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PART I
GENERAL

Interpretation and Application


1.  (1)  A word or expression in this Regulation that is defined or interpreted in the Securities Act has the same meaning as in the Securities Act unless the word or expression is otherwise defined or interpreted in the Labour Sponsored Venture Capital Corporations Act, 1992 or this Regulation.  O. Reg. 591/92, s. 1 (1).


(2)  In this Regulation,

“auditor’s report”, “generally accepted accounting principles” and “generally accepted auditing standards” mean the report, principles and standards, respectively, recommended in the Handbook of the Canadian Institute of Chartered Accountants, if a recommendation that is applicable in the circumstances has been made in the Handbook;

“continuous disclosure document” means a document filed by a specified employee ownership corporation under Part III, other than,


(a)
a document filed under subsection 22 (2) so long as the document remains filed on a confidential basis, and


(b)
a document filed under section 28;

“eligible business” means an eligible business as defined in Part II of the Act;

“material development”, with respect to a specified employee ownership corporation, means a change in the business, operations or capital of the corporation or the eligible business in which it has invested that would reasonably be expected to have a significant effect on the price or value of the prescribed shares of the corporation and includes a decision to implement such a change made by the board of directors of the corporation or by senior management of the corporation who believe that confirmation of the decision by the board of directors is probable;

“prescribed share” means a Class A share of a specified employee ownership corporation or any other share of a prescribed class of shares of a specified employee ownership corporation;

“promoter” means a promoter as defined in the Securities Act but excludes an eligible employee of an eligible business, a trade union and an association or federation of trade unions, in respect of his, her or its activities in assisting, directly or indirectly,


(a)
in the foundation, organization or substantial reorganization of a specified employee ownership corporation or the eligible business in which a specified employee ownership corporation proposes to invest or has invested, or


(b)
in the registration of a specified employee ownership corporation under the Act,

if such activities are incidental to his, her or its principal occupation.  O. Reg. 591/92, s. 1 (2).


(3)  For the purpose of paragraph (c) of the definition of “distribution” in subsection 1 (1) of the Securities Act, employees of an eligible business who hold prescribed shares of a specified employee ownership corporation that has invested or proposes to invest in the eligible business shall be deemed, collectively, not to be a person or combination of persons solely by reason of their relationship as employees or the existence of a collective agreement or other contract governing their employment with the eligible business.  O. Reg. 591/92, s. 1 (3).


2.  This Regulation does not apply in respect of a specified employee ownership corporation that is a reporting issuer.  O. Reg. 591/92, s. 2.

Financial Statements


3.  (1)  The financial statements permitted or required by this Regulation shall be prepared in accordance with this Regulation and generally accepted accounting principles.  O. Reg. 591/92, s. 3 (1).


(2)  Except as otherwise provided in this Regulation, each financial statement required by this Regulation shall include an auditor’s report on the statement.  O. Reg. 591/92, s. 3 (2).


(3)  An auditor’s report on a financial statement required by this Regulation shall be prepared in accordance with this Regulation and generally accepted auditing standards.  O. Reg. 591/92, s. 3 (3).


(4)  Despite anything in the Act or this Regulation, it is not necessary to state in a financial statement permitted or required by this Regulation any matter that in all the circumstances is of relative insignificance.  O. Reg. 591/92, s. 3 (4).

PART II
TRADING IN PRESCRIBED SHARES

Regulation of Distributions


4.  A specified employee ownership corporation shall file with the Director,


(a)
a copy of the disclosure document that the corporation proposes to deliver to eligible employees under clause 4 (4) (b) of the Act; and


(b)
a copy of the business, investment and human resources plans that the corporation proposes to file with the Minister under subsection 5 (2) of the Act.  O. Reg. 591/92, s. 4.


5.  (1)  Subject to subsection (2), the Director shall issue a receipt for a disclosure document filed under this Part.  O. Reg. 591/92, s. 5 (1).


(2)  The Director shall not issue a receipt for a disclosure document filed under this Part if,


(a)
it appears to the Director that the disclosure document or any other document required to be filed under this Part fails to comply in any substantial respect with a requirement of this Part;


(b)
it appears to the Director that the disclosure document contains a misrepresentation;


(c)
it appears to the Director that the information in the disclosure document does not fairly reflect the business plan filed with the Director under section 4;


(d)
it appears to the Director that the arrangements prescribed in this Part for depositing and holding in trust subscription money from a distribution of prescribed shares have not been complied with; or


(e)
the specified employee ownership corporation that filed the disclosure document has ceased to be a specified employee ownership corporation.  O. Reg. 591/92, s. 5 (2).


(3)  The Director shall not refuse to issue a receipt for a disclosure document under subsection (2) before giving the person who filed the disclosure document an opportunity to be heard.  O. Reg. 591/92, s. 5 (3).


(4)  The Director shall notify the Commission of the Director’s decision under subsection (2) not to issue a receipt for a disclosure document.  O. Reg. 591/92, s. 5 (4).


6.  No person shall, as principal or agent, sell or otherwise dispose of a prescribed share of a specified employee ownership corporation for valuable consideration or accept a subscription for a prescribed share of such corporation, if the sale, the disposition or the acceptance of the subscription, as the case may be, would be a distribution of the prescribed share, unless,


(a)
a disclosure document of the corporation has been filed with the Director; and


(b)
a receipt for the disclosure document has been issued by the Director within twelve months before the sale, the disposition or the acceptance of the subscription, as the case may be.  O. Reg. 591/92, s. 6.

Disclosure Documents


7.  (1)  A disclosure document of a specified employee ownership corporation shall,


(a)
disclose, in plain language, all material facts relating to the corporation, the eligible business in which the corporation has invested or proposes to invest and the prescribed shares to be distributed;


(b)
be in Form 1; and


(c)
comply with the requirements of the Act and this Regulation.  O. Reg. 591/92, s. 7 (1).


(2)  The fact that Form 1 requires disclosure of particular items does not qualify or limit the obligations under clauses (l) (a) and (c).  O. Reg. 591/92, s. 7 (2).


8.  A disclosure document of a specified employee ownership corporation shall contain a certificate in the form set out in Form 1, and the certificate shall be signed,


(a)
by,


(i)
each person who signs the proposal of the corporation under subsection 5 (5) of the Act and one director of the corporation duly authorized to sign the certificate on behalf of the board of directors, in the case of a disclosure document prepared in connection with the initial distribution of prescribed shares of the corporation, or


(ii)
one director of the corporation duly authorized to sign the certificate on behalf of the board of directors and one officer of the corporation, in the case of any other disclosure document;


(b)
by each selling security holder on whose behalf a distribution of prescribed shares of the corporation will be made under the disclosure document; and


(c)
by each promoter of the corporation.  O. Reg. 591/92, s. 8.


9.  (1)  If a solicitor, auditor, accountant, engineer, appraiser or other person whose profession gives authority to a statement made by the person is named in a disclosure document as having prepared or certified any part of the disclosure document or a report, valuation, other document or part thereof used in or in connection with the disclosure document, the written consent of the person to being so named and to such use of the report, valuation, other document or part thereof shall be filed with the Director when the disclosure document is filed.  O. Reg. 591/92, s. 9 (1).


(2)  The consent of an auditor or accountant required under subsection (1) shall,


(a)
state the date of the report, valuation, document or part thereof prepared or certified by the auditor or accountant;


(b)
state the dates of the financial statements or other information that the auditor or accountant referred to in preparing or certifying the report, valuation, document or part thereof; and


(c)
if the auditor or accountant prepared or certified a report on financial statements or other information, state that the auditor or accountant has read the disclosure document and has no reason to believe that there are any misrepresentations in the information contained in it that is derived from the financial statements or other information on which the auditor or accountant reported or that is within the knowledge of the auditor or accountant as a result of his or her audit of such financial statements or other information.  O. Reg. 591/92, s. 9 (2).


10.  (1)  A disclosure document of a specified employee ownership corporation shall disclose, for each person whose written consent is required under subsection 9 (1),


(a)
the person’s interests, if any, in property of and in securities of the corporation;


(b)
the person’s interests, if any, in property of and in securities of the eligible business in which the corporation proposes to invest or has invested;


(c)
the person’s interests, if any, in property of and in securities of each associate of the corporation;


(d)
the person’s interests, if any, in property of and in securities of each associate of the eligible business in which the corporation proposes to invest or has invested;


(e)
the person’s interests, if any, in property of and in securities of each affiliate of the corporation; and


(f)
the person’s interests, if any, in property of and in securities of each affiliate of the eligible business in which the corporation proposes to invest or has invested.  O. Reg. 591/92, s. 10 (1).


(2)  Subsection (1) applies whether the person’s interest,


(a)
is direct or indirect;


(b)
is legal or beneficial; or


(c)
has been received or is expected to be received.  O. Reg. 591/92, s. 10 (2).


(3)  If a person whose written consent is required under subsection 9 (1) is or is expected to be elected, appointed or employed as a director, officer or employee of,


(a)
the specified employee ownership corporation;


(b)
the eligible business in which the corporation proposes to invest or has invested; or


(c)
an associate or affiliate of the corporation or the eligible business,

the fact or expectation shall be disclosed in the corporation’s disclosure document.  O. Reg. 591/92, s. 10 (3).


11.  (1)  Subject to subsection (3), a disclosure document of a specified employee ownership corporation shall contain,


(a)
a balance sheet of the corporation as at the end of its most recently completed fiscal year;


(b)
a balance sheet of the corporation as at the end of the completed fiscal year, if any, immediately preceding the corporation’s most recently completed fiscal year;


(c)
an income statement, a statement of retained earnings and a statement of changes in financial position of the corporation for its most recently completed fiscal year;


(d)
an income statement, a statement of retained earnings and a statement of changes in financial position of the corporation for each of the four completed fiscal years, if any, immediately preceding the corporation’s most recently completed fiscal year; and


(e)
the financial statements and auditor’s reports pertaining to the eligible business in which the corporation has invested that were included in the proposal filed with the Minister under subsection 5 (2) of the Act.  O. Reg. 591/92, s. 11 (1).


(2)  If the end of the most recently completed fiscal year of a specified employee ownership corporation is more than ninety days before the date its disclosure document is filed with the Director, the disclosure document shall contain, in addition to the financial statements referred to in subsection (1),


(a)
a balance sheet of the corporation as at a date that is not more than ninety days before the date its disclosure document is filed with the Director; and


(b)
an income statement, a statement of retained earnings and a statement of changes in financial position of the corporation for the period for which the balance sheet referred to in clause (a) is made up and for the comparative period in the immediately preceding fiscal year of the corporation, if any.  O. Reg. 591/92, s. 11 (2).


(3)  A disclosure document of a specified employee ownership corporation that has not completed a fiscal year shall contain, instead of the financial statements referred to in subsection (1),


(a)
a balance sheet of the corporation as at a date that is not more than ninety days before the date its disclosure document is filed with the Director;


(b)
an income statement, a statement of retained earnings and a statement of changes in financial position of the corporation for the period for which the balance sheet referred to in clause (a) is made up; and


(c)
the financial statements and auditor’s reports pertaining to the eligible business in which the corporation has invested that were included in the proposal filed with the Minister under subsection 5 (2) of the Act.  O. Reg. 591/92, s. 11 (3).


(4)  This section does not apply to a disclosure document prepared in connection with the initial distribution of prescribed shares of a specified employee ownership corporation.  O. Reg. 591/92, s. 11 (4).


12.  (1)  A disclosure document prepared in connection with the initial distribution of prescribed shares of a specified employee ownership corporation shall contain,


(a)
a balance sheet of the corporation as at a date that is not more than ninety days before the date its disclosure document is filed with the Director;


(b)
a pro forma balance sheet as at the date of the balance sheet prepared under clause (a), combining the assets and liabilities of the eligible business in which the corporation proposes to invest with the assets and liabilities of the corporation as shown on the balance sheet prepared under clause (a); and


(c)
the financial statements and auditor’s reports pertaining to the eligible business in which the corporation proposes to invest that will be included in the proposal to be filed with the Minister under subsection 5 (2) of the Act.  O. Reg. 591/92, s. 12 (1).


(2)  An auditor’s report prepared in connection with the pro forma balance sheet required under clause (1) (b) may be a compilation report.  O. Reg. 591/92, s. 12 (2).


13.  A disclosure document of a specified employee ownership corporation may contain any other financial information that the proposal filed or to be filed with the Minister under subsection 5 (2) of the Act contains or will contain.  O. Reg. 591/92, s. 13.


14.  If an annual or interim financial statement of a specified employee ownership corporation is placed before the corporation’s board of directors for approval after the corporation’s disclosure document is filed with the Director but before a receipt for the disclosure document is issued by the Director, the corporation shall, after the financial statement is approved by the board of directors but before a receipt for the disclosure document is issued by the Director,


(a)
amend the disclosure document by including the financial statement in it; and


(b)
file the amended disclosure document with the Director.  O. Reg. 591/92, s. 14.


15.  A financial statement of a specified employee ownership corporation that is included in a disclosure document need not be reported on by an auditor if,


(a)
the financial statement relates to a part of the corporation’s fiscal year which,


(i)
immediately follows a completed fiscal year, and


(ii)
ends not more than ninety days before the date of the receipt issued by the Director for the disclosure document; and


(b)
the disclosure document includes a balance sheet of the corporation as at the end of its most recently completed fiscal year.  O. Reg. 591/92, s. 15.


16.  (1)  Every financial statement of a specified employee ownership corporation that is required under this Part to be contained in a disclosure document shall be approved by the board of directors of the corporation, and the approval shall be evidenced by the manual signatures of two directors duly authorized to signify the approval.  O. Reg. 591/92, s. 16 (1).


(2)  If the board of directors of a specified employee ownership corporation has an audit committee, every financial statement of the corporation that is required under this Part to be contained in a disclosure document shall be submitted to the audit committee for review before the financial statement is submitted to the board of directors for approval.  O. Reg. 591/92, s. 16 (2).

Prohibited Actions


17.  No person, with the intention of effecting a trade of a prescribed share of a specified employee ownership corporation shall,


(a)
participate in an act, advertisement, solicitation, conduct or negotiation that,


(i)
distorts or provides information that conflicts with the information contained in the disclosure document of the corporation,


(ii)
is a misrepresentation,


(iii)
is false, misleading or deceptive,


(iv)
could reasonably be regarded as constituting high pressure sales tactics, having regard to the likely consequences for the eligible business in which the corporation proposes to invest or has invested if the offering contemplated by the disclosure document of the corporation is not completed,


(v)
includes any form of representation, undertaking, forecast or prediction (other than a representation, undertaking, forecast or prediction made in the disclosure document of the corporation) about,


(A)
the potential success of the offering contemplated by the disclosure document,


(B)
the future performance or prospects of the corporation, the eligible business in which the corporation has invested or proposes to invest or the industry in which the corporation or the eligible business operates, or


(C)
the future value or price of the prescribed shares being offered for sale,


(vi)
forms part of a sales campaign that could reasonably be regarded as sensational,


(vii)
places undue emphasis on income tax implications of investing in prescribed shares,


(viii)
uses any form of the words “liquid”, “preferred”, “guaranteed” or “indemnity” in a way that is misleading,


(ix)
refers to a result that is dependent on a contingency without referring to the contingency, or


(x)
includes an extravagant claim or statement;


(b)
except in respect of the redemption feature of the prescribed share, make a representation, written or oral, that a person will resell, repurchase or refund the whole or a part of the purchase price of the prescribed share;


(c)
make a representation, written or oral, that the prescribed shares will be listed on a stock exchange; or


(d)
make a representation, written or oral, that the Minister, the Employee Ownership Advisory Board, the Director, the Commission or any other person has passed upon,


(i)
the merits of the prescribed share, or


(ii)
the financial standing, fitness or conduct of the person effecting the trade, the specified employee ownership corporation or the eligible business in which the corporation has invested or proposes to invest.  O. Reg. 591/92, s. 17.

Trust Arrangements


18.  (1)  A specified employee ownership corporation shall deposit with a financial institution all subscription money received by the corporation on a distribution of prescribed shares and shall enter into a trust agreement with the financial institution concerning the money so deposited.  O. Reg. 591/92, s. 18 (1).


(2)  The trust agreement required under subsection (1) shall stipulate,


(a)
the maximum period of time that the subscription money may remain on deposit with the financial institution;


(b)
that the specified employee ownership corporation shall provide to the financial institution in writing,


(i)
the name of each subscriber on whose behalf subscription money is deposited with the institution, and


(ii)
the amount of the subscription money deposited with the institution on behalf of the subscriber;


(c)
that the financial institution shall hold the deposited subscription money in trust;


(d)
that the financial institution shall not release to the specified employee ownership corporation the subscription money that relates to a particular purchase of prescribed shares before the day on which that purchase closes;


(e)
that the financial institution shall not release any subscription money to the specified employee ownership corporation before the day on which the corporation makes the eligible investment for which the subscription money was raised, as described in the business plan contained in the proposal filed by the corporation with the Minister under subsection 5 (2) of the Act;


(f)
that at the end of the period referred to in clause (a), the specified employee ownership corporation shall notify the financial institution,


(i)
whether any of the conditions for the release of deposited subscription money to the corporation, as stipulated in the trust agreement, has not been fulfilled, and


(ii)
whether any of such conditions that may be waived has been waived; and


(g)
that the financial institution shall return to a subscriber the subscription money that was deposited with the institution on behalf of that subscriber, immediately on being notified by the specified employee ownership corporation under clause (f) that a condition for the release of the money to the corporation was not fulfilled or waived.  O. Reg. 591/92, s. 18 (2).

Trade Confirmation


19.  (1)  When a distribution of one or more prescribed shares is made to a purchaser, a confirmation of purchase shall promptly be sent by prepaid mail or delivered to the purchaser,


(a)
by the person who acted as agent for the seller in connection with the distribution; or


(b)
if no person acted as agent for the seller in connection with the distribution, by the principal selling the prescribed shares to the purchaser.  O. Reg. 591/92, s. 19 (1).


(2)  A confirmation of purchase required under subsection (1) shall contain a copy of the most recent valuation, if any, relating to the prescribed shares purchased and shall set out,


(a)
a description of the prescribed shares purchased;


(b)
the quantity of prescribed shares purchased;


(c)
the consideration paid or payable by the purchaser for the prescribed shares purchased;


(d)
the name of the principal selling the prescribed shares purchased and, if the shares were sold through an agent, the name of the agent; and


(e)
the commission, if any, charged in respect of the purchase.  O. Reg. 591/92, s. 19 (2).

Independent Advisers


20.  In order to qualify as an independent adviser for the purpose of clause 4 (4) (c) of the Act, a person shall,


(a)
have sufficient experience, demonstrated ability and education to provide the advice required under clause 4 (4) (c) of the Act, as determined by the Minister of Industry, Trade and Technology; and


(b)
be independent from,


(i)
the corporation that intends to apply for registration as an employee ownership labour sponsored venture capital corporation,


(ii)
the eligible business in which the proposed applicant corporation intends to invest,


(iii)
the respective associates of the proposed applicant corporation and the eligible business in which it intends to invest, and


(iv)
the respective affiliates of the proposed applicant corporation and the eligible business in which it intends to invest,

as determined by the proposed applicant corporation.  O. Reg. 591/92, s. 20.

PART III
CONTINUOUS DISCLOSURE

Prohibited Trading and Tipping


21.  (1)  Subsection 1 (9) of the Act shall not apply to deem a prescribed share not to be a security for the purposes of section 76 of the Securities Act.  O. Reg. 591/92, s. 21 (1).


(2)  A specified employee ownership corporation shall be deemed to be a reporting issuer for the purposes of section 76 of the Securities Act.  O. Reg. 591/92, s. 21 (2).


(3)  In applying section 76 of the Securities Act to a specified employee ownership corporation that is deemed under subsection (2) to be a reporting issuer, the term “material change”, wherever it appears in section 76, shall be deemed to include a material development.  O. Reg. 591/92, s. 21 (3).

Disclosure of Material Developments


22.  (1)  Subject to subsection (2), if a material development occurs in the affairs of a specified employee ownership corporation, the corporation shall,


(a)
immediately issue and file with the Commission a press release authorized and certified by a senior officer of the corporation disclosing the nature and substance of the development; and


(b)
file with the Commission as soon as practicable and in any event within ten days after the material development occurs, a report of the material development in Form 2.  O. Reg. 591/92, s. 22 (1).


(2)  A specified employee ownership corporation may, instead of complying with clause (l) (a), file the report required under clause (l) (b) with the Commission on a confidential basis, if,


(a)
in the opinion of the corporation, the disclosure required by subsection (1) would be unduly detrimental to its interests; or


(b)
the material development consists of a decision by senior management of the corporation to implement a change, and senior management,


(i)
believe that confirmation of their decision by the board of directors is probable, and


(ii)
have no reason to believe that persons with knowledge of the material development have made use of such knowledge in purchasing or selling securities of the corporation.  O. Reg. 591/92, s. 22 (2).


(3)  When a specified employee ownership corporation files a report required under subsection (1) on a confidential basis in reliance on subsection (2), the corporation shall simultaneously file with the Commission the reasons for filing the report on a confidential basis.  O. Reg. 591/92, s. 22 (3).


(4)  Subject to subsection (5), a report required under subsection (1) shall be filed with the Commission in an envelope marked “Continuous Disclosure — LSVCC”.  O. Reg. 591/92, s. 22 (4).


(5)  A report required under subsection (1) that is filed on a confidential basis in reliance on subsection (2) shall be marked “Confidential” and shall be filed with the Commission in an envelope marked “Confidential Continuous Disclosure — LSVCC”.  O. Reg. 591/92, s. 22 (5).


(6)  If a specified employee ownership corporation files a report required under subsection (1) on a confidential basis in reliance on subsection (2) and if the corporation believes that the report should continue to remain confidential, the corporation shall so advise the Commission in writing within ten days after the report is filed and every ten days thereafter,


(a)
until the material development is disclosed in the manner referred to in clause (l) (a); or


(b)
if the material development consists of a decision of the type referred to in clause (2) (b), until that decision has been rejected by the board of directors of the corporation.  O. Reg. 591/92, s. 22 (6).


(7)  If a specified employee ownership corporation files a report required under subsection (1) on a confidential basis in reliance on subsection (2), no person shall distribute prescribed shares of the corporation,


(a)
until the material development is disclosed in the manner referred to in clause (l) (a); or


(b)
if the material development consists of a decision of the type referred to in clause (2) (b), until that decision has been rejected by the board of directors of the corporation.  O. Reg. 591/92, s. 22 (7).


(8)  At the request of a person proposing to distribute prescribed shares of a specified employee ownership corporation, the corporation, if it is satisfied that the trade of prescribed shares by the person would be a distribution, shall inform the person in writing on a confidential basis whether a report referred to in clause (1) (b) has been filed with the Commission on a confidential basis in reliance on subsection (2) and whether the report remains filed on a confidential basis.  O. Reg. 591/92, s. 22 (8).

Financial Disclosure


23.  (1)  Subject to subsections (2) and (3), a specified employee ownership corporation shall file with the Commission, for each fiscal year of the corporation, an interim financial statement for each of the following periods:


1.
The period, if any, commencing at the beginning of the fiscal year and ending nine months before the end of the fiscal year.


2.
The period, if any, commencing at the beginning of the fiscal year and ending six months before the end of the fiscal year.


3.
The period, if any, commencing at the beginning of the fiscal year and ending three months before the end of the fiscal year.  O. Reg. 591/92, s. 23 (1).


(2)  A specified employee ownership corporation shall file an interim financial statement for a period referred to in subsection (1) only if the corporation is a specified employee ownership corporation at some point during that period.  O. Reg. 591/92, s. 23 (2).


(3)  No interim financial statement need be filed under subsection (1) for a period of less than three months.  O. Reg. 591/92, s. 23 (3).


(4)  Each interim financial statement required to be filed under subsection (1) shall be filed with the Commission within sixty days after the end of the period for which it is required to be made.  O. Reg. 591/92, s. 23 (4).


(5)  When a specified employee ownership corporation files an interim financial statement for a period referred to in subsection (1), the corporation shall simultaneously file with the Commission a comparative interim financial statement for the corresponding period in the immediately preceding fiscal year of the corporation, if any.  O. Reg. 591/92, s. 23 (5).


24.  An interim financial statement required to be filed under section 23,


(a)
shall include a statement of changes in financial position and an income statement;


(b)
need not include an auditor’s report;


(c)
may include, in addition to the information for the required period, financial information for the three-month period immediately preceding the date to which the financial statement is made; and


(d)
may include, if the additional information referred to in clause (c) is included, comparative financial information for the corresponding three-month period in the immediately preceding fiscal year, if any.  O. Reg. 591/92, s. 24.


25.  (1)  A specified employee ownership corporation shall file with the Commission, within 140 days after the end of each fiscal year of the corporation, comparative financial statements which shall relate separately to,


(a)
the most recently completed fiscal year of the corporation; and


(b)
the fiscal year of the corporation, if any, immediately preceding its most recently completed fiscal year.  O. Reg. 591/92, s. 25 (1).


(2)  A financial statement required to be filed under this section shall include an income statement, a statement of retained earnings, a statement of changes in financial position and a balance sheet, each prepared for or as at the end of the required period, as applicable.  O. Reg. 591/92, s. 25 (2).


(3)  A financial statement required to be filed under this section shall be approved by the board of directors of the specified employee ownership corporation, and the approval shall be evidenced by the manual or facsimile signatures of two directors duly authorized to signify the approval.  O. Reg. 591/92, s. 25 (3).


26.  When a specified employee ownership corporation files a financial statement under section 23 or 25, the corporation shall send the financial statement to each holder of a prescribed share of the corporation.  O. Reg. 591/92, s. 26.


27.  When a specified employee ownership corporation provides to its shareholders a quarterly or annual share valuation in accordance with its undertaking under clause 6 (1) (h) of the Act, the corporation shall file with the Commission two copies of the valuation and two copies of each report prepared by or for the corporation about the valuation.  O. Reg. 591/92, s. 27.

Other Disclosure


28.  (1)  When a specified employee ownership corporation sends material to its security holders, the corporation shall file two copies of the material with the Commission.  O. Reg. 591/92, s. 28 (1).


(2)  A specified employee ownership corporation shall file with the Commission two copies of all material that,


(a)
is filed by the corporation with an agency or ministry of the Ontario government or of a government of a jurisdiction other than Ontario, in connection with the securities or corporation law of Ontario or the other jurisdiction;


(b)
is not specifically required to be filed in Ontario or the other jurisdiction by the terms of any statute, regulation or similar instrument;


(c)
is filed in Ontario or the other jurisdiction on the basis that it is relevant to investors; and


(d)
has not already been filed with the Commission in the same or a different form.  O. Reg. 591/92, s. 28 (2).


(3)  The specified employee ownership corporation shall file the copies required to be filed with the Commission under subsection (2) when it files the original material with the agency or ministry referred to in clause (2) (a).  O. Reg. 591/92, s. 28 (3).


(4)  If the material referred to in subsection (2) is filed with the agency or ministry referred to in clause (2) (a) on a confidential basis, the Commission shall keep the copies filed with it under subsection (2) confidential, so long as the material remains filed on a confidential basis with the agency or ministry.  O. Reg. 591/92, s. 28 (4).


(5)  All material filed with the Commission under this section shall be filed in an envelope marked “Disclosure — LSVCC”.  O. Reg. 591/92, s. 28 (5).

Incorporation of Continuous Disclosure Documents into Disclosure Documents


29.  (1)  If a continuous disclosure document is filed by a specified employee ownership corporation after the date of the receipt for the most recently filed disclosure document of the corporation, the continuous disclosure document shall be deemed to be contained in the disclosure document as of the date on which the continuous disclosure document is filed, and the corporation shall amend the disclosure document by attaching to it,


(a)
a list of the continuous disclosure documents filed after the date of the receipt for the disclosure document;


(b)
copies of such continuous disclosure documents; and


(c)
a statement that all such continuous disclosure documents are attached to the disclosure document and are deemed to be contained in the disclosure document.  O. Reg. 591/92, s. 29 (1).


(2)  If a disclosure document is amended in accordance with subsection (1), the specified employee ownership corporation or selling security holder on whose behalf a distribution of prescribed shares is made under the disclosure document shall send the amended disclosure document by prepaid mail to each purchaser of a prescribed share whose purchase was not completed before the amendment of the disclosure document.  O. Reg. 591/92, s. 29 (2).


30.  (1)  If there is a conflict between information in a disclosure document or in a continuous disclosure document deemed to be contained in the disclosure document and information in a subsequently filed continuous disclosure document, the information in the subsequently filed continuous disclosure document shall be deemed to modify or supersede the earlier conflicting information.  O. Reg. 591/92, s. 30 (1).


(2)  Subsection (1) applies whether or not the subsequently filed continuous disclosure document,


(a)
states that it modifies or supersedes earlier conflicting information; or


(b)
refers to the earlier conflicting information or the document containing that information.  O. Reg. 591/92, s. 30 (2).


(3)  If earlier information is deemed to be modified or superseded by information in a subsequently filed continuous disclosure document under subsection (1), the earlier information in its unmodified or unsuperseded form shall be deemed not to be contained in the disclosure document.  O. Reg. 591/92, s. 30 (3).


(4)  The filing of a continuous disclosure document containing information that conflicts with information in a previously filed disclosure document or continuous disclosure document is not an admission that the earlier conflicting information, when provided, was a misrepresentation.  O. Reg. 591/92, s. 30 (4).

PART IV
INSIDER TRADING AND REPORTING


31.  In this Part,

“insider”, of a specified employee ownership corporation, means,


(a)
the specified employee ownership corporation,


(b)
an affiliate of the specified employee ownership corporation,


(c)
a person who,


(i)
beneficially owns, directly or indirectly,


(ii)
exercises control or direction over, or


(iii)
has a combination of beneficial ownership of and control or direction over,

shares of a specified employee ownership corporation carrying more than 10 per cent of the voting rights attached to all voting securities of the corporation for the time being outstanding;


(d)
a director or officer of the specified employee ownership corporation, and


(e)
a director or officer of a person that is itself an insider of the specified employee ownership corporation.  O. Reg. 591/92, s. 31.


32.  (1)  A person who becomes an insider of a specified employee ownership corporation shall, within ten days after the end of the month in which the person becomes an insider, file a report with the Commission disclosing, as at the day the person becomes an insider of the corporation,


(a)
the person’s beneficial ownership, direct or indirect, of shares of the corporation; and


(b)
the person’s control or direction over shares of the corporation.  O. Reg. 591/92, s. 32 (1).


(2)  Subsection (3) applies to a person,


(a)
who has filed or is required to file a report under this section;


(b)
whose direct or indirect beneficial ownership of or control or direction over shares of the specified employee ownership corporation changes from that disclosed or required to be disclosed in the most recent report filed or required to be filed by the person under this section; and


(c)
who is an insider of the specified employee ownership corporation at any time during a month in which such change takes place.  O. Reg. 591/92, s. 32 (2).


(3)  A person referred to in subsection (2) shall, within ten days after the end of a month in which a change referred to in clause (2) (b) takes place, file a report with the Commission disclosing,


(a)
the change together with the details of each transaction causing the change;


(b)
the person’s beneficial ownership, direct or indirect, of shares of the specified employee ownership corporation as at the end of the month in which the change takes place; and


(c)
the person’s control or direction over shares of the specified employee ownership corporation as at the end of the month in which the change takes place.  O. Reg. 591/92, s. 32 (3).


(4)  The reports required to be filed under subsections (1) and (3) shall be in Form 36 under Regulation 1015 of the Revised Regulations of Ontario, 1990 made under the Securities Act and shall be marked “Insider Reporting — LSVCC”.  O. Reg. 591/92, s. 32 (4).


(5)  A person who becomes an insider of a specified employee ownership corporation is exempt from the requirement of filing a report under subsection (1) if,


(a)
the transaction as a result of which the person becomes an insider is a transaction referred to in subsection (7); and


(b)
an officer of the corporation has filed with the Commission a notice disclosing that the person has become an insider of the corporation and describing the transaction as a result of which the person has become an insider.  O. Reg. 591/92, s. 32 (5).


(6)  A person referred to in subsection (2) is exempt from the requirement of filing a report under subsection (3) if,


(a)
the transaction causing the change is a transaction referred to in subsection (7); and


(b)
an officer of the corporation has filed with the Commission a notice disclosing the change and describing the transaction causing the change.  O. Reg. 591/92, s. 32 (6).


(7)  For the purposes of clauses (5) (a) and (6) (a), the transactions are the following:


1.
A stock dividend, including a distribution through a stock dividend plan.


2.
A stock split.


3.
A consolidation.


4.
An amalgamation, reorganization or other similar corporate event.


5.
An acquisition of shares of a specified employee ownership corporation through a share purchase plan or other plan available to holders of shares.  O. Reg. 591/92, s. 32 (7).

PART V
PROXIES AND PROXY SOLICITATION


33.  (1)  Subsection 1 (9) of the Act does not apply so as to deem a prescribed share not to be a security for the purposes of Part XIX of the Securities Act.  O. Reg. 591/92, s. 33 (1).


(2)  A specified employee ownership corporation shall be deemed to be a reporting issuer for the purposes of Part XIX of the Securities Act.  O. Reg. 591/92, s. 33 (2).

PART VI
TAKE-OVER BIDS AND ISSUER BIDS


34.  (1)  Subsection 1 (9) of the Act does not apply so as to deem a prescribed share not to be a security for the purposes of Part XX and sections 131 and 133 of the Securities Act.  O. Reg. 591/92, s. 34 (1).


(2)  A specified employee ownership corporation shall be deemed to be a reporting issuer for the purposes of Part XX of the Securities Act.  O. Reg. 591/92, s. 34 (2).


(3)  Subsections (1) and (2) do not apply if the take over bid or issuer bid is an action referred to in subclause 26 (1) (c) (ii) of the Act.  O. Reg. 591/92, s. 34 (3).


(4)  Despite subsection 91 (1) of the Securities Act, for the purpose of Part XX of the Securities Act, employees of an eligible business who acquire, offer to acquire or exercise control or direction over prescribed shares of a specified employee ownership corporation that has invested or proposes to invest in the eligible business shall be deemed not to be a group of persons acting jointly or in concert solely by reason of their relationship as employees, their ownership of prescribed shares or the existence of a collective agreement or other contract governing their employment with the eligible business.  O. Reg. 591/92, s. 34 (4).

PART VII
EXEMPTION


35.  The Commission may exempt any person or class of persons or any class of shares from this Regulation, in whole or in part, with or without conditions, if the Minister of Revenue determines that the person, class of persons or class of shares complies with the intent of the Act.  O. Reg. 591/92, s. 35.
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(5) Provide the information required under paragraph (6) for,

(a)

(b)

(c)

d)

each director, each senior officer and each proposed nominee
for election as a director, of the specified employee ownership
corporation;

each director, each senior officer and each proposed nominee
for election as a director, of the eligible business;

each associate and each affiliate of each person referred to in
clause (a); and

each associate and each affiliate of each person referred to in
clause (b).

(6) For the purpose of paragraph (5), the required information is:

L.

2,

1.

The largest aggregate amount of indebtedness, if any, of the
person referred to in paragraph (5) to the specified employee
ownership corporation outstanding at any time during the most
recently completed fiscal year of the corporation.

The largest aggregate amount of indebtedness, if any, of the
person referred to in paragraph (5) to the eligible business
outstanding at any time during the most recently completed
fiscal year of the eligible business.

The current outstanding amount of the indebtedness, if any, of
the person referred to in paragraph (5) to the specified
employee ownership corporation.

The current outstanding amount of the indebtedness, if any, of
the person referred to in paragraph (5) to the eligible business.

The nature of the indebtedness, if any, of the person referred to
in paragraph (5) to the specified employee ownership corpora-
tion or the eligible business, as the case may be, incurred since
the beginning of the most recently completed fiscal year of the
corporation or the eligible business, as the case may be.

The transaction in which the indebtedness referred to in
subparagraph 5 was incurred.

The rate of interest charged on the indebtedness referred to in
subparagraph 5.

ITEM 15 Conflicts of Interest Between Certain Persons and the

Specified Employee Ownership Corporation:

(1) Provide a brief description (including, where practicable, the
approximate amount) of the material interest, direct or indirect, if
any, of each person referred to in paragraph (2),

(@

(b

in each transaction that occurred within three years before the
date on which the disclosure document s filed with the Director
and that materially affected the specified employee ownership
corporation or the eligible business; and

in each proposed transaction that will materially affect the
specified employee ownership corporation or the eligible
business.

(2) For the purpose of paragraph (1), the persons whose material
interest must be disclosed are:

L.

Each director and each senior officer of the specified employee
ownership corporation.

Each director and each senior officer of the eligible business.

- Each principal holder of securities of the specified employee

ownership corporation, being a person who holds, directly or
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(a) the specified employee ownership corporation, or the security
holder, on whose behalf the distribution is made;

(b) every person who was a director of the specified employee
ownership corporation at the time the disclosure document was
filed with the Director;

(c) every person whose consent has been filed with the Minister or
the Commission in compliance with the regulations, but only
with respect to any report, opinion or statement made by the
person; and

(d) any other person who signed the disclosure document.

(4) The action for damages may not be commenced later than the
earlier of,

(a) 180 days after the purchaser first had knowledge of the facts
giving rise to the cause of action; or

(b) three years after the date of the transaction giving rise to the
cause of action.

(5) If the purchaser purchased the share from the specified employee
ownership corporation or the security holder on whose behalf the
distribution was made, the purchaser may elect to rescind the
purchase of the share, in which case the purchaser shall have no
right of action for damages against such person.

(6) The action to rescind the purchase of the share may not be com-
menced later than 180 days after the date of the transaction that
gave rise to the cause of action.

(7) There are limitations and restrictions on the application of section
40 of the Act and on the liability that may be imposed under section
40 of the Act.

ITEM 22 Incorporation of Continuous Disclosure Documents:

If a continuous disclosure document is filed by the specified employee
ownership corporation after the date of the receipt for this disclosure
document, attach to this disclosure document,

(a) alistof the continuous disclosure documents filed after the date
of the receipt for the disclosure document;

(b) copies of such continuous disclosure documents; and

(c) astatement that all of such continuous disclosure documents are
attached to the disclosure document and are deemed to be
contained in the disclosure document.

ITEM 23  Certificate:
Include a certificate in the following form:

*“The disclosure document, as it may be supplemented from time to time
by continuous disclosure documents deemed to be contained in the
disclosure document, does not and will not contain any statement that is
false or misleading in respect of any material fact, or that omits to state
any material fact the omission of which makes the statement false or
misleading, and does not and will not contain any misrepresentation
likely to affect the value of the securities to be distributed.”

This certificate is required to be signed,
(a) by,

(i) each person who signs the proposal of the specified
employee ownership corporation under subsection 5 (5)
of the Labour Sponsored Venture Capital Corporations
Act, 1992 and one director of the corporation duly
authorized to sign the certificate on behalf of the board
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NOTE:

ITEM 1.

ITEM 2.

ITEM 3.

ITEM 4.

ITEM S.

ITEM 6.

This report may be submitted in the form of a letter or
other document so long as the substantive requirements of
this Form are complied with.

IF THIS REPORT IS FILED ON A CONFIDENTIAL
BASIS, PUT AT THE BEGINNING OF THE REPORT
IN BLOCK CAPITALS *‘CONFIDENTIAL’.

Specified Employee Ownership Corporation

State the full name and address of the principal office of
the specified employee ownership corporation. :

Date of Material Development
State the date of the material development.
Summary of Material Development

Provide a brief but accurate summary of the nature and
substance of the material development.

Full Description of Material Development

Supplement the summary required under Item 3 with
disclosure which should be sufficiently complete to enable
a reader to appreciate the significance of the material
development without reference to other material. Manage-
ment is in the best position to determine what facts are
significant and must disclose those facts in a meaningful
manner.

The description of the significant facts relating to the
material development will, therefore, include some or all
of the following: dates; parties; terms and conditions;
description of the assets, liabilities and capital affected;
purpose; financial or dollar values; reasons for the devel-
opment; and a general comment on the probable impact on
the specified employee ownership corporation and its
subsidiaries. Specific financial forecasts would not norm-
ally be required to comply with this Form.

The above list merely describes examples of some of the
facts which may be significant. The list is not intended to
be exhaustive of the information required in any particular
situation,

Reliance on subsection 22 (2) of Ontario Regulation
591192

If this report is being filed on a confidential basis in
reliance on subsection 22 (2) of Ontario Regulation
591/92, state the reasons for doing so.

INSTRUCTION:

Refer to subsections 22 (6), (7) and (8) of Ontario Regula-
tion 591/92 for obligations and prohibitions relating to
reports filed in reliance on subsection 22 (2).

Senior Officers

To facilitate any necessary follow-up by the Commission,
give the name and business telephone number of,

(a)  a senior officer of the specified employee owner-
ship corporation who is knowledgeable about the
material development and this report; or
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A statement as follows shall be in bold print:

This document is the disclosure document relating to the securities being
offered for sale and it replaces and supersedes all prior disclosure
documents.

Additional information relating to the securities being offered for sale
under this disclosure document may be contained in other documents
filed with the Ontario Securities Commission. Some of these documents
may be deemed to be part of this disclosure document as of the time they
were filed. Any such documents that are deemed to be part of this
disclosure document are identified in and attached to this disclosure
document.

ITEM 1 LSVCC Offering:

One of the following two statements, as appropriate, shall be in bold
print:

The corporation proposing to issue securities under this offering will be
applying for registration under the Labour Sponsored Venture Capital
Corporations Act, 1992 in respect of [state name of eligible business],
provided that the application for registration of the corporation and the
proposed investment by the corporation in [state name of eligible
business] are supported by the eligible employees of {state name of
eligible business] in a vote to be conducted by the Ontario Labour

Relations Board on orabout ............................ Under the
Labour Sponsored Venture Capital Corporations Act, 1992, eligible
employees are to be provided with advice from an independent adviser
before the vote.

or

The corporation is registered under the Labour Sponsored Venture
Capital Corporations Act, 1992 in respect of [state name of eligible
business] and is not in default of any material requirement of that Act.

ITEM2 Non-review by Regulatory Authorities:
A statement as follows shall be in bold print;

No securities commission or other securities regulatory authority in
Canada has in any way passed on the merits of the securities offered
under this disclosure document and any representation to the contrary is
an offence. Neither the Ontario Securities Commission, the Employee
Ownership Advisory Board under the Labour Sponsored Venture
Capital Corporations Act, 1992 nor any other department or agency of
the Government of Ontario assumes any liability or obligation to any
person proposing to purchase the securities offered under this disclosure
document.
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[image: image1.png](b)  an officer of the specified employee ownership
corporation through whom the Commission may
contact a senior officer of the corporation who is
knowledgeable about the material development and
this report.

ITEM 7. Statement of Senior Officer

Include a statement in the following form signed by a
senior officer of the specified employee ownership cor-
poration:

““This report accurately discloses the material development
to which it refers.””

State the date and place of making the statement.

IT IS AN OFFENCE FOR A PERSON TO MAKE, OR ASSIST IN
MAKING, A STATEMENT IN THIS REPORT THAT, AT THE TIME
AND IN LIGHT OF THE CIRCUMSTANCES UNDER WHICHITIS.
MADE, IS FALSE OR MISLEADING IN RESPECT OF ANY
MATERIAL FACT, OR THAT OMITS TO STATE ANY MATERIAL
FACT THE OMISSION OF WHICH MAKES THE STATEMENT
FALSE OR MISLEADING.
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[image: image1.png]of directors, in the case of a disclosure document
prepared in connection with the initial distribution of
prescribed shares of the corporation, or

(ii) one director of the corporation duly authorized to sign
the certificate on behalf of the board of directors and one
officer of the corporation, in the case of any other
disclosure document;

(b) by each selling security holder on whose behalf a distribution
of prescribed shares will be made under the disclosure docu-
ment; and

(c) byeachpromoter of the specified employee ownership corpora-
tion.

ITEM 24 Date:

Date the disclosure document. The date of the disclosure document must
be the date on which the certificate under Item 23 is signed.

INSTRUCTIONS:

(1) The body of a printed disclosure document shall be in roman type
at least as large as 10-point modern type, except that, to the extent
necessary for convenient presentation, financial statements and
other statistical or tabular data and the notes thereto may be in
roman type at least as large as 8-point modern type.

(2) The type in a printed disclosure document shall be leaded at least 2
points.

(3) Unless the Director determines that to permit the inclusion of
specific graphs, photographs or maps would be misleading or
detract from the readability of the disclosure document, the
disclosure document may contain,

(a) graphs that are relevant to matters dealt with in the text of the
disclosure document;

(b) photographs, if they include only the product of the eligible
business; and

(c) maps for the purpose of indicating the locations of property or
operations, present or proposed, of the eligible business.

(4) The information contained in a disclosure document shall be
presented in narrative form.

(5) The information contained in a disclosure document need not
follow the order of the items contained in this Form and may be
expressed in a condensed or summarized manner if doing so does
not obscure any of the required information or any information
necessary to keep the required information from being incomplete
or misleading.

(6) All information contained in a disclosure document shall be set out
under appropriate headings or captions reasonably indicative of the
principal subject-matter set out under the heading or caption.

(7) A disclosure document shall contain a reasonably detailed table of
contents.

(8) Information required by more than one applicable item of a
disclosure document form need not be repeated.

IT IS AN OFFENCE UNDER THE LABOUR SPONSORED VENTURE
CAPITAL CORPORATIONS ACT, 1992 FOR A PERSON TO MAKE,
OR ASSIST IN MAKING, A STATEMENT IN THIS DISCLOSURE
DOCUMENT THAT, AT THE TIME AND IN LIGHT OF THE
CIRCUMSTANCES UNDER WHICH IT IS MADE, IS FALSE OR
MISLEADING IN RESPECT OF ANY MATERIAL FACT, ORTHAT
OMITS TO STATE ANY MATERIAL FACT THE OMISSION OF
WHICH MAKES THE STATEMENT FALSE OR MISLEADING.
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[image: image1.png]indirectly, more than 10 per cent of any class of voting securi-
ties of the specified employee ownership corporation.

4. Each principal holder of securities of the eligible business,
being a person who holds, directly or indirectly, more than 10
per cent of any class of voting securities of the eligible busi-
ness.

5. Each associate and each affiliate of each person referred to in
subparagraph 1.

6. Each associate and each affiliate of each person referred to in
subparagraph 2.

7. Each associate and each affiliate of each person referred to in
subparagraph 3.

8. Each associate and each affiliate of each person referred to in
subparagraph 4.

ITEM 16 Income Tax Consequences:

Provide a summary of the significant income tax consequences of
purchasing the securities being offered under the disclosure document
for individuals who are resident in Ontario. Include a statement in bold
print at the end of this item to the effect that prospective purchasers are
urged to consult with their professional advisers regarding the tax
consequences applicable to them.

ITEM 17  Continuous Disclosure Obligations to Investors:

Describe the continuous disclosure obligations of the specified employee
ownership corporation under the Labour Sponsored Venture Capital
Corporations Act, 1992 and describe any additional disclosure the
corporation proposes to make.

ITEM 18 Management Discussion and Analysis of Operating
Results:

Explain, to the extent reasonably practicable, the substantial variations,
if any, both favourable and adverse, in the operating results of the
specified employee ownership corporation over the past three years. For
the purpose of complying with this Item, fulfil the requirements of Part
III of Ontario Securities Commission Policy Statement 5.10 as if it
applies to the specified employee ownership corporation.

ITEM 19 Valuations:

Indicate the value, on a per share basis, of the prescribed shares of the
specified employee ownership corporation as at the end of each of the
eight immediately preceding quarters, as determined by means of the
valuations required under clause 6 (1) (h) of the Labour Sponsored
Venture Capital Corporations Act, 1992,

ITEM 20 Financial Statements:

Include the financial statements and financial information required by
the regulations. If desired, include the additional financial information
permitted by the regulations.

ITEM 21  Purchaser’s Statutory Rights:
Include the following statement:

Section 40 of the Labour Sponsored Venture Capital Corporations Act,
1992 provides, in effect, that:

(1) A purchaser of a share offered under a disclosure document who
suffers a loss due to a misrepresentation in the disclosure document
has a right of action for damages for the loss, if the share was
purchased during the prescribed period of distribution of such
shares and if the misrepresentation was a misrepresentation at the
time of purchase of the share.

(2) The purchaser will be deemed to have relied on the misrepresenta-
tion in purchasing the share.
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names of its principal security holders.

ITEM 4 Description of Securities:

Describe the securities to be distributed under the disclosure document,
including the offering price of the securities and the major attributes of
the securities such as eligibility for tax credit, redemption, retraction,
conversion, voting and similar matters. Disclose how the offering price
was or will be established, whether by negotiation, arbitrarily by the
specified employee ownership corporation or the selling security holder,
as the case may be, or otherwise.

ITEM S Number and Aggregate Dollar Amount of Securities to
be Distributed:

If the disclosure document is filed in connection with a distribution,
state, :

(a) the minimum number and minimum aggregate dollar amount of
securities to be distributed; and

(b) the maximum number and maximum aggregate dollar amount
of securities to be distributed.

If a minimum amount of funds is required to be raised by the offering,
disclose the consequences of failing to raise that amount, including the
return of all funds to the purchasers without any deduction or penalty.

ITEM 6 Registration:

Describe the material details of the registration process under the Labour
Sponsored Venture Capital Corporations Act, 1992 and the status of the
specified employee ownership corporation’s application for registration
(if pending) and related discussions. Material details of the registration
process would include a description of,

(a) the requirements for registration and continued registration;

(b) the necessity of obtaining the support of the eligible employees
of the eligible business for the application for registration of the
specified employee ownership corporation and for the proposed
investment by the specified employee ownership corporation in
the eligible business;

(c) the voting procedures required to be followed to ascertain the
degree of support of the eligible employees of the eligible
business; and

(d) the nature of the advice required to be provided to the eligible
employees of the eligible business by an independent adviser
and the manner in which the requirement to provide advice is
expected to be or has been discharged.

ITEM7 Risk Factors:

Provide details of the factors (with respect to the specified employee
ownership corporation, the eligible business in which it proposes to
invest and the securities being offered under the disclosure document)
that make the purchase of such securities a risk or speculation.

ITEM 8 Trust Arrangements:

Describe the manner in which the requirements of the regulations
concerning trust arrangements for the payment and holding of subscrip-
tion money pending closing will be complied with and provide details of
such trust arrangements.

Specify the conditions which must be fulfilled before a financial
institution with which subscription money has been deposited may
release the money to the specified employee ownership corporation.
Describe the right, if any, of the corporation to waive any of such
conditions. Specify the maximum period of time that subscription money
may remain on deposit with the financial institution.
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[image: image1.png]ITEM 9 Selling Agent for Securities:

Provide the name of the selling agent, if any, for the securities. Describe
the relationship of the selling agent to the specified employee ownership
corporation and to each selling security holder, if any. Specify the.
remuneration, if any, to be paid to the selling agent for selling the
securities.

ITEM 10 Restrictions on Resale of Securities:

Specify the restrictions on and the consequences of the resale of the
securities being offered under the disclosure document, including tax
credit repayments.

ITEM 11  Description of Business Plan, Investment Plan and
Human Resources Plan:

Provide a summary of the business, investment and human resources
plans filed or to be filed by the specified employee ownership corpora-
tion with the Minister of Revenue under the Labour Sponsored Venture
Capital Corporations Act, 1992. Provide a summary of all material
contracts, if any, relating to the implementation of such plans.

ITEM 12  Share Capital Structure:

Describe the equity structure of the specified employee ownership
corporation, including details of all issued and outstanding securities of
the corporation and all issued and outstanding options, warrants and
rights to acquire securities of the corporation.

ITEM 13  Debt of the Specified Employee Ownership Corpora-
tion:

Describe the debt structure of the specified employee ownership
corporation, including details of the debt, if any, incurred or to be
incurred in connection with the implementation of the eligible invest-
ment under the Labour Sponsored Venture Capital Corporations Act,
1992.

ITEM 14  Directors, Senior Officers, Promoters and Principal
Holders of Securities:

(1) Provide the name and the municipality of residence of,

(a) each director, each senior officer and each promdter of the
specified employee ownership corporation;

(b) each director, each senior officer and each promoter of the
eligible business;

(c) each principal holder of securities of the specified employee
ownership corporation, being a person who holds, directly or
indirectly, more than 10 per cent of any class of voting securi-
ties of the specified employee ownership corporation; and

(d) each principal holder of securities of the eligible business,
being a person who holds, directly or indirectly, more than 10
per cent of any class of voting securities of the eligible busi-
ness.

(2) Provide the principal occupation for the last five years of,

(a) each director and each senior officer of the specified employee
ownership corporation; and

(b) each director and each senior officer of the eligible business.

(3) Disclose all securities of the specified employee ownership corpora-
tion and all securities of the eligible business (including options to
acquire securities of the specified employee ownership corporation
or the eligible business) held by each person named under para-
graph (1) as at a date not more than thirty days before the date on
which this disclosure document is filed with the Director.

(4) Provide disclosure of executive compensation as required under the
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[image: image1.png]ITEM3 Suitability of Investment:
A statement as follows shall be in bold print:

You should read this disclosure document carefully before making an
investment decision. Careful consideration should be given to the Risk
Factors associated with purchasing the securities offered under this
disclosure document. You should also consult with a professional
adviser.

These securities may be highly speculative in nature. An investment in
these securities may be appropriate only for investors who are prepared
to hold these securities for a long period of time. These securities are
subject to restrictions on their issue, ownership and transfer.

The corporation that issues these securities is prohibited by law from
making redemptions in certain circumstances. Even if the corporation is
legally permitted to redeem the securities, requests for redemption may
make it difficult for the corporation to accomplish the objectives
described in this disclosure document.

There is no formal market, such as a stock exchange, through which
these securities may be sold and it is unlikely that such a market will
develop.

The corporation may have contingent liability for the repayment of tax
credits in certain circumstances. In most cases investors must repay any
tax credit received as a result of their investment in these securities if the
securities are sold or redeemed within five years of purchase.

ITEM 4 Risk Factors:

Summarize the factors (with respect to the specified employee ownership
corporation, the eligible business in which it proposes to invest and the
securities being offered under the disclosure document) that make the
purchase of such securities a risk or speculation.

ITEM § Price per Security:

If known, state the price per security of the securities being offered for
sale. State the value per security of such securities based on the most
recent valuation, if any, prepared under the Labour Sponsored Venture
Capital Corporations Act, 1992.

ITEM 6 Subscription Money:
A statement as follows shall be in bold print:

All subscription money must be made payable to [name of financial
institution] and to no other person and will be held in trust, in accordance
with the regulations, by [name of financial institution].

CONTENTS OF DISCLOSURE DOCUMENT
ITEM1 Identify Specified Employee Ownership Corporation:

State the name, principal business address and registered address of the
specified employee ownership corporation. State the laws under which
the specified employee ownership corporation was incorporated and
organized.

ITEM 2 Identify Eligible Business:

State the name, principal business address and registered address of the
eligible business in respect of which the specified employee ownership
corporation is registered or will be seeking registration, as the case may
be, under the Labour Sponsored Venture Capital Corporations Act,
1992. State the laws under which the eligible business was incorporated
and organized.

ITEM 3 Selling Security Holder:
If the disclosure document is used in connection with a distribution by

a selling security holder, state the name and principal address of the
selling security holder and, if the selling security holder is a corporation,







