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SECURITIES AND EXCHANGE COMMISSION 


I n  t h e  M a t t e r  of 

INTERNATIONAL HYDROCARBONS LTD . 

505 - 8 t h  Avenue B u i l d i n g  

C a l g a r y ,  A l b e r t a ,  Canada 


: INITIAL DECISION 
( 2 3 s  - 1983) 

S e c u r i t i e s  Act o f  1933 -

S e c t i o n  3 ( b )  and Regula t ion  A 


Before :  Samuel B i n d e r ,  Hear ing Examiner. 

Appearances:  P a t r i c k  J .  G r i f f i n ,  J r . ,  J a c k  H .  Bookey, and 
Walter F. E i t t s ,  f o r  t h e  D i v i s i o n  of Corpo-
r a t i o n  F inance  o f  t h e  Commission. 

C l a r k e  C. Brown and Neil A. B e n n e t t ,  o f  Brown, 
S c h l e g e l ,  Benne t t  & Milbank, f o r  I n t e r n a t i o n a l  
Hydrocarbons L td  . 

Robert  N .  Gygi,  f o r  Harold Warren and Pau l  A. Clack.  



On June 21, 1966 t h e  S e c u r i t i e s  and Exchange Commission 

(llCommissionu) i s sued  i t s  f i n d i n g s ,  op in ion  and o r d e r  i n  t h e  above- 

-1/ 2/ 
capt ioned ma t t e r .  Pursuant  t o  Rule 261 of Regulation A, t h e  Com- 

mission ordered  t h a t  t h e  exemption from r e g i s t r a t i o n  with r e spec t  

t o  a proposed publ ic  o f f e r i n g  of 250,000 sha re s  by I n t e r n a t i o n a l  

Hydrocarbons Ltd.  ( " In t e rna t iona l " )  of i t s  $1 pa r  va lue  common 

s tock  a t  $1 per  sha re  i n  United S t a t e s  funds o r  $1.08 pe r  sha re  

i n  Canadian funds be permanently suspended. 

I n  i t s  f i n d i n g s  and op in ion ,  t h e  Commission pointed o u t ,  

among o t h e r  t h ings ,  t h a t  I n t e r n a t i o n a l ' s  " n o t i f i c a t i o n  s t a t e d  t h a t  

t h e  s e c u r i t i e s  w e r e  t o  be o f f e r e d  i n  t h e  United S t a t e s  through 

l icensed  s e c u r i t i e s  salesmen, and l i s t e d  as e x h i b i t s  t o  t h e  n o t i -  

f i c a t i o n  t h e  consent  and c e r t i f i c a t i o n  of t h e  underwr i te rs .  Not 

on ly  were such documents no t  f i l e d  a s  e x h i b i t s ,  bu t  a s  t h e  i s s u e r  

s t i p u l a t e d  Harold Warren who, t oge the r  wi th  Paul A. Clack w a s  named 

i n  t h e  o f f e r i n g  c i r c u l a r  a s  a  salesman employed by t h e  i s s u e r  on a 
-3 / 

b e s t  e f f o r t s  b a s i s ,  had no t  i n  f a c t  consented t o  a c t  as an underwri ter ."  

-11 S e c u r i t i e s  Act Release No. 4835. 

2 /- Rule 261 provides ,  i n  p e r t i n e n t  p a r t ,  f o r  t h e  i s suance  of an 
o r d e r  suspending t h e  exemption under  Regula.tion A i f  t h e  Com- 
mission has  reason t o  b e l i e v e  t h a t  no exemption i s  a v a i l a b l e ,  
t h a t  t h e  terms and cond i t i ons  of t h e  r egu la t i on  have n o t  been 
complied wi th  o r  t h a t  t h e  o f f e r i n g  c i r c u l a r  o r  o t h e r  sales 
l i t e r a t u r e  con ta in s  f a l s e  and misleading s ta tements  o f  f a c t .  

31- Harold Warren and Paul A. Clack in te rvened  i n  t h e  proceedings 
and were gran ted  leave  t o  be heard.  Bath gave testimony du r ing  
t h e  hear ing .  



In  t h e s e  circumstances t h e  Comrnission~s o r d e r  d i r e c t i n g  

t h e  permanent suspension of  I n t e r n a t i o n a l ' s  s e c u r i t i e s  o f f e r i n g  

d i d  n o t  o p e r a t e  t o  make t h e  Regulat ion A exemption unava i l ab l e  

with respect .  t o  t h e  s e c u r i t i e s  o f  any o t h e r  i s s u e r  should Harold 

Warren become an  underwr i te r  o r  salesman thereof  and i f  t h e  exemption 

were o therwise  a v a i l a b l e .  

The Commission i n  i t s  f i n d i n g s  a l s o  pointed o u t  t h a t ,  " S t i l l  

pending be fo re  t h e  hear ing  examiner i s  a p e t i t i o n  by Clack pursuant  

t o  Rule 252( f )  of  Regulat ion A ,  f o r  a de te rmina t ion ,  on t h e  b a s i s  

of  t h e  evidence adduced a t  t h e  hea r ings ,  t h a t  a permanent suspen-

s ion  o r d e r  i n  t he se  proceedings s h a l l  no t  make a Regulat ion A 

exemption unava i l ab l e  with r e s p e c t  t o  t h e  s e c u r i t i e s  of  any i s s u e r  

s o l e l y  because p e t i t i o n e r  i s  an unde rwr i t e r  o r  salesman of  such 
4 / 

s e c u r ities". 
5/ 

In  p e r t i n e n t  p a r t ,  Regulat ion A d i s q u a l i f i e s  an i s s u e r  from 

o f f e r i n g  s e c u r i t i e s  thereunder  i f  such i s s u e r  employs as an under- 

writer a person who was an unde rwr i t e r  o r  was named a s  an under- 

writer by an i s s u e r  who had made a f i l i n g  under t he  Regulat ion 
6/ 

which was t he  s u b j e c t  of a suspension o r d e r  pursuant  t o  Rule 267. 

-4 / See I n  t h e  Matter of I n t e r n a t i o n a l  Hydrocarbons L t d . ,  S e c u r i t i e s  
Act Release No. 4835, f o o t n o t e  2.  

-5 / "Disqua l i f ica t ion"  i s  a term commonly u ~ e d  i n  connect ion with 
t h e  n o n - a v a i l a b i l i t y  of t h e  exemption by reason of t h e  occurrence 
of  events  s p e c i f i e d  i n  Rule 252(c)  of Regulat ion A. See "Regu- 
l a t i o n  A under the  S e c u r i t i e s  Act of 1933 - Highways and Bywaysn 
by Ezra Weiss (1962).  

-6 / See Rule 252(e) .  



1 '  

b 

The per iod of "d i squa l i f i ca t i on"  i s  f i v e  yea r s  from t h e  f i l i n g  of 

t h e  n o t i f i c a t i o n  which was t h e  s u b j e c t  of  t h e  suspension o r d e r  

under Rule 261. 

Clack has  been a s e c u r i t i e s  salesman i n  connect ion wi th  

p r i o r  o f f e r i n g s  of s e c u r i t i e s  and may aga in  a c t  i n  t h i s  capac i ty  

i n  the  f u t u r e .  H e  seeks t o  avoid t h e  adverse  impact of  Rule 252(e)  

i n  t h e  event  t h a t  he  should a c t  as an underwr i te r  i n  t h e  f u t u r e  

f o r  any i s s u e r  which decided t o  employ Regulation A t o  make a  
71 

pub l i c  o f f e r i n g  of s e c u r i t i e s .  I n  t h i s  connection Clack f i l e d  

on December 9 ,  1965 a  p e t i t i o n  reques t ing  gene ra l  r e l i e f  pursuant  

t o  Rule 252( f  1. 

Rule 252 ( f )  provides  t h a t  "Paragraph ( c ) ,  ( d )  o r  ( e l  [of 

Rule 2521 s h a l l  no t  apply t o  t h e  s e c u r i t i e s  of  any i s s u e r  i f  t h e  

Commission de te rmines ,  upon a showing o f  good cause ,  t h a t  i t  i s  

n o t  necessary under t h e  circumstances t h a t  t h e  exemption be  denied .  

Any such de te rmina t ion  by t h e  Commission s h a l l  be without  p r e jud i ce  

t o  any o t h e r  a c t i o n  by t h e  Commission i n  any o t h e r  proceeding o r  

matter wi th  r e s p e c t  t o  t h e  i s s u e r  o r  any o t h e r  person." 

Clack ' s  p e t i t i o n  was he ld  i n  abeyance pending t h e  outcome 

of  t h e  proceeding a g a i n s t  I n t e r n a t i o n a l  Hydrocarbons Ltd .  That  

ma t t e r  having been determined by t h e  Commission's o r d e r  o f  June  21, 

1966 t h e r e  remains f o r  de te rmina t ion  t h e  i s s u e  whether Clack ' s  

p e t i t i o n  f o r  gene ra l  r e l i e f  under Rule 252 ( f )  should be gran ted .  



The p e r t i n e n t  evidence r e l a t i n g  t o  Clack ' s  p e t i t i o n  m y  

be summarized as fo l lows:  I n  t h e  s p r i n g  of 1965 an o f f i c e r  of 

I n t e r n a t i o n a l  proposed t o  Clack t h a t  h e  p a r t i c i p a t e  a s  a sales-

man i n  Oregon f o r  I n t e r n a t i o n a l ' s  Regulat ion A o f f e r i n g .  Clack 

requested a d d i t i o n a l  information concerning t h e  o f f e r i n g  bu t  d id  

n o t  r ece ive  a l l  t h e  information he  w a s  seeking.  On May 11, 1965 

I n t e r n a t i o n a l  made i t s  Regulation A f i l i n g  wi th  t h e  Commission. 

On o r  about  May 12, 1965 he  received a form of  consent  

t o  be named a s  an underwr i te r  which he  executed s h o r t l y  t h e r e a f t e r  

and pe r sona l ly  d e l i v e r e d  t o  i s s u e r '  s a t t o r n e y .  

Clack t e s t i f i e d  t h a t  he had informed one of  t h e  a t t o r n e y s  

f o r  I n t e r n a t i o n a l  t h a t  a c o n f l i c t  of  i n t e r e s t  might arise between 

I n t e r n a t i o n a l  and a company c a l l e d  Omega Natura l  Gas Company, L td .  

("Omega") i n  which h e  f e l t  t h a t  he might be pe r sona l ly  involved.  

I n  t h i s  connect ion,  i t  appeared t h a t  i n  about  June ,  1964 Clack 

had so ld  s e c u r i t i e s  i n  Oregon of  Omega, a company having t h e  same 

o r  s i m i l a r  co rpo ra t e  purposes as I n t e r n a t i o n a l  and having t h e  

same management as I n t e r n a t i o n a l .  Clack a l s o  t e s t i f i e d  t h a t  he  

was under t h e  impression t h a t  he would have t h e  r i g h t  t o  examine 

any letters o f  comment received from t h e  Commission concerning 

I n t e r n a t i o n a l ' s  Regulat ion A f i l i n g .  On June  24, 1965, t h e  Com- 

mission i ssued  i t s  o r d e r  temporar i ly  suspending t h e  i s s u e r ' s  exemp-

t i o n  under Regulat ion A and Clack rece ived  n o t i c e  of  i t .  I n  t h e  

e a r l y  p a r t  of September,1965, Clack advised t h e  a t t o r n e y  f o r  



I n t e r n a t i o n a l  t h a t  he  wanted t o  be r e l i eved  of any o b l i g a t i o n  

which might have a r i s e n  by v i r t u e  of t h e  execut ion of t h e  under- 

w r i t i n g  agreement. On October 7 ,  1965 counsel f o r  I n t e r n a t i o n a l  

wrote a  l e t t e r  t o  Clack s t a t i n g  t h a t  a f t e r  Clack had executed t h e  

underwri t ing agreement but  p r i o r  t o  i t s  submission t o  t h e  Commission, 

h i s  o f f i c e  had received "not ice  of t h e  pendency of proceedings 

regarding t h e  a p p l i c a t i o n  f o r  a  Regulation A exemption from 

r e g i s t r a t i o n " .  I t  w a s  t h e  p o s i t i o n  of t h e  i s s u e r  t h a t  t h e  e n t i r e  

ma t t e r  inc luding  Clack 's  consent t o  serve  a s  underwr i te r  should 

be held i n  abeyance pending f i n a l  de te rmina t ion  of t h e  matters 

r a i s e d  by t h e  Commission. 

The uncontradicted evidence d i s c l o s e d  t h a t  Clack had no t  

o f f e red  o r  so ld  s e c u r i t i e s  of t h e  i s s u e r  no r  d i d  h e  have any 

connection with t h e  management of  t h e  i s s u e r  o r  i n  t h e  prepara t ion  

of t h e  n o t i f i c a t i o n  and o f f e r i n g  c i r c u l a r .  I n  i t s  r ep ly  t o  t h e  

p e t i t i o n  of Paul A. Clack and Harold Warren f i l e d  on J u l y  8, 1966, 

t h e  Div is ion  s t a t e s ,  i n t e r  a l i a ,  t h a t :  

"A review of Commission records  by t h i s  Div is ion  
d i s c l o s e s  no informat ion ,  o t h e r  than M r .  Clack 's  
connection wi th  t h e  i s s u e r  h e r e i n ,  which would deny 
an exemption t o  an  i s s u e r  pursuant  t o  subdiv is ions  
( c ) ,  ( d )  o r  ( e )  of Rule 252 of Regulation A by 
reason of M r .  Clack serv ing  a s  an underwr i te r  f o r  
t h e  s e c u r i t i e s  of  such i s s u e r .  Because of t h i s  and 
because M r .  Clack apparent ly  was no t  i n  any way 
cu lpable  i n  t h e  prepara t ion  and f i l i n g  of t h e  
I n t e r n a t i o n a l  Hydrocarbons Ltd.  n o t i f i c a t i o n ,  t h i s  
Div is ion  b e l i e v e s  t h a t  a  showing of good cause under 
Rule 252( f )  has  been made and t h e r e f o r e  recommends 
t h a t  t h e  r e l i e f  requested be granted." 



The hear ing  examiner f i n d s  t h a t  Clack has  made a showing 

of  good cause w i th in  t h e  meaning of  Rule 252( f )  of Regulat ion A ,  

and concludes t h a t  t h e  Commissionls F indings ,  Opinion and Order 

i s sued  h e r e i n  on June 21, 1966 should no t  o p e r a t e  t o  make t h e  

Regulat ion A exemption unava i l ab l e  f o r  t h e  s e c u r i t i e s  o f  any 

i s s u e r  s o l e l y  because Faul  A .  Clack i s  an underwr i te r  t h e r e o f ,  
8/ 

i f  t h e  exemption i s  o therwise  a v a i l a b l e .  

Accordingly, IT I S  ORDERED t h a t  t h e  p e t i t i o n  o f  Paul  A. 

Clack f i l e d  on December 9 ,  1965 reques t ing  r e l i e f  under  Rule 252( f )  

of Regulat ion A be and hereby i s  gran ted .  

Th i s  o r d e r  s h a l l  become e f f e c t i v e  i n  accordance wi th  and 

s u b j e c t  t o  t h e  p rov i s ions  of  Rule 1 7 ( f )  of t h e  Commissionls Rules 

of  P r a c t i c e .  

Pursuant t o  Rule 17(b)  of t h e  Commissionls Rules of  P r a c t i c e  

a pa r ty  may f i l e  a  p e t i t i o n  f o r  Commission review of t h i s  i n i t i a l  

d e c i s i o n  wi th in  f i f t e e n  days a f t e r  s e r v i c e  thereof  on him. Pursuant  

t o  Rule  1 7 ( f )  t h i s  i n i t i a l  d e c i s i o n  s h a l l  become t h e  f i n a l  d e c i s i o n  

of  t h e  Commission as t o  each pa r ty  u n l e s s  he  f i l e s  a p e t i t i o n  f o r  

review pursuant  t o  Rule 14(b)  o r  t h e  Commission, pursuant  t o  Rule 

1 7 ( c ) ,  determines on i t s  own i n i t i a t i v e  t o  review t h i s  i n i t i a l  

-S/ Such de te rmina t ion  i s  made wi thout  p r e jud i ce  t o  any o t h e r  
a c t i o n  by t h e  Commission i n  any o t h e r  proceeding o r  matter 
wi th  r e spec t  t o  t h e  i s s u e r  o r  any o t h e r  person. 



decision as  to  him. I f  a party timely f i l e s  a pet i t ion to  review 

or  the Commission takes action to review a s  t o  a party, th i s  

i n i t i a l  decision shal l  not become f i n a l  as  to  that party. 

Samuel Binder 
Hearing Examiner 

Washington, D .C . 
July 15, 1966 


