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The Heari ng

This hearing was held pursuant to section 28(3) of The Securities
Act, 1988 ("the Act") to determne the suitability of Ross M chael
Taylor for registration as an officer of Metropolitan Financial
Advisors Limted ("Metropolitan").

Fact s

On May 15, 1990, M. Taylor applied to the Saskatchewan Securities
Comm ssion ("the Comm ssion") for registration as an officer of
Met r opol i t an. Hs application indicated that he was a vice-
presi dent of Met r opol i tan, responsible for all aspects of
Metropolitan including sales and marketing, product devel opnent,
| egal affairs, regulatory affairs, conpliance and investnent
managenent .

Metropolitan is registered as a nutual fund deal er in Saskatchewan.
It is also registered in British Colunbia, Al berta, New Brunsw ck,
Nova Scotia, and Newfoundl and.

Carol Henrickson, Deputy Drector, Registration, testified on
behal f of Comm ssion staff. She took the position that M. Tayl or,
who would be responsible for ensuring Metropolitan's conpliance
with regulatory matters, should not be registered. Her concern was
based on his actions while he was enployed by MLeod Young Weir
Limted ("MlLeod") in Hamlton, Ontario from October 1984 +to
January 1987 as a registered representative. She was also of the
view that he did not have five continuous years rel ated experience
in the securities industry as required by subsection 38(4) of The
Securities Regul ations.

A Settlement Agreenent dated March 11, 1988 ("the Settl enent
Agreenent") between the Investnent Dealers Association ("the |DA")
and M. Taylor was entered into evidence. In the agreenment, M.
Taylor agreed to pay a fine of $10,000, to be suspended as a
regi stered representative for a period of eighteen nonths from
February 1, 1987 to August 1, 1988, to rewrite and pass the
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regi stered representatives examnation and to pay costs of the
investigation in the anount of $500.00. M. Taylor acknow edged
the IDA's allegations agai nst himwhich can be sumari zed as:

1 On January 5, 1986 opening a margin account and options
account and signing the necessary agreenents on behalf of a
client without the client's authorization or know edge, and
thereafter executing options trades w thout the authorization
or know edge of that client.

2. During the period from My, 1986 to January 23, 1987,
executing a nunber of option trades on behalf of two
i ndividual clients without having received the required prior
aut hori zati on.

M. Taylor submtted a form of Settlenent Agreenment wth his
Application for Registration which omtted Part | - Statenent of
Facts of the Settlenment Agreenent.

At the tinme of the Application for Registration, he had not paid
the $10,000 fine, had not paid costs of $500.00 nor had he witten
the registered representative examnation as required by the
Settl enment Agreenent.

M. EdJd Wiss, Drector of Human Resources for Metropolitan
testified that M. Taylor was first enployed by Mtropolitan in
June of 1988 as a vice-president responsible - for product
devel opnent and nanagenent. Hs duties were to “clean up the
product ness" that existed from when Metropolitan bought its nutual
funds fromthe defunct Principal G oup.

He said that M. Taylor examned the prospectuses and other
marketing material and brought them into |ine wth National
Policies on nutual funds. He also highlighted and dealt wth
several instances of questionable sales practices.
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Since joining the firm M. Taylor took on additional duties and
responsibilities, and was appointed to his current position as
"Conpliance Oficer" responsible for the distribution and sal es of
Metropolitan's nmutual funds in March, 1990. As such, he would have
to be registered and approved by the securities admnistrators.
The firm was aware of M. Taylor's difficulties at MLeod, as he
had di scl osed these to Metropolitan's managenent when he was first
enpl oyed. The firm was also aware that there nmay be difficulties
with M. Taylor's registration because of this, but decided to
proceed nonet hel ess.

M. Wiss took the position that M. Taylor was by far the best
candidate for the job, and that the firm had confidence in his
abilities and diligence. He said that there has been no hint of
i nappropriate behavior during his enploynent with Metropolitan

He was confident that M. Taylor has "turned over a new leaf" and
that what happened during his enployment with MLeod would not
happen agai n.

Ross Taylor then testified. He outlined in detail the facts that
led to his leaving MLeod in January 1987, and to the Settlenent
Agreenment with the |DA He acknow edged that his conduct was
unbecom ng a registered representative, but stated that it was an
aberration in a otherwise strict approach to the securities
busi ness.

He saw hinself while working at MLeod as a bright, intelligent,
al t hough sonewhat over-confident person. As a student he had a
special interest in derivative products, and while at MLeod
devel oped sone expertise in options. He achieved recognition in
this area, and was approached by MLeod about becom ng an options
strategist. Hs goal was to acquire institutional accounts and
advi se them on hedging activities.
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In the neantine, he said that about five to ten percent of his
clients were engaged in trading in options. He had educated these
clients about trading in options, and had taken all the necessary
steps to open options accounts. They were prepared to take the
high risk of options trading in return for expected high
per f or mance.

M. Taylor said that his difficulties, which cul mnated on January
23, 1986, involved three clients. Two of them had options accounts
for about one year. He said that he had had prior discussions with
these clients to the effect of "if the market does this and this,
we should do that". Wiile a strategy had been pre-authorized sone
specific trades were not. He acknowl edged that while he did have
authority for the mgjority of the trades in the two accounts,
he did not have authority for sone of the options trades for these
clients.

The third client was his wife to whom he had been recently marri ed.
She had been holding a sum of noney in trust for her famly which
was invested in treasury bills. On January 5, 1986, w thout her
aut hori zation or know edge, M. Taylor opened an options account
and began trading in options with this noney. He stated that he
was overconfident and thought he knew what the narket would do.
He believed that he could nmake a |l ot of noney for his new wife and
her fam |y and thereby inpress them

However, in January of 1987 the market didn't behave as expected,
things went gravely wong and he |ost over $60,000 of his wife's
trust noney. He lost significant sunms for the other two clients

as well. He stated that all of this occurred in a three week
period ending January 23, 1987. On that date he disclosed all of
his transgressions to MLeod and subsequently resigned. McLeod

paid conpensation to Ms. Taylor as well as to the other two
clients. Al t hough the incident initially caused significant



6

difficulties between them he and his wife are presently Iliving
t oget her.

The |IDA began an investigation and reviewed all of his past
transacti ons. However, M. Taylor stated that no questionable
transactions were revealed other than those he had disclosed to
McLeod.

He wanted to remain in the securities industry, but knew that he
woul d have difficulty getting enployment with another firm because
of the outstanding |DA investigation. He therefore began carrying
on a fee-based financial planning practice. A settlenment with the
| DA was reached on March 11, 1988, but by then he had an offer of
enpl oyment with Metropolitan which he accept ed.

He said that he threw hinself into his work with Metropolitan
updating the product and cleaning up the ness that had been
inherited from the Principal Goup back in 1987. He described in
detail the managenent system he has devel oped to ensure conpliance
on regulatory matters. It includes weekly conference calls wth
district sales managers during which they discuss conpliance
probl ens, the review with sales staff of new regulatory rules, and
an approval process for advertising. He ensures that nenos
concerning conpliance are catalogued and retained. He stated that
conpliance is very inportant for him because he is so painfully
awar e of what can go w ong.

He expl ained why he submtted an edited version of the Settlenent
Agreenment with his registration application. During discussions
in March 1990 with Mtropolitan regarding his appointnent as
conpliance officer, he gave them an edited version of the

Settlement Agreenment. He had deleted Part | which outlined facts
relating to his wife because these facts were too personal and
pai nful for him to discuss. This edited or abridged version was

sent in with the Application for Registration by m stake. He
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stated that he had recently paid the outstanding $10,000 fine to
the IDA. It wasn't paid sooner because he was of the view that it
was payable only in the event that he sought reregistration wth
the | DA There had initially been an understanding that
Metropolitan would pay the fine on his behalf, but the matter was
reconsidered and it was agreed that it was nore appropriate that
he pay the fine personally.

Deci si on

Section 28(1) of the Act requires that a registrant be suitable for
registration and that registration is not objectionable. The issue
is therefore whether M. Taylor's actions in late 1986 and January
of 1987 cause M. Taylor to be unsuitable for registration.

The principle set forth in the case of Lynburn v. Myland, (1932)
2 DLR 6 (P.C), is that persons dealing in the securities
i ndustry should be honest and of good repute. | accept M.
Tayl or's account of the events that led to his |eaving MLeod. It
is largely borne out on a review of the Settlenent Agreenent. M.
Tayl or appears to be an honest and conpetent individual.

| am concerned about the fact that M. Taylor submtted an edited
Settlenment Agreement wth his application for registration.
Al though | am satisfied that he did not intend to mslead the
Comm ssion, he was responsible for insuring that the registration
information was conplete, and should have exercised nore care. |
am al so concerned about his position regarding paynent of the |DA
fine and the fact that it was so recently paid. The Settlenent
Agreenent, which he signed states that $5,000 of the fine was
payabl e on approval of the Ontario District Council and the bal ance
was payabl e by January 15, 1989.

Hi s behavior in January of 1987 was grave and his actions cannot
be mnim zed. However, he acknow edges the seriousness of his
conduct, and he doesn't attenpt to excuse or justify it except to



admt to over-confidence, even arrogance, about his know edge and
experti se.

The evidence indicated that his msdeneanors were focused in a
fairly short period of time, and didn't anpbunt to an extended
course of conduct. Except for one trade on May 7, 1986, all of the
unaut hori zed trades took place in |ate Decenber, 1986 and the first
three weeks of January, 1987. In the three and one-half years that
have el apsed since then there is no evidence of conplaints about
his behavior. Hi's present enployer praises him highly and has full
confidence in his abilities and character.

M. Taylor says that he has learned from his m stakes. He appears
to have been hunbl ed by the experience.

Ross M chael Taylor nmade serious errors of judgenent and failed to
conply with sone of the basic rules of the securities industry.
However, he is entitled to a fresh start. Because M. Taylor does
not neet the experience requirenents of subsection 38(4) of the
Regul ati ons, and because he has not been directly involved in the
securities industry for a sufficient period of tine since January,
1987 to fully redeem hinself, Ross Taylor will be registered as an
of ficer of Metropolitan subject to the foll ow ng conditions:

1. That the President of Metropolitan submt a satisfactory plan
setting out the manner in which Ross Taylor will be supervised
to ensure that he is properly performng the functions of his
position;

2. That Ross Tayl or be under supervision according to the terns

of the supervision plan for a period of one year follow ng
initial registration; and
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3. That the President of Metropolitan submt bi-annual witten
reports wthin six nonths and one year of the initial
regi stration of Ross Taylor outlining:

(a) t he managenent system devel oped and inplenmented by Ross

Taylor to ensure conpliance wth security regulatory
requi renents;

(b) actions taken by Ross Taylor during the reporting periods
to deal with conpliance problens within Metropolitan; and

(c) the manner in which Ross Taylor has perforned the
functions of his position generally.

Dat ed at Regi na, Saskatchewan, this 27th day of July, 1990.
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