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START OF REASONS FOR JUDGMVENT: 11:55 a. m

H S HONOUR: Listen, | have listened to
you attentively. Unfortunately, the situation seens very
clear to nme, and I am even ready to render ny deci sion.
M. Langlois, your story is sad; it is simlar to the
stories of many taxpayers who have appeared before nme and
who acted in good faith, who weren't, in your case, it is
not everyone's case, but in your case it's clear that you
did not profit at all fromparticipating in the
activities of what we called the operating conpany and of
the limted partnership, but the day that you accepted to
become director for that partnership, there are
responsibilities attached to that position, and directors
are there to manage the conpany. They are a type of
trustee. They have to ensure that the conpany i s managed
soundly, and unless the directors... unless the directors
are stripped of their power, and it's transferred to the
sharehol ders, the directors are the ones who control the
conmpany's operations, and, as such, the tax |egislation
prescribes that the directors, as the people in a
position of control, take the measures necessary for the
noney received froma sale or fromproviding a service,
that the noney, which... paid by custoners is remtted,
as an agent, by the conpany in question, which provided

the service, and that that noney is remtted to its
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actual owner, the tax authorities.

And the goal of the section of the Act
that renders directors liable is to make sure that
directors don't favour one supplier over another. In
ot her words, what happened was that the operating conmpany
in fact borrowed noney fromthe governnent to finance its
operations. And certainly, if a new purchaser had been
found, the noney woul d have been rei nbursed, and no one
woul d have conpl ai ned. Interest and penalties would have
been due because the paynents woul d have been | ate, but
once the governnment has been paid once, it doesn't run
after the directors to get paid. It's when the conpany
goes bankrupt and the governnment can't recover the noney
it's owed, at that nonment, the governnent turns to the
directors. And that's not an admnistrative issue; it's a
| egal issue. The | aw sets out a clear provision - it's in
the Incone Tax Act - regardi ng enpl oyee sal aries, anong
ot her things, and those are suns that do not belong to
t he conpani es that have to collect, those are suns that
are due, that belong fromthe very start to the
government, to tax authorities.

So, | repeat, this is a very sad story
as far as... And you, you are sonewhat the victimin this
situation, but unfortunately, the role of the Court is to

apply the letter of the law, and in ny opinion, all the
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conditions were present to justify the assessnent that
was i ssued concerning the two periods, effectively for
t he reasons stated by counsel for the respondent.

There was a failure. What the Act says
is that you cannot be found liable if you had taken the
nmeasures necessary to prevent the failure. If you had
given instructions to the Executive Director; if you had
given instructions to Ms. Jacob: “I’mgiving you clear
i nstructions: you nust take the noney that you have
coll ected as GST and ensure that that noney is put aside
and that it will be remtted at the right tinme, on Apri
30, 2006, and on... the 31st, that's June, it’'s July
31..."

PHI LI PPE MORI N: Actually, it's
June 30, Your Honour.

H S HONOUR: June 30.

LOUl S- ROCK LANGLO S: No, no, the

tax was due on July 31.

PHI LI PPE MORI N: kay, sorry,
sorry, I'msorry, yes.
H S HONOUR: July 31. If you had

said: “Here, these are your instructions,” but the staff
didn't follow your instructions, in a case |ike that,
it's clear that you would not be held liable. You had put

in place... You would have established a nmechanism you
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woul d have given instructions to ensure that the tax is
pai d. Saying to the sharehol ders: "Listen, the taxes are
due,” then, in one of the e-mails, you say: "My
director's liability is at stake; please send ne the

noney." To ne, that's not enough because you had
accepted, admttedly, in good faith, and you are not
penal i zed in any other way than being held |iable, which
Is already a huge penalty, but you are not penalized for
defraudi ng the governnent. We're not in that kind of
situation: not only did you not profit, but you also did
not do it with the intent to defraud the government.
That's clear. You did it for the good cause of keeping a
busi ness goi ng, of possibly keeping the jobs of those..
Wll, it wasn't proven. | note that the nunber of

enpl oyees was not put in evidence, but that...

LOUI S- ROCK LANGLO S: No.

H S HONOUR: ...But that, just for
future reference, that's the kind of fact that should
have been accepted; counsel should have maybe put in
evi dence that the noney had not been paid, but those are
technicalities. Wiat | nean to say is that it's certain
that, and you acted in good faith and with the best of
i ntentions, but noney was borrowed that bel onged to the
governnent, then you |l et that noney be used for other

needs that were nore urgent, and that's the case in
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alnost all or at |least 90% of the cases | have heard
where that was what happened. The people acted in good
faith, but in a case like this, the consequence is that
the directors are liable.

So, basically, these are the reasons,
in nmy opinion, these are the reasons referred to by... So
there was a failure to establish the nechani sns, and what
I have concl uded concerning the second period is that,
actually, the trustee was not in control of operations,

t hat happened only after the court order for the interim
receiver, it was at that tine that they took effective
control, and taking into account that at July 31, that's
bef ore August 2006, at that time, you were still the
director and had to establish the nechani sns necessary to
prevent the failure to remt the noney when it was due.

So for the two periods, | find that,
unfortunately, the evidence before ne does not allow ne
to grant you the exenption that you could have had if you
had acted with due diligence.

For the record, | will still nention
that you had appeal ed fromthe assessnent issued... From
the Mnister's second assessnent dated. ..

PHI LI PPE MORI N: If I may, Your
Honour, it's tab 2.

H S HONOUR: Tab 2. Yes, that's
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right.

PHI LI PPE MORI N: Yes.

H S HONOUR: So dated Cctober 16,
2008, which reduced the taxes on the ground that the
period after June 30, 2006, was excluded fromt hat
assessnent, because at that tinme, at the tinme of the
paynment for the subsequent period, you would not have
been a director since you had stepped down.

And at the begi nning of the hearing
you admtted all the facts that the Mnister relied on,
except paragraph (c), 21(c), for the period follow ng
March 2006. As for (f) (g) and (h), as far as |I'm
concerned, you were a director for all the periods in
question: you were informed about operations; you were
involved in the process of filing tax returns, and you
knew your | egal duty wth respect to directors'
liability.

So unfortunately, as far as this
appeal goes, | have no doubt in finding that the
conditions of the Act were all present for all the
reasons | al ready st ated.

Therefore, your appeal is
unfortunately, and I am not happy about it in the

ci rcunstances, is dismssed. | hope that your brother

wi Il have the decency to reinburse you for the taxes that
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weren't yours, nore his than yours in any case.
Evidently, it's just wishful thinking on ny part, since |
obvi ously have absol utely no power over this, but....

END OF REASONS FOR JUDGVENT
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Translation certified true
on this 30th day of Septenber 2009

Margarita Gorbounova, Transl ator



