OSC alerted year ago about Hollinger
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A former publisher in Conrad Black's embattled empire alerted Canadian securities
regulators a year ago about alleged conflicts of interest involving newspapers owned by
Hollinger Inc., C but the regulator concluded after a "preliminary review" that there was no
need for it to get involved.
Paul Winkler, now publisher of several trade magazines based in St. Catharines, Ont.,
asked the Ontario Securities Commission to investigate the intricate relationship between
the Hollinger group and Horizon Publications Inc., a private company partly owned by Lord
Black and his lieutenant David Radler.
In November, 1999, Mr. Winkler was fired as publisher of the Kelowna Capital News, a
community newspaper owned by Hollinger Inc. in the Okanagan region of British Columbia.
He won a wrongful dismissal suit against the company in August, 2002.
In his letter to the OSC on Jan. 5, 2003, Mr. Winkler asked the commission to review the
relationship and dealings between Hollinger and Horizon, which both owned community
papers in the Okanagan. Mr. Winkler also sent the OSC a copy of the judgment in his case,
which concludes that Hollinger supported the papers owned by Horizon, instead of
competing with them, while setting out to avoid the scrutiny of the federal Competition
Bureau. This strategy benefited Horizon's operations while hurting those of Hollinger, says
the decision handed down in the Supreme Court of British Columbia.
"For me, it was always about getting what I knew out and wanting somebody to do
something with it," Mr. Winkler said in an interview yesterday.
The Commission responded to his letter the following day, essentially saying it saw no
reason to investigate, he said. "They blew me off."
Eric Pelletier, a spokesman at the OSC, said yesterday that the regulator did not pursue the
matter at that time because Mr. Winkler's allegations involved Horizon, a private company
that is not a reporting issuer in Ontario.
However, the matter also involved Hollinger Inc., a Canadian holding company controlled
by Lord Black and listed on the Toronto Stock Exchange. "I suppose whoever was looking at
the specifics of his request judged that what he was asking was about Horizon, and with it
not being a reporting issuer in Ontario, it was judged that no action was needed," Mr.
Pelletier said.
The allegations Mr. Winkler made in his wrongful dismissal suit and to the OSC are similar
to some of those now at the heart of regulatory probes in two countries as well as a series
of lawsuits involving the Hollinger group.
The Securities and Exchange Commission in the United States launched a formal
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investigation last November, shortly after Hollinger Inc.'s Chicago-based operating
subsidiary, Hollinger International Inc., disclosed that Lord Black and a handful of other
executives had collected more than $32-million (U.S.) in unauthorized "non-competition"
fees.
In Canada, the OSC revealed this week that it too has been investigating matters relating
to Lord Black's companies for some time. Mr. Pelletier said this week that the regulator
took the unusual step of announcing the probe because of concerns about the reputation of
the Canadian marketplace. "If people think that it is unregulated, that can have an
unhealthy impact on our market," he said.
The Canadian regulator has come under fire in recent months, with critics saying the
country suffers from inadequate enforcement and inconsistent investor protection.
Mr. Winkler is not alone in having complained to the OSC about Hollinger. Sources in the
investment community said other investors have approached the regulator in recent years,
asking it to look into fees paid by Hollinger Inc., a publicly-traded holding company based
in Toronto, to Lord Black's private companies.
Mr. Winkler said yesterday that he was furious when the OSC did not take action, and did
not pursue the matter until last November, shortly after Lord Black resigned as Hollinger
International Inc.'s chief executive officer amid allegations that he, Mr. Radler and others
received unauthorized payments. Mr. Radler stepped down as chief operating officer. Both
have denied any wrongdoing.
On Nov. 20, three days after Mr. Black and Mr. Radler resigned, Mr. Winkler sent a letter to
the SEC and the OSC, outlining the Hollinger Inc. deals with Horizon. The SEC responded
within days and two officials interviewed him for nearly two hours, he said.
An OSC official responded on Nov. 24 and said: "A preliminary review of your matter was
conducted upon receipt of your initial correspondence on January 5th, 2003, and staff
concluded there were no securities regulatory issues at that time for the OSC to address."
The e-mail went on to say that although OSC staff had not changed its position, his
correspondence had been forwarded to "the appropriate area of the Commission for their
information."
Three days later, a case assessment officer at the OSC contacted him.
"We simply had a chat and she indicated that they weren't launching an investigation as
such," Mr. Winkler said. "I was kind of surprised that all of a sudden now somebody [at the
OSC] is phoning me."
Mr. Pelletier said the initial response on Nov. 24 came from an official who would not have
been aware of inquiries already under way in the enforcement branch.
On Dec. 9, The Globe and Mail reported that Mr. Winkler had been interviewed by the SEC
and that he had provided the U.S. regulator with documents.
That afternoon, he received another call from an OSC official, asking for copies of the same
documents he had forwarded to the SEC.
Mr. Pelletier said the investigation is continuing. "We will be following up on a variety of
lines of inquiry."
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He said a team that includes staff from enforcement and corporate finance sections of the
commission is investigating the Hollinger matter.
Mr. Winkler said he feels some vindication that the OSC is finally investigating Hollinger.
But he wishes the commission had gotten involved sooner.
"My victory seems very hollow quite frankly."
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