IN THE MATTER OF THE SECURITY FRAUDS PREVENTION ACT
R.S.N.B. 1973, c. S-6 AS AMENDED

AND

IN THE MATTER OF
HERITAGE FINANCIAL SERVICES LIMITED

ORDER

WHEREAS on January 23, 2001, the Administrator of the Securities Administration Branch
issued a Notice of Hearing in respect of Heritage Financial Services Limited (“Heritage”);

AND WHEREAS Heritage entered into a settlement agreement dated February 23, 2001 (the

“Agreement”) in which it agreed to a proposed settiement of the proceeding, subject to the
approval of the Administrator;

AND UPON REVIEWING the Agreement and the Statement of Allegations of Staff of the
Branch;

AND WHEREAS the Administrator is of the opinion that it is in the public interest to make this
Order;

IT IS HEREBY ORDERED THAT:

1. the Agreement, a copy of which is attached to this Order, is hereby approved;

2. Heritage pay, pursuant to section 25(2) of the Security Frauds Prevention Act an amount
of $1,000 to the Minister of Finance for the Province of New Brunswick, for the costs of
the investigation.

DATED this 26™ day of Felpdary, 2001.

A
DONNEW. S

Administrator

ITH,
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1N THE MATTER OF THE SECURITY FRAUDS PREVENTION ACT
R.5.N.B. 1973, c. 8.6 AS AMENDED

AND

IN THE MATTER OF
HERITAGE FINANCIAL SERVIGES LIMITED

1.1
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2.2
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SETTLEMENT AGREEMENT

INTRODUCTION

Heritage Financial Services Limited ("Herltage”) s a broker registerad In New Brunswlck
to trade In securitles,

in the course of a compllance raviaw, staff of the Securities Administration Branch
("stafi") learned that salespersons employed by Herltags In ather provinces wara trading
on behalf of New Brunswick resldents. These salesparsons were not registered In New
Brunswick.

Herltage provided a list of 17 salegparsons, rasporsible for New Brunswick accaunts,
who were not registerad in New Brunswick.

Herltage has agteed to either submit application for the regtstration of these
galespersons ar provide canfirmation that they have tranaferred the accounts to 8
registered salesperson, to ensure compliance with New Brunswick's legislation.

STATEMENT OF FACTS

Heritage acknowledges the following facts as correct for tha purposes of regulatory
proceedings In the Province of New Brunswick and for no other purpases.

Haritage Financial Services Limited ("Heritage”) is a body corporate, Incorporated under
the laws of the provinca of Nova Scolia on April 3. 1888 and registered in New
Brunswick as an Extra-Provinclal Corparatlon on January 9, 1880 by certificate 072458,

On Nevember 1, 1991, Heritage was rogisterad with the Securities Administration
Branch as a braker, llconsed to trade securities, restrictad to distributing mutual funds
appravad for distribution in New Brunswick, and has been registered conlinuously since
that date.

In the course of & compliance review, staff noted that salespersons employed by
Haritage in other provinces were trading on behalf of New Brunswick residents. These
ssleaperaona were not reglsterad In New Brunswick.

P. 004
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25 By letter dated October 4, 2000, Heritage was required to provide, among other things, a
list of Naw Brunswick cllants with the nams of the represantative who serviced each one
and a list of non-resident cllents wha were serviced by New Brunswick representatives.

2.6  The requested Information was provided with a lefter from Terry Mitier dated Octtober 19,
2000 and revealed that Harltage had 17 salespersons wha were not registsred In New
Brunswick but wha had traded on behalf of New Brunswick clients.

2.7 A review of the company manual revealed a company directive tu salespersons
(Administrative Pracedures at C-18) which raeds as follow!

“i¢ a oliont moves to a provinca where the currant Assaclate 1s not registared with
that Provinclal Securitias Commission, the cllent must sigh an out-of-province
Rep form.”

2.8 Herltage has permitted unreglstered salespersons to trade on behalf of New Brunswick
cllents ovar a pericd of years.

2.8 By permiiting such unregistered trading, Heritage has saved approximately $10,000 in
reglstration fees and may have further benafitad from the commissions eamed on trades
sxecuted for Its New Brunswlick clientele by unreglsterad representatives,

2.10 In addition, Haritage’s adminjstrative proceduras actually condoned such unregistered
trading.

2.11 The investgation of unregistered trading actvides by Heritage &nd its staff has cost the
Branch approximately $1,000.

1| POSITION OF THE RESPONDENT

3.1 BRM Capltal Corporation (‘BRM") has acquirad Heritaga.

32  Since acquiring Herltage, BRM has and continues to implement changes In the
compliancs procedures of Herltage. Among tha changes Implemented, the company
manual has besn amended by deleting the directive refarred to In paragraph 2.7 above.

3.3 There have bean no client complaints or ham and no adverse impact upon the capital
markets of New Brunswick gs a result of the facts referred to in Part |1 of this agreement.

44  Harntags has co-operated throughout with staff In the Investigation of the activities
referred to in Part |l of this agreement.

v JOINT SETTLEMENT RECOMMENDATION

4.1 Staff agree o racommiend settlemant in accordance with the terms and conditions set
out below. :

42  Heritage agrees to the seltlement based on the facts set out in Part Il and consents to
the meking of an order on the basis of those facis.

. ;\
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4.3

This Sattlsment Agreament will be releasad to tha public anly if and when the settlement
iz approved by the Administrator, :

P. 006

#

v TERMS OF SETTLEMENT
6.4  Heritage agrees to:
' a) not make eny statement which is inconsistant with the Statemant of Facts, after the
settiement Is approved;

b) ensura thal no salespersan, gponscred by Heritage, trades an behalf of New
Brunswlick residents, without being reglstored in New Brunawlck;

c) submit applications, by February 28, 2001, for reglstration of el salespersons whe
cohtinue ta trade on behalf of Naw Brunswick resldents;

d) submit caonfirmation by February 28, 2001, of the transfer, to a registered
salesperson, of any cllents whose salesparsen has chesan to not be reglistered In
New Brunswilck;

e) revise the diractive In the company manual to require that a salesperson must be
registered In every province where he manages accounts If such registration s
required by such provirice;

f) voluntarlly pay an amount of $15,000 for the purposes of Investor education to Public
| egal Education and information Servics of Now Brunswick [ne. (P.LLE.LS. - N.B.);

g) pay, pursuant to sectlon 25(2) of the Securily Frauds Preveniion Act, an smount of
$1,000 to the Minister of Flnance for the Provlnce of New Brunswick for the cosls of
the Investigatian; and

Vi STAFF COMMITMENT
6.1 Staff agree to:

a) not seek suspension, canceliation or any ather disclplinary order In raspact of Herltage's
ragistration, In relation to the facis set out in Part 1l

b) not take any separaie actlon againsi Heritage, nor any of Heritaga's unregistered
representatives, nor any of the company's officars or dirgctors;

o) accept and review each non-résident representativa’s application an its own merits,
soparata and apart from any Illegal activities Idantified In this seitlement agreement with
Herltaga.
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vil PROCEDURE FOR APPROVAL OF SETTLEMENT

7.4  Upon exacution of this agreement by staff and by Herltege, staff will apply ta the
Administrator for an order approving the terms sat out herain.

7.2 ¥ this Settlement Agreemant Is approved by the Adminlstrator, 1t will canstitute the
entiraty of the evidetice to be submitted respecting Herltage in thls matter and Herltage
agress to walve any right to a hearing and/or appaal with respact ta this mafter.

7.3 If, for any reason whatscever, this settlement la not approved by the Administratar. or
the otder set forth In Schadule “A™ Is not made by the Administrator:

a) staff and Hedtage will be entliled to all avallable praceedings, remedles and
challenges, Including proceeding fo 8 hearing, unaffected by the Sottlament
Agresment or the settiement nagotiations;

b) the terms of this agreement will not ba raferred 1o In any subsequent procaeding or
disclosed to ahy person, axcept with tha written consent of both staff and Heritage or
as may ba required by law; and :

¢) Herltage further agrees that It wili not ralse, In any proceeding, the Seftlernent
Agreement of the negotlation or process of approval thereof, g6 & basls far any
attack on the jurisdiction of the Adminlstrator, alleged blas, appesarance of blas,
allaged unfairness or any other challengs that may otherwlse ba available.

vil  DISCLOSURE OF SETTLEMENT AGREEMENT

84 The terms of the Settlement Agreement will be treated as confidential by the partles
hareto untll approved by the Administrator and foraver If, for any reason, the Settlement
agresment Is not approved by the Adminlstrator.

8.2  Any atligation as to confildentlallty shall terminate upon the approval of this Settlement
Agreement by the Administrator and 1t will bacome publi¢ Information.

X EXECUTION OF SETTLEMENT AGREEMENT

8.1  This Settlement Agreamenl shall canstitute a binding agreement and a facsimila copy of
any signature shall be as affoctiva as-an coriginal signature.

rd

DATED thls 2 3_ day of February, 2001

S|IGNED, SEALED AND DELIVERED

He e Finencial Services Limited Staff of the Sacurities Administration Branch

BY| By

RN TR L'-'n.(,ul"r\ Ed LeBlanc
A ' Deputy Adminlatrator
| NPT e Compllence and Enforcement h
0\
{V
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Schedula A"

to Sattlarent Agraamant
IN THE MATTER OF THE SECURITY FRAUDS PREVENTION ACT
R.S.N.B. 1873, c. 5-6 AS AMENDED
AND
IN THE MATTER OF
HERITAGE FINANCIAL SERVICES LIMITED

ORDER
WHEREAS on January 23, 2001, the Administrator of the Securitias AdmInistration Branch
issued a Notice of Hearing In respect of Hertage Financial Services Limited (*Heritags”™);
AND WHEREAS Harltage entersd Into & settlernent agresmant dated , 2001 (the
Agreement”) in which It agreed 1o a proposed settisment of the proceeding, sublect to the
approval of the Administrator; 7
AND UPON REVIEWING the Agresment and the Statamant of Allegatians of Staff of the
Branch;
AND WHEREAS the Administrator is of the opinlon that it is in the public Interest to maka this
Order;
IT IS HEREBY ORDERED THAT:
1. the Agreement, a copy of which is attached to this Order, is hereby approved,
2. Herltage pay, pursuant to section 25(2) of the Securily Frauds Prevention Act an gmount
of $1,000 to tha Minlater of Financa for the Province of New Brunswick, for the costs of
the Investigation. :
DATED thls 26™ day of February, 2001,
DONNE W, SMITH, Jr.
Adminlstrator
M
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IX

9.1

PROCEDURE FOR APPROVAL OF SETTLEMENT

Upon execution of this agreement by staff and by Heritage, staff will apply to the
Administrator for an order approving the terms set out herein.

If this Settlement Agreement is approved by the Administrator, it will constitute the
entirety of the evidence to be submitted respecting Heritage in this matter and Heritage
agrees to waive any right to a hearing and/or appeal with respect to this matter.

If, for any reason whatsoever, this settiement is not approved by the Administrator, or
the order set forth in Schedule “A” is not made by the Administrator:

a) staff and Heritage will be entitled to all available proceedings, remedies and
challenges, including proceeding to a hearing, unaffected by the Settlement
Agreement or the settiement negotiations;

b) the terms of this agreement will not be referred to in any subsequent proceeding or
disclosed to any person, except with the written consent of both staff and Heritage or
as may be required by law; and

c) Heritage further agrees that it will not raise, in any proceeding, the Settlement
Agreement or the negotiation or process of approval thereof, as a basis for any
attack on the jurisdiction of the Administrator, alleged bias, appearance of bias,
alleged unfairness or any other challenge that may otherwise be available.

DISCLOSURE OF SETTLEMENT AGREEMENT

The terms of the Settlement Agreement will be treated as confidential by the parties
hereto until approved by the Administrator and forever if, for any reason, the Settlement
agreement is not approved by the Administrator.

Any obligation as to confidentiality shall terminate upon the approval of this Settlement
Agreement by the Administrator and it will become public information.

EXECUTION OF SETTLEMENT AGREEMENT

This Settlement Agreement shall constitute a binding agreement and a facsimile copy of
any signature shall be as effective as an original signature.

Y
DATED this 2.5 day of February, 2001.

SIGNED, SEALED AND DELIVERED
Heritage Financial Services Limited Staff of the Securities Administration Branch

By

Yok

Ed LeBlanc '
Deputy Administrator

4\
Compliance and Enforcement \)\/\
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