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

AND

IN THE MATTER OF
AMBROSI A VENTURE FUND | NC., AMBROSI A FOOD COVPANY LTD. ,
G T RESTAURANTS INC. AND G T EQUI TI ES I NC.

HEARI NG HELD SEPTEMBER 24, OCTOBER 19, and
NOVEMBER 23, 1987

Hel d before: WM Wheatl ey, Chairnman
Adel ai de MacDonal d, Vi ce-Chai r nman
Her bert Dow, Conmm ssion Menber

Advi ser to Conm ssion: Ser ge Kuj awa

Counsel for the )
Cormi ssion Staff: Gerry Halischuk and Harol d Huber

Counsel for Anbrosia

Venture Fund Inc.,

Anbr osi a Food Conpany Ltd.,

G T Equities Inc.: Er nest Hawri sh

DECI SI ON OF THE COW SSI ON
On the 23rd of July, 1987, a Tenporary Cease Trade

O der was issued affecting Anbrosia Venture Fund Inc.,
Anbrosia Food Conpany Ltd., G T Restaurants Inc., and G T
Equities Inc. It was a provision of that Oder that a hearing

be held before the Commission for the purpose of determning
whet her a permanent Cease Trade Order, pursuant to Section
151(1) of the Saskatchewan Securities Act, (the "Act") be nade
in respect of the securities of the above conpanies. The
allegations nmade by the Commssion staff for the pernmanent
Cease Trade Order were that Anbrosia Venture Fund Inc. had not
net the ternms of closing by Novenber 30, 1986 as provided for
in the Ofering Menorandum and Comm ssion Order.

_ Anbr osi a Vent ure Fund  Inc.  (Anbrosia) was
incorporated for the purpose of being registered under the
Venture Capital Credit Act of Saskatchewan. Anbrosia Venture

Fund Inc. offered shares to the public pursuant to an Order of
the Comm ssion under Section 21 of the Act, dated the 2nd day

of April, 1986. The offering provided that sales could be
made under Confi denti al Private Ofering Menorandum to
sophi sticated investors. The offering provided for a wunit

consi sting of 1,000 shares priced at $9, 500. 00.
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The offering was originally intended to close on the
30th of June, 1986, but by Oders of the Comm ssion that
closing date was extended to Septenber 30, 1986 and then to
Novenber 30, 1986.

According to the terns of the Ofering Menorandum a
m ni mum of 60 units had to be subscribed for before the date
of closing. The mninmm of 60 units translated into a tota
dol I ar amount of $570,000.00 which was to be raised in order
to close the offering. The O fering Menorandum indicated that
a maxi mum anount of $950, 000. 00 was being sought as the total
i ssue for Anbrosia.

The terns of the Order al so provided in paragraph 6:

"(6) each investor nust subscribe for and purchase
the Commobn Shares pursuant to the terns and
conditions described in the Confidential Private
O fering Menorandum provided that in no case
shall any single investor contribute l|less than
$9,500.00 on or before June 30th (or the
extended date referred to in paragraph (5)) and
t he Common Shar es may be pur chased by
individuals only or holding conpanies, the
majority of whose vot i ng and equity
sharehol dings are owned by an individual who
qualifies as a purchaser under requirenments of
paragraph (8)"

The terns of the anmended O fering Menorandum said on
page 6 that:

"Subscription to each unit requires a m ni mum of
$1, 000. 00 cash deposit plus a letter of credit
for the remai nder."

The O fering Menorandum further went on to say,

"Subscri ption of one uni t requires t he
conpl etion of a subscription form (Schedule "A"
attached), providing a cash deposit of $1,000.00
which will be held in trust and an unconditiona
irrevocable letter of credit from a recognized
banking institution for $8,500.00 as per
Schedul e *“B" attached. Upon subscription, a
pur chaser nust conplete the undertaking to the
Saskat chewan  Securities Commi ssion as per
Schedul e "C' attached."
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The selling of the units took place after the second
day of April +to sophisticated investors. Affidavits were
provided to the Commission outlining to whom sales were nade
and that they fit the sophisticated investor exenption rule as

set out in the Oder of April 2, 1986. The offering
menor andum was anended later in April to provide for letters
of credit instead of promssory notes and other related
matters.

On Decenber 19, 1986 The Venture Capital Corporation
Program received an affidavit signed by the officer of

Anbrosia (M. Hogan) that the mninmm subscription had been
reached.

The issue before the Conm ssion was whether on the
date of closing sufficient subscriptions to units had been

received by the conpany. This was inportant for three
reasons:

1. For investors to obtain the tax credit under the Venture
Capital Program

o For the conpany to be provided sufficient funds to start
busi ness and carry it through its initial phases; and

3 For investors to be returned their noney if t he
" subscription for wunits was not reached on the date of
cl osi ng.
DECI SI ON

It is the opinion of the Commssion that in order
for Anbrosia to close on Novenber 30, 1986 as per its Oder
and O fering Menorandum as anended, it needed three things:

1. Subscription forns signed by subscribers to the issue;
5 Deposits in a trust account in Canada in the amount of at

| east $60, 000 representing $1,000 from each of 60 units
sol d; and
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3. Letters of credit for $8,6500.00 each in favour of the Hong
Kong Bank either in place wth the Hong Kong Bank, or
Anbrosia Venture Fund Inc. or the trustee, to be provided
to the Hong Kong Bank at a future time, representing 60 or
nore units subscri bed.

Therefore, as of the date of closing, there should
have been at |east 60 subscription forns, $60,000 on deposit
and 60 letters of credit or if there were multiples, then
ﬁqugl to the aggregate anount of $570,000 less the cash on

and.

Dealing with each of the three matters in issue as
fol |l ows:

1. Subscription Formns

Evi dence was tendered showing that there were nmany nore
than 60 people who signed subscription forns. Some of
those who signed subscription forns were represented on
the affidavits that were presented to the Conm ssion as
havi ng bought units. However, some did not buy any units.
The Conmission is satisfied that on the date of closing
there were sufficient subscription forns.

2 $1,000.00 Deposits

The Comm ssion found that there were an insufficient nunber
of deposits held by the ~conpany on or before the
cl osing date.

It was admtted by M. Hawish that sone of the cheques for
$1,000.00 were actually held in files wthout bei ng
deposited in the bank on Novenber 30th.

According to the report done by the accounting firm of
Peat Marwick for the Venture Capital Corporation Program
Branch, even if those cheques which were held incorrectly
by the pronpoters were deposited imrediately after Novenber
30th, there would still be insufficient funds representing
60 deposits. That report showed that by Decenber 3, 1986
t here would have been 30 units with deposits with the
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remai nder trickling in through Decenber and January.

Testinmony was provided to the Commission by two wtnesses
who the Comm ssion believed, that salesnen of the wunits
actually asked clients to back-date sonme cheques to before
the Novenber 30th date. This my have occurred wth
ot hers.

The pronoters, M. Hogan's and M. Hawish's deposits were
not deposited until January 5, 1987.

Accordingly, there is no doubt in the Conm ssion that
deposits for subscriptions were not sufficient on the 30th
of Novenber, 1986 to close this transaction.

3. Letters of Credit

The third item that was required by Novenber 30, 1986 were
letters of credit which would represent at least 60 units
or $510, 000. 00. By the adm ssion of M. Hawish nost of
these letters of «credit were not provided to Anbrosia

Venture Fund Inc. In fact, sone letters of credit are
still outstanding. Many letters of credit were not provided
for until April, My or June of this year.

It is comon commercial practice that letters of credit
can be acquired in a reasonably short period of tine.
Letters of credit are not new to the commercial market.
On the date of closing they all should have been in the
hands either of the trustee, Anbrosia Venture Fund Inc. or
the Hong Kong Bank (in whose favour the letters of
credit were all to be drawn).

Evi dence showed that sone letters of <credit were not

received indeed wuntil July. It also showed that sone
letters of credit cane in January, February, and March of
1987 after much urging by sonme of the pronoters. Tr ue

sophisticated investors should not have that kind of
difficulty in obtaining letters of credit.

The effect of these serious shortcomngs at the tine
of closing left the conmpany with insufficient funds to begin
t heir business. Testinony was received from M. Hogan who
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said that $570,000.00 was the m ni num anount of noney to nake
the Food Factory go. Yet on Novenber 30th no one knew exactly
how nmuch noney they really had. In spite of this, liabilities
were incurred and renovations were begun on the restaurant.
Proceeding on the venture w thout know edge of what they were
to be working with could not only put people with whom the
restaurant was dealing for renovations in jeopardy, it
seriously put the sharehol ders that had subscribed into a "no
Wi n "situation.

The date of closing in the securities business is an
extrenely inportant date. Comrercial practice in other
busi nesses also dictate the date of closing or conpletion is
the key date of a commercial transaction. It is the date when
buyers and sellers know that all that is needed to transfer
shares is available. All the nmoney is in and all the
conditions are net. Simlarly in real estate, the parties to
the transaction nust have all the financing in place and
conditions nmet before the property is conveyed.

The cl osing date nmust have neant sonething to the pronoters in
this issue otherw se cheques would not have been back-dated
nor would extensions in tinme be granted by the Securities
Commi ssion. In all cases, the Comm ssion had been flexible in
their dealings with Anbrosia to give them adequate tine to get
sufficient funds for their business.

Affidavits were tendered and assurances were given
to the Conmm ssion and Venture Capital Program Branch that
Anbrosia had reached its mninmum anount. However, it was
painfully obvious that it was not the case. The Orders and
the Ofering Menorandum as anended were clear on their face
that all three itenms nust be conpleted by Novenber 30, 1986.
This issue should not have proceeded and the deposits should
have been returned to the subscribers.

Accordingly the Cease Trade Oder affecting all the above
conpani es 1s considered pernmanent.

Argunent was nade before the Comm ssion that the date of
closing in securities law and in respect of this particular
issue is a date only on which sufficient signed subscription.
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forms need to be received by the venture. After the date of
closing it would be wup to the pronoters to collect the
remai nder of noney, be it deposits or letters of credit. | f
this was the case the pronoters would still not have any
i dea what funds they have to work wth. | ndeed, sone people
who signed subscription forns still have not provided letters
of credit. This is no way to start and operate a business.

For that reason alone a Permanent Cease Trade Oder should
i ssue. Shar ehol ders or subscribers should at |east be able to

expect that good business practice wll be wused by the
pronoter and that they wll have sone reasonable expectation
that sufficient funds wll be on hand to neet at |east those

uses of funds that are provided for in the docunentation that
may have been given to them by a pronoter.

Therefore, it is the order of this Conm ssion that a
Per manent Cease Trade Oder for the above reasons be issued
to the foll ow ng conpani es:

Anbrosi a Venture Fund | nc.
Anbr osi a Food Conpany Ltd.
G T Restaurants Inc. and
G T Equities Inc.

DATED at the Gty of Regina, in the Province of
Saskat chewan, this 3rd day of Decenber, 1987.

Eodi- .

W.MT WHEATLEY, CHAIRMAN —
SASKATCHEWAN SECURITIES COMMI ON




