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ROTELICK, JASON MICHAEL JOSEPH 

 

Notice of Discipline Committee Decision and Order Case #1704-02 

 

Following the receipt of a Formal Complaint made by the Professional Conduct Committee, the 

Discipline Committee commenced a hearing regarding the conduct of Jason Michael Joseph 

Rotelick, CPA, CA on March 2 -6, 2020 and concluded on October 28, 2020. 

 

The Formal Complaint arose in the context of the delivery of professional services related to 

advice and execution of a corporate reorganization and sale transaction to a private enterprise 

and the outgoing and incoming shareholders.  

 

The general nature of the formal complaints on which the Discipline Committee made a 

determination of guilt relate to professional misconduct as defined in section 26 of The 

Accounting Profession Act (“the Act”) and Bylaw 200.4 made or continued pursuant to the Act.  

 

The relevant Rules of Professional Conduct considered are 201.1, 202.1 and 203.1.  

 

Specifically, the Discipline Committee found:  

That the member: 

1. Failed to demonstrate a proper understanding of the applicable tax provisions,  

2. Failed to exercise due care in providing advice to the clients, and  

3. Failed to correctly advise the clients of the tax consequences of the corporate 

reorganization and sale transaction. 

 

That the impact on the private enterprise and the outgoing and incoming shareholders was 

significant.  

 

A copy of the Decision dated July 23, 2020 is attached as Appendix A. 

 

The Discipline Committee therefore issued the following Order: 

- That the member shall be fined the sum of $10,000.00; 

- That the member shall receive and acknowledge a written reprimand; 

- That the member shall complete 20 hours of verifiable continuing professional 

development (personal or virtual participation) within nine (9) months of this Order in the 

area of corporate taxation, specifically containing section 55 components, to be 

approved in advance by the Registrar. The provider of the verifiable continuing 

professional development shall be external to Rotelick & Associates. The member is 

responsible to report and declare the verifiable continuing professional development in 

the provided tool before the deadline. Proof of attendance at the verifiable continuing 

professional development is required; 
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- That pending successful completion of the verifiable continuing professional development 

referred to in paragraph iii), the member may continue to practice in the area of taxation 

of corporate reorganizations only under the supervision of a CPA tax practitioner in good 

standing, external to Rotelick & Associates, approved by the Registrar. Such supervision 

shall include a detailed review of corporate reorganization tax advisory services. The 

member shall satisfy all review points from the detailed review of the appointed supervisor 

prior to filing with the client or Canada Revenue Agency;  

- That the member complete the CPA Canada Tax Practice Risk Management 

Questionnaire and submit a plan to the Registrar to address the deficiencies noted in the 

firm’s current policies, practice and procedures within six (6) months of the Order; 

- That notice of the Decision and of this Determination and Order shall be published, on a 

named basis on the Institute website and newsletters;  

- That the member shall be required to pay costs in the sum of $20,000.00; and 

- That the member shall remit payment of all fines and costs as set out above to the 

Institute within 270 days from the date this Determination and Order becomes final under 

the bylaws. Failure to pay within the 270 day period shall result in the immediate 

suspension of the member from the Institute of Chartered Professional Accountants of 

Saskatchewan and failure to pay within one year from the end of the 270 day period 

shall result in immediate expulsion from the Institute and striking of the member’s name 

from the register. 

 

The text of relevant bylaws and rules of professional conduct: 

 

Rules of Professional Conduct 

  Maintenance of Reputation of Profession 

201.1 A member, student or firm shall act at all times in a manner which will maintain 

the good reputation of the profession and its ability to serve the public interest. 

 

  Integrity and Due Care 

202.1 A member, student or firm shall perform professional services with integrity and 

due care. 

 

A copy of the Determination as to Penalty and Costs dated October 28, 2020 is attached as 

Appendix B. 

 

This notice is issued pursuant to Bylaw 49.1 and the terms of the Order. 

 

Authorized by:         November 12, 2020 

Leigha Hubick, CPA, CA 

Registrar 

CPA Saskatchewan 

 

 



 
IN THE MATTER OF THE ACCOUNTING PROFESSION ACT, 
SS 2014, c. A-3.1 OF THE PROVINCE OF SASKATCHEWAN 

 
 

AND IN THE MATTER OF A HEARING BY THE DISCIPLINE  
COMMITTEE OF THE INSTITUTE OF CHARTERED PROFESSIONAL 

ACCOUNTANTS OF SASKATCHEWAN CONCERNING  
 COMPLAINTS AGAINST DAVID PEARCE ROTELICK, CPA, CA 

AND JASON MICHAEL JOSEPH ROTELICK, CPA, CA 
 
 

 BETWEEN: 
 

THE PROFESSIONAL CONDUCT COMMITTEE, 
established pursuant to The Accounting Profession Act 

 
- and - 

 
DAVID PEARCE ROTELICK, CPA, CA AND 

JASON MICHAEL JOSEPH ROTELICK, CPA, CA 
 

____________________________________________________________________________
__ 
 

DECISION 
____________________________________________________________________________

__ 
 
 
HEARD BY:  JOHN AMUNDSON, FCPA, FCA - Chairperson 
   ASMA GEHLEN, CPA, CGA 
   DAN LI, CPA, CA 
   BARRY REMAI, FCPA, FCA 
   JAMES SALAMON, FCPA, FCA 
   AL SCHOLZ, PAg, CMC (Public Representative) 
    
 
 
COUNSEL FOR THE PROFESSIONAL   KAREN PRISCIAK, Q.C. 
CONDUCT COMMITTEE      
 
COUNSEL FOR DAVID PEARCE ROTELICK  DEFENCE COUNSEL 
AND JASON MICHAEL JOSEPH ROTELICK 
 
COUNSEL FOR THE DISCIPLINE    RICHARD T. MOLARO
COMMITTEE 
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1. This matter came for hearing before a discipline hearing panel of the Discipline Committee 
of The Institute of Chartered Professional Accountants of Saskatchewan (hereinafter 
referred to as the “Panel”) on March 2– 6, 2020, over the course of which evidence was 
presented by the prosecution and the defence. With agreement of counsel, an additional 
document was subsequently tendered by the prosecution as rebuttal evidence, the hearing 
was closed, and written arguments were submitted.  
 

The Formal Complaints 
 
2. Identical formal complaints were brought by the Professional Conduct Committee against 

each of David Pearce Rotelick, CPA, CA and Jason Michael Joseph Rotelick, CPA, CA 
which, with agreement of counsel, were heard together, including: 

A. That Rotelick, during the delivery of professional services under the firm name 
Rotelick & Associates Chartered Professional Accountants (formerly known as 
Rotelick & Associates Chartered Accountants) to one or more of Company A, Mr. 
C, Mr. M, Mr. R, Company 10, Company 07, Company 231, Company 23 and/or 
Company 331 (hereinafter “the clients”) for the period beginning on or about 
September 2008 and ending on or about July 2013 is guilty of professional 
misconduct pursuant to section 26 of The Accounting Profession Act, SS 2014, c 
A-3.1, in that he: 
 
Failed to deliver professional services with competence and due care and, 
thereby, he is in breach of Bylaws 202.1 and 203.1 of the Institute of Chartered 
Accountants of Saskatchewan Standards of Professional Conduct. Further, by 
failing to provide services with competence and due care, he failed to maintain the 
reputation of the profession and, thereby, is in breach of Bylaw 201.1 Institute of 
Chartered Accountants of Saskatchewan Standards of Professional Conduct. In 
particular, he:   

1. Failed to properly advise and structure a sale transaction such that 
Section 55 of The Income Tax Act, R.S.C., 1985, c. 1 (5th Supp.) would 
not apply in that he did not: 

a) demonstrate a proper understanding of the applicable tax 
provisions, 

b) correctly advise the clients of the tax consequences, and/or 

c) exercise due care in providing advice to the clients and instructions 
to the clients' legal advisors for implementation. 

2. Failed to file the related income tax returns of the clients regarding the 
application of subsection 55(2) of The Income Tax Act, R.S.C., 1985, c. 1 
(5th Supp.) to the share transaction, and/or 

3. Failed to correctly advise the clients in matters related to the Notice of 
Reassessment issued by the Canada Revenue Agency and failed to 
demonstrate a proper understanding of the applicable tax provisions. 
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B.  That Rotelick, as a result, from the delivery of professional services under the firm 
name Rotelick & Associates Chartered Professional Accountants (formerly known as 
Rotelick & Associates Chartered Accountants) to one or more of Company A, Mr. C, 
Mr. M, Mr. R, Company 10, Company 231, Company 07, Company 23 and/or 
Company 331 (hereinafter "the clients") is guilty of professional misconduct pursuant 
to section 26 of The Accounting Profession Act, SS 2014, c A-3.1, in that he: 

 
Failed to maintain the good reputation of the profession and its ability to serve the 
public interest and, thereby, is in breach of Bylaw 200.2 and Rule 201.1 of the 
Institute of Chartered Professional Accountants of Saskatchewan Bylaws and Rules 
of Professional Conduct by failing to provide proper tax advice resulting in the 
publication of the Tax Court of Canada Judgment. 
 

Background 
 
3. David Pearce Rotelick, CPA, CA and Jason Michael Joseph Rotelick, CPA, CA were at all 

material times members of The Institute of Chartered Accountants of Saskatchewan (the 
“Institute”) and carried on public practice as partners in the firm Rotelick & Associates in 
Regina, Saskatchewan. 

 
4. Over the period 2005 - 2011, Rotelick & Associates were engaged as the corporate 

accountants of Company A The shares of the corporation had been equally owned by 
three numbered corporations, which were in turn owned by each of Mr. C, Mr. M and Mr. 
R. Rotelick & Associates had attended to preparation of financial statements and filings of 
tax returns for Company and each of the numbered companies as well as the personal tax 
returns of Messrs. C, M & R. 

 
5. In 2008, Mr. C had come to a decision to sell his interest to Messrs. M & R. Rotelick & 

Associates was engaged to provide accounting and tax advisory services concerning the 
sale. What ultimately took place over the ensuing number of months under the direction of 
Rotelick & Associates was a corporate reorganization and associated transactions to 
facilitate the sale, known as a ‘purchase butterfly’.  

 
6. Canada Revenue Agency issued reassessments of income tax owing for several of the 

corporations involved in the transactions and as a consequence of the sale which were 
ultimately considered on appeal by The Tax Court of Canada.  

 
7. The published Tax Court of Canada Decision contains a useful summary of the 

transactions, including: 
 

1. Company A was incorporated in 1961 and later changed its name to 
Company A.'. 

 
2. … by June 2001, Mr. C owned 33.33% or 34 shares in Company A. 
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3. On May 17, 2000, Company 231 was incorporated and Mr. C was the 
sole shareholder. 

 
4. On or about June 30, 2001, Mr. C transferred 34 shares in Company A to 

Company 231 under s. 85(1) of The Income Tax Act (the “Act”) and 
received a promissory note for $560,999 and 100 common shares of 
Company 231. 

 
5. Immediately after the s. 85(1) transaction with Company 231, Mr. C 

owned 101 common shares of Company 231. 
 

6. Mr. C and Company 231 reported the transaction in respect of 34 
Company A shares, as follows: fair market value was $561,000; adjusted 
cost base was $350,000; and the agreed amount for purposes of s. 85(1) 
of the Act, was $561,000. 

 
7. In the 2001 taxation year, Mr. C reported capital gains of $211,000 and 

utilized $101,953 of capital gains deduction in respect of the June 30, 
2001 transaction with Company 231. 

 
8. By late 2008, Messrs. C, M and R each owned, indirectly through their 

holding companies, 33.33% interest or 34 shares in Company A. 
 

9. …by the fall of 2008, Mr. C decided to completely divest his ownership in 
Company A. He commenced negotiations with Messrs. M and R to sell 
his indirect onethird share to both of them equally. 

 
10. To determine the arm's length sale price for Mr. C's indirect shareholding 

in Company A, Firm B and the Firm As were invited to provide estimated 
valuations of Company A. The valuation reports placed the value of 
Company A between $7,420,000 and $7,970,000 and Messrs. C, M and 
R accepted the fair market value of 34 shares in Company A held by 
Company 231 was $2,600,000. 

 
11. The issued and outstanding shares in the capital of Company A 

immediately prior to March 6, 2009 were as follows: 
 

a) Company 23 - 34 Class A common shares; 

b) Company 331 - 34 Class A common shares; and 

c) Company 231 -34 class A common shares. 
 

12. Company 331 was solely owned by Mr. R and Company 23 was solely 
owned by Mr. M. 

 
13. None of Messrs. C, M or R was related to the others. 
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14. Prior to the ultimate sale of 34 Company A shares to Messrs. M and R, 
Company 231 owned other assets which fair market value totaled 
$1,261,764 in addition to 34 Company A shares. 

 
15. …a number of corporate reorganization transactions occurred 

immediately prior to the ultimate sale of 17 Company A shares to each of 
Mr. R's and Mr. M's holding companies, as follows: 

 
a) Company 10 and Company 07 were each incorporated on March 

6, 2009 by Mr. C as the sole shareholder. 

b) Company 10 and Company 07 were incorporated solely for the 
corporate re-organization that was effected for Mr. C to divest his 
shareholding in Company A to the other two remaining 
shareholders. 

c) On or about March 6, 2009, Mr. C transferred 34 common shares 
of Company 231 to Company 07 under s. 85(1) of the Act and 
received 1 Class C common share in Company 07. Mr. C and 
Company 07 reported the transactions in respect of 34 common 
shares of Company 231 as follows: fair market value was 
$1,300,000; adjusted cost base was $1; and the agreed amount 
for purposes of s. 85(1) of the Act was $1. 

d) On or about March 6, 2009, Mr. C exchanged 1 Class C share in 
Company 10 for 120 Class A common shares in Company 10 
under s. 86(1) of the Act, and the fair market value and adjusted 
cost base of the 1 Class C share were $1,300,000 and $1, 
respectively. 

e) On or about March 6, 2009, Mr. C exchanged 1 Class C share in 
Company 07 for 120 Class A common shares in Company 07 
under s. 86(1) of the Act, and the fair market value and adjusted 
cost base of the 1 Class C share were $1,300,000 and $1, 
respectively. 

f) On or about March 7, 2009, Company 231 transferred 17 Class A 
common shares of CSM to Company 10 under s. 85(1) of the Act 
and received 17 Class B redeemable shares in Company 10. 

g) Company 231 and Company 10 reported the transaction in 
respect of 17 Class A shares of Company A as follows: fair market 
value of $1,300,000; the adjusted cost base was $280,500; and 
the agreed amount under s. 85(1) of the Act was $280,500. 

h) On or about March 7, 2009, Company 231 transferred 17 Class A 
common shares of Company A to Company 07 under s. 85(1) of 
the Act and received 17 Class B redeemable shares in Company 
07. 

i) Company 231 and Company 07 reported the transaction in 
respect of 17 Class A shares of Company A as follows: fair market 
value of $1,300,000; the adjusted cost base was $280,500; and 
the agreed amount s. 85(1) of the Act was $280,500. 
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j) The redemption value of 17 Class B shares in each of Company 
10 and Company 07 was respectively, $1,300,000. 

k) On March 8, 2009, Company 10 redeemed 17 Class B Shares in 
the capital of Company 10 held by Company 231 for their 
redemption amount of $1,300,000 and issued to Company 231 a 
promissory note in the amount of $1,300,000, payable on 
demand, resulting in a deemed dividend to Company 231 in the 
amount of $1,299,999. 

l) Company 231 reported for tax purposes, the deemed dividend 
from the redemption of 17 Class B shares it held in Company 10 
as taxable dividend received of $1,019,500 and dividend 
deduction of $1,019,500. 

m) On March 8, 2009, Company 07 redeemed 17 Class B Shares in 
the capital of Company 07 held by Company 231 for their 
redemption amount of $1,300,000 and issued to Company 231 a 
promissory note in the amount of $1,300,000, payable on 
demand, resulting in a deemed dividend to Company 231 in the 
amount of $1,299,999. 

n) Company 231 reported for tax purposes, the deemed dividend 
from the redemption of 17 Class B shares it held in Company 07 
as taxable dividend received of $1,019,500 and dividend 
deduction of $1,019,500. 

o) On March 9, 2009, Company 231 redeemed 34 Class A shares in 
the capital of Company 231 held by Company 07 for their 
redemption amount of $1,300,000 and issued to Company 07 a 
promissory note in the amount of $1,300,000, payable on 
demand. The redemption resulted in a deemed dividend to 
Company 07 in the amount of $1,299,999. 

p) Company 07 reported for tax purposes, the deemed dividend from 
the redemption of 34 Class A shares it owned in Company 231 as 
taxable dividend received of $1,300,000 and claimed a dividend 
deduction of $1,300,000. 

q) On March 9, 2009, Company 231 redeemed 34 Class A shares in 
the capital of Company 231 held by Company 10 for their 
redemption amount of $1,300,000 and issued to Company 10 a 
promissory note in the amount of $1,300,000 payable on demand. 
The redemption resulted in a deemed dividend to Company 10 in 
the amount of $1,299,999. 

r) Company 10 reported for tax purposes, the deemed dividend from 
the redemption of 34 Class A shares it owned in Company 231 as 
taxable dividend received of $1,300,000 and claimed a dividend 
deduction of $1,300,000. 

s) On or about March 9, 2009, Company 231 and Company 10 each 
offset the $1,300,000 promissory note each issued to the other. 
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t) On or about March 9, Company 231 and Company 07 each offset 
the $1,300,000 promissory note each issued to the other.  

u) Following the reorganization set out above, Mr. C owned 100% of 
Company 231, 100% of Company 07 (which owned 17 shares in 
the capital of Company A) and 100% of Company 10 (which 
owned 17 shares in the capital of Company A), and throughout the 
foregoing reorganization steps, direct or indirectly, held 34 shares 
in the capital of Company A. 

 
16. On or about April 1, 2009, Mr. C disposed of 120 Class A common shares 

of Company 10 to Company 331 for $1,300,000 and 120 Class A 
common shares of Company 07 to 6523 for $1,300,000. 

 
17. With respect to the sale of Company 10 and Company 07, Mr. C reported 

in the 2009 taxation year: 

a) capital gains of $2,599,998; 
b) capital gains reserve of $1,038,689; and 
c) capital gains deduction of $238,529, which fully utilized Mr. C's 

lifetime capital gains deduction. 
 
8. In April, 2012, Canada Revenue Agency issued a Notice of Reassessment to Company 

231 in connection with the reorganization and sale transaction, resulting in additional tax 
payable of $475,767.00 and to Company 07 and Company 10 resulting in additional tax 
payable by each company of $303,333.00.  

 
9. Subsequently, the reassessment as against Company 231 was vacated and in April, 2014, 

the reassessments as against Company 07 and Company 10 after taking into account a 
credit on account of safe income, were reduced to $171,675.00 each and, after taking into 
account a dividend refund allowed in respect of refundable tax paid, further reduced to 
$73,575.00 each, plus arrears interest. The Tax Court of Canada ultimately upheld the 
April, 2014 Canada Revenue Agency reassessments in relation to Company 07 and 
Company 10.  

 
Summary of Prosecution Evidence 
 
Documents 
 
10. The prosecution tabled an exhibit book at the outset of the hearing which, with the 

concurrence of defence counsel was received as Exhibit P-1. This exhibit book contained 
56 documents, including the registration status of the members, proof of service of the 
formal charges, the expert report of Expert Witness and documents referred to in Expert 
Witness’s report, various Canada Revenue Agency letters and Notices, a Notice of 
Objection and associated affidavit of filing, the letter of complaint against the members, 
handwritten accountant notes, time entries and invoices, accountant communications with 
corporate counsel, accountant communications with clients, the share purchase 
agreement, a statement of claim in an action brought by the complainants against the 
members and a copy of The Tax Court of Appeal decision. Over the course of the 
presentation of the hearing, additional documents, marked Exhibits P-2 – P-13 were 
accepted into evidence, including Mr. K’s handwritten notes, two versions of a Memoranda 
of Agreement, an email from Mr. M to CPA Saskatchewan, corporation profile reports for 
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the holding companies of Mr. M and Mr. R, a copy of Expert Witness’s slide presentation, 
a Moody’s Gartner Tax Law article concerning The Tax Court of Canada C and Notices of 
Reassessment for the holding companies of Mr. M and Mr. R. 

 
Mr. K 
 
11. The first witness for the prosecution was Mr. K, a member of the tax practice at Firm A, 

Regina. Mr. K recounted the following events leading to the completion of the subject 
transaction: 

 

– Mr. K had been approached in 2007 by Mr. M to engage Firm A in performing a 
business valuation of Company A, to lay the foundation for the purchase by Mr. 
M and Mr. R of the interest of Mr. C. The valuation was completed in May, 2008. 

 

– In September, 2008, Mr. M informed Mr. K that they would be putting the 
valuation to use, but that Mr. C was concerned about the amount of tax he would 
have to pay. Mr. M produced a letter to Company A from its prior accountants, 
Rotelick & Associates dated September 9, 2008 (tab 8, Exhibit P-1), which 
described a $3 million share purchase and outlined the tax liability arising from 
the same. On September 10, 2008, Mr. K had conversations with each of Mr. M 
and Mr. R. He was asked to consider some options which may have a positive 
tax treatment. 

 

– On September 13, 2008, Mr. K met with Mr. M, Mr. C and Mr. R, at which time he 
presented a sketch with accompanying notes including 5 opportunities (Exhibit P-
2) for facilitating a sale other than as had been described in the Rotelick & 
Associates letter. Mr. K indicated that each of the opportunities discussed would 
require more valuation and investigation.  

 

– Mr. K was requested to discuss these opportunities with Rotelick & Associates. 
To this end, he arranged a meeting with David and Jason Rotelick at the offices 
of Rotelick & Associates on September 19, 2008. He described that the meeting 
went well, that no particular opportunity was promoted by Mr. K nor any 
calculations made, that the Rotelicks were comfortable in investigating these 
opportunities further and in structuring the deal in the best manner possible. 

 

– Mr. K was presented at the hearing with a letter marked “Draft” from Rotelick & 
Associates bearing the date September 17, 2008 to Company A (tab 9, Exhibit P-
1) wherein references had been made to Firm A and stated that he had not seen 
the letter before his September 19, 2008 meeting at Rotelick & Associates and 
did not authorize any references to Firm A. 

 

– Mr. K met with Mr. M and Mr. R on Mr. M’s request on October 15, 2008. They 
brought a document entitled Memorandum of Understanding apparently prepared 
by Rotelick & Associates (Exhibit P-4). Mr. K pointed out some changes and 
things to be considered. 
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– On January 8, 2009, Mr. K received an email from Mr. C (tab 38, Exhibit P-1), 
attaching a different Memorandum of Understanding, apparently prepared by 
Rotelick & Associates (Exhibit P-5). He met with Mr. M and Mr. R on January 15, 
2009 and subsequently with David and Jason Rotelick on January 19, 2009 to 
discuss the document. He stated that as at that point in time, the terms of the 
sale had not been agreed upon and that once the parties reached that stage, it 
was his view that the best structure for tax could be considered. 

 

– Subsequently, Mr. K met on January 23, 2009 with Mr. M, Mr. R and Mr. Y, 
whom he was advised would be the lawyer assisting with the transaction. He 
expressed that there remained much work to be done to finalize the terms of the 
sale. 

 

– The next development, from Mr. K’s perspective was a discussion he had with 
Mr. Yon March 4, 2009 wherein he was provided with a copy of a letter from 
Rotelick & Associates dated February 9, 2009 to Company A (tab 40, Exhibit P-
1) , outlining four matters which the shareholders needed to decide in order for 
the proposed transaction to proceed, including a decision by Mr. M and Mr. R as 
to who their accounting/tax advisors would be going forward. He said that when 
he saw this letter, he concluded that they would no longer require his services. 

 

– Mr. K indicated that he was informed by Mr. M on July 13, 2009 that legal 
representation had been switched from Mr. Y to Mr. B, that Mr. B had drawn an 
agreement and associated documents and that the transaction had been 
completed.   

 
12. Mr. K indicated that the next involvement he had in relation to the matter commenced late 

in 2011 and recounted the following events: 
 

– Mr. M provided Mr. K with a copy of a letter dated November 1, 2011 from 
Canada Revenue Agency to his numbered company concerning an audit of the 
2009 Income Tax Returns and informed that each of he, Mr. C and Mr. R had 
received similar letters. He asked Mr. K to speak to the Rotelicks concerning the 
matter. 

 

– Mr. K had a number of conversations with the Rotelicks, who confirmed that the 
facts as presented in the Canada Revenue Agency were accurate and that they 
would be responding to the letter. 

 

– Mr. K consulted with Mr. T, a tax lawyer, who provided e-mail comments and 
advices to each of Mr. K, David Rotelick and Jason Rotelick   

 

– In addition, Mr. K arranged a telephone conference call meeting between Mr. 
Thompson, David Rotelick, Jason Rotelick and Mr. K which occurred on 
December 17, 2020. Mr. T provided specific direction on how to respond to the 
Canada Revenue Agency letter which the Rotelicks agreed to follow. The 
Rotelicks prepared a letter to Canada Revenue Agency that was reviewed by Mr. 
T and Mr. K and sent out on December 22, 2011 (tab 14, exhibit P-1). 
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– On January 23, 2012, Canada Revenue Agency wrote a letter to each of the 
three numbered companies, responding to the December 22, 2011 
communication from Rotelick and Associates and including a proposal.  

 

– At the request of the Rotelicks, Mr. K agreed to take the lead at a face to face 
meeting with the Canada Revenue Agency auditor. The three thereafter attended 
that meeting, which lasted 1 -1 ½ hours. 

 

– Ultimately, Canada Revenue Agency issued Notices of Reassessment to each of 
the three corporations on April 4, 2012 which corresponded with its initial letters 
of November 1, 2011. Mr. C’s corporation was reassessed $519,305 (tab 21, 
Exhibit P-1), Mr. M’s corporation was reassessed $346,756 (tab 22, Exhibit P-1) 
and Mr. R’s corporation was reassessed $346,518 (tab 23, Exhibit P-1).  

 

– Mr. K was informed that the three corporations would be engaging legal counsel 
and pursuing Notices of Objection with Canada Revenue Agency.  

 

– Mr. K was provided with a copy of a June 13, 2013 letter to counsel for the three 
corporations (tab 15, Exhibit P-1), seeking safe income calculations in relation to 
the M and R corporations. He was informed by counsel that the Rotelicks had 
declined to perform the requested calculations and his office was engaged to do 
so. 

 

– Mr. K was provided with copies of the Canada Revenue Agency Appeals 
Manager’s responses to the Notice of Objection dated April 10, 2014 (tabs 26 & 
27, Exhibit P-1). He noted that a significant reduction in taxes sought from the M 
and R corporations on account of safe income was granted. 

 

– Mr. K was informed that the M and R corporations launched a further appeal to 
The Tax Court of Canada, which was unsuccessful. 

 
13. Mr. K acknowledged on cross examination that he had been aware that a lawsuit had 

been commenced against the Rotelicks by Messrs. C, M and R and their respective 
corporations in November, 2012, which may account for why the Rotelicks didn’t do any 
further work after that time. He also clarified that to his knowledge, the C corporation 
reassessment had been vacated in the Canada Revenue Agency Appeals process and 
that the reassessments as against the M and R corporations had been reduced to 
$171,675 each. 

 
Mr. M 
 
14. Mr. M traced his involvement with Company A back to 1968 and as one of three remaining 

equal business owners along with Mr. C and Mr. R prior to the buyout of Mr. C’s interest 
by the other two in 2009. He recounted as follows: 

 

– Jason Rotelick and David Rotelick became the accountants for Company A in 
approximately 2005, handling preparation of financial statements, tax filings and 
personal tax returns for Company A, each of the corporate shareholders and the 
personal returns for Mr. R and Mr. M. This remained the case in 2009. 
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– The corporate lawyer for CSM over this period was Mr. Y 
 

– In 2007, Mr. C indicated an intention to sell his business interest in Company A to 
Mr. M and Mr. R. Arrangements were made to have each of Firm A and Firm B 
value the corporation. Discussions then ensued between the three parties about 
the value of Mr. C’s interest terms of payment and other details. 

 

– Mr. C had indicated to Mr. M and Mr. R that he knew he’d be liable for capital 
gains tax but didn’t want it to be excessive. He also indicated that he didn’t want 
to ‘poke the bear’ meaning Canada Revenue Agency. Mr. M and Mr. R indicated 
that ‘the price was the price’ and ‘how Mr. C and his accountants wanted to 
manipulate for tax purposes was their business’. Mr. M and Mr. R expressed that 
they shouldn’t be liable for any taxes in that they were simply buying shares. 

 

– It was decided to obtain further accounting advice. Mr. C approached the 
Rotelicks and Mr. M and Mr. R approached Mr. K.  

 

– Mr. M and Mr. R met with Mr. K. He recalled that Mr. K had drawn a sketch on a 
whiteboard which was similar to the document Mr. K had previously identified as 
“the five opportunities” (Exhibit P-2). He also recalled having reviewed the 
September 9, 2008 letter from Rotelick & Associates to Company A (tab 8, 
Exhibit P-1) describing a sale transaction in which there would be no tax 
implications for either Mr. R’s corporation or his own. 

 

– Mr. M’s recollection was that as Mr. C was the one incurring taxes, he had most 
of the conversations with the Rotelicks.  

 

– Mr. M could not recall any specific discussions with the Rotelicks; however, he 
stated that he and Mr. R were adamant that they would not be incurring any 
taxation. 

 

– On being shown a letter dated February 9, 2009 from Rotelick & Associates to 
the Shareholders of Company A (tab 40, Exhibit P-1), Mr. M could not recall 
having received it. 

 

– Mr. C had expressed concern that the corporate lawyer, Mr. Y was not getting 
the documents done and was informed that the Rotelicks had another lawyer in 
mind who had worked on a similar transaction before and could handle things. 

 

– Mr. M attended at the boardroom of Firm C in Regina, in which a sale agreement 
and other multiple documents including promissory notes, assignments of 
insurance, security agreements, etc. had been laid out for execution by himself, 
Mr. R and Mr. C. He recalled that Jason Rotelick was also in attendance at the 
signing event. Mr. M related once again his understanding that there would be no 
taxes payable by the purchasers. 
 

– Upon receiving a letter dated November 1, 2011 from Canada Revenue Agency 
to his numbered company concerning an audit of the 2009 Income Tax Returns, 
Mr. M immediately sent David Rotelick an email and called him to set up a 
meeting. David Rotelick suggested that he pay the taxes and that “we’ll get it 
back when you sell your shares”.  
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– Mr. M contacted Mr. K and asked him to get ahold of the Rotelicks. They “tried to 
get this reversed”. 

 

– A Notice of Assessment dated April 5, 2012 was issued to Mr. M’s corporation, 
indicating taxes payable of $346,756.14 (tab 22, Exhibit P-1). Mr. R had received 
notice in a similar amount (tab 23, Exhibit P-1) and Mr. C had received a notice 
that over $500,000.00 was payable (tab 21, Exhibit P-1). 

 

– Mr. C “chased down” a lawyer named L at Firm E, Saskatoon, who proceeded 
with a notice of objection. 

 

– Mr. M reviewed a letter from the Canada Revenue Agency Appeals Manager to 
his numbered company dated April 10, 2014 (tab 27, Exhibit P-1) which invited a 
calculation of safe income. The Rotelicks refused to do that calculation. They 
moved their business over to Firm A and sued the Rotelicks. 

 

– After the safe income calculation was done, the corporations of Mr. M and Mr. R 
each owed under $200,000. 

 

– The tax case was eventually heard by The Tax Court of Canada – they lost. 
 

– Mr. M understood there were things to be done for Mr. C’s sake in the 
reorganization but that he assumed all was proper. They had put their trust in 
people that are professionals. They didn’t expect to be chastised by Canada 
Revenue Agency over a simple sale. 

 

– Mr. M confirmed a summary of expenditures incurred with accountants and 
lawyers as at February 26, 2019 totaling $197,333.55 (Exhibit P-7). 

 

– This was a blow to the business. The R and M children have put money into the 
business. Two staff have left them. They may need to liquidate to pay the bills. 

 
15. Mr. M was asked on cross examination why no mention was made of Firm A in the 

complaint letter to the Institute of Chartered Accountants. He responded that he didn’t 
believe Firm A had given him any reason to complain. 

 
16. Counsel for the defence produced a portion of a transcript from an examination for 

discovery of Mr. M in The Tax Court of Canada case held on December 17, 2015 (Exhibit 
D-1) containing the following questions and answers, which Mr. M confirmed:  

A “...and there should be no tax, as we were advised by several 
groups, no tax implications for Mr. R and Mr. M at all 

Q Sorry, which groups were these? 
A The Firm A, the Rotelicks, the lawyers. I mean, everybody – 

everybody in – you know, stated that – sit back, boys, because all 
you’re doing is just spending money. And to that end, we did. We, 
in both land and cash, we bought the shares from Mr. C, and how 
it was structured was – was really quite something that we never 
orchestrated or condoned or whatever, based on what’s 
happened. But that being said, this was simply a – in our 
estimation, us buying something from another – from a seller.” 
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17. Mr. M was then asked whether he knew what due diligence/steps/research/etc. had been 

done by the Rotelicks regarding the 2009 transaction. He stated that he didn’t know 
specifically but presumed they’d ‘done lots’. He also knew that they’d done this process 
before and trusted that they were chartered accountants and knew what they were doing. 

 
18. The Panel sought clarification as to the extent of Mr. K’s role. Mr. M stated that he and Mr. 

R had agreed to get a separate business valuation from Firm A but that they didn’t need 
separate accounting or legal advice concerning the transaction.  

 
Expert Witness 
 
19. Expert Witness is a partner at Expert Witness Firm in Saskatoon. He was accepted by the 

Panel as an expert qualified to provide opinion evidence relevant to the transactions 
undertaken, including a technical summary of the relevant legislation, the identification of 
the specific issues in the implemented tax plan causing the reassessments, possible 
alternative plans with estimated income tax results for comparative purposes and his 
opinion as to  which party led the development of the plan.  

 
20. Expert Witness’s 10 page written report dated December 13, 2019 was accepted into 

evidence (tab 4, Exhibit P-1). In addition, Expert Witness took the Panel through a series 
of slides reviewing the plan, on a step by step basis, which was also accepted into 
evidence (Exhibit P-10). 

 
21. Expert Witness described that at the end of step 6 in the progression, the 34 shares of 

Company A originally owned by Mr. C’s holding company (Company 231) were now held 
equally (17 shares each) by his two new holding companies (Company 07 and Company 
10). He expressed the conclusion that the sale by Mr. C of the common shares of 
Company 07 and Company 10 to the holding companies of Mr. M and Mr. R, respectively 
is the step which brought the plan within the application of the anti-avoidance provisions of 
section 55(2) of The Income Tax Act.   

 
22. Firstly, Expert Witness opined that the Rotelicks had failed to recognize that the result test 

rather than the purpose test is applicable in circumstances such as this, where a 
redemption of shares has occurred. As per Expert Witness’s report: 

 
“In cases where shares are redeemed, creating a deemed dividend under 
subsection 84(3), it is the result test that is applicable, and the purpose test is 
irrelevant. Rotelick & Associates did not recognize the automatic application of 
subsection 55(2) to the share redemptions, even though they were aware the 
shares had inherent accrued gains prior to the redemptions.” 

 
23. Secondly, Expert Witness concluded that the Rotelicks had failed to consider that the 

ultimate sale of shares of Company 07 and Company 10 was part of a “series of 
transactions” which would render the section 55(3) exception inapplicable and leave 
section 55(2) operable. As per the report: 

 
“Since a series of transactions or events include any related transactions, or 
events completed in contemplation of the series, it would be very difficult to argue 
that the ultimate sale of shares by Mr. C was not part of the series. The sale of 
shares was contemplated at the time the deemed dividends arose, and in fact, it 
was the proposed sale of the shares that prompted the reorganization.”  
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24. Thirdly, Expert Witness expressed that the Rotelicks had failed to calculate or to consider 
the impact of the corporations’ safe income impacting the share redemption transactions 
of the reorganization. As per the report: 

 
“The income tax treatment of the dividends in excess of the safe income should 
have been identified at the planning stage and communicated to the clients. If 
properly addressed, the corporate tax returns filed for the 2009 taxation years 
would have included a designation under paragraph 55(5)(f) of The Income Tax 
Act. Such a designation deems the portion of the dividends in excess of safe 
income to be considered a separate dividend, so the full amount of the deemed 
dividends is not subject to subsection 55(2); only the amount of the dividend not 
sourced from safe income is caught. These separate dividends should have been 
reported as capital gains and taxed accordingly.” 

 
25. As a result of these deficiencies, Canada Revenue Agency reassessed the deemed 

dividends as capital gains to corporations Company 07 and Company 10 (now owned by 
Mr. M and Mr. R, respectively), resulting in income tax owing of approximately $303,330 
each, plus arrears interest. Although Mr. C’s corporation Company 231 had been 
reassessed in a similar fashion, the reassessment was eventually vacated to avoid triple 
taxation. Ultimately, Canada Revenue Agency accepted safe income calculations and 
reduced the tax liability of the corporations of Mr. M and Mr. R to approximately $73,575 
each, plus arrears interest. 

  
26. Expert Witness’s conclusions were as follows: 
 

“In our opinion, the butterfly transactions followed by the sale of shares is not an 
aggressive or tax avoidance scheme. The problem is that the plan was simply 
not thoroughly vetted and as such, the additional taxes ultimately reassessed 
were not identified, communicated to the clients, or paid in 2009. Had the safe 
income calculation been computed, and the corporate tax on the dividends in 
excess of the safe income been included in the income tax estimates provided by 
Rotelick & Associates, the clients may have accepted the additional $147,150 of 
tax or may have opted not to proceed with the plan. In hindsight, if the 
shareholders of Company A had been properly advised at the time of 
implementing the plan, the payment of this additional tax to avoid what would 
eventually come to pass would likely have been positively received.” 

 
27. On the subject of responsible party, Expert Witness concluded: 
 

“Mr. K may have provided various options to the Company A shareholders on the 
exit of a shareholder and acted as a consultant with respect to such options. 
However, it appears that the Rotelicks took the lead on implementing the plan by 
researching and providing instructions to the lawyers as evidenced by their time 
charges and other case materials… 

 
…even if Rotelick & Associates did not initially lead the development of the plan, 
they adopted it, researched and implemented it (by providing instructions to the 
lawyers) and billed their clients for doing so.” 
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28. On cross examination, Expert Witness confirmed that there is a risk associated with any 
tax plan and that there could be a greater risk associated with an aggressive tax plan. 

 
Summary of the Defence Evidence 
 
Documents 
 
29. Over the course of the presentation of the defence, two documents, marked Exhibits D-1 

and D-2 were accepted into evidence. These included an excerpt from the transcript of an 
examination for discovery of Mr. M in Tax Court of Canada Proceedings and a copy of a 
Canada Revenue Agency memorandum. 

 
David Pearce Rotelick, CPA, CA 
 
30. David Pearce Rotelick, CPA, CA informed that he had earned his Bachelor of Commerce 

degree from the University of Saskatchewan in 1982 and had received his Chartered 
Accountant (CA) designation in December, 1985. After working at KPMG, he joined his 
father’s accounting practice in Regina. His brother, Jason joined the practice shortly 
thereafter. 

 
31. Mr. Rotelick reviewed that in terms of tax-related matters, he had: 
 

– Completed the KMPG in-depth managers and partners tax training course, 1990 

– Completed the Canadian Institute of Chartered Accountants (CICA) in-depth tax 
course levels 1 – 4, 1992 – 1994 

– Instructed at the CICA in-depth tax course, level 2  

– Served the Institute of Chartered Accountants of Saskatchewan as a member of 
the Practice Inspection Committees 1989 – 1995, including as co-chair and chair 
when the practice inspection program was developed 

– Completed a CICA international tax course  

– Serviced a range of large national corporations to small businesses. 
 

32. Mr. Rotelick recounted as follows: 
 

– Commencing in 2005, Rotelick & Associates acted as the external accountants 
for Company A on a review engagement and performed all tax work for the 
business, all associated holding companies and the individual shareholders. 

 

– Blair C had been contemplating the sale of his interest in the business to Brian M 
and Don R since 2005. In September, 2008, he engaged Rotelick & Associates 
to provide advice on the sale. 

 

– At the initial stages, a letter was issued by Rotelick & Associates to Company A 
on September 9, 2008, outlining what they had been asked to do (tab 8, Exhibit 
P-1). It was a preliminary document which suggested that the holding companies 
of Mr. M and Mr. R would buy the Company A shares from the holding company 
of Mr. C. Based on a sale price of $3 Million, it predicted tax liability of 
approximately $600,000. 
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– The last paragraph of the letter raised the possibility, with additional research of 
exploring other options, which they had not been directed to pursue at that point. 
The clients would have been aware that any transaction with Canada Revenue 
Agency was subject to risk, that the other options would be more complicated 
and riskier and would require additional research.  

 

– At this time, the clients hadn’t established the terms of their commercial deal. The 
letter was preliminary. They were instructed not to do any further research 
regarding complex tax planning at that time. 

 

– Rotelick & Associates were subsequently contacted by Mr. C, who said that there 
had been a meeting with Mr. K, Mr. M and Mr. R in which Mr. K had drawn things 
out on a white board. Mr. C said that we’d be working with Mr. K. 

 

– Mr. K contacted Rotelick & Associates and they had a general discussion. 
 

– Following discussions with Mr. K, Rotelick & Associates prepared a draft letter to 
Company A on September 17, 2008 (tab 9, Exhibit P-1), which included 
reference to the incorporation of one new holding company by Mr. C to gain 
access to his personal capital gains exemption. 

 

– On September 19, 2008, the Rotelicks met with Mr. K and had a more detailed 
discussion about a corporate reorganization, similar to steps 1 – 6 of Expert 
Witness’s presentation at the hearing.  

 

– Mr. C had told the Rotelicks that they would be working with Mr. K on a joint 
basis. They had worked with Firm A before and recognized Mr. K as a very good 
tax person. 

 

– Mr. Rotelick reviewed the document which had been entered into evidence and 
described by Mr. K as a sketch with accompanying notes discussing 5 
opportunities (Exhibit P-2) and indicated to the Panel that option 5 related to what 
was ultimately done. That is, to transfer shares to a new company to allow Mr. C 
to use his capital gains exemption. This was known as a standard butterfly. 

 

– A sixth option was also discussed with Mr. K, originating from Mr. T, which Mr. K 
and the Rotelicks had dismissed. 
 

– On October 6, 2008, Mr. Rotelick sent a letter by fax to Mr. L, a senior person at 
Canada Revenue Agency, Vancouver, (tab 37, Exhibit P-1) which was based 
upon a tax plan being done by Rotelick & Associates for another client at the 
same time. It was an identical transaction, involving the formation of a new 
holding company and the use of section 85 elections.  

 

– Mr. Rotelick further discussed and evolved the plan and took notes of Mr. L’s 
responses. Among those responses was the comment that safe income was not 
relevant. Safe Income is an entitlement, that is if Canada Revenue Agency says 
the transaction didn’t qualify, it would calculate safe income. 
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– Mr. L knew there would be a sale within a few days of the reorganization. The 
Rotelicks took comfort from the discussions with Mr. L. 

 

– The plan that Rotelick & Associates had implemented for the other client did go 
through. It was audited by Canada Revenue Agency and came through clean. 
The Rotelicks believed they’d get similar results in this case. 
 

– As of October, 2008, the status of the commercial deal was still in discussion. Mr. 
R had sometimes expressed that he wanted to simply buy shares, and 
sometimes not. The primary discussions with the Rotelicks were by Mr. C.  

 

– In January, 2009, the Rotelicks had worked with Mr. C in developing a 
Memoranda of Understanding (Exhibit P-5) outlining the intent of the envisioned 
transaction, which Mr. C emailed to Mr. K on January 8, 2009. 

 

– After receiving communications from Mr. C requesting an update, the Rotelicks 
prepared a letter to the shareholders of Company A dated February 9, 2009 (tab 
40, Exhibit P-1). The letter identified key decisions required from the 
shareholders including: 1) who the accounting/tax advisors would be going 
forward; 2) whether one or two holding companies would be incorporated; 3) final 
agreement on security to be granted to Mr. C; and 4) the declaration of a cash 
dividend to either Mr. R’s corporation or Mr. M’s corporation. 

 

– The explanation for the first decision requested was that Mr. M and Mr. R were 
still getting advice from Mr. K and, from a continuity standpoint, they should all 
use the same accountant. 

 

– Mr. C provided the Rotelicks with a copy of a March 4, 2009 email sent by Mr. Y 
of Firm D to Mr. K, which attached a copy of the February 9, 2009 letter (tab 41, 
Exhibit P-1). Mr. C stated that he was willing to meet with Mr. K regarding any 
questions or concerns. 

 

– Mr. Rotellick sent an email to Mr. C on March 23, 2009 (tab 42, Exhibit P-1) 
expressing the difficulties Mr. Y was having in understanding elements of the 
contract. 
 

– Mr. Rotelick sent an email to Mr. C on March 25, 2009 (tab 43, Exhibit P-1) telling 
him what they were encountering with Mr. Y. 
 

– Mr. Rotelick sent an email to Mr. Y, attaching comments he had made on Mr. Y’s 
draft Share Sale Transaction Summary (tab 44, Exhibit P-1). 

 

– Mr. Ysent an email letter to Mr. Rotelick dated April 1, 2009, enclosing a revised 
Share Sale Transaction Summary (tabs 45 and 46, Exhibit P-1). Mr. Rotelick 
made several handwritten comments on the letter. 
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– On April 3, 2009, Mr. Rotelick emailed Mr. B of Firm C, attaching an overview of 
the plan in advance of an upcoming meeting (tab 12, Exhibit P-1). Mr. Rotelick 
stated that Mr. B had papered the other similar transaction he’d previously 
mentioned in his testimony. Mr. C had wanted to move the matter along and it 
was also thought that Mr. B would extend him a rate break as the documents 
were similar.  

 

– Mr. B emailed Mr. Rotelick on April 7, 2009 indicating that he had instructed an 
associate at the firm to assist and they were commencing with preparation of 
documents (tab 12, Exhibit P-1). 
 

– The documents prepared by Mr. B’s office were ultimately completed, with the 
business reorganization made effective in March, 2009 and the sale being made 
effective in April, 2020. The plan was as had been described as steps 1-7 in 
Expert Witness’s previous testimony at the hearing. 

 

– The next the Rotelicks heard about the matter was in November 2011 when 
Canada Revenue Agency wanted to do an audit (tab 19, Exhibit P-1). 

 

– The Rotelicks had meetings with Mr. K and Mr. T in which they discussed the 
plan and how to respond to Canada Revenue Agency. 

 

– In anticipation of an upcoming meeting, the Rotelicks sent a letter to Ms. S of 
Canada Revenue Agency, Regina, dated December 22, 2011, which was a 
response that had been worked out by the Rotelicks, Mr. K and Mr. T (tab 14, 
Exhibit P-1). 

 

– The Rotelicks and Mr. K subsequently met with Ms. S and presented the 
response. Mr. K took the lead at the meeting.  

 

– Eventually, Canada Revenue Agency wrote to Mr. C’s corporation on January 
23, 2012, upholding its original decision (tab 20, Exhibit P-1). Similar letters were 
sent to the corporations of Mr. M and Mr. R. 

 

– Notices of Reassessment were issued by Canada Revenue Agency on April 4, 
2012 (tabs 21 – 23, Exhibit P-1). 

 

– The Rotelicks met with Mr. C and indicated that a lawyer would be needed to 
assist with filing an objection. The Rotelicks and Mr. C met with L of Firm E. Mr. 
C retained Mr. L and the Rotelicks worked with him in developing the notice of 
objection (tab 24, Exhibit P-1). The Rotelicks, Mr. K and Mr. L were all 
comfortable with the document. 
 

– Subsequently, Mr. L left the firm and Ms. T proceeded with completion and filing 
of the Notice of Objection on June 29, 2012 (tab 25, Exhibit P-1).  

 
33. Defence Counsel then sought to introduce into evidence a copy of a 9 page memorandum 

dated May 31, 2013 from Canada Revenue Agency Appeals Branch to Regina TSO 
Appeals Division concerning the Notice of Objection. Ms. Prisciak objected to the 
document going in on the basis that it had not been previously disclosed and may be a 
privileged communication.  
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34. The Panel considered the document to be relevant and ruled that it be accepted into 
evidence as Exhibit D-2. It advised Ms. Prisciak that she would be given opportunity to 
respond to the document over the course of the proceedings. 

 
35. Mr. Rotelick was provided with Exhibit D-2 and resumed his testimony: 
 

– The document appeared to constitute an internal Canada Revenue Agency 
memorandum discussing the Notice of Objection under consideration and laying 
a  groundwork for the eventual decision by Canada Revenue Agency to vacate 
the reassessment as against Mr. C’s corporation and to uphold the 
reassessments as against the corporations of Mr. M and Mr. R, subject to an 
adjustment on account of safe income. 

 

– The analysis contained a mathematical error as Mr. C’s corporation Company 
231 was shown as having a nil value. Had the correct value been utilized, the 
reassessments as against the corporations of Mr. M and Mr. R ought have been 
vacated as well. 

 
36. In the course of cross examination, Mr. Rotelick: 
 

– confirmed that during the years 2005 – 2009, Rotelick & Associates were the 
corporate accountants for Company A as well as the three holding corporations 
of Mr. C, Mr. M and Mr. R and also did the personal tax work for Mr. M and Mr. 
R. 

 

– confirmed to the prosecutor that Mr. K had no part in the preparation of the 
September 9, 2008 letter from Rotelick & Associates to Company A (tab 8, 
Exhibit P-1). He agreed that the Rotelicks had been retained to give an opinion 
about the tax implications and reported that there would be $600,000 tax liability 
to Mr. C and no tax implications to Mr. M and Mr. R. 

 

– stated that he had no reason to doubt Mr. K’s recollection that he had not been 
consulted as regards the preparation of the draft letter dated September 17, 2008 
(tabs 9 and 35, Exhibit P-1) and indeed had not met with the Rotelicks until 
September 19, 2008. It was later noted that the tab 9 version of the letter had 
included a reference to Firm A and the tab 35 version had not. 

 

– agreed that the Rotelicks had talked mechanics with Mr. K and that computations 
would be left to the Rotelicks. 

 

– on examination of time entries, confirmed that the Rotelicks had prepared the 
Memoranda of Understanding marked as Exhibit P-4 and had spent 2.5 hours 
doing so. 

 

– recalled discussing the second Memoranda of Agreement (Exhibit P-5) at a 
meeting with Mr. K, that the Rotelicks suggested that they do the transaction and 
that they had to determine from the clients who would be doing the transaction. 
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– stated that leading up to the letter from Rotelick & Associates to the shareholders 
of CSM (tab 40, Exhibit P-1), the Rotelicks believed that Mr. K had been 
providing tax advice to Mr. M and Mr. R. Sometime after the letter a decision was 
made that the Rotelicks would do the execution of the agreed plan. 

 

– explained that he had written his emails to Mr. C dated March 23 and 25, 2009 
(tabs 42 & 43, Exhibit P-1) because Mr. Y did not understand the plan and 
wanted to do a full review, while the Rotelicks wanted him to paper the plan. Mr. 
B of Firm C was then recommended by the Rotelicks. 

 

– confirmed that the Share Purchase Agreement (tab 49, Exhibit P-1) and almost 
40 associated documents (security agreements, assignments of life insurance, 
guarantees, land sales, dividend resolutions, CRA elections, etc.) were prepared 
by Firm C. 

 

– confirmed that there was no indication in the letter from Rotelick & Associates to 
the shareholders of Company A dated February 9, 2009 (tab 40, Exhibit P-1) that 
Mr. M was told there may be tax liability to himself or his corporation. 

 

– confirmed that the Rotelicks had filed all tax returns respecting the 2009 
transaction 

– confirmed that several hours had been spent by the Rotelicks on research of the 
plan 

 

– confirmed that Rotelick & Associates had never provided a letter of opinion on 
the research on the tax implications to any of Mr. C, Mr. M or Mr. R. 

 

– confirmed that the July 29, 2009 invoice of Rotelick & Associates to Company A 
(tab 51, Exhibit P-1) in the sum of $17,600.00 included the ‘design of the 
acquisition plan’ and that it was paid by Company A (then owned by Mr. M and 
Mr. R). 

 

– confirmed that he had no specific tax education/training since 1995 
 

37. In the course of re-examination, Mr. Rotelick explained that the practice of Rotelick & 
Associates in 2008 and 2009 was to discuss any possible risks with clients rather than 
commit them to paper, which would have to be disclosed to CRA on an audit.  

 
38. On addressing questions from the Panel, Mr. Rotelick stated that the plan they went with 

was essentially Mr. K’s plan, that Mr. C made the decision to the restructure, that there 
was no special engagement letter and that the reason they didn’t want a full review by Mr. 
Y is that they wanted to get it done. 

 
Jason Michael Joseph Rotelick, CPA, CA 
 
39. Jason Michael Joseph Rotelick, CPA, CA informed that he had earned his Business 

Administration degree from the University of Regina and had received his Chartered 
Accountant (CA) designation in December, 1999. His work history has been at Rotelick & 
Associates, where he is a partner.  
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40. Mr. Rotelick reviewed that in terms of tax-related matters, he had: 
 

– Completed the Canadian Institute of Chartered Accountants (CICA) in-depth tax 
course in 2000. 
 

– Completed the CICA corporate reorganizations course in 2007. 
 

– Has been a member of the Tax Committee of The Institute of Chartered 
Accountants of Saskatchewan for several years. 

 
41. Mr. Rotelick recounted as follows: 
 

– Over the period 2005 – 2012, Rotelick & Associates were the accountants for 
Company A, all corporate entities and personal tax returns for the individuals and 
their families. 

 

– Mr. C had been talking about selling out his interest from the outset in 2005. 
 

– In 2008, Mr. Rotelick was asked to make a recommendation. Mr. C was the 
primary contact. Mr. Rotelick produced the letter from Rotelick & Associates to 
CSM dated September 9, 2008 (tab 8, Exhibit P-1) in which he firmly 
recommended a simple purchase of the Company A shares owned by Mr. C’s 
holding company by the holding companies of Mr. M and Mr. R. They’d originally 
been told ‘let’s not get fancy’. The last paragraph of the letter was his way of 
summarizing those directions: 

 
“It may also be possible to utilize certain sections of The Income Tax Act 
(specifically a combination of sections 85 and 86) to structure the 
transaction to defer some or all of the tax implications noted above until a 
future date. As previously mentioned these options will require a certain 
amount of research in order to custom suit the particulars of this particular 
circumstance. We have been directed not to pursue these options at this 
point in time due to the increased complexity of these transactions requiring 
increased legal input and potentially unwanted departmental scrutiny and 
the time constraints placed upon us related to finishing year end for 
Company A. We stand ready to discuss these options at a future date if so 
directed.” 

 

– The next day, the clients went to Firm A, where Mr. K diagramed 5 other options. 
Mr. K contacted Mr. Rotelick on September 13, 2008. The one option which was 
prominent was number 5, involving rearranging of Mr. C’s affairs. Mr. Rotelick 
said you’re talking about some sort of roll out and Mr. K said yes. 
 

– Mr. Rotelick prepared a draft letter dated September 17, 2008 to Company A (tab 
35, Exhibit P-1) which included a proposed rollout transaction that would allow 
Mr. C to utilize his capital gains exemption and reduce his taxes on the share 
sale from an estimated $600,000 to an estimated $492,000. Mr. Rotelick 
explained to Mr. C that a $108,000 saving would not be worth it, given the legal 
and other costs. Mr. C wanted Mr. Rotelick to proceed. Mr. Rotelick said it was 
his money.  
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– Mr. Rotelick prepared the draft letter to Company A dated September 17, 2008 
(tab 9, Exhibit P-1) for the purposes of meeting with C following his discussions 
with Mr. K. 

 

– Mr. K met with the Rotelicks at the offices of Rotelick & Associates on September 
19, 2008. He had been sent by Mr. R, Mr. M and Mr. C to discuss the 5 options 
he had sketched out (Exhibit P-2).  

 

– Mr. Rotelick helped to author two Memoranda of Agreement dated October, 2008 
(Exhibits P-4 and P-5) with Mr. C and Mr. M. Exhibit P-5 has Mr. K’s handwritten 
comments on it. 

 

– Mr. Rotelick wrote the letter dated February 9, 2009 to the Shareholders of 
Company A (tab 40, Exhibit P-1), identifying the 4 decisions that had to be made 
by Mr. M and Mr. R. It was inevitable that Canada Revenue Agency would be 
looking at this transaction. The Rotelicks had the broad bones of a 55 – 85 
butterfly, but didn’t know if they’d be using one company or two. The Rotelicks 
thought that Mr. M and Mr. R were consulting with Mr. K. They had a great 
concept and needed to know who would be executing it. The Rotelicks had no 
problem executing or, if Firm A was doing it, had no problem reviewing Firm A’s 
work. 

 

– Company A said ‘O.K., Rotelick, you’ll be the guys executing the transaction, 
communicating with the lawyers, etc.’ 

 

– Mr. Y unfortunately never could understand the transaction’ and was replaced by 
Mr. B, who had all of the documents and templates necessary. There was a 
signing at Mr. B’s boardroom, where Mr. B went through and explained each 
document. The commercial deal got done and nothing happened for awhile. 

 

– Ultimately in November, 2011, Canada Revenue Agency wanted to audit. The 
Rotelicks assisted in preparing documents which Mr. C took to Canada Revenue 
Agency.  

 

– The Rotelicks worked on a collaborated response with Mr. K and sent to Ms. S at 
Canada Revenue Agency (tab 14, Exhibit P-1). The Rotelicks and Mr. K then 
attended at a meeting with Ms. S and her supervisor, which they believed had 
gone well.  

 

– Canada Revenue Agency did not change its position, as per its January 23, 2012 
letter (tab 20, Exhibit P-1) and actual assessments issued (tabs 21 – 23, Exhibit 
P-1). 

 

– The client instructions were to work with Mr. K, select a lawyer and proceed with 
an Objection. Mr. L was retained.  

 

– The relationship with the client was terminated in November, 2012 when the 
Rotelicks were sued by the clients.  
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– Mr. Rotelick recalled the testimony of Expert Witness to the effect that the 
contemplated sale transaction was part of a series. He then read excerpts to the 
Panel from the arguments put forward by Mr. L to the contrary in the Objection.  

 

– Mr. Rotelick referred to a mathematical error in the May 31, 2013 Canada 
Revenue Agency Memo (Exhibit D-2) and stated that if corrected, that should 
resolve the matter. 

 

– Mr. Rotelick was asked whether there had been any discussions going into the 
transaction about risk. He responded ‘Often, all the time, on many occasions 
here. He stated that they would have discussed risk in great detail and referred 
once again to his February 9, 2009 letter to the Shareholders of Company A (tab 
40, Exhibit P-1) which warned that this would need to be defended: 

 
“Brian and Don must decide who their accounting/tax advisors will be going 
forward. It is critical that whoever is doing the work is in a position to defend 
the transaction in the future accordingly until this decision is made no 
further action is possible”. 

 
42. In the course of cross examination, Mr. Rotelick: 
 

– confirmed that throughout this transaction, he and David Rotelick worked 
together and each billed the clients for their conversations. 

 

– confirmed that the letter dated September 9, 2008 from Rotelick & Associates to 
Company A (tab 8, Exhibit P-1) was prepared prior to any discussions with Mr. K. 

 

– maintained the draft letter dated September 17, 2008 from Rotelick & Associates 
(tab 9, Exhibit P-1) must have been prepared following a phone call with Mr. K. 
Mr. K did not author or authorize that letter and Mr. Rotelick handed it to the 
clients and assumed they provided it to Mr. K subsequently 

 

– confirmed that this was a more risky plan than his original recommendation (no 
reorganization) and that the draft letter didn’t specifically address risk 

 

– stated that the September 19, 2008 meeting between the Rotelicks and Mr. K 
had lasted approximately 2 hours. 
 

– confirmed that the Memoranda of Understanding dated October, 2008 (Exhibits 
P-4 and P-5) were prepared by the Rotelicks arising from conversations with Mr. 
C and Mr. M and were a reflection of the business deal. 

 

– recalled the January 19, 2009 meeting between the Rotelicks and Mr. K at which 
they discussed the Memoranda of Understanding (Exhibit P-5) and Mr. K’s 
notations in relation to the same. There was no written plan that they presented 
to Mr. K. 
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– recalled telling the clients that the risk of the tax department looking at this is 
extremely high although he did not give any dollar based estimate. There were 
no notes in the Rotelicks’ files of telephone conversations and/or meetings. The 
Rotelicks never provided any opinion regarding tax liability risk to Mr. C, Mr. M or 
Mr. R. 

 

– confirmed that after writing the February 9, 2009 letter to the shareholders of 
Company A (tab 40, Exhibit P-1) the Rotelicks had no further conversations with 
Mr. K regarding the reorganization. 

 

– agreed that he was not in a position to testify as to what Mr. L may have thought 
concerning the Notice of Objection (tab 24, Exhibit P-1). 

 
43. The Panel sought clarification as to the discussions of Mr. K’s marginal notation of ‘how 

and why’ concerning the transfer of Company A shares into a new holding company wholly 
owned by Mr. C on the Memoranda of Agreement (Exhibit P-5). Mr. Rotelick responded 
that in their January 19, 2009 meeting with Mr. K, they had laid out and diagrammed the 
classic butterfly and believed at that time that Mr. K was O.K. with it and that the only 
question after that meeting was once further information was gathered, who would execute 
the plan. 

 
44. The Panel sought clarification regarding paragraph 1) contained in the February 9, 2009 

letter from Rotelick & Associates to the shareholders of Company A (tab 40, Exhibit P-1). 
Mr. Rotelick explained that he believed there was a high risk of reassessment by Canada 
Revenue Agency and that you never know what they might challenge. He said that 
paragraph 1) communicated this to the clients. 

 
45. The Panel sought clarification as to what documents may show research and due 

diligence performed by the Rotelicks. Mr. Rotelick responded that they had talked to John 
L and did not point to any specific documents. 

 
Summary of the Rebuttal Evidence 
 
46. Pursuant to agreement of counsel, the prosecution subsequently tendered a 2 page 

document authored by Expert Witness, entitled ‘Analysis of May 31, 2013 CRA 
Memorandum’ which was accepted as rebuttal evidence to Exhibit D-2, without oral 
testimony or cross examination. The document was accepted as Exhibit P-14. 

 
47. In the document, Expert Witness observed that the Canada Revenue Agency 

memorandum dated May 31, 2013 did in fact contain a mathematical error in that the 
value of 34 shares of Mr. C’s holding company (“Company B”) ought to have been 
calculated at $1,299,743 rather than zero. He worked through the correct value in the 
document and concluded in his analysis that the mistake did not change his previous 
conclusions as to application of subsection 55(2): 

 
“Paragraphs 7 and 8 of my report [tab 4, Exhibit P-1] indicates 55(2) applies 
when one of the results of an 84(3) dividend is to ‘significantly reduce the capital 
gain that, but for the dividend, would have been realized on a disposition at fair 
market value of any share immediately before the dividend.’ 
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As can be seen above, the value of Company B has been significantly reduced. 
This is the reason the CRA applied subsection 55(2) to the second deemed 
dividends in the series of transactions and the reason Company C [Mr. M’s 
holding company] and Company D [Mr. R’s holding company] attracted tax 
liabilities.” 
 

Analysis of the Charges 
 
48. Each of the charges in this matter allege professional misconduct based upon alleged 

breaches of specified bylaws of the Institute.  
 
49. Section 26 of The Accounting Profession Act provides as follows:  
 

“Professional misconduct is a question of fact but any matter, conduct or thing, 
whether or not disgraceful or dishonourable, is professional misconduct within 
the meaning of this Act if: 
 
a) it is harmful to the best interests of the public or the registrants; 
b) it tends to harm the standing of the profession; 
c) it is a breach of this Act or the bylaws; or  
d) it is a failure to comply with an order of the professional conduct 

committee, the discipline committee or the board.” 
 

50. The Panel accepts that professional misconduct is a significant departure such as to 
warrant disciplinary sanction: 

 
Barrington v. The Institute of Chartered Accountants of Ontario, 2011 ONCA 409 
(Ont CA) 

 
51. The Panel also takes specific guidance from the Saskatchewan Court of Queen’s Bench 

decision in Huerto v. College of Physicians and Surgeons, 1994 CanLII 4900, wherein the 
Court accepted that a discipline panel could and ought establish reasonable parameters 
within which to exercise its discretion on the question of professional misconduct and 
accepted the articulation of the discipline panel below that: 

 
1) the actions of the physician [accountant] must depart from the standard of 

care expected of him in the profession;  
2)  a departure will exist if no reasonable doctor [accountant] would have 

performed the acts; and         
  3)  the departure must be blatant to constitute professional misconduct. 

 
In the subsequent decision of Huerto v. College of Physicians and Surgeons, 2004 
CanLII 360, The Saskatchewan Court of Queen’s Bench continued the discussion and 
resisted any notion of creating a hierarchical formation, going from least to most serious, 
of error of judgment, negligence and professional misconduct.  
 

The Panel shall apply these principles in the case at hand. 
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52. The first three counts allege breaches of Institute Bylaws 201.2, 202.1 and 203.1, which 
provide as follows: 

 
201.1 A member, student or firm shall act at all times in a manner which will 
maintain the good reputation of the profession and its ability to serve the public 
interest. 

 
202.1 A member, student or firm shall perform professional services with integrity 
and due care. 

 
203.1 A member shall sustain professional competence by keeping informed of, 
and complying with, developments in professional standards in all functions in 
which the member practices or is relied upon because of the member’s calling. 

 
53. The fourth count alleges breach of Institute Bylaw 200.2 and Rule 201.1, which provide as 

follows: 
 

200.2  A registrant or suspended registrant shall, at all times, exercise 
appropriate moral behavior and shall comply with the laws of Canada and the 
province in which they reside or in which they provide professional services. 

 
201.1  A member, student or firm shall act at all times in a manner which will 
maintain the good reputation of the profession and its ability to serve the public 
interest. 

 
Formal Complaint A.1 (The Share Transaction) 
 
54. The allegation is that the member failed to properly advise and structure a sale transaction 

such that section 55 of The Income Tax Act, R.S.C. 1985, c.1 (5th Supp.) would not apply 
in that he did not: 

  
a) demonstrate a proper understanding of the applicable tax provisions, 
b) correctly advise the clients of the tax consequences, and/or 
c) exercise due care in providing advice to the clients and instructions to the clients’ 

legal advisors for implementation. 
 

55. In the course of its written argument, counsel for the Professional Conduct Committee 
asserted that on the evidence, the Rotelicks were in control of the transaction involving the 
Company A shareholders and that Mr. K was not involved in the tax planning of the 
corporate reorganization. 
 

56. The prosecution relied upon the opinions expressed by the expert witness, Expert Witness 
that the Rotelicks did not demonstrate a proper understanding of the corporate 
reorganization, did not take due care in implementing the tax plan and did not understand 
section 55 of The Income Tax Act.  

 
57. The prosecution argued that the only knowledge the Rotelicks had provided the Company 

A shareholders about their tax liabilities was in their correspondence of September 17, 
2008 (tab 35, Exhibit P-1). The Rotelicks were unable to identify any due diligence to 
ensure the corporate reorganization was properly considered, planned, researched and 
implemented. There was no written report or opinion letter to the Company A shareholders 
discussing the results of their tax research. 
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58. The prosecution maintained that although Jason Rotelick had testified that he had told 
Messrs. C and M at a meeting on February 9, 2009 of the ‘extremely high risk’ of the 
transaction, the Panel ought prefer the evidence of Mr. M that no risks had been identified 
to him.  

 
59. The prosecution further pointed to Jason Rotelick’s acknowledgement that he did not 

identify a range of potential tax liability that Mr. M might face and that the Rotelicks did not 
provide written communication to the Company A shareholders providing an estimate of 
tax liability.  
 

60. In the written argument for the Defence, counsel maintained that the Rotelicks consulted 
with Mr. K and undertook their own due diligence regarding the structure and defendability 
of the reorganization and subsequent sale of Mr. C’s Company A shares. As a result of 
their due diligence investigations and their previous successful experience with a similar 
butterfly reorganization for a different client, the Rotelicks were satisfied that the 
reorganization was a viable and defendable option for reducing Mr. C’s overall tax payable 
on the sale of his shares to Messrs. M and R.  

 
61. Counsel argued that the Rotelicks had conducted extensive due diligence in order to 

satisfy themselves that s. 55(2) of The Income Tax Act  would not apply, including: 
considerable research; following a step-by-step butterfly reorganization as taught in the 
CPA corporate reorganization course; faxing Mr. L of Canada Revenue Agency with an 
overview of a butterfly reorganization; and having successfully planned and implemented a 
similar butterfly reorganization and sale transaction for a different company. In addition, 
the Rotelicks had consulted with Mr. K of Firm A, a highly experienced and respected tax 
accountant. 

 
62. Defence counsel argued that the December 13, 2019 report of Expert Witness (tab 4, 

Exhibit P-1) was based on limited or incomplete information, including his not having been 
aware of: the considerable involvement of Firm A with the plan; the Rotelicks having 
presented a similar plan to Mr. L; or the subsequent agreement of Mr. L that the plan 
should not invoke the operation of section 55(2).  

 
63. In addition, counsel noted the confidence of Messrs. M and T with the argument presented 

to Canada Revenue Agency that section 55(2) ought not apply because there was no tax 
avoidance under the reorganization and sale transaction. Moreover, Jason Rotelick’s 
recollection was that Mr. K agreed with Mr. L’s assessment that they had a good argument 
regarding the Notice of Objection. 

 
64. The Defence maintained that the Rotelicks had properly advised the clients of the potential 

tax consequences of the reorganization and sale transaction, pointing to: 
 

– the indication in the Rotelicks’ letter to Company A shareholders dated 
September 17, 2008 (tab 35, Exhibit P-1): 

 
“While it is possible to defer tax from the current sale date to the future by 
utilizing sections 85 and 86 of the income tax act. We caution that these 
transactions can be complicated, expensive and in the end merely delay 
the eventual payment of the tax to a future date.” 
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– the indication in the Rotelicks’ letter to Company A shareholders dated February 
9, 2009 (tab 40, Exhibit P-1): 

 
“Mr. M and Mr. R must decide who their accounting/tax advisors will be 
going forward. It is critical that whoever is doing the work is in a position to 
defend the transaction in the future accordingly until this decision is made 
no further action is possible.” 

 

– the evidence of the Rotelicks that they also had discussions of risk with the 
clients throughout the special engagement. 

 
65. In the course of final reply, counsel for the Professional Conduct Committee argued: 

 

– that Expert Witness had not been challenged on his reports or oral testimony 
 

– that there was no testimony or documentary evidence concerning the step-by-
step butterfly reorganization as taught in the CPA corporate reorganization 
course 

 

– that as acknowledged by David Rotelick, the transaction reviewed by Mr. L was 
not the specific transaction involving the Company A shareholders. 

 

– that the letter to Canada Revenue Agency dated December 22, 2011 (tab 14, 
Exhibit P-1) was developed in response to the tax transaction as planned and 
implemented by the Rotelicks. 

 

– that other professionals’ post-assessment conduct in seeking to convince 
Canada Revenue Agency that its position was wrongfully taken is not indicative 
of due diligence. 

 
Proper Understanding of Tax Provisions 

 
66. The Panel accepts the expert evidence of Expert Witness that the Rotelicks had failed to 

recognize the applicability of the result test which brought about the automatic application 
of subsection 55(2) to the share redemptions and moreover, had failed to consider that the 
ultimate sale of shares was part of a series of transactions which would render the section 
55(3) exception inapplicable and leave section 55(2) operable. In so doing, the Rotelicks 
failed to demonstrate a proper understanding of the applicable tax provisions, as alleged in 
the formal complaint. 

 
Due Care 
 
67. The Panel is of the considered view that the Rotelicks failed to exercise due care in 

providing advice to the clients.  
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68. The Rotelicks’ consultations with Mr. K did not, in the Panel’s respectful view, demonstrate 
due care on their part. The September 19, 2008 consultation by the Rotelicks with Mr. K at 
the request of the Company A shareholders involved a discussion of five preliminary hand-
sketched opportunities (Exhibit P-2), each of which would require additional, extensive 
research and analysis. Similarly, the January 15, 2009 consultation between the Rotelicks 
and Mr. K involved a  discussion of the Rotelicks’ draft memoranda of understanding 
(Exhibit P-5) which would require additional, extensive research and analysis once the 
parties had reached agreement on the terms of the sale.  

 
69. Neither do the Rotelicks’ consultations with Mr. L of Canada Revenue Agency support a 

finding of due diligence on their part. The October 6, 2008 fax to Mr. L (tab 37, Exhibit P-1) 
was not in relation to the specific circumstances of the proposed Company A transaction 
and did not alleviate the need for independent, thorough analysis once the terms of sale 
had been developed. 

 
70. It was clear on the evidence that following the issuance of the Rotelicks’ letter to Company 

A shareholders dated February 9, 2009 (tab 40, Exhibit P-1) the Rotelicks were engaged 
with full and exclusive responsibility to design and implement the reorganization and sale 
transaction. 

 
71. The reference by the Rotelicks to having undertaken a step-by-step butterfly transaction 

referenced in a CPA corporate reorganization course lacked specifics and reliability. 
 
72. The arguments presented by other accountants and tax lawyers in answer to the Canada 

Revenue Agency audit, in response to the ensuing Notice of Objection and in furtherance 
of the Appeal of Reassessment are not, in the Panel’s respectful view particularly 
germaine  to the matters at issue. These arguments, developed and presented in defence 
of the completed transaction do not support a finding of due diligence at the design and 
implementation stages of the reorganization and sale. 

 
73. The Rotelicks were unable to demonstrate any research work product, engagement letter 

or opinion letter outlining a critical analysis of the specific, proposed reorganization and 
sale transaction.  

 
Advice to Clients 
 
74. The Panel is also of the view that the Rotelicks failed to correctly advise the clients of the 

tax consequences of the proposed reorganization and sale transaction. 
 
75. The caution contained in the Rotelicks’ letter to Company A shareholders dated 

September 17, 2008 (tab 35, Exhibit P-1) that ‘these transactions can be complicated, 
expensive and in the end merely delay the eventual payment of the tax at a future date’ 
and the statement in the Rotelicks’ letter to Company A shareholders dated February 9, 
2009 (tab 40, Exhibit P-1) that ‘it is critical that whoever is doing the work is in a position to 
defend the transaction in the future’ fall far short of identifying the specific tax risks 
associated to the Company A shareholders, particularly Messrs. M and R.  
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76. The Panel accepts Mr. M’s recollection that Jason Rotelick did not advise Messrs. M and 
R at the February 9, 2009 meeting of the ‘extremely high risk’ of the transaction. Moreover, 
even had such a statement been made, such a verbal caution would in the Panel’s view 
lack sufficient specificity of the nature and extent of risk. This is particularly so in advising 
a share purchaser who had gone into the transaction on the understanding that, as 
purchaser, they would attract no tax liability. 

 
Breach of Bylaws 
 
77. Having found that the Rotelicks failed to demonstrate a proper understanding of the 

applicable tax provisions, failed to exercise due care in providing advice to the clients and 
failed to correctly advise the clients of the tax consequences, the Panel now turns its 
attention to whether a bylaw breach has occurred.  

 
78. It is in the Panel’s view that the failings outlined above lay at the heart of an accountant’s 

fundamental duties to perform services with integrity and due care. In addition, the proper 
performing of these duties is integral to the maintaining of the good reputation of the 
profession and its ability to serve the public interest.  In this case, the Panel has no 
hesitation in concluding that bylaws 202.1 and 201.1 have been breached.  

 
Professional Misconduct 
 
79. The Panel has no hesitation in finding that the bylaw breaches constitute professional 

misconduct. The failures on the part of the Rotelicks to understand the applicable tax 
provisions, undertake due diligence in the design of the plan and to advise of the risks left 
their clients in the position of not being able to make an informed decision on the proposed 
reorganization and sale transaction. Moreover, the Rotelicks approached the transaction 
which they considered of extreme high risk with no apparent research work product with 
which to justify or defend the same. The Panel is satisfied that these actions were 
significant departures from the standard of care expected in the profession, that no 
reasonable accountant would have proceeded in such a manner and that the departures 
from the standard were blatant. 

 
Formal Complaint A.2 (The Safe Income Calculation) 
 
80. The allegation is that the member failed to file the related tax returns of the clients 

regarding the application of subsection 55(2) of The Income Tax Act, R.S.C. 1985, c.1 (5th 
Supp.) to the share transaction. 

 
81. Counsel for the Professional Conduct Committee argued that a safe income calculation 

ought have been performed by the Rotelicks and submitted to Canada Revenue Agency at 
the outset of the transaction, as stated by Expert Witness. In addition, the prosecution 
contended that once a safe income calculation was requested by Canada Revenue 
Agency, the Rotelicks remained responsible to prepare the same. 

 
82. Counsel for the Defence argued that a calculation of safe income ought not have been 

submitted initially given the position that the transaction did not attract subsection 55(2) 
and that at the time the request for safe income calculation was made, the Rotelicks were 
no longer serving as the Company A accountants. Moreover, the clients’ current 
accounting firm was equipped to make and submit the calculation. 
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83. The Panel concurs with the view that it was not unreasonable that the Rotelicks did not 
submit a safe income calculation with the related tax returns given the position taken on 
subsection 55(2) and that it was not unreasonable to decline to perform a safe income 
calculation at the time the calculation was requested by Canada Revenue Agency. 

 
Formal Complaint A.3 (The Reassessment) 
 
84. The allegation is that the member failed to correctly advise the clients in matters related to 

the Notice of Reassessment issued by Canada Revenue Agency and failed to 
demonstrate a proper understanding of the applicable tax provisions. 

 
85. This allegation appears not to have been specifically addressed in argument by counsel 

for the Professional Conduct Committee. The Panel notes that in response to the Canada 
Revenue Agency audit and reassessment process, the Rotelicks had assisted in the 
retaining by the clients of other professionals in the defence of the transaction. There was, 
to the Panel’s knowledge, no evidence concerning the provision of inappropriate advice to 
the clients during this process. 

 
Formal Complaint B (The Tax Court Decision) 
 
86. The allegation is that the member failed to provide proper tax advice resulting in the 

publication of the Tax Court of Canada Judgment on January 26, 2017. 
 
87. In examining this allegation, the Panel is left to consider The Tax Court of Canada 

decision (tab 56 Exhibit P-1) as well as an April 17, 2017 commentary written in Moody’s 
Gartner Tax Law discussing the same (Exhibit P-11). 

 
88. The Panel notes that in the course of its decision, The Tax Court of Canada indicated: 
 

“Applying these comments to the instant case, the appellants and the relevant 
parties had the opportunity to structure the transactions otherwise. Unfortunately, 
the arrangement undertaken by these parties attracted additional tax. The unfair 
consequence that is double taxation does not persuade me, however that it 
would be incorrect to apply section 55(2) to both appellants.” 
 

89. The commentary indicated: 
 

“The taxpayer walked into subsection 55(2) because it attempted to restructure a 
share sale using certain “canned” mechanics without fully appreciating nuances. 
The business owner might have achieved the objective of claiming capital gain 
deductions without causing subsection 55(2) to apply if the sale was properly 
structured.” 
 

90. While it may perhaps be argued that the initial tax advice offered by the Rotelicks 
ultimately led to the Tax Court hearing and published decision, the Panel is not persuaded 
that the publication of the Court decision or of the commentary would support a breach of 
bylaw 200.2 or rule 201.1. 
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Summary 
 
91. In relation to formal complaint A.1, the Panel finds that the members failed to demonstrate 

a proper understanding of the applicable tax provisions, failed to exercise due care in 
providing advice to the clients and failed to correctly advise the clients of the tax 
consequences of the corporate reorganization and sale transaction and in so doing, were 
in breach of bylaws 202.1 and 201.1 The Panel finds the members are thereby guilty of 
professional misconduct pursuant to section 26 of The Accounting Profession Act. 

 
92. Formal complaints A.2, A.3 and B are dismissed for the reasons stated above. 
 
 
Arrangements shall be made to reconvene the Panel to hear submissions from the parties as to 
sanction. 
 
 
Dated this 23rd day of July, 2020 
 
 
 
____________________________ 
John Amundson, FCPA, FCA, Chairperson 
 
 
 
____________________________ 
Asma Gehlen, CPA, CGA 
 
 
 
____________________________ 
Dan Li, CPA, CA 
 
 
 
____________________________ 
Barry Remai, FCPA, FCA 
 
 
 
____________________________ 
James Salamon, FCPA, FCA 
 
 
 
____________________________ 
Al Scholz, PAg, CMC, Public Representative 
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IN THE MATTER OF THE ACCOUNTING PROFESSION ACT, 
SS 2014, c. A-3.1 OF THE PROVINCE OF SASKATCHEWAN 

 
 

AND IN THE MATTER OF A HEARING BY THE DISCIPLINE  
COMMITTEE OF THE INSTITUTE OF CHARTERED PROFESSIONAL 

ACCOUNTANTS OF SASKATCHEWAN CONCERNING  
 COMPLAINTS AGAINST DAVID PEARCE ROTELICK, CPA, CA 

AND JASON MICHAEL JOSEPH ROTELICK, CPA, CA 
 
 

 BETWEEN: 
 

THE PROFESSIONAL CONDUCT COMMITTEE, 
established pursuant to The Accounting Profession Act 

 
- and - 

 
DAVID PEARCE ROTELICK, CPA, CA AND 

JASON MICHAEL JOSEPH ROTELICK, CPA, CA 
 

____________________________________________________________________________
__ 
 

DETERMINATION AS TO PENALTY AND COSTS 
____________________________________________________________________________

__ 
 
 
HEARD BY:  JOHN AMUNDSON, FCPA, FCA - Chairperson 
   ASMA GEHLEN, CPA, CGA 
   DAN LI, CPA, CA 
   BARRY REMAI, FCPA, FCA 
   JAMES SALAMON, FCPA, FCA 
   AL SCHOLZ, PAg, CMC (Public Representative) 
    
 
 
COUNSEL FOR THE PROFESSIONAL   KAREN PRISCIAK, Q.C. 
CONDUCT COMMITTEE      
 
COUNSEL FOR DAVID PEARCE ROTELICK  DEFENCE COUNSEL 
AND JASON MICHAEL JOSEPH ROTELICK 
 
COUNSEL FOR THE DISCIPLINE    RICHARD T. MOLARO 
COMMITTEE 
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1. The hearing of this matter was held on March 2 – 6, 2020. Rebuttal evidence from the 
prosecution was subsequently accepted on May 1, 2020. A written Decision of the 
discipline hearing panel of the Discipline Committee of The Institute of Chartered 
Professional Accountants of Saskatchewan (hereinafter referred to as the “Panel”) was 
rendered July 23, 2020 wherein each of David Pearce Rotelick, CPA, CA and Michael 
Joseph Rotelick, CPA, CA were found in breach of Bylaws 202.1 and 201.1 of the Institute 
and thereby guilty of professional misconduct pursuant to section 26 of The Accounting 
Profession Act. 

 
2. The Panel subsequently heard submissions as to penalty and costs on October 13, 2020. 
 
Penalty 
 
3. It was submitted by Karen Prisciak, Q.C. on behalf of the Professional Conduct Committee 

that a suitable disposition would include: 
   

1. A fine in the range of $5,000 - $10,000 each; 

2. Written reprimands; 

3. Completion of 20 hours of verifiable continuing development within nine (9) 
months of the Order in the area of corporate taxation, specifically containing 
section 55 components; 

4. A prohibition form practice in the area of taxation of corporate reorganizations 
until the 20 hours of verifiable continuing professional development is 
completed; 

5. Completion of the CPA Canada Tax Practice Risk Management 
Questionnaire and submission of a plan to address the deficiencies noted by 
the members in their current firm policies, practice and procedures within six 
(6) months of the Order; and 

6. Publication of the Decision on the Institute’s website and newsletters. 

 
4. It was submitted by Defence Counsel on behalf of the Rotelicks that a suitable disposition 

would include: 
   

1. A fine in the range of $5,000 - $7,500, collectively; and 

2. Written reprimands. 
 
5. The Panel has given consideration to the decisions cited by counsel discussing the 

principles applicable to imposing disciplinary sanction, including: 
 

Law Society of Alberta v. Riccioni, 2013 ABLS 1. 
Camgoz v. College of Physicians and Surgeons (Sask), 114 Sask R. 161 
 

as well as the useful summary discussed in The Regulation of Professions in Canada by 
James T. Casey, enumerating: 

 
 1. Specific deterrence of the member to curtail any future breaches; 

 2. General deterrence of other members of the profession; 

 3. Rehabilitation; 
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 4. Punishment; 

 5. Isolation; 

 6.  Denunciation;  

 7.  The need to maintain the public’s confidence in the profession’s ability to self-
regulate; 

 8.  Aggravating factors; and 

 9. Mitigating factors. 
 
6. It is the considered view of the Panel that the imposition of fines is warranted in the 

interests of specific deterrence of the members and general deterrence of members from 
the conduct for which they have been convicted.  

 
7. It is the further view of the Panel that a written reprimand is generally appropriate in 

instances in which there has been a finding of professional misconduct and is warranted 
as a means of specific admonition and deterrence of the members. 

 
8. The Panel has also concluded that publication is warranted to address specific and 

general deterrence and the need to maintain the public’s confidence in the profession’s 
ability to self-regulate. 

 
9. The Panel has determined that the circumstances of this case call for the imposition of 

significant fines.  
 
10. In terms of aggravating factors, the Panel views the actions of the members as constituting 

serious breaches of duty, occasioned by two senior members that held themselves out as 
experts in the field, which resulted in significant and lasting consequences to the clients. 

 
11. In terms of mitigating factors, the Panel is mindful that the members have no previous 

disciplinary history. It is also mindful that the members co-operated in the investigation 
process. Finally, the Panel acknowledges that the members had assisted the clients in the 
CRA appeal processes which followed the impugned transaction, without charge.  

 
12. The panel does not accept the submissions of members’ counsel that pre-transaction 

consultations with Mr. K or Mr. L or post-transaction positions developed for presentation 
to CRA would constitute mitigating factors as in the final analysis, the members had failed 
to perform the required due diligence and assessment and communication of risk in 
respect of the corporate reorganization and sale. 

 
13. It is the Panel’s considered view that fines of $10,000 for each of the members is 

appropriate in the interests of specific deterrence and admonition of the members, general 
deterrence, denunciation and in the need to maintain the public’s confidence in the 
profession’s ability to maintain and protect its reputation.  

 
14. The Panel agrees with counsel for the Professional Conduct Committee that continuing 

professional development in the area of corporate taxation, specifically containing section 
55 components is warranted in the interests of rehabilitation of the members. The first 
caveat it would add to counsel’s suggested Order is that the course or courses selected 
shall be pre-approved by the Registrar. The second is that such professional development 
may include personal and/or virtual participation. 
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15. The Panel is also of the view that practice restrictions be imposed pending the successful 
completion of the continuing professional development, although it is not persuaded that a 
full prohibition from practice in the area of corporate reorganizations is warranted. In this 
regard, it is of the view that the interests of the members’ clients and the public shall be 
served by allowing this area of practice to continue during this period under the 
supervision of a CPA tax practitioner external to Rotelick & Associates.  

 
16. Similarly, in the interests of rehabilitation, the Panel further concurs with the proposal that 

the members complete the CPA Canada Tax Practice Risk Management Questionnaire 
whether in draft or final form on the terms indicated by counsel.  

 
Costs 
 
17. A summary of actual and estimated costs was presented and filed as an Exhibit during the 

submissions as to penalty and costs. These included: 
 
  Investigation Costs:         $26,030 

  Pre-hearing matters:              $958 

  Facilities:                 $6,914 

  Panel Costs and expenses:          $4,016 

  Counsel for Professional Conduct Committee:     $67,136 

  Counsel for Discipline Panel:          $36,012  

  Witness Fees:          $11,149 

  Court Reporter Fees:           $6,061 

       TOTAL:   $158,276 
 
18. Counsel for the Professional Conduct Committee asserted that a costs Order in the range 

of 25% - 30% of the total costs indicated ought be visited upon each of the members, on 
the basis that this had been a five day hearing. 

 
19. Counsel for the members maintain that no costs Order ought be made based upon the 

cooperation of the members in the proceedings and the fact that 3 of the 4 charges were 
dismissed by the Panel.  

 
20. In addition, counsel for the members argued that a significant costs Order would result in 

financial hardship to the members. No financial information was tendered to support this 
assertion. 

 
21. Counsel for the Professional Conduct Committee asserted that the members were 

convicted on the most serious of the 4 charges for which the bulk of the prosecution 
evidence was presented. Should the costs present a hardship, reasonable time to pay 
could be incorporated in the terms of the Order. 

 
22. There was additional argument concerning the introduction of new documents by the 

defence at the hearing. In the Panel’s view this did not significantly extend the proceedings 
and shall not impact upon its decision on sanction. 
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23. The Panel takes guidance from the Saskatchewan Court of Appeal’s discussion of 
principles concerning costs in professional disciplinary proceedings in Abrametz v. The 
Law Society of Saskatchewan, 2018 SKCA 37 and the factors enumerated by the Nova 
Scotia Court of Appeal in Hills v. Nova Scotia (Provincial Dental Board) 2009 NSCA 13 it 
had cited with approval therein, including: 

 
a) The balance between the effect of a cost award on the member and the need 

for the professional regulatory body to be able to effectively administer the 
disciplinary process; 

b) The respective degrees of success of the parties; 

c) Costs awards ought not be punitive; 

d) The other sanctions imposed and the expenses associated therewith; 

e) The relative time and expense of the investigation and hearing associated 
with each of the charges and in particular those on which guilt were entered 
and those where the Appellant was found not guilty. 

 
24. The discipline hearing extended over a five day period during which extensive technical 

evidence was presented. While the prosecution yielded mixed results, a conviction 
resulted in relation to the most serious and time-consuming charge. 

 
25. The Panel is mindful that the members are associated with a relatively small firm and that 

a significant costs Order may cause financial hardship. 
 
26. On balance, it is the considered view of the Panel that award of costs in the amount of 

$20,000 be ordered against each of the members, having regard to the submissions of 
counsel and the factors enumerated above.  

 
Time for Payment 
 
27. In light of the significant sums involved, the Panel is prepared to set a nine (9) month (270 

days) period for payment of the fines and costs. 
 
Order 
 
THE PANEL HEREBY ORDERS AS FOLLOWS:   
 

A. DAVID PEARCE ROTELICK, CPA, CA 
 
i) That Mr. Rotelick shall be fined the sum of $10,000.00; 

ii) That Mr. Rotelick shall receive and acknowledge a written reprimand; 

iii) That Mr. Rotelick shall complete 20 hours of verifiable continuing professional 
development (personal or virtual participation) within nine (9) months of this Order in 
the area of corporate taxation, specifically containing section 55 components, to be 
approved in advance by the Registrar. The provider of the verifiable continuing 
professional development shall be external to Rotelick & Associates. Mr. Rotelick is 
responsible to report and declare the verifiable continuing professional development 
in the provided tool before the deadline. Proof of attendance at the verifiable 
continuing professional development is required; 

APPENDIX B

Page 5 of 7 



6 

 

iv) That pending successful completion of the verifiable continuing professional 
development referred to in paragraph iii), Mr. Rotelick may continue to practice in the 
area of taxation of corporate reorganizations only under the supervision of a CPA tax 
practitioner in good standing, external to Rotelick & Associates, approved by the 
Registrar. Such supervision shall include a detailed review of corporate 
reorganization tax advisory services. Mr. Rotelick shall satisfy all review points from 
the detailed review of the appointed supervisor prior to filing with the client or 
Canada Revenue Agency.   

v) That Mr. Rotelick complete the CPA Canada Tax Practice Risk Management 
Questionnaire and submit a plan to the Registrar to address the deficiencies noted in 
the firm’s current policies, practice and procedures within six (6) months of the Order; 

vi) That notice of the Decision and of this Determination and Order shall be published, 
on a named basis on the Institute website and newsletters; and 

vii) That Mr. Rotelick shall be required to pay costs in the sum of $20,000.00; and 

viii) That Mr. Rotelick shall remit payment of all fines and costs as set out above to the 
Institute within 270 days from the date this Determination and Order becomes final 
under the bylaws. Failure to pay within the 270 day period shall result in the 
immediate suspension of Mr. Rotelick from the Institute of Chartered Professional 
Accountants of Saskatchewan and failure to pay within one year from the end of the 
270 day period shall result in immediate expulsion from the Institute and striking of 
the member’s name from the register. 

 
B. JASON MICHAEL JOSEPH ROTELICK, CPA, CA 

 
i) That Mr. Rotelick shall be fined the sum of $10,000.00; 

ii) That Mr. Rotelick shall receive and acknowledge a written reprimand; 

iii) That Mr. Rotelick shall complete 20 hours of verifiable continuing professional 
development (personal or virtual participation) within nine (9) months of this Order in 
the area of corporate taxation, specifically containing section 55 components, to be 
approved in advance by the Registrar. The provider of the verifiable continuing 
professional development shall be external to Rotelick & Associates. Mr. Rotelick is 
responsible to report and declare the verifiable continuing professional development 
in the provided tool before the deadline. Proof of attendance at the verifiable 
continuing professional development is required; 

iv) That pending successful completion of the verifiable continuing professional 
development referred to in paragraph iii), Mr. Rotelick may continue to practice in the 
area of taxation of corporate reorganizations only under the supervision of a CPA tax 
practitioner in good standing, external to Rotelick & Associates, approved by the 
Registrar. Such supervision shall include a detailed review of corporate 
reorganization tax advisory services. Mr. Rotelick shall satisfy all review points from 
the detailed review of the appointed supervisor prior to filing with the client or 
Canada Revenue Agency.  

v) That Mr. Rotelick complete the CPA Canada Tax Practice Risk Management 
Questionnaire and submit a plan to the Registrar to address the deficiencies noted in 
the firm’s current policies, practice and procedures within six (6) months of the Order; 
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vi) That notice of the Decision and of this Determination and Order shall be published, 
on a named basis on the Institute’s website and newsletters;  

vii) That Mr. Rotelick shall be required to pay costs in the sum of $20,000.00; and 

viii) That Mr. Rotelick shall remit payment of all fines and costs as set out above to the 
Institute within 270 days from the date this Determination and Order becomes final 
under the bylaws. Failure to pay within the 270 day period shall result in the 
immediate suspension of Mr. Rotelick from the Institute of Chartered Professional 
Accountants of Saskatchewan and failure to pay within one year from the end of the 
270 day period shall result in immediate expulsion from the Institute and striking of 
the member’s name from the register. 

 
 
Dated this 28th day of October, 2020. 
 
 
 
____________________________ 
John Amundson, FCPA, FCA 
 
 
 
____________________________ 
Asma Gehlen, CPA, CGA 
 
 
 
____________________________ 
Dan Li, CPA, CA 
 
 
 
____________________________ 
Barry Remai, FCPA, FCA 
 
 
 
____________________________ 
James Salamon, FCPA, FCA 
 
 
 
____________________________ 
Al Scholz, PAg, CMC, Public Representative 
 

APPENDIX B

Page 7 of 7 


