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PURCHASE BY A COMPANY OF SHARES WHICH I T  HAS ISSUED 

INTRODUCTION 

We have undertaken a  r e v i s i o n  of t h e  A lbe r t a  

Companies Act and have done most of t h e  work pre l iminary  

t o  c o n s u l t a t i o n  w i t h  t h e  p u b l i c  and i n t e r e s t e d  p a r t i e s .  

One impor tan t  ques t ion  i n  t h e  r e v i s i o n  i s  whether 

an Albe r t a  company should  have power t o  purchase sha re s  

which it has  i s sued .  By l e t t e r  da t ed  October 26, 1976, 

t h e  Min i s t e r  of  Consumer and Corporate A f f a i r s  asked us 

t o  make a  r e p o r t  and recommendations on t h a t  ques t ion  i n  

t i m e  f o r  cons ide ra t ion  by t h e  l e g i s l a t u r e  a t  i t s  f o r t h -  

coming 1977 s p r i n g  s e s s i o n .  We a r e  t h e r e f o r e  i s s u i n g  t h i s  

r e p o r t  i n  advance of our  r e p o r t  on t h e  r e v i s i o n  g e n e r a l l y .  

The recommendation which we w i l l  make i s  t h a t  

t h e  A lbe r t a  Companies Act be amended t o  con fe r  t h e  power. 

However, we have concluded t h a t  i n  t h e  c o n t e x t  of t h e  

p r e s e n t  Act we can recommend only a  r e l a t i v e l y  r e s t r i c t e d  

power; it is  n o t  p r a c t i c a b l e  i n  t h e  t ime a t  our  d i s p o s a l  

t o  c a r r y  o u t  t h e  i n t r i c a t e  t a s k  of r e c o n s t r u c t i n g  t h e  

p r e s e n t  Act s o  a s  t o  i nc lude  t h e  sa feguards  necessary f o r  

a  more f l e x i b l e  power. 

I. THE PRESENT LAW 

(1) H i s t o r i c a l  Background i n  Engl i sh  Law 

The problem t o  be so lved  has  i t s  o r i g i n s  i n  t h e  

p r o h i b i t i o n  a g a i n s t  a  company t r a f f i c k i n g  i n  i t s  own s h a r e s  

which goes  back t o  Trevor v .  Whitworth (1887) 1 2  A.C.  409. 

I n  t h a t  ca se  a  sha reho lde r  claimed from t h e  l i q u i d a t o r  of 

a  company t h e  purchase p r i c e  of sha re s  i n  t h e  company 



which t h e  shareholder  had s o l d  back t o  t h e  company. The 

a r t i c l e s  of  a s s o c i a t i o n  of t h e  company provided f o r  t h e  

purchase .  The House of Lords,  however, h e l d  t h a t  t h e  

company could n o t  buy i t s  own s h a r e s  and t h a t  t h e  shareholder  

could n o t  recover  t h e  purchase  p r i c e  from t h e  company. The 

c o u r t  evolved t h e  fol lowing r a t i o n a l e :  

1. Trading i n  i t s  own s h a r e s  cannot be an o b j e c t  of 

a  company. Therefore  a  p rov i s ion  i n  t h e  memorandum of 

a s s o c i a t i o n  which permi t s  a  company t o  purchase i t s  own 

s h a r e s  and thus  e f f e c t  a  reduc t ion  of c a p i t a l ,  i s  void .  

2.  Although t h e  a u t h o r i t y  t o  purchase i t s  own s h a r e s  

was conta ined  i n  t h e  a r t i c l e s  of  a s s o c i a t i o n ,  t h e  company 

was caught on the  horns of a  dilemma. F i r s t l y ,  i f  it was 

purchas ing  t h e  s h a r e s  w i th  a  view t o  r e s e l l i n g  them, it 

would be t r a f f i c k i n g  i n  i t s  own s h a r e s ;  and t r a f f i c k i n g  

was u l t r a  v i r e s  of  t h e  company because it was n o t  and 

could n o t  be one of t h e  o b j e c t s  of t h e  company. Secondly, 

i f  it was purchasing t h e  s h a r e s  i n  o r d e r  t o  r e t a i n  them 

t h e r e  would be  a  reduc t ion  of c a p i t a l  which was n o t  one of 

t h e  r educ t ions  sanc t ioned  o r  contemplated by t h e  1867 

amendment t o  The Engl i sh  Companies Act. 

The r u l e  i n  Trevor v.  Whitworth became an accepted 

p a r t  of  t h e  Engl i sh  law a p p l i c a b l e  t o  companies incorpora ted  

under The Engl i sh  Companies Acts .  

( 2 )  What a  Company can do under t h e  P re sen t  Act 

(i) Acquis i t ion  and Cance l l a t i on  of Shares  

The Albe r t a  Companies Act was taken from t h e  

Engl i sh  Companies Act of 1 9 2 9 ,  and t h e  r u l e  i n  Trevor v.  

Whitworth accordingly a p p l i e s  t o  companies i nco rpo ra t ed  



under it. There a r e ,  however, a  number of ways i n  which a 

company can re -acqui re  o r  g e t  r i d  of s h a r e s  i n  i t s  own 

c a p i t a l  s t o c k ,  some of which involve  a purchase  of t h e  

s h a r e s .  The t h i n g s  which it can do a r e  a s  fo l lows:  

1. I t  can cance l  au tho r i zed  bu t  unissued c a p i t a l .  

That  r e s u l t s  i n  a reduc t ion  of au tho r i zed  c a p i t a l  b u t  not  

a r educ t ion  of paid-up c a p i t a l .  

2 .  I t  can cance l  p a i d  up s h a r e s  sur rendered  t o  it by 

way of g i f t .  The paid-up c a p i t a l  i s  reduced s i n c e  t h e  

s h a r e s  a r e  no longer  ou t s t and ing ,  and t h e  paid-up c a p i t a l  

account  i s  cus tomar i ly  reduced by t r a n s f e r r i n g  t h e  d o l l a r  

va lue  t o  a con t r ibu t ed  s u r p l u s  account .  I n  A lbe r t a  it could 

probably be  t r a n s f e r r e d  d i r e c t l y  t o  r e t a i n e d  ea rn ings  

because t h e r e  i s  no p r o h i b i t i o n  i n  Alber ta  which p reven t s  a 

company from paying a dividend o u t  of i t s  c o n t r i b u t e d  s u r p l u s .  

3 .  I t  can cance l  p a i d  up s h a r e s  acqui red  i n  t h e  

d i s t r i b u t i o n  of t h e  a s s e t s  of  ano ther  company under 

l i q u i d a t i o n .  The same comments apply a s  i n  No. 2 .  

4 .  I t  can reduce i ts c a p i t a l  i n  any way under t h e  

p rov i s ions  of s e c t i o n  3 8 ( l ) ( b ) .  For t h e  purposes of t h e  

s e c t i o n  " c a p i t a l "  means n o t  on ly  paid-up c a p i t a l  b u t  a l s o  

an amount remaining unpaid on a p a r  va lue  s h a r e  i s s u e d  a s  

n o t  f u l l y  p a i d  up. Sec t ion  4 1  imposes a cont inu ing  l i a b i l i t y  

on t h e  shareholder  f o r  any amount rece ived  wi th  r e s p e c t  t o  

any c r e d i t o r  who i s  p re jud iced .  

5. The company may redeem redeemable s h a r e s  under 

s e c t i o n  70 and it may do s o  under any one of t h r e e  methods, 

two of which a r e  contained i n  t h a t  s e c t i o n .  F i r s t l y ,  it 

may use  a s  i t s  source  of funds t h e  proceeds of a new i s s u e  

c r e a t e d  f o r  t h a t  purpose.  Secondly,  it may use  funds 



otherwise  a v a i l a b l e  f o r  d i s t r i b u t i o n  by way of d iv idend ,  

p rov id ing  it sets up a c a p i t a l  redemption r e s e r v e  fund. 

This  i s  a bookkeeping e n t r y  i n  which t h e  t o t a l  amount being 

used t o  redeem t h e s e  s h a r e s  i s  deducted from t h e  r e t a i n e d  

ea rn ings  f i g u r e  and s e t  up i n  a c a p i t a l  redemption r e s e r v e  

fund which i s  n o t  a v a i l a b l e  t o  be d i s t r i b u t e d  amongst t h e  

sha reho lde r s  of t h e  company by way of d iv idends .  Th i rd ly ,  

it may redeem t h e  s h a r e s  by a reduc t ion  of c a p i t a l  i n  which 

case  it must comply wi th  t h e  p rov i s ions  of s e c t i o n s  38 t o  

4 0 .  

6 .  I f  it i s  a mutual fund company it can accep t  

s u r r e n d e r s  of s h a r e s  under s e c t i o n  7 1 .  

7. F r a c t i o n a l  s h a r e s  can probably be cance l l ed  i n  c a s e  

of an amalgamation under t h e  very broad power gran ted  t o  

t h e  c o u r t  under s e c t i o n  156,  o r  on a compromise and 

arrangement under t h e  powers g ran ted  under s e c t i o n  155. 

(ii) Corporate D i s t r i b u t i o n s  and Reductions i n  
C a p i t a l  

A purchase by a company of s h a r e s  which it has 

i s s u e d  invo lves  a d i s t r i b u t i o n  of co rpo ra t e  funds t o  t h e  

sha reho lde r  whose s h a r e s  a r e  purchased. Under t h e  A lbe r t a  

Companies Act ,  a company can make t h e  fol lowing co rpo ra t e  

d i s t r i b u t i o n s :  

1. Dividends. A company may pay a dividend i f  it i s  

not  i n s o l v e n t ,  and provid ing  t h e  dividend does n o t  render  t h e  

company i n s o l v e n t  o r  impair  t h e  c a p i t a l  of t h e  company. 

I n  A lbe r t a  c o n t r i b u t e d  s u r p l u s  does n o t  form p a r t  of  t h e  

c a p i t a l  of  t h e  company and t h e r e f o r e  a dividend may be 

p a i d  from c o n t r i b u t e d  s u r p l u s .  



2 .  A s  w e  have s a i d  a t  page 3 it may redeem redeemable 

s h a r e s  under t h e  p rov i s ions  of s e c t i o n  7 0 ,  w i thou t  

reducing c a p i t a l .  

3 .  A s  we have s a i d  a t  page 3 it may reduce i t s  c a p i t a l  

s o  long a s  it complies w i t h  t h e  p rov i s ions  of s e c t i o n s  38 

t o  4 0 .  

11. PROPOSALS 

(1) Should a  Company have power t o  purchase Shares  
Which it has  I ssued?  

We w i l l  f i r s t  s t a t e  t h e  argument i n  favour of 

c o n f e r r i n g  upon a  company t h e  power t o  purchase  s h a r e s  i s s u e d  

by it. A l i m i t e d  l i a b i l i t y  company i s  a  v e h i c l e  f o r  doing 

bus iness .  I t  would i n  many cases  be a b l e  t o  do bus iness  more 

e f f i c i e n t l y  and e f f e c t i v e l y  by purchasing s h a r e s  i s sued  by 

i t ,  and it would i n  some cases  be a b l e  t o  achieve o b j e c t i v e s  

i n  t h a t  way which it could n o t  ach ieve  i n  any o t h e r  way. We 

w i l l  go through a  l i s t  of such cases  commencing a t  page 9 

of t h i s  r e p o r t  b u t  we w i l l  h e r e  mention two impor tan t  

examples. One i s  t h e  ca se  i n  which t h e  on ly  p r a c t i c a b l e  way 

f o r  ownership of a  company t o  be t r a n s f e r r e d  from a  founding 

group of sha reho lde r s  t o  t h e  nex t  gene ra t ion  of owners i s  

t o  a l low t h e  company's money t o  be used t o  buy o u t  t h e  

founding sha reho lde r s  through a  re-purchase of t h e  s h a r e s  

which they ho ld .  The second i s  t h e  ca se  of a  company which 

has  s u r p l u s  cash and would f i n d  it a  good investment t o  buy 

i t s  own s h a r e s ;  t h a t  c a s e  i s  p a r t i c u l a r l y  l i k e l y  t o  occur 

i f  t h e  p r i c e  of t h e  s h a r e s  on t h e  market i s  somewhat 

depressed below t h e  t r u e  va lue  of t h e  company's p rope r ty  

and under taking.  

W e  w i l l  now s t a t e  t h e  argument a g a i n s t  con fe r r ing  

t h e  power. The argument i s  t h a t  t h e  power may be abused. 



I t  may enable  one shareholder  o r  a group of sha reho lde r s  t o  

o b t a i n  an u n f a i r  advantage over  another  sha reho lde r  o r  

group of sha reho lde r s .  For example, a  company c o n t r o l l e d  

by one shareholder  may purchase h i s  s h a r e s  a t  a  p r i c e  i n  

excess  of t h e i r  va lue ,  thereby reducing t h e  va lue  of t h e  

sha re s  o f  t h e  remaining sha reho lde r s ,  o r ,  having b e t t e r  

in format ion  about t h e  va lue  of i t s  s h a r e s  than does a 

sha reho lde r ,  it may buy t h e  s h a r e h o l d e r ' s  s h a r e s  a t  t o o  

low a p r i c e ,  thereby i n c r e a s i n g  t h e  va lue  of t h e  s h a r e s  

of t h e  remaining sha reho lde r s  a t  t h e  expense of t h e  

s e l l i n g  sha reho lde r .  

Our view i s  t h a t  it would be s a f e  t o  g r a n t  a 

company t h e  power t o  buy s h a r e s  i s s u e d  by it i f  t h e  power 

can be e x e r c i s e d  only  i n  ways which w i l l  n o t  favour one 

sha reho lde r  over  another  and which w i l l  n o t  p r e j u d i c e  

p o t e n t i a l  i n v e s t o r s  o r  c r e d i t o r s .  We w i l l  now g i v e  a 

summary of t h e  proposa l  which we th ink  s u i t a b l e  f o r  

i n c l u s i o n  i n  t h e  p r e s e n t  Act,  bea r ing  i n  mind t h e  

d e f i c i e n c i e s  of  t h a t  Act. We w i l l  then  show t h e  e x t e n t  t o  

which t h e  proposa l  would permit  a  company t o  use  t h e  power 

t o  achieve i t s  o b j e c t i v e s .  

( 2 )  Summary of Proposa ls  

Our recommendations a r e  embodied i n  t h e  d r a f t  

amendments which a r e  a t t a c h e d  t o  t h i s  r e p o r t  a s  Appendix A ,  

and t h e  commentary accompanying t h e  d r a f t  r e p o r t  g i v e s  

d e t a i l e d  reasons  f o r  each amendment which i s  recommended. 

The e f f e c t  of  t h e  recommended amendments i s  a s  fo l lows:  

1. That a company inco rpo ra t ed  under t h e  A lbe r t a  

Companies Act be permi t ted  t o  purchase  s h a r e s  which it has 

i s s u e d .  



2 .  That  t h e  p o r t i o n  of t h e  p r i c e  r e p r e s e n t i n g  t h e  

cons ide ra t ion  rece ived  by t h e  company f o r  i s s u i n g  t h e  

s h a r e s  i n  t h e  f i r s t  p l ace  must be a l l o c a t e d  t o  reducing 

paid-up c a p i t a l .  

3 .  That t h e  remainder of  t h e  p r i c e  may be deducted 

from any s u r p l u s  account  t h a t  t h e  d i r e c t o r s  des igna t e .  

4 .  That  t h e  power may be e x e r c i s e d  by a  r e s o l u t i o n  

o f  t h e  d i r e c t o r s  r a t h e r  than a  s p e c i a l  r e s o l u t i o n  of t h e  

sha reho lde r s .  

5 .  That t h e  repurchased sha re s  be c l a s s e d  a s  au tho r i zed  

bu t  unissued s h a r e s .  

6 .  That t h e  power cannot be e x e r c i s e d  un le s s  t h e  

company w i l l  s t i l l  be s o l v e n t  and a b l e  t o  meet i t s  

o b l i g a t i o n s  a s  they  become due. 

7. That t h e r e  be va r ious  d i s c l o s u r e  requirements :  

( a )  For p r i v a t e  companies a  n o t i f i c a t i o n  t o  t h e  

R e g i s t r a r  of Companies. 

(b )  For p u b l i c  companies t h e  f i l i n g  o f  i n s i d e r  

r e p o r t s .  

8.  That s i n c e  t h e  p r e s e n t  Act does n o t  con ta in  an 

"oppress ion"  s e c t i o n  g r a n t i n g  t h e  shareholder  easy access  

t o  t h e  c o u r t s ,  t h e  o f f e r  can on ly  be made i n  one of two ways. 

One way i s  t o  make it i n  accordance wi th  t h e  unanimous 

agreement of a l l  of  t h e  sha reho lde r s .  The o t h e r  way i s  t o  

make it by an o f f e r i n g  t o  a l l  of t h e  sha reho lde r s  ho ld ing  

s h a r e s  of  t h e  c l a s s  being purchased,  accompanied by an 

in format ion  c i r c u l a r  under which t h e  company must s t a t e  t h e  



number of s h a r e s  it proposes t o  buy. I f  t h e r e  i s  an over 

s u b s c r i p t i o n ,  t h e  company must buy pro  r a t a  from t h e  o f f e r i n g  -- 
sha reho lde r s .  

9 .  That t h e r e  be two except ions  t o  t h e  requirements i n  

t h e  preceding recommendations: 

( a )  The purchase by a  p u b l i c  company of n o t  

more than  1% of i t s  i s sued  s h a r e s  pe r  month. 

(b )  That a  p u b l i c  company be e n t i t l e d  t o  apply t o  

t h e  S e c u r i t i e s  Commission f o r  an exemption 

from t h e  in format ion  c i r c u l a r  requirements  

i n  any case  where compliance wi th  t h e  

requirements of o t h e r  j u r i s d i c t i o n s ,  such 

a s  On ta r io ,  provides  adequate p r o t e c t i o n .  

Because of t h e  r e s t r i c t i v e  n a t u r e  of t h e  

proposed amendments we th ink  t h a t  t h e r e  

could a l s o  be o t h e r  l e g i t i m a t e  ca ses  which 

should be  exempted. 

1 0 .  That t h e  fo l lowing  a d d i t i o n a l  sa feguards  and 

remedies be provided: 

( a )  That a  company which purchases  s h a r e s  which 

it has  i s s u e d  by s u b j e c t  t o  t h e  same 

l i a b i l i t y  a s  t h a t  which is now imposed on 

i n s i d e r s  who t r a d e  i n  a  company's sha re s .  

(b )  That t h e  d i r e c t o r s  of t h e  company who 

a u t h o r i z e  t h e  purchase be l i a b l e  i n  damages 

i f  t h e  company purchases  i t s  s h a r e s  i n  

breach of t h e  solvency and l i q u i d i t y  t e s t s ,  

wi th  recourse  over a g a i n s t  t h e  s e l l i n g  

shareholder.  



(c )  That an i n t e r e s t e d  person be e n t i t l e d  t o  

apply t o  t h e  c o u r t  f o r  a  r e s t r a i n i n g  o r d e r  

o r  an o r d e r  r e sc ind ing  t h e  o f f e r .  

11. That t h e  proposed l e g i s l a t i o n  d e a l  w i th  t h e  

problem of t h e  e n f o r c e a b i l i t y  of  a  c o n t r a c t  t o  purchase 

s h a r e s  over  a  per iod  of t ime.  

12. That from t h e  d a t e  t h a t  t h e  amendments become law a  

s u b s i d i a r y  company s h a l l  be p r o h i b i t e d  from acqu i r ing  s h a r e s  

of i t s  p a r e n t  except  t o  a  nominal e x t e n t ,  and should be 

p r o h i b i t e d  from v o t i n g  any s h a r e s  which it does acqu i r e .  

( 3 )  E f f e c t  of Proposa ls  

The fo l lowing  a r e  some examples of purposes f o r  

which a  company may wish t o  buy s h a r e s  which it has  i s s u e d .  

W e  w i l l  i n  each case  cons ide r  whether t h e  purpose can be 

achieved under o u r  p roposa ls .  I f  it can ,  we w i l l  d i s c u s s  

t h e  e x t e n t  t o  which our  proposed sa feguards  w i l l  p r o t e c t  

t h e  c l a s s e s  of  person who might be p re jud iced  by t h e  

purchase .  

(i) Corporate Reorganization 

Business reasons  o f t e n  e x i s t  f o r  a  change i n  

t h e  c a p i t a l  o r  o rgan iza t ion  of a  company, f o r  t h e  a c q u i s i t i o n  

of ano the r  company o r  amalgamation wi th  it, o r  f o r  a  change 

i n  i t s  c l a s s i f i c a t i o n  from a  p r i v a t e  company t o  a  p u b l i c  

company o r  from a  p u b l i c  company t o  a  p r i v a t e  company. The 

more freedom a  company has  t o  o rganize  i t s  a f f a i r s  t o  s u i t  

t h e  c i rcumstances  i n  which it f i n d s  i t s e l f ,  t h e  more 

e f f i c i e n t  it i s  a s  a  bus ines s  v e h i c l e .  Our proposa ls  w i l l  

go some way towards c o n f e r r i n g  t h e s e  powers, b u t  t h e i r  

e f f e c t  w i l l  be l i m i t e d  by our  recommendation t h a t ,  i n  t h e  



absence of unanimous agreement, t h e  company must make i t s  

o f f e r  t o  t h e  ho lde r s  of a l l  of t h e  c l a s s  of  s h a r e s  a f f e c t e d ;  

t h e  company w i l l  n o t  be a b l e  t o  make an o f f e r  which i s  

capable  of being accepted on ly  by one sha reho lde r  o r  a  

group of sha reho lde r s  of  t h e  c l a s s .  Our reason f o r  n o t  

going f u r t h e r  i s  t h a t ,  a t  l e a s t  u n t i l  t h e  p o s i t i o n  of t h e  

minor i ty  sha reho lde r  i s  s t rengthened ,  t h e  p o s s i b i l i t i e s  of  

abuse would o therwise  be t oo  g r e a t  t o  be accepted.  

(ii) Cont ro l  

The purchase  of t h e  s h a r e s  and t h e  r e s u l t i n g  

c a n c e l l a t i o n  of t h e i r  vo t e s  may be used t o  change t h e  c o n t r o l  

of a  company. For example, i n  a  company t h e  s h a r e s  o f  which 

a r e  owned by A (40%)  , B (30%)  , and C (30%)  , t h e  purchase of 

C ' s  s h a r e s  by t h e  company w i l l  g i v e  A ma jo r i t y  c o n t r o l ,  

and somewhat s i m i l a r  e f f e c t s  may be achieved i n  a  l a r g e  

company. Our proposa ls  w i l l  n o t  n e c e s s a r i l y  p revent  any 

change i n  c o n t r o l ,  b u t  we th ink  t h a t  our  proposed requirements 

of  f u l l  d i s c l o s u r e  and pro r a t a  purchases  w i l l  g i v e  adequate - 
p r o t e c t i o n  t o  t h e  sha reho lde r s .  

The power may a l s o  be used t o  p revent  a  change 

i n  c o n t r o l .  The group i n  c o n t r o l  of  a  company may i n  some 

ci rcumstances  p r o t e c t  i t s e l f  a g a i n s t  t h e  p o s s i b i l i t y  of 

ano ther  group making a  take-over b i d  o r  ob t a in ing  c o n t r o l  

by purchases  on t h e  market.  

The requirements  of d i s c l o s u r e  and o f  a  - pro  

r a t a  purchase  which we have recommended w i l l ,  we t h i n k ,  g ive  - 
adequate p r o t e c t i o n  a g a i n s t  t h e  abuses which might occur i f  

a  company were t o  have an u n r e s t r i c t e d  power t o  buy from 

one sha reho lde r  o r  group of sha reho lde r s  on ly .  



I t  should be noted t h a t  our  p roposa ls  w i l l  

make it p o s s i b l e  f o r  a company, p a r t i c u l a r l y  i n  a ca se  i n  

which t h e  market  va lue  of i t s  s h a r e s  i s  depressed below 

t h e  breakup va lue  of t h e  company, t o  cause  t h e  company t o  

o f f e r  t o  buy i n  s h a r e s  a t  a h ighe r  p r i c e  i n  o r d e r  t o  i n h i b i t  

an a c t u a l  o r  p o t e n t i a l  take-over b i d .  I n  a p a r t i c u l a r  c a s e ,  

t h e  r e l a t i v e  m e r i t s  of  t h e  c o n t r o l  group and of t h e  p o s s i b l e  

c h a l l e n g e r s  may make t h e  prevent ion  of a take-over b i d  

e i t h e r  a good t h i n g  o r  a bad t h i n g ,  b u t ,  a s  w e  have s a i d ,  

w e  t h ink  t h a t  our  p roposa ls  w i l l  g i v e  each shareholder  of 

t h e  c l a s s  an adequate oppor tun i ty  t o  make an informed 

d e c i s i o n  a s  t o  whether it i s  i n  h i s  i n t e r e s t  t o  r e t a i n  h i s  

s h a r e s  o r  t o  s e l l .  

(iii) "Repa t r i a t i on"  

Represen ta t ions  have been made t o  t h e  e f f e c t  

t h a t  a company should have t h e  power t o  purchase s h a r e s  

which it has  i s s u e d  and which a r e  he ld  by f o r e i g n  sha reho lde r s ;  

t h e  purpose would be t o  s h i f t  c o n t r o l  t o  Canadian sha reho lde r s .  

An u n r e s t r i c t e d  power could of course  be used t o  s h i f t  

c o n t r o l  from any group t o  any o t h e r  group,  though we do n o t  

know how l i k e l y  it i s  t h a t  it would be used f o r  t h e  purpose 

we have mentioned. The power we have suggested i s  n o t  

l i k e l y  t o  be u s e f u l  i n  ach iev ing  " r e p a t r i a t i o n "  i n  any b u t  

a few cases .  The reason i s  t h a t  our  recommendations w i l l  

( i n  t h e  absence of  unanimous agreement which i s  n o t  l i k e l y  

t o  be reached i n  any bu t  a c l o s e l y  he ld  company) r e q u i r e  a 

p ro  r a t a  purchase  s o  t h a t  t h e  fo re ign  sha reho lde r s  can be -- 
bought o u t  only  i f  t h e  Canadian sha reho lde r s  do n o t  accep t  

t h e i r  p a r t s  of  t h e  o f f e r .  W e  t h i n k ,  however, t h a t ,  i n  t h e  

con tex t  of  t h e  p r e s e n t  A lbe r t a  Companies Act ,  t h e  power t o  

make an o f f e r  t o  a s p e c i f i c  shareholder  o r  group of share -  

ho lde r s  i s  incompat ible  w i th  t h e  p r o t e c t i o n  of t h e  o t h e r  

sha reho lde r s  of t h e  class and w e  do n o t  recommend it. 



( i v )  P r i c e  S t a b i l i z a t i o n ,  Advancement o r  
Depression 

A p u b l i c  company may enhance t h e  market va lue  

of i t s  s h a r e s  by making an o f f e r  t o  purchase  t h e  s h a r e s  a t  

a  h igh p r i c e .  Here aga in ,  we th ink  t h a t  t h e  requirements 

of d i s c l o s u r e  and of an o f f e r  t o  a l l  ho lde r s  of s h a r e s  of 

t h e  c l a s s  w i l l  enab le  sha reho lde r s  and p o t e n t i a l  i n v e s t o r s  

t o  make informed d e c i s i o n s .  I t  i s ,  of cou r se ,  t r u e  t h a t  

w e  recommend t h a t  a  company be a b l e  t o  buy up t o  1% of i t s  

s h a r e s  each month, b u t  we do n o t  t h ink  t h a t  t h a t  l e v e l  of 

purchase  w i l l  l ead  t o  abuse.  

An u n r e s t r i c t e d  power would enable  a p u b l i c  

company t o  buy s h a r e s ,  hold  them as  an a s s e t ,  and r e s e l l  

them. The company would then  be a b l e  t o  advance t h e  p r i c e  

a t  w i l l  by purchasing sha re s  and depress  it a t  w i l l  by p u t t i n g  

a l a r g e  block of repurchased sha re s  on t h e  market.  The 

requirements  t h a t  we have mentioned, t o g e t h e r  w i th  t h e  

requirement t h a t  s h a r e s  purchased by t h e  company be t r e a t e d  

a s  au tho r i zed  b u t  un issued ,  should provide s u f f i c i e n t  s a f e -  

guards a g a i n s t  such abuses.  

(v )  Retirement of a Con t ro l l i ng  Shareholder  

I t  i s  o f t e n  very d i f f i c u l t  t o  manage t h e  t r a n s f e r  

of  t h e  s h a r e s  of a c lose ly-he ld  company from a deceased 

sha reho lde r  o r  from a shareholder  who wishes t o  retire from 

t h e  company. I t  i s  o f t e n  d e s i r a b l e  t h a t  younger employees 

of a company buy o u t  t h e  sha reho lde r ,  b u t  o f t e n  they could 

acqu i r e  s u f f i c i e n t  c a p i t a l  only  by r ece iv ing  money a s  income 

from t h e  company and exposing themselves t o  t a x a t i o n  which 

makes t h e  c o s t  of  t h e  purchase  p r o h i b i t i v e .  I f  t h e  company 

i t s e l f  could purchase  t h e  s h a r e s  of t h e  r e t i r i n g  o r  deceased 

sha reho lde r ,  t h a t  would have the effect of permitting the 



t r a n s f e r  of c o n t r o l  and ownership, though t h e  va lue  of 

t h e  company w i l l  have been reduced by t h e  purchase.  (There 

may of course  be t a x a t i o n  problems i n  connect ion wi th  t h e  

repurchase  i t s e l f ,  b u t  i n  a  p a r t i c u l a r  ca se  t h e s e  may be 

avoided,  o r  they  may be l e s s ) .  I n  some cases  i n  which t h e  

sha reho lde r  has  d i ed  t h e  purchase might be funded by 

insurance  taken o u t  by t h e  company on h i s  l i f e .  I t  seems 

t o  us t o  be d e s i r a b l e  t h a t  shareholders  should be a b l e  

t o  t r a n s f e r  c o n t r o l  and ownership,  and we th ink  t h e  r equ i r e -  

ment o f  unanimity,  o r  a l t e r n a t i v e l y  of d i s c l o s u r e  and an 

o f f e r  t o  a l l  sha reho lde r s  of t h e  c l a s s ,  w i l l  g i v e  adequate 

p r o t e c t i o n  t o  t h e  o t h e r  sha reho lde r s .  

( v i )  Compromise o f  a  Sha reho lde r ' s  Indebtedness  

Occasional ly  a  sha reho lde r  who i s  indebted t o  

a  company g e t s  i n t o  f i n a n c i a l  d i f f i c u l t i e s .  I t  may be t o  

t h e  advantage of t h e  company t o  be a b l e  t o  s e t t l e  i t s  cla im 

by t a k i n g  back t h e  s h a r e s  i n  s a t i s f a c t i o n  of a  deb t .  That 

i s  a  p e r f e c t l y  reasonable  bus ines s  p r o p o s i t i o n ,  b u t  our  

p roposa ls  do n o t  provide f o r  it. The power t o  c a r r y  it 

through could be abused,  and should be permi t ted ,  i f  a t  

a l l ,  only  i n  t h e  con tex t  of  a  r e v i s e d  Act w i th  a d d i t i o n a l  

sa feguards .  

( v i i )  Employee Share  Ownership P lans  

A more impor tan t  bus ines s  arrangement i s  a  p lan  

under which an employee of a  company w i l l  be permi t ted  t o  

i n v e s t  i n  s h a r e s  of t h e  company, and under which t h e  s h a r e s  

w i l l  be repurchased from him when he leaves  t h e  company's 

employment. That i s  sometimes done a t  t h e  p r e s e n t  time under 

t r u s t  arrangements which involve  t h e  use  of some company 

funds and which may t h e r e f o r e  be open t o  ques t ion .  



Any doubts  could be c l e a r e d  up, and i n  some cases  cumbersome 

t r u s t e e s h i p  arrangements could  be made unnecessary,  by 

con fe r r ing  an u n r e s t r i c t e d  power upon a company t o  buy i t s  

own s h a r e s .  Such arrangements a r e  p rope r ,  b u t  our  p roposa ls  

f o r  amendments t o  t h e  p r e s e n t  Companies Act w i l l  n o t  

f a c i l i t a t e  them un le s s  t h e r e  i s  unanimous agreement by t h e  

sha reho lde r s ,  which w i l l  n o t  normally be o b t a i n a b l e  except  

i n  t h e  case  of  a c lose ly-he ld  company. We do n o t  pe rce ive  

s u f f i c i e n t  urgency t o  j u s t i f y  emergency a c t i o n  which may 

p r e j u d i c e  shareholders ,and  we w i l l  l eave  employee s h a r e  

ownership p l a n s  t o  be d e a l t  wi th  i n  t h e  r e v i s e d  Act. 

( v i i i )  F r a c t i o n a l  Shares  

F r a c t i o n a l  s h a r e s  i n  a company a r e  sometimes 

c r e a t e d ,  and a r e  sometimes a nuisance.  I t  would be convenient  

i f  t h e  company could simply purchase t h e  f r a c t i o n a l  s h a r e s  

and cance l  them, and i n  t h e  usua l  c a s e  no one would be 

i n j u r e d .  I t  would, however, be p o s s i b l e  t o  c o n t r i v e  t h e  

c r e a t i o n  of f r a c t i o n a l  s h a r e s  w i th  a view t o  repurchas ing  

them i n  a way which would p r e j u d i c e  o t h e r  sha reho lde r s ,  and 

i n  view of t h a t  f a c t ,  and t h e  f u r t h e r  f a c t  t h a t  t h e  problem 

i s  n o t  an u rgen t  one,  we th ink  t h a t  s o l v i n g  it can be l e f t  

t o  t h e  r e v i s e d  Act. 

( 4 )  Tax Consequences of Proposa ls  

I t  i s  n o t  p o s s i b l e ,  even i f  it were d e s i r a b l e ,  t o  

a s s u r e  a company and i t s  sha reho lde r s  t h a t  a  purchase of 

s h a r e s  which t h e  company has i s s u e d  w i l l  n o t  have adverse  

t a x  consequences. Our proposa ls  a r e  permiss ive  on ly ,  and 



t h o s e  who choose t o  t a k e  p a r t  i n  a t r a n s a c t i o n  which would 

be pe rmi t t ed  by them i f  they a r e  adopted w i l l  have t o  

a s su re  themselves by proper  advice  t h a t  they unders tand 

t h e  t a x  consequences of what they do. I f  they proceed 

i n c a u t i o u s l y  they  may expose themselves t o  d i s a s t r o u s  

consequences a g a i n s t  which t h e  Companies Act w i l l  n o t  

p r o t e c t  them. 

111. CONCLUSION 

I t  i s  our  b e l i e f  t h a t  l e g i s l a t i o n  embodying t h e  

proposa ls  which w e  have made i n  t h i s  r e p o r t  and appendix 

would con fe r  a u s e f u l  and b e n e f i c i a l  power upon companies 

i nco rpo ra t ed  under t h e  A lbe r t a  Companies Act. We b e l i e v e  

t h a t  i n  a modern r e v i s e d  Act providing new safeguards  f o r  

sha reho lde r s  a l e s s  l i m i t e d  power w i l l  be p roper ;  our  

p roposa ls  a r e  n e c e s s a r i l y  l i m i t e d  because we a r e  recommending 

an impor tan t  temporary change i n  t h e  s t r u c t u r e  of an A c t  

which has  n o t  advanced wi th  t h e  t i m e s  and which r e q u i r e s  t h e  

complete r e v i s i o n  upon which w e  a r e  engaged. 
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APPENDIX A 

THE COMPANIES ACT AMENDMENT ACT, 1977 

I .  The  COMPANIES ACT I S  HEREBY AMENDED. 

2 .  T h e  foZZowing new d i v i s i o n  i s  added  a f t e r  D i v i s i o n  2 
o f  PART 4  t o  b e  e n t i t l e d :  

DIVISION (2.2) PURCHASE BY A COMPANY O F  I T S  

OWN SHARES 

COMMENT : 

The s u b j e c t  should be d e a l t  w i th  i n  one d i v i s i o n  f o r  

convenience of r e f e rence .  The proposed l e g i s l a t i o n  provides  

t h a t  a  purchase  by a  company of i t s  own s h a r e s  w i l l  

c o n s t i t u t e  an a l t e r a t i o n  of i s s u e d  c a p i t a l .  The l o g i c a l  

p l a c e  f o r  t h e  d iv i s ion ,  t h e r e f o r e ,  i s  immediately fo l lowing  

t h e  d i v i s i o n  which d e a l s  wi th  o t h e r  a l t e r a t i o n s  and r educ t ions  

of c a p i t a l .  

42 .  2 N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  s e c t i o n  Z(Z122, 

f o r  t h e  p u r p o s e s  o f  t h i s  d i v i s i o n :  

" c o u r t "  means t h e  Supreme C o u r t  o f  A Z b e r t a  

p r e s i d e d  o v e r  b y  a  judge  o f  t h e  Supreme C o u r t  

d e s i g n a t e d  b y  t h e  C h i e f  J u s t i c e  o f  t h e  T r i a Z  

D i v i s i o n .  

COMMENT : 

The Ontar io  Business Corporat ions  Act (OBCA) d e f i n e s  

"cou r t "  a s  fo l lows:  

" cou r t "  means t h e  Supreme Court  of On ta r io  p re s ided  

over by one of those  Judges of t h e  High Court  who a r e  

des igna t ed  by t h e  Chief J u s t i c e  of t h e  High Court  f o r  

t h e  purpose of hea r ing  a p p l i c a t i o n s  under t h i s  Act. 



The concept of a  des igna ted  judge i s  a l r eady  used 

i n  Sec t ion  86 (1 )  of  our  Companies A c t  and is approp r i a t e  

f o r  t h e  purposes of Sec t ion  41.5 and 4 1 . 1 1 .  

4 2 . 2  1 2 )  S u b j e c t  t o  t h e  p r o v i s i o n s  o f  t h i s  d i v i s i o n ,  

a  company may purchase  s h a r e s  i s s u e d  by  i t .  

( 2 )  U n l e s s  t h e  a r t i c l e s  o t h e r w i s e  p r o v i d e  

t h e  power c o n f e r r e d  by  t h i s  s e c t i o n  may 

be e x e r c i s e d  by r e s o l u t i o n  o f  t h e  

d i r e c t o r s .  

Subsect ion (1) i s  t h e  enabl ing  s e c t i o n  and g e n e r a l l y  

fol lows t h e  wording of Sec t ion  32 (1) of t h e  Canada Business 

Corporat ions  Act (CBCA).  I t  uses  t h e  word "purchase" 

i n s t e a d  of t h e  word "acqu i r e "  because,  u n l i k e  t h e  CBCA 

s e c t i o n ,  it i s  n o t  used f o r  redemption of p r e f e r r e d  s h a r e s .  

Subsec t ion  (2 )  makes i t  c l e a r  t h a t  a  company may a u t h o r i z e  

t h e  purchase by a  r e s o l u t i o n  of t h e  d i r e c t o r s .  

42.3 ( 2 )  Where a  company has  purchased  any share  

i s s u e d  by  i t  o f  a  c l a s s  w i t h  par  v a l u e ,  

t h e  i s s u e d  c a p i t a l  i s  d e c r e a s e d  by  an  

amount e q u a l  t o  t h e  par  v a l u e  o f  t h e  s h a r e .  

( 2 )  Where a  company has  purchased  any s h a r e  

i s s u e d  by  i t  o f  a  c l a s s  w i t h o u t  par  v a l u e ,  

t h e  i s s u e d  c a p i t a 2  i s  d e c r e a s e d  by  an 

amount e q u a l  t o  t h e  amount o b t a i n e d  by  

d i v i d i n g  

f a )  t h e  amount o f  t h e  c o n s i d e r a t i o n  r e c e i v e d  

by  t h e  company from t i m e  t o  t i m e  f o r  

w h i c h  t h e  s h a r e s  were  i s s u e d  l e s s  any 



r e d u c t i o n  o f  c a p i t a 2  w i t h  r e s p e c t  t o  

s u c h  s h a r e s  e f f e c t e d  by  t h e  company i n  

accordance  w i t h  t h e  p r o v i s i o n s  o f  t h i s  

A c t ,  by  

f b )  t h e  number o f  i s s u e d  s h a r e s  o f  t h a t  

c t a s s .  

13)  S h a r e s  w h i c h  have b e e n  i s s u e d  by a  company 

and purchased  by i t  shaZZ be r e s t o r e d  t o  

t h e  s t a t u s  o f  a u t h o r i z e d  b u t  u n i s s u e d  s h a r e s .  

The s e c t i o n  r e q u i r e s  t h a t  a  company reduce t h e  d o l l a r  

f i g u r e  f o r  i t s  i s s u e d  c a p i t a l  fo l lowing a  purchase of s h a r e s  

i s s u e d  by it. I f  t h e  sha re s  purchased a r e  pa r  va lue  s h a r e s ,  

subsec t ion  (1) i s  se l f - exp lana to ry .  I f  t h e  s h a r e s  purchased 

a r e  no p a r  va lue  s h a r e s ,  subsec t ion  ( 2 )  r e q u i r e s  t h a t  t h e  

d o l l a r  f i g u r e  f o r  t h e  i s s u e d  c a p i t a l  be reduced by t h e  average 

p r i c e  r ece ived  by t h e  company f o r  t h e  s h a r e s .  The excess  

amount over  t h e  p r e s c r i b e d  f i g u r e  i s  simply l e f t  t o  t h e  

d i s c r e t i o n  of t h e  d i r e c t o r s  of t h e  company, and it may be 

deducted from whatever s u r p l u s  account t h e  o f f e r i n g  c i r c u l a r  

s t a t e s  w i l l  be  used,  o r  whatever fund o r  whatever s u r p l u s  

account  t h e  sha reho lde r s  agree  t o  i n  a  unanimous agreement. 

Subsec t ion  ( 3 )  disposes  of t h e  problem of vo t ing  t h e  s h a r e s ,  

a s  au tho r i zed  b u t  unissued s h a r e s  c a r r y  no vo te .  I t  a l s o  

s o l v e s  t h e  problem of d iv idends  a s  no dividend w i l l  be p a i d  

on such a  sha re .  This  subsec t ion  i s  most impor tan t  a s  it 

goes a  long way towards prevent ing  market manipulat ion by 

p u b l i c  companies. I n  o r d e r  t o  r e s e l l  t h e  s h a r e s ,  a  p u b l i c  

company would have t o  make an o f f e r i n g  s u b j e c t  t o  t h e  

prospec tus  p rov i s ions  of t h e  S e c u r i t i e s  Act. 
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4 2 . 4  ( 2 )  A company shaZZ n o t  make any payment t o  

purchase  any s h a r e  i s s u e d  by  i t  i f  t h e r e  a r e  

r e e a s o n a b l e  grounds f o r  b e l i e v i n g  t h a t :  

( a )  The c o r p o r a t i o n  i s ,  o r  would a f t e r  

t h e  payment b e ,  u n a b l e  t o  pay i t s  

l i a b i l i t i e s  a s  t h e y  become due ;  o r ,  

( b l  The r e a Z i z a b l e  v a l u e  o f  t h e  company ' s  

a s s e t s  would  a f t e r  t h e  payment b e  

l e s s  t h a n  t h e  a g g r e g a t e  o f  i t s  

l i a b i l i t i e s  and t h e  pa id  up c a p i t a l  

o f  t h e  r e m a i n i n g  s h a r e s  o f  e v e r y  

c l a s s  o r  k i n d .  

( 2 1  The p r o v i s i o n s  o f  s e c t i o n  8 9 f . 2 )  o f  t h i s  

A c t  do n o t  a p p l y  w i t h  r e s p e c t  t o  a  purchase  

by  a  company o f  any s h a r e  i s s u e d  by  i t .  

COMMENT : 

Subsect ion (1) e s t a b l i s h e s  t h e  double -bar re l led  solvency 

t e s t  con ta ined  i n  Sec t ion  32 (2 )  of t h e  CBCA. That s e c t i o n ,  

however, uses  t h e  word " s t a t e d  c a p i t a l " .  Our Act has  no 

such d e f i n i t i o n  and i n  f a c t  uses  t h e  word " c a p i t a l "  t o  cover 

a  v a r i e t y  of meanings. The phrase  "pa id  up c a p i t a l "  a s  used 

i n  t h e  p r e s e n t  Act does n o t  c o n f l i c t  w i th  t h e  d e f i n i t i o n  of 

"pa id  up c a p i t a l "  a s  used i n  Sec t ion  8 9 ( l )  ( c )  of t h e  

Income Tax Act,  Canada; hence it was used. 

Sec t ion  89 (2 )  of t h e  p r e s e n t  Act provides  t h a t  an 

a p p r a i s a l  s u r p l u s  cannot be used t o  j u s t i f y  payment of a  

d ividend f o r  f i v e  ( 5 )  y e a r s  a f t e r  t h e  r e a p p r a i s a l .  W e  t h i n k  

t h a t  t h e r e  i s  a p o s s i b i l i t y  t h a t  a  c o u r t  would deem any 

amount over  t h e  amount a t t r i b u t e d  t o  t h e  c a p i t a l  account 

under Sec t ion  4 1 . 4 ,  t o  be a dividend and w e  t h ink  t h a t  t h e  
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p o s s i b i l i t y  should  be removed by making Sec t ion  8 9 ( 2 )  

i n a p p l i c a b l e .  

W e  t h i n k  that no adver t isement  o r  n o t i c e  t o  c r e d i t o r s  

should be requi red .  That i s  a  s u b s t a n t i a l  d e p a r t u r e  from 

e x i s t i n g  requirements  f o r  reduc t ion  of c a p i t a l  f o r  which a  

c o u r t  a p p l i c a t i o n  i s  necessary and under which t h e  c o u r t  

cons ide r s  t h e  p o s i t i o n  of c r e d i t o r s .  These requirements ,  

however, a r e  based upon a  concept of t h e  s a n c t i t y  of paid- in  

c a p i t a l  which w e  cons ide r  i l l u s o r y  and outmoded, and which do 

n o t  appear i n  t h e  CBCA. I f  t h e  d i r e c t o r s  a r e  prepared t o  

a u t h o r i z e  an unlawful purchase  of s h a r e s ,  t h e  consequences 

of which they w i l l  be pe r sona l ly  l i a b l e  f o r ,  we do n o t  

t h ink  t h a t  a  requirement of n o t i c e  t o  c r e d i t o r s  w i l l  s t o p  

them; and t h e r e  is no such requirement f o r  t h e  d e c l a r a t i o n  

of d iv idends  which i s  t h e  p r i n c i p a l  mechanism f o r  co rpo ra t e  

d i s t r i b u t i o n s .  We b e l i e v e  f u r t h e r  t h a t  requirements  of 

n o t i c e  and a d v e r t i s i n g  would be unduly onerous ,  a s  t r a n s -  

a c t i o n s  under t h e  proposed power may be smal l  o r  l a r g e ,  

f r equen t  o r  i n f r e q u e n t ,  and w i l l  u s u a l l y  be p e r f e c t l y  w i t h i n  

t h e  law. 

4 2 . 5  ( 2 )  D i r e c t o r s  o f  a  company who, c o n t r a r y  

t o  t h e  p r o v i s i o n s  o f  S e c t i o n  4 2 . 4 ,  

v o t e  f o r  o r  c o n s e n t  t o  a  r e s o Z u t i o n  

a u t h o r i z i n g  t h e  company t o  purchase  

any s h a r e  i s s u e d  by  i t ,  a r e  j o i n t l y  

and s eve raZZy  l i a b l e  t o  r e s t o r e  t o  

t h e  company any amount s o  pa id  and 

n o t  o t h e r w i s e  r e c o v e r e d  b y  t h e  company.  

( 2 )  A d i r e c t o r  who has  s a t i s f i e d  a judgment  

o r d e r e d  u n d e r  t h i s  s e c t i o n  i s  e n t i t l e d  

t o  c o n t r i b u t i o n  from t h e  o t h e r  d i r e c t o r s  

who v o t e d  f o r  o r  c o n s e n t e d  t o  t h e  

r e s o l u t i o n .  
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( 3 )  A d i r e c t o r  who i s  l i a b l e  u n d e r  s u b s e c t i o n  ( 2 )  

i s  e n t i t l e d  t o  a p p l y  t o  t h e  c o u r t  by way o f  

o r i g i n a t i n g  n o t i c e  o f  m o t i o n  f o r  an o r d e r  

c o m p e l l i n g  a  s h a r e h o t d e r  o r  former s h a r e -  

h o l d e r  t o  pay t o  t h e  company any money t h a t  was 

pa id  c o n t r a r y  t o  s e c t i o n  41 .4 .  

( 4 1  Where t h e  purchase  by  t h e  company o f  a  s h a r e  

i s s u e d  by  it i s  i n  c o n t r a v e n t i o n  o f  t h e  

p r o v i s i o n  o f  s e c t i o n  4 2 . 4 ,  any c r e d i t o r  

who was a  c r e d i t o r  a t  t h e  t i m e  o f  t h e  

purchase ,  o r  any s h a r e h o l d e r ,  may a p p l y  

t o  t h e  c o u r t  i n  t h e  same manner ,  and t h e  

c o u r t  may, i f  i t  i s  s a t i s f i e d  t h a t  i t  i s  

e q u i t a b l e  t o  do s o ,  

( a )  o r d e r  a  s h a r e h o l d e r  o r  former s h a r e -  

h o l d e r  t o  pay t o  t h e  company any money 

t h a t  was p a i d  by  t h e  company t o  

purchase  t h e  s h a r e ;  

( b )  o r d e r  t h e  company t o  i s s u e  an 

e q u i v a l e n t  number o f  s h a r e s  t o  t h e  

s h a r e h o l d e r  o r  t h e  former  s h a r e h o l d e r ;  

and 

( c )  make s u c h  f u r t h e r  o r d e r  a s  i t  t h i n k s  

f i t .  

( 5 )  An a c t i o n  t o  e n f o r c e  a  l i a b i l i t y  imposed  

by  t h i s  s e c t i o n  may b e  commenced o n t y  

w i t h i n  two 129  y e a r s  a f t e r  t h e  d a t e  o f  

compZet ion  o f  t h e  p u r c h a s e .  



COMMENT : 

This  s e c t i o n  imposes a l i a b i l i t y  on t h e  d i r e c t o r s  

who v o t e  f o r  t h e  r e s o l u t i o n .  I t  fo l lows  g e n e r a l l y  t h e  

p rov i s ions  of s e c t i o n  113 of t h e  CBCA. The solvency test 

is designed t o  p r o t e c t  bo th  c r e d i t o r s  and shareholders .  

4 2 . 6  A p r i v a t e  company t h a t  p u r c h a s e s  s h a r e s  

i s s u e d  by  i t  sha22 n o t i f y  t h e  R e g i s t r a r  

w i t h i n  t h i r t y  1 3 0 )  days  o f  t h e  d a t e  o f  

t h e  p u r c h a s e ,  o f  t h e  d a t e ,  t h e  number,  

and t h e  cZass  o r  k i n d  o f  s h a r e s  t h a t  i t  

has  purchased .  

COMMENT : 

This  s e c t i o n  d e a l s  wi th  t h e  d i s c l o s u r e  requirements 

f o r  a  p r i v a t e  company and i s  se l f - exp lana to ry .  We have n o t  

des igna t ed  any p a r t i c u l a r  form, b u t  we f e e l  t h a t  t h e  

in format ion  should be a v a i l a b l e  t o  anyone who a t t e n d s  a t  

t h e  Companies Branch and searches  t h e  company f i l e .  The 

p rov i s ions  of s e c t i o n  53 (1) ( c )  and ( f  ) of t h e  p r e s e n t  

Companies Act ,  d e a l i n g  wi th  t h e  r e g i s t e r  of members, a r e  

adequate i n  t h e i r  p r e s e n t  form t o  compel t h e  company t o  

make t h e  necessary  a l t e r a t i o n s  i n  i t s  r e g i s t e r  of  members. 

Since t h e  r e g i s t e r  of members i s  open t o  i n s p e c t i o n  by a  

member of t h e  p u b l i c ,  t h e r e  w i l l  be two p l a c e s  where t h e  

in format ion  i s  a v a i l a b l e .  

4 2 .  7 ( 2 )  A p u b l i c  company wh ich  u n d e r  t h i s  d i v i s i o n  

purchases  s h a r e s  i s s u e d  by  i t  s h a l t  b e  

deemed t o  be  an i n s i d e r  f o r  t h e  purposes  

o f  D i v i s i o n  ( 3 )  o f  PART 6 o f  t h i s  A c t .  



1 2 )  A p r i v a t e  company w h i c h  under  t h i s  d i v i s i o n  

purchases  s h a r e s  i s s u e d  by  i t  and makes u s e  o f  any 

s p e c i  f i e  c o n f i d e n t i a l  i n f o r m a t i o n  f o r  i t s  own 

b e n e f i t  o r  advan tage  w h i c h ,  i f  g e n e r a l l y  

known, m i g h t  r e a s o n a b l y  b e  e x p e c t e d  t o  

a f f e c t  m a t e r i a l l y  t h e  v a l u e  o f  s u c h  

s h a r e s ,  i s  l i a b l e  t o  compensa te  any s h a r e -  

h o l d e r  o r  former s h a r e h o l d e r  f o r  any d i r e c t  

l o s s  s u f f e r e d  by s u c h  per son  a s  a  r e s u l t  

o f  t h e  p u r c h a s e ,  u n l e s s  s u c h  i n f o r m a t i o n  

was known o r  o u g h t  r e a s o n a b l y  t o  have b e e n  

known t o  t h e  s e l l i n g  s h a r e h o l d e r  a t  t h e  

t i m e  o f  t h e  p u r c h a s e .  

1 3 )  An a c t i o n  t o  e n f o r c e  any r i g h t  c r e a t e d  by  

s u b s e c t i o n  1 2 )  may b e  commenced o n l y  w i t h i n  

two 1 2 )  y e a r s  a f t e r  t h e  d a t e  o f  t h e  purchase  

t h a t  gave r i s e  t o  t h e  c a u s e  o f  a c t i o n .  

COMMENT : 

This  s e c t i o n  w i l l  r e q u i r e  a  p u b l i c  company t o  comply 

wi th  t h e  r e p o r t i n g  s e c t i o n s  i n  t h e  i n s i d e r  t r a d i n g  p r o v i s i o n s ,  

and w i l l  impose c i v i l  l i a b i l i t y  i f  t h e  company uses  

c o n f i d e n t i a l  in format ion  t o  t h e  de t r iment  of t h e  s e l l i n g  

sha reho lde r .  

Subsect ion ( 2 )  imposes t h e  same c i v i l  l i a b i l i t y  upon a 

p r i v a t e  company. Subsec t ion  ( 3 )  provides  t h e  same l i m i t a t i o n  

per iod  p r e s e n t l y  contained i n  Sec t ion  85 of t h e  Companies 

Act which is a p p l i c a b l e  t o  p u b l i c  companies under Subsect ion (1). 

41.8 ( 2 )  U n l e s s  a l l  o f  t h e  s h a r e h o l d e r s  a t  t h e  d a t e  

o f  t h e  purchase  have unan imous l y  agreed  i n  

w r i t i n g  t o  t h e  proposed p u r c h a s e ,  a  company 

t h a t  p roposes  t o  purchase  s h a r e s  i s s u e d  by  i t  

s h a l l :  



( a )  make i t s  o f f e r  t o  purchase  t o  

e v e r y  s h a r e h o l d e r  r e s i d e n t  i n  

Canada who h o l d s  s h a r e s  o f  t h e  

c l a s s  o r  k i n d  t o  be  purchased ;  and ,  

( b )  d e l i v e r  o r  m a i l  a  copy o f  t h e  o f f e r i n g  

c i r c u l a r  s t a t i n g  t h e  number and t h e  c l a s s  

o r  k i n d  o f  i t s  i s s u e d  s h a r e s  wh ich  t h e  

company p roposes  t o  p u r c h a s e ,  i n  p r e s c r i b e d  

form, t o  each  s h a r e h o l d e r  r e s i d e n t  

i n  Canada o f  r e c o r d  a s  a t  t h e  d a t e  

o f  t h e  o f f e r  i n  s u c h  manner as  may 

b e  p r o v i d e d  i n  t h e  a r t i c l e s  o f  t h e  

company f o r  t h e  s e n d i n g  o f  any n o t i c e  

o f  a  m e e t i n g  o f  t h e  s h a r e h o l d e r s ;  and,  

( c )  i n  t h e  c a s e  o f  a  p r i v a t e  company, f i l e  

a  copy o f  t h e  o f f e r i n g  c i r c u l a r  w i t h  t h e  

R e g i s t r a r  w i t h i n  f i f t e e n  ( 2 5 )  days  o f  

t h e  d a t e  t h a t  i t  i s  d e l i v e r e d  o r  m a i l e d  

t o  t h e  s h a r e h o l d e r s  o f  t h e  company; and,  

( d l  i n  t h e  c a s e  o f  a  p u b l i c  company, f i l e  a  

copy o f  t h e  o f f e r i n g  c i r c u Z a r  w i t h  t h e  

Commission w i t h i n  f i v e  ( 5 )  days  o f  t h e  

d a t e  t h a t  i t  i s  d e l i v e r e d  o r  m a i l e d  t o  

t h e  s h a r e h o l d e r s  r e s i d e n t  o f  Canada; and 

( e )  f o r  t h e  purposes  o f  t h i s  s e c t i o n ,  a  

s h a r e h o l d e r  i s  deemed t o  b e  a  r e s i d e n t  o f  

Canada i f  h i s  l a t e s t  a d d r e s s  shown on 

t h e  r e g i s t e r  o f  members o f  t h e  company 

i s  an a d d r e s s  w i t h i n  Canada. 

( 2 )  Where i n  r e s p o n s e  t o  t h e  o f f e r  c o n t a i n e d  i n  

t h e  o f f e r i n g  c i r c u l a r ,  t h e  s h a r e h o l d e r s  a g r e e  



t o  s e l l  a  g r e a t e r  number o f  s h a r e s  t h a n  t h e  

company o f f e r e d  t o  b u y ,  t h e  company s h a l l  

purchase  from a22 o f  t h e  sharehoZder s  who 

o f f e r e d  t o  s e l l ,  pro  r a t a  a s  n e a r l y  a s  

p o s s i b Z e  d i s r e g a r d i n g  f r a c t i o n s .  

( 3 )  N o t w i t h s t a n d i n g  s u b s e c t i o n  2 f a )  a  company 

may make i t s  o f f e r  t o  purchase  s h a r e s  

i s s u e d  by i t  t o  e v e r y  s h a r e h o l d e r  who 

hoZds s h a r e s  o f  t h e  cZass  o r  k i n d  t o  b e  

purchased ,  w h e r e s o e v e r  r e s i d e n t .  

"Commission" i s  de f ined  i n  Sec t ion  2 ( 1 ) 7  of t h e  p r e s e n t  

Act and means t h e  S e c u r i t i e s  Commission. The p rov i s ion  t h a t  

t h e  o f f e r i n g  c i r c u l a r  need only be mailed t o  sha reho lde r s  

r e s i d e n t  i n  Canada i s  a  technique borrowed from t h e  CBCA 

which avoids  t h e  n e c e s s i t y  of  ob t a in ing  c l ea rance  from t h e  

American S e c u r i t i e s  and Exchange Commission. The company 

must s t a t e  i n  i t s  o f f e r i n g  t h e  number of s h a r e s  it proposes 

t o  buy. S ince  t h e  o f f e r  i s  s e n t  t o  a l l  sha reho lde r s  of t h e  

c l a s s  being purchased,  each w i l l  have an oppor tun i ty  t o  s e l l .  

Other sha reho lde r s  w i l l  r e c e i v e  n o t i c e  and have t h e i r  remedy 

under Sec t ion  4 1 . 1 1 .  Subsect ion ( 2 )  i s  designed t o  cover  

a s i t u a t i o n  where t h e  company r e c e i v e s  o f f e r s  t o  s e l l  i n  

excess  of t h e  number of sha re s  it o f f e r s  t o  buy. Subsect ion 

( 3 )  makes c l e a r  t h a t  a  p u b l i c  company whose s h a r e s  a r e  

widely h e l d  o u t s i d e  Canada may address  i t s  o f f e r  t o  a l l  of i t s  

sha reho lde r s  i f  it wishes t o  do so .  I t  w i l l  of  course  have 

t o  comply wi th  t h e  requirements of t h e  American S e c u r i t i e s  

and Exchange Commission w i t h  r e s p e c t  t o  any sha reho lde r s  who 

a r e  r e s i d e n t s  of  t h e  United S t a t e s .  



41.9 A pubZic  company whose s h a r e s  a r e  l i s t e d  on a  

Canadian s t o c k  e x c h a n g e ,  o r  t r a d e d  i n  t h e  o v e r - t h e -  

c o u n t e r  marke t  i n  Canada, need  n o t  compty w i t h  

t h e  p r o v i s i o n s  o f  S e c t i o n  4 2 . 8  i f :  

( 2 )  The s h a r e s  i t  proposes  t o  purchase  a r e  

bough t  t h r o u g h  t h e  f a c i l i t i e s  o f  a  s t o c k  

exchange  o r  i n  t h e  o v e r - t h e - c o u n t e r  

m a r k e t ;  and ,  

( 2 )  T h e r e  has  b e e n  no  s o Z i c i t a t i o n  o f  t h e  

sharehoZder s  by  t h e  company; and,  

( 3 )  I n  any one month i t  purchases  n o t  more 

t h a n  one ( 2 % )  p e r c e n t  o f  t h e  k i n d  o r  

cZass  o f  s h a r e s  wh ich  were i s s u e d  and 

o u t s t a n d i n g  on t h e  f i r s t  day o f  t h a t  

month .  

COMMENT : 

This  concept i s  taken from t h e  CBCA and i t s  r e g u l a t i o n s .  

I t  was f e l t  t h a t  one (1%) percen t  of t h e  i s sued  s h a r e s  p e r  

month could hard ly  be s u f f i c i e n t  t o  s u b s t a n t i a l l y  a f f e c t  o r  

manipulate t h e  market p r i c e  and t h a t  t h e  requirements  of  

s tock  exchanges and t h e  S e c u r i t i e s  Commission w i l l  p rov ide  

adequate d i s c l o s u r e .  

4 2 . 2 0  A pubZ ic  company t h a t  has  n o t  o b t a i n e d  t h e  

unanimous agreement  o f  a22 o f  i t s  sharehoZder s  

t o  t h e  proposed purchase  o f  any o f  i t s  i s s u e d  

s h a r e s  may a p p l y  t o  t h e  Commission f o r  an 

o r d e r  d e c z a r i n g  t h e  proposed purchase  t o  be  

exemp t  from t h e  p r o v i s i o n s  o f  S e c t i o n  4 2 . 8 ( 2 ) ( b )  

and 4812 )  ( d l  and t h e  Commission may deem t h e  

proposed o f f e r  t o  b e  exempt  upon s u c h  t e r m s  

o r  c o n d i t i o n s  a s  i t  may i m p o s e .  



COMMENT : 

I t  i s  our  f e e l i n g  t h a t  t h e r e  should be some manner 

i n  which l e g i t i m a t e  t r a n s a c t i o n s  under excep t iona l  circum- 

s t a n c e s  could be pe rmi t t ed ,  p rov id ing  t h a t  t h e  company 

o b t a i n s  an o r d e r  exempting it from complying wi th  t h e  

o f f e r i n g  c i r c u l a r  p rov i s ions  of Sec t ion  4 1 . 8 ,  p a r t i c u l a r l y  

i n  t h e  ca se  where an Albe r t a  p u b l i c  company w i l l  have t o  

comply w i t h  t h e  requirements of ano ther  j u r i s d i c t i o n  such 

a s  Ontar io .  

4 2 .  2 2  Where i n  c o n n e c t i o n  w i t h  an o f f e r  by  a  company 

t o  purchase  s h a r e s  i s s u e d  by  i t ,  t h e  company, 

o r  i t s  d i r e c t o r s ,  do n o t  compZy w i t h  t h i s  A c t  

o r  t h e  r e g u l a t i o n s ,  any member o f  t h e  Commission,  

o r  any i n t e r e s t e d  p e r s o n ,  may appZy t o  t h e  c o u r t  

by  way o f  o r i g i n a t i n g  n o t i c e  o f  m o t i o n ,  and 

upon s u c h  a p p 2 i c a t i o n  t h e  c o u r t  may make an o r d e r :  

( a )  a p p r o v i n g  t h e  c o n t e n t s  o f  t h e  o f f e r i n g  

c i r c u l a r  w i t h  o r  w i t h o u t  v a r i a t i o n  and 

r e q u i r i n g  d i s t r i b u t i o n  o f  t h e  c o r r e c t e d  

document  t o  e a c h  s h a r e h o l d e r  e n t i t z e d  

t o  r e c e i v e  i t ;  

( b l  r e s t r a i n i n g  t h e  d i s t r i b u t i o n  o f  t h e  

o f f e r i n g  c i r c u t a r ;  

I c )  r e q u i r i n g  any pe r son  t o  comply  w i t h  t h i s  

A c t  o r  r e g u Z a t i o n s ;  

( d )  R e s c i n d i n g  t h e  o f f e r .  



COMMENT : 

Thi s  s e c t i o n  i s  modelled i n  p a r t  on Sec t ion  196(3) 

of t h e  CBCA. I t  provides  a  means of r e s t r a i n i n g  o r  

modifying t h e  o f f e r ,  and i n  extreme cases  p revent ing  t h e  

company from making an o f f e r .  

4 2 .  2 2  ( 2 )  A c o n t r a c t  w i t h  a  company p r o v i d i n g  f o r  

t h e  purchase  o f  s h a r e s  i s s u e d  by i t  i s  

s p e c i f i c a Z l y  e n f o r c e a b l e  a g a i n s t  t h e  

company e x c e p t  t o  t h e  e x t e n t  t h a t  t h e  

company canno t  p e r f o r m  t h e  c o n t r a c t  w i t h o u t  

b e i n g  i n  b r e a c h  o f  S e c t i o n  41 .4 .  

( 2 )  I n  an a c t i o n  b r o u g h t  on a  c o n t r a c t  r e f e r r e d  

t o  i n  s u b s e c t i o n  ( l ) ,  t h e  company has  t h e  

burden  o f  p r o v i n g  t h a t  pe r fo rmance  t h e r e o f  

i s  p r e v e n t e d  by S e c t i o n  4 2 . 4 .  

( 3 )  U n t i l  t h e  company has  f u l l y  per formed  a  

c o n t r a c t  r e f e r r e d  t o  i n  s u b s e c t i o n  ( 2 1 ,  

t h e  s e l l i n g  s h a r e h o l d e r  r e t a i n s  t h e  s t a t u s  

o f  a  cZaimant  e n t i t l e d  t o  b e  pa id  a s  soon  

a s  t h e  c o r p o r a t i o n  i s  ZawfuZZy a b l e  t o  do 

s o  o r ,  i n  l i q u i d a t i o n ,  t o  b e  ranked  sub -  

o r d i n a t e  t o  t h e  r i g h t s  o f  c r e d i t o r s ,  and t o  

t h e  r i g h t s  o f  any c l a s s  o f  s h a r e h o l d e r s  

whose r i g h t s  were  i n  p r i o r i t y  t o  t h e  

r i g h t s  g i v e n  t o  t h e  c l a s s  o f  s h a r e s  wh ich  

he  s o l d  t o  t h e  company, b u t  i n  p r i o r i t y  

t o  t h e  r i g h t s  o f  t h e  o t h e r  s h a r e h o Z d e r s .  

COMMENT : 

This  s e c t i o n  fo l lows  Sec t ion  38 of t h e  CBCA b u t  d i f f e r s  

i n  t h a t  it p r o t e c t s  t h e  r i g h t s  of  sha reho lde r s  w i t h  r i g h t s  



p r i o r  t o  t h o s e  of t h e  s h a r e s  purchased.  

41 .23  ( 2 )  From and a f t e r  t h e  d a t e  upon wh ich  t h i s  

d i v i s i o n  becomes l aw ,  a  s u b s i d i a r y  company 

s h a l l  n o t  a c q u i r e  any s h a r e s  o f  i t s  h o l d i n g  o r  

a f f i l i a t e d  company i n  e x c e s s  o f  one ( 2 % )  

p e r c e n t  o f  t h e  number o f  i s s u e d  s h a r e s  o f  

t h e  h o l d i n g  o r  a f f i l i a t e d  company. 

( 2 1  A s u b s i d i a r y  company t h a t  a c q u i r e s  any 

s h a r e s  o f  i t s  h o l d i n g  o r  a f f i l i a t e d  company, 

a s  p e r m i t t e d  under  t h i s  s e c t i o n ,  s h a l l  n o t  

b e  e n t i t l e d  t o  r e c e i v e  any n o t i c e  o f ,  o r  

t o  v o t e  a t ,  any m e e t i n g  o f  t h e  s h a r e h o l d e r s  

o f  t h e  hoZding  o r  a f f i l i a t e d  company w i t h  

r e s p e c t  t o  s u c h  s h a r e s .  

COMMENT : 

Since  t h e  purchase by a  s u b s i d i a r y  of t h e  " p a r e n t ' s "  

s h a r e s  i s  an i n d i r e c t  manner of a  company buying i t s  own 

s h a r e s ,  and s i n c e  we have imposed r e s t r i c t i o n s  and t r i e d  t o  

g ive  p r o t e c t i o n s  whenever a  company does purchase  i t s  own 

s h a r e s ,  t h e s e  r e s t r i c t i o n s  and p r o t e c t i o n s  w i l l  be of no 

a v a i l  un l e s s  we provide a  s p e c i f i c  p r o h i b i t i o n  t h a t  a  

s u b s i d i a r y  o r  a f f i l i a t e d  company cannot acqu i r e  sha re s  i n  

t h e  p a r e n t .  

The d e f i n i t i o n s  used f o r  " s u b s i d i a r y " ,  "holding" and 

" a f f i l i a t e d "  companies a r e  t h e  d e f i n i t i o n s  used i n  t h e  

p r e s e n t  Companies Act i n  Sec t ion  2 ( 2 ) ,  ( 3 )  and ( 4 )  

r e s p e c t i v e l y .  



The except ion  t o  t h i s  p r o v i s i o n ,  t h a t  t h e  s u b s i d i a r y  

be pe rmi t t ed  t o  acqu i r e  up t o  one (1%) percen t  of i t s  

hold ing  o r  a f f i l i a t e d  company's s h a r e s ,  i s  t o  enable  a  

s u b s i d i a r y  company t o  t a k e  advantage of t h e  r o l l o v e r  

p r o v i s i o n s  of Sec t ion  85 of t h e  Income Tax Act ,  Canada. 

Under Sec t ion  69  of t h e  Income Tax Act, Canada, t h e  gene ra l  

r u l e  i s  t h a t  a  non-arm's l eng th  t r a n s a c t i o n  i s  deemed t o  be 

a t  market va lue .  One except ion  t o  t h i s  r u l e  i s  found i n  

Sec t ion  85 (1 )  of t h e  Income Tax Act,  Canada, under which 

an e l e c t i v e  r o l l o v e r  i s  pe rmi t t ed ,  s u b j e c t  t o  t h e  o t h e r  

p r o v i s i o n s  of t h a t  s e c t i o n ,  p rov id ing  t h a t  t h e  t r a n s f e r o r  

r e c e i v e s  some s h a r e s  of  t h e  t r a n s f e r e e  a s  p a r t  of t h e  

cons ide ra t ion .  I t  is a  convenient  method of implementing 

c e r t a i n  k inds  of co rpo ra t e  r eo rgan iza t ion  without  having t o  

go through t h e  more complex method of amalgamation. The 

proposed Sec t ion  41.13 t h e r e f o r e  con ta ins  a permi t ted  

except ion  up t o  one (1%) percen t .  I n  a  very s p e c i a l  c a s e ,  

however, t h i s  might be enough t o  t i p  t h e  balance of c o n t r o l  

i f  t h e  s u b s i d i a r y  were pe rmi t t ed  t o  vo te  t h e  s h a r e s ;  

t h e r e f o r e  such s h a r e s  a s  may be acqui red  under t h e  exemption 

a r e  n o t  e n t i t l e d  t o  a  vo te  whi le  he ld  by t h e  s u b s i d i a r y .  

3 .  S e c t i o n  2 8 8  i s  amended by  add ing  t h e  foZ2owing 

s u b s e c t i o n :  

( e l  P r e s c r i b i n g  t h e  form and c o n t e n t  o f  

t h e  o f f e r i n g  c i r c u t a r  men t ioned  i n  s e c t i o n  

42 .8 .  

COMMENT : 

Sec t ion  288 does n o t  con ta in  t h e  necessary power t o  make 

t h e  r e g u l a t i o n s  which w i l l  be necessary under Sec t ion  41.8. 



4 .  T h i s  A c t  comes i n t o  f o r c e  on a  d a t e  t o  be  f i x e d  by 

p r o e t a m a t i o n .  

COMMENT : 

The amendments should n o t  come i n t o  f o r c e  u n t i l  t h e  

r e g u l a t i o n s  regard ing  t h e  form and con ten t  of t h e  o f f e r i n g  

c i r c u l a r  r e q u i r e d  under Sec t ion  41.8 have been prepared.  

I t  w i l l  t a k e  time t o  prepare  them. 



ACKNOWLEDGMENTS 

The Albe r t a  Law Foundation has  made a g r a n t  t o  

t h e  I n s t i t u t e  f o r  t h e  purpose of t h e  I n s t i t u t e ' s  p r o j e c t  

i n  t h e  r e v i s i o n  of t h e  A lbe r t a  Companies A c t .  

The I n s t i t u t e  is deeply indebted  t o  P ro fe s so r  

L.C.B. Gower w i th  whom i t s  Company Law Committee s p e n t  an 

i n t e r e s t i n g ,  in format ive  and s t i m u l a t i n g  week i n  J u l y ,  1976, 

and whose l i v e l y  mind i l l u m i n a t e d  f o r  us t h e  p r e s e n t  t o p i c  

a s  w e l l  as t h e  r e s t  of  t h e  f i e l d  of Company Law. 

The I n s t i t u t e  is a l s o  deeply indebted  t o  two of 

t h e  p r i n c i p a l  a r c h i t e c t s  of  t h e  Canada Business Corporat ions  

Act ,  R.W.V. Dickerson o f  Vancouver and John L. Howard, Q . C . ,  

A s s i s t a n t  Deputy Min i s t e r  of  Consumer and Corporate A f f a i r s ,  

Ottawa; and t o  Char les  S a l t e r ,  t h e  D i rec to r  of  t h e  Ontar io  

S e c u r i t i e s  Commission. These t h r e e  gentlemen, a t  t h e  

i n v i t a t i o n  of t h e  Min i s t e r  of Consumer and Corporate  A f f a i r s ,  

s p e n t  t w o  days wi th  t h e  I n s t i t u t e ' s  Committee i n  January ,  1977, 

a t  a  meeting which has  g r e a t l y  in f luenced  t h e  I n s t i t u t e ' s  

recommendations. The i r  knowledge of t h e  r e c e n t  Canadian 

Companies Acts and S e c u r i t i e s  A c t s  and t h e  workings of t h e  

A c t s ,  was i nva luab le  t o  t h e  I n s t i t u t e .  

Messrs. C.A.  Rae of Calgary and P.L.P. Macdonnell, 

Q .C . ,  of  Edmonton a t t ended  t h e  same meeting,  a s  d i d  

J . L .  Lyndon, Deputy Min i s t e r  of Consumer and Corporate  

A f f a i r s .  They a l s o  made va luab le  c o n t r i b u t i o n s  t o  t h e  

development of t h e  I n s t i t u t e ' s  recommendations. 

The I n s t i t u t e  has a l s o  rece ived  g r e a t  h e l p  from 

t h e  Albe r t a  I n s t i t u t e  of  Char tered Accountants Committee t o  

Review a  Proposed New Companies Act f o r  A lbe r t a  c o n s i s t i n g  



of G. Norman Wildgoose (Chairman),  William D .  Grace, 

Percy L. Herr ing,  Vernon C.  Morrison, L e s l i e  E .  Sk ing le ,  

Augustino Annicch ia r ico ,  and P ro fe s so r  Paul  Graul .  They 

have accommodated themselves t o  t h e  I n s t i t u t e ' s  t i m e  

c o n s t r a i n t s  and have given c a r e f u l  cons ide ra t ion  t o  t h e  

proposa ls  and made very h e l p f u l  sugges t ions  and 

recommendations. I n  a d d i t i o n ,  R . D .  Pu rv i s  has  given h e l p  

t o  t h e  I n s t i t u t e ,  p a r t i c u l a r l y  concerning t a x  ma t t e r s .  

R. L. P h i l l i p s ,  then a  law s t u d e n t  employed by 

t h e  I n s t i t u t e ,  prepared an ex t ens ive  and va luab le  r e sea rch  

paper  on t h e  s u b j e c t .  


	fr21_table_of_contents.pdf
	fr21_part1.pdf
	fr21_part2.pdf
	fr21_part3.pdf
	fr21_appendixA.pdf
	fr21_acknowledgements.pdf



