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ARTICLE

Access To Capital For Small And Medium-Sized Businesses — ASC Adopts New
Capital-Raising Initiatives For Start-Up Businesses

T he  A l be rta  Securi t i es Com m i ssi on  (ASC) has adop ted  ASC Ru l e  45 -517  Prospectus Exempt i on  fo r S ta rt -Up  Busi nesses (S ta rt -Up  Exem pt i on ) wh i ch
cam e i n to  e ffect  Ju l y 19 ,  2016 .  T he  Sta rt -Up  Exem pt i on  i s a  p rospectus exem pt i on  i n tended  to  a l l ow A l be rta -based  sm a l l  and  sta rt -up  i ssuers to  ra i se
m odest  am oun ts o f  cap i ta l .  T he  Sta rt -Up  Exem pt i on  can  be  found  he re .

Add i t i ona l l y,  on  Ju l y 26 ,  2016,  the  ASC pub l i shed  fo r a  30 -day com m ent pe ri od  M u l t i l a te ra l  Instrum en t 45 -108  Crow dfund i ng  (On l i ne  Crowdfund i ng
Exem pt i on ).  T he  On l i ne  Crowdfund i ng  Exem pt i on  i s a  p rospectus exem pt i on  desi gned  to  enab l e  m odera te  f i nanci ng  across m u l t i p l e  Canad i an
j u ri sd i ct i ons vi a  an  on l i ne  fund i ng  po rta l  reg i ste red  as e i the r a  " reg i ste red  dea l e r fund i ng  po rta l "  o r a  " restri cted  dea l e r fund i ng  po rta l " .  T he  On l i ne
Crowdfund i ng  Exem pt i on  has a l ready been  adop ted  i n  Saska tchewan , M an i toba ,  On ta ri o ,  Quebec,  New Brunswi ck and  Nova  Sco t i a  e ffect i ve  January
25 ,  2016 .  T he  On l i ne  Crowdfund i ng  Exem pt i on  can  be  found  he re .

Start-Up Exemption Highlights

Ava i l ab i l i ty — ava i l ab l e  to  an  i ssuer tha t  i s no t  an  i nvestm en t fund  o r a  report i ng  i ssuer and  i s no t  sub j ect  to  report i ng  ob l i ga t i ons i n  a  fo re i gn
j u ri sd i ct i on  si m i l a r to  those  o f  a  report i ng  i ssuer.  T he  head  o ff i ce  o f  the  i ssuer m ust  be  l oca ted  i n  A l be rta  o r a  j u ri sd i ct i on  i n  Canada  tha t  has
adop ted  a  co rrespond i ng  exem pt i on .  An  i ssuer can  ra i se  m oney usi ng  o the r p rospectus exem pt i ons concurren t l y wi th  a  Sta rt -Up  Exem pt i on
d i st ri bu t i on .  

Type  o f  Securi ty — each  securi ty d i st ri bu ted  m ust  be  an  "e l i g i b l e  securi ty"  wh i ch  m eans any o f  the  fo l l owi ng :  
(i ) a  com m on share ;
(i i ) a  non-convert i b l e  p re fe rence  share ;
(i i i ) a  securi ty convert i b l e  i n to  (a ) o r (b );
(i v) a  non-convert i b l e  deb t  secu ri ty l i nked  to  a  f i xed  o r f l oa t i ng  i n te rest  ra te ;
(v) a  l i m i ted  pa rtne rsh i p  un i t ;  o r
(vi ) an  i nvestm en t sha re  tha t  i s a  non-convert i b l e  p re fe rence  share  i ssued  by a  coopera t i ve  o rgan i zed  under the  Coopera t i ves Act (A l be rta ).  

M e thod  — funds can  be  ra i sed  th rough :  
(i ) an  on l i ne  fund i ng  po rta l  (p rovi ded  tha t  the  po rta l  i s com p l i an t  wi th  reg i st ra t i on  requ i rem en ts) o r o the r m ore  t rad i t i ona l  revenue  sourci ng
avenues;  
(i i ) a  dea l e r (p rovi ded  tha t  the  dea l e r i s com p l i an t  wi th  reg i st ra t i on  requ i rem en ts) tha t  wi l l  so l i ci t  i nvestm en t and  d i st ri bu te  securi t i es th rough
trad i t i ona l  d i st ri bu t i on  channe l s;  o r
(i i i ) the  i ssuer's p ri nci pa l 's own  ne twork o f  con tacts (p rovi ded  tha t  they a re  no t  i n  the  busi ness o f  t rad i ng  securi t i es such  tha t  the  dea l e r reg i st ra t i on
requ i rem en t i s t ri gge red ).  Add i t i ona l l y,  no  com m i ssi on  o r fee  o r o the r am oun ts can  be  pa i d  to  the  i ssuer g roup ,  o r any p ri nci pa l s,  em p l oyees o r
agen ts the reo f .

Di st ri bu t i on  L i m i t — a  m axi m um  o f  two  d i st ri bu t i ons wi th  an  aggrega te  l i m i t  o f  $250 ,000  i n  a  ca l endar yea r.  A " l i fe t i m e  l i m i t "  a l so  app l i es such  tha t
the  aggrega te  funds ra i sed  by the  i ssuer g roup  th rough  a l l  S ta rt -Up  Exem pt i on  d i st ri bu t i ons m ust  be  l ess than  $1 ,000 ,000 .

Investm en t L i m i ts — i f  a  reg i ste red  dea l e r i s no t  i nvo l ved  i n  the  d i st ri bu t i on ,  no  i nvesto r can  i nvest  m ore  than  $1 ,500  i n  a  si ng l e  i nvestm en t up  to  a
m axi m um  o f  $3 ,000  pe r i ssuer g roup  i n  the  sam e ca l endar yea r under a l l  S ta rt -Up  Exem pt i on  d i st ri bu t i ons.  

No  Reg i st ra t i on  Exem pt i on — the  Sta rt -Up  Exem pt i on  does no t  p rovi de  an  exem pt i on  f rom  the  requ i rem en t tha t  a  pe rson  o r com pany who  i s a
dea l e r m ust  be  reg i ste red .  A pe rson  o r com pany act i ng  as a  dea l e r i n  respect  o f  a  d i st ri bu t i on  o f  secu ri t i es under the  Sta rt -Up  Exem pt i on  i s requ i red
to  com p l y wi th  reg i st ra t i on  requ i rem en ts.  

Offe ri ng  Docum ent &  Subscri p t i on  Requ i rem en ts — to  re l y on  the  Sta rt  - Up  Exem pt i on ,  i ssuers m ust  p rovi de  to  i nvesto rs an  o ffe ri ng  docum ent i n
the  fo rm  o f  Fo rm  45-517F1  Sta rt -up  Busi ness Offe ri ng  Document and  m ust  ob ta i n  a  si gned  ri sk acknowl edgm ent f rom  each  i nvesto r p ri o r to  the
i nvesto r si gn i ng  the  ag reem ent to  pu rchase  the  securi t i es.  T he  ri sk acknowl edgm ent m ust  be  i n  the  fo rm  p rescri bed  by Form  45-109F2  Sta rt -up
Busi ness Ri sk Acknow l edgment.  T he  i ssuer m ust  a l so  p rovi de  the  i nvesto r the  ri gh t  to  wi thd raw the  o ffe r to  pu rchase  the  securi ty wi th i n  48  hours o f
the  l a te r o f  the  i nvesto r's subscri p t i on  and  an  am ended  o ffe ri ng  docum ent be i ng  de l i ve red  to  the  i nvesto r.  

Fi l i ng  Requ i rem en ts — wi th i n  30  days a f te r the  cl osi ng  o f  any d i st ri bu t i on  under the  Sta rt -Up  Exem pt i on ,  the  i ssuer m ust  f i l e  wi th  the  ASC a
com p l e ted  report  o f  exem pt d i st ri bu t i on  i n  the  fo rm  o f  Fo rm  45-106F1  Report  o f  Exempt Di st ri bu t i on,  toge the r wi th  the  o ffe ri ng  docum ent,  i ncl ud i ng
a l l  app l i cab l e  am endm ents.  T he  report  o f  exem pt d i st ri bu t i on  and  o ffe ri ng  docum ent m ust  be  f i l ed  e l ectron i ca l l y th rough  the  System  fo r E l ectron i c
Docum ent and  Ana l ysi s and  Re tri eva l  (SEDAR) i n  acco rdance  wi th  Na t i ona l  Instrum en t 13 -101  System fo r E l ectron i c Document Ana l ysi s and
Retri eva l  (SEDAR).  

Im p l i ca t i ons — an  i ssuer tha t  re l i es on  the  Sta rt -Up  Exem pt i on :
(i ) m ay no  l onger be  consi de red  a  "p ri va te  i ssuer"  under NI  45 -106  and  wi l l  be  unab l e  to  re l y on  the  "p ri va te  i ssuer"  p rospectus exem pt i on  fo r fu tu re
d i st ri bu t i ons o f  secu ri t i es.  Losi ng  access to  the  p ri va te  i ssuer exem pt i on  m ay de te r po ten t i a l  i ssuers f rom  re l yi ng  on  the  Sta rt -Up  Exem pt i on ;  
(i i ) m ay have  an  unusua l l y l a rge  num ber o f  m i no ri ty sha reho l de rs wh i ch  wou l d  i ncrease  costs associ a ted  wi th  sha reho l de r m ee t i ngs and
com m un i ca t i ons wi th  sha reho l de rs;  and  
(i i i ) these  i nvestm en t l i m i ts pe r i nvesto r a re  po ten t i a l l y p rob l em at i c as the  i ssuer wi l l  need  to  l oca te  a  fa i rl y l a rge  num ber o f  i nvesto rs to  ra i se  the
m axi m um  am oun t and  the  com p l i ance  costs associ a ted  wi th  each  subscri p t i on  cou l d  be  si gn i f i can t  re l a t i ve  to  the  am oun t o f  funds tha t  can  be
ra i sed .

Online Crowdfunding Exemption Highlights

Ava i l ab i l i ty — ava i l ab l e  to  report i ng  i ssuers and  non-report i ng  i ssuers p rovi ded  tha t  the  i ssuer:  
(i ) i s o rgan i zed  i n  a  j u ri sd i ct i on  i n  Canada ;
(i i ) has i ts head  o ff i ce  i n  Canada ;
(i i i ) has a  board  o f  d i recto rs com pri sed  o f  a  m a j o ri ty o f  Canad i an  resi den ts;  and
(i v) i s no t  an  i nvestm en t fund .

Type  o f  Securi ty — the  sam e param ete rs tha t  app l y to  the  Sta rt -Up  Exem pt i on  app l y to  the  On l i ne  Crowdfund i ng  Exem pt i on  wi th  the  excep t i on  tha t
f l ow-th rough  shares under the  Income Tax Act (Canada) a re  pe rm i ssi b l e  fo r d i st ri bu t i on  pu rsuan t  to  the  On l i ne  Crowdfund i ng  Exem pt i on  whereas
i nvestm en t sha res tha t  a re  non-convert i b l e  p re fe rence  shares i ssued  by a  coopera t i ve  o rgan i zed  under the  Coopera t i ves Act (A l be rta ) a re  no t .

M e thod  — funds m ust  be  ra i sed  th rough  a  si ng l e  fund i ng  po rta l  tha t  i s reg i ste red  as e i the r a  " reg i ste red  dea l e r fund i ng  po rta l "  o r a  " restri cted
dea l e r fund i ng  po rta l " .  Bo th  restri cted  dea l e r fund i ng  po rta l s and  reg i ste red  dea l e r fund i ng  po rta l s wi l l  be  sub j ect  to  add i t i ona l  requ i rem en ts
i m posed  by the  On l i ne  Crowdfund i ng  Exem pt i on  tha t  wi l l  requ i re  dea l e rs to  p rovi de  ce rta i n  "ga tekeeper"  funct i ons a i m ed  a t  i nvesto r p ro tect i on  and
i ssuer m on i to ri ng .  Add i t i ona l l y,  the  fund i ng  po rta l :
(i ) m ust  no t  advert i se  a  d i st ri bu t i on  o r so l i ci t  pu rchasers under the  On l i ne  Crowdfund i ng  Exem pt i on ;
(i i ) m ay on l y m ake  ava i l ab l e  to  pu rchasers:  the  crowd fund i ng  docum ent,  a  te rm  shee t ,  a  vi deo ,  and  o the r m a te ri a l s sum m ari zi ng  the  i n fo rm at i on  i n
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the  crowd fund i ng  docum ent;  and
(i i i ) m ust  ensure  tha t  the  i n fo rm at i on  abou t  the  i ssuer and  a  d i st ri bu t i on  o f  secu ri t i es o f  the  i ssuer i s p resen ted  o r d i sp l ayed  on  i ts on l i ne  p l a t fo rm  i n
a  fa i r,  ba l anced  and  reasonab l e  m anner.

Di st ri bu t i on  L i m i t — up  to  $1 ,500 ,000  wi th i n  a  ca l endar yea r,  sub j ect  to  ce rta i n  l i m i ta t i ons i ncl ud i ng :
(i ) the  On l i ne  Crowdfund i ng  Exem pt i on  i s no t  ava i l ab l e  i f  the  p roceeds a re  be i ng  used  to  i nvest  i n ,  m erge  wi th ,  o r acqu i re  an  unspeci f i ed  busi ness;
(i i ) the  On l i ne  Crowdfund i ng  Exem pt i on  i s no t  ava i l ab l e  i f  the  i ssuer i s i n  de fau l t  o f  i ts ongo i ng  d i scl osu re  ob l i ga t i ons;
(i i i ) the  o ffe ri ng  canno t  rem a i n  open  fo r m ore  than  90  days and  the  o ffe ri ng  canno t  cl ose  i f  the  m i n i m um  subscri p t i on  has no t  been  ra i sed ;  and
(i v) the  o ffe ri ng  docum ent m ust  d i scl ose  the  m i n i m um  o ffe ri ng  si ze  and  whe the r the re  i s a  m axi m um  o ffe ri ng  si ze .

Investm en t L i m i ts
(i ) non -accred i ted  i nvesto rs –  m axi m um  o f  $2 ,500  pe r d i st ri bu t i on  and  $10 ,000  pe r ca l endar yea r fo r a l l  d i st ri bu t i ons under the  On l i ne
Crowdfund i ng  Exem pt i on ;  and
(i i ) accred i ted  i nvesto rs –  m axi m um  o f  $25 ,000  pe r d i st ri bu t i on  and  $50 ,000  pe r ca l endar yea r i n  a l l  d i st ri bu t i ons under the  On l i ne  Crowdfund i ng
Exem pt i on ;  and
(i i i ) pe rm i t ted  cl i en ts (as such  te rm  i s de f i ned  i n  Na t i ona l  Instrum en t 31 -103  Reg i stra t i on  Requ i remen ts,  Exempt i ons and  Ongo i ng  Reg i st ran t
Ob l i ga t i ons) –  no  l i m i t .

Fi na l l y,  no  pe rson  o r com pany i n  the  i ssuer g roup  o r d i recto r o r execu t i ve  o ff i ce r o f  an  i ssuer i n  the  i ssuer g roup  m ay d i rect l y o r i nd i rect l y l end  o r
f i nance ,  o r a rrange  l end i ng  o r f i nanci ng  fo r a  pu rchaser to  pu rchase  securi t i es o f  the  i ssuer under the  On l i ne  Crowdfund i ng  Exem pt i on

Offe ri ng  Docum ent &  Subscri p t i on  Requ i rem en ts — i n  o rde r to  re l y on  the  On l i ne  Crowdfund i ng  Exem pt i on ,  i ssuers a re  responsi b l e  fo r p repari ng
and  p rovi d i ng  to  i nvesto rs the  o ffe ri ng  docum ent.  Fi nanci a l  sta tem en ts a re  requ i red  as pa rt  o f  the  o ffe ri ng  docum ent and  a re  sub j ect  to  the
fo l l owi ng  requ i rem en ts:
(i ) to  be  approved  be  m anagem ent where  the  i ssuer ra i ses no  m ore  than  $250 ,000  under any p rospectus exem pt i ons;
(i i ) to  be  approved  by m anagem ent and  accom pan i ed  by a  revi ew report  where  the  i ssuer has ra i sed  be tween  $250 ,000  and  $750 ,000  under any
prospectus exem pt i on ;  and
(i i i ) to  be  approved  by m anagem ent and  accom pan i ed  by an  aud i to r's report  where  the  i ssuer has ra i sed  m ore  than  $750 ,000  under any p rospectus
exem pt i on .

In  the  even t  o f  a  report i ng  i ssuer,  the  o ffe ri ng  docum ent m ust  a l so  i ncl ude  a  two-day ri gh t  o f  wi thd rawa l  a t  the  op t i on  o f  the  i nvesto r and  i n  the  even t
o f  a  m i srep resen ta t i on ,  the  ri gh t  o f  act i on  fo r dam ages o r resci ssi on .  In  the  even t  o f  a  non-report i ng  i ssuer,  the  o ffe ri ng  docum ent m ust  i ncl ude  a
con tractua l  ri gh t  o f  act i on  aga i nst  the  i ssuer fo r resci ssi on  and  dam ages i n  the  even t  o f  an  un true  sta tem en t o f  a  m a te ri a l  fact  i ncl uded  i n  any o f  the
m ate ri a l s m ade  ava i l ab l e  to  the  pu rchaser.  Add i t i ona l l y,  i nvesto rs re ta i n  a  ri gh t  to  wi thd raw the i r pu rchase  wi th i n  48  hours o f  pu rchase  and  subsequen t
to  any am endm ent to  the  o ffe ri ng  docum ent.  Fi na l l y,  i n  the  even t  o f  a  report i ng  i ssuer,  secu ri t i es d i st ri bu ted  a re  sub j ect  to  a  fou r-m on th  ho l d  pe ri od
and  i f  a  non-report i ng  i ssuer,  to  an  i nde f i n i te  ho l d  pe ri od  and  can  on l y be  reso l d  under ano the r p rospectus exem pt i on .

T he  i ssuer m ust  add i t i ona l l y ob ta i n  a  si gned  ri sk acknowl edgm ent f rom  each  i nvesto r p ri o r to  the  i nvesto r si gn i ng  the  ag reem ent to  pu rchase  the
securi t i es requ i ri ng  them  to  posi t i ve l y con f i rm  havi ng  read  and  understood  the  ri sk warn i ngs and  i n fo rm at i on  i n  the  crowd fund i ng  o ffe ri ng  docum ent.
T he  ri sk acknowl edgem ent m ust  be  i n  the  fo rm  p rescri bed  by the  p roposed  Form  45-108F2  Ri sk Acknow l edgment.  T he  i ssuer m ust  add i t i ona l l y ob ta i n  an
i nvestm en t l i m i t  fo rm  i n  the  fo rm  o f  45 -108F3  Conf i rma t i on  o f  Investmen t L i mi ts whereby the  i nvesto r con f i rm s how he ,  she ,  o r i t  qua l i f i es to  buy
securi t i es under the  On l i ne  Crowdfund i ng  Exem pt i on .

Fi l i ng  Requ i rem en ts –  wi th i n  10  days a f te r the  cl osi ng  o f  any d i st ri bu t i on  under the  On l i ne  Crowdfund i ng  Exem pt i on ,  the  i ssuer m ust  f i l e  th rough
SEDAR a  com p l e ted  report  o f  exem pt d i st ri bu t i on  wi th  the  ASC i n  the  fo rm  o f  Fo rm  45-106F1  Report  o f  Exempt Di st ri bu t i on,  the  o ffe ri ng  docum ent,
and  a  te rm  shee t  as we l l  as any o the r m a te ri a l s sum m ari zi ng  the  i n fo rm at i on  i n  the  o ffe ri ng  docum ent i f  app l i cab l e .  Upon  request ,  the  i ssuer m ay
a l so  be  requ i red  to  de l i ve r to  the  securi t i es regu l a to r a  vi deo  re l a t i ng  to  the  d i st ri bu t i on ,  i f  access to  such  a  vi deo  has been  p rovi ded  to  i nvesto rs.  

Im p l i ca t i ons –  i n  the  even t  tha t  the  On l i ne  Crowdfund i ng  Exem pt i on  i s adop ted  as a  new ru l e  i n  A l be rta ,  the  Sta rt -Up  Exem pt i on  wi l l  be  am ended
to  a l l ow a  d i st ri bu t i on  under the  Sta rt -Up  Exem pt i on  to  be  faci l i ta ted  by a  restri cted  dea l e r fund i ng  po rta l  com p l yi ng  wi th  speci f i ed  requ i rem en ts o f
the  On l i ne  Crowdfund i ng  Exem pt i on .

Going Forward

Both  the  Sta rt -Up  Exem pt i on  and  the  On l i ne  Crowdfund i ng  Exem pt i on  wou l d  a l l ow i ssuers who  m ay no t  have  access to  cap i ta l  f rom  accred i ted  i nvesto rs
to  access sm a l l e r am oun ts o f  cap i ta l  f rom  a  wi de r range  o f  pe rsons.  I t  rem a i ns to  be  seen  whe the r these  exem pt i ons can  be  u t i l i zed  i n  a  cost-e ff i ci en t
m anner,  and  whe the r,  under the  Sta rt -Up  Exem pt i on ,  i ssuers wi l l  be  wi l l i ng  to  su rrender access to  the  p ri va te  i ssuer exem pt i on  i n  favour o f  th i s new
exem pt i on .

P l ease  ca l l  the  au tho rs o f  th i s Bu l l e t i n  o r you r usua l  l awyer i n  BLG's Securi t i es and  Cap i ta l  M arke ts Group  to  d i scuss the  Sta rt -Up  Exem pt i on  o r the
On l i ne  Crowdfund i ng  Exem pt i on  and  the  po ten t i a l  fo r you r busi ness to  ra i se  cap i ta l  usi ng  these  exem pt i ons.

 " i ssuer g roup"  m eans an  i ssuer toge the r wi th  each  o f  the  fo l l owi ng :

each  a ff i l i a te  o f  the  i ssuer;

each  o the r i ssuer tha t  i s e i the r o f  the  fo l l owi ng :

tha t  i s engaged  i n  a  com m on en te rp ri se  wi th  the  i ssuer o r wi th  an  a ff i l i a te  o f  the  i ssuer;

tha t  has a  founder tha t  i s a  founder o f  the  i ssuer.
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