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Case Highlights

Recent case law introduced with this release includes the following:

iv

e Criminal Fraud—Offence of Fraud—Deceit—Loan Investment

Scheme—Alleged Acquisition of Business—Misrepresenting That
Loans Secured—Lenders’ Money Diverted for Other Purposes—
Accused Convicted of Fraud and Money Laundering—Where the
accused created a sophisticated loan investment scheme to acquire an
existing business, and the loan agreements represented that security
would be provided when it was not, and the lender’s money was diverted
for other purposes, the accused was convicted of fraud, and money
laundering. In this case, the Crown alleged the accused “skillfully and
intentionally, executed a sophisticated loan investment fraud scheme
against naive and unsophisticated victims.” He persuaded the victims
(the “lenders”) to loan money to corporations he alone controlled, for the
purchase, start-up and renovation of various Edmonton businesses, but
primarily for the purchase of an established and successful dry cleaning
business. The accused persuaded the lenders to loan their money for the
acquisition and improvement of these businesses by providing false in-
formation, by concealing relevant information, and by promising what
the money would be used for, but then diverting much of it for other
purposes. The lenders were promised 15% interest on their loans until
repayment of their principal amount. A few interest payments were
received by some lenders. Then cheques subsequently bounced. No
lender was repaid. The Crown submitted that the accused also directed
and participated in the misappropriation and laundering of the loaned
funds, causing the loss of hundreds of thousands of dollars by several
trusting victims. The accused submitted that he was merely a consul-
tant for the companies that borrowed the money, at the invitation of his
cousin and his business colleague. The accused was convicted of fraud
and money laundering: R. v. Narayan, 2026 CarswellAlta 1053, 2026
ABKB 312 (Alta. K.B.).

Income Tax Evasion—Income Tax Assessments—False State-
ments by Spouses as Director and Shareholders—Unreported
Shareholder Benefits—Companies Paying Personal Expenses—
Intentional Indifference—Gross Negligence Penalties Imposed—
Where one spouse was the sole shareholder and director of one company,
and both spouse were shareholder s of a related company, and both
spouses received unreported shareholder benefits, and had their
personal expenses paid by the companies, they were assessed gross
negligence penalties pursuant to subsection 163(2) of the ITA for mak-
ing false statements in their tax returns. In this case, the taxpayers MP
and LD were former spouses with LD the sole shareholder and director
of GTA Inc. and both shareholders of PPH Ltd. The Minister reassessed
the taxpayers under the Income Tax Act for shareholder benefits,
unreported income, disallowed expenses and penalties, as well as reas-
sessing the companies under the Excise Tax Act for underreported HST
and penalties. The Minister submitted that LD acknowledged that her
personal expenses were paid through GTA Inc., that she did not make
inquiries as to whether her personal expenses were being accounted for,
and trusted that everything was done correctly in keeping the books
and filing her returns. She did not review her personal returns nor did



she, as director of GTA Inc., review GTA Inc.’s returns. LD stated she
had never seen the shareholder account and could not shed any light on
any of the adjustments that were made in that account. The Minister
submitted that this conduct fell short of what could be expected of a rea-
sonable person as it related to her returns and those of GTA Inc. With
respect to MP, the Minister submitted that he was candid in acknowledg-
ing that the extent of his review was to get to the bottom line because
the company needed money. MP testified he had never seen the
shareholder account, never looked at the general ledger. Ii was noted
that MP was a shareholder of PPH Ltd. but not of GTA Inc. The Minister
submitted that the alleged shortcomings of the accountant could not
shield LD and MP from a finding of neglect or carelessness, relying on
Encore Cellular Inc. v. The King, 2024 TCC 35 (T.C.C. [General Proce-
dure]), in support of this position. The taxpayers appealed their reas-
sessment, and their appeals were dismissed: Poce v. The King, 2026
CarswellNat 680, 2026 TCC 34, [2026] G.S.T.C. 11 (T.C.C. [General
Procedure]).
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