
SUBJECT  VIII 
Illegal Insider 
Transactions 
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I. Intro 

A.  Insider Trading 
 

 

 

B. Definitions 

1. Insider 

2. Call options 

3. Put options 

4. Short Selling 
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David
Sticky Note
use of material confidential information



I. Intro 

C.  Three Types of Illegal Insider 
Transactions 

1. Speculative trading 

2. Insider trading 

3. Tipping 
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David
Sticky Note
trading based on assumptions from an insider. if public finds out that an insider is selling a stock, may cause a negative trend in the market. speculative means you have no info.



II. Speculative Trading 

A.  Insider Definition 
• s. 126(1) 
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II. Speculative Trading 

B. Degree of violation 
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II. Speculative Trading 

C. Speculative Trading Violations 
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David
Sticky Note
1. short selling (s.130(1))
2. sell a call or buy a put (s.130(2))



II. Speculative Trading 

D. Exception (s.130(3)) 
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David
Sticky Note
can short sell if have options to buy the share (because you cant afford to exercise the option)

exercise option within 10 days of short



II. Speculative Trading 

E. Penalty 

s. 130(4) 
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David
Sticky Note
remeber: speculative trading means insider has no knowledge of info. it encompases shorting, and bla bla

David
Sticky Note
speculative trading has to be public company



III. Insider Trading 

A. Definition (s.131(1)) 

• Much broader definition, includes: 
    s. 131(1)  (a) the corporation 
  (b) affiliate of corporation 
  (c) Director or Officer 
  (d) 10% shareholder (reg. 40) 
  (e) an employee of Inc.  
  (f) professional of Inc. (lawyer) 
  (h) any person receiving  material  
         confidential information  
         knowing source is insider 
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III. Insider Trading 

A. Definition  
• Much broader definition, includes: 

     s. 131(3) Take-over or merging parties 

            (3.1) s.3 insider / employee  
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David
Sticky Note
private or distributing inc.

David
Sticky Note
anybody associated....




III. Insider Trading 

A. Definition  
• Securities covered:  

 s. 131(2) Includes shares, options,   
        bonds and any other instrument
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III. Insider Trading 

B. Insider Trading Violation 

s. 131(4) Purchase or sell any security 
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David
Sticky Note
with insider information

knowing value impact if publicity disclosed



III. Insider Trading 

C. Exception (s.131(4)) 
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David
Sticky Note
a) insider believed info was public
b) seller or purchaser knew the info
c) prescribed circumstances: reg. 42 (a) acted as agent on orders
(b) dividend reinvestment plan prior to info
(c) legal obligation existing prior to info

s.131(10) 2 year limit



III. Insider Trading 

D. Penalty 
s.131(5) Compensate corporation for any   
            benefits  
 

s.131(8) Court can asses damage: 

1. With any measure 

2. If distributing then factor losses based on 
price and 20 day average market value 
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IV. Tipping 

A. Definition 
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David
Sticky Note
disclosure of material confidential information by an insider to someone else for their use

insider can't tip family or anybody with info



IV. Tipping 

B. Tipping Violation (s. 131(6)) 
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David
Sticky Note
insider liable for damages suffered by tier who dealt with the tippee



IV. Tipping 

C. Exception (s.131(6)) 
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David
Sticky Note
(a) insider believed info was public
(b) seller or purchaser knew the info
(c) disclosure was course of business
-securing financing or contract, etc.
(d) part of takeover or merger deal

s.131(10) 2 year limit



IV. Tipping 

D. Penalty 
s.131(7) Compensate corporation for any   
            benefits  
 

s131(8) Court can asses damage: 

1. With any measure 

2. If distributing then factor losses based on 
price and 20 day average market value 
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