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1.5.2 MeLAUGHLIN, STUART BRUCE

IN THE MATTER OF THE SECURITIES ACT,
R.8.0. 1980, CHAPTER 466

AND

IN THE MATIER OF STUART BRUCE MeLAUGHLIN

NOTICE OF HEARING

PARKE NOTICE that the Ontario Becurities Commission (the “Commission”; will
hold a hearing at its office on the 18th Fleor, 20 Queen Streel West, TOTOnLO,
Ontario on Wednesday, the 10th day of April, 1985 at the hour of 10:00 o'clock
in the Zorecnoon ar S0 5001 thereafiter as the hearing can be held to consider
whether it is in the public interest that an Order should be made pursuant 1o
section 124 of the Securities Act, R.S.0. 1880, c¢.466 (the "act') that any or
all of the exenptions contained in sections 34, 71, 72 and B8 do not apply to
stuart Bruce McLaughlin (the "Respondent’’) by reason of the allegations set
forth hereinafter. ’

AND FURTHER TAKE NOTICE that upon the return of the said proceedings the
ataff of the Ontaric Securities commission will rely upon the following facts:

(1) between January 1, 1980 and October 5, 1983, the respondent, while
he - was a Director, Chairman of the poard, and controlling sharehclder of
Mascan Corperation (“Mascan"), & reporting 1lssuer under the Act,
improperly participated in a series of transactions in which the
pespondent 's interests, or the interests of corporations oOr Persons
controlled by or not dealing at  arms length with the Respondent,
conflicted with the interests of Mascan and  its wminority shareholders.
chese dealings and transactions ineluded the following:

{ay a loan agreement between Western Delta Lands

ine. (“Western Delta") and S.8B. McelLaughlin
and  Company Limited ("'SBM Ca. "y, whereby
western Delta loaned 5BM Co. the sum of

$2, 500, 000. 00,

{hi & series of transactions relating teo a property
in Mississeuga, Ontario known as the Scott
parm, whereby the Respondent _purchased the
property, sold it at a aubstantial profit to
Anatal Developments Limited {"anatal''), and
caused Masean to enter into @ development
agreement with Anatal from which the rRespondent.
derived substantial benefits;

ey u series of tragssetions relating to & pProparty
in Henderson County, Texas {the weedar Creek
property'), whereby the Respondent purchased
the Cedar Creek pruperty, and later induced
Mascan to acquire it from him, as a result of

which the  Respondent — was relieved of
substantial indebtedness and vbtained
additional benefits, to the detriment of
Mascan,
~5312- 21~D_e<2~'ﬁ4




NOTICES/PRESS RELEASES - Page 1-544

i

(d) =a series of tramsactions relating to wcertain
property in Southfield Michigan, whereby the
Respondent induced Mascan to forego development
rights with respect to the property in favour
of the Respondent, - and persuaded Mascan 1o
reacguire a portiom of the property from a
business assoclate of the Respondent “in
cireumstances which relieved the Respondent
fram personal obligations to that associate;

(e) seven different compensation agreements between
the Respondent, SBM Co., and Mascan which
resulted in Mascan paying the Respondent and
SBM Co. 4 total of approximately $2,949, 000. 06
betwesn October 31, 1979 and Ovtober &, L1B83;

’ (fy the purchase and subsequent sale by the
Respondent of an interest in certain property -
in Mississauga, Ontario, known as the Hawthorne
property; and

1g) a seriles of transactions relating to a debt
] owed by a subsidiary of Mascan, Grouse Mountain

f Resource Ine., to the Bank of British Columbia,
| whereby the Respondent agreed to purchase the

saild debt, and was later reimbursed by Mascan
for the deposit paid by the Respondent to the
Bank of British Columbia in connection with
that purchase.

(21 in each of the aforementioned transactions, the Respondent exerted a
dominating influence over the Mascan Board and persuaded the Board to
enter into the transactions in guestions. The Respondent Tailed to fully
diselose the nature and extent of hls interest in and connection with
these transactions and misrepresented the materisl facts relating to the
transactions to the Mascan Board. As a resuli of these transactions,
Mascan and its minority shareholders were severely harmed while the
Respondent derived substantial benefits.

! (3) on February 9, 1983, the Commission issued an Order pursuant to

i section 16 of the Act requiring the Respondent to refrain Ifrom dealing

with his funds or securities until further order of the Commission. In

or about March amd April, 1988, contrary to the terms of the

! aforementioned Order, the Respondent caused securities controlled

- directly or indirectly by him, consisting of shares of Mascan, to be

pledged to the First National Bank of Saint Paul. The Respondent did not

seek or obtain the ampproval of the Commission for the pledging of thesge
securities,

(4]  on May 31, 1983, Mascan issued it® Annual Report and Financial
Statements to its shareholders for the year ending December 31, 1982, In
those Pinancial Statements, separate disclosure wag provided with respect
to certain non-arms  length transactions. In particular, the Financial
. Statements included the following disclosure with respect to a
development agreement enlered iolu belween Mascan and Anatal:

' #In 1982 the Corporation was appointed to manage the
l development of & property contiguous o lands now belng
developed by its joint venture, Traders Associates. The
: Corporation made an interesi-free third morigage loan of
: $2, 775,000 and also agreed to make further advances 1o,
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finance the development and to service the existing first
and second mortgages on the property. In . exchange, the
Corporation will receive 50% of the development profits.
The owner of the property is an unrslated  company which
had purchesed the property from the Company in 1981,

The second mortgage on the property is guaranteed by the
Company and by a person who 1is a director, officer and
pontrolling shareholder of the Corporation. As a result
of this transaction $800,000 was paid to the Company Lo
partially discharge an existing third mortgage on the
property. 1n  order to fully discharge the security of
the third mortgage, an agreement was reached whereby the
company Teceived an unsecured interest-free note and in
1ieu of interest will share in future profits from the
development to the extent of 25%."

The foregoing disclosure was false and misleading in that it talled to
disclose that the FHRespondent had received am additional benefit of
81,200, 000 on September 20, 1882 as a result of the transactionm in
guestion, In additien, the disclosure was false in its assertion that
the Respondent had surrendered a valid third mortgage in return for the
payment of certain funds on the closing of the transaction. In fact, the
Respondent was not entitled to any third mortgage on the property in
guestion, such mortgage having been the subject of an earlier agreement
whereby the Regpondent had agreed to discharge it. In the result, the
diselasure to the shareholders of Mascan, which resulted from the
representations by the respondent to the Mascan Board and fto iits
Auditors, was Talge and misleading.

AND TAKE NOTICE that as a result of the foregoing allegations, it will be
argued that it is not appropriate that the Respondent be permitted to take
advantage of the exempiions contained in paragraphs 84, 7i, Y2 and B8 of  the
Act  and an Order will be sought that the Respondent is pot entitled to the use
of such exemptions.

AND TAKE NOTICE that any party to the proceedings may be rapres&ntgd by
counsel of his choire at the hearing if such party attends or submits evidence
thereat.

AND FURTHER TAKE NOTICE that upon failure of any party te atiend at the
time nd place aforesaid, the hearing may proceed in the absence of thal party
and such party is not entitled to any further notice of the procsedings.

Decenber 19, 1584,

sgulie-tuce B, Farrell®

5314~ 21-hec-84




