IN THE MATTER OF
THE SECURI TIES ACT, R S.S. 1978, c. S 42

AND
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AND
CELEBRATI ONS SALOON LTD.
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DECI SI ON OF THE COW SSI ON

Pur pose of the Hearing:

The purpose of the hearing was to determ ne whether
the Conm ssion should nmake an order under Section 20(5) of The
Securities Act RS. S 1978 c. S-42 (the "Act") that any or all
of the exenptions described in subsections 20(1) to 20(3)
should not apply to Celebrations Le Cub Limted Partnership
and Celebrations Saloon Ltd. (the "Respondents"”) and to
determ ne whether the Comm ssion should order that trading in
the limted partnership units of Celebrations Le Cub Limted
Partnership (the "Partnership") should cease pursuant to
Section 151 (1) of the Act.

In addition to the Agreed Statenent of Facts and
exhibits entered by both +the staff and respondents, the

Commi ssi on hear d from W t nesses Dean Murrison, d en
Mcd aughlin, Dorothy Mndor and Carol Henrickson on behal f of
the staff. M. Andrew Deslauriers appeared as a wtness on

behal f of the respondents.
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Cel ebrations Le Club Limted Partnership went to the
public rmarket under a prospectus which receipt was dated
February 14, 1986. It called for the sale of 290 limted
partnership units all of which were sold. The sale closed My
31, 1986. Construction was to begin shortly thereafter with an
opening in late 1986 or early 1987.

From the beginning, the Partnership was beset wth

financial probl ens. Those problenms led to a cash call in
March, 1987 and a debenture issue in February, 1988 and another
cash call in My, 1988. The order which permtted the
debenture issue is the subject of this hearing.

The financi al pr obl ens began al nost i mredi ately
after the closing of the sale. Unfortunately, however, the

Comm ssion found that the dire straights in which the
Partnership found itself were never totally conmunicated to the
uni t hol ders. Lack of full information in current descriptions
of the problens of the Partnership faced the wunitholders each
particular time they were called together, starting from the
first annual neeting.

Unfortunately, the Conmm ssion found that the GCeneral
Partner did not deal wth the wunitholders in an entirely

forthright manner from the beginning. The unithol ders were not
told of massive over expenditures caused by Liquor Licensing
Comm ssion requirements at the first annual neeting. Four
nonths later, the first cash call was nade. The first cash

call was followed by a letter describing the situation as good
and that a return on their investnment was expected to be 38%
for the year!

There was, at tines, t ot al di sregard of t he
unitholders by the General Partners right up to the hearing.
The General Partner took a prior security position to the
debenture holders with the registration of a $300, 000. 00
nortgage filed ahead of the debenture nortgage. Bot h nortgages
were filed exactly the sane day.
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The Conmm ssion issued an order on February 8, 1988
wth respect to the debentures to be issued by the Partnership.
The desire of the Partnership was to issue debentures which
woul d bring the conpany $600,000.00. The debentures were to be
secured by a second nortgage.
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Securities | egi sl ation gi ves Comm ssi ons w de
discretion to waive or vary parts of the legislation,
regul ations and Commi ssion policies. That discretion 1is

enbodied in orders of the Commission which are granted under
specific sections and sets down various terns and conditions

under which a particular exenption is granted. The process to
obtain an order is done by negotiation between the Comm ssion
staff and the proponents of the exenption application. Even

after an order has been issued, there is the opportunity to have
the order varied if the case can be nade to the staff and
t he Conmi ssi on.

In spite of the discretion and flexibility the
Comm ssion has in making orders, once made it has force under
the legislation and is, accordingly, expected to be followed.
The order of February 8, 1988 was that type of order. | t
inposed terns and conditions on the corporation which the
Comm ssion expected to be conpleted. It had tine limts for
the sale to be conpleted and nunerous reporting provisions to
both the Conm ssion and the sharehol ders. It detailed the
process under which the distribution of the debentures were to
be nade. O particular concern to the Comm ssion staff in this
hegring were conditions four, five, six, seven and eight of the
or der.

The order was nmade in such a fashion so as to
protect debenture holders both by how the noney was to be paid
to creditors and how much information debenture holders were to
receive on a continued basis.

The Comm ssion found paragraphs five, seven and
ei ght had not been conplied wth. Contrary evidence was given
by the parties respecting paragraph six. The Partnership mde
a conscious effort to conply with filing the weekly statenents.
The Commission did not find that there was a waiver of nunber
six after the weekly statenments stopped coming to the
Comm ssi on. However, the Comm ssion staff did not pursue the
filing of weekly statenents, therefore, the Conm ssion does not
consider nunber six to be in default. However, the requirenent
to file nonthly statenents and how the funds were distributed
tod creditors was not conplied with under the terns of the
or der.

The Conmm ssion, accordingly, orders under Section
20(5) the exenptions described in Sections 20(I) to 20(3) do
not apply to Celebrations Le Cub Limted Partnership and
Cel ebrati ons Sal oon Ltd.
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Wth respect to the second issue arising from the
hearing, that being the determnation of whether a permnent
cease trade should be put into place, the Comm ssion is not
unm ndful of the delicate position that the Partnership is in
There is an outstanding cash call and the wolves are at the
door. The Ceneral Partner was unable, however, to show that
the conpletion of the cash calls would have any effect other
fhan postponing the inevitable due to continuing operating

osses.

Numerous (up to 70) wunits have not net their cash

cal | . There is no question that the noney is needed by the
Partnership and a Cease Trade Order on a pernanent basis would
hanper the Partnership realizing on its cash call. The

Comm ssion found, however, that for the cash call of My 7,
1988 and the ensuing period the wunitholders, even those who
have provided the noney under the cash call, did not have the
current information nor the basic status of the financial
condition of the Partnership. Perhaps if those unitholders did
have the accurate information the results for the cash cal

would be different. A Cease Trade Oder of a permanent
nature is not appropriate under the circunstances. I nf ormati on
must be provided to the unitholders so that they can make an
i nfornmed decision on whether to provide the noney for the cash

cal | or risk foreclosure. Apparently there are sone
unithol ders prepared to put nore noney into the venture in
order to denonstrate to creditors that their bills wll be
pai d.

Accordi ngly, unti | such tinme as t he entire

Partnership has an accurate and current description of the
problem the Securities Comm ssion inposes a Tenporary Cease
Trade Order based on the follow ng terns:

1. Al trades in the Partnership units cease;

2. The Partnership obtains an audited financial statenment for
May 31, 1988 and it shall be filed with the Conm ssi on;

3. The Partnership obtain interim statenents for the period
between WMy 31, 1988 and Septenber 30, 1988 which form
shall be approved by the Comm ssion and these statenents
should be delivered 15 days before the Annual General
Meet i ng.
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4. Trades in the limted partnership units resune ten days
after the general neeting if all of the above have been
conplied wth.

5. The terms of the Cease Trade Order can be varied only with
t he approval of the Comm ssion.

The Comm ssion commends the counsel for the staff
and the respondents and thank them for their assistance in
presenting the matter to the Conm ssion.

TH S 17t h DAY OF W M WHEATLEY, CHAI RVAN
OCTOBER, 1988. ON BEHALF OF THE COWM SSI ON.




