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Findings of Neil Alexander and John K. Graf

INTRODUCTION

The executive director issued a notice of hearing oreber 8, 2003, making
allegations against James Terrence Alexander, Anne @brisilers and JT
Alexander and Associates Holding Corporation. Thesear findings following
a hearing.

The principal allegations against Alexander are thatd®eavdirector and officer
of eight companies, including Pinewood Resources Ltd, atchthengaged in
investor relations activities on behalf of Pinewood,tay to a consent order
made by the executive director in February 1999.

The principal allegation against Eilers is that shestegiAlexander in
contravening the consent order and so acted contrahg foublic interest.
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We find that Alexander contravened the consent order ing lzedirector and
officer of various companies, including Pinewood, and by gngan investor
relations activities for Pinewood. We find that Eilessisted Alexander in
contravening the consent order by allowing him to diregtJaffairs while she
was the sole director and officer of record of JT Ae Wsmiss the other
allegations against Alexander and Eilers and those agaiAst JT

Respondents
James Terrence Alexander
Alexander has a history of involvement in the oil ansl igaustry.

From 1974 to 1980, he ran his own business, Alexander Enempp@tion,
which was engaged in financing the drilling of oil and gassanaliCanada and the
UsS.

From 1989 to 1995, Alexander held a controlling interest ikid&r&anergy
Corporation, a reporting issuer listed on the Vanco®teck Exchange, now the
TSX Venture Exchange. Arakis acquired an interesuteBese oilfields from the
Sudan government. Alexander served for varying periods asaatirchairman,
president and CEO of Arakis. He sold his interest irkisrand resigned as a
director and officer in December 1995.

The British Columbia Securities Commission investiga&kskander’s trading in
Arakis shares. On February 23, 1999, Alexander enterechiateettlement and
consented to the order described below.

Alexander, through his family holding company, JTA, wigs @ major
shareholder of Pinewood. He was a director of Pinewand November 3, 1993
to May 15, 1998, and was president during part of that timewBoe was then in
the mineral exploration business to “review projects efinfor investment”.
Pinewood, a reporting issuer, was listed on the CDit¥y the TSX Venture
Exchange.

9 10 Alexander and Pinewood carried on business from premoisated on West

Esplanade in North Vancouver, British Columbia.

JT Alexander and Associates Holding Corporation

1 11 Alexander said that JTA is the Alexander family’s maddcompany. JTA was a

major shareholder of Pinewood, holding approximately 29%eshares.

Anne Christine Eilers

9 12 Eilers had been Alexander’s assistant and businessiasssioce 1987. At

various times, she was a director and officer of JTé\adirector of Pinewood
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and its subsidiary Gambela Petroleum Corporation (GBi&rs (primarily
through Buzz Communications Inc) provided investor relatiodsaaministrative
services to Pinewood and to Alexander, from the WeglaBade premises.
According to corporate records, she was the soletdiexfficer and shareholder
of Buzz.

Other key persons

1 13 lan Neilson was a professional engineer and consultaritlay 2000, Neilson
was pursuing an oil exploration opportunity in the Gambeggon of the Federal
Democratic Republic of Ethiopia. In late May 2000, Neilsmd Alexander
signed a participation agreement for their joint develpnof the Gambela
project.

1 14 GPC was a wholly owned subsidiary of Pinewood, incatgal in the Bahamas in
September 2000 to hold Pinewood'’s interest in the Gambgkcprin September
2000, the directors of Pinewood appointed Neilson a diregtesjdent, and CEO
of GPC. Ernie Pratt was appointed the explorationagen Pratt had been the
president of Arakis and had headed Arakis’ explorati@hdavelopment efforts
in Sudan.

1 15 Carlo Civelli directed and managed Clarion Finanz AGnaastment firm based
in Zurich, Switzerland. He was a long time businessa@asand friend of
Alexander. Civelli worked closely with Alexander in tieancing of Arakis. A
number of his clients owned Pinewood shares. At aingeefith Alexander in
June 2000, Civelli agreed to seek financing for Pinewood’s involnemehe
Gambela project.

9 16 David Alexander was a chartered accountant who provided aaug @amid
consulting services to Pinewood, also from the WeptaBade premises. He had
been CFO of Arakis and was a director of Pinewood Muiich 2000. David
Alexander became a director of GPC on December 5, 2000d Blexander is
Alexander’s brother.

117 “R Co” made an offer to invest in the Gambela projeatugh the purchase of
JTA'’s shares of Pinewood and a new issue of Pinewoadsha

Allegations
1 18 In the notice of hearing, the executive director alleges

» Alexander contravened the consent order, and actechcptt the public
interest, by acting asde factodirector and officer, or by acting as a
director and officer of record, of the following companies
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372171 BC Ltd

568160 BC Ltd

Caulfeild Management Inc
630679 BC Ltd

Silverado Estate Coffee Corp
JTA

Buzz

Pinewood;

O O0OO0OO0OO0OO0OO0OOo

» Alexander contravened the consent order, and actechcptt the public
interest, by engaging in investor relations activitieelnalf of Pinewood
and JTA;

» Alexander contravened section 34(1) of 8exurities AGtRSBC 1996,
c. 418, and the consent order, and acted contrary to the pibhest, by
engaging in acts in furtherance of the sale of JT Agseshin Pinewood to
R Co, and the issue of Pinewood shares to R Co to fithadggambela
project;

» JTA contravened section 34(1) of the Act and the cormeletr, and acted
contrary to the public interest, by engaging in acts irh&reince of the
sale of JTA’s shares in Pinewood to R Co;

» Eilers contravened section 34(1) of the Act, and actattaxy to the
public interest, by engaging in acts in furtherance of#te of JTA’'s
shares in Pinewood to R Co, and directing JTA to that [se;nd by
assisting Alexander in contravening section 34(1) of the s

» Eilers acted contrary to the public interest by assistilegader in
contravening the consent order, by:

o allowing Alexander to direct JTA’s affairs while she whs sole
director and officer of record of JTA,

o allowing Alexander to be de factodirector and officer of Buzz
while she was its sole director and officer of recard

o0 being complicit in Alexander’s concealing his directiorNafilson
and Pinewood.

Credibility of witnesses
1 19 Credibility was a significant issue in this hearing.
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1 20 Alexander was not a credible witness. Much of his testinwas self-serving and
he was often evasive and not forthcoming. A numbemnwdgj he changed his
testimony when confronted with evidence that proved higriesyy was wrong.
Many times, we did not believe his testimony. We acceftexander’s
testimony only if it was corroborated, or was comsistwith other evidence.

1 21 The respondents asked us to disregard all documentary eviderick@rio
BCSC staff by Neilson because:

he did not testify and so could not be cross-examined,

his interview with BCSC staff was not conducted under,oath

when he spoke to BCSC staff, he was pursuing a civincégainst
Alexander, Civelli, and Clarion Finanz for more thasé $100 million and
had unsuccessfully sought payment from Pinewood for his aotke
Gambela project,

he was hostile to Alexander and Eilers,

he selected the documents to show BCSC staff,

there was often no direct evidence that correspondeattéeeen delivered
to or received by the intended recipient, and

some correspondence was undated, incorrectly dated eaf, thait
followed by plus/minus signs.

1 22 The respondents argued that much of the documentary evideaod@BCSC
staff by Neilson was unreliable because it may have tadeitated after the fact.
Nevertheless, they did not call Neilson to testifypoovide any evidence that, in
our view, proved any of it was fabricated.

1 23 As we did with Alexander’s evidence, where the documtratisNeilson claimed
he sent to Alexander or Pinewood were corroboratedeoe wonsistent with other
evidence, we accepted them as true. In applying this stangdafdund that most
Neilson documents were reliable.

1 24 BCSC staff interviewed the Pinewood directors (CourtBrelvster, Gordon
Ellis, Christopher Farnworth and Carl von Einsiedgilers, David Alexander and
Civelli, under oath. None testified at the hearing, scowdd not assess their
credibility. The directors, Eilers and David Alexandémairked with Alexander
in the same premises. Ellis, Farnworth, von Einsjdeiédrs, David Alexander,
Civelli and Pratt were all friends, family or long Brbusiness associates of
Alexander.
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FACTS
Alexander’s consent order
9 25 While Alexander was a director and officer of Arakis,contravened the Act.

1 26 On February 23, 1999, Alexander, JTA and the executive direntered into a
settlement. Alexander paid $1,200,000 to the BCSC and volyntaith the
benefit of counsel, consented to an order by the exedlitisetor under section
161(1) of the Act.

1 27 Under the consent order, for a period of 20 years fr@wléte of the order:

* the trading exemptions described in sections 44 to 47, 78937md 99 of the
Act do not apply to Alexander and JTA, subject to a one-yadimng window;

* Alexander must resign and is prohibited from acting asestdir or an officer
of any issuer; and

» Alexander is prohibited from engaging in investor relatiactsvities.

1 28 In the settlement, Alexander waived:

... any right he may have, under the Act or otherwise,heaaing, hearing
and review, judicial review or appeal related to, in catina with or
incidental to this agreement and related orders.

Issuers other than Buzz and Pinewood
1 29 At the hearing, Alexander admitted that he continudab{ar was appointed, a
director and officer of the following companies aftex tlate of the consent order:

e 372171
568160

* Caulfeild
* 630679

» Silverado
« JTA.

1 30 Alexander said 372171 and 568160 were inactive companies. Heenssl¢h
director and officer of these companies and, under theeaborder, was required
to resign as a director and officer in February 1999. Hedli resign from
372171 until February 6, 2004 and from 568180 until August 24, 2005.

1 31 Alexander said Caulfeild was a private holding companyi®mwife. He was the
sole director and officer from January 2, 2002 to July 1, 2004.
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1 32 Alexander was the sole director and officer of 630679 fdaiyp 8, 2002 to July 1,
2004. Alexander said Civelli was the beneficial ownethefcompany, the sole
purpose of which was to hold the title to Civelli’'s boat.

1 33 Silverado was incorporated on January 21, 2003. Alexandkit s@nducted a
coffee importing business. Alexander was the sole dirextd officer from May
29, 2003 to July 1, 2004.

1 34 Alexander was the sole director and officer of readrdTA from January 15,
2002 to July 1, 2004. He admitted that he was atd® factodirector and officer
of JTA from April 26, 1999 (when he resigned following theues of the consent
order) to January 15, 2002.

1 35 Alexander said that, except for Civelli's company, Aleder was the sole
beneficial owner of these companies. None was atiagassuer under the Act.

1 36 During the settlement negotiations, Alexander requeggdany prohibition
against acting as a director or officer be limited to pipti@ded companies. The
executive director denied this request. Then Alexander requistehe be
permitted to remain a director of JTA. The executivedor denied that request
as well.

1 37 Alexander’s then lawyers testified that they undemdtibat the term “issuer” in
the consent order included both public and private companiesasutbA. They
advised Alexander that he could not be a director of JTAppablic or private
issuer.

1 38 Although his lawyers told him it was not a good idea, Aleder nominated Eilers
to act as the sole director and officer of JTA fromiA®8, 1999 to January 15,
2002. In her interview of October 22, 2003, Eilers told BC&( gtat Alexander
was actually the directing mind of the company. She agileedvas a “figurehead
director”, but said JTA was not doing anything at the tahber appointment. In
the spring of 2001, although Eilers was the sole directdofficer of record,
Alexander, not Eilers, negotiated with R Co for thie e JTA’s Pinewood
shares.

Buzz
1 39 The executive director alleges that:

» Alexander contravened the consent order, and actechcptt the public
interest, by acting asde factodirector and officer of Buzz; and
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» Eilers acted contrary to the public interest by assistilegader in
contravening the consent order, by allowing Alexander tadeefacto
director and officer of Buzz while she was its solectior and officer of
record.

1 40 We dismiss the allegations related to Buzz for lackvidence.

Pinewood
1 41 Prior to the consent order, Alexander resigned aseatdir of record of Pinewood.

1 42 In January 2000, the directors of Pinewood were voné&tes$ia consulting
geologist, David Alexander, and Eilers. Von Einsiedel president and
Pinewood’s solicitor was secretary. Von EinsiedekriSiand David Alexander
resigned in March 2000.

1 43 On March 9, 2000, the directors of record of Pinewood weis Brewster and
Farnworth. Ellis was president and Pinewood'’s solicitas secretary. Shortly
before that time, the Pinewood board commenced wokteshnology
opportunity that they abandoned in August 2000. Brewsterbatzame president,
most likely when Ellis resigned in August 2000.

1 44 Brewster told BCSC staff that the Pinewood directecgived no compensation.
He did, however, say that any “... rewards would ... be ifstexk] options”.

1 45 Alexander occupied the corner office in the West Esgalea premises. It was the
biggest office, with Eilers on one side and Ellis om ¢ther. Beside Ellis was
David Alexander. Beside Eilers were Farnworth and Brawste

1 46 Brewster told BCSC staff he joined the board at Elbsjuest, after he had
proposed the technology project to Ellis. Brewster baitiad not previously
acted as a director or officer of a public company.

1 47 Ellis and Farnworth each told BCSC staff that Alexarwdas a long time business
associate who asked them to join the Pinewood board.

1 48 Von Einsiedel also told BCSC staff he was a long tomginess associate of
Alexander. He returned to the Pinewood board at tdeoéAugust 2000, when
Ellis left the board. He said that Eilers asked him to jbe Pinewood board.

1 49 Pinewood was a shell company that had limited asséta@ operating business.
On July 31, 2000, according to company financial statememtswBod’s
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principal asset was cash of $416,000. By April 30, 2001, Pinewasdeft with
working capital of $148,000, most of which would have beeh.cas

Gambela project until September 7, 2000

1 50 Neilson had been working on an oil exploration oppotyunithe Gambela
region of Ethiopia and was negotiating with the Ethiogiavernment to obtain
an oil production sharing agreement (PSA).

1 51 Neilson contacted Alexander in the first week of N2@p0 and, at a meeting
about a week later, presented the opportunity to him. Wéleedavhy Neilson
contacted him about the Gambela project, Alexandefigeisti

Well, | had been very active in Sudan from 1990 through 1995hatfe
raised, in a company in Arakis, we had raised ... well overmared

million dollars to develop this property and developed to@grties of the
Hegledg fic] and Militu [sic] oilfields. The Melut Basin is very
geologically favourably positioned in the oil runway thames up from

the lower middle of Somalia through Ethiopia and into &udao, this

was the oil runway. And we had worked in that runwayettgping the
Hegleg Unity field §ic] for almost five years. So, | had a lot of experenc
regarding geology and the ability for some of thesesctsproduce oil.

1 52 Von Einsiedel said that, in May 2000 (when he was notegiair), Alexander
asked him to review the Gambela project and he did sdaa®ar. He concluded

that it looked like a natural extension of the oild®in Sudan and was worth
pursuing.

1 53 Neilson drafted a participation agreement that Alexasagred in his personal
capacity at a meeting with Neilson on May 29, 2000. Theeaggat contemplated
Neilson and Alexander (or anyone Alexander sold hisaestdn) jointly
developing the Gambela project.

Alexander’s June 2000 meeting with Civelli
1 54 After signing the participation agreement, Alexander werturich in the second
week of June 2000, to discuss the Gambela project withliCive

1 55 As Civelli put it:

At [the June 2000] meeting Mr. Alexander and | discusseddhieus
financing options, including private financing, institutional invesnt, a
joint venture of oil exploration companies and/or pubhiancing.
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9 56 In his interview with BCSC staff in December 2002, Civse#lid that it was
Alexander’s idea to put the Gambela project into Pinelvsmthat Alexander
could sell his shares:

Q So it's your understanding that Mr. Alexander introducedgou
Mr. Neilson and this oil deal as part of a package fortgdinance
Pinewood and that, ultimately, Mr. Alexander could tkelh his
shares in Pinewood.

A Yes.

1 57 Alexander testified that it was Civelli who had fisstggested that Pinewood be
used as the vehicle to hold the Gambela project:

Q And what, if anything, did Mr. Civelli propose with resp® a
potential way to develop Mr. Neilson's Gambela oil oppory@nit

A ... somewhere along the line, he says, "Terry, whytdee take a
look and maybe propose funding the same for Pinewood, this
opportunity?"

1 58 On June 16, 2006, the last day of the evidentiary portidheoliearing, Alexander
filed an affidavit of Civelli, sworn on June 1, 2006, in whicivelli recanted
evidence that he had given under oath at his intervie¥e ind a half years
earlier. Civelli said in the affidavit that, when hassserved with the summons
compelling him to appear at the BCSC for an interviewhialfiles on the
Gambela project were in Zurich and he had not been @abéview them first, to
properly prepare for the interview. He said:

... Having reflected upon this matter, | believe that it Wasd not Mr.
Alexander, who recommended that the Gambela oil exjxm
opportunity be presented to Pinewood.

1 59 Civelli’'s original evidence about who first suggested Pinmivavas given at a
time much closer to the actual event and was given wutitthe benefit of having
learned of the executive director’s case against Alexakrdether, Civelli
recanted the evidence three and a half years afteyut@ ltave done so. On the
other hand, Alexander (through JTA) and Civelli's clientsed Pinewood shares
and, therefore, both Alexander and Civelli had good reasaant to use
Pinewood as the vehicle for the Gambela project. \&@kenmo finding on who
first suggested Pinewood because nothing turns on it. Taishange in Civelli's
evidence, however, raises concerns about his credibility.

1 60 Alexander testified that, once the possibility of udtigewood was raised, he told
Civelli:
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Carlo, there is no way, shape or form | can get inwbivéh Pinewood.
I'm under a ban, as you know, and I'm under restrictibeannot be
involved as an officer or director, | cannot trade, and/h piece, | own a,
an interest in Pinewood and | can't be involved. df thas your thought
process and you're excited about this, and you're thinkimgt athat
happened in Arakis, then you are going to be responsib&/érything
that happens in Pinewood. I'm still working on my progadside of
Pinewood as trying to grab a -- the interest of agrmdtional oil company
to come in here and develop the Gambela oil project.

9 61 Alexander testified that he also told Civelli:

Anything to do with Pinewood, Carlo, if you want to pregéis to
Pinewood, then that's your, that's what you would begdoAnd | am here
exclusively now only as a backup to the project. | vahtinue to look for
a major oil company that may be interested in doing lprggcts such as
this in Ethiopia.

1 62 Alexander’s testimony about what he said to Civellswarroborated in part in
Civelli's interview, when Civelli said:

He [Alexander] did point out that he was -- he had @hiker banning him
from doing whatever, and so he could not be a part afdidonot want to
be a part of any discussions or so.

[He told me] he was not going to raise any money.
1 63 Civelli made no mention of Alexander’s “backup” plan.

1 64 We acknowledge Civelli's partial corroboration of Adaxler’s testimony;
however, we have based our findings on Alexander’s comdiating to the
Gambela project.

1 65 The excerpts from Alexander’s testimony above contarfitst mention of his
purported new, more limited, role in planning a “backstop” ackup” for the
Gambela project; continuing “to look for a major oil quany that may be
interested in doing large projects such as this in EtHiofiais backup plan,
involving selling the project to one or more oil companwess purported to be
implemented only if Pinewood was unable to obtain thaniting necessary to
develop the project.
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Neilson’s July 11, 2000 invoice to Pinewood

1 66 On or around July 7, 2000, within a month of Alexander’s mgetiith Civelli,
Alexander again met with Neilson. On July 10, Neilsent a letter addressed to
Alexander at the West Esplanade premises, referriagltdy 7 meeting between
Neilson and Alexander. The letter also referred to:

the requirements for the application for the PSA, inclgdhe necessity to
obtain a US $5.0 million bank guarantee,

the proposed exploration program and the additional funikeged for
the exploration program,

Neilson’s travel plans — ‘| have booked a flight to Ztron Friday,

July 21, to sit down with Carlo Civelli on Monday, J2i...’, and
Neilson’s intention to discuss with Civelli ‘the pegnt information that is
now required to amend the previous Application in the naftigeanew
applicant company, Pinewood Resources Ltd’ and ‘planthéor
reorganization of [Pinewood] once the PSA is obtained’.

1 67 In the July 10, 2000 letter, Neilson also requested fundsigdrips to Zurich and
Ethiopia:

You will note that the total expenses have been estiret US $18,500.
($27,468 Canadian) | would appreciate a cheque for this armaunt
Thursday morning ...

1 68 Neilson sent an invoice to Pinewood dated July 11, 2000:

In accordance with our discussion, please acceptrivisce to cover the
projected expenses for my forthcoming business trip tacEw@mnd Addis
Ababa to apply for a petroleum production Sharing Agreeifoenhe
Gambela concession with the government of Ethiopibedralf of
Pinewood Resources Ltd. The projected expenses, whiehtegn
detailed on the attached Table 1, are summarized as $ollow

Payable to “PC Travel”
Can $3,855.94

Payable to lan Neilson
Can $23,686.12

Total Advance Required
Can $27,542.06. (There is a small difference betweenriosiat and the
amount in the July 10 letter, likely due to exchange flattuations.)
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1 69 On July 11, 2000, Eilers and David Alexander signed cheques f@88&2B2 and
$3,855.94 on behalf of Pinewood and issued them to NeilsbR@nTravel.

1 70 David Alexander told BCSC staff that he prepared Pinewodugues and that
Alexander never asked him to sign any Pinewood chequesitlworized any
payments on behalf of Pinewood. He said that only Pinevgadirectors or its
president approved payments. David Alexander, however, couteécell who
the Pinewood directors and officers were at the titbepayments made on
July 11, 2000 and could not recall who had approved the invaigajonent. In
July 2000, the directors of Pinewood were Brewsters Glid Farnworth.

1 71 There was no direct evidence that anyone approved the ptsyofeNeilson’s
expenses that we discuss here and below. We saw no difeéesmlutions
approving or ratifying the expenses, nor was there any ettigence of approval,
such as signatures or initials on invoices or writtemmoinications authorizing
the payments.

9 72 Brewster told BCSC staff he first heard about the Gaanproject a few days
before the board meeting on September 7, 2000.

1 73 Ellis had no memory of hearing about the Gambela progfore September
2000. Ellis told BCSC staff his activities at Pinewoodevezlated solely to the
technology project.

1 74 Farnworth told BCSC staff he could not recall when & first heard about the
Gambela project. He said that Alexander brought thel@éarproject to the
attention of the Pinewood board through Brewster. TlRasjworth would have
learned about the project at, or shortly before, #@&nber 7, 2000 board
meeting.

1 75 Pinewood’s solicitor, who was secretary, told BCS&if$te learned of the
Gambela project in the fall of 2000.

1 76 Von Einsiedel returned to the board on August 30, 2000. He diattemd the
September 7, 2000 board meeting and told BCSC staff he tidamno of
Pinewood’s decision to proceed with the Gambela projddtlater in September
2000.

9 77 Each of the directors told BCSC staff they had neithetr nor spoken to Neilson.

1 78 Eilers told BCSC staff that she signed only those cheqaast to her by David
Alexander and she assumed he had the necessary boardahpefore he sent
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cheques to her for signature. She said Alexander didopob2e invoices for
payment.

1 79 Her evidence about the approval process for Neilson’snsgsas inconsistent
with her letters to Neilson of November 6, 2000 and April2Z8)1. In her letter
to Neilson of November 6, 2000, she said “once Terry [Aldgggets to the
office | will request approval of the wire transfem. hher April 18, 2001 letter to
Neilson, she said she had spoken to Alexander “...and haghesd, so | will be
transferring US$10,000 to the bank...” Her evidence is also gist@mt with a
note that Alexander sent to Neilson on April 18, 2001, hictv Alexander said:
“Received your request for further funds. ... Once we recgue completed
reports we will wire transfer additional $$.”

1 80 The directors’ evidence is clear that none of theewkabout the project in July
2000. Therefore, they could not have approved the July 11, B00ée for
payment. Both David Alexander and Eilers said they dicapptove invoices for
payment by Pinewood (other than Eilers approving small paygniienoffice
supplies and similar items and other than Eilers’ paynteNeilson on August 3,
2000, referred to belowyVe find that none of the Pinewood directors
approved paying the July 11, 2000 invoice and that David Alexander and
Eilers did not approve payment of the invoice.

1 81 Despite admitting he had a meeting with Neilson on aurzd July 7, 2000,
Alexander denied receiving the July 10 letter or the Julyidice and claimed
he was out of town from the early part of July utitd Labour Day weekend
(early in September), on a saliling vacation. As a telalsaid, he could not have
approved the payment. He said he had no communicatioranytime about the
Gambela project during this period.

1 82 Alexander’s credit card statements, however, shawhh flew from Vancouver
to Las Vegas for the July 8, 2000 weekend and passed througbuwvanon his
return. Despite that, Alexander continued to deny hawedd¢he letter or gave
instructions to pay the July 11 invoice.

1 83 Eilers told BCSC staff that, before she went on tiandrom late July 2000 to
early September 2000, “I was aware that Mr. Neilson keptimgrin and out of
the office waving pieces of paper...” We know Neilson didmeet or speak to
the directors. This testimony is consistent with Alee meeting Neilson on
July 7, 2000, as Neilson outlined in his July 10 letter to&eler.

1 84 Neilson’s July 10, 2000 letter is consistent with subseigersnts. In the letter,
Neilson referred to:
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* abank guarantee, which was the subject of discussichsgust 2000
among Alexander, Civelli and Neilson,

» the exploration program and the need for funding, whicarfaeCivelli
discussed at their July 24, 2000 meeting, and

* the meeting with Civelli on July 24, 2000, which took place.

9 85 Neilson also wrote about:

* making Pinewood the applicant for the PSA, which happehealigh
Pinewood'’s subsidiary, GPC,

* the requirements for the application for the PSA, whnek filed with the
Ethiopian government in September 2000, and

» the need for an expense advance of $27,542.06, which was paitiyon
11, 2000.

1 86 Neilson’s July 10, 2000 letter refers to a meeting withxateler on July 7.
Alexander admitted he met with Neilson on or about Jul

11 87 The July 11, 2000 invoice refers to “our discussion”. It islent from the
sequence of events that, some time between the Judyté0tb Alexander
requesting an expense advance and the July 11 invoiceetod®id, someone told
Neilson to send an invoice to Pinewood. Based on thé\faiigon sent the July
10 letter to Alexander, the instructions to Neilson tads&n invoice to Pinewood
logically came from Alexander.

1 88 In light of:

» our finding that none of the Pinewood directors, Davidxateler and
Eilers approved the July 11, 2000 invoice for payment,

» Eilers’ testimony about Alexander not approving invoiaasplyment
being inconsistent with other evidence,

» David Alexander’s testimony about only Pinewood’s directorss
president, approving all invoices for payment being contiredliby the
directors’ evidence that they knew nothing about the prajetuly 2000,

» the evidence about Alexander’s whereabouts,

» Eilers’ testimony about Neilson’s presence in the effic

* Neilson’s July 10, 2000 letter being consistent with sgbest events,

* Neilson’s July 10, 2000 letter referring to a meeting witbx&hder on
July 7, 2000, and

» Alexander’s admission in cross examination about imgetith Neilson
on or about July 7, 2000,
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we do not believe Alexander’s testimony that he did not:

* receive either the July 10, 2000 letter or the July 11, #0@fice,

e approve the July 11, 2000 invoice for payment, and

e communicate with anyone about the Gambela project durengethod
from early July to the Labour Day weekend.

1 89 We find that Alexander:

* met with Neilson on July 7, 2000,

* received the July 10, 2000 letter from Neilson, or was aware it
contents,

* had a discussion with Neilson on July 10 or 11, 2000, that was the isas
for Neilson’s reference to “our discussion” in his July 11, 200voice,

* received the July 11, 2000 invoice from Neilson, or was aware tf i
contents, and

* approved the July 11, 2000 invoice for payment by Pinewood.

1 90 The fact the directors were unaware of the paymerteodtly 11, 2000 invoice is
particularly significant when put in context. This waseav business opportunity
for Pinewood that involved oil exploration in Africa.was an important event for
Pinewood, as it meant a potentially significant chainges business. Indeed, at
the time, Pinewood’s only business activity involved tlaenBela project and the
technology project that was abandoned in August 2000. Mercawile the
initial payments were limited to $28,000, one could reasoretggct them to be
the beginning of a series of large payments to be madenbw®od.

Neilson’s July 24, 2000 meeting with Civelli

1 91 At his interview in December 2002, Civelli told BCSC stait, in July 2000,
Neilson presented the opportunity to him “as if it wasady done”. Civelli said
he assumed that the Pinewood board was alreadydehlsecause Alexander
was “pretty close to the board”.

Neilson’s July 28, 2000 letter to Alexander

192 On July 28, 2000, Neilson sent a letter addressed to Alexahtles West
Esplanade premises, to report on his meeting with Cimelluly 24. This letter is
consistent with Neilson’s July 10 letter that mentaaeluly 24 meeting and with
Civelli's evidence that he met with Neilson in July 2000is letter is also
consistent with subsequent events. Neilson wrote tivallCCommitted to
providing the US $5 million bank guarantee requested by the i
government and had said it would not be a problem for hiaise up to US $5
million in financing for Pinewood. Neilson said Civedid not think that he could
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raise much more than that within the next few montleslson also reported that
“it was understood [between him and Civelli] that welmiwell have to bring in
[joint venture] Partners to pay for as much as [80%hefExploration Program”.
Accordingly, Neilson revised his estimate of the fungdiequirement for
Pinewood itself to US $6 million over two years. Hote:

... we have plenty of time to raise money for Pinewood amtlJoint
Venture Partners if things do not unfold as quickly as we hope.

1 93 Alexander testified that he did not receive the July22®0 letter because he was
on vacation sailing:

Q ... Were you in the office at all during that sunitmer

A | don't recall. | don't think | was. | was ugeth [Sechelt, etc] most
of the time. | may have gone up to Whistler ... that ylear that
was about it.

1 94 Alexander’s credit card statements, however, shaty tn July 28, 2000, the day
Neilson’s July 28 letter was sent to Alexander, he wgslg a computer from a
West Vancouver store.

1 95 Notwithstanding this evidence on his whereabouts, Alexacwigimued to deny
he had received the July 28, 2000 letter. We do not believertumefind that
Alexander received the July 28, 2000 letter from Neilson, or wasvare of its
contents

Eilers’ August 3, 2000 payment to Neilson

1 96 On August 3, 2000, Eilers (through Buzz) sent US $3,000 to Nellsdwer
interview, Eilers told BCSC staff that Neilson needaalds urgently and she was
unable to locate anyone who could approve the payment. Aogtydshe sent
the funds from Buzz, on the belief that either AlexaraePinewood would
reimburse her, depending upon whether or not the Gambeé&cpvas “assigned
to Pinewood”.

1 97 Elilers’ testimony about the uncertainty over who woeidnburse Buzz is
inconsistent with her evidence about the July 11, 2000 paynvemth she said
she assumed the directors of Pinewood had approved Iséfsegned the
cheques. At that point, therefore, she knew that Rinelwas paying Neilson’s
expenses and she should have expected reimbursementJd #8000 from
Pinewood.

Neilson’s August 22, 2000 letter to Civelli
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1 98 Neilson sent a letter to Civelli dated August 22, 2000. INgilson referred to a
conversation he had on August 18 with Alexander, concerhegroposed
wording of a bank letter relating to the US $5 millionbgoarantee:

[Alexander] told me on Friday (August 18) that you haveeconcerns
about the wording of the proposed Bank Letter that | ladlzed to my
letter of August 7, 2000. He said that the way | had wordetetter, the
... Bank would very likely require you assign US $5.0 Milliorthe Bank
in support of the Bank Letter.

1 99 Neilson amended the proposed bank letter in responsgeth’€ concerns.
Civelli's bank sent the amended letter to the CommkBaak of Ethiopia on
August 25, 2000.

9 10QCivelli told BCSC staff that he spoke to Alexander frametto time about the
Gambela project. This is consistent with Neilson’sletf August 22, 2000.

1 101Alexander testified that he did not speak to Neilso@igelli about Civelli's
concerns about the bank letter on August 18, 2000, or on hewyady, and that
he was on vacation sailing on that date.

1 102Alexander’s credit card statements, however, shaivhib was in Vancouver on
August 18, 2000, the day that Neilson said he spoke withCriedit card records,
for the third time, contradict Alexander’s testimonylosiwhereabouts.

1 103VNe do not believe Alexander’s testimony amel find that Alexander and
Civelli discussed the bank letter and, following that, Néson and Alexander
discussed the bank letter on August 18, 2000, as described\ilson’s letter
of August 22, 2000 to Civelli

1 104N\eilson’s August 22, 2000 letter to Civelli also referredrmppsed travel plans
for him and Alexander to fly to Zurich on September 8 totmeth Civelli before
Neilson flew to Ethiopia on September 12:

The three of us could then sit down on Sunday and/or Motaddiscuss
the Gambela Project and the re-organization of Pineweéate | fly onto
[sic] Addis to finalize the PSA.

1 10%Alexander testified that he met with Neilson twizeJuly 2000 and January
2001, and that he did not go to Zurich in September 2000. Hig& cesd
statements, however, show that, on September 10, 2008whéancouver-
London-Zurich. Under cross-examination, when confronteld thie credit card
evidence, Alexander changed his testimony and admitteti¢haent to Zurich



2007 BCSECCOM 645

and admitted he met with Neilson in September 2000. $higeifourth time
Alexander’s testimony regarding his whereabouts is isistent with the credit
card evidence.

Neilson’s September 3, 2000 letter to Alexander

1 1080n September 3, 2000, Neilson sent a letter addressedxantller at the West
Esplanade premises, referring to a future meeting bethigeand Alexander on
September 5, the day after the Labour Day weekend. Tibe d¢$0 set out the
following:

» Ethiopian government officials were ready to presem¢Wwood’s
application for the Gambela PSA to the Council of Mams for their
approval as soon as they received the directors minttisewood
authorizing the incorporation of a subsidiary, Gamigs#&oleum
Corporation, the appointment of Neilson as presidela @nd a director
of the company, the appointment of Ernie Pratt as exfior manager,
and the authorization for Neilson and Pratt to sigrP84,;

* Neilson wanted the Pinewood directors to sign a participagreement
with him to ensure that he received a royalty and dofemtroducing the
Gambela project to Pinewood;

* two prospective joint venture partners had expressed sthtiare
participating in the Gambela project; and

* Neilson wanted to meet with Alexander to obtain his contsand
suggestions.

1 107Alexander said that he did not receive the Septem®0®) letter and he said
that, although he was back in town by September 5, he tishewt with Neilson
on that date. Alexander admitted, however, that hemtletNeilson in
September. The only September meeting date referredhe @vidence is the
September 5 meeting that Neilson mentions in his Sepgteiletter.

1 108\eilson’s September 3, 2000 letter is consistent with suiese events.

9 1090n September 6, 2000, Neilson incorporated GPC, making hirRratidthe
directors and himself president, secretary and treasurer.

9 1100n September 7, 2000, as requested in Neilson’s Septemitar 3tkee Pinewood
board approved the incorporation of GPC, and the appoittwhés directors and
officers, and authorized Neilson and Pratt to sigrptioposed PSA.

9 111Taking into account:
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* Alexander admitted going to Zurich,

* Alexander admitted meeting with Neilson in September 2800,

* the fact that Neilson’s September 3, 2000 letter is sterdti with
subsequent events,

we do not believe Alexander’s testimony that he did ncgive the September 3,
2000 letter from Neilson ange find that Alexander received the September 3,
2000 letter from Neilson, or was aware of its contents, antiat Alexander

and Neilson met to discuss it, either on September 5, 20009eptember 6,
2000.

Pinewood directors’ meeting on September 7, 2000

1 1120n September 7, 2000, at a directors’ meeting, BrewsteFamworth discussed
the Gambela project. Eilers also attended the meédihmgboard approved the
incorporation of GPC as a wholly owned subsidiary of Wouwd and the
appointment of Neilson and Pratt as its directors,98aibs president and CEO,
and Pratt as exploration manager. The board alsoragtidNeilson and Pratt to
sign the proposed PSA on behalf of GPC.

1 113Brewster told BCSC staff there was no formal presemtdo the board about the
Gambela project, and there was “very, very littleSadission by the board about
the project and no discussion about either the cosegirthject or how much
money Pinewood would have to raise to fund it. He ‘Sad@besn’t take a person
more than a minute to decide ‘Let’s go for it”. He sagias aware, at the time
of the meeting, that Alexander was in favour of it Imgtvertheless, he said he
exercised his own judgment independently and decided toatkied like a good
opportunity. Brewster said the board received no Ibgefinaterial. There is no
reference in the minutes of the board meeting to aeyithgi material, despite the
fact the project involved a US $5 million bank guarantekaminitial exploration
budget of US $30 million, both significant amounts for Pioeu

Gambela project after September 7, 2000
The PSA application — September 26, 2000

1 114GPC submitted its PSA application to the Ethiopian govemime September 26,
2000.

Neilson’s October 11, 2000 letter to Alexander
9 1150n October 11, 2000, Neilson sent a letter addressed tondlexat the West
Esplanade premises, referring to:

* Neilson’s discussions with the Ethiopian Prime Ministeifice, the
Ministry of Mines and Energy, and the Environmental Dapartt,
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» a 155 kilometre road that had to be built into the explomadrea to
provide an access route for the seismic crew, and
* Neilson’s request that US $5,000 be transferred to payohés till.

1 11eEilers responded to Neilson’s letter on the same datieindicated that she would
transfer the funds “once | have the approval of terd’.

1 1170n the same date, Eilers wrote again to Neilson tleatssnt the wire request to
David [Alexander] this morning and he processed the trassfgou should see
the US $5,000 Thurs, or more likely, Friday”. Eilers atsdated that a note
from Alexander was attached.

1 118lexander’s note to Neilson included the following:

... I have read your last fax and it seems to me thaw @feer ministries
have shown an interest in our conceived project.

It may help to get on the good side of the military bycgong help from
them to clear your 155 milsig] path to our proposed seismic camp. This,
of course, would be done under contract. As we go furtitartiae project
we are going to have to make friends with these guysanyPerhaps just
a meeting with the right guys to show respect for thealdcdo us good,
and who knows we may seriously need their help one dagy Wil
certainly not come to you. It's worth a thought and dismusjust to let
them know the plan. Go to the top via an introductiomftbe Prime
Minister after the signing. This would be your next caditiaps they can
help, perhaps they can’t. Either way we win by offeoing hand in
friendship. Seek out the right guys and get them on our side.

...All the best my friend, great work! Money is being stenbail you out
of the ‘poor house’.

1 11%Alexander testified that he did not receive Neilsoatser of October 11, 2000.
During cross-examination, he testified that he “didedall ever seeing that
letter”. Then, still under cross-examination, heitiest that the information he
included in his note of October 11 to Neilson “could havenljrem] a phone
call” with Neilson. In his response to Neilson’s Oatoli1 letter, Alexander
wrote, “I have read your last fax”, he referred to the othiaistries Neilson had
discussions with, he gave Neilson advice about the 155 &itemoad Neilson
spoke of and he referred to the money Neilson requesitedatters that Neilson
wrote about in his October 11, 2000 letter. The evidenceauticts Alexander’s
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testimony. We do not believe Alexander avelfind that Alexander received
the October 11, 2000 letter from Neilson.

1 12CEilers told BCSC staff that Neilson had consistes#lgt correspondence
addressed to Alexander at the West Esplanade premisestheugh he had been
told not to do so:

| did on occasion tell Mr. Neilson that he should notoiing to Terry
since Terry was not involved in the company. Terry Wasy, Pinewood
was Pinewood, and to keep the two separate. Mr. Neilsear seemed to
gather that.

1 121Regardless of what Eilers said she told Neilson, ¥igeace shows that Neilson
sent almost all his correspondence about the Gambelaipi@jalexander.

Neilson’s October 18, 2000 letter to Alexander and Civelli

9 1220n October 18, 2000, Neilson sent a letter addressed joanfliexander at the
West Esplanade premises and to Civelli at his busirdebess, entitled
“Financing of Pinewood Resources Ltd for Gambela Oill&gtion Project”. It
included the following:

It is now time to start thinking about the financing aié¥ood Resources.

... [Pratt does not] want to go to Vienna or Khartoum [tk vath
prospective partners in the project] unless [he feels]hieahas] a ‘real’
company behind [him]. ...

To make a long story short, [Pratt’s] idea of a ‘realmpany is a company
with a minimum of US $3.0 Million in the bank ... ideally§ $5.0
Million.

| am the first to appreciate that it is a chicken ands#tggtion. There
would be no problem raising [the money] if we have signedeagents
with [the prospective partners] ...

... We are both shooting for a January 15 start-up date.

But as [Pratt] points out, we can't really do anythingesalwe have a
minimum of US $3.0 Million in the bank.
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So | would appreciate your both giving some thought to thedjrof

putting some money into the Company. Whether we rumsetbis

season or not, there are going to be some sizableoatalks required
between now and thé'bf January, e.g., our first year’s Land Rentals (US
$61,460.) are due 30 days after signing [of the PSA], the éests/

Training Program payment (US $60,000.) is due January 1 ...

... please give some thought to the financing of the Compadyeame
know what you have in mind.

1 123Alexander responded to Neilson’s October 18, 2000 letténedosame date:

If you didn’t already know | will remind you again. GaflCivelli] and
myself raisedll [Alexander’'s emphasis] the equity funds for Arakissel
to US $150 million.

Please don’'t embarrass me by cc.ing a ‘copy of doulntiytpartner in
Switzerland. | don't tell you where to drill your expltica holes, please
let us do oufAlexander’s emphasis] job. We don’'t have a chicket) so
how can you have an egg, let alone cook it!!

We trust you to do your job as professionals, pleassasléib ours as
promoters. If you want a ‘real’ company you will find tifabhewood is a
real company with real, influential people behind it, pstArakis once
was. Yes, everybody is at risk here, but if you wamskdess deal go drill
development wells in the ‘Foothills’. Yes, it will tak®eme time to raise
the entire capital we will need to accomplish our mdimte goals, but it
will be raised.

I’m sorry you guys lost face in Khartoum on your lasaldbut today is
here and we, as a team, will pick ourselves up and dustiofiritches.
Never give up, never surrender.

1 124Alexander testified that, once Pinewood got involved;desed to look for
financing for the project, other than as part of a backap jpl case Pinewood
dropped out. Alexander’s evidence is contradicted by Nessletter of October
18, 2000, and Alexander’s response to it. There is no neferi@ Civelli’s,
Neilson’s or Brewster’s evidence to Alexander’s backampCivelli's evidence
was that, at their June 2000 meeting, he and Alexander sistuarious
financing options for Pinewood and that Alexander told henwbuld not raise
any money.
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1 12%Alexander produced no evidence that, in our view, corroéstas testimony that
he was working on some kind of backup plan.

1 12@n Alexander’s October 18, 2000 letter to Neilson, Alexarabnowledged that
he and his “partner” Civelli were responsible for fiogg the Gambela project
We do not believe Alexander’s testimony about the backap folr the Gambela
project andwve find that, in Alexander’'s October 18, 2000 letter to Neitm,
Alexander acknowledged that he and Civelli were responsibler financing
the Gambela project for Pinewood.

Neilson’s November 5, 2000 request for funds

9 1270n November 5, 2000, Neilson sent a letter addressed tamfdek at the West
Esplanade premises, requesting US $7,000 to cover past anchiotieirbills.
Eilers responded to Neilson on November 6, 2000:

Received your faxes from this weekend. Once Terry [Aldgg gets to
the office | will request approval on the wire transfer

1 1280n the same day, Eilers faxed Neilson confirming thardguested US $7,000
had been wired to him.

1 12%Alexander testified that he had never seen the Novei 000 letter and that he
never approved Neilson’s invoices for payment by Pinewéddhe did was give
advice to Eilers that amounts were reasonable. He sagkgsience in Africa
enabled him to examine Neilson’s Ethiopian costs foromaseness. The costs
Alexander was asked by Neilson and Eilers to approve typically travel costs,
and, in this case, hotel bills. They were not costscaed with some specialized
African oil exploration activity requiring special expsetto assess.

1 13CEilers’ statement in her fax of November 6, 2000 thatwebuld seek approval for
the transfer once Alexander returned to the officeahaisg of truth to it.

1 131We do not believe Alexander ang find that Alexander received the
November 5, 2000 letter from Neilson, or was aware of its conten and that
Alexander approved the US $7,000 payment to Neilson.

PSA updates before November 8, 2000

9 1320n October 11 and 18, 2000, and November 5, 2000, Neilson gerd le
addressed to Alexander at the West Esplanade premiseartizang other things,
discussed the status of the PSA. We have found that idexaither received
these letters or was aware of their contents. Qnléec 31, 2000 and
November 1, 2000, Neilson sent additional letters addregsilgtander at the
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West Esplanade premises that included discussions aleostathis of the PSA.
Alexander denied receiving these letters.

9 133rhe October 31, 2000 and November 1, 2000 letters provided PSA sjpaathd
the letters sent by Neilson on October 11 and 18, 2000 aveiniNeer 5, 2000,
and are consistent with Neilson keeping Alexander up ®aagll matters
relating to the Gambela project, including expenditutesprganizational
structure, the exploration program, contracts, budgetsedatibnships with the
Ethiopian governmentVe find that Neilson sent the October 31, 2000 and
November 1, 2000 letters to Alexander and that Alexander receide¢hem, or
was aware of their contents.

November 8, 2000 Pinewood directors’ resolution

1 134&ffective November 8, 2000, the directors of Pinewood passesbaition
authorizing Neilson alone to sign the PSA on behaGBC. The directors
reviewed the draft PSA and asked Pinewood’s solicitor quresstibout it. None
of them spoke to Neilson about it. There was no eviddratethe directors and
officers of Pinewood had any other involvement in seguttie PSA.

Neilson’s November 14, 2000 letter to Alexander

1 1350n November 14, 2000, Neilson sent a letter addressed tarAlex at the West
Esplanade premises, enclosing a proposed budget for theetaasris mic
program and a PSA update. He said that he had “been pnogedth the Project
under the assumption that the PSA will be signed thekyend that the funding
will be available shortly thereatfter to facilitateetordering of all of the camp
facilities [etc]”. He also asked Alexander to provide&ny comments you might
have on the attached budget”.

9 138n the letter, Neilson informed Alexander of R Co’smst in the Gambela
project and that he told R Co they could participatbenGambela project, taking
a 25% interest.

9 137Alexander admitted he received the letter.

Neilson’s November 17, 2000 letter to Pratt

9 138n a letter from Neilson to Pratt dated November 17, 2B@ilson referred to a
conversation he had with Alexander about the Noverhfhdetter Neilson wrote
to Alexander:

| had a long telephone conversation with Terry Alexamag night. As
you know | sent him my Budget a couple of days ago...
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‘Terry, what you have to decide, is whether you wamtitoseismic this
winter, or are happy to wait for a year. At this junefurecause we are
running so late, | personally don’t care. It's your call!

‘lan, Christmas is already here. There is justvay we can put that kind
of money together before Christmas. So I think waikhust plan on
running the seismic next year. It will give us all softime to raise all
the money we need. We might be able to raise the id®I8$30 million.’

1 13During cross examination, Alexander denied he had providedliseain those
exact words:

Q Yeah. And then in quotes is your response, thepagagraph,
"lan, Christmas is already here, there is just ng tliat we can put
[together] that kind of money before Christmas, sorikhve
should just plan on running the seismic next year. lignke us
all sorts of (read in) whole U.S. $30 million.” Thaés your
response, wasn't it?

A This is a letter to Ernie Pratt from lan Neilsbdpon't have
anything to do with this letter.
Q That wasn't my question, sir. My question is, i jgead to you a

purported quote of yours, Mr. Neilson is saying you said this. |
saying to you -- you did say this?

A Well, | didn't.

Q So you admitted you got the budget, you admit there wherse
call, you admit you talked about seismic, but this lagt, plaat's
false, is that what you're saying?

A Yes.

1 14QAlexander admitted to the phone call referred to in thedwber 17, 2000 letter
from Neilson to Pratt. He admitted talking to Neilsonwthibe budget and about
the seismic work. He denied talking to Neilson about fiman The day after
Neilson and Alexander spoke on the telephone, Neilsontke letter to Pratt,
telling him about the phone conversation. Alexandergnesy that Neilson
correctly advised Pratt about everything except the fingrdoes not make sense.
We do not believe Alexander ame find that Neilson and Alexander discussed
all the matters outlined in the November 17, 2000 letter fronNeilson to
Pratt, including financing.

Neilson’s December 1, 2000 letter to Alexander
9 1410n December 1, 2000, Neilson sent a letter addressed tantlexat the West
Esplanade premises, in which he wrote:
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... Terry [Alexander], | hope that you are aware thatfitlsé years §ic]

land rentals of US $61,420 are due and payable 30 days following the
execution of the PSA, and the first years Training Gloution of US
$60,000 is due and payable on January 1. ...

| have recently fine-tuned the draft Farmout and Conveggrisic|
Agreement that [VP] prepared back in September for [piaten
participants]. | have attached it hereto for your nevéexd comment.

1 142Alexander denied receiving this letter.

9 143rhe contents of the letter are consistent with oth@ence of Alexander’s
involvement in the project. Neilson did not speak to arthefinewood
directors. His letters of July 10 and 28, 2000, October 18, 200&rzer 14,
2000, and December 1, 2000 show that he expected Alexandeaio fiancing
for the Gambela project for Pinewood. As his letteAlexander of November 14
shows, he looked to Alexander for advice on the budgehéseismic program.
He expected Alexander to approve his expenses and we hadetiatin
Alexander did approve his expenses. In this letter, timncked Alexander about
the upcoming land rental payments and training contributionsldgesought
comments on a draft Farmout and Conveyance agreemerdoWot believe
Alexander andve find that Alexander received Neilson’s letter of Deaaber 1,
2000, or was aware of its contents.

Appointment of Eilers, David Alexander and Pinewood’s solicitor t63R€
board

1 1440n December 5, 2000, Eilers, David Alexander and Pinewoodéstgolvere
appointed as additional directors of GPC. In his intaryRinewood’s solicitor
told BCSC staff he had recommended to Brewster thatM@me increase its
control over the GPC board “so that they would knowctyavhat was
happening with Gambela and what lan Neilson was doing”.

Neilson’s January 15, 2001 letter to Alexander

1 143:Notwithstanding the new GPC board appointments in Deceatli¥), Neilson
continued to write to Alexander. On January 15, 2001, headetter addressed to
Alexander at the West Esplanade premises, about thé&aproject “for your
presentation to your prospective investor”. Neilson, asgaetsand CEO of GPC,
signed the eight-page letter. The letter stated (on Page

We are now contemplating the funding of the US $30 amilExploration
Program. We are in a position to either fund the t@atirely in
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Pinewood and retain a 100% interest in the Concesaioiatake on one
or two partners to reduce our capital outlay. In thenewe take on a
partner, we are contemplating a joint venture pursuawhtoh the partner
will participate on the basis of paying 60.0 percent otths of the
proposed US $30 Million Exploration Program in returnda¥8.0 percent
Participating Interest in the Concession. ... Thudhiatjincture we are
considering the possibility of taking on one partner intagdto [S] that
would pay 50.0 percent of the cost of the proposed US $30i0rivi
Exploration Program in return for a 40.0 percent intdreie
Concession.

1 14RAlexander testified that he telephoned Neilson totkaythe letter did not
accurately reflect his role and he asked Neilson to éand\eilson replaced the
word “investor” on page 1 with “participant” and made otrersequential
changesWe find there was no significance in changing “investor” to
“participant” and that the letter was still to be used by Alexander to solicit
financing for the Gambela project, for Pinewood.

Pinewood’s January 26, 2001 press release
1 1470n January 21, 2001, Neilson sent a letter addressed to Arxainthe West
Esplanade premises, saying:

Now Anne [Eilers] told me on Thursday that you would like to draft a
news release that the Vancouver office could put out®mite service
covering the signing of the PSA... Accordingly, | have mrhsthing
together that | think is appropriate without being too praonai. Not
knowing how long a news release you wanted, | have pusposale it a
little on the long side so that you can cut back assgaufit.

1 148lexander testified that he did not tell Neilson tegmre a press release, nor did
he instruct Eilers to do so. He said he did not receigde¢tter and, in any event,
it was not his role to prepare news releases, that veagsier's job. Brewster
told BCSC staff that Eilers and Pinewood's solicitaaftird the release, based on
the information received from Neilson, and he [Brewstviewed it, but
primarily for excessive “hype”. He said he did not revawerify the technical
information it contained or discuss the contentseffiress release with Neilson.
Brewster said he relied on Neilson’s expertise, but eiddhhe had neither met
Neilson nor spoken to him. On January 26, 2001, the pressealent out under
Brewster’'s name, on behalf of the board of Pinewood.

1 149Neilson prepared the initial draft of the press reledsewas the person most
qualified to do so. It is improbable that Neilson would hanepared the draft
press release on his own initiative. Brewster said ¢heali instruct Neilson to
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prepare the draft press release. That said, we have nobarating evidence that
Alexander instructed Neilson to prepare the presasele/Ne do not, therefore,
make a finding that Alexander instructed Neilson to drafptiess release.

PSA updates after November 8, 2000

1 15C~ollowing the directors’ resolution of November 8, 2000,|$¢si provided
Alexander with further updates on the PSA on November 14, 20@®December
1, 2000. Alexander admitted receiving the November 14 letig¢mwe found that
he either received the December 1 letter, or was agfate contents. On
November 24, 2000, December 6 and 9, 2000, and January 21, 2001, Bkeiison
additional letters addressed to Alexander at the Wedakade address,
containing PSA updates. Alexander denied receiving thesesleftee November
24, 2000, December 6 and 9, 2000, and January 21, 2001 letters pRSked
updates, as did all the letters referred to under thergB&A updates before
November 8, 20Q@nd as did the November 14, 2000 and December 1, 2000
letters referred to above. They are also consistéhtNeilson keeping Alexander
up to date on all matters relating to its Gambela projeciuding expenditures,
the organizational structure, the exploration program,raots, budgets and
relationships with the Ethiopian governméme find that Neilson sent the
November 24, 2000, December 6 and 9, 2000, and January 21, 2001 letters to
Alexander and that Alexander received them, or was aware a@heir contents.

9 1510n or around January 24, 2001, the Ethiopian government siga&tbA.

Neilson’s January 29, 2001 letter to Alexander

1 152Neilson sent a letter addressed to Alexander at thé B#éganade premises on
January 29, 2001, about potential oil reserves in a portithrea@rea covered by
the Gambela PSA. Alexander testified that he receivedetter.

Neilson’s January 31, 2001 letter to Alexander

1 153eilson sent a letter addressed to Alexander at thé B#égxanade premises on
January 31, 2001, about the funding requirements for a wiatde program. He
said a total of US $1,200,000 would be required “to see us throungB30”. In
the letter, Neilson stated he hoped that R Co wouldhaibto a 25% participation
in the exploration program and write a cheque for US $787&0(h two weeks.
He mentioned other less certain possibilities for fagdthen said:

| am very interested in any comments you [Alexanderhiive ...
especially your thoughts on the timing of raising any moneypar end.

1 154Alexander admitted that he received the January 31, 2Q64 dé&d that he
provided Neilson with “input” about the budget, using his expeadrom Sudan.
He testified that he had asked for the letter becawsasituseful for his backup
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database. He testified that he was getting ready itdwis potential participants
in the Gambela project in Houston, Texas, in casen®iod had to drop out. He
testified that it remained Civelli’s role to find money fdinewood itself, and his
role continued to be limited to a backup platexander would have us believe
that, within days of signing the PSA, he was working tmaekup plan. We do not
believe Alexander ande find that a plain reading of Neilson’s letter
contradicts Alexander’s testimony that he was working only on &dackup

plan.

Pinewood’s February 2, 2001 press release

9 15%0n February 2, 2001, Pinewood issued a press release ab®8BA, elaborating
on the January 26, 2001 press release. Brewster saiddtddied the release and
Pinewood'’s solicitor reviewed it. Brewster also saidllienot talk to either
Neilson or Pratt about the release.

Civelli's February 5, 2001 email to Eilers

1 15680n February 5, 2001, Civelli sent an email to Eilers, phiogi details of “two
more people for [Alexander] to contact regarding the al'dd he two parties
were both US oil companies that Alexander testifiedibenot contact. Alexander
argues that this email corroborates his testimony absediaakup plan. We do not
see how Civelli's email corroborates Alexander’sitashy about the backup
plan. Civelli never mentioned the existence of a bagiap in his interview, this
email, or any other correspondence. This email simgyiged Alexander with
two more names to contact about financing the Gambejagbifor Pinewood.
We find that Civelli’'s email does not corroborate Alexanders testimony that
he was working only on a backup plan.

Alexander’s February 6, 2001 meetings in Texas

1 157Alexander testified that entries in his day-timerFebruary 6, 2001 referred to
the international exploration director and the chamrof two major oil companies
he was planning to meet, to discuss the Gambela projectaid:

Q And so was this part and parcel of your separatdroote Mr.
Civelli to develop a plan and backup in the event PineWaited
to implement?

A Yes. | had developed that database, which | hadgasived the
last little pieces to and as soon as | had that in hareiht and
visited both [of them] over a period of three days iruston.

1 15&8e testified he took with him a “volume” of material ®ach company. On
further questioning from the panel, Alexander said:
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Q Then in January of 2001 there was the signing of the PS
agreement with Gambela and the Ethiopian government; righ
Yes, there was.

Q And at that point in time or soon thereafter thatically |
understand that you arranged the meeting in Houston wigm@A
B]?

A Yes, | did.

Q And when you went down there to meet with themprfg benefit

I'm not fully familiar with the oil industry, what exéyg were you
looking for from them?

A | was looking for anything. [our emphasis] | had sort of
highlighted both those companies as major corporati@istd
operations in Africa, that would need a project of tiae $0 be
able to interest them in committing to a wild csit] exploration
program six, eight months down the road. It was really
introduction project, so | presented the data to bothocates $ic]
and both their technical directors, and that's wiokd.|

Q So when you went into their respective offices, wiece you
representing?

A Myself and Mr. Neilson.

1 15%Alexander testified that he met with two “major” odmpanies over three days to
discuss the Gambela project. Alexander said he was refirgsenly the interests
of himself and Neilson at these meetings. Alexantser admitted that he was
“looking for anything”.

1 160/hen he met with the oil companies, GPC was the haolfithe PSA, and was a
wholly owned subsidiary of Pinewood. Neilson was adawor of GPC and its
CEO. The only marketable interest Alexander had in theli&ta project was his
shareholding in Pinewood. Alexander arranged and participatée imeetings
without the approval of the Pinewood board. He disregaBdedster’s request to
bring any interested parties directly to the board. Waaddelieve Alexander
was working on a back up plan or that he was only repragadeilson and
himself.We find that, at the meetings in Texas, Alexander was solifing
investors for Pinewood.

Neilson’s February 6, 2001 letter to Alexander

1 1610n February 6, 2001, Neilson sent a letter addressed tontllexand Civelli at
their respective business addresses, saying that R Cd praydose a US $15
million private placement in Pinewood, rather than at je@nture partnership as
they had all expected. This would provide sufficient fuiadget the exploration
program started. Eilers sent a copy of this letteréd?inewood board.
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Neilson’s February 16, 2001 letter to Pinewood

1 1620n February 16, 2001, Neilson sent a letter addressed Rrn@ood board,
reminding them the PSA would be terminated if the US $127,466gawithe
Ethiopian government was not paid by February 23, 2001.

US $140,000 financing in February and April 2001

1 1630n February 22, 2001, Civelli arranged for a loan of US $130,000 drclient to
cover GPC’s required payments to the Ethiopian governrenApril 9, 2001,
Civelli arranged for the client to make an additional®18,000 loan to fund
Neilson’s hotel expenses.

1 16Brewster told BCSC staff that he had no knowledge @ti8 $140,000 loan until
after it was made:

Q Okay. Tell me, Mr. Brewster, who negotiated thiiloa behalf
of Pinewood?

A This was never done. This loan happened without my ladne.
The money flowed without my knowledge and I'm saddled with

after the fact.

1 16%Alexander said that he was not involved with the ld&@iaelli told BCSC staff
that he did not discuss the US $140,000 loan with Alexa@ieelli said the
additional US $10,000 was sent at the request of Neilson.

1 1660n April 18, 2001, Eilers faxed Neilson a note “From AnneTierry”,
purportedly from Alexander:

lan,

Received your request for further funds. Please provide baekpgnse
reports for the outstanding amount from your last expesert, plus
back-up §ic] for the US$130,000. and US$10,000. forwarded to you by
Carlo [Civelli] as per my request.

Once we receive your completed reports we will wismsfer additional
$$.

Regards,
Terry

1 16 We find that a plain reading of this note shows that Alexaner directed
Civelli to forward a total of US $140,000 to cover the US $130,000 and US
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$10,000 payments referred to above and, in doing so, approved those
payments, including Neilson’s expenses of US $10,000.

1 16&ilers, when questioned in her interview with BCSCfsthbut whether she sent
the note to Neilson for Alexander, said:

Q ...did you send this fax to lan Neilson in April of 2001?
A | believe | did

Q ...why is Terry sending this fax to Mr. Neilson?

A | don’t know

Q Did you ever ask him?

A No

Q Is there any particular reason why you wouldn’t [ask] hi?
A ... | mean, | get asked to do something, I do it.

1 16%Alexander said that he had not authorized Eilers to gesdote. He said that
Eilers was having “trouble” with Neilson and she mightéhased his name to
give her request more authority. Eilers’ testimonytcadicts Alexander’s and she
had no reason to misstate the facts. We do not belilevender andve find that
Alexander authorized sending the April 18, 2001 note to Neilson.

1 170Neilson consistently looked to Alexander, not Civellr, éverything about the
Gambela project; including payment of his expenses, the aegamal structure,
the exploration program, contracts, budgets, and retdtipa with the Ethiopian
government.

1 171Civelli would not have provided the funds without authofibm either
Alexander or someone in authority at Pinewood. We kti@at/the directors were
unaware of the loan and there is no suggestion in thkese that Eilers or David
Alexander might have approved borrowing the money.

1 172t makes no sense that Alexander would allow the PSapse just 30 days after
it was signed because of non-payment of the required @mowmg to the
Ethiopian government. We would also have expected thabAter would warn
his “partner” Civelli if he intended to abandon the projdoreover, Alexander’s
subsequent actions in dealing with R Co on the sale osJiAewood shares and
his attempts to revive the project by his letter to Cieie headinglexander’s
May 24, 2001 letter to Cive)land his three letters to the Ethiopian government
(see headingBlexander’'s May 17, 2001 letter to the Ethiopian Governraadt
Alexander’s May 25 and June 7, 2001 letters to the Ethiopian Govemanerdll
inconsistent with someone who was prepared to allow 3#et® lapse in
February 2001.
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1 173n light of all this, together with our finding that tigril 18, 2001 note from
“Anne for Terry” shows that Alexander instructed Civedl send the US
$140,000 to Neilson, we do not believe Alexander’s testimonyhinatas not
involved with the loan ande find that Alexander was involved in managing
the US $140,000 financing for the Gambela project for Pinewood.

February 26, 2001 independent geologist’s report

1 1740n February 26, 2001, an independent professional geolsgistd a three page
report, addressed to the Pinewood board, on the hydrocaobemtial in the area
of the Gambela project. There was no evidence as tacanmissioned the report
and why. Brewster told BCSC staff that he read the report

R Co’s March 13, 2001 proposal
1 1738y letter dated March 13, 2001 addressed to Alexander and Civé&lio
proposed:

* to, within 14 days, enter into a subscription agreemeptitchase
10,000,000 Pinewood common shares in a private placeme& $1.850
per share; and

* simultaneously, to purchase the shares of Pinewood heldlAyat the
same price.

1 1768\egotiations with Alexander for the sale of JTA’'s Pioed shares continued
after this date, and the final draft of the share purchadesale agreement
between JTA and R Co contained a condition preceddotiass:

the Seller [JTA] shall have obtained the approval efBhtish Columbia
Securities Commission to the transfer of the [Pinewsi@des] to [R Co]
pursuant to [this agreement].

9 177The sale was to close (and the condition precedent fidftied) by the date of
the completion of the private placement in PinewoAd.it turned out, R Co did
not complete the private placement with Pinewooddadahot purchase JTA’s
Pinewood shares.

Neilson’s April 9, 2001 letter to Pinewood

91 1780n April 9, 2001, Neilson sent a letter to Pinewood askindufads for his hotel
expenses of US $10,000. On or about April 10, 2001, he followedth@wte
to Alexander, indicating that he had just received US $10r00@ Civelli and
that he needed additional funds by the middle of theviatig week. Alexander
denied receiving this note from Neilson.
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1 17%Eilers responded to Neilson on April 18 saying, “l have spoadrerry
[Alexander] and he has agreed, so | will be transfetd8gb10,000 to the bank as
before”. According to an April 25, 2001 note from Eilers wildbn, Eilers
transferred US $10,000 to Neilson on April 19, 2001.

1 18QAlexander testified that Eilers brought Neilson’s expsrieehim and asked
whether the costs were in line. He said he did net Yis comments as
“approval’. Alexander also said that Eilers never askediapproval of
invoices, but occasionally asked for his advice on whétledson’s budgets and
billings were in line, based on his experience in Sudan.

1 181We have already found that Alexander approved paymeiisiteon on July 11,
2000 and November 6, 2000. This payment, like the others, invbbteticosts,
not complex expenditures requiring special expertise. @gae, there was no
evidence the Pinewood directors were involved. Finallgr&told Neilson she
had spoken to Alexander and “...he has agreed, so | will beférang US
$10,000 to the bank...”. We do not believe Alexander’s testimadya find
that Alexander received the April 10, 2000 note from Neilson, avas aware
of its contents, and approved the April 19, 2001 US $10,000 payment to
Neilson.

Brewster’s April 11, 2001 email to Eilers and Civelli
91 1820n April 11, 2001 Brewster emailed Eilers and Civelli, askirgm to instruct
Neilson to draft a budget, which was needed to address ragulatuirements.

Brewster’s April 18, 2001 email to David Alexander
9 1830n April 18, 2001 Brewster emailed David Alexander:

| understand you are working on the Gambela + Pinewood budgeitild
appreciate you forwarding me a copy so | can review #0 Alunderstand
you are working possibly from budgets put together by lan. Aayce
you could fax that to me??

9 184There was no evidence that the directors of Pinewood ineolved in budgets
for the Gambela project before April 11, 2001.

Neilson’s May 8, 2001 letter to the Pinewood board

1 1850n May 8, 2001, Neilson sent a letter addressed to thev&aaeboard, advising
them that R Co had not provided the US $5 million bank gueeaantd that, after
various extensions, the PSA deadline for provision obtnk guarantee would
expire at the end of the day. He said he did not thindohdl get a further
extension from the Ethiopian government unless someoretwappear in the
next few days with the money in their hands.
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1 1880n the same day, Eilers responded to Neilson’s letter:
...l will forward to Terry [Alexander], have you sent tar® [Civelli]?

The bottom line here is that we want the deal. Howgwvscratch together
financing at this late date we will need at least agndl clear month and a
half. That would be a month and a half from the timeeare notified to go
ahead and try (i.e. we get an extension) we cannot gioatiacfers and say
we thing we might still have the deal how about puttipgsome $$. We
have to have a firm commitment to go on, and then ggsttefinanciers.

lan, if you want to continue, between you and me, yest method is to
speak to Carlo immediately!! Then speak to Terry ormdothas had
time to talk to him first.

1 18 Noteworthy is that, upon receipt of the letter fromIdtm, Eilers passed it along
to Alexander and told Neilson to seek instructions froexAhder and Civelli, not
the Pinewood board. There was no evidence that titee \eas given to the
Pinewood board or that the board made any attempvitcerthe Gambela project.

Neilson’s May 10, 2001 letter to the Pinewood board
1 1880n May 10, 2001, Neilson sent a letter to the Pinewood boandiyming that
R Co did not provide the bank guarantee by the deadline aitbhavas lost.

Alexander’'s May 17, 2001 letter to the Ethiopian government

1 1890n May 17, 2001, after the PSA was lost, Alexander s&ttex on Arakis
Capital Corporation letterhead to the Prime MinistelEthiopia. The letter was
signed “J. Terry Alexander, President, Arakis Capitalup, Major Shareholder,
Pinewood Resources Ltd".

1 190n this letter, Alexander repeatedly referred to Pinewamdl GPC in possessive
language. He stated that he wanted another chancaatiig the Gambela
project and that he could undertake “a serious interratforancing”:

| am writing to express my deepest regret thatemissary, Mr. lan
Neilson has failed in his attempts to procure fundingroxeed with oll
exploration in the concession block located in the &la area of
Ethiopia. This has been a major financial disasteofwrCanadian
company, Pinewood Resources Ltd., the mother companymb&a
Petroleum Corp ...
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We all believed that Mr. Neilson could accomplish thificult task. |
think he tried his best.

Its [sic] not the hundreds of thousands of dollars thatcompany
invested in gaining the concession... it's the way it danits end. It was
totally out of your or my control. Don't be disappointedliproject of such
magnitude needs a lion to drive it through to completione#ds courage,
patience, will and determination to be successful. Tiuslves
intertwining the complicated aspects of internationalnfaia markets,
state of the art energy exploration, experienced gemnant and varied
corporate and political groups all working together, andaged by one
... Lion. [Alexander agreed during cross examination that de the
“Lion™.]

Others will always take credit for Sudan's oil developthand ever since
Talisman Energy bought out our company for US 800,000,000.00 they
have done a great job... but in the beginning the Lioredthis with the
support of Sudan's Government. There was no oil companydageall

in the world that would fight through Sudan's political, remmic, religious
and social problems (whether perceived or real) yet th&i& Team got
the job done.

| would like to have another shot at putting this explorapiroject back
together. | did not design the Production Sharing Agreethahtvas
signed by your government andr subsidiary company/Ve can put this
project back on track but it needs the Production Shargrgeinent to be
revised and modified to accomplish a serious internakifitmancing. ...

... We need to pull this deal back together for the benefit@Bthiopian
people and on terms that a small North American oilpaomg likeours

can internationally finance, and with the time allottedniake it happen.

We have the talent; our Arakis Team is assembled and @&t has the

will to succeedWe now need the tools to garden the financial markets of
Europe to secure the funds required to accomplish Ethiogeals of

finding a new source of revenue.

[our emphasis]
1 191Alexander said that he used possessive language to réferetwood because he

was a major shareholder of Pinewood, or to refer tam@gement with Civelli
in planning another backup. He also said, however, thatkevriting only on
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behalf of Arakis Capital. Arakis Capital did not exisut he said he would have
incorporated it in Switzerland, if it proved necessary.

1 192There is nothing in the letter that suggests any persen titan Pinewood would
revive the project. The statement: “We need to pull this lnseek together for the
benefit of the Ethiopian people and on terms thatall$vorth American oll
company like ours can internationally finance” must lberrmg to Pinewood as
the small North American company. He can't be refigrto a Swiss company
(Arakis Capital) that did not exist. We do not belidlexander’s testimony and
we find that Alexander wrote to the Ethiopian government orbehalf of
Pinewood.

Alexander’'s May 24, 2001 letter to Civelli

1 1930n May 24, 2001, Alexander sent a letter to Civelli instngchim to enter into
new negotiations for a PSA on behalf of GPC, telhing that he [Alexander] was
“...working on a group for $2.5 million...”:

There is nobody lining up to take this deal which brings nteeé@uestion
‘WHAT ARE WE DOING??

Getting over that, send the guy [with the Ethiopian govent] a fax
telling him the only reason that the financing fell througis because of
the student riots in Addis and peoplsi]|[fear of the potential banking
problem of this country. You may suggest to him that the amadt be
reset and here are some suggestions:

a) Gambela will spend a minimum of US$5,000,000 on a rough
seismic program over the next five (5) years.

b) Gambela will spend a total of $30,000,000 drilling exploration
wells on identified seismic targets over the next(i€l) years. Gambela
will have a choice to what and when to spend the $30omnilli

C) Funds to be expended will be kept at all times undecahtol of
the Board of Directors of Gambela Petroleum Corp.

Does this sound reasonable? We haven't changed the deabmuithe
PSA basically remains the sanh@em working on a group for $2.5

million [our emphasis] and as | understand it you can raise liee $2.5
million. That’s $5 million to start and that shouldtlas at least 2 years if
we spend it wisely. The next round would be for drillingeeded.

Reintroduce yourself as the Swiss gnome that you ared .reaffirm our
willingness to give this deal another go ...
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Alexander’'s May 25, 2001 and June 7, 2001 letters to the Ethiopian government
1 1940n May 25, 2001 and June 7, 2001, Alexander sent a second ardllattéirto

the Ethiopian government on Arakis Capital Corporatatethead. He addressed

the letters to the Head, Petroleum Operations Deistvly of Mines and

Energy, with copies sent to the President, the Pkiiméster and the Minister of

Mines and Energy of Ethiopia. Again, the letters mef@rto international

financings and Alexander’s ability and willingness to abfaiancing for the

Gambela project. The May 25 letter included a statenhant.t.| have a

following looking to invest in our next oil deal...”.Jour emphasis]

1 19%Alexander said that he and Civelli intended to reviveR8A through a newly
created Arakis Capital that would purchase GPC. There rroborating
evidence from Civelli about this plan, and not a hint of the documentary
evidence. We found that, on May 17, 2001, Alexander wrote tBtthiepian
government on behalf of Pinewood. These letters dithlthe same issue —
revival of the Gambela project. We do not believe Alexaatewe find that,
when Alexander wrote the Ethiopian government on May 17, May 25 ah
June 7, 2001, Alexander wanted to revive the PSA through Pinewoadd
raise new financing for Pinewood.

1 196Again, there was no evidence that the directors ofiRind or GPC knew about
the Ethiopian letters and no evidence that they autddthem.

Neilson’s May 31, 2001 invoice

1 1970n May 31, 2001, Neilson sent an expense invoice addresseeteoBd, to the
attention of David Alexander, mentioning, among other thitvgs,payments of
US $5,000 each received from Pinewood on January 19, 2001 ancifyeh
2001.

Neilson’s October 31, 2001 letter to the Pinewood board
1 1980n October 31, 2001, Neilson sent a letter to the Pinewoaud lsaying, among
other things, that:

* Alexander made it clear to Neilson from the outkat Neilson was to
take “instruction” only from Alexander or his “secretaligilers], and
* he [Neilson], not Alexander, arranged the US $140,000 financing

1 19Neilson sent the letter after he launched a US $10@mitlivil suit against
Alexander, Civelli and Clarion in June 2001. The lettayrmave been written to
support the lawsuit. In our view, the letter is unrebadohd we have not used it.
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Other evidence about Alexander’s and others’ involvement indRood
9 200n their interviews with BCSC staff, the Pinewoodediiors made various
comments about their involvement in financing the Gampedgect:

* Farnworth told BCSC staff the directors had agreedBhatvster was to
handle the search for financing,

» Brewster told BCSC staff both he and Neilson workecctuge the US $5
million guarantee from R Co, and

» Brewster also said he had contacted some potentialesooféunding in
Hong Kong and was aware that Neilson was pursuing his ontacts as
well.

9 201Nothing resulted from these efforts.

1 20Brewster also told BCSC staff he thought Alexander tasg to help with
Pinewood'’s financing of the Gambela project:

A | think that he was probably looking for people who would be
willing to finance, yes.

Q ... In what capacity was he undertaking that — thesets#

A | think as a shareholder. He was interested in iteseding.

1 203He also said he warned Alexander not to step over any boesidde said that,
when he became aware that Alexander might have addot financing in
September 2000, he told Alexander he was not to deal vaittpénson; he was to
bring any potential financier directly to the board. Bsexw told BCSC staff he
had two discussions along these lines with Alexander. Onduatisions, he said
Alexander understood his message. On the second occalkmander mentioned
that ‘'some people in Texas’ might be interested. Btemsaid he cautioned him
again to bring any interested person directly to the Pinevboard, to avoid
contravening the consent order.

1 20Brewster said his control over the company was in aesthsoretical’ because
his control over Neilson, Eilers and Alexander wasstaing. Brewster said he
reminded Alexander that Alexander could not act as a directmanager and to
stay out of the project. However, Brewster also #zatl most of the time he did
not know what Neilson, Eilers, and Alexander were doingaying to people.
Brewster was not aware of Alexander’s participation @gent with Neilson or
that Alexander was communicating with Neilson abouiGhenbela project.

1 208Brewster said he spoke to Eilers frequently “to keep menméd of how things
unfolded”. Brewster did not mention the time frame in \mhitese conversations
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took place, so it is not possible to conclude what infoionamight have been
exchanged between them.

9 204n his interview with BCSC staff, Brewster said thiabthe board’s and Eilers’
oversight of Neilson:

Q So, then to my question, did you ever ask Anne Eilersrioay
any instructions to lan Neilson, your answer would helsithat
correct?

A Yes

Q Okay. Are you aware of any other members of the Bofrd

Directors of Pinewood Resources ever asking Anne Eders
convey instructions to lan Neilson?

A No, I'm — I'm not aware of it.

Q ...you were not aware of situations that would direetfyte what
he’s [Neilson] saying here with respect to getting al[Nmsilson’s]
communications — or all his instructions from Terry Aleder. Is
that correct?

A Well, no. No, It's not correct.

Q Okay

A Because my view is that he was receiving his instrucfimm Ms.
Eilers

1 20WWhen asked what types of matters Eilers would have gnstructions to Neilson
on, Brewster said: “... he [Neilson] was communicatirigp Anne Eilers on
matters that were of a housekeeping nature. | meargdu=d some money for
hotel bills. ... We had to keep track of his progress and makenseimade
suitable press releases.” Brewster said he reliedeilad’s experience to deal
with more substantive issues than just housekeeping issues.

1 208rewster, Farnworth and von Einsiedel all said thatander played a limited
role in Pinewood’s affairs. This testimony does notegpond to our findings of
fact that Alexander was actively involved in the Galalpeoject for Pinewood.
Given their limited involvement in the Gambela projeet, find that Brewster,
Farnworth and von Einsiedel simply did not know what Alexamer was
doing.

Alexander’s convictions

1 2090n October 25, 2005, after pleading guilty, Alexander was ctewia Provincial
Court on four counts of breach of the consent ordéebfuary 23, 1999 arising
from his admitted roles as:
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» director and/or officer of JTA from January 15, 2002 to 1yl2004,

» de factodirector and/or officer of JTA from April 26, 1999 to Janua
15, 2002,

» director and/or officer of Caulfeild and 6306&c] from January 2,
2002 to July 1, 2004, and

» director and/or officer of Silverado from May 29, 2003 to Jyl004.

1 21He was fined $500 on each count for a total of $2,000RSeeAlexander2005

BCPC 480.
1 211n her reasons for sentence, Judge C Baird Ellan saidlbigt Alexander’s
conduct:
[8] In terms of the degree of mens rea heremnily put it that way, or

Mr. Alexander’s mindset, | cannot find that it was miegglvertence or
even just inattention to the terms of his order. He kaewane point that it
required him to remove himself from J.T. Alexander arad iththerefore
could not have been limited to public companies. He eithgslgichose
to ignore that aspect, or was at very least wilfbllgd as to his
obligations under the order. He should at least have beert@the need
to make proper inquiry, and it is difficult to accept thahan in his
position may simply have forgotten that he was tolcegign as a director
of one of the companies that is now the subject oageh

[9] It may be that Alexander simply decided anself that
companies in which he or one other person was the onlglstider
should not be covered by the order, that it was unlilelyetenforced, and
chose to ignore it for those reason. The facts dlbedore me do not go
that far, however, and in my view it is appropriate tatesece Alexander
only on the basis that he was or should have beentalive need to
ensure, before he assumed these positions, that thedadawt apply to
them, and that he simply declined to do so. That in laents to wilful
blindness.

[10] On the other hand | am told that he formedlyistered as a
director in most if not all of these companies, and dlear he was not
acting in an underhanded way.

ANALYSIS
Jurisdiction to make the consent order
Introduction
1 212The respondents say that the executive director didawet the jurisdiction to
make the consent order under section 161(1) of the Act. S&ethat, before
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issuing the consent order, the executive director wasreeto hold a hearing
and that Alexander could not waive the requirement. Xbeuwive director
agrees, but argues that she did hold a hearing.

The issue

1 213Ne have framed the issue as follows. Can Alexanderewas right to a hearing
under section 161(1) of the Act, and if he can, did he wieeight voluntarily.
If we answer either of these questions in the negatmm we will consider
whether the executive director held a hearing.

Relevant legislation
1 214Following are provisions in the Act ai@®curities RegulatioBC Reg. 196/97
relevant to hearings under section 161(1).

1 215Section 161 provides the Commission and the executigetdirwith the power to
make enforcement orders.

1 218Jnder section 161(1), “if the commission or the execuivector considers it to
be in the public interest, the commission or the ettee director, after a
hearing,” may make enforcement orders. These ordersidiadigtct only the
person’s participation in the securities market. InAlexander consent order, the
exemptions in the Act do not apply to Alexander and Alexaisdgrohibited from
acting as an officer or director and engaging in invegtiations activities.

1 217Section 161(1) provides a person with a right to a hearirggd#ie Commission
or the executive director makes an order. The Act doeprovide that right in
special circumstances set out in subsections (2an@)6).

1 218Section 161(2) provides that if the Commission or thexexdirector considers
that the length of time required to hold a hearing undesesttion (1) could be
prejudicial to the public interest, they can make a teamyoorder, without a
hearing, to have effect for no longer than 15 days afeed#te the temporary
order is made.

1 21%ection 161(3) permits the Commission or the executreziir to extend the
temporary order, without a hearing, until a hearing id held a decision is
rendered.

1 220After the consent order, the Act was amended to includ®rek61(6). It
provides the Commission or the executive director tighpower to make an
order under subsection (1), after providing an opportunity teebed, if another
securities regulator or a court has found that a pem®rdntravened securities
laws or has committed securities related offences.
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1 221Section 15 of the Regulation requires the Commissidheoexecutive director to
provide written notice of the time, place and purpose obairfgto any person
“directly affected by it”.

1 222The executive director, a commissioner or a paneboifaissioners may hold a
hearing under section 161(1). If a panel is to hear theem#ten under section 6
of the Act, the chair must establish a panel of atla@ commissioners.

1 223Jnder section 19 of the Regulation, every hearing is tpéme public unless a
public hearing would be unduly prejudicial to a party or witreegsa hearing in
private would not be prejudicial to the public interest.

1 224Under section 173(b) of the Act, the person presidingeahéaring “must receive
all relevant evidence submitted by a person to whom notist be given and
may receive relevant evidence submitted by any person”.

1 225Section 18 of the Regulation requires the person presalia hearing to issue
written reasons and to give notice of the section 16drdgrs and reasons to the
persons “directly affected by the [orders]”.

1 226The Act includes appeal rights for persons directly &by orders issued under
section 161. Where a commissioner or the executivetdirenakes the order, the
person may appeal to the Commission under sections 16#(36&. Where the
Commission makes the order, the person may appea ©dtrt of Appeal, with
leave, under section 167.

Analysis

1 227The respondents and the executive director argue thegdbgement for a
hearing under section 161(1) is for the benefit of the palokttherefore
Alexander may not validly waive the requirement. Thay that if it is waived
and there is no hearing, then neither the executreetdr nor the Commission
has the jurisdiction to make an order (by consent or wike). Any such order
would be a nullity.

1 228The parties support this view with cases where partiesaadriys agreed, by
consent or waiver, that persons could preside even titbagé persons were not
authorized under governing legislation.

1 22Rosenfeld had a hearing before a panel of the ColleBaysicians and Surgeons.
The next year, a differently constituted panel imposedtgars. Rosenfeld did
not object. The governing legislation did not allow dedéntly constituted panel
to impose sanctions. The Court held that Rosenfeld cotitthreugh waiver
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grant the new panel jurisdiction that it did not have urle governing
legislation -Rosenfield v. College of Physicians and Surg€b869), 11 DLR
(3d) 148 (Ont HC).

9 23MHueper appealed a decision of the Board of Naturopathic Pduysicihe

governing legislation required that a Supreme Court judgedpperals. A County
Court judge heard the appeal with the consent of the pafiee BC Court of
Appeal found that the parties could not confer jurisdictinrihe County Court
judge -Hueper and Board of Naturopathic Physicigi§76), 66 DLR (%) 727
(BCCA).

1 231Litigants to a collective bargaining dispute appeared bef@®ublic Service

Commission. The governing legislation required three meipéueels. With the
waiver of the litigants, a two member panel heard thpude. The BC Supreme
Court speaking on the question of waiver held: “Becausleeoéxplicit language
of the statute requiring no less than three membersiductd such a hearing, the
Commission could not acquire jurisdiction on the bakawaiver whether two or
only one member sat to hear the appe&8C-Government Employees Union et.
al. and Public Service Commission e(#979), 96 DLR (3d) 86 (BCSC).

1 23Z%Scivitarro had a hearing before a panel of the Boardbitration. The governing

legislation allowed rehearings before the same parmkebaly if there was new
evidence. The parties appeared before a second panel, wWeveshditions and
had a rehearing. The BC Court of Appeal found “An appearhatore the
tribunal cannot confer jurisdiction where there is non8tivitarro v. British
Columbia(1982), 134 DLR (3d%21 (BCCA).

1 233Ne agree that consent or waiver cannot confer jutisdicHowever, these cases

were about persons presiding at hearings when the gogdegjislation gave
jurisdiction to others, not to them.

1 234n a similar vein, the respondents cditmerato v. Registrar, Motor Vehicle

Dealers Ac{2005), 257 DLR (%) 146 (Ont CA). In 2002, the registrar under the
Motor Vehicle Dealers Adent a notice proposing to revoke a dealer’s licences.
Under the legislation, the dealer was entitled to aimgdefore the Licence
Appeal Tribunal. Thé&tatutory Powers Procedure Amtovided that any
procedural requirement may be waived with the consetiegbarties and the
tribunal and if the parties consent a proceeding maydposied of by a decision
of the tribunal given without a hearing. A negotiatresulted in a consent order
of the tribunal. Paragraph 24 of the order stated thia¢ ilealer breached any
term of the order, the registrar would carry out theppsal to revoke their
licences. About 20 months later, the registrar notifreddealer that their licences
had been revoked.
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9 235The Court of Appeal found that the consent order wasithwatwo ways. First, it
amounted to an improper delegation of authority from thanal to the registrar.
It was the tribunal’s obligation to consider the evitkeand make factual
determinations; the registrar was an investigatorarfatt finder. Second, by
stipulating that the registrar could automatically revitleedealer’s licences for
any breach, the tribunal fettered its discretion. @bt found that while the
tribunal had the power to dispose of the 2002 proposal by noédms consent
order, it could not authorize the registrar’s revocatibthe dealer’s licences for
breaches of the terms of the consent order.

9 236The circumstances in tifameratocase are not the ones before us. In the matter
before us, the executive director had the power to rtekeonsent order under
section 161(1). The question for us is whether the wailvdre requirement for a
hearing takes the jurisdiction away.

1 237The parties cit&Vassilyn v. Ontario (Racing Commissipf{)993] OJ No. 564
(Ont HCJ). The Ontario Racing Commission suspended ilaissacing license
for 5 years for race fixing. An issue before the cows whether the parties must
comply with the commission’s rule that a suspendeddieercould make an
application for a license “and in such case, the Comomshall hold a hearing to
determine such application”.

9 238The court found:

The rule in question is for the benefit of the publitaage and not for the
benefit either of the Commission or the applicantdkdingly it can only
be waived through proper process by the legislature on the’guighalf

but not by the Commission.

9 239The court reasoned that the rule in question is fobémefit of the public because
the rule was passed by the Legislature who “have theatytho make rules and
that implies the authority to change or delete ruleghmyt cannot do this on an
individual basis”.

1 24Based on the court’s reasoningifassilyn a requirement in legislation to hold a
hearing would be only for the benefit of the public and cooldbe waived. The
court reached its decision based on the reasons weséawgeat, without citing any
law.

1 242We do not find th&Vassilyncase helpful.
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1 242The Supreme Court of Canada has recognized tl@&inmnal Codematters a
person may waive a procedural requirement enacted forteefit.

1 243n R v. Park[1981] 2SCR 64, the Supreme Court of Canada found that an
accused’s right to aoir dire is a procedural requirement that the accused could
waive.

1 244Soon after decidin@ark, in Korponay v. Canada (Attorney Generd)982] 1
SCR 41, the Supreme Court of Canada considered the issdnretbier an accused
can waiveCriminal Coderequirements applicable when an accused wants to
change an election for a trial by judge and jury to actiele for a trial by judge
alone. Prior to concluding that Korponay did and could wHieestatutory
procedural requirements, the court stated:

Some procedural requirements are enacted for the pratedtibe rights
of one of the parties, Crown and accused and otherofbr A party may
waive a procedural requirement enacted for his beneditcdbncurrence of
both being required when enacted for both. Generallyksmpgeahe right

to waive that type of procedural requirement has beemgneced by all
courts, including this Court, and has been recently afirtmy this Court’s
decision as regards the waiver of a voir dire.

1 245The parties cit®biter comments that Justice Kelleher mad&aifert v. BCSC
2006 BCSC 174 when he was referring to a consent order mate byecutive
director under section 161(1):

[53] It is arguable that the Executive Director lacked
jurisdiction to issue a consent order. The Executivediore
does have the power to make an order but only after a
hearing. The consent of the defendant cannot confer
jurisdiction on the Executive Director in this regard.
Moreover, the portion of the $450,000 that is not “costs of
the investigation”, namely $250,000, would appear to be in
lieu of an administrative penalty imposed by the
Commission. The Executive Director lacks jurisdictimn
order such a penalty, whether by consent or otherwise.

[54] But these issues are not before me. The questicdpos
to the Court is not whether the Executive Directould

make an order but whether the Executive Director had
jurisdiction to resolve the matter with the payment of
$450,000 without a decision of the Commission. The fact
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that the parties chose to use a consent order is arroétte
form, not substance.

1 246As the parties accept, Mr Justice Kellehebster comments do not bind us. The
comments were not relevant to the issue before Justibeher. We do not view
the comments as anything more than suggesting a line oharju

1 247The respondents ciiRoeder v. British Columbia Securities CommissRH05
BCCA 189 where the Court of Appeal pointed out that the pes$®r to section
161(1):

provides for a full hearing before a protective and prevetatder is
made ‘to restrain future conduct that is likely to beystigjial to the public
interest in fair and efficient capital market€ommittee for the Equal
Treatment of Asbestos Minority Shareholdg2801] 2 SCC 37 at para.
43. Before such an order can be made, the Commissiorhoidsa full
hearing.

1 248n our view, the Court of Appeal made this statemenhtavsthat Roeder had had
his ‘day in Court’. The issue before the court had nottondp with whether the
right to a hearing could be waived.

1 249rhe Act and the Regulation have several provisionssti@tld be read together.

1 25C5ection 161(1) of the Act says that the executive direofy make an order after
a hearing. That order directly affects only the partythed participation in the
securities markets.

1 251Under section 161(2) of the Act, the executive directay msue an order under
section 161(1) without a hearing and under section 161(3) &dthe¢he
executive director may extend the order without a hearitigthe hearing is held
and the decision is rendered. Often, this is for manytingoand in some cases
years. During this time, while the party may apply févearing, and has appeal
rights under the Act, the public have no such rights.

1 252Section 15 of the Regulation requires the executivetdirés give notice of a
hearing to any person “directly affected by it”. The exee director fulfills this
requirement by providing notice to the party to a hearimgs i§ because only the
party’s conduct is the subject of the notice and theaatnly asks for orders
against the party and therefore only the party to thartgeer directly affected by
the notice — se6reenwell Resources Corporation and Supreme Resources Inc. et
al, [1992] 8 BCSC Weekly Summary 5. The legislation dagsequire the
executive director to give the public notice of a hearing.
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1 253Section 173(b) of the Act requires that the executivecttr “must receive all
relevant evidence submitted by a person to whom noticé meugiven and may
receive relevant evidence submitted by any person”. Afanegislation does
not give the public a right to produce evidence or make ssimms at a hearing.

1 254Section 18 of the Regulation requires the executivetdrés issue reasons for its
section 161(1) orders in certain circumstances and tongitlee of the orders and
reasons to persons directly affected by the noticeafihg and by the orders.
Again, these persons are the parties to the hearinthapublic.

1 255Sections 165(3), 166 and 167 of the Act provide a person “dir@iddgted” by
the orders under section 161 rights to appeal. Again, tigtdBgn does not give
the public rights to appeal. The Commission consideredisvtibrectly affected”
in an appeal of a Vancouver Stock Exchange decisionlittréding in the
securities of GHZ Resources Corp. Sections 28(1) and 16%{8)the relevant
provisions. Only persons “directly affected” may useptwvisions. The
Commission concluded that although the shareholders @f\viée incidentally
affected by the Vancouver Stock Exchange halt trading ottoky were not
“directly affected”. The VSE made the order against Ghtd,the shareholders.
Therefore, the shareholders did not have a right toapipe VSE decision to the
Commission. GHZ Resources Corp. and the Vancouver Stock ExcHaege]
27 BCSC Weekly Summary 18). On appeal, the Court of Appealad deal with
the issue.

1 258Nhen we consider the provisions in the legislationvaak to a hearing, we find
that the Legislature is concerned that the party teaaitg have notice and the
opportunity to make full answer and defence to the all@gsin the notice of
hearing. The public may attend the hearing, but do not hagatao participate
in the hearing.

1 257ndeed, when the Commission or the executive direxnosider it in the public
interest, they may issue section 161(1) orders that Wirgitect a party to a
hearing without a hearing and for a period of time that beamonths and in
some cases years. In these circumstances, thehaartjghts and the public have
none.

1 25&urther, the orders the executive director makes undeosd&1(1) directly
affect only the party to the hearing and it is only {hety who gets notice of the
orders and the reasons for them.

1 25%Finally, only the party directly affected by the orddrs éxecutive director makes
under section 161(1) has appeal rights.
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1 260The Securities Actloes not contain a provision that prohibits a person from
waiving their right to a hearing under section 161(1). Howedwere are two BC
Acts that prohibit waiving rights.

9 261The first is theBusiness Practices and Consumer Protection 8BIC 2004, c. 2:

Waiver or release void except as permitted

3 Any waiver or release by a person of the person'sstipeinefits or
protections under this Act is void except to the extest the waiver or
release is expressly permitted by this Act.

1 262The second is thEmployment Standardsct, RSBC 1996, c. 113:

Requirements of this Act cannot be waived

4 The requirements of this Act and the regulations ar@maim
requirements and an agreement to waive any of thoseeeugiits, not
being an agreement referred to in section 3 (2) or (4)ndadfect.

1 263n light of these provisions in BC legislation, thedislature could have
prohibited a party from waiving a hearing under section 161(th)eofct. They
did not.

1 264Considering the case law, the securities legislatiwhadher BC legislationye
find that Alexander could, and did, waive his right to a haring under section
161(1) of the Act.In the consent order, Alexander waived his right toaihg in
paragraph 5 and consented to orders under section 161(1) in parag&enior
counsel represented Alexander when he waived and cons@redahd both
were voluntary.

1 26%After the parties made their submissions, the Coubippieal issued its judgment
(2007 BCCA 484) in an appeal of the Seifert judgment refecathdve. The
Court made no comment on the line of argument suggesteld bystice Kelleher
in the court below. We see nothing in the Court of Appedment that suggests
that a hearing is required for jurisdiction under secli61(1).

1 268N e therefore find the executive director acted withirjurisdiction when the
executive director made the consent ordetlt is not necessary for us to consider
whether the executive director held a hearing.

Allegations against Alexander
Director and officer of an issuer
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1 26 Jnder the consent order, Alexander was required to resigm officer and
director and is prohibited from acting as a director 6cef of any issuer. The
executive director alleges that Alexander contraveneddhsent order and acted
contrary to the public interest by acting adeafactodirector and officer or a
director and officer of record of :

« JTA

e 372171

« 568160

e Caulfeild
e 630679

» Silverado
e Buzz

* Pinewood.
1 268n section 1(1) of the Act:

“director” means:
a director of a corporation or an individual occupyingerforming, with
respect to a corporation or any other person, a sigilsition or similar
functions.

“officer” means:
the chair or a vice chair of the board of directths,president, a vice
president, the secretary, an assistant secretariredmirer, an assistant
treasurer, the general manager and any other individuairapp@n officer
of a corporation or acting in a capacity similar tostngpecified offices on
behalf of an issuer or a registrant.

“‘issuer” means:
a person who has a security outstanding, is issuinguaitse or proposes to
iISsue a security.

1 26%ach of the following

e JTA

e 372171
568160

* Caulfeild
630679

» Silverado

e Buzz
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* Pinewood,
had a security outstanding and therefore we find that eactvas an issuer.

Director and officer of issuers other than Buzz and Pinewood
1 27QAlexander admitted that he was a director and offiéer

« JTA

e 372171
568160

* Caulfeild
e 630679

» Silverado.

1 271He argues that these failures to comply with the cormeletr should be excused
because he exercised due diligence.

1 272n the negotiations leading to the settlement of Felpr2dy 1999, Alexander
requested that the prohibition to act as a director or offiedimited to publicly
traded companies. The executive director denied the redleeatso asked the
executive director to allow him to remain as a directa¥Té\. The executive
director also denied that request.

1 273Alexander’s then lawyers testified that they adviséekander he could not be a
director of any public or private issuer.

1 274Nevertheless, Alexander testified that he thought tdergorohibited him only
from acting as a director and officer of a public comp#ie/said:

Well, I, I always thought that ... the issuer was a puplidded company,
or soon to be publicly traded company, ... or a company that Wiag se
shares to the public.

1 27%Alexander said he knew that JTA was a private companythamdhe executive
director had required him to step down as a director ancenfbut he thought
that this was because JTA was a party in the regulatatier. He was again
appointed as director and officer in January 2002 becauseaidhe s

Well, at that time, | thought there had been enough pass that | could
go back as being the officer and director of my own prikatding
company that we owned -- that my family owned a hundrecepéshares
in.
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1 27RAlexander said he did not recall his lawyer’s advice:

Uhm, it's -- it was a very busy time and there wasspriesad companies
to deal with, | had families to deal with. Uhm, I, kdrt of got -- | knew
that | couldn't be involved in any public company or any camphat was
selling shares to, to the public, become an officer octdireof that, but |
really missed this part about being a, being an, aneoffind director of
my own private holding company that | owned a hundred peotent
with the exception of JTA ...

1 277As a result of this “misunderstanding”, he said, he reetha director and officer
of certain private companies on or after February 23, 1&89pbecame a director
and officer of others. The annual reports of all treesapanies, showing his
formal appointments, were filed with the RegistraCompanies. He did not try
to hide them.

9 27870 repeat the words of Judge Baird Ellan:

... [Alexander] knew at one point that [the order] required to remove
himself from [JTA] and that it therefore could not hde=n limited to
public companies. He either simply chose to ignoredbpéct, or was at
very least willfully blind as to his obligations under treler. He should at
least have been alive to the need to make proper ingundyit is difficult to
accept that a man in his position may simply have foegdhat he was told
to resign as a director of one of the companies thaiwsthe subject of a
charge. R. v. AlexanderReasons for Sentence, October 25, 2005, BC
Provincial Court, para 8)

9 279The consent order states in plain language that Alexaaddd not be a director
or officer of any issuer. Alexander’s lawyers advised tamemove himself from
JTA and that he could not be a director of any privataubtic issuerWe find
that there is no basis for Alexander to argue a due diligenagefence and that
Alexander knew the terms of the consent order but simglchose to ignore
them.

1 280N e find Alexander was a director and officer of the followng issuers

- JTA
« 372171
* 568160

e Caulfeild
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e 630679
+ Silverado.

Consequently, he contravened the consent order and acted caany to the
public interest.

Director and officer of Buzz

1 281The executive director alleges that Alexander contrade¢he consent order and
acted contrary to the public interest by acting de &actodirector and officer of
Buzz.

1 282We have earlier dismissed this allegation for lackwadence.

Director and officer of Pinewood
Introduction

1 283The executive director alleges that Alexander contredé¢he consent order, and
acted contrary to the public interest, by managing the lesead affairs of
Pinewood from May 2000 to June 2001, thereby actingdaesfactodirector and
officer of Pinewood.

9 28410 determine if Alexander wasde factodirector and officer we reviewed the
following:

* Pinewood’s business from May 2000 to June 2001,

» Alexander’s involvement in managing Pinewood’s business, a

* Pinewood’s directors’ and officers’ involvement in manggPinewood’s
business.

Pinewood’s business from May 2000 to June 2001

1 285~0r the period from May 2000 to June 2001, Pinewood was a repa@suer
listed on the CDNX, now the TSX Venture ExchangeeRmod was a shell
company with limited assets and no operating businedgatoh 2000, Pinewood
commenced work on a technology opportunity that wasddrzed in August
2000. The Gambela project was Pinewood’s only other businasiul®31,
2000, according to company financial statements, Pinewoodsgalrasset was
cash of $416,000, which was depleting over time. By April 30, 2Bbiewood
was left with working capital of $148,000.

1 286The Gambela project represented a major capital investmegjuiring a US $5
million bank guarantee and an initial exploration budgei $$30 million. In
July 2000, Neilson estimated the financing requirementBif@wood to be US
$6 million over two years with the remainder coming frpotential joint venture
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partners. Given the importance of the Gambela prageetrtewood, we would
expect the directors and officers of Pinewood to haanlailigent in managing
the project.

1 287At the end of August 2000, the directors of Pinewood weesvBter, Farnworth,
and Von Einsiedel. Brewster was president and Pinewaodstor was
secretary.

Alexander’s involvement in managing Pinewood’s business
1 288Ne analyzed Alexander’s involvement in managing the kgdanproject for
Pinewood from two perspectives:

* Alexander's management of operational activities, inalgignanaging
expenditures, the organizational structure, the exptorgiogram,
contracts, budgets, relationships with the Ethiopian gowent, and
Neilson; and

* Alexander’'s management of financing activities, includingnagang
financing activities before September 7, 2000, acknowledging
responsibility for financing, managing the US$ 140,000 financing, a
soliciting potential investors.

Alexander’s management of operational activities
Expenditures

1 28%Control over expenditures is an important businessiggctespecially for a public
company like Pinewood, with limited assets and no operatisméss.

1 290ver the period from May 2000 to April 2001 there were ten paysnof
Neilson’s expenses. We found that Alexander approved fitleese payments, in
the amounts of approximately $24,000 and $4,000 in July 2000, US $7,000 in
November 2000 and two for US $10,000 in April 2001.

1 291At the time of the July 2000 payments, the directors afickod of Pinewood
were unaware of the Gambela project and the paymenieftson’s expenses.
These payments are significant when one considergh#h&ambela project was
a new business opportunity for Pinewood that involveéxploration in Africa.
Moreover, while the initial payments were limited to $28,0f}@ could
reasonably expect them to be the beginning of a sdriasye expenditures,
based on Neilson’s July estimate of US $30 million foirgtial exploration
program.

1 292While we made no findings about the five remaining payntenteilson,
Alexander is connected to two of them. On August 3, 2008rEsent US $3,000
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to Neilson from Buzz. Eilers said Neilson needed funds tiggand she was
unable to locate anyone who could approve the payment. lBrghsasent the
funds on the belief that either Alexander or Pinewoodld reimburse her,
depending upon whether or not the Gambela project was “asstigriPinewood”.

1 293n July 2000, Eilers signed two Pinewood cheques totaling $28,0@safmbela
project expenses. Eilers therefore knew in July thavibod was paying
Neilson’s expenses. We find it interesting that in Aughgérs would expect
either Alexander or Pinewood to reimburse Buzz.

1 294The other payment was made by Pinewood on October 11,\®08660,Neilson
wrote to Alexander requesting funds. On the same daysEédsponded to
Neilson saying that she “sent the wire request to DavieX#tder] this morning
and he processed the transfer so you should see the Q® $hwurs, or more
likely, Friday”. In her response, Eilers also attacheute from Alexander which
said “All the best my friend, great work! Money is besent to bail you out of
the ‘poor house™ referring to the money Neilson had regqueahd was sent by
Pinewood.

1 295N hile we did not find that Alexander approved the OctobeR000 payment, we
note that, on the same day that Neilson requested nfimmayPinewood,
Alexander knew that Neilson needed money and thahtmey had been sent by
Pinewood. Other than Eilers’ statement to Neilsat she would seek board
approval for the payment, there was no evidence thaeetalr or officer of
Pinewood approved the October 11, 2000 payment.

1 296Ne have no evidence about the remaining three paymettS $10,000 on
September 7, 2000 and US $5,000 each on January 19, 2001 and February 5,
2001, other than they were paid to Neilson by Pinewood.

1 297n addition to the payments made to Neilson for Gampabject expenses, there
were also payments due from GPC to the Ethiopian govetrumeer the terms
of the PSA. In Neilson’s October 18 and December 1, 20@ddb Alexander,
and his February 16, 2001 letter to the Pinewood board,ddeildvised of
upcoming payments to the Ethiopian government that would besithia 30
days of signing the PSA. The Ethiopian government sigme@®8SA on
January 24, 2001, and 29 days later, on February 22, 2001, Qireatigad a US
$130,000 loan to allow GPC to make the required payments.

1 2980n April 18, 2001, Eilers faxed Neilson a note “From AnneTterry”, which
said:
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Received your request for further funds. Please provide baekpgnse
reports for the outstanding amount from your last expessert, plus back-
up for the US$130,000. and US$10,000. forwarded to you by Carlo [iCivell
as per my request.

Once we receive your completed reports we will wiemsfer additional $3$.

1 299Ve found that Alexander was involved in managing theb4),000 financing
and that he had instructed Civelli to forward to GPC US $130r0Bélruary
2001 to make the payments to the Ethiopian government.ttnatiag Civelli to
make the US $130,000 payment, Alexander ensured that fundawvedlable to
GPC to make the payments due to the Ethiopian governmemistereestified
that the directors and officers of Pinewood were unawéthe loan until after the
fact.

1 300We find that Alexander was involved in managing expenditurefor the
Gambela project for Pinewood.

Organizational structure

1 30IThe organizational structure for the Gambela projest mgortant to Pinewood
because the project was Pinewood’s only business and Rid&arectors and
officers needed to be able to exercise control ovepihject.

1 302n Neilson’s September 3, 2000 letter to Alexander, Neilgderred to a meeting
with Alexander to take place on September 5 and outlined ortjanabmatters
to be discussed as follows:

* incorporate a wholly owned subsidiary of Pinewood to haoddGambela
project, and
» appoint Neilson and Pratt as the subsidiary’s officadsdarectors.

1 303After meeting with Alexander, Neilson incorporated GRCSaptember 6, 2000,
the day before the Pinewood board meeting at whictmbela project was
approved. Neilson appointed himself and Pratt as the seldars and himself as,
among other things, the president. Unlike Alexander, thewRiod directors and
officers did not have any involvement in any discusseamgerning the
incorporation or the proposed organizational structure &.GP

1 304At the September 7, 2000 board meeting, the directormei®od approved the
incorporation of GPC as a wholly owned subsidiary of Wowed, as outlined in
Neilson’s September 3, 2000 letter. Brewster told BCSfEthiere was no formal
presentation to Pinewood’s directors and the directaesved no briefing



2007 BCSECCOM 645

material about the Gambela project at that meetingwBter also said there was
“very, very little” discussion by the board. Brewssaid, “it doesn’t take a person
more than a minute to decide ‘Let’s go for it™.

1 305\eilson was appointed one of only two directors (theotas Pratt), and
president and CEO. None of Pinewood’s directors orafievas appointed to the
GPC board at the September 7, 2000 meeting. Although Nevissa key
employee and appointed to the most senior positionméwdod’s wholly owned
subsidiary, none of the directors or officers of Pinesvbad ever spoken to or
met with Neilson.

1 3080n December 5, 2000, Eilers, David Alexander and Pinewoodéstsolvere
appointed as additional directors of GPC. In his intaryRinewood’s solicitor
told BCSC staff he had recommended to Brewster thatM@me increase its
control over the GPC board “so that they would knowcdyxavhat was
happening with Gambela and what lan Neilson was doingg significant that
none of Pinewood’s directors was appointed to the GP@lluespite the
acknowledged need for Pinewood to increase its contssl BPC. Instead, the
two new GPC directors (David Alexander and Eilers) weng time business
associates of Alexander.

1 307The new directors did not improve the control of PinesNedlirectors over the
affairs of GPC. Even though Neilson reminded Pinewoodé&cthrs on
February 16, 2001 of the US $121,460 owing to the Ethiopian governtiers
was no evidence the directors did anything to ensure thegraymas made and it
was Alexander who directed Civelli to provide the necestards to GPC.

1 308Brewster’s testimony was that his control over thegany was in a sense
“theoretical” because his control over Neilson, E&iland Alexander was not
strong. Civelli told BCSC staff that, in his meetinglwiNeilson on July 24, 2000,
Neilson presented the Gambela project to him “as ibg @lready done”. Civelli
said he assumed that the Pinewood board was alreadyde’ because
Alexander was “pretty close to the board”.

1 309Ve find that Alexander was involved in managing the organizational
structure for the Gambela project for Pinewood.

Exploration program

1 310rhe Gambela project was an oil play and Pinewood’s sugeesslependent on it.
Management of the exploration program is crucial tcstleess of an oil
opportunity.
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9 311In Neilson’s November 14, 2000 letter to Alexander, Me&ils/rote about a
proposed budget for the Gambela seismic program. The d¢tted that he
[Neilson] had “been proceeding with the Project undeadsimption that the
PSA will be signed this week, and that the funding wilblkiailable shortly
thereafter to facilitate the ordering of all of thengafacilities”. Neilson was
looking for direction from Alexander about the timingasf exploration program,
its budget and financing. Alexander talked to Neilson and sugyé&sat Neilson
delay the seismic program. Neilson delayed the seisrogram.

9 312There is no evidence to show that the directors fimes$ of Pinewood reviewed
or commented on the exploration program.

1 313WVe find that Alexander was involved in managing the exploratiorprogram
for the Gambela project for Pinewood

Contracts
1 314There were two important contracts in evidence befare us

» the PSA, and
» the Farmout and Conveyance agreement.

9 315The terms of the agreements were important in detemghimbw Pinewood would
develop and finance the Gambela project.

1 318n Neilson’s July 10, 2000 letter to Alexander, Neilson widteut the
requirements for the PSA. The application for the @& prepared in GPC’s
name in August 2000.

1 3170n September 7, 2000, the Pinewood directors authorizesbNehd Pratt to
sign the PSA. In that meeting, the directors of Pomavdid not review the
application for the PSA and they did not discuss anysdomthe proposed PSA.
Furthermore, none ever met with, spoke to, or gaveuctstns to Neilson about
the PSA.

1 318\eilson submitted the application for the PSA to thedgtiain government on
September 26, 2000. After the submission of the PSA applicatieilson sent
letters to Alexander on October 11, 18, and 31, and Noveinded 5, 2000,
discussing, among other things, the status of the PSAf Atlese letters were
addressed to Alexander, not the directors or officeRrdwood.

1 3190n November 8, 2000, Pinewood’s directors passed a resadutibarizing
Neilson alone to sign the PSA. Before passing the reésojuhe directors of
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Pinewood asked questions of Pinewood'’s solicitor abou® 8% but there is no
evidence that the directors were otherwise involveddnraay the PSA.

1 320Neilson provided similar updates on the status of the BS¥etxander in letters
dated November 14, and 24, December 1, 6, and 9, 2000 and Janui0121,
Again, all of these letters were addressed to Alexandethedirectors or
officers of Pinewood. The Ethiopian government signed®8A on January 24,
2001.

1 321All these letters show that, during the period from d@ly2000 to January 24,
2001, Neilson was in constant contact with Alexander afheustatus of the PSA.

1 322rhe Farmout and Conveyance Agreement was an importatracbfor the
Gambela project. In Neilson’s December 1, 2000 letterdéaakder, Neilson
said:

| have recently fine-tuned the draft Farmout and Conveggrisic|
Agreement that [VP] prepared back in September for [patgrarticipants].
| have attached it hereto for your review and comment....

1 323Neilson was clearly looking for direction from Alexdar about this contract.
There was no evidence that a Pinewood director orenffeviewed the Farmout
and Conveyance Agreement.

1 324V e find that Alexander was involved in managing contracts forie Gambela
project for Pinewood.

Budgets

1 328n Neilson’s July 28, 2000 letter to Alexander, Neilsonneated the exploration
program for the Gambela project would cost US $30 mibiod Pinewood’s
share of that expenditure would be US $6 million. Manag¢wfethose
expenditures was an important business activity foriRiod, given that it had
limited assets and no operating business.

1 326At the September 7, 2000 Board meeting, the directors agbitbe incorporation
of GPC as a wholly owned subsidiary of Pinewood, id bee Gambela project,
after “very very little” discussion. At that meetirtpe directors of Pinewood were
not advised of estimated costs and did not receive anggbraydgets.

9 327n Neilson’s November 14, 2000 letter to Alexander, Mailsutlined a proposed
exploration budget, asked Alexander for his comments, ssuhaed that “the
funding will be available”. Alexander admitted he talked\eilson about the
budget.
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1 328n Neilson’s January 31, 2001 letter to Alexander, Neilsastevabout the budget
for a winter work program. Neilson said a total of US 80,200 would be
required “to see us through June 30”. Neilson went on td‘lsagn very
interested in any comments you [Alexander] might havéIn this letter,

Neilson was looking to Alexander for direction regardipgoming expenditures.

1 32%Alexander said he had experience with oil budgets and itoStedan and used
that to provide input to Neilson on the January 31, 2001 budget

9 330There was no evidence that the directors or officEBEsr®wood considered
Gambela project budgets before April 2001.

1 331We find that Alexander was involved in managing budgets for th€&ambela
project for Pinewood.

Relationships with the Ethiopian government

1 332The PSA for the Gambela project was with the Etlingiovernment. Developing
and maintaining good relations with the government wagfbwer an important
business activity.

9 333n Neilson’s October 11, 2000 letter to Alexander, Nailseferred to discussions
he had with various ministries within the Ethiopian goweent. In his response to
Neilson, Alexander advised:

Go to the top via an introduction from the Prime Minigtiter the signing.
This would be your next call. Perhaps they can help apsrthey can't.
Either way we win by offering our hand in friendship. Seakthe right
guys and get them on our side.

1 33He also suggested that:

It may help to get on the good side of the military bycgong help from
them to clear your 155 milsig] path to our proposed seismic camp.

1 335/Ne found that, following the collapse of the PSA, Aledar sent three letters to
the most senior officials within the Ethiopian governtmambehalf of Pinewood,
in an attempt to revive the agreement. He did so witth@uawuthorization or
knowledge of the directors of Pinewood.

1 336There is no evidence the directors and officers wé®wood were involved in
managing the relationships with the Ethiopian government
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1 33MWe find that Alexander was involved in managing relationships wh the
Ethiopian government for the Gambela project for Pinewood

Neilson

1 338\eilson was a professional engineer, consultant, aagldent, CEO and a
director of GPC. Neilson was involved in the Gambelagoteexpenditures, the
organizational structure, the exploration program, remts, budgets, and
relationships with the Ethiopian government. On thenetemd to the public,
Neilson was the key officer of GPC. The Gambela ptojgas Pinewood'’s only
business and, in these circumstances, we would expgatesident and the
directors of Pinewood to manage Neilson.

9 339rhe directors of Pinewood said that they relied onddaibut none ever met with
him, spoke to him, or gave any instructions to him.

1 34@Brewster acknowledged the lack of control that the dwscand officers had over
the affairs of the Gambela project and Pinewood, sahiaighis control was in a
sense “theoretical’ because his control over Nejl&dlers and Alexander was not
strong.

1 341Alexander met, talked on the phone and correspondedamithgave instructions
to Neilson, throughout the period from May 2000 to June 2001sdNeiboked to
Alexander for direction on expenditures, the orgaiopaf structure, the
exploration program, contracts, budgets, and relatioashifh the Ethiopian
government.

1 342Ne find that Alexander was managing Neilson as president, CEand a
director of Pinewood’s subsidiary, GPC.

Conclusion — Alexander’s management of operationalitiet
1 343Ne analyzed Alexander’s involvement in managing opearatiactivities for the
Gambela project for Pinewood and found that he wasvedaoh managing:

* expenditures,

» the organizational structure,

* the exploration program,

e contracts,

* budgets, and

* relationships with the Ethiopian government,

and that Alexander managed Neilson.
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1 344WNe find that Alexander was involved in managing the operational dwities
for the Gambela project, and that he managed Neilson, for Rewood

Alexander’s involvement in managing financing activities
1 345The Gambela project was a significant financial undergatan Pinewood.

Managing financing for the Gambela project was theredargnportant business
activity.

Financing activities before September 7, 2000

1 34@iscussions regarding the financing of the Gambela prsjadied with
Alexander’s first meeting with his “partner” Civelh June 2000, two weeks after
Alexander signed the participation agreement with Neilsothat June meeting,
Alexander and Civelli agreed that Pinewood was the capeehicle in which to
develop the Gambela project. As well, Civelli and Alexarélked about a wide
range of financing options. As Civelli put it:

At [the June 2000] meeting Mr. Alexander and | discusseddhieus
financing options, including private financing, institutional irnvesnt, a
joint venture of oil exploration companies and/or pubhiancing.

1 347n Neilson’s letter of July 28, 2000 to Alexander, Neilseparted on his meeting
with Civelli on July 24, 2000. Neilson wrote that Civelldheommitted to
providing a bank guarantee for US$5 million and that Qigelld it would not be
a problem to raise up to US $5 million in financing for Rined. Neilson
reported that “it was understood [between him and Civébit we might well
have to bring in [joint venture] Partners to pay fomash as [80%] of the
Exploration Program”. He wrote:

...we have plenty of time to raise money for Pinewood fnd Joint
Venture Partners if things do not unfold as quickly as we hope.

1 348The letter shows how extensive the financing discussieere among Civelli,
Neilson and Alexander at this early stage.

9 349n August 2000, following discussions among Alexander, Neitsad Civelli, the
wording of a proposed bank letter to the Ethiopian goverhmas settled.

1 350We find that Alexander was involved in managing financing for te Gambela
project for Pinewood before September 7, 2000.

Acknowledging responsibility for financing
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1 351We found that Alexander acknowledged that he and Civellewesponsible for
financing the Gambela project for Pinewood. (see hedd@igon’s October 18,
2000 letter to Alexander and Civélli

Potential Investors
1 352We found that Alexander was soliciting investors foreliood.
(see headindlexander’'s February 6, 2001 meetings in Téxas

US $140,000 financing

1 353Ve found that Alexander was involved in managing theb4),000 financing
for the Gambela project for Pinewoddee headingyS $140,000 financing in
February and April 2001

1 354VNe found that Alexander wanted to raise new financing’foewood(see
headingAlexander’'s May 25, 2001 and June 7, 2001 letters to the Ethiopian
government

Conclusion — Alexander’'s management of financing acwiti

1 359n light of our findings about Alexander’s involvementfimancing the Gambela
project,we find that Alexander was managing financing for the Gambael
project for Pinewood.

Pinewood’s directors’ and officers’ involvement in managing Pinewood’s
business

1 356The directors and officers were not aware of the Bdanproject until just before
September 7, 2000, when the Pinewood'’s directors approvéuctrporation of
GPC as a wholly owned subsidiary of Pinewood. Thectbirs and officers of
Pinewood were not, therefore, involved in the Gambedgpt prior to
September 7, 2000, including:

» identifying Pinewood as the appropriate corporate vehiolhioh to
hold the Gambela project in June 2000,

» authorizing payment of Gambela project expenses in JulyAagust
2000,

» settling the wording of a US $5 million bank letter in Aug2&00,

» developing a project budget and future financing estimatedyiradd
August 2000,

» developing an organizational structure for GPC, and

» preparing the PSA application.
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1 3570n September 7, 2000, a meeting of the directors of Pineajgardved the
incorporation of GPC. Brewster said there was “veryy \itle” discussion by the
board about the project. We note that:

» there was no formal presentation to directors abouGHmabela project,

» the two persons most knowledgeable about the Gambela pidgision
and Pratt, did not attend,

* a project budget was not provided and there was no discussion abo
project expenditures,

» the directors did not ratify payments already made bywRind to
Neilson,

» the draft PSA application was not provided and therenesagiscussion
about the PSA application or possible terms of the R84,

» there was no information provided about future financing requents for
the Gambela project, including the US $5 million bank guagsan

1 358n that meeting, the Pinewood directors also:

» appointed Neilson as a director, president and CEO witheulirectors
ever having met with or spoken to him, and

» authorized Neilson and Pratt to sign the PSA without kngthe terms of
the agreement.

1 35Despite the fact that GPC was a wholly owned subryidibPinewood, and held
Pinewood’s only business, none of Pinewood’s direct@s made a director of
GPC.

1 36Brewster said he spoke to Eilers frequently “to keep menméd of how things
unfolded”. Brewster said he thought Neilson was takingctloe from Eilers “of
a housekeeping nature” such as hotel expenses, and moniarjact events to
meet Pinewood’s regulatory obligations.

9 361Neilson was a director and president and CEO of GPC eswldBer said he relied
on Neilson. Despite Neilson’s important role in twerall management of the
Gambela project, none of the directors and officees enet with, spoke to, or
gave instructions to Neilson on any matter about theli@&nproject.

1 3620n November 8, 2000, the Pinewood directors and officer@azell Neilson to
sign the PSA. The PSA was a material contractferGambela project. The
directors asked Pinewood'’s solicitor questions about tite Pisere was no
evidence that the Pinewood directors had any other inv@iein securing the
PSA.
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9 363n January and February 2001, Pinewood issued two newsa=lwasgh were
drafted by Neilson, Eilers and Pinewood’s solicitor. Bs&aw said he reviewed the
news releases, but only for excessive “hype”. He sadichaot verify the
technical information in the releases or discuss tiketcts with Neilson. He said
he relied on Neilson’s expertise.

1 36Brewster said he reviewed a three page independent “engugieesport
produced on behalf of Pinewood in February 2001 to better staderthe project
“‘issues”. There was no evidence as to who commissiorectfort and why.

1 363Brewster said he contacted potential investors in Aslaatéler efforts Brewster
may have made to contact investors, they did not pigypart in the Gambela
project.

1 36@Brewster told BCSC staff that he thought Alexander tnasg to help with
Pinewood's financing of the Gambela project. Brewstil theat, on two
occasions, he told Alexander that Alexander was to briggatential financier
directly to the board. Despite Brewster's warnimglexander went ahead with
discussions with potential investors independently andowitauthorization from
the Pinewood board.

1 367The directors of Pinewood were involved in Pinewood’s psed private
placement with R Co, which ultimately failed.

1 368n response to a regulatory requirement arising from tbpgsed R Co private
placement, Brewster asked for copies of budgets for #mlg8la project in April
2001, just prior to the collapse of the PSA. There wasvnence that the
directors of Pinewood were involved in budgets for thenB&a project before
April 2001.

1 369rhe Gambela project was critical to the future of Pinedvénewood’s directors
said that they, not Alexander, were involved in the Galenproject. Except for
the R Co private placement, however, the evidence tigtibalirectors assumed a
narrow role, limited to specific duties that only a dicecould fulfill, such as
passing board resolutions and complying with regulatory rageinés. Brewster
said they relied on Neilson and Eilers although he r@sognized that he had
little control over them. We also found that, givenitheited involvement in the
Gambela project, Brewster, Farnworth and von Einsisidgply did not know
what Alexander was doing.

1 37an contrast, we have found that Alexander was extensimeblved in managing
operational and financing activities for the Gambela ptojer Pinewood.
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Conclusion - Alexander as a director and officer oeRiood

1 371Alexander was well qualified to assume a lead roleenddgwvelopment of the
Gambela project given his experience with Arakis. Atebea testified that
Neilson originally approached him regarding the Gambelaptrtecause of his
prior experience in the region.

Well, | had been very active in Sudan from 1990 through 1995hate
raised, in a company in Arakis, we had raised ... well overmalred
million dollars to develop this property and developed to@drties....

...S0, | had a lot of experience regarding geology and thigydbr some
of these cases to produce oil.

9 372We have found that Alexander knew the terms of his cureeler.

91 373rhe Gambela project was Pinewood’s only business and ihetas Alexander’s
nature to play a passive role. In Alexander’s lettehéHthiopian Government
dated May 21, 2001, Alexander describes himself as follows:

A project of such magnitude needs a lion to drive it thraoglompletion.
It needs courage, patience, will and determination to beessful. This
involves intertwining the complicated aspects of intermatidinancial
markets, state of the art energy exploration, expee@ management and
varied corporate and political groups all working togethad managed
by one ... Lion.

1 37M8Brewster described his control over the affairs of Pomivas “theoretical’ given
that his control over Neilson, Eilers and Alexandaswiot strong.

1 375The Pinewood directors’ testimony was that Alexandayegd a limited role in
Pinewood'’s affairs. However, our analysis has led ushtlude that Alexander,
not the directors or officers of Pinewood, was acyivednaging the Gambela
project for Pinewood. We have found that Alexander waslved in:

* managing operational activities for the Gambela prog@cPinewood,
including managing expenditures, the organizational struchee,
exploration program, contracts, budgets, relationshigs thvé Ethiopian
government and Neilson; and

* managing financing for the Gambela project for Pinewoardhing
managing financing responsibilities before September 7, 2000,
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acknowledging responsibility for financing, managing the US $140,000
financing and soliciting investors.

1 37an light of these findingsye find that Alexander was acting as ae facto
director and officer of Pinewood and, in doing so, chose ignore the terms of
his consent order, thereby contravening the consent order aratting
contrary to the public interest.

Allegation Alexander engaged in investor relations activities on behalf of
Pinewood and JTA

1 37Under paragraph 3 of the consent order, Alexander is pretisbm engaging in
investor relations activities for a period of 20 yearsjrbegg February 23, 1999.

1 378r'he executive director alleges that Alexander contreeldéhe order and acted
contrary to the public interest by engaging in investoricglatactivities on behalf
of Pinewood and JTA.

1 379n section 1(1) of the Act:
“investor relations activities” means:

any activities or oral or written communications, by orbehalf of an
issuer or security holder of the issuer, that promoteasonably could be
expected to promote the purchase or sale of securittes Ggsuer, ...

The definition of investor relations activities also @ans some exclusions, but
none of them apply in these circumstances.

9 380V e found that Pinewood and JTA were issuers. JTA wadder of securities in
Pinewood.

9 381We found that, in Alexander’s October 18, 2000 letter tdshrj Alexander
acknowledged that he and Civelli were responsible fontimg the Gambela
project for Pinewood (see headiNgilson’s October 18, 2000 letter to Alexander
and Civell)

1 382We found that Alexander was soliciting investors foreRRiaod when he traveled
to Texas in February 2001 (see headkgxander’s February 6, 2001 meetings in
Texa$

1 383n May 2001, Alexander wrote to Civelli, instructing him toeenhto new
negotiations with the Ethiopian government for a nev R8 Pinewood'’s wholly
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owned subsidiary and telling him that he [Alexander] wasrking on a group
for $2.5 million” (see headinglexander's May 24, 2001 letter to Civlli

1 384We found that, when Alexander wrote to the Ethiopian guwent on May 17,
May 25 and June 7, 2001, Alexander wanted to revive the P8SAgiPinewood
and raise new financing for Pinewood (see headlegander's May 25, 2001 and
June 7, 2001 letters to the Ethiopian governmafhen Alexander wrote to the
Ethiopian government on May 25, 2001, he told them “I hawdl@ning looking
to invest in our next oil deal”.

1 38RAlexander engaged in activities and communications foewood that promoted,
or reasonably could be expected to promote, the purchdssake of Pinewood
securities.

1 38GAlexander argues that he is in breach of the congéet only if he acted
“knowingly”. He produced nothing to support this argument. ddwesent order
states in plain language that Alexander cannot engageastor relations
activities. Furthermore, Alexander was represented byiseaunsel in his
settlement negotiations.

1 38AVe find that, when Alexander engaged in the conduct desibed above, he
chose to ignore the terms of the consent order and engagednrestor
relations activities, thereby contravening the consent ordeaind acting
contrary to the public interest.

1 388The executive director also alleges that Alexandgaged in investor relations
activities on behalf of JTA. There was no evidence Jfit intended to sell any
of its own shares. The executive director arguesAleadander’s involvement in
receiving and documenting the offer from R Co for the puweltd JTA'S
Pinewood shares constituted his engaging in investor medadictivities on behalf
of JTA, as a security holder of Pinewood. We do not denghese to be activities
that “promote” the purchase or sale of securities. Wids the allegation that
Alexander engaged in investor relations activities on betdlT A.

Allegation Alexander traded while unregistered

1 38nder the terms of the consent order, Alexander’sJaidds trading exemptions
in sections 44 to 47, 74, 75, 98 and 99 of the Act are redhfior 20 years,
beginning February 23, 1999.
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1 390The executive director alleges that:

» Alexander and JTA contravened section 34(1) of the a&wud,the consent
order, and acted contrary to the public interest by engagiacts in
furtherance of the sale of JTA’s shares in Pinewod® &o, and

» Alexander contravened section 34(1) of the Act, anattimsent order, and
acted contrary to the public interest by engaging in adtstinerance of
the issue of Pinewood shares to R Co to finance theb@&la project.

1 391Section 34(1) states:
A person must not
(a) trade in a security ... unless the person is regikstere

1 39ZExemptions from the requirement to be registered araic@a in sections 44 to
47 of the Act.

1 393RAlexander and JTA were not registered under the Act aaehuse of the consent
order, have no statutory exemptions available to themmoringly, any trade by
Alexander or JTA would be in breach of section 34 efAlat, unless the
commission or the executive director granted thenmxamption under section 48
of the Act.

1 394Trade” is defined in section 1(1) of the Act to include:

(a) a disposition of a security for valuable considersti.,

..., and

() any act, advertisement, solicitation, conduct or tiagon directly or
indirectly in furtherance of any of the activities sibiedi in paragraphs (a)
to (e).

Sale of JTA shares in Pinewood to R Co

1 39%Alexander’s and JTA'’s activities in preparing for a piolsssale of JTA’s
Pinewood shares to R Co were acts in furtherancdratia. JTA, however,
clearly intended to seek an exemption from the cormeletr before selling the
Pinewood shares. Obtaining an exemption was a conghtesedent to the sale.
In our view, as long as Alexander obtained the vamnadiothe consent order
before the trade was completed, he would have beermpl@nce with the
legislation and the consent order. As it turned o oRlid not complete the
purchase.
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1 39@Jnder these circumstances, we dismiss the allegdtadamAlexander and JTA
contravened section 34(1) of the Act and the consent,cadeé acted contrary to
the public interest by engaging in acts in furtherandbetale of JTA’'s shares in
Pinewood to R Co.

Issue of shares by Pinewood to R Co

91 397There is no evidence that Alexander acted in furtloera the issue of shares of
Pinewood to R Co to finance the Gambela project. WRi@0’s proposal came to
Alexander and Civelli, and Alexander was involved inriegotiations for the sale
of JTA’s Pinewood shares, the evidence is that thewRind directors, not
Alexander, were involved in the issue of Pinewood share

1 398Under these circumstances, we dismiss the allegdtairAlexander contravened
section 34(1) of the Act and the consent order, and aot@dary to the public
interest, by engaging in acts in furtherance of the isstnewood shares to R
Co to finance the Gambela project.

Allegations against Eilers
1 399The executive director alleges that Eilers:

» contravened section 34(1) of the Act, and acted contoathyet public
interest, by engaging in acts in furtherance of the®al@ A’s shares in
Pinewood to R Co, and also directing JTA to that pwgpasd by assisting
Alexander in contravening section 34(1) of the Act; and

» acted contrary to the public interest by assisting Alegaidcontravening
the consent order, by:

o allowing Alexander to direct JTA’s affairs while she whs sole
director and officer of record of JTA,

o allowing Alexander to be de factodirector and officer of Buzz while
she was its sole director and officer of record, and

0 being complicit in Alexander’s concealing his directiorN&filson and
Pinewood.

1 400The executive director alleges that Eilers contradesgetion 34(1) of the Act,
and acted contrary to the public interest, by engagingtsiadurtherance of the
sale of JTA’s shares in Pinewood to R Co, and alsotdigedTA to that purpose,
and by assisting Alexander in contravening section 34(1)eoAth. We found
that Alexander did not contravene section 34(1) of theafdd that his conduct
with respect to the sale of JTA’'s shares of Pinewwasl not contrary to the
public interest. We therefore dismiss this allegationresgdtilers.
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1 40IThe executive director alleges that Eilers acted eonto the public interest by
assisting Alexander in contravening the consent ordealldying Alexander to
direct JTA’s affairs, while she was its sole direcad officer of record. We
found that Alexander wasde factodirector of JTA. Eilers admitted in her
interview with BCSC staff that she was a “figureheadéctior of JTA and that
Alexander was the directing mind of JTWe find that Eilers acted contrary to
the public interest by assisting Alexander in contraveninghe consent order,
by allowing Alexander to direct JTA’s affairs while she wasts sole director
and officer of record.

1 40ZThe executive director alleges that Eilers acted eonto the public interest by
assisting Alexander in contravening the consent ordelidoying Alexander to
be ade factodirector and officer of Buzz, while she was its sotector and
officer of record. We dismissed the allegation thaxahder was de facto
director of Buzz and we therefore dismiss this allegedigainst Eilers.

1 403The executive director alleges that Eilers acted eonto the public interest by
assisting Alexander in contravening the consent ordeelmgltomplicit in
Alexander’s concealing his direction of Neilson and Rmed. There is
insufficient evidence to support this allegation and weetbee dismiss it.

SUBMISSIONS ON SANCTIONS
1 404Ne direct the parties to make their submissions octieens as follows:

By November 7, 2007, the executive director will deliver sissians to
Alexander and to Eilers and to the secretary to tmr@ission;

By November 21, 2007, Alexander and Eilers will deliver thesponse
submissions to each other, to the executive director catiie tsecretary to
the Commission;

By November 28, 2007, the executive director will deliveryrepl
submissions (if any) to Alexander and Eilers and to theetay to the
Commission.
1 40%Any party wishing an oral hearing on the issue of sancialhso advise the
other parties and the secretary to the Commission bgibgr 14, 2007. Any
oral hearing will take place on December 3, 2007.
1 4080ctober 24, 2007

9 407For the Commission
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Neil Alexander
Commissioner

John K. Graf
Commissioner

Findings of Robin E Ford

1 408 agree with most of the findings of fact of commis&ics Alexander and Graf. |
explain the important differences in my reasons belbivave accepted
Alexander’s testimony and Neilson’s evidence (whetlear$ay or not) only
where it was corroborated.

1 409 agree that the executive director acted within hisgici®on when he made the
consent order.

Issuers other than Buzz or Pinewood
1 410 agree with commissioners Alexander and Graf thatting as a director and
officer of:

o JTA

e 372171 BC Ltd

568160 BC Ltd

» Caulfeild Management Inc
630679 BC Ltd

» Silverado Estate Coffee Corp,

Alexander contravened the consent order and actedacphtrthe public interest.
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Buzz

1 411 agree with commissioners Alexander and Graf thaekeeutive director has not
proved that Alexander was directing and managing theat&Buzz and to
dismiss the allegations related to Buzz.

Director and officer of Pinewood
Introduction

1 412The executive director alleges that Alexander contrade¢he consent order by
directing and managing the business and affairs of Pinéfvom May 2000 to
June 2001.

1 413The executive director argues that Alexander’s rolgeafsctodirector and officer
is shown by many matters that amount to directing anthgiag the affairs of
Pinewood. Although the level of his involvement variedravme, she says he
was consistently, throughout the period May 2000 to June 20ig as a
director and officer.

9 414f we find that Alexander:

» was performing similar functions as a director, or
* was acting in a capacity similar to the offices sfiegiin the definition of
“officer”,

for Pinewood, then, unless we find that his conduct wassed for some reason,
he would have been contravening the consent order.

1 415The BC Securities Commission, Alberta Securities Casimn and Ontario
Securities Commission have all addressed the issubaifaonstitutes de facto
director and officer. To paraphrase the wordd/orld Stock Exchang@000), 9
ASCS 658 (at 18) amdlomentas Corporatio2006), 29 OSCB 7408 (at 101),
the test is whether, under the particular circumstanbeslleged director or
officer is an integral part of the mind or managemenhefcompany, taking into
consideration the entirety of his or her involvemerthm context of the business
activities at issue. No individual factor is necesgatéterminative.

1 41&Relevant factors for determining whether a persordis factodirector or officer
(identified inWorld Stock ExchangendMomentas Corporationinclude:

» appointed nominees as directors,
» responsible for the supervision, direction, control apdration of the
company [alone or with other directors],
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* ran the company from his or her office,

* negotiated on behalf of the company,

e company’s sole representative on a trip organized to tsimh@stments,
* substantially reorganized and managed the company,

» arranged a public offering, and

* made all significant business decisions.

1 41Pinewood had a functioning board. Alexander was a maghparhaps a
controlling shareholder in Pinewood (through JTA) whodfaae had a legitimate
interest in the company and in increasing the value cfifases. One would
expect that the Pinewood board would inform, and obtesrviews of, one of its
major shareholders.

1 418Alexander had also entered into a participation agreemiémfNeilson on the
Gambela opportunity. It was Neilson'’s role under théigpation agreement to
design and implement the exploration project. It legg&al and appropriate that
Neilson would stay in close touch with Alexander o pinoject, whether through
Eilers or directly, at least until the Ethiopian goveeminhad signed the PSA with
GPC.

1 41Alexander was also very knowledgeable about oil playse Sudan (near the
Gambela region) and was experienced in finding finan@ngthrt-up projects.
One would expect the directors of Pinewood and GPCktédlasander for his
advice from time to time. Nor is it surprising that Aledanwas consulted by
Eilers, whether in fulfilling her duties for Buzz (fomewood) or in fulfilling any
other duties for the Pinewood board.

1 42QAlexander testified that he did not receive many ofi¢hiers that Neilson said he
sent to him and that he met with Neilson only two oe¢himes after they signed
the participation agreement. That may be. Whetheedwved the letters or not,
as one would expect, he kept up-to-date with the mainislefahe project
through phone calls and face-to-face discussions weilsdn, Civelli, Eilers, and
Brewster, and by reviewing at least some of the writtenespondence.

9 4210n the other hand:

* Alexander’s major shareholding,

* his experience with oil plays and finding funding,

* his participation agreement with Neilson,

» the multiplicity of roles he was playing,

» the less formal and less rigorous processes in a sroafigany, and
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» the fact that the Gambela project was (during this petiwjvhole of
Pinewood'’s business,

meant that, in choosing to be involved in any way atfddixander had to be very
careful indeed not to breach the consent order.

1 422Alexander’s very nature increased the risk of breaghEllis put it — “He always
acts like he’s running the show. He’s a promoter.”

1 42Despite all this, Alexander did not make clear hisgatewriting to the Pinewood
board, Neilson, and Civelli, and he did not obtain leghiice to ensure there
were mechanisms in place adequate to protect him and Bitek$o ensure
compliance with the order.

1 424Nevertheless, the onus is on the executive directprdve the allegations in the
notice of hearing. This onus, taken with some significssues on the credibility
of witnesses and the reliability and probative valusoshe of the evidence, play
an important role in this case.

Analysis

1 42%As commissioners Alexander and Graf describe in fimgings of fact,
Alexander was involved with the Gambela project fronyM@a00. In addition to
his roles as major shareholder, “partner” with Neilsomd adviser to Brewster
(president of Pinewood) and Neilson (wearing his GP{; hatwas looking for
financing for the Gambela project with Civelli, Neilsamd Brewster. In my
view, however, these roles did not, in themselves, maéxaAder ale facto
director or officer. Nor, in my view, was any singlatber raised by the executive
director (if proved) sufficient, in itself, to amountdoting as a director or officer
of Pinewood.

1 42@\evertheless, taken as a whole, do these roles andmexs conduct amount to
more than the sum of their parts? Was Alexandantagral part of the mind and
management of the company, taking into account theegntif his involvement
in the context of the company’s activities? Did heuase office?

9 427There appears to have been little involvement by theddoahe Gambela project
beyond the bare necessities. The directors colidgthad little experience with
oil plays and Brewster said they relied to a significdedree on Neilson (and
presumably Pratt). Neilson and Pratt were competditidtuals, and the board’s
reliance was to an extent justified. Yet none of tinectiors had met or even
spoken with Neilson who communicated with the board bitewr
correspondence and through Eilers. Brewster said tresbeelied to a
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significant degree on Eilers. Minimal oversight by blo@ard or minimal
management by its officers does not, however, necssaan that someone
(whether Alexander or Eilers or Neilson or anyone) stéppéo fill any gap.

Gambela project until September 7, 2000

9 428The executive director says that from May to August 200€xakder took steps
to “cause” Pinewood to pursue the Gambela opportunity. &lsetlsat
Alexander:

* led Neilson to believe that he was representing Pinewood,;

* engaged in extensive discussions with Neilson concerheaxGambela
opportunity and agreed with Neilson and Civelli, among dihegs,
that Neilson would apply for the PSA on behalf of Rioed through a
Pinewood subsidiary;

» arranged the payment of Neilson’s expenses by Pinewood; and

» communicated with Civelli about the financing of the opportunit

1 429n his interview, Neilson told BCSC staff that Alexantkt him to believe that he
had signed the participation agreement on behalf of Piadw Alexander argued
that we should reject this evidence.

1 430 agree that we should give little or no weight to Neilsaunsworn evidence that
Alexander led him to believe he was signing the agreearebehalf of
Pinewood. It is uncorroborated hearsay and | am sosgiaf Neilson’s motives
in making such a statement for the reasons that coromess Alexander and
Graf have set out in the section on credibility aivsses. Alexander did testify
and he expressly contradicted Neilson’s statementp@heipation agreement
did not mention Pinewood, and Alexander signed it ipphrsonal capacity.

1 431IThe executive director asks us to find that because ndPm@ivood’s appointed
directors were aware of the Gambela opportunity attiimat, they could not have
approved the July 2000 trip or the payment. She says tedder must have
approved Neilson’s July trip to Zurich and Ethiopia and theaace payment to
him on behalf of Pinewood. In my view, the evidencer@nawareness of Ellis
and Farnworth is at best ambiguous. In addition, tleztrs did not testify and
in their interviews BCSC staff did not ask them dirggéstions about the
approval of any of Neilson’s invoices. | am not preparedfer that Ellis or
Farnworth could not have approved the trip or the July ¥finpat.

1 43%Given Alexander’s close relationship with Eilers and it of asking his
advice on Neilson’s invoices (see below), it would haaenbconsistent for her to
have done so on this occasion. However, even assuhahghe did speak to
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Alexander, Eilers’ evidence was that the board, ¢east a director, would
customarily have authorized any such payment. David AlexamikEilers told
BCSC staff that Alexander did not authorize it andxalinder denied it. We have
no direct evidence that Alexander authorized or purportedttmaze the
payment. In my view, it is equally plausible that Eilar&l David Alexander, on
their own initiative, perhaps after receiving an asstedrom Alexander on
reimbursement, made the payment without the board’s azdtion, on the
expectation that the board would later ratify or appiioyas it did).

1 433The Pinewood board later ratified an unauthorized paythah Eilers made to
Neilson in August through Buzz. In her interview, Eilagseed with the words of
her lawyer:

[At] the time she made this payment [of $3,000], the deal s@to speak,
in the office. It was either Terry Alexander’s dedtause it was
originally his deal — or it was in the course of beisgigned to Pinewood.
She was satisfied that if she made the payment, oihe a@ther would
reimburse her. Pinewood formally adopted the deal, Pinéweimbursed
her.

1 434\eilson must have had a discussion with either Alezand Eilers about sending
the July 1linvoice to Pinewood, but | am not prepared &,ioh the evidence
before us, that Alexander went so far as to authoozpurport to authorize, the
July 11 payment on behalf of Pinewood. | add thatpalyh $27,542 was not a
small amount, in my view it was not significant i tight of Pinewood’s
operating history. In 2000, for example, Pinewood lost $10069 including a
write-down of some mineral properties ($579,000), completgdla,000
financing through the exercise of warrants and shardss@ent funds in
aggressively pursuing a broadband satellite opportunity anitemet gateway
opportunity, as well as the Gambela opportunity. (Pinelnalmndoned both
communications opportunities in 2000.) The Gambela opportuasyjust one
more in a long line of opportunities pursued and abandoned bydébde

9 439Nor am | prepared to infer that Alexander receivedSdails July 10 and 28,
September 3, and November 29, 2000 letters. Even if | deetievé
Alexander’s testimony that he did not receive thenmretigeno direct or indirect
evidence that he did receive them. That is not to ade¢however, that
Alexander did not receive the information containethaletters. In his
telephone conversations and meetings with Eilers, &gilsnd Civelli, although
the evidence does not show that these communicatioes“@densive”, as the
executive director alleges, in my view, he must have done
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1 438Jnder the participation agreement, Neilson was to dehlthe Ethiopian
government and manage the project. Alexander was tohnflinds. Alexander
believed that they would need $25 to 30 million to fund theksda exploration
program and that he could raise the money through a grqanvate companies
in Europe. He testified that he and Neilson contemglatenging a multi-national
into the project and collecting a finder's fee. The eddesnows that Alexander
and Civelli did some planning on the financing options at thene 2000 meeting
and continued to discuss the financing of Pinewood fromtiniene during the
year.

1 437Alexander also gave advice to Neilson on preparing thicagipn for the PSA
on the assumption that the Pinewood board would apptove my view,
however, the correspondence prior to the board meetiBgmember 7, 2000
does not show that Alexander had agreed or purportedee agthe application
on behalf of Pinewood. In my view, on the evidenceilgetis, Alexander’s
involvement in the planning prior to the board meeting didanaount to directing
or managing Pinewood.

1 438n my view, the executive director has not proved #fiekander led Neilson to
believe that he was representing Pinewood, or thatrbaged the payment of
Neilson’s July 11 invoice in a way that amounted to dingcbr managing
Pinewood. As for the rest, | do not read into Aledex’s activities anything more
than a contribution to the planning undertaken by NeilsanGivelli. This did
not amount to ‘causing Pinewood to pursue the Gambela opportuiitg’.
Pinewood board took that decision on its own on Sepgemnb2000.

Gambela project after September 7, 2000
1 439The executive director points to various matters &eptember 7, 2000 that she
says show Alexander’s involvement in directing and rgangpPinewood:

* Neilson regularly reported directly to Alexander;
* on anumber of occasions, Alexander provided Neilson awttt
instructions, for example:

0 Alexander directly and specifically advised Neilsomviiting to
cultivate good relations with the Ethiopian militarytie interests
of advancing the Gambela opportunity,

0 Alexander wrote directly to Neilson to address his comeabout
the funding of the Gambela project and to assure him that
Alexander and Civelli would, as promoters, be able te ithis
necessary capital, and
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o0 Alexander wrote directly to Neilson to discuss his expgnse
connection with pursuing the Gambela opportunity; and
* Alexander approved payments to Neilson on behalf ofwrind.

1 440Turning first to the alleged approval of payments to Neil#dexxander testified
that Eilers never asked for his approval of Neilson’s ite® but occasionally
asked for his advice on whether Neilson’s budgets and bilegs in line, based
on his experience in Sudan. Eilers corroborated Alex&ntestimony. Brewster
said that he discussed matters, which | infer includetsdtes hotel bills, with
Eilers regularly. He said: “My understanding was {h&ilson] was
communicating with ... Eilers on matters that were bhbasekeeping nature in a
way. | mean, he needed some money for hotel billgEilers] and |
communicated on a regular basis by phone, or sometimesltl go into the
office, and | would keep up-to-date on what was happening.”

1 441The executive director says that several documentsachct Alexander’s version
of events. | do not think they do.

1 4420n November 5, 2000, Neilson faxed Alexander to request $7,@0W¢o past
and future hotel bills. Eilers responded by fax dated Novei2000:

Received your faxes from this weekend. Once Terry getwetoffice |
will request approval on the wire transfer.

1 44ZFEilers faxed Neilson on November 6 confirming that thlipiested $7,000 had
been wired to him. This amount was charged to Pinewdd@%account. On all
the evidence, | am not prepared to infer from the wordieiirfax that Eilers
requested approval from Alexander on behalf of Pinewodkabthe gave it.

9 4440n or around April 9, 2001, Neilson faxed Pinewood for furtheds for his
expenses in the amount of $10,000. He wrote again in urgers te Alexander
in an undated fax. Alexander denied receiving these faitex:s faxed Neilson
on April 18 to say that she had spoken to Alexander “and hiadraed, so | will
be transferring US$10,000 to the bank as before”. Agaim, na@ prepared to
infer from the words “he has agreed” that Alexander digtling more than agree
that the costs were in line.

1 44%Also on April 18, 2001, Eilers faxed Neilson a note, purportédisn Alexander:

Received your request for further funds. Please provide baekpgnse
reports ... as per my request.
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Once we receive your completed reports we will wismsfer additional
$$.

9 446N hether or not Alexander authorized this note, | do r@w\i as evidence that he
authorized or purported to authorize the payment. nbie simply says that the
money would be wired once the expense reports wera/eelcelt says nothing
about who had, or would, formally approve the payment.

1 44 Pinewood paid nine invoices from Neilson for his travglenses from July 11,
2000 to April 18, 2001. Without any direct evidence on the involvemmethe
board in the November 6, 2000 and April 18, 2001 payments, ang takin
account evidence that the Pinewood board or Brewster\agapideilson’s
expenses on other occasions and BCSC staff did not ask dreydirectors
guestions about the approval of Neilson’s invoices., hatrprepared to infer that
Alexander played a role in Pinewood’s approval of Neils@xpenses beyond the
one he asserts.

9 448As a result of Neilson’s reports to him, Alexander kmaare about what Neilson
and Pratt were doing than the Pinewood board. Nevesthan the period
September 2000 to January 2001, Neilson had not addressed all the
correspondence in evidence before us to Alexander. Haisem-date to Eilers,
for Pinewood, on September 27. He sent up-dates todaraittober 16 and
November 2 and copied them to the Pinewood board.

1 44%After November 2, it appears that he sent several ugsdatd requests for advice
to Alexander, but not to Pinewood, until his report to tileWwood board dated
January 15, 2001 (but probably not sent until early February 2004ppears that
Neilson addressed most, if not all, of his up-dates (arwlaes) after that only to
the Pinewood board. In addition, Eilers forwardelg¢ast some of the earlier
letters addressed to Alexander to the board or onesafitbctors. In any event,
his passive receipt of up-dates on the PSA applicationnénnation relevant to
his investor relations activities, does not support a fonthat Alexander wasde
factodirector and officer of Pinewood.

9 4500n September 7, 2000, the Pinewood board had put Neilsoly fir the driver’s
seat when they decided to put the Gambela project istbsidiary, GPC, and to
make him a director and the CEO. It was then for Bremand the Pinewood
board to oversee GPC'’s activities, but not to direct aadage the company; that
was the role of GPC’s board and its officers.

1 451Because he introduced the Gambela opportunity to the Pinevo@od and
provided advice to Neilson from time to time, Alexandeywsth have informed
the board about his participation agreement (and ongoindvement) with
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Neilson. His failure to do so, however, did not irlitsnake him ale facto
director or officer of Pinewood.

1 452 do not agree with the finding of commissioners Alexaradet Graf that
Alexander was involved in the US$140,000 loan to GPC. Alexapdtfied he
was not involved. Civelli corroborated his evidence taxdi BCSC staff that:

Q Did you discuss with Terry Alexander the raising of$té0,0007?
No.

US as opposed to Terry Alexander?
Well, yes, he was not going to raise any money.
He told you that?

A Yes.

A
Q ... Is there any particular reason why you agreed to 188#®00
A
Q

1 453n his letter to Pinewood of October 31, 2001, Neils@edsd that he had been
working on the Gambela project for Alexander and actinglerander’s
instructions under their participation agreement. He Isaihad no agreement
with Pinewood and explained why, in his view, Alexandes Wable personally to
pay his professional fees. Nevertheless, in discg$ssperformance as
President and Treasurer of GPC, he said:

... | had the responsibility of conducting the day to day iffai the
Company in Ethiopia in preparation for the proposed US $3®Mi
Exploration Program that was to commence as soon &aimbela PSA
was executed. Nobody told me what to do. | knew whatdaéd done.
From July of last year until the date the Gambela R@#8 executed, my
primary responsibility was to finalize the terms of Gh@mbela PSA with
the Ethiopian Ministry of Mines & Energy while at teeme time making
preparation for the infrastructure that had to be putaoepfor the
construction and completion of the base camp by theff2001 ...

As soon as the PSA was signed on January 24, | imregdvaént to work
on the preparation of the infrastructure for the basapcal retained [B] as
Legal Counsel to the Company, and | put my two enginee@dBMV], on
the payroll ... The two of them had already been workamgrfe for two
months without pay. As President and Treasurer of drapany it was
my responsibilityamong many other things to pay [B], to pay [E and
M], to pay my hotel bills, to pay my traveling expenses, ttpa Land
Rentals and National Training Contribution to the Etlaopgviinistry of
Mines & Energy when due and payable, and to pay all of timep@oy’s
operating expenses, and to pay myself. | did not needraation from
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anyone to make any of these payments. | was fully erapegito make
all of these payments myself, and it was my respongildimake these
payments. ... [Neilson’s emphasis]

... On February 16 [2001] | sent an urgent letter to the Bolabdrectors
of Pinewood Resources Ltd requesting a minimum of US $3060000
conduct the day to day affairs of the Company. The requeessignored.

... [Some] US $140,000 ... was provided by Carlo Civelli ... at my
entreaty. As it was, | had to plead with Carlo toaambe the funds at the
risk of losing the Concession. Terry Alexander haddiatrefused my
request to advance the money to pay the Land Rentals ... warehdue
on February 23, 2001 ...

1 454The executive director asked us to rely on this lettevakence that Neilson took
instructions from Alexander. For that purpose, | doplete much weight on it.
It is uncorroborated hearsay and | am suspicious @¢$&Nes motives in making
that assertion. However, the evidence on Alexand&els of involvement in the
US $140,000 loan was corroborated by Alexander and Civeladdiition, | can
see no motive for Neilson to lie about the origins efldan.

1 4550n April 18, 2001, Alexander wrote (or authorized Eilersitite) to Neilson to
ask for “back-up expense reports for the outstanding anfikmmtyour last
expense report, plus back-up for the US $130,000 and US $10,000 forwarded
you by Carlo as per my request”. The phrase “as peequest”’ can be read as
modifying the “back-up” or the “US $130,000 and US $10,000”. Looking ainly
the document, both are equally plausible.

1 45@n the light of all the evidence, however, in my vighe phrase was intended to
apply to the back-up reports. It did not mean that Aldgahad requested that
Civelli forward US $140,000 to Neilson. The note to Neilsspeated an earlier
request for backup reports. Eilers had asked Neilsoretréit day for a receipt
for the land rental payment. Later, Neilson faxeat mo Eilers, undated but
apparently responding to both faxes of April 18, attachin@écordance with
your request” the receipt for the land rental payment avitl Sonfirmations of
the transfers of US $130,000 and US $10,000 by Clarion FinaryzthiBtime,
both Brewster and Pinewood’s solicitor had become ewathe US $140,000
loan to GPC and so it is not surprising that Pinewoodse&eking backup
documentation for the transfer.)

9 457 read in Eilers’ letter of May 8, 2001 no more than ssegtion that Neilson
would need Civelli's and Alexander’s help if he were toeéhaxy chance of
getting an extension of the PSA and finding the financinigil&\l agree that
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Alexander’s letters to the Ethiopian government shat Mexander continued to
seek funding for Pinewood, | do not think they show tHak&nder continued to
direct and manage Pinewood. The directors did not knoat AMexander was
doing. In my view, Alexander was doing no more tharagginst all the odds to
keep the deal alive. This did not amount to directing oragag Pinewood.

Conclusion

1 458uring the relevant period, the directors of Pinewootewmt Alexander’s
nominees (in the sense that they followed his instrugfionmere figureheads.
There was a legitimate, functioning board, presidemp@aatant, administrative
officer, and company solicitor in place. It is odd tNatilson and Brewster never
met or spoke to each other, but it is clear that Neitid communicate with
Brewster and the board through Eilers, and via Neilsontsen correspondence.

1 45%Pinewood’s solicitor told BCSC staff that from Septem®000 he spoke to both
Eilers and Brewster fairly regularly on Pinewood matteHe said that, so far as
he knew, Alexander had no influence over the affailRinéwood and he had
never spoken to him. The directors made similar statesnel'here is no
evidence that the board was accustomed to act in acoarelath Alexander’s
instructions and it appears that the directors applied imdiepe thought to the
matters before them.

1 460The executive director says that Alexander concealediraistion of Pinewood
by using Eilers to provide instructions to both Neilsod Bmewood’s board of
directors. In my view, there is no credible eviderceupport this allegation. |
do not view Alexander’s few written communications to Bl&il as instructions;
rather, they seem to me more in the nature of adviceports on Alexander’s
efforts to find funding. Nor do I think that these actaatin relation to Neilson
amounted to oversight of GPC or Neilson on behalfioé\Wwood.

1 461Alexander did not undertake any functions that would nognpathperly only be
discharged by a director or officer. He did not, foaraple, approve the payment
of Neilson’s invoices. In my view, his investor relasoactivities were not
activities or functions that would normally only be penied by a director or
officer. The activities he did engage in were limitadd produced no results).

1 462n my view, on the evidence before us, Alexander didyoato far as to
participate, with the appointed directors and officersh@supervision, direction,
control and operation of Pinewood. There is verigl#vidence that Alexander
did anything. During the relevant period, he participated witlelGito help
Neilson put the Gambela PSA application together, dniced the project to the
board through Brewster and Eilers, and provided his viewsdndeawhen
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asked. There is no evidence that he made, or participatiagportant business
decisions by Pinewood.

1 463The executive director makes much of the fact thataieer, Eilers, David
Alexander and Pinewood and its directors shared offiaees | agree that it is a
factor we should take into account in our assessmaeutt. irBmy view, it would
also be unreal to expect that no one would talk to anyseeabbut matters of
common interest in these circumstances.

9 464There is no credible evidence that Alexander held hinesg)for was held out by,
Pinewood as a director and officer. The directorgjqdarly Brewster, were
aware that the consent order prohibited Alexander fretim@as a director and
officer and Brewster took some steps to ensure he didnso.

1 46RAlexander is right to point out that his activitieene not on a par with those of
others who have previously been found talbdactodirectors. However,
conduct not on a par with the examples in the cased twtus may still amount to
directing or managing a company. That begs the questioherewo draw the
line, particularly in the case of a small company vigth resources and no
significant business activities. Pinewood, like many cangsaof its type, was
not well-endowed with expertise, money, or staff. ifitilials tended to dive in to
get things done. In my view, we should not set a stdrgtahigh that individuals
such as consultants, lawyers, accountants, and sideehwould be unduly
concerned about being vieweddesfactodirectors or officers, with the resulting
duties and responsibilities that would follow.

1 46@n my view, the executive director has not provedatifegation that Alexander
was ade factodirector and officer of Pinewood. Accordingly, | woualgmiss the
allegation and the allegation that Eilers assisted him.

Engaging in investor relations activities on behalf of Pinewood ahJTA

9 467 agree with commissioners Alexander and Graf thaka#ider contravened the
consent order and acted contrary to the public interesh@gging in investor
relations activities on behalf of Pinewood. In mywwide also engaged in such
activities on behalf of JTA.

Alexander was on the look-out for a company or compahetsmight partner
with Pinewood. He was also looking for financing fond®vood itself. He wanted
to sell JTA's shares in Pinewood. Any financing for thel@ewation program
would very likely have involved the purchase or sale of sgesiof Pinewood,
whether through a private placement in Pinewood oreacfd?inewood’s shares
by JTA, or both (as R Co proposed).
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1 468Alexander argues that there is no evidence he activéljcmed Pinewood in
order to promote the sale of Pinewood shares. | agthe¢he executive director
that “promote” in the definition of “investor relatioastivities” does not mean
“actively publicize”. | prefer the ordinary (broader)anéng, that is, activity or
communications that ‘support, advance or encourage’ the gaear sale of
securities.

1 46Alexander argues that if any investor relations activiedk place, they could
only have been aimed at the sale of JTA’s shares ew®iod. He says any such
activity would have been “protected” by the prohibition @ding JTA’s shares
(and the protective condition precedent intended foEtiee Sale Agreement)
and the corresponding need to first obtain a variaifdhe order. | do not agree.
Alexander was here acting on behalf of both PinewawdJZA. In addition, the
prohibition on investor relations activities in the consedier was intended to
keep Alexander from carrying on this type of market agtivir here could be no
cure in an eventual variation of the order to allowpecsic trade.

1 47QAlexander complained, with some justification, tha executive director had not
explained how the evidence before us fell within the dedimiof “investor
relations activities” and therefore implicated him. n@nission panels should not
have to fill in any blanks in the executive directotbmmissions but, in this case,
after hearing oral submissions, in my view, it is adtig step to complete the
picture and there is no unfairness to the respondentsng so.

Trading while unregistered
Sale of JTA’s shares in Pinewood to R Co

1 471Did Alexander and JTA engage in acts in furtherance ofiidposition of JTA’'s
shares in Pinewood to R Co contrary to section 34(B@rde with
commissioners Alexander and Graf to dismiss these atbega

9 472There is no evidence that Alexander or JTA solicitedféer from R Co for the
purchase of JTA’s shares in Pinewood. désfactodirector and officer of JTA,
Alexander merely signed documents on behalf of JTA astducted his lawyers.
Nevertheless, in my view, these were acts in furtiexaf the disposition of
JTA’s shares in Pinewood for valuable considerationsandere a “trade”.

9 473However:

when the trade at issue is not a physical trade, bu#cam' furtherance’,
obviously section 34 would not require registration if tlaelé being
facilitated would not itself require registration ifrsummated.Kenneth
Walter Hrappstead[1999] 15 BCSC Weekly Summary 13, page 8)
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1 474t was not the intention of the legislation to requigistration for such acts. In
my view, the same principle applies to a discretionagyrgtion (whether under
the securities legislation or by variation of an oydéWhere an application for
exemption from the securities legislation or variatad a decision is reasonably
likely to be granted, then reasonable acts in furtherarealso exempt, whether
the application is granted or not and whether the tad&acuted or not.

1 47350n the evidence before us, the executive director wonldstlcertainly have
granted an application from Alexander and JTA to varyctresent order to allow
the sale of JTA’s shares in Pinewood to R Co. Aldeamand JTA intended to
apply for a variation. Before applying for a variatiortled consent order,
Alexander’s and JTA’s acts in furtherance were noeasmonable, although
obtaining legal advice and putting the BCSC on notice sowaald have been
desirable. All those involved were aware that the tradleld take place only if
the executive director granted a variation. Sincedtad fell through for other
reasons and Alexander and JTA did not apply for thetran, there was no
actual consequential exemption for the acts in furtherdna it would be an
unreasonable interpretation of the legislation to baythe acts nevertheless
breached section 34.

Issue of shares in Pinewood
1 474 agree with commissioners Graf and Alexander thakaider did not act to
further the issue of shares in Pinewood to R Co.

91 47Did Alexander contravene section 34(1) of the Act anctawtrary to the public
interest by engaging in acts in furtherance of thpadigion of shares of
Pinewood to finance the Gambela opportunity (apart flmptoposed R Co
private placement)? Any search for financing of Pinewoo@RC reasonably
could be expected to promote the purchase or sale ufitsex of Pinewood, for
example, through a private placement in Pinewood osdleof JTA's shares. As
described above, this put Alexander’s activities in crgadidatabase and
communicating with potential sources of financing squardlyimthe definition
of “investor relations activities”.

1 478Alexander’s activities and communications also fell sglyawrithin the definition
of a “trade” in section 1(1) of the Act. His investefations activities were also
acts, solicitations, conduct or negotiations directlindirectly in furtherance of a
disposition of a security (in Pinewood) for valuablesideration.

1 47Alexander was prohibited from trading without registratunless the trade was
allowed under an exemption. As a result of the conseldr, no such exemption
applied. Accordingly, in my viewAlexander breached section 34(1) of the Act
and acted contrary to the public interest.
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Allegations against Eilers

1 480n allowing Alexander to act as director and officed®A, Eilers arguably
assisted Alexander in contravening the consent ordethé allegation in the
notice of hearing is more specific than that. Thecetiee director says that
Eilers “assisted Alexander in concealing the fact tlkeatvas actually directing
JTA while attempting to dispose of his Pinewood sharesierd is no evidence
that Eilers or Alexander directly or indirectly caaded anything when Alexander
acted to accept R Co’s offer to purchase JTA’s sharesuld dismiss this
allegation. | agree with commissioners Alexander and (Ggi the other
allegations against Eilers are not proved.

9 4810ctober 24, 2007

Robhin E. Ford
Commissioner
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