the January 23, 2019 Affidavit of EGR’s
principal, Atef Salama (attached as Appendix “1”), filed in the context of pending Federal

Court proceedings.

One of the central issues in the 2013 CRA Ruling was the GST/HST treatment of
transactions where scrap gold suppliers bring EGR scrap gold to be refined and EGR

provides the suppliers with refined gold in return.



1.

12.

13.
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In submissions to the CRA in advance of the 2013 CRA Ruling, EGR’s stated position was
that this transaction constituted a supply of a service, with the consideration payable for
such service to be the difference between the value of scrap gold and the returned refined
gold (typically, 2% or less). To the extent these transactions were treated this way from a
GST/HST perspective, GST/HST would only be payable to the party arranging for refining
(e.g., EGR) on the roughly 2% value of the scrap gold content and the refiner would not be

required to pay any GST/HST to the supplier who brought in the scrap gold for refining.

Further, EGR took the position that if this transaction did not involve the supply of a
service, subs. 153(3) of the Act should apply, as th