It’s a multi-million dollar fraud,
but it may not be a crime

Canada’s securities regulators argue there are good reasons to avoid criminal
prosecutions. Not everyone agrees
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When Canada's securities regulators get a complaint alleging fraud, they have to decide if the

perpetrator should face the possibility of jail time through a criminal investigation. (The IJF/Canva)


https://theijf.org/staff/bethany-lindsay

Earlier this year, customers who’d lost more than US$18 million to a B.C.

cryptocurrency platform learned its owner had admitted to fraud.

The Vancouver-based Einstein Exchange was advertised as a “safe, secure

and simple” place to trade in digital currencies. Instead, customer funds were
transferred into company bank accounts and third-party bitcoin wallets, or

used to repay other clients.

But when Einstein’s sole director, Michael Ongun Gokturk, officially
acknowledged his platform had committed fraud, it wasn’t in a courtroom, and

there was no risk of a criminal record or jail time.

That’s because the case was handled as an administrative securities matter,

not a criminal one. It was resolved through a settlement agreement with the

B.C. Securities Commission (BCSC) when Gokturk agreed to pay a penalty of

$1 million and to be banned for life from the province’s investment market.


https://www.bcsc.bc.ca/-/media/PWS/New-Resources/Decision-and-Orders/Settlement-Agreement-Orders/2026/2026-BCSECCOM-48.pdf?dt=20260302183454
https://www.facebook.com/Einstein.Exchange
https://www.bcsc.bc.ca/about/media-room/news-releases/2026/12-director-of-companies-behind-crypto-trading-platform-agrees-to-pay-1-million-to-bcsc

e Canadians are being scammed out of their life savings. Police

aren't keeping up

B.C. businessman Jason Mazepa has claimed he and a friend lost a total of
$183,000 on the platform, and he said he found it “mind-blowing” that the case

wasn’t handled through the criminal justice system.

“I think it's completely unjust,” he said in a recent interview. “We're looking at
this from an ethical and principled position just saying, how is this okay? Is

this supposed to make everyone feel better?”

Mazepa’s feelings aren’t unusual among fraud victims who learn their

complaints will be dealt with by provincial regulators instead of a criminal

prosecutor and a judge.


https://theijf.org/article/fraud-canada-police-investigations
https://theijf.org/article/fraud-canada-police-investigations
https://theijf.org/article/ezbtc-cryptocurrency-fraud-decision

But those inside Canada’s securities commissions argue there are very valid
reasons — and some significant advantages — to choosing an alternative to

the criminal system.

“It is something we hear: ‘Why isn’t this criminal?’”” Doug Muir, the director of

the BCSC’s enforcement division, told the IJF.

“When people see a successful administrative prosecution, they assume that
could have been or can be a successful criminal prosecution, and that's not

the case.”

Representatives from three of Canada’s largest regulators — the BCSC and

Alberta and Ontario securities commissions — all agree that there are major

upsides to forgoing the criminal route in favour of administrative proceedings.
That includes a lower standard to prove their case and advantages for

gathering evidence and freezing stolen funds.



“There’s not one that’s better or worse,” Muir said of the two investigation
types. "This one will give you jail time. This one gives you more opportunities

for collections and preservation and getting money back to investors.”

e Fraud ruling against B.C. crypto platform too little, too late for

former customer

In the Einstein case, however, the settlement did not include an order to repay
investors, a detail Mazepa described as “ridiculous.” One expert described

administrative proceedings as the “path of least resistance” for regulators.

Kenneth Jull, an Ontario trial lawyer who teaches a course on financial crime
at the University of Toronto, said there are other important factors he’d like

commissions to weigh before choosing which route to take.


https://theijf.org/article/ezbtc-cryptocurrency-fraud-decision
https://theijf.org/article/ezbtc-cryptocurrency-fraud-decision

He argued criminal proceedings shine a brighter spotlight on the
consequences of fraud, and the possibility of prison time provides prosecutors

with crucial leverage.

“I think sometimes, you have to step up and say, ‘No, we're going to take the
hard course. We're going to take the hard route because that's the right thing

M

to do,” Jull said.

“l just think sometimes the securities commissions are afraid of going out
there and maybe being embarrassed and losing. But you know what? That's

part of life.”

Making the decision



The |JF attempted to compile data from every securities regulator in the
country to show how often they choose to pursue fraud allegations through

the administrative route versus the criminal one.

In the territories and the Atlantic provinces, no records were available about

any fraud cases within the last decade.

When the IJF requested statistics from regulators in the larger provinces,
some, including the Manitoba Securities Commission and Quebec’s Autorité
des marchés financiers, said they don’t track fraud cases in a way that would

make this comparison possible.

But the BCSC, Alberta Securities Commission (ASC) and Ontario Securities
Commission (OSC) all provided numbers detailing how many securities fraud
cases have been handled under each of the two routes. Each commission
uses different metrics to track these cases, so they can’t be compared directly,

but they help illustrate how this key decision is made.



The data suggest that in B.C. and Alberta, at least, securities commissions

tend to favour administrative processes for dealing with fraud allegations.

For criminal matters, each regulator has its own approach, depending on

provincial legislation.

e When does a breach of Canadian charity law cross the line into

crime?

In many jurisdictions, when the commission receives a fraud complaint that
appears to be criminal, the file is simply handed over to law enforcement for
investigation. But the regulators included in our analysis play a much more

active role.


https://theijf.org/article/charities-crime
https://theijf.org/article/charities-crime

Both the BCSC and the OSC have dedicated criminal investigation teams that
have the ability to handle a file from the initial complaint to the decision on
whether to recommend charges. The ASC, on the other hand, works in
partnership with the RCMP through the Joint Serious Offences Team (JSOT)

to investigate criminal fraud cases.

The BCSC'’s criminal investigations branch, for example, has six full-time
investigators, including lawyers, accountants and professional investigators.
They’re designated as special provincial constables, which means they have

many of the same enforcement powers as police officers.

“It's a remarkably successful criminal unit,” Muir said.

The team’s hit rate is definitely noteworthy.



Over the last two decades, the unit has secured criminal charges against 63
people, and the Crown has only declined to approve charges against one
person. That’'s a 98 per cent success rate, compared to about 75 per cent for

charges recommended by police across the province.

Some of these investigations have led to significant prison time. The longest

sentence so far was four and a half years for a repeat fraudster from

Vancouver Island who used investors’ money to pay for upscale hotel stays,

meals at fancy restaurants and shopping.

The team has worked on approximately 132 criminal investigations over the
last decade, compared to 1,132 administrative cases handled by other BCSC
teams. These investigations have led to 15 files with criminal charges of fraud

and 26 administrative allegations of fraud.

In Alberta, where JSOT has existed since 2016, the numbers suggest there is

a similar tendency to favour administrative investigations over criminal ones,


https://www2.gov.bc.ca/assets/gov/law-crime-and-justice/criminal-justice/prosecution-service/media-statements/2025/25-19-bcps-releases-the-2024-2025-annual-report.pdf
https://www.bcsc.bc.ca/about/media-room/news-releases/2020/42-court-imposes-longestever-sentence-resulting-from-bcsc-criminal-investigation

although the ASC’s data differed slightly by focusing on proven fraud

allegations.

The securities commission reports that JSOT has conducted roughly 24
criminal investigations into fraud since its inception and secured criminal
convictions in six cases, while the ASC has proven fraud in 20 of 101

administrative fraud investigations since 2014.

The OSC, meanwhile, provided statistics for the last decade that are not
directly comparable to each other, making it difficult to draw any conclusions

about how often the regulator chooses one type of proceeding or the other.

The Ontario data show there have been 26 administrative cases that ended
with sanctions for fraud — meaning fraud has been proven in each case —
and 49 cases that ended with criminal charges for fraud — in other words, the

allegations were not necessarily proven.



The securities commissions all shared similar rationales for choosing between

criminal and administrative investigations.

Cynthia Campbell, the ASC’s director of enforcement, said criminal
investigations are usually pursued when the suspected fraudster is a repeat
offender, or when the alleged fraud is serious enough to deserve severe

denunciation and punishment.

Administrative proceedings under provincial securities law have different

priorities.

“The securities regime is designed with investor protection and protection of
the markets in mind. From an enforcement lens, we have some tools available
to us that, for example, the criminal authorities don't have,” Campbell told the

IJF.



“We have tools like interim orders and freeze orders, which allow us to act

very quickly ... often long before we've completed an investigation.”

These orders are crucial when a regulator wants to preserve money scammed
from victims, the commissions argue, and they say it can happen much more

quickly in administrative investigations.

“It's not like having to get a court date and waiting to set things down months

down the road. We can do that within a matter of days,” Campbell said.

Securities commissions can also compel an accused person to sit for
interviews and provide evidence, unlike in the criminal system, where the
Charter of Rights and Freedoms protects a suspect from self-incrimination

and they can’t be forced to give a statement or testify.



And if the case makes it to a hearing before a securities commission panel,
commissions only need to prove fraud on a balance of probabilities, rather

than beyond a reasonable doubt.

‘What if you’re actually innocent?’

That last part bothers Jull. He believes the standard of “more likely than not”

significantly raises the risk of someone being wrongfully sanctioned.

“We worry as a society about wrongful convictions — and there's lots of
reasons to worry about that. But with AMPs [administrative monetary

penalties] it seems to me like people say, ‘Well, yeah, but it doesn't really

matter,”” he said.



“What if you're actually innocent? What if you didn't do it? Now, you're not

going to jail ... but your career is ruined. Your income is stopped.”

Jull recently published an article in the journal Advocates Quarterly calling for
the standard of proof in these types of regulatory proceedings to be raised to
“clear and convincing” evidence of wrongdoing — or about 75 per cent

certainty, compared to the current standard of 50.1 per cent.

In the meantime, he argues the threat of time behind bars can be just as
powerful when it comes to preserving stolen funds as the quick, administrative

orders issued by securities regulators.

e Crypto nightmare: B.C. victim lost more than $23 million in series

of scams


https://theijf.org/article/crypto-nightmare-bc-victim-recovery-scam
https://theijf.org/article/crypto-nightmare-bc-victim-recovery-scam

Jull recalled defending a client who had funnelled hundreds of thousands of
dollars in stolen money to offshore accounts and was facing several years in
prison. In return for a reduced sentence, Jull said he negotiated for the client

to retrieve the funds so his victims could be made whole.

“That’s leverage,” he said.

He also worries that administrative proceedings don’t capture the public’s

attention in quite the same way that criminal trials can.

“There's a role in terms of heightening in the public's mind the dangers of the
scams, because they're in the press more, the trials are being covered. It's

also sending a message to the bad guys,” Jull said.



He believes, however, that securities regulators are beginning to lean away
from administrative proceedings. That’s because of a 2024 ruling from the
Supreme Court of Canada that found administrative penalties issued by a
securities commission can be eliminated from a person’s debt upon discharge
from bankruptcy. In other words, a bankrupt fraudster may never have to pay

the fine.

“You see, certainly, some regulators recognizing that they've got to go the
criminal route because the administrative route is not going to get them

anything,” Jull said.

e He was the first person in Canada sent to prison for insider

trading. Will he be the last?

But the provincial regulators deny they’re taking that into account.


https://www.bcsc.bc.ca/about/media-room/news-releases/2024/72-bcsc-calls-for-amending-federal-bankruptcy-law-to-protect-canadian-investors
https://theijf.org/article/insider-trading-canada-joseph-grmovsek
https://theijf.org/article/insider-trading-canada-joseph-grmovsek

OSC spokesperson Curtis Lindsay told the IJF the regulator “determines the
appropriate enforcement process based on the facts and circumstances of
each matter,” while BCSC spokesperson Elise Palmer said, “We do not factor
in the survivability of an administrative penalty when deciding which route to

take.”

As for Mazepa, he just wants to see more criminal consequences for

fraudsters.

“I don't feel good about any of it,” he said. “It just speaks to how many of these
guys or gals have done these kinds of scams or schemes and they just get a

smack on the wrist at the end of the day.”
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