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I Introduction

This is the sanctions portion of a hearing under secti6hgl) and 162 of the
Securities Act, RSBC 1996, c. 418. Our Findings on liability made on July 12,
2010 (2010 BCSECCOM 401) are part of this decision.

Giuliano Angelo Tamburrino, Andrew Gordon Walker andeDdichael Paulson
took over $86,000 from Panterra Resource Corp. to purchaser@aghares from
a third party for their own account. We found that iindsso, Tamburrino,
Walker and Paulson perpetrated a fraud on Panterra fragention of sections
57(b) and (c) of the Act.
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We found that Tamburrino caused Panterra to issue 200,@@0'§rfee shares for
his own benefit when he was not entitled to them, amtealed that by causing
Panterra to issue the shares to a corporation with noapgs to him but that
he controlled in fact. We found that in doing so, Tamhbarperpetrated a fraud
on Panterra in contravention of sections 57(b) and (c)

We found that Tamburrino, Walker and Paulson sold, thihintent of keeping
the proceeds for themselves, the 200,000 finder’s fee sloard®ir own account,
knowing that the shares had been wrongfully issued.fold that in doing so,
Tamburrino, Walker and Paulson perpetrated a fraud omifPamh contravention
of sections 57(b) and (c).

We found that Tamburrino, Walker and Paulson, undercset68.2, contravened
section 168.1(1)(b) when they authorized, permitted, or ascpdeto Panterra’s
filing of its 2005 first and second quarter financial statasweich we found
contained false and misleading disclosure about the $86,0B3@d¢taon.

[ Analysis

A Positions of the parties

The executive director, Tamburrino and Walker all filettten submissions on
the subject of sanctions. We heard oral submissionsPautson. Counsel for
Tamburrino, Walker, and the executive director also apdesard made
submissions at the oral hearing.

Executive Director
The executive director seeks orders under sections 161(1) awod th@?Act:
*  prohibiting the respondents permanently from trading or pancha

securities,

*  prohibiting them permanently from acting as directorsfficers of any
issuer,

*  prohibiting them permanently from engaging in investati@hs activities,
and

* imposing an administrative penalty of $200,000 against Tambuarid of
$150,000 against each of Walker and Paulson.

The orders sought by the executive director do not incllidé the orders the
Commission is authorized to make under section 161(13. niste to the parties
before the oral hearing, we told the parties that we dvoaihsider the
appropriateness of all of the orders authorized bysetion. We invited the
parties to make submissions at the hearing about the ajgpeopss of any orders
authorized by section 161(1) beyond those requested by thatiggedirector.
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Tamburrino

Tamburrino says the prohibition against his purchasing adoh¢rahould be for
no more than one year. He says that during that pbei@tould be allowed to
purchase and trade securities for his own account throughvest ment
corporation, and that he and any entity controlled bydritmis family should be
allowed to sell specified securities.

Tamburrino says that he should also be allowed toggaate in up to 15 private
placements, and that he and any entity controlled byohihis family should be
permitted to acquire securities for services rendered,rBrfdes, or for vending
assets to public issuers. He says there should be ndipoohagainst his
engaging in investor relations activities or his acting iremaggement or
consulting capacity in connection with activities in seeurities market. In
essence, Tamburrino is asking that he be allowed tincenhis activities in our
capital markets unimpeded.

Tamburrino says the prohibition against acting as a directofficer of any
issuer should be no longer than three years, and anyiathative penalty should
not exceed $30,000.

Walker
Walker says there should be no prohibition against actiagd&ector or officer
and any administrative penalty should be between aboud®3and $60,000.

Walker also says there should be no prohibitions againstakigg or purchasing
securities, his engaging in investor relations activibesis acting in a
management or consulting capacity in connection witivides in the securities
market.

Paulson

Paulson says any prohibition against acting as a directificer should be no
longer than one year, and any administrative penattyldibe no greater than
$25,000. He says we should make no other prohibitions.

B Factorsto consider

The respondents’ misconduct occurred prior to amendnethe Act that
increased the maximum administrative penalty that th@r@ission can order
under section 162. The maximum administrative penaltgameorder in this case
under that section is therefore $250,000 per respondertheess. BC

(Securities Commission) 2009 BCCA 46.
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9 16 The prohibition authorized by section 161(1)(d)(iv) was also Gtluléhe Act
after the time of the respondents’ misconduct. Howewverare not prevented
from applying that prohibition: seEhow.

1 17 In Re Eron Mortgage Corporation [2000] 7 BCSC Weekly Summary 22, the
Commission discussed the factors relevant to sanctidallaws (at page 24):

In making orders under sections 161 and 162 of the Act, the
Commission must consider what is in the public interette
context of its mandate to regulate trading in securitigse
circumstances of each case are different, so @tipossible to
produce an exhaustive list of all of the factors that@ommission
considers in making orders under sections 161 and 162, but the
following are usually relevant:

the seriousness of respondent’s conduct,

the harm suffered by investors as a result of the relgmbis
conduct,

the damage done to the integrity of the capital markets
British Columbia by the respondent’s conduct,

the extent to which the respondent was enriched,

factors that mitigate the respondent’s conduct,

the respondent’s past conduct,

the risk to investors and the capital markets posed by the
respondent’s continued participation in the capital markéts
British Columbia,

the respondent’s fithess to be a registrant or tor lhea
responsibilities associated with being a director, affioe
adviser to issuers,

the need to demonstrate the consequences of inappropriate
conduct to those who enjoy the benefits of access todpial
markets,

the need to deter those who patrticipate in the camitaikets
from engaging in inappropriate conduct, and

orders made by the Commission in similar circumstainctdse
past.

C Application of the factors
Seriousness of the conduct; damage to markets; harm suffered by investors,
enrichment

1 18 The respondents minimize the seriousness of theiromikcct. They say:
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*  There was only a small amount of money involved inf®&,000
transaction, and besides, it was paid back.

. No harm was done — the company’s share price and findrea#th was
stable throughout the period.

 There is no evidence of harm to the market, or to any tokes

1 19 For all those reasons (and others we discuss belb&jespondents say there is
no basis for significant sanctions.

1 20 We profoundly disagree. We stated our view of the geniess and nature of the
respondents’ conduct in our Findings. We said:

“185 Panterra was a small company. The amounts of money
involved in the allegations are not great. The respoadegue
that the company did not really need the cash, thatilingon
associated with the issuance of the finder’'s fee sheass
negligible, and that, in the end, no harm was donaussc— after
all — they paid back the money.

186 This is an astonishingly narrow perspective from iddals
who are directors of a junior public company. If anyoraukh
understand the importance of having a credible market for
venture issuers, it should be them. Venture capitaketsiare
the lifeblood of a growing economy. They are a souraceof
businesses. They are a place where new ideas angrea®gican
find the capital they need to grow and prosper, creatinggotls
economic benefits in the process.

187 When these markets are abused, untold damage ensues.
People with the interest in venture capital, and wibrapriate
tolerance for risk, are prepared to invest in a ventndken if

they know that market has integrity. They understaatithose
markets have the risk inherent in the nascent qualitiyeof
issuer’s businesses. This risk they are prepared to accept.

188 What they are not prepared to accept is fraud and false
disclosure. When they find these, they lose confidentee
market. They look elsewhere to invest. So every frawd i
venture market puts at risk the viability of all of theesth
participants in that market.
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189 The respondents in this case appear either not tostamkr
that, or they do not care. They were Panterra’schofr
directors, yet used over $86,000 of its funds for their own
purposes and casually decided it was all right not to docutne
transaction to protect Panterra’s interest. They knghyi(or in
Walker’s case, negligently) filed false disclosure ttw@tcealed
the transaction. Tamburrino’s attitude was blasé cdtwinced
himself that the misleading disclosure was not serious.

190 Tamburrino chose to enrich himself at Panterrgisse by
causing it to issue finder’s fees to which he was notledtiHe,
Walker and Paulson decided to solve this problem by enriching
themselves through the sale of the shares.

191 There are no doubt countless ways for directors ofgoubli
companies to demonstrate reprehensible behaviour. This is a
deplorable example. It is exactly the kind of conduat brings
the reputation of venture markets into disrepute.”

The significance the respondents attach to their repayofidime $86,000 ignores
the fact that they took steps to repay the funds onlgspanse to the considerable
pressure being applied by Panterra’s management. As e inahe findings,
who knows how long Panterra would have waited for its mdwael the
respondents been successful in continuing their deception.

Walker seeks to trivialize the impact of the $86,000 orid?emby calculating the
interest it would have earned on that amount, or theitcasuld incur to borrow
to replace it. This ignores the fact that $86,000 reptedeabout one-third of
Panterra’s cash on hand, the uses to which that cadth fltave been put by
Panterra, and whether Panterra had the capacity tovbtinat amount.

The orders we are making reflect the respondents’ laabfeciation of the
seriousness of their conduct, its negative impact omtbgrity of our markets,
and the yawning gap between their conduct and the standenddidct expected
of directors and officers of public venture issuers.

Enrichment; mitigating or aggravating factors

The respondents say they were not significantly erditheugh their misconduct
because they lost anything they made through the sale éhtlers fee shares,
and more, through their settlements of Panterra’s lawisuits against them.
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1 25 We agree that their enrichment was not significaramBurrino and Paulson
received only about $30,000 each from the sale of the fmflss’shares, and
Walker received nothing.

1 26 However, we did not consider the costs to the respondétheir civil
settlements with Panterra. It seems to us that \eksessing the degree of
enrichment through misconduct, the costs associatedhetbonsequences of the
misconduct should not be a factor.

1 27 There are no mitigating factors. Tamburrino citeschisperation with the
investigation as a mitigating factor, but that is offsehisytestimony (which we
found to be not credible on several important pointd)@nour finding that he
misled his fellow directors, Panterra’s management, le@kchange about the
$86,000 transaction.

1 28 The respondents also cite in mitigation the Exchangelkilpition of their acting
as directors or officers, or in any other capacity,Brchange-listed issuers. This
IS not a mitigating factor; it is a foreseeable congege of their misconduct.

1 29 There are, however, aggravating factors. At the tihtbeomisconduct the
respondents were essentially the sole directors areédfof Panterra, a public
company, and its directing mind and will. Those in tbé m a public company
are expected to demonstrate integrity and to put therdesest of the company
ahead of their own. The integrity of the market depemds. The respondents
fail on both counts.

1 30 Instead, they conspired to take funds from Panterra wiitihe right to do so, and
used it for their own purposes. Then they lied aboottiné public, to Panterra’s
management, and to the Exchange.

1 31 The respondents knew better. All of them had yeaexpérience with the
markets and public companies. Tamburrino acted as adtieud officer of
public companies and was active in their businesses. Whadkleacted as counsel
to public companies for 15 years. Paulson spent many yetrs brokerage
business, and his activities included raising money for publipaares.

9 32 Tamburrino’s demeanour at the hearing, and his submissiosanction in the
face of our findings about the inappropriateness of mswct, shows he does not
accept the panel’s opinion of his conduct, and that hedhasmorse.

Past conduct
1 33 Neither Walker nor Paulson have any regulatory dis@pyi history.
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That is not so in Tamburrino’s case. He acted agnang officer on Panterra’s
bank account while under a prohibition by the Exchange frcdmgaas a signing
officer for any Exchange-listed company. He says lieeforgot about the
prohibition or thought it no longer applied, evidence we foumzbavincing. We
noted in the findings his misleading statements to théd&hge in connection
with the $86,000 transaction.

Risk to investors and markets

We have observed that the respondents did not apprémaseriousness of their
misconduct, nor of the standard of conduct expected eftdrs and officers of
public venture issuers. That is a significant risk to investod markets.

Tamburrino says that because his conduct did not invemesentations to the
public or investors, he should not be prohibited from engaginmyestor

relations activities. He says the orders ought todradd so as not to interfere
with his business activities in our markets. We disagfieanburrino has
exhibited serious misconduct in connection with our marketisshows no sign of
understanding what he did wrong, or why it was wrong.

Specific and general deterrence

The orders we are making are intended to deter the resgerideEn future
misconduct and to demonstrate the consequences of inapprepndiect to other
market participants.

Previous orders

The executive director cited several cases of seriosisomijuct. The respondents
say the misconduct in those cases involved misconductdse serious than the
misconduct in this case.

It is true that this case does not involve large fraemtullegal distributions to
large numbers of unsophisticated investors. It does, Fewewvolve two
findings of fraud against two of the respondents and thnden@is against the
third, all in connection with their activities as direst and officers of a public
company. In any event, the orders sought by the exediteetor are less than
were made in most of those cases. In making thesespiderconsidered the
cases cited as well as the seriousness of the miscaaahlithe other factors
discussed above.

[Il. Decison

We are making orders against the respondents prohibitingftbemtrading or
purchasing securities. However, in our opinion there i®reseeable risk to the
market posed by their trading or purchasing for their owowaat; the
prohibitions have appropriate exceptions.
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We are also making orders prohibiting the respondentsdatimg as directors
and officers, from acting in a management or consutaiapacity in connection
with activities in the securities market, and from emgggn investor relations
activities, for the reasons explained earlier.

In Tamburrino’s case, the prohibitions are permanent.waléd likely have not
imposed permanent orders had the only fraud we found be&86i@00
transaction. However, the respondents’ fraudulentiactid not end there.
Tamburrino then wrongfully issued finders fee sharesrtsélf, and conspired
with Walker and Paulson to sell them and keep the procédus sale itself,
which could easily have been executed directly through lvo&ers, the
respondents instead organized through an offshore intemy@di@n attempt to
conceal the transaction.

All of this is in combination with Tamburrino’s appardadlief that he did nothing
seriously wrong, and with a pattern of dishonesty estaa by his misleading of
the Exchange, of his fellow directors, and of the rganaent of Panterra. This
displays an absence of responsibility and integrity im@@rino that poses a
significant risk to the markets, and has no place imtheagement of public
companies. Allowing him to continue to participate in ourkats in the face of
this misconduct would itself damage the integrity of ourkeizs:

Walker and Paulson, by participating in the sale ofitiaefs fee shares with the
intent of keeping the proceeds, also demonstrated miscotidhi could justify
permanent prohibitions. However, it appears that thély loderstand that their
conduct was wrongful. They express remorse, and sayitdy will never engage
in similar misconduct again. Given that the outcom#eif involvement with
Panterra has been ruinous to their lives and car@stspng deterrent has been
established against their future misconduct. For thesengahe prohibitions
against them are not permanent.

We have ordered administrative penalties against edtie eéspondents. The

administrative penalties comprise:

*  $60,000 in connection with the $86,000 transaction (being abae theé
share of each respondent in that transaction),

* inthe case of Tamburrino and Paulson, another $60,0@himection with
the sale of the finders fee shares (being about tw&ertbceeds received by
each of them), and

e inthe case of Tamburrino, another $60,000 in connectitinhig causing
the improper issue to himself of the finders fee shares.
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AV

Orders

Considering it to be in the public interest, we order:

Tamburrino

1.

6.

under section 161(1)(b) of the Act, that Tamburrino ceasbkny
permanently, and is prohibited permanently from purchasicgyises or
exchange contracts, except that Tamburrino, or an isdiuée securities of
which are owned by him or members of his immediate famdy trade or
purchase securities for his or its own account (other ithaonsideration for
services rendered, finders fees, or for vending assetgot issuers) through
not more than two accounts with a registrant, iglves the registrant a copy
of this decision;

under section 161(1)(d)(i), that Tamburrino resign any moshe holds as a
director or officer of any issuer, other than an issligihe securities of which
are owned by him or members of his immediate family;

under section section 161(1)(d)(ii), that Tamburrino is proddbtermanently
from acting as a director or officer of any issuergotthan an issuer all the
securities of which are owned by him or members of hisadhate family;

under section 161(1)(d)(iv), that Tamburrino is prohibited paemdy from
acting in a management or consultative capacity ine@cion with activities
in the securities market;

under section 161(d)(v), that Tamburrino is prohibited permingatn
engaging in investor relations activities;

under section 162, that Tamburrino pay an administratinaleof $180,000;

Walker

7.

under section 161(1)(b) of the Act, that Walker ceasenga@ind is prohibited
from purchasing, securities or exchange contracts, exeaptValker, or an
issuer all the securities of which are owned by him anbegs of his
immediate family may trade or purchase securitieior its own account
(other than in consideration for services rendered, fef#es, or for vending
assets to public issuers) through not more than two accuaitht a registrant,
if he gives the registrant a copy of this decision;

under section 161(1)(d)(i), that Walker resign any posit®hdids as a
director or officer of any issuer, other than an isslieihe securities of which
are owned by him or members of his immediate family;
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9. under section section 161(1)(d)(ii), that Walker is prohibitech acting as a
director or officer of any issuer, other than an issligihe securities of which
are owned by him or members of his immediate family;

10.under section 161(1)(d)(iv), that Walker is prohibited fronmngcin a
management or consultative capacity in connection weittlviges in the
securities market;

11.under section 161(d)(v), that Walker is prohibited from engaigingvestor
relations activities;

12.under section 162, that Walker pay an administrative peof$60,000;

13.that the orders in paragraphs 7 and 9 through 11 of thess oedeain in
force until the later of October 7, 2020 and the datek&/glays the amount in
paragraph 12 of these orders;

Paulson

14.under section 161(1)(b) of the Act, that Paulson ceadmtyaand is
prohibited from purchasing, securities or exchange conti&atept that
Paulson, or an issuer all the securities of whicloamnged by him or members
of his immediate family may trade or purchase secarfte his or its own
account (other than in consideration for services reatldinders fees, or for
vending assets to public issuers) through not more thaad¢eaunts with a
registrant, if he gives the registrant a copy of tl@sision;

15.under section 161(1)(d)(i), that Paulson resign any podigomolds as a
director or officer of any issuer, other than an issaligihe securities of which
are owned by him or members of his immediate family;

16.under section section 161(1)(d)(ii), that Paulson is praulditom acting as a
director or officer of any issuer, other than an issligihe securities of which
are owned by him or members of his immediate family;

17.under section 161(1)(d)(iv), that Paulson is prohibited frotm@ in a
management or consultative capacity in connection weittlviges in the
securities market;

18.under section 161(d)(v), that Paulson is prohibited from engagiinvestor
relations activities;

19.under section 162, that Paulson pay an administrativetpexiai120,000;
and
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20.that the orders in paragraphs 14 and 16 through 18 of thess ced®in in
force until the later of October 7, 2020 and the datdsBayays the amount
in paragraph 19 of these orders.
9147 October 72010

9 48 For the Commission

Brent W. Aitken
Vice Chair

Bradley Doney
Commissioner

Suzanne K. Wiltshire
Commissioner
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