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Preface

The purpose of this guide is to give the reader a
general overview of federal corporate law under
the Canada Business Carporations Act (CBCA). It
provides the basic knowledge and tools that

business owners and operators need to incorpo-

rate and operate a small or medium-sized private

company under the federal corporate law.

The guide provides useful hints to help you
meet CBCA requirements for federal incorpora-
tion and provides instructions on how to incor-
porate on-line. It assumes that you are past the
initial business concept stage and that you have
made or are in the process of making a decision
to incorporate.

The guide focusses on general incorporation
issues for small businesses under the CBCA.
(Note that banking, insurance, and loan and trust
companies, as well as non-profit corporations,
are incorporated under different statutes in
Canada.) Much of the discussion in this guide
applies only to companies with fewer than
15 shareholders, since most small businesses, at
least at the beginning, have fewer than
15 shareholders anyway. It does not describe
matters relating only to publicly held corpora-
tions or only to situation-specific provisions such
as takeover bids or management proxy solicita-
tions. Instead, the focus here is — and stays — on
the information you need to incorporate and run
your small business under federal jurisdiction.

While this guide is aimed at the small, one-
owner corporation, some information that a cor-
poration with several shareholders/directors will
want to consider is included. As you review the
material, you may find that some sections contain
more information than you feel you need at the
start. We suggest you hold onto the guide; as your
business develops, you may want to refer to these

sections at a later time.

The answers to frequently asked questions
and a glossary of terms are included for your ref-
erence. The appendixes contain samples of forms
you may wish to consult before submitting your
articles of incorporation under the CBCA; you
may adapt the wording contained in them for
your own circumstances. There are also samples
of minutes of typical annual general meetings,
resolutions, by-laws and annual returns.

L
Helpful suggestions or sources for more infor-
mation appear in boxes accompanying the

text throughout the guide. Key CBCA provisions
are cited in the text. A camplete copy of the
CBCA is available electronically on the Internet
at the following address:
http://laws.justice.gc.ca/en/title/C.htm|
L]

Instructions on how to contact our corporate
specialists, as well as other federal government
resources for small and medium-sized enter-
prises (SMEs), are included at the back of this
guide in the Contacts section. In addition, the
Corporations Directorate has prepared informa-
tion kits with instructions on how to incorporate
your company and maintain or change its status
under the CBCA. A list of titles and where to
obtain them is included in the Contacts section.

L
A caution: This guide is not legal advice.

It does nat discuss all of the other federal and
provincial/territorial laws that impose
obligations on CBCA corporations and their
operators, nor does it attempt to deal exhaus-
tively with the CBCA. It does, however, provide
the basic knowledge and tools that an SME
operator needs for incorporating and operating
a private company under the CBCA.
L]
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Benefits of Incorporating
SEPARATE LEGAL ENTITY

The act of incorporation gives life to a legal entity
known as the corporation, commonly referred to
as a "company” (throughout this guide, the terms
“corporation" and "company” are used inter-
changeably). A corporation has the same rights
and obligations under Canadian law as a natural
person. A corporation can acquire assets, go into
debt, enter into contracts, sue or be sued, and
even in some situations be found guilty of com-
mitting a crime. A company’s money and other
assets belong to the company and not to the
shareholders.

(CBCA section 15)

Once incorporated, the company's separate
legal status, property, rights and liabilities con-
tinue to exist until the company is dissolved,
even if one or more of its shareholders or direc-

tors sell their shares, die or leave the company.

LIMITED LIABILITY

The act of incorporation limits the liability of a
company's owners or shareholders. As a general
rule, sharehoiders of a company are not liable for
the company’s debts. If the company goes bank-
rupt, then a shareholder will not lose more than
his or her investment (unless the shareholder has
provided personal guarantees for the company's
debts). A creditor cannot sue shareholders for
liabilities (debts) incurred by the corporation,
even though shareholders are owners of the
corporation.

(CBCA section 45)

L ]
Note, however, that if a shareholder has another
relationship with the corporation, for example,
as a director, then he or she in certain circum-
stances may be liable for the debts or liabilities
of the corporation in that capacity.
|

The CBCA, as well as many other federal and
provincial/territorial statutes, imposes various
duties on directors. In general, these duties or
liabilities are imposed where the legislature has
decided that a certain act or failure to act is of
sufficient importance to warrant going beyond
the general rule of limited liability (see Section 4.2,
Duties and Liabilities of Management, of this

guide).

LOWER CORPORATE TAX RATES

A corporation is taxed separately from its own-
ers and generally at a lower tax rate. For exam-
ple, active private companies in Ontario pay a
combined flat tax of less than half that of an
individual in the highest tax bracket on the first
$200 000 of taxable income.

Once dividends are paid out to the share-
holders of a company, those dividends are tax-
able in the hands of the shareholders at the
shareholders' personal tax rate. The corporate
structure does permit some measure of tax
deferral, since you decide when to pay out the
company's earnings by way of dividend. Until you
do so, this money is taxed only at the lower cor-
porate rate, not at the personal rate.

Note that losses from the business cannot be
written off against other personal income the
owners or shareholders may have,

|
For more information on the tax benefits and
implications of incorparation, consult the
Canada Customs and Revenue Agency (CCRA)
(formerly Revenue Canada)Small Canadian
Business Guide. It covers such matters as busi-
ness and professional income, and payroll
deductions. For the CCRA office nearest you,
consult the Blue Pages of your telephone direc-
tory or visit the CCRA on-line (http://www.ccra-
adre.ge.ca). Your accountant or lawyer will also
be able to provide you with comprehensive tax
advice.
|

GREATER ACCESS TO CAPITAL

Raising capital is often easier for corporations
than for other forms of business. For example,
corporations are entitled to issue bonds or share
certificates to those who invest money in the
company. Other forms of business must rely
solely on their own money and loans for capital.
Reliance on these latter means of financing
often limits a business's ability to expand.

Corporations often are able to borrow capital
at a much lower rate than other forms of busi-
ness. This is probably because financial institu-
tions and other sources of financing perceive
loans to corporations as being less risky
investments.

While the reasons are not wholly clear, many
financial institutions believe corporations (as
opposed to partnerships or sole proprietorships}
are better loan risks, and therefore feel more
comfortable providing capital to corporations.
They are supported in this view by studies show-
ing that incorporated businesses are more suc-
cessful than unincorporated ones.

" |
For more information on how SMEs can finance
their business venture, check out Industry
Canada’s Sources of Financing:
http://strategis.gc.cafsources
" |

CONTINUOUS EXISTENCE

Unlike a partnership or sole proprietorship, a
corporation does not cease to exist upon the
death of its owner(s). Even if every shareholder
and director were to die, the corporation would
still live on, and ownership would transfer to
the shareholders' heirs. This assurance of con-
tinuous existence gives a business greater sta-
bility, allowing it to carry out planning over a
longer term and to obtain more favourable

financing terms.

SMALL BUSINESS GUIDE TO FEDERAL INCORPORATION



1.2

Implications of
Incorporating

HIGHER START-UP COSTS

Start-up costs are higher if you choose to incor-
porate rather than carry on business as a sole
proprietorship or partnership. These start-up
costs are directly related to the process of setting
up the corporation, as well as any professional
fees for legal and accounting services. While it is
not necessary to obtain legal advice to incorpo-
rate, it would certainly be worthwhile to do so if
you are considering setting up with a complex
share structure.

On the other hand, the higher start-up costs
may be offset by the lower financing and tax
rates that corporations often enjoy. Moreover,
obtaining financing may be easier because
lenders are generally more accustomed to deal-
ing with corporations than with other forms of

business.

INCREASED PAPERBURDEN

Carrying on business as a corporation may
increase the number of filings you are required to
make. For instance, the CBCA requires that you
file each year an annual return (Form 22 — see
Appendix H of this guide) and also inform the
Corporations Directorate of any changes in your
board of directors andfor location of your regis-
tered office (Forms 3 and 6 — see Appendixes C
and D of this guide). You will also be required to
file separate income tax returns for yourself and
your company, which may lead to an increase in
your ongoing professional costs. Your company is
also required to maintain certain corporate
records (see Section 4.1, Corporate Records, of
this guide). ‘ -

R
The most convenient way to file forms required
by the Corporations Directorate is via the
Internet, through the Corporatians Directarate
Electronic Filing Centre (http://strategis.gc.ca/
corporations). This method has many
advantages: it is less expensive (the incorpora-
tion and annual return filing fees are lower
when paid on-line than when paid through any
other means); it is convenient (you can file from
the office or home 24 hours a day, seven days a
week); and it is fast (you receive immediate
acknowledgment of your filing, and there is
usually same-day or next-day processing). And
there's no need to worry about on-line
payments using your MasterCard® or Visa® —
the Strategis Secure On-Line Electronic
Commerce System ensures that all transactians
are processed with complete security.
L]
Further, you will likely be required to register
your company in any province or territory where
you carry on business. Registration is different
from incorporation. While a company may be
incorporated only once, it may be registered in
any number of jurisdictions to carry on business.
You should contact the local corporate law
administration office in each province or territory
in which you plan to carry on business to deter-
mine what filing requirements you will have

to fulfil.

REQUIRED: DIRECTORS, OFFICERS
AND SHAREHOLDERS
Although a corporation is a distinct legal entity,
it does not have a physical presence. It must act
through people. There are three main types of
persons who may have an interest in a particular
corporation and through whom it acts:

® directors

® officers

e shareholders.

Individuals may hold more than one position
in a company. For example, the same person may
be a shareholder, a director and an officer, or

even the sole shareholder, director and officer.

The directors are responsible for supervising
the management of the company's business.
Your company's articles of incorporation will
specify the number or minimum and maximum
numbers of directors. You must have at least one

director.

. (CBCA sections 6, 102, 105)

Officers may hold positions in the company
such as president, chief executive officer, secre-
tary and chief financial officer. They are appointed
by the board of directors. The duties of the
company's officers are normally found in its
by-laws. In general, the directors assign the officers
the responsibility to manage and execute the
day-to-day business of the corporation.

(CBCA section 121)

Shareholders, who own the company, make
decisions by passing resolutions, usually at
meetings (see Section 5.3, Shareholders'
Meetings, of this guide). One of the most impor-
tant decisions that shareholders make is the
election of directors.

N R
Ifyou are considering a business venture involving
more than one individual (fellow shareholders),
think about obtaining legal advice on entering
into a shareholder agreement. Shareholder
agreements can be useful in establishing the
rules by which the shareholders make decisions
and, most importantly, in resolving disputes
among themselves. While this subject is beyond
the scope of this guide, Section 5.4, Shareholder
Agreements, reviews these documents in very
general terms. '

. ]
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Benefits of Incorporating
Federally

in Canada, you have the choice of 13 provincial
and territorial jurisdictions and one federal juris-
diction of incorporation. While company law
statutes in Canada are quite similar, incorpora-
tion under the CBCA does offer certain distinct

advantages.

HEIGHTENED NAME PROTECTION
One of the reasons most often given by our
clients for choosing federal incorporation is the
heightened name protection provided to federal
corporati'ons, seen as an important element of
the right to carry on business throughout
Canada. While every incorporating jurisdiction in
Canada screens potential corporate names (see
Section 2.1, Choose a Name, of this guide), the
level of scrutiny varies from province to province
and from territory to territory. At the
Corporations Directorate, we apply the most
stringent of tests before granting the right to use
a particular name. What does this stringency
mean to you, the client? it is a guarantee that
once your corporation obtains its name, that
name has a protected status second only to
trade-mark protection.

A related benefit is the constitutional right of
a CBCA company to carry on business anywhere
in Canada. "Carrying on business” includes the
right to do so under your own name. Al corpora-
tions, including CBCA corporations, may be
required by a province or territory to register to
carry on business within its borders, and to regis-
ter its name for exclusive use within that

province or territory. If you are incorporated

under one province's or territory's legislation and
later wish to expand your business to another, a
company name similar to yours may already be in
use in that other province or territory. Only with
CBCA incorporation can you be assured of being
able to operate under your corporation's own

name throughout Canada, both now and later.

LOCATION FLEXIBILITY

incorporation under the CBCA offers flexibility
not available under other jurisdictions. For
instance, the CBCA does not set restrictions
regarding the province or territory where your
head office is located, your corporate records are
maintained and your annual general meetings

are held.

HIGH-QUALITY SERVICE
The Corporations Directorate takes great pride in
its customer service standards. Turnaround times
for various services such as incorporation are a
matter of public record, as are the Corporation
Directorate's results in reaching such standards.
As a service provider in a competitive market,
the Corporations Directorate is always pursuing
ways to make itself more accessible and conven-
ient to clients. For example, it now offers clients
an on-line service that allows you to send docu-
ments, pay fees, and receive documents and
acknowledgments back from the Director under
the CBCA, via the Intemet,

o ———————
The Electronic Business Environment initiative
will ensure that the Corporations Directorate is
as close as your computer. Visit our Web site at:
http://strategis.gc.ca/corporations
L ]

RESOURCE FOR SMALL BUSINESSES
Industry Canada, including the Corporations
Directorate, views SMEs as the key to jobs and
economic growth in our country.

Dealing with a complex piece of legisiation,
like the CBCA or any of the provincialfterritorial
incorporation statutes, can be daunting to many
individuals. Incurring professional fees to help
deal with them can often be beyond the reach of
people starting out in a business venture.

The Corporations Directorate therefore has
invested much time and effort in developing
materials, such as this guide, designed to help
the small businessperson through the steps
involved in starting and operating a corporation.
Most of these are available in both paper
and electronic formats (http://strategis.gc.ca/
corporations). (See the Contacts section at the
back of this guide for a list of these materials.)
Do-it-yourseif information kits on most aspects
of the CBCA, as well as policy statements and
guidelines clarifying the position of the Director
under the CBCA on various matters, are also
available.

New materials are continually being prepared
in consultation with clients. In addition, a great
deal of research and analysis is being done with
respect to developing new services, policies and
legislative or requlatory amendments. For exam-
ple, Industry Canada has recently concluded a
series of cross-country consultations on a project
designed to significantly reform the CBCA and
the regulations.

Regardless of your location in Canada, incor-
poration under the CBCA is available to you.
With federal incorporation comes excellence in
customer service, a focus on accessibility and, of
course, the status of being a federal corporation.

We are your jurisdiction of choice.

SMALL BUSINESS GUIDE TO FEDERAL INCORPORATION






2.1

Choose a Name
(Forms 1, 3 and 6)

FORM 1, ITEM 1

Every corporation needs a name. In order to pro-
tect the public and avoid confusion, this name
must be distinct from the names of all other cor-
porations. All Canadian jurisdictions regulate
corporate names to ensure that the public is not
misted by confusingly similar corporate names.
The degree of scrutiny differs from one jurisdic-
tion to another. The Corporations Directorate
applies the most rigorous of standards for name
granting in Canada.

L]
The Corporations Directorate has prepared a
brochure, Choosing a Name, and the Name
Granting Guidelines, reference documents con-
taining greater detail to help you choose a
name for your corporation {see the Contacts
section at the back of this guide).

WHAT'S IN A NAME?
A corporate name generally contains three
elements:

e 3 distinctive element (perhaps a surname
or other unique term)

* 3 descriptive element (e.g. Manufacturing,
Consulting, Trading)

® 3 mandatory legal element (e.g. Corp., Inc,
Ltd.).

NAME REQUEST

In order to see if your name of choice is available
for registration under the CBCA for your exclu-
sive use anywhere in Canada, you must obtain a
Canada-biased name search called a Newly
Upgraded Automated Name Search (NUANS)
report. You will have to ask a search house to
provide you with this report, which, on average,
costs about $75.

|
A search house is an independent, private sector
business that can verify the availability of your
corporate name choice. See the Yellow Pages of
your telephone directory under “Searchers of
Records.” You can also find a list of service
providers in your area at httpy/fwww.nuans.com
A

IS THE NAME ACCEPTABLE?

You or your search house will then submit the
results of the NUANS search, along with your
articles of incorporation, to the Corporations
Directorate for review to determine if the name
requested is available. Various tests are used, as
explained in detail in the Name Granting
Guidelines. Some of these tests are described
below:

® Does the proposed name contain any
words or phrases that are prohibited?
Examples: "Parliament Hill,"
"RCMP,” “Cooperative,” "Air Canada,”
“United Nations.”

® |s the proposed name obscene?

Is the proposed name too general?

Is it only a geographical name such as
North West Inc., or only an individual's
name such as Joe Smith Inc.?

® |s the proposed name so similar to the
name of another corporation that both
names appear to refer to the same
business?

¢ Does the proposed corporation have a
foreign affiliate with a similar name?
If so, it may be necessary to provide written
consent of the foreign offiliate and add
an element to your proposed name to
distinguish it, such as ABBA Consulting
Canada Inc.

IF YOUR NAME IS REFUSED

Clients at times have been surprised by a refusal
to grant a name, particularly if the NUANS report
appears to indicate that there are no similar
names already in existence. The Corporations
Directorate sometimes must reject a proposed
corporate name simply because it has insuffi-
cient background information on which to base
a name granting decision. If the name you have
chosen is rejected, your articles of incorporation
will be returned to you, along with a request for
you to explain the name more fully. To help
clients propose acceptable company names, the
Corporations Directorate has developed a
Corporate Name Information Form. The additional
information you provide in this form when
requested to do so is often enough to persuade
the Corporations Directorate of the uniqueness
of your chosen name. If not, you will then have
to choose an alternate name and obtain a new

NUANS report, at additional expense.

PRE-APPROVAL OF NAME

If you are uncertain about the availability of the
name you have chosen, you may send along your
NUANS report to the Corporations Directorate
for a name decision letter in advance of filing
yaur articles of incorporation (without paying
the filing fee). if your name choice is accepted,
the letter will reserve it for 90 days while you
prepare the articles of incorporation. If the name
choice is not accepted, you will be spared the
effort and expense of compiling and submitting
the articles of incorporation fruitlessly.

SMALL BUSINESS GUIDE TO FEDERAL INCDRPORATION



NUMBER NAME
It is not always necessary to order and file a
NUANS report. You may instead ask the
Corporations Directorate to assign a number for
your corporation (e.g. 1234567 Canada Ltd.) at
the time your articles of incorporation are
processed. Many SMEs and holding companies
choose this option when a corporate name is not
important, thus ensuring faster processing and
saving the expense of ordering a NUANS report.
Another possibility is to apply for a number
name now and later submit a NUANS report
along with articles of amendment for a change
in name, together with the appropriate fee.
Some of our clients choose this option when
they want to be incorporated quickly, and realize

there may be a delay in finding a suitable name.

FORM 3, ITEM 1 AND FORM s,
ITEM 1

Restate your name request in Form 3, item 1, and
Form @, item 1. If the Corporations Directorate
approves your name choice, it will assign a cor-
poration number to be inserted in item 2 on both
forms. For now, you will leave item 2 blank.
(CBCA sections 10-12: CBCA Regulations 12-28)

Locate Your Registered
Office

(Forms 1 and 3)

FORM 1, ITEM 2

A CBCA company must have a registered office
within Canada. The purpose of the registered
office is to establish a location where official
forms and notices can be delivered to the com-
pany. A post office box may not be used as a reg-
istered office address.

Name the place in Canada where the regis-
tered office is to be located. Do not set out a spe-~
cific civic address in Form 1. It is a good idea to
set out a fairly broad description of this place.
For example, it could be Metropolitan Toronto
instead of a more precise vicinity, say, the City
of Oakville. Then, if your company changes
addresses within the broader location, you can
submit a Form 3 indicating only the change of
address, for which no filing fee is required. (If you
file articles of amendment later to indicate a
change in the broad location, there will be a filing
fee.) Note, however, that too broad a description,
such as “in Canada” or "in the province of British
Columbia” will lead to a rejection of your articles

of incorporation.

FORM 3, ITEMS 3, 4, 5 AND 6
Copy the location information from Form 1, item 2,
to Form 3, item 3.

Provide the civic address of your registered
office in Form 3, item 4. This address must be sit-
uated within the metropolitan area noted in the
previous item.

Since this is your first company address, sim~
ply note “not applicable” or “nfa" in items 5
and 6 of Form 3, which are to be filled in when
you change your registered office address.
(CBCA sections 19, 173; CBCA Regulations —
Forms 1 and 3)

Describe Your Shares
(Form 1)

FORM 1, ITEM 3

An incorporated business can issue shares, which
represent ownership interest in the corporation
and give the holder a say in how the company is
being run through the rights attached to the
shares. You must specify in your articles of incor-
poration how many classes of shares and the
maximum number (usually unlimited) for each
class your company is authorized to issue. Unless
you otherwise specify here, one share entitles the
holder to vote at shareholders’ meetings.

Shares are property, much like a car or house.
The shares and the rights that go with them (you
may often hear the phrase "rights that are
attached to the shares”) can be transferred
(sold), provided that the transfer is made in
accordance with any conditions or restrictions
that apply to the particular shares, discussed fur-
ther below.

|
Under the CBCA any "person” may hold shares
in any company. In addition to an individual, the
definition of "person” includes legal entities
that are not individuals, such as trusts, mutual
funds and other corporations.
L |

CLASSES OF SHARES
Shares in general have three inherent rights:
® the right to vote

o the right to receive dividends (if any have
been declared by the board of directors)

® the right to receive the property of the
corporation remaining after its dissolution.

SUBMITTING ARTICLES OF INCORPORATION



The CBCA permits a company to distribute
these three rights among more than one class
(type) of shares. They can be distributed in any
combination, so long as all three rights are being
assigned. In other words, looking at all of the
share classes together, each of these three fun-
damental rights is assigned to at least one class
but not necessarily to all.
]
Appendixes A and B of this guide illustrate how
different classes of shares can be named and
described in the articles of incorporation.
L]}

There is no limit on the number of classes of
shares you set out in the articles of incorpora-
tion. Classes may be assigned names such as
preferred or common, or they may simply be
alphabetized such as Class A, Class B, etc.
Articles of incorporation with more than one
class of shares often provide for unlimited
common and preferred shares, as shown in the
sample in Appendix B of this guide. The common
shares have the right to vote, the right to receive
dividends behind the preferred shareholders, and
the right to share in the property upon dissolu-
tion. The preferred shares have no voting rights
but are given the right to receive dividends and
to share in the property on dissolution ahead of
the common shares. If there is no difference
between the shares (i.e. only one class is
described in the articles), they are usually

referred to as common shares.

These differences in rights can be useful if
you have investors with different objectives.
Often voting shares are issued to the person(s)
actually running the company (control shares),
while special or preferred shares may be issued
to partners or investors who are not involved in
running the business but who have invested
money in the company with the expectation of
profit and income (investment shares). Thus, the
common shareholder (having votes) runs the
company (with the power to elect directors,
approve all major activities, etc) but may be
entitled to dividends only after the preferred
shareholder (the investor) is paid dividends.
(CBCA sections 6, 24, 26, 42, 43, 140; CBCA
Regulations — Form 1)

O
In most new corporations, it is probably not
necessary to create different classes of shares
on incorporation. If the company is a success
and it is determined later that a more complex
share structure is needed, professional advice
should be sought to make sure that the best
structure has been chosen and that the changes
to your articles (called "articles of amendment”)
are properly prepared.
00

Set Out Restrictions on
Share Transfer
(Form 1)

FORM 1, ITEM 4

When you are incorporating your company, you
must decide whether or not to place restrictions
on the transfer of your company's shares.
Restrictions on the transfer of shares permit the
shareholders and directors to control who holds
shares in your company, because they limit the
ability of shareholders to resell their shares. But
the main reason to place these in your articles
is to ensure that your company is a private
company and so will not have to comply with the
registration and prospectus filings requirements
and other related procedures set out in the CBCA
and provincialfterritorial securities law.

Restrictions on share transfer are one of
three restrictions required for a company to be a
private company. The remaining two are dis-
cussed in Section 2.7, Other Provisions: Private
Company Restrictions/Other Clauses, of this
guide.

The most common share transfer restriction
provides that shares cannot be transferred by a
shareholder without the prior consent, by way of
resolution, of the board of directors or of a
majority of the shareholders (see Schedule | of
Appendixes A and B of this guide).

You should note that you have to make ref-
erence to these restrictions on the share certifi-
cates issued to shareholders in your company.
(CBCA sections 6, 49)

SMALL BUSINESS GUIDE TO FEDERAL INCORPORATION



2.5

Choose Your Directors
(Forms 1 and 6)

FORM 1, ITEM 5

Set out the number of directors of the corpora-
tion. We recommend you specify a minimum anq
maximum number of directors, as shown in
Appendixes A and B of this guide, as a range pro-
vides more flexibility than a fixed number and
may avoid the expense of having to submit arti-
cles of amendment should you decide later to

change the fixed number.

FORM 6, ITEMS 3, 4 AND 5

You must let the public and the Director under
the CBCA know the identity and residential
addresses of the directors of the company. The
Corporations Directorate will review your Form 6
to ensure that your company has one or more
directors and that more than 50 percent of the
directors are ordinarily resident in Canada. The
number of directors listed in Form 6, item 3,
must be within the range indicated in Form 1,
item 5,

Since you are forming a new corporation,
Which has no previous directors, item 4 is not
applicable (insert "nfa"). Then restate the names
and addresses of the current directors in item 5.
(CBCA sections 105, 106; CBCA Regulations —
Form 6)

Set Any Restrictions
on Activities
(Form 1)

FORM 1, ITEM 6

Set out the restrictions, if any, on the company's
business activities. Most companies do not pro-
vide any restriction and simply write “none” in

the space provided.

Other Provisions:

Private Company
Restrictions/Other Clauses
(Form 1)

FORM 1, ITEM 7

In addition to the restrictions on share transfers
noted in Form 1, item 4, many companies adopt
the two remaining "private company restric-
tions." They are inserted in the articles of
incorporation to ensure that your company is a
private company, and so will not have to comply
with the registration and prospectus filings
requirements and other related procedures set
out in the CBCA and provincial/territorial
securities law.
D
Most small businesses are private companies,
and virtually all start out that way. Therefore,
private company restrictions should appear in
the original articles of incorporation of almost
every small business.
O

To be a private company, you must restrict
the number of shareholders in your company to
50 or fewer (not including employees). This is
done by adding a clause to this effect in your
articles of incorporation (see Schedule I of
Appendixes A and B of this guide).

To be a private company, you cannot offer
shares to the public. You must add a clause to
this effect also in your articles of incorporation
(see Schedule Il of Appendixes A and B of this
guide).

SUBMITTING ARTICLES OF INCORPORATION
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L |
Note that although share transfer restrictions
ore set out in o separate item in your articles of
incorporation, all three types of restrictions
must appear for your company to qualify as a
private company.
L |
If you later decide to offer shares publicly,
these restrictions will have to be removed by
submitting articles of amendment and paying
the appropriate filing fee. However, you will have
the comfort of knowing that all previous share
issuances were valid, since there was no need to
comply with registration and prospectus require-

ments under securities law.

Sign Your Articles of
Incorporation

(Forms 1, 3 and 6)

Articles of incorporation are signed by the incor-
porator(s), who is (are) competent, at least
18 years of age and not in a status of
bankrupt. Incorporators may — but need not —
be directors or shareholders of the company after
it is organized.

In addition to signature(s), Form 1 requires
the names and addresses of all incorporators.
Forms 3 and 6 require only one signature, along
with the date and position of the informant.

All three forms must be submitted to the
Corporations Directorate, either by traditional
means or electronically. Each form must bear
original signatures, unless submitted electroni-
cally, in which case the paper copy, manually
signed, is to be maintained in the records of the
corporation.

{CBCA sections 5-9)

Remit the Filing Fee -

The filing fee must be submitted to the
Corporations Directorate along with the three
required forms. It may be paid by cash,
MasterCard®, Visa® or cheque made payable to
the Receiver General for Canada in the amount
of the applicable filing fee. Filing fees are lower
when paid on-line (by MasterCard® or Visa®
only) than when paid through any other means.
In the spring of 2001, the fees were reduced to
$200 when submitted on-line and $250 for all
other means. When payment is made through
the Corporations Directorate Electronic Filing
Centre, the Strategis Secure On-Line Electronic
Commerce System ensures that on-line credit
card payments are processed with complete
security.

(CBCA Regulations — Schedule 1l

SMALL BUSINESS GUIDE TO FEDERAL INCORPDRATION






12

3.1

Elect Directors

The first director(s) of the corporation is (are)
named in Form 6 — Notice of Directors or Notice
of Change of Directors, which is filed with your
articles of incorporation. These directors hold
office from the date the certificate of incorpora-
tion is issued by the Corporations Directorate
until the first meeting of shareholders, at which
time the shareholders will elect directors to
replace the first directors.

The people elected to the board of directors at
the first directors’ and shareholders’ meeting
may be the same people listed in Form 6, which
was submitted with your articles of incorpora-
tion. If new individuals are elected to the board,
your company must file a new Form 6 indicating
the change of directors within 15 days follow-
ing that electian.
R

The company’s directors are responsible for
the overall supervision of the affairs of the cor-
poration. They approve the company's financial
statements; make, amend and repeal by-laws;
authorize the issuance of shares; and call and
conduct directors’ and shareholders’ meetings.
The directors in turn usually appoint officers,
who are responsible for the day-to-day opera-
tions. In a small, private corporation, one individ-
ual may act as sole shareholder, director and
officer.

For certain company activities, shareholders
must give their approval. For others, the directors
(and officers, if the directors have authorized
them) can make important decisions in a corpo-
ration without shareholder approval. In this

sense, shareholders rely.on directors and officers

(together referred to as the "management”) of
their corporation to operate the company's day-
to-day activities in a way that protects the
shareholders' investment.

At the first meeting of shareholders and at
each following annual general meeting at which
an election is required (depending on the length
or term of office the shareholders choose), share-
holders elect directors. These directors will hold
office for a term expiring no later than the close
of the third annual general meeting of share-
holders after such election. If no term is stated,
the directors hold office until the next annual
general meeting of shareholders. Once a direc-
tor's term has expired, subject to what you have
put in your company's by-laws, that individual
can be re-elected as a director.

{CBCA sections 2, 102, 103, 106, 113)

WHO CAN BE A DIRECTOR?
A director must be:
® at least 18 years old
* of sound mind (mentally competent)

* an individual (a corporation cannot
be a director)

® not in a status of bankrupt.

In addition, a majority of the directors of a
corporation must be individuals who are ordinar-
ily resident in Canada. You should keep this in
mind when electing directors, and also when fill-
ing vacancies. There is no requirement for a
director to hold shares in the corporation, nor is
there any restriction against their holding shares.
(CBCA sections 2, 105)

FILL YOUR BOARD OF DIRECTORS

Your company must have at least one director. In
your articles of incorporation (Form 1, item 5),
you will have specified the number of directors
your company is to have, either a fixed number

or a range (say, from one to ten).

It sometimes happens that because of death,
resignation or disqualification of a director or
directors, there is a vacancy on the board of
directors. If this occurs, provided that the num-
ber of directors elected constitutes a quorum
(the minimum number of directors required to be
present at a meeting, as specified in your com-
pany's by-laws), the board may exercise all pow-
ers of directors. Also, the directors remaining on
the board may fill the vacancy or vacancies on
the board.

The directors may also wish to increase their
number or change the minimum number of
directors. To do so, they will need approval of the
shareholders to amend the articles of incorpora-
tion. Alternatively, they may appoint additional
directors between annual general meetings, if
such provision is made in item 7 of the articles of
incorporation (see Schedule Il of Appendixes A
and B of this guide).

Shareholders may decide that, for any variety
of reasons, they want to remove a director they
had pfeviously elected. This is a simple proce-
dure: it generally requires the approval of a
majority of the votes represented at a meeting of
shareholders called for the purpose of removing
the director.

(CBCA sections 2, 106, 108, 109, 111)

e e
If the compositian of your board of directors
changes, either through the filling of a vacancy
or the removal of a director, your company must
file Form 6 — Notice of Directors or Notice of
Change of Directors within 15 days following
that change.

SMALL BUSINESS GUIDE TO FEDERAL INCORPORATION



3.2

Appoint Officers

Once elected, one of the first activities
undertaken by directors is the appointment of
officers of the corporation. The officers designated
can be president, secretary or any other office
you wish. These officers take responsibility for
the day-to-day operations of the company.

The CBCA does not impose any restrictions on
who can be an officer of your corporation, other
than to require officers to be individuals. Officers
may or may not be shareholders, and they may or
may not also be directors of the corporation.
There is no reason why the same individual
cannot act as a director, officer and share-
holder simultaneously. In fact, for many small
businesses, one individual is the sole director,
officer and shareholder.

(CBCA sections 2, 121)

3.3
Appoint Auditors

At the organizational meeting, directors can also
appoint the company's first auditor(s), who will
hold office until the first shareholders’ meeting;
thereafter the shareholders appoint the auditors.
Once the shareholders meet, however, the share-
holders may choose to waive the audit require-
ment, provided that all voting and non-voting
shareholders agree. Most companies will retain
the services of an accountant to prepare the
financial statements.

A company must keep up-to-date financial
statements. Copies do not have to be filed with
the Director under the CBCA, unless the corpora-
tion distributes ifs shares to the public (that is, it
is listed on a securities exchange).

(CBCA sections 104, 160-163; CBCA
Regulation 49)

All financial statements must be prepared in
accordance with Generally Accepted Accounting
Principles, as set out in the CI/CA [Canadian
Institute of Chartered Accountants] Handbook —
Accounting and modified from time to time.

Copies of your financial statements must be
given to the shareholders at least 21 days before
your company's annual general meeting each year.
(CBCA sections 155, 157, 158, 159; CBCA
Regulations 44, 46)

Issue Shares

One of the first corporate activities undertaken
by a company following incorporation is the
issuance of shares. Persons become shareholders
when a company "issues” shares in that person's
name, or records a transfer of previously owned
shares to a person. Generally, unless you provide
differently in your articles of incorporation or
by-laws, shares can be issued whenever, to
whomever and for whatever value the board of
directors of your company decides.

Issuing shares is not complicated. Directors
can decide to issue shares by majority vote. The
directors' decision (called a resolutioﬁ) to issue
the shares must be recorded in the company's
minute books. A share cannot be issued until
full consideration {payment) for that share is
actually received by the corporation. This consid-
eration is generally in the form of money,
although it can also be in the nature of services
or property given to the company. The consider-
ation paid for the shares, in whatever form has
been agreed to by the directors, is the individ-
ual's investment in the corporation.

Once a share has been issued, the shareholder
is entitled to a share certificate. This certificate
must state the corporation's name, as set out in
the articles of incorporation. It also must set out
the name of the shareholder and the number and
class of shares it represents. Finally, if your arti-
cles of incorporation contain restrictions on the
transfer of shares in your company (as do most
small companies; see Section 2.7, Other

Provisions: Private Company Restrictions/Other

“Clauses, of this guide), there must be a

reference to these restrictions on the share
certificate itself.

Shares are issued without nominal or share
value. No monetary value is set out on the
certificate.

(CBCA sections 6, 25, 26, 49, 50)

ORGANIZING YOUR COMPANY
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Make By-Laws

You may also want to make some by-laws for the
internal operations of your company. By-laws are
basically an agreement between the company
and its shareholders, setting out the rules by
which the corporation will function. For exam-
ple, you may wish your company to have some
rules that are not dealt with in the CBCA. For
some rules, even if they are covered in the CBCA,
you may wish to modify them.

A sample by-law is presented in Appendix F of
this guide. You may modify it to suit the needs
of your company.
S

For instance, the CBCA provides that the
location of shareholders' meetings can be set by
the directors, unless the by-laws set out a differ-
ent rule. One possibility is that shareholders'
meetings will always be held at the registered
office of the corporation.

By-laws can also modify other powers given
to the directors of the company under the CBCA.
For example, instead of the directors having the
sole authority to issue shares, the by-laws could
make all share issuances subject to shareholder

approval.

By-laws can also deal with matters such as
the appointment, qualification and duties of the
officers of the company. Detaiis could spell out
who sets the salaries for directors and officers,
the procedure for calling directors’ and share-
holders' meetings, and what minimum number
of people have to be present at meetings to
establish quorum for business to be legally trans-
acted. Other topics often found in by-laws
include the date of the corporation’s financial
year-end, banking arrangements, indemnifica-
tion provisions and salary or other remuneration
of directors and officers. Some companies also
adopt a particular set of rules of conduct for
directors’ and shareholders’ meetings, such as
Robert's Rules of Order.

Unless your by-laws provide differently, the
directors have the power to make, repeal and
amend by-laws. All by-laws and by-law changes
(including repeal) require shareholder approval.
This approval must be received at the first regu-
lar meeting of the shareholders after the by-law
has been passed by the directors. Even though a
by-law does not receive approval until that
meeting, the effective date of the by-law is the
date of original passing by the directors. For a
company with only one shareholder/director/
officer, meetings are not necessary, and these
approvals may be done through written resolu-
tion only (see Appendix E of this guide).

(CBCA sections 25, 103, 104, 114, 121, 125, 132,
139-141)

SMALL BUSINESS GUIDE TO FEDERAL INCORPORATION
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Corporate Records

Your company is required to keep certain corpo-
rate records at the registered office of the cor-
poration or elsewhere in Canada as set out in
your by-laws. These records may be examined by
the shareholders and creditors, such as suppliers,
of the company on request. These records are:

® articles, by-laws and a copy of any unani-
mous shareholder agreements

® minutes of meetings and resolutions of
shareholders

® copies of Form 6 — Notice of Directors or
Notice of Change of Directors that have
been filed

® a share register showing the names and
addresses of all shareholders and details of
shares held.

(CBCA sections 20-22, 50)

|
Although you are not required to maintain a
minute book under the CBCA, you will often
hear this term. Corporate records are commonly
maintained in a single book referred to as the
minute book of the corporation. These are avail-
able at legal stationers and search houses.

L =

Duties and Liabilities of
Management

Because of the scope of the authority that is
given to directors and officers, the law imposes a
wide range of duties and liabilities on the man-
agers of a corporation. These duties arise under
the CBCA, other federal and provincial/territorial
statutes and, historically, through court deci-
sions. In general, these duties reflect the position
of trust that management holds in relation to
the company and its owners, the shareholders.

Among the most important of the duties set
out in the CBCA is the duty of care. This duty
requires directors and officers to act honestly, in
good faith and in the best interests of the com-
pany. They must exercise at least the level of care
and diligence that a reasonable person would
exercise in comparable circumstances. This duty
makes it clear that directors and officers must
act in the interests of the company, as opposed
to their own personal interest.

Directors and officers may not avoid liability
because they did not know what the company
was doing. In other words, there is a positive
obligation on each director and officer to be
informed of what is going on within the scope of
his or her authority, and to make sure that what
is being done is legal and in the best interests of
the company. In doing so, the CBCA permits
directors to rely on the reports of experts, such as
financial statements or legal opinions, in certain
circumstances. .

The CBCA also seeks to avoid conflicts
between the interests of the company and those
of the directors or officers. For instance, directors
and officers are required to disclose in writing
any personal interest they may have in a con-
tract with the corporation. Failure to disclose
could be grounds for a court to set aside the con-

tract upon application by the company or a

shareholder. The CBCA also imposes certain spe-
cific liabilities; for instance, directors are person-
ally liable for up to six months' worth of unpaid
wages to employees of the company and for any
unpaid source deductions.

Because of the extent of liability imposed on
the directors and officers of your company, you
may want to consider some means of protection.
For instance, your corporation may purchase
insurance for directors and officers against any
liabitity for which they become responsible when
acting as a director or officer. The company may
also indemnify (i.e. compensate for loss; promise
to pay for any costs incurred by a person in cer-
tain circumstances) its directors and officers for
costs they have to pay, except where the director
or officer has failed to act honestly and in the
company's best interests.

(CBCA sections 118-124)

Directors must at all times remain free to
assess what is in the best interests of the com-
pany and to act on this assessment. For this rea-
son, directors cannot prepare an agreement
among themselves in advance on how they will
act in a given future situation.

However, all of the shareholders of the com-
pany may enter into a unanimous shareholder
agreement that transfers some or all of the
directors’ responsibilities and powers to the
shareholders. If power is transferred away from a
director, that director cannot be responsible for
not exercising that power. (Unanimous share-
holder agreements are discussed in more detail
in Section 5.4, Shareholder Agreements, of this

guide.)
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Meetings of Your Board of
Directors

Since directors are responsible for overseeing the
operations of the company, there are many occa-
sions when a directors' meeting may be neces-
sary. After the initial organizational meeting,
boards of directors of most companies meet on a
regular basis, such as monthly, quarterly or even
annually, depending on the needs of your com-
pany, to oversee the operations of the business.
Directors may also need to meet to conduct spe-
cial business. For example, directors’ meetings
are required to replace retired directors or offi-
cers, make by-laws, issue shares or recommend a
significant change in the way the corporation
conducts its business. Directors must also meet to
call the annual general meeting of shareholders
and to approve financial statements. Immedi-
ately after the annual general meeting of
shareholders, the directors just elected meet to
appoint officers for the coming year.

Meetings of the board can be held whenever
and wherever the board wants, unless the by-
laws or articles of your company say differently.
A quorum of the directors must be present and a
majority of them must be resident in Canada.
(CBCA sectians 103, 104, 110, 114, 117)

L]
The CBCA permits directars ta canduct business
by using signed resalutians instead of halding
actual meetings. This can be very useful in a
small business having anly a few directars

{ar even ane). In additian, yaur directars may
participate in a meeting by way of telephane

or other electronic means, so long as all partici-
Pants in the meeting can cammunicate fully.
. ]

Annual General Meetings of
Shareholders
Annual general meetings are meetings of the
shareholders of the corporation, which must be
held each year during the company's existence.
The directors of a company must call the first
annual general meeting within 18 months of its
date of incorporation, and some corporations
hold this meeting following the organizational
meeting of directors. After the first meeting, the
corporation must hold a general meeting within
15 months of its previous annual general meeting.
At the annual general meeting of share-
holders, provided a quorum is present, the
shareholders appoint auditors, elect directors,
review financial statements and raise any other
business they wish to address.

L ]
Appendix G af this guide pravides a sample
notice af an annual general meeting ta be held,
tagether with a sample of the minutes of such a
meeting. The agenda and the proceedings can
be modified fram this sample according to the
circumstances for yaur own company to ensure
that all of the required business is canducted.
]
The annual general meeting should be held at
the place in Canada where the registered office
is situated or as specified in your company's by-
laws or such other place as the directors deter-
mine. Your company must send notice of the
time and place of the meeting to shareholders
entitled to vote not more than 50 and not less
than 21 days before the date of the meeting.
For example, if the meeting is to take place on
May 20, the notice should not be sent sooner
than April 1 nor later than April 30. Unless the
articles of incorporation otherwise provide, each
share of the company entitles the holder of the

share to one vote.
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L]
Section 136 of the CBCA permits sharehalders
ta waive natice of meetings (attendance is
generally deemed ta be waiver af natice). This
is useful far campanies having only ane or
twa sharehalders. Furthermare, if all af the
sharehalders af a carporation entitled ta vote
sign a written resalution dealing with items
usually covered at the meeting, na meeting is
necessary.
L |

A shareholder entitled to vote has the right to
appoint a proxy holder to attend and vote at
any shareholders' meeting on behalf of that
shareholder. For a company having 15 or more
shareholders, special rules apply. For example,
management would have to send a form of proxy
and management proxy circular along with
notice of a meeting, but these rules are beyond
the scope of this guide (see Section 5.3,
Shareholders' Meetings, of this guide for more
information on shareholders' meetings in private
companies).
(CBCA sections 132, 133, 135, 136, 139, 140;
CBCA Regulatians 32-36)

COMPLYING WITH THE CBCA
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Common Filing
Requirements

The table below illustrates the CBCA filings you
will, or may, be required to make. Note that the
list does not address many possible changes to
your articles nor requirements specific to public

companies.

ANNUAL RETURN
Every corporation must submit an annual return

to the Corporations Directorate using Form 22 —

Annual Return {see Appendix H of this guide for
a sample form correctly filled out), either by tra-
ditional means or electronically through the
Corporations Directorate Electronic Filing Centre.
The annual return contains information
such as:
e the corporation's taxation year-end date

® changes in directors’ or registered office
address

® whether the corporation has 15 or more
shareholders.

Annual returns must be filed within six months

of the taxation year-end of your company.

COMMON FILING REQUIREMENTS

Event or Occurrence

Action Required

Form

D
Industry Canada and the Canada Customs and
Revenue Agency permit you to file your annual
return information together with your
corporate income tax return using Schedule 80
to the T2 Corporate Income Tax Return. Since
January 1, 1999, the date for filing your annual
return has changed to within six months of the
taxation year-end of your corporation, the same
date by which your corporate income tax return
must be filed.
L

An annual return filing fee must be submit-
ted to the Corporations Directorate along with
your annual return. It may be paid by cash,
MasterCard®, Visa® or cheque made payable to
the Receiver General for Canada in the amount

of the applicable filing fee. The annual return

CBCA Reference

The company changes the civic
address of its registered office
within the place in Canada where
its head office is located

Notify the Director under the
CBCA within 15 days after the
change (no fee required)

Form 3

s. 19

{see Appendix C of this guide)

The company changes the civic
address of its registered office
outside the place in Canada where
its head office is located

Submit articles of amendment and
notify the Director under the CBCA
within 15 days after the change
(fee of $200)

Forms 3 and 4
{articles of amendment)

ss. 19 and 173(1)(b)

The company changes directors,
within the minimum and maxi-
mum numbers provided in Form 1

Notify the Director under the
CBCA within 15 days after the
change {no fee required)

Form 6

ss. 106, 113

(see Appendix D of this guide)

The company changes directors
and changes the minimum and/or
maximum numbers provided in
Form 1

Submit artictes of amendment and
notify the Director under the CBCA
within 15 days after the change
(fee of $200)

Forms 4 and 6
(articles of amendment)

ss. 106, 112, 113, 173{1)(m)

There is a change in the names
or residential addresses of the
company's directors

Notify the Director under the
CBCA within 15 days after the
change (no fee required)

Form &

s. 113

(see Appendix D of this guide)

Annually

File an annual return with the
Director under the CBCA within six
months of its taxation year-end
(fee of $20 when paid on-line
through the Corporations
Directorate Electronic Filing
Centre; fee of $40 when paid by
any other means)

Form 22

s. 263; Regulations Schedule Il

(see Appendix H of this guide)

Note: Fees may be paid by cash, MasterCard®, Visa® or cheque made payable to the Receiver General for Canada.
A
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filing fees are lower when paid on-line (by
MasterCard® or Visa® only}) than when paid
through any other means. In the spring of 2001,
the fees were reduced to $20 when submitted
on-line and $40 for all other means. When pay-
ment is made through the Corporations
Directorate Electronic Filing Centre, the Strategis
Secure On-line Electronic Commerce System
ensures that on-line credit card payments are
processed with complete security.

(CBCA section 263; CBCA Requlations —
Schedule 1)

b ]
A complete list of current fees is available from
the Corporations Directorate — see the Contacts
section at the back of this guide.
U

CERTIFICATE OF COMPLIANCE

You may be required at some point in time to
provide to a supplier, banker, etc. a certificate of
compliance for your company. A certificate of
compliance is issued by the Director under the
CBCA at the request of the company or another
interested party. It states that the company in
question has paid all fees and has filed specific
forms required under the CBCA.

The need for a certificate of compliance usu-
ally arises in the context of a financing transac-
tion such as a loan. Another example is when
someone is making a substantial equity invest-
ment and wants assurance that your corporation
has not been dissolved.

ADMINISTRATIVE DISSOLUTION AND
REVIVAL

It is important to comply with the filing require-
ments set out in this section, especially the
annual return.

In the case of repeated or persistent non-
compliance with the Act or non-payment of fees,
the Director under the CBCA could dissolve your
corporation, which would end its existence. This
may happen, for example, if your company
fails to file its annual return (Form 22 — see
Appendix H of this guide for a sample).

Notices from the Corporations Directorate
pertaining to non-éompliance under the CBCA
are sent to the address on record. If a response is
not received, perhaps because the notices cannot
be delivered due to the corporation's failure to
submit the correct address in Form 3, the
Director under the CBCA could proceed with a
dissolution, even though the corporation does

not want to be dissolved.

The Corporations Directorate will make sev-
eral attempts to have the company correct any
filing deficiencies by sending out notices of non-
compliance (provided, of course, that it has the
correct mailing address on file). If the company
still does not comply (for example, by filing the
outstanding form(s) after notice has been sent},
the Director under the CBCA will issue a certifi-
cate of dissolution, and the corporation will
cease to exist.

For a corporation to become re-activated, it
will have to go through a procedure known
as revival. It will have to remedy the non-
compliance, file articles of revival and remit the
prescribed fee for revival.

(CBCA sections 209, 212-214)

[
An information kit detailing all the required
steps for a revival is available from the
Corporations Directorate (see the Contacts
section at the back of this guide).
D
There are additional circumstances under
which the Director under the CBCA has the
power to dissolve corporations. Alternatively, the
Director under the CBCA may seek compliance
through civil court action for specific acts of

non-compliance.

COMPLYING WITH THE CBCA
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Becoming and Ceasing to

Be a Shareholder

A person becomes a shareholder by acguiring
shares from the company or an existing share-
holder. The basic ways of becoming a shareholder
are:

* purchasing shares that have not previously
been issued by the company (referred to
as "buying shares from treasury”), either
on incorporation or later

* buying shares in the company from an
existing sharehalder (in accordance with
the terms set out in your articles) and
having the company register the transfer.

A person ceases to be a shareholder once his
or her shares are sold either to a third party or
back to the company (all in accordance with the
articles of your corporation), or when the com-
pany is dissolved.

(CBCA sections 25, 48, 49, 76, 213)

Shareholder Resolutions
Broadly speaking, shareholders exercise most of
their influence over how the corporation is run at
shareholders' meetings through resolutions.

L= e e
Note that the term “resolution” can take on dif-
ferent meanings depending on the context:

» g written record of decisions taken in lieu of
an organizational meeting (see Appendix E of
this guide)

e a decision made at an annual or special meet-
ing based on the required number af votes in
favour by shareholders entitled to vote (see
Appendix G of this quide)

e g document signed by all shareholders in lieu
of a meeting of shareholders.
L |

There are two main types of shareholder
resolutions:

* Ordinary resolutions: require a simple
majority (50 percent plus 1) of votes cast
by shareholders. Examples are decisions
shareholders take on a regular basis,
such as electing directors and appointing
auditors.

Special resolutions: must have the
approval of two thirds of the votes cast.
Examples are unusual activities such as
changing the corporation name, selling all
or substantially all the company's assets
or changing the primary line of business
(i.e. important questions that affect the
company as a whole).

(CBCA sections 2, 142)

Shareholders’ Meetings
Shareholders usually exercise their influence
over how the corporation is run at shareholders'
meetings (see also Section 4.4, Annual General
Meetings of Sharehoiders, of this guide). The
CBCA and your company's articles and by-laws
set out rules about meetings, including minimum
notice periods and who can attend and vote. In
order for the decisions (resolutions) taken at the
meeting to be binding, these detailed require-
ments must be met. Specific additional rules apply
for companies with 15 or more shareholders,
which are not dealt with in this guide.

L]
In a small business, the same one or two people
may be acting os directors, officers and share-
holders, and meetings will not necessarily occut.
One- or two-person companies often prefer

to use written resolutions rather than hold

a formal meeting. If every shareholder signs

a written record setting out the terms of the
necessdry resolutions, then a shareholders’
meeting need not be held.
R

A shareholder's ability to attend and vote at
a meeting depends on the rights attached to the
class of shares that person is holding. As a gen-
eral rule, sharehalders entitled to vote at a meet-
ing are entitled to attend the meeting. (While the
CBCA provides holders of non-voting shares the
right to attend certain meetings and vote on cer-
tain fundamental issues, a discussion of these
issues is beyond the scope of this guide.)
(CBCA sections 132-135, 140)
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CALLING A SHAREHOLOERS'
MEETING

Directors have the duty to call meetings of vot-
ing shareholders and, in special circumstances,
of all shareholders. Shareholders who own 5 per-
cent of the issued voting shares of a company
can require the directors to call a meeting of
shareholders. Shareholders’ meetings are nor-
mally called by the directors of the corporation.
The board is required by the CBCA to call an
annual general meeting within 15 months of the
preceding one.

(CBCA sections 133, 143)
]
In practice, many companies tend to hold
annual meetings around the same time

each year, and usually within six months of

the campany's fiscal year-end.
000

Directors must send out the notice of meet-
ings to shareholders within the time frame set
out in the CBCA or as modified by your by-laws.
A shareholder can waive notice of a meeting.
Attendance at the meeting is considered waiver
of notice, unless the shareholder attends the
meeting to complain about improper notice.

The notice for a special meeting (see next
section) not only must state the time and place
of the meeting, but also must provide the share-
holders with enough information to know in
advance what they will be asked to consider and
Vote on at the meeting.

(CBCA sections 2, 132-136)

SHAREHOLDERS' MEETING
REQUIREMENTS

A quorum of shareholders must be present or
fepresented at the meeting, or no business can

be conducted that is binding on the company. A

Quorum is the minimum number of votes_

required to be represented at the meeting, which
is a majority, unless your by-laws provide a lower
or higher quorum. -

(CBCA sections 139-141)

The company must keep a written record of
the meeting. The record usually includes infor-
mation such as where and when the meeting
was held, who attended and the results of any
voting. These records are commonly referred to
as minutes and are kept in the corporation’s
minute book.

(CBCA sections 20, 21, 142)

L |
If all shareholders sign a written resolution set-
ting out the terms of their resolutions instead of
holding a meeting, these also should be kept in
your minute book.
]

Under the CBCA, there are two specific types
of shareholders’ meetings:

e Annual general meetings: Under the
CBCA, your company must hoid an annual
general meeting within 18 months of its
incorporation, and thereafter within
15 months of the previous annual general
meeting. At an annual general meeting,
the foillowing four items must be on the
agenda:

—consideration of the financial
statements

—appointment of the auditor
(unless all shareholders have agreed
not to appoint an auditor)

—election of directors

—any other business matters that
come up.

S —
Although the term "any other business” is quite
vague, directors cannot deliberately leave an
item off the agenda (which would have the
effect of preventing shareholders from prepar-
ing for the discussion) and then bring the
matter up as "other business.” Rather, this is the
place on the agenda for shareholders to raise
and discuss matters of concern to them.
O

® Special meetings: Meetings of the
shareholders may also be called to deal
with specific questions or issues, such as
whether to approve a fundamental
change (e.g. change of name) that the
directors of the company are proposing.
Generally, the directors will call a special
meeting of the shareholders when they
want to take a particular activity or deal
with a special issue requiring shareholder
approval, such as amendments to articles.

(CBCA section 133)

As a very general rule of thumb, ordinary
resolutions are required at annual general
meetings, and special resolutions are required
at special meetings.

It is often convenient to combine special
meetings with annual general meetings. Under
the CBCA, this process is allowed, but notice of
the meeting must clearly indicate that there
will be special business to consider.

(CBCA sections 2, 132-136, 139, 140-142)

SHAREHOLDERS
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Shareholder Agreements

A shareholder agreement is an agreement

- entered into by some, and usually all, of the

shareholders of a corporation. The agreement
must be in writing, and must be signed by the
shareholders who are a party to it. While share-
holder agreements are specific to each company
and its shareholders, most of these documents
deal with the same basic issues.

The relationship among shareholders in a
small company tends to be very much like a part-
nership, with each person having a say in the sig-
nificant business decisions the company will be
making. Obviously, a shareholder agreement is
not necessary in a one-person corporation.
However, you may consider entering into a
shareholder agreement if you have more than
one shareholder, or when you want to bring in

other investors as your business grows.

MANAGEMENT OF THE COMPANY
AND RELATIONS AMONG
SHAREHOLDERS

Under the CBCA, in the absence of a shareholder
agreement, the board of directors has control
over the management of the company. Because
directors are elected by ordinary resolution of
the shareholders, if one of them has more than
50 percent of the votes, that shareholder alone
can decide who will sit on the board. In a small
corporation, minority shareholders (those with a
small stake in the company) may not feel ade-
quately protected by a board of directors elected
by a majority shareholder and may want to
negotiate a sharehold;r agreement to more

closely protect their investment in the company.

A very common shareholder agreement pro-
vision for a smatl company gives all the share-
holders the right to sit on the board of directors,
or nominate a representative for that purpose.
Each shareholder agrees in the document to vote
his or her shares in such a way that each one is
represented on the board, thus ensuring all
shareholders an equal measure of control.

Shareholder agreements may also provide
that certain significant decisions require a higher
level of shareholder approval than is set out in
the CBCA. For example, an agreement might pro-
vide that a decision to sell the business must be
approved unanimously by all shareholders,
whereas the CBCA requires only a special resolu-
tion (approval by two thirds of shareholders).

Shareholder agreements may set rules direct-
ing how the future obligations of the company
will be shared or divided. Say each shareholder
invested a minimal amount to get the business
going, looking to bank loans or other credit for
growth. The shareholders may agree that, when
other means of raising funds are not available,
each shareholder wil! contribute more funds to
the company on a pro rata basis. This means sim-
ply that the extent of a shareholder's obligation
to fund the corporation would be determined by
the extent of that shareholder's ownership interest
(the percentage of shares held) in the company.
So, three equal partners starting a company
(with equal shares held by each) might sign a
shareholder agreement that each will be
responsible to fund one third of any future obli-
gations of the company through the purchase of
more shares.

Other rules often found in shareholder agree-
ments govern the future purchase of shares in a
company when no funding is needed. In such a
case, the shareholders could agree to maintain
the same percentage of holdings among them-
selves. Three equal partners could agree that no
shares in the corporation will be issued without
the consent of all shareholders/directors. In the
absence of such a provision, two shareholders/
directors could issue shares by an ordinary or
special resolution (because they control two
thirds of the votes) to themselves without
including or requiring the permission of the third
shareholder/director.

RESTRICTIONS OR PROHIBITIONS

ON SHARE TRANSFER

Restrictions on share transfer are used to enable
shareholders to control who will become a
shareholder in their company.

L |
By placing such restrictions in a shareholder
agreement instead of in your articles of incor-
poration, shareholders can remove or alter them
without the company having to file articles of
amendment. Note that these are separate from
the restrictions placed in your articles of incor-
poration as part of the private company restric-
tions (see Section 2.4, Set Out Restrictions on
Share Transfer, of this guide).
. ]
Of course, the most effective way to ensure
ownership control is a provision prohibiting
share transfers entirely, or for a certain period of
time (such as five years). Because this is such an
extreme measure, however, it is rarely seen.
Another provision is the right of first refusal,
which basically states that any shareholder who
wants to sell his or her shares must first offer
those shares to the other shareholders of the

company before selling them to an outside party.
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Shareholder agreements may also set out
rules for the transfer of shares when certain
events occur, such as the death, resignation, dis-
missal, personal bankruptcy or divorce of a
shareholder. The restrictions can include detailed
plans governing when a shareholder can or must
sell his or her shares, or what happens to those
shares after the individual shareholder has left.
The shareholder agreement, for example, may
require that the shares be transferred to the
remaining shareholders or to the corporation,
often at fair market value. These provisions are
complex, and usually set out mechanisms for the
transfer, including notice and How the transfer
price will be funded. Operators of small busi-
nesses who enter into agreements with this sort
of exit provision sometimes purchase life insur-
ance to fund the payment obligations of the
Party who will be purchasing the shares.

Other shareholder agreement provisions may
include non-competition clauses, confidentiality
agreements, dispute resolution mechanisms and
details respecting how the shareholder agree-
Ment itself is to be amended or terminated.

R
Shareholder agreements are valuntary. If you
choose to have one, the shareholder agreement
should reflect the particular needs of your com-
Pany and its shareholders. While undoubtedly
the best advice is to keep your agreement as
simple as possible, we strongly suggest that you
Consult your professional advisors before sign-
ing any shareholder agreement.

L R SRR

SPECIAL AGREEMENTS
The CBCA also deals specifically with two partic-
ular types of shareholder agreements:

® Pooling agreements: The CBCA provides
that shareholders may, in a written agree-
ment between two or more shareholders,
agree on how their respective shares will
be voted on any particular matter.
Shareholders could enter into an agree-
ment solely for the purpose of determin-
ing, for instance, how they will vote their
shares to elect directors. Shareholders may
also decide to include a pooling provision
in a larger shareholder agreement.

(CBCA subsection 146(1))

® Unanimous shareholder agreements: The
CBCA also permits all of the shareholders
of the company, in a written agreement,
to transfer all or some of the powers of
the directors to the shareholders. Where
there is only one shareholder, that person
may sign a written declaration that has
the same effect as a unanimous share-
holder agreement. The wording must be
very precise: an agreement signed by all of
the shareholders does not fit the definition
of a unanimous shareholder agreement
if it does not deal with the transfer of
powers, and the responsibilities that go
along with them, from the directors to
the shareholders.

(CBCA subsection 146(2))

SHAREHOLDERS
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IF | DECIDE TO INCORPORATE, WHAT
NEXT?

Frequently Asked Questons

WHO CAN FORM A CORPORATION? There are no restrictions such as mini-

One or more competent individuals who are
18 years of age or older and who are not in
a status of bankrupt may form a corpora-
tion under the Canada Business
Corporations Act (CBCA). Similarly, one or
more companies or "bodies corporate” may
incorporate a company. These persons are
called incorporatars. An incorporator (indi-
vidual or corporation) may form a corpora-
tion whose shareholders, officers and direc-
tors are other persons, or may serve as the
sole directar, officer and shareholder of the
company. An incorparator is also responsi-

ble for organizational procedures, such as

mum company size on the businesses that
may incorporate under the CBCA. While all
provinces and territories have similar legis-
lation for companies operating within their
borders, only the CBCA is national in scope.

Many small businesses incorporating
under the CBCA have the intention {either
now or sometime in the future) of operat-
ing in more than one pravince or territory.
They choase ta incorporate under the CBCA
now in order to simplify their business rela-
tions later if they decide to expand opera-

tions or grow larger.

Federal corporations are formed when you
file articles of incorporation with industry
Canada's Corporations Directorate, and a
certificate of incorporation is issued. Fill out
the blank forms accompanying this guide
and send them to the address listed in the
Contacts section at the back of this guide.
Samples of correctly filled forms are included
in the Appendixes of this guide for your
convenience. You may modify the samples
1o suit your own specific circumstances.
So long as the forms are filed properly -

and the appropriate fee is paid, the Director
under the CBCA will issue a certificate of

incorparation.

filing the articles of incorporation and des- SHOULD | INCORPQRATE?

ignating the first directors.

A company can be incorporated under
the laws of only one jurisdiction. You must
decide whether to incorporate federally
under the CBCA, or under the laws of a
province or territory instead of the CBCA.
Requirements vary, and you should con-
tact the jurisdiction under which you wish
to incorporate for precise details. This
guide contains information specific to the
CBCA, the federal legislation governing

incorporation.

This depends on your particular situation.
The most common forms of business organ-
ization are the sole proprietorship, partner-
ship and corporation. Each of these forms
of business has its own advantages and dis-
advantages, and the most appropriate form
for you as a small business owner will
depend on your particular circumstances.
Some of the benefits of incorporating are
set out in Section 1.1, Benefits of
Incorporating, of this guide. This guide
focusses on incorporation for small busi-
nesses under the CBCA.

HOW LONG DOES IT TAKE TO GET
INCORPORATED?

The Corporations Directorate operates dur-
ing normal business hours five days a week.

“We can usually issue your incorporation

papers within five business days, when they
are delivered to our office by post. Faster
service is usually available when you deliver i
your documents by hand. When you
file on-line through the Corporations
Directorate Electronic Filing Centre, we can
offer very expedient (same-day or next-

day) service,

WHAT KINDS OF BUSINESSES CAN
INCORPORATE UNDER THE CBCA? DO | NEED TO HIRE A LAWYER TO
Almost any type of business may incorpo- INCORPORATE?

HOW MUCH DOES IT COST TO
INCORPORATE?

rate under the CBCA. However, banking,
insurance, and loan and trust companies, as
well as non-profit corporations, are incor-
porated under different statutes.

No. A fawyer may provide valuable advice,

but is not a requirement for incorporation.

Filing fees for articles of incorporation !
under the CBCA are lower when paid on-
line .than when paid through any other

means. in the spring of 2001, the fees were

reduced to $200° when submitted on-fine
and $250 for all other means. in addition,
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IS IT SAFE TO PAY FEES ON-LINE?

Yes. There's no need to worry about on-line

unless yourcompany'is going to requesta WHERE CAN | GET MORE INFORMATION
numbered name, you will have .to file a ABOUT INCORPORATING?

The Contacts section at the back of this payments using your MasterCard® or Visa®

NUANS name search report (see Section 2.1,
Choose a Name, of this guide), which may

be obtained from an independent search

guide contains mailing addresses, phone — the Strategis Secure On-Line Electronic

numbers and other contact information of Commerce System ensures that all transac-

house (the cost is approximately $75 per knowledgeable corporate specialists in our tions are processed with complete security.
offices who can respond to your specific

requests, as well as of other federal govern-  HOW DO | FILE ARTICLES OF
INCORPORATION FOR A CBCA
CORPORATION ON-LINE?

Go to the Corporations Directorate

search). Of course, if you obtain legal advice
when corﬁpleting your articles of incorpo-
ration, there will be professional fees in ment resources for small businesses.
addition to your filing fee. ‘
WHAT ARE THE ADVANTAGES OF
DO | HAVE TO GET A CORPORATE SEAL?  INCORPORATING ON-LINE?
A corporation under the CBCA is not Filing on-line through the Corporations

required to have a seal. If you wish to have

Electronic Filing Centre (http://strategis.gc.
cafcorporations). Register with the

Directorate Electronic Filing Centre Strategis Secure Server Facilities to access

a corporate seal for your corporation, you
may purchase one from a legal stationery

store or commercial supplier.

IF | INCORPORATE FEDERALLY, DO |
HAVE TO REGISTER OR FILE ANYTHING
WITH THE PROVINCES OR TERRITORIES?

Yes. Whether you incorporate federally or
provincially/territorially, you will likely be
required to register your business in any
province or territory where you carry on
business. A‘Ithough industry Canada is
working with provincial and territorial offi~
cials to decrease this burden, each province
and territory right now has individual
requirements for registering corporations
from outside its borders. You should con-
tact the local corporate law administration
office in each province or territory in which
you plan to carry on business to determine
which obligations may be placed on your
éorporation (http://strategis.gc.ca/SSG/
¢s01134e.html).

(http://strategis.gc.ca/corporations) has
many advantages: it is less expensive (the
incorporation and annual return filing fees
are lower when paid on-line than when
paid through any other means); it is con-
venient {you can file from the office or
home 24 hours a day, seven days a week);
and it is fast (you receive immediate
acknbwledgment of your filing, and there is

usually same-day or next-day processing).

the Electronic Filing Home Page, then
choose Articles of Incorporation from the
list of menu choices available. Select one of
the four incorporation options available: a
numbered corporation; a corporation with
a pre-approved name; a corporation for
which name approval is sought and a
NUANS report attached; or a numbered
name corporation that has been pre-
reserved. Then follow the user-friendly

instructions provided.

DO ON-LINE DOCUMENTS HAVE TO BE
SIGNED?

When documents are filed in electronic for-
mat, an original signature is not required.
However, originally signed copies of all
documents must be maintained in the

records of the corporation.

FREQUENTLY ASKED QUESTIONS



Glossary of Terms

Annual Return: Form 22 under the CBCA (see
Appendix H of this guide). This form is not to be
confused with annual financial statements or

annual reports.

Articles of Incorporation: Fo.rm 1 under the
CBCA (see Appendixes A and B of this guide).
To incorporate under the CBCA, you must cor-
rectly complete Form 1, together with Form 3
and Form 6 (see Appendixes C and D of this
guide), all bearing original signatures, except
when sent electronically (see Chapter 2,
Submitting Articles of Incorporation, of this
quide) and deliver them to the Corporations
Directorate at the address listed in the
Contacts section at the back of this guidel or
electronically. The Corporations Directorate will
keep the documents on file and return a copy
to you with your certificate of incorporation.
The articles, when filed, create your corpora-
tion, and set out important matters such as the
number of directors and types of shares a
corporation will have. This form (as are all
forms referred to in this guide) is available from
the Corporations Directorate through its
Automated Fax Information Service, from its
Web site or by mail (see the Contacts section
at the back of this guide).

By-Laws: Basically, the agreement between the
company and its shareholders setting out the
internal rules by which the corporation will
function. These often deal with matters such as
meetings of directors and sharehoiders {see

Appendix F of this guide).

Corporations Directorate: The branch of
Industry Canada that administers the CBCA,
and the office with which all filings, such as

articles of incorporation, are made.

Director: An individual elected by the share-
holder(s) to supervise the management of a
corporation. Together, all directors of a com-
pany are referred to as the "board of directors.”
All federal corporations are required to have
one or more directors, a majority of whom

must be ordinarily resident in Canada.

Director Appointed under the CBCA: The indi-
vidual appointed by the federal Minister of
Industry under the provisions of the CBCA to
independently administer the statute. This indi-
vidual is referred to as the "Director under the
CBCA"

Dissolution: The act of ending the existence of a
corporation, under certain circumstances, by
filing the required documents with the
Corporations Directorate. Your company could
also be dissolved by the Director under the
CBCA for failure to comply with the legislation
{see "Administrative Dissolution and Revival” in
Section 4.5, Common Filing Reguirements, of
this guide).

Dividend: The share of profit payable to share-

hoiders on their shares.

Federal Incorporation: Incorporation under the
CBCA rather than under a provincial or territo-
rial statute.

Incorporation: The act of establishing a corpo-

ration by filing the required documents.”

Indemnity: Compensation for loss; a promise to
pay for costs incurred by a person in certain

circumstances.

Officer: An individual appointed by the direc-
tor{s) of a corporation to manage the day-to-
day business of a company, such as president,
vice president, secretary, treasurer, etc. The
position of officer is distinct from that of direc-
tor {see above), although one individual in a
small corporation very often occupies both

positions.

Private Company: In general, a company that
does not sell its shares to the public (i.e. is not
listed on a stock exchange). The transfer (sale}
of shares in the company is restricted in some
way, such as by the requirement that the direc-
tors or shareholders have to approve in

advance any transfer of shares.

Quorum: The stated minimum number of people
entitled to attend a meeting who must be pres-
ent for business to be conducted. Company by~
laws may specify the minimum number of
directors who must be present at a meeting of
the board of directors or the minimum number
of shareholders who must be present at a
shareholders’ meeting; if not, the CBCA sets out

quorums.

Resolution: A statement of a decision reached
either by directors or by shareholders of a com-
pany. A resolution may be written if all parties
agree and sign it, or may be made orally in a
meeting on the basis of a number of votes cast
and then recorded in the minutes. An ordinary
resolution is one passed by a majority of the
votes cast, while a special resolution is one
passed by a majority of not less than twao thirds

of the votes cast.

Share: A measure of ownership of a corporation.
Some people refer to the share certificate as a
stock. Shares are distinguished from securities,
which are any type of investment instrument,

including shares.

Shareholder: An owner in a corporation; a per-
son holding shares in a corporation. Because
many activities, such as electing directors,
must be done or approved by shareholders, an

active corporation must have at least one
shareholder.
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Appendix A

Sample Articles of Incorporation: One Class of Shares

I I Industry Canads  Industrie Canada

. n . FORM 1 FORMULE 1
Canada Busingss  Loi canadienns sur les ARTICLES OF INCORPORATION STATUTS CONSTITUTIFS
Corporations Act  sociétés psr actions {SECTION 6) {ARTICLE 8)
1 -- Name of tha Corporation Dénomination sociale de ia société

ABBA Consulting Inc.

2 -- The place in Canada whara ths registored oftice is to be situated Lieu su Csnads o0 doit 8tra situé le sidge social

(enter the name of) a Regional Municipality in Canada

3 -- Ths clesses and any maximum number of sharea that ths Castégorias at tout nombra maximal d’sctions que |2 aociétd ast autoriséa
carparation is suthorizad to issua & émattre

An unlimited number of common shares

4 -- Restrictians, if any. on share transfers Rastrictions aur ie transfsrt des ections, s'll y a lieu

See attached Schedule I

5 - Number {ar mi and i numbsr) ot di Nombre {ou nombre minimei et maximall d’administrateurs

Minimum of 1, maximum of 10

6 -- Restrictions, if any, on the businass the corporation may carry on Limites des 3 I'activitd iale de le société, s'il y 8 fieu
None *
7 - Other pravisians, if any Autras dispositions, 8‘il y a lieu

See attached Schedule II

B - Incorparetars - Fondateaurs

Address (including pastal code)
Adrest

Name(s) - Namis) {inclure ie code postal) Signaturo

Jane Smith 555 Any Street

Anytown ON MI1A 576 (J. Smith)

FOR DEPARTMENT AL USE ONLY - A L USAGE DU MINISTERE SEULEMENT Fited - Déposéa

Corporation No. - N° do la sociéts

IC 3418 {1999/06)
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SCHEDULE I TO ARTICLES OF INCORPORATION

The right to transfer shares of the Corporation shall be restricted in
that no shareholder shall be entitled to transfer any share or shares of
the Corporation without the approval of:

(a) the directors of the Corporation expressed by resolution passed by
the votes cast by a majority of the directors of the Corporation at
a meeting of the board of directors or signed by all of the direc-
tors of the Corporation; OR :

(b) the shareholders of the Corporation expressed by resolution passed
by the votes cast by a majority of the shareholders who voted in
respect of the resolution or signed by all shareholders entitled to
vote on that resolution.

L. |
Restrictions on share transfer are normally limited to the consent of the directors andfor the
shareholders. If you wish your company to be a private company (referred to in the CBCA as a
“non-distributing corporation”} and thus not have to comply with prospectus filings or other
related procedures set out in the CBCA or provincialfterritorial securities rules, it is necessary

to include in your articles a restriction on the transfer of shares. Many companies also include
“private company restrictions” similar to those in sample Schedule Il on the next page for the
purposes of provincial/territorial securities requlation.
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The CBCA allows for a number of provisions that may be included in the articles of incorporation.
You may also choose to include clauses to satisfy requirements of other legislation (such as the
restriction an the number af shareholders and any distribution of shares to the public, which are
aimed at excluding the company from regulation by securities laws) or institutions (the limits on
borrowing powers specified below are often included to satisfy lending institutions). These provi-
Sions are optional, and the ones below provide sample wording used far the most commonly
occurring features.
- ]
' SCHEDULE II TO ARTICLES OF INCORPORATION
Other provisions:

(a) The number of shareholders in the Corporation, exclusive of
employees and former employees who, while employed by the Corporation
were, and following the termination of that employment, continue to
be, shareholders of the Corporation, is limited to not more than
fifty, two or more persons who are the joint registered holders of
one or more shares being counted as one shareholder.

(b) Any invitation to the public to subscribe for securities of the
Corporation is prohibited.

(c) If authorized by by-law which is duly made by the directors and
confirmed by ordinary resolution of the shareholders, the directors
of the Corporation may from time to time:

(i) borrow money upon the credit of the Corporation;

(i1) issue, reissue, sell or pledge debt obligations of the
Corporation; and

(i11) mortgage, hypothecate, pledge or otherwise create a security
interest in all or any property of the Corporation, owned or
subsequently acquired to secure any debt obligation of the
Corporation.

Any such by-law may provide for the delegation of such powers by
the directors to such officers or directors of the Corporation to
such extent'and in such manner as may be set out in the by-law.

Nothing herein limits or restricts the borrowing of money by the
Corporation on bills of exchange or promissory notes made, drawn,
accepted or endorsed by or on behalf of the Corporation.

(d) The directors may appoint one or more directors, who shall hold
office for a term expiring not later than the close of the next
annual general meeting of shareholders, but the total number of
directors so appointed may not exceed one third of the number
of directors elected at the previous annual general meeting of
shareholders.
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Sample Articles of Incorporation: Two Classes of Shares

.’. Industry Canada  Industrie Canada

. . . FORM 1 FORMULE 1
Canada Business  Loi canadienne sus les ARTICLES OF INCORPORATION STATUTS CONSTITUTIFS
Corporations Act  sociétés par actions (SECTION 6) {ARTICLE 61
1 -- Name of tha Corporation Dénomination sociale da la société
ABBA Consulting Inc.
2 - The place in Canada whera the ragistarsd of fice is te be situated Lieu sav Canada o doit 8tre situé le siége social

(enter the name of) a Regional Municipality in Canada

3 - The classes and any maximum numbsr of sharaa that the Catégorias at tout nombre meximal d'actions qua le société est autorisés
corporation is authorized to issue 3 émattn

An unlimited number of Class A and an unlimited number of Class B shares
with the rights, privileges, restrictions and conditions set out on Schedule A
attached.

4 -- Restrictions. if any, on share transfers Restrictions sur le transfert des actions, s'll y a liau

See attached Schedule I

5 -- Number {or minimum and maximum numbar) of directors Nombra {ou nombre minimal et maximof) d'administrateurs

Minimum of 1, maximum of 10

6~ icti if any, on the busi tha ion may cafrry on Limites i A l'activitéd iale de le société, s'il y a lieu

None

7 -~ Other provisions, if any Autres dispositions, s'il y a lisu

See attached Schedule II

8 -- Incorporators - Fondeteurs

Address {including pestal code} "
Name(s) - Nom(s} Adressa (inclura le coda postah Signature

Jane Smith 555 Any Street
Anytown ON MI1A 576

FOR DEPARTMENTAL USE ONLY - A L' USAGE DU MINISTERE SEULEMENT Filed - Déposde

Corporetion No. - N® de la société

(J. Smith)

IC 3418 {1898/06)

SMALL BUSINESS GUIDE TO FEDERAL INCORPORATION .




SCHEDULE A TO ARTICLES OF INCORPORATION — SHARE RIGHTS
The holders of Class A shares are entitled:

(a) to vote at all meetings of shareholders except meetings
at which only holders of a specified class of shares are
entitled to vote;

(b) to receive the remaining property of the Corporation upon
dissolution; and

(¢c) subject to the rights and privileges attaching to the Class B
shares, to receive dividends as and when declared by the
board of directors of the Corporation.

The holders of Class B shares are entitled:

(a) in priority to the holders of Class A shares and from the
funds declared for the payment of dividends, to receive a
maximum annual, preferential and non-cumulative dividend
based on the prime lending rate of the bank of the
Corporation at the date of the dividend less one percent (1%)
as applied to the amount added, in respect of these shares,
to the stated capital account maintained for the Class B
shares, the date and terms of payment of such dividends to be
determined by the board of directors; and

(b) upon dissolution of the Corporation, to repayment of the
amount paid for such share (plus any declared and unpaid
dividends) in priority to the Class A shares, but not to
participate any further in profits or assets of the Corporation.

The holders of Class B shares shall not be entitled to vote at
meetings of the shareholders except as otherwise specifically
provided for by the terms of the Canada Business Corporations Act.
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SCHEDULE I TO ARTICLES OF INCORPORATION

The right to transfer shares of the Corporation shall be restricted in
that no shareholder shall be entitled to transfer any share or shares of
the Corporation without the approval of:

(a) the directors of the Corporation expressed by resolution passed by
the votes cast by a majority of the directors of the Corporation at
a meeting of the board of directors or signed by all of the
directors of the Corporation; OR

(b) the shareholders of the Corporation expressed by resolution passed
by the votes cast by a majority of the shareholders who voted in

respect of the resolution or signed by all shareholders entitled to
vote on that resolution.

Restrictions on share transfer are normally limited to the consent of the directors and/or the
shareholders. If you wish your company to be a private company (referred to in the CBCA as a
“non-distributing corporation”) and thus not have to comply with prospectus filings or other
related procedures set out in the CBCA or provincialfterritorial securities rules, it is necessary
to include in your articles a restriction on the transfer of shares. Many companies also include
“private company restrictions” similar to those in sampie Schedule Il on the next page for the
purposes of provincial/territorial securities regulation.
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Lo
The CBCA allows for a number of provisions that may be included in the articles of incorporation.
You may also choose to include clauses to satisfy requirements of other legislation (such as the
restriction on the number of shareholders and any distribution of shares to the public, which are
oimed ot excluding the company from regulation by securities laws) or institutions (the limits

on borrowing powers specified below are often included to satisfy lending institutions). These

Provisions are optional, and the ones below provide sample wording used for the most commonly

occurring features.
L -~~~ -~ -]

SCHEDULE II TO ARTICLES OF INCORPORATION
Other provisions:

(@) The number of shareholders in the Corporation, exclusive of
employees and former employees who, while employed by the
Corporation were, and following the termination of that employment,
continue to be, shareholders of the Corporation, is limited to not
more than fifty, two or more persons who are the joint registered
holders of one or more shares being counted as one shareholder.

(b) Any invitation to the public to subscribe for securities of the
Corporation is prohibited.

(c) If authorized by by-law which is duly made by the directors and
confirmed by ordinary resolution of the shareholders, the directors
of the Corporation may from time to time:

(1) borrow money upon the credit of the Corporation;

(ii1) issue, reissue, sell or pledge debt obligations of the
Corporation; and

(i11) mortgage, hypothecate, pledge or otherwise create a security
interest in all or any property of the Corporation, owned or
subsequently acquired to secure any debt obligation of the
Corporation.

Any such by-law may provide for the delegation of such powers by
the directors to such officers or directors of the Corporation to
such extent and in such manner as may be set out in the by-law.

Nothing herein Timits or restricts the borrowing of money by the
Corporation on bills of exchange or promissory notes made, drawn,
accepted or endorsed by or on behalf of the Corporation.

(d) The directors may appoint one or more directors, who shall hold
office for a term expiring not later than the close of the next
annual general meeting of shareholders, but the total number of
directors so appointed may not exceed one third of the number
of directors elected at the previous annual general meeting of
shareholders.
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Appendix C

Sample Form 3 — Notice of Registered Office or Notice of
Change of Registered Office

.’. Industry Canada industrie Caneda

Canada Business  Loi canadionna sur les
Corporations ACt  socié1és per actions

FORM 3 FORMULE 3
NOTICE OF REGISTERED OFFICE OR AVIS DE DESIGNATION OU
NOTICE OF CHANGE OF ADDRESS OF REGISTERED OFFICE DE CHANGEMENT D’ADRESSE DU SIEGE SOCIAL
(SECTION 19) (ARTICLE 19)

i]Nlml of tha Corporation - Dénomination socizle de la soclété i]Corpaulion No. - N* de s sociéré

ABBA Consulting Inc. (Teave blank)
ﬂ Place in Canada where the registerad office is situated. (Describe the pisce in Liau du siéga social au Canada. (Indiquer !s lisu sslon Ia définition géndrate de
tsrms of a broad municipal definition. This plsce must metch the plece listed in municipalitd. Il doit correspondre au linu indiqué & I'article 2 des statuts.|

ftem 2 of tha Articles.)
(enter the name of) a Regional Municipality in Canada

4 {Addrasa of Registared Office - Adresse du sidge social

123 Any Street
Suite 555
Anytown ON M2T 1P9

CAUTION: Address of registered office must be within the pisce that is described in the Articles end Item 3; otherwise an amendment to the Articles is required
(paragraph 173(1)(b} of the Act, use Form 4) in addition to this form.

AVIS : L'adresss du sidge social doit se trouver dans les limites du lieu indiqué dans les stetuts o1 & la rubrique 3. Sinon, il faut modifier les stetuts (alinda
173(1) b) de fa Lol) st remplir, outre la présents formuls, ia formuls 4.

& | Effective Date of Changs - Data de prise d’effst
n/a

6 | Pravious Address of Registersd Office - Ancianne adrasse du siégs social

n/a
Date Signature Title - Titra
Sept. 21/01 (Jane Smith) Director
For Departmental Use Onty - A I'usage du ministdre seulament 1C 3420 {199712)
Filed » T
Canadi
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Appendix D |

Sample Form 6 — Notice of Directors or Notice of Change

of Directors

.*I Industry Canada Industrie Canada

Canada Business  Loi canadienne sur les
Corporations Act  sociétés par actions

(SECTIONS 106 AND 113)

FORM 6 FORMULE 6
NOTICE OF DIRECTORS

OR NOTICE OF CHANGE
OF DIRECTORS

(ARTICLES 106 ET

LISTE DES ADMINISTRATEURS
OU AVIS DE CHANGEMENT
DES ADMINISTRATEURS

113)

1- Name af corporatian - Dénamination da le société

ABBA Consulting Inc.

(Teave blank)

2- Carporation No. - N° dg Iz société

3. Tha following persons became directors of this

- Les sont de 9. de la présente société
Name - Nom Date 5’,':';::/: 3?:?“““' Rasidential Address - Adresse domiciliaire :":',‘;"'r“‘,gm::;m
Jane Smith Sept. 21/01 555 Any Street yes
Anytown ON M1A 5T6
John Nack Sept. 21/01 123 Another Avenue yes
Anytown ON N3E 9P7
4- The following persons ceesed to be directors of this - Les Ont cessé d’stre administrateurs de le présenta socidté
Name - Nam Effective Date

Date d’entrée on vigusur

Rasidentiel Address - Adrosse domiciharre

n/a

5. The directors of this corporatian now ers - Les administrsteurs de le présente société sont maintenant

Name - Nom Residentisl Addrsss - Adresse domiciliare Rénoent Canagian - Y

Jane Smith 555 Any Street yes
Anytown ON M1A 5T6

John Nack’ 123 Another Avenue yes

Date Signature

Anytown ON N3E 9P7

Sept. 21/01 (Jane Smith)

Title - Titra

Director

iC 3103 (19987021

Filed - Déposée
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Appendix E

Sample Organizational Resolutions

RESOLUTIONS OF THE DIRECTOR(S) OF ABBA CONSULTING INC.

The undersigned, being the director(s) of ABBA CONSULTING INC., hereby
sign(s) the following resolutions:

DESIGNATION OF OFFICES

RESOLVED that the Corporation shall have (i.e.a Chair of the Board, a President, one or
more Vice Presidents, a Secretary and/or a Treasurer) and may have one or more assistants
to those and to any other office hereafter designated by the board of
directors.

The above resolution should specifically designate only those offices that are intended to be used.

DUTIES AND POWERS OF OFFICERS

RESOLVED that the officers of fhe Corporation shall exercise the follow-
ing duties and powers:

1. The Chair of the Board shall, when present, preside at all meetings
of the board of directors.

2. The President shall, when present, preside at all meetings of the
board of directors in the absence of the Chair of the Board and at all
meetings of shareholders and shall be responsible for the management of
the business and affairs of the Corporation.

3. The Vice President, or, if more than one, the Vice Presidents, shall
assist the President in the performance of the President’s duties and, in
order of seniority as determined by the board of directors, may perform
the duties and exercise the powers of the President during the absence or
inability to act of the President. If a Vice President performs any such
duty or exercises any such power, the absence or inability of the
President shall be presumed with respect thereto.

4, The Secretary shall give, or cause to be given, all notices required
to be given to shareholders, directors, auditors and members of
committees of the board of directors. The Secretary shall attend meetings
of the board of directors and of the shareholders and shall enter or
cause to be entered in books kept for that purpose minutes of all
proceedings at such meetings. The Secretary shall be the custodian of

the stamp or mechanical device generally used for affixing the corporate
seal of the Corporation, if any.
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5. The Treasurer shall keep or cause to be kept full and accurate books
of account in which shall be recorded all receipts and disbursements of
the Corporation and, under the direction of the board of directors, shall
control the deposit of money, the safekeeping of securities and the
disbursement of the funds of the Corporation. The Treasurer shall render
an account of the financial position of the Corporation to the board

of directors at each meeting of the board of directors, or whenever
otherwise required by the board of directors.

6. Officers shall, in addition to those prescribed by this resolution,
perform such duties and exercise such powers of management of the
business and affairs of the Corporation as may from time to time be
prescribed by the board of directors. An assistant to any officer shall
assist such officer in the performance of such officer’s duties and may
perform the duties and exercise the powers of such officer during the
absence or inability to act of such officer. If an assistant performs any
such duty or exercises any such power, the absence or inability to act

of such officer shall be presumed with respect thereto.

L~ """ "
The above resolution should deal only with those offices that have been designated. If some offices
are designated at a later time, the duties and powers of those positions should be set out at that
time.

L - ~“"~ ]}

APPOINTMENT OF OFFICERS
RESOLVED that:

name is appointed Chairman of the Board of the Corporation.
(name) is appointed President of the Corporation.

(name) is appointed a Vice President of the Corporation.
(name) is appointed Secretary of the Corporation.

name is appointed Treasurer of the Corporation.
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EXECUTION OF DOCUMENTS

RESOLVED that deeds, transfers, assignments, contracts, obligations,
certificates and other instruments may be signed on behalf of the
Corporation by _ (any director or officer/any two directors or officers) of the
Corporation. In addition, the directors may from time to time direct
the manner in which and the person or persons by whom any particular
instrument or class of instruments may or shall be signed.

(name of class of shares) SHARE CERTIFICATES

RESOLVED that the form of certificate annexed hereto is approved and

adopted as the form of certificate for the [name of class)  shares in the
capital of the Corporation.

BANKING RESOLUTION

RESOLVED that the banking resolution, in the form required by the

{name of bank) , a copy of which is annexed hereto as Schedule B,
is hereby approved.

Insert the appropriate form of banking resolution, which is provided by your bank, here.

FINANCIAL YEAR-END

RESOLVED that the financial year of the Corporation shall end on
{d/m]} in each year.

APPOINTMENT OF AUDITORS

RESOLVED that {name) , Chartered Accountants, are appointed
auditors of the Corporation to hold office until the first annual general
meeting of shareholders at such remuneration as may be fixed by the
directors. )

If you decide to dispense with the audit requirement (which requires the agreement of all
shareholders), delete the paragraph above and include the paragraph approving an accountant
found in the sample Organizational Resolutions of the Shareholder(s) below.
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CORPORATE SEAL

RESOLVED that the corporate seal of the Corporation is in the form
impressed hereon.

R
There is no requirement for a corporation to have a corparate seal. If you decide not to have one,

you should omit this resolution.
. . "~ ]

DATED (d/mfy)
{signature)
Shareholder

SUBSCRIPTION FOR ONE COMMON SHARE

TO: ABBA Consulting Inc.

The undersigned hereby subscribes for one common share in the capital of
the Corporation and tenders herewith the sum of $1.00 in full payment of
the subscription price for such share.

The undersigned hereby requests that the said share be allotted to the
undersigned, that such share be issued as fully paid and non-assessable
and that a certificate representing such share be issued in the name of
the undersigned.

DATED (d/m/y)

(signature)
Shareholder
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RESOLUTION OF THE DIRECTOR OF ABBA CONSULTING INC.

The undersigned, being the sole director of ABBA Consulting Inc., hereby
signs the following resolution:

ALLOTMENT AND ISSUANCE OF SHARES TO (name)

RESOLVED that:

1. The subscription of (name) for one common share in the
capital of the Corporation, which subscription is annexed hereto, is
accepted.

2. The consideration for the allotment and issue of the said common share
subscribed for as aforesaid is fixed at $1.00.

3. One common share in the capital of the Corporation is allotted to
lnamel .

4. The Corporation having received the sum of $1.00 in full payment of
the subscription price for the said common share, such share is issued
and shall be held as a fully paid and non-assessable share and a
certificate therefor shall be issued to (name) .

DATED {d/m/)

(signature)
Director
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ORGANIZATIONAL RESOLUTIONS OF THE SHAREHOLDER(S) OF
ABBA CONSULTING INC.

ELECTION OF DIRECTOR(S)

RESOLVED that the following person(s) are hereby elected directors of the
Corporation for the ensuing year or until their successors have been duly
elected:

{name)
{name)

APPOINTMENT OF ACCOUNTANTS

RESOLVED that:

1. Pursuant to the Canada Business Corporations Act, an auditor of the

" Corporation shall not be appointed; and
2. (names) are hereby appointed accountants of the Corporation
to hold office until the first annual general meeting of the shareholders
Or until their successors have been duly appointed at such remuneration
as may be fixed by the directors, the directors being hereby authorized
to fix such remuneration.
The undersigned, being all the shareholders of the Corporation, hereby
Consent, by their signatures, to the foregoing resolutions pursuant to
the provisions of the Canada Business Corporations Act.

DATED (d/mly)

(signature)
Shareholder
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Appendix F

Sample By-Law
BY-LAW NO. 1
ABBA CONSULTING INC.

A by-law relating generally to the transaction of the
business and affairs of ABBA Consulting Inc.
(hereinafter referred to as the “Corporation”)

DIRECTORS

1. Calling of and notice of meetings: Meetings of the board shall be
held at such place and time and on such day as the President, Vice
President or Secretary or any two directors may determine. Notice of
meetings of the board shall be given to each director not less than 48
hours before the time when the meeting is to be held. Each newly elected
board may without notice hold its first meeting for the purposes of
organization and the appointment of officers immediately following the
meeting of shareholders at which such board is elected.

2. Votes to govern: At all meetings of the board, every question shall
be decided by a majority of the votes cast on the question; and in case

of an equality of votes the chair of the meeting (shall/shall not [choose onel)
be entitled to a second or casting vote.

3. Interest of directors and officers generally in contracts: No director
or officer shall be disqualified by his/her office from contracting with
the Corporation nor shall any contract or arrangement entered into by or
on behalf of the Corporation with any director or officer or in which
any director or officer is in any way interested be Tiable to be voided
nor shall any director or officer so contracting or being so interested
be liable to account to the Corporation for any profit realized by any
such contract or arrangement by reason of such director or officer
holding that office or of the fiduciary relationship thereby established,
provided that the director or officer shall have complied with the
provisions of the Canada Business (Corporations Act.

SHAREHOLDERS' MEETINGS

4. Location and quorum: Meetings of shareholders shall be held at the
registered office of the Corporation or elsewhere in the municipality

in which the registered office is located or, if the 8oard shall so
determine, at some other place in Canada or, if all the shareholders
entitled to vote at the meeting so agree, at some place outside Canada.
At any meeting of shareholders, a quorum shall be (any number you decide)
persons present in person and each entitled to vote thereat [and holding

or representing by proxy not less than {any number you decide) percent of the
votes entitled to be cast thereat].
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INDEMNIFICATION

5. Indemnification of directors and officers: The Corporation shall
indemnify a director or officer of the Corporation, a former director or
officer of the Corporation or a person who acts or acted at the
Corporation’s request as a director or officer of a body corporate of
which the Corporation is or was a shareholder or creditor, and his/her
heirs and legal representatives to the extent permitted by the Canada
Business Corporations Act.

6. Indemnity of others: Except as otherwise required by the Canada
Business Corporations Act and subject to paragraph 5, the Corporation may
from time to time indemnify and save harmless any person who was or is a
party or is threatened to be made a party to any threatened, pending or
completed activity, suit or proceeding, whether civil, criminal,
administrative or investigative (other than an activity by or in the
right of the Corporation) by reason of the fact that he or she is or was
an employee or agent of the Corporation, or is or was serving at the
request of the Corporation as a director, officer, employee, agent of or
“Participant in another body corporate, partnership, joint venture, trust
or other enterprise, against expenses (including legal fees), judgments,
fines and any amount actually and reasonably incurred by him/her in
connection with such activity, suit or proceeding if he/she acted
honestly and in good faith with a view to the best interests of the
Corporation and, with respect to any criminal or administrative activity
or proceeding that is enforced by a monetary penalty, had reasonable
grounds for believing that his/her conduct was lawful. The termination
of any activity, suit or proceeding by judgment, order, settlement or
conviction shall not, of itself, create a presumption that the person
did not act honestly and in good faith with a view to the best interests
of the Corporation and, with respect to any criminal or administrative
activity or proceeding that is enforced by a monetary penalty, had no
reasonable grounds for believing that his/her conduct was lawful.

7. Right of indemnity not exclusive: The provisions for indemnification
Contained in the by-laws of the Corporation shall not be deemed exclusive
of any other rights to which any person seeking indemnification may be
entitled under any agreement, vote of shareholders or directors or
otherwise, both as to activity in his/her official capacity and as to
activity in another capacity, and shall continue as to a person who has
Ceased to be a director, officer, employee or agent and shall inure to
the benefit of the heirs and legal representatives of such a person.
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8. No liability of directors or officers for certain matters: To the
extent permitted by law, no director or officer for the time being of
the Corporation shall be 1iable for the acts, receipts, neglects or
defaults of any other director or officer or employee or for joining in
any receipt or act for conformity or for any loss, damage or expense
happening to the Corporation through the insufficiency or deficiency of
title to any property acquired by the Corporation or for or on behalf of
the Corporation or for the insufficiency or deficiency of any security in
or upon which any of the moneys of or belonging to the Corporation shall
be placed out or invested or for any loss or damage arising from the
bankruptcy, insolvency or tortious act of any person, firm or body
corporate with whom or which any moneys, securities or other assets
belonging to the Corporation shall be Todged or deposited or for any
loss, conversion, misapplication or misappropriation of or any damage
resulting from any dealings with any moneys, securities or other assets
belonging to the Corporation or for any other loss, damage or misfortune
whatever that may happen in the execution of the duties of his/her
respective office or trust or in relation thereto unless the same shall
happen by or through his/her failure to act honestly and in good faith
with a view to the best interests of the Corporation and in connection
therewith to exercise the care, diligence and skill that a reasonably
prudent person would exercise in comparable circumstances. If any
director or officer of the Corporation shall be employed by or shall
perform services for the Corporation otherwise than as a director or
officer or shall be a member of a firm or a shareholder, director or
officer of a body corporate that is employed by or performs services for
the Corporation, the fact of his/her being a director or officer of the
Corporation shall not disentitle such director or officer or such firm
or body corporate, as the case may be, from receiving proper remuneration
for such services.

BANKING ARRANGEMENTS, CONTRACTS, ETC.

9. Banking arrangements: The banking business of the Corporation, or any
part thereof, shall be transacted with such banks, trust companies or
other financial institutions as the board may designate, appoint or
authorize from time to time by resolution and all such banking business,
or any part thereof, shall be transacted on the Corporation’s behalf

by such one or more officers and/or other persons as the board may
designate, direct or authorize from time to time by resolution and to
the extent therein provided.

10. Execution of instruments: Contracts, documents or instruments in
writing requiring execution by the Corporation shall be signed by any
{any number you decide)] officers or directors, and all contracts, documents or
instruments in writing so signed shall be binding upon the Corporation
without any further authorization or formality. The board is authorized
from time to time by resolution to appoint any officer or officers or
any other person or persons on behalf of the Corporation to sign and
deliver either contracts, documents or instruments in writing generally
or to sign either manually or by facsimile signature and deliver specific
contracts, documents or instruments in writing. The term "contracts, doc-
uments or instruments in writing" as used in this by-law shall include
deeds, mortgages, charges, conveyances, powers of attorney, transfers and
assignments of property of all kinds (including specifically but without
Timitation transfers and assignments of shares, warrants, bonds, deben-
tures or other securities), proxies for shares and other securities and
all paper writings.
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MISCELLANEOUS

11. Invalidity of any provisions of this by-law: The invalidity or
unenforceability of any provision of this by-law shall not affect the
validity or enforceability of the remaining provisions of this by-law.

12. Omissions and errors: The accidental omission to give any notice to
any shareholder, director, officer or auditor or the non-receipt of any
notice by any shareholder, director, officer or auditor or any error in
any notice not affecting the substance thereof shall not invalidate any
activity taken at any meeting held pursuant to such notice or otherwise
founded thereon.

INTERPRETATION

13. Interpretation: In this by-law and all other by-laws of the
Corporation, words importing the singular number only shall include the
plural and vice versa; words importing the masculine gender shall include
the feminine and neuter genders; words importing persons shall include
an individual, partnership, association, body corporate, executor,
administrator or legal representative and any number or aggregate of
persons; “articles” include the original or restated articles of
incorporation, articles of amendment, articles of amalgamation, articles
of continuance, articles of reorganization, articles of arrangement and
articles of revival; “board” shall mean the board of directors of the
Corporation; “Canada Business Corporations Act” shall mean (Canada
Business Corporations Act, R.S.C. 1985, c. C-44 as amended from time to
time or any Act that may hereafter be substituted therefor; and “meeting
of shareholders” shall mean and include an annual general meeting of
shareholders and a special meeting of shareholders.
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REPEAL

The next clause should be included only if previous by-laws are being replaced.

14. Repeal: By-Laws No. (number) of the Corporation are repealed as of
the coming into force of this by-law, provided that such repeal shall not
affect the previous operation of any by-law so repealed or affect the
validity of any act done or right, privilege, obligation or liability
acquired or incurred under or the validity of any contract or agreement
made pursuant to any such by-law prior to its repeal. A1l officers and
persons acting under any by-law so repealed shall continue to act as if
appointed by the directors under the provisions of this by-Taw or the
Canada Business Corporations Act until their successors are appointed.

DATED (d/m/y})

(signature)
President

(signature)
Secretary
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RESOLUTION OF THE DIRECTORS AND SHAREHOLDERS OF
ABBA CONSULTING INC.

RESOLVED -that the foregoing By-Law No. 1 is made a by-law of the
Corporation.

The undersigned, being all the directors of (corporation) , hereby sign
the foregoing resolution.

DATED (d/mly)

(signature)
Director

(signature)
Director

__ (signature)

Director

RESOLVED that the foregoing By-Law No. 1 of the by-laws of the
Corporation is hereby confirmed.

The undersigned, being all the shareholders of (corporation) , hereby
sign the foregoing resolution.

DATED {d/miy)

(signature}
Shareholder

(signature)
Shareholder

(signature)
Shareholder
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Appendix G

Sample Notice of Annual General Meeting and Minutes of |
an Annual General Meeting

The Notice and Minutes below provide suggested wording and format that you can adapt to your
business at its first shareholders’ annual general meeting for the election of directors and the
appointment of officer(s), auditor(s) and accountant(s). Alternatively, you can proceed by way of
written resolution instead, as shown in Appendix E.

NOTICE OF ANNUAL GENERAL MEETING ABBA CONSULTING INC.

NOTICE IS HEREBY GIVEN that the annual general meeting of the holders
of (name of class of shares) Shares of ABBA Consulting Inc. (the
“Corporation”) will be held at (address) on {d/mfy) at the hour
of (time) in the forenoon, for the purpose of: :

(1) receiviﬁg and considering the annual report and financial

statements for the year ended __(d/m) and the report of the
auditors thereon;

(2) electing directors;
(3) appointing auditors; and

(4) transacting such further and other business as may properly
come before the meeting or any adjournment thereof.

Dated this (d) day of (m) 19 (y)

ON BEHALF OF THE BOARD OF DIRECTORS
__ [signature)
Secretary
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MINUTES OF ANNUAL GENERAL MEETING ABBA CONSULTING INC.

Minutes of the annual general meeting of the shareholders of ABBA
Consulting Inc. held at (address) on (d/mly) at the hour
of (time) in the forenoon (local time) .

1. Present in Person

(name)_

(name)

(name)

(name}

(name)

2. Represented by Proxy

being all of the shareholders of the Corporation.
3. Chair and Secretary
The President, (name} , assumed the Chair and

the Secretary, {name) , acted as Secretary of the meeting.

4, Constitution of Meeting

A1l of the shareholders of the Corporation being present in person or
represented by proxy and all the shareholders, directors and auditors of
the Corporation having been sent notice of the meeting in the manner
required by law, the Chair declared the meeting properly constituted for
the transaction of business.

5. Financial Statements

The Chair presented to the meeting the balance sheet of the Corporation
as at (d/mfy) , and the other financial statements of the
Corporation for the financial year ended on such date. At the request
of the Chair, the Secretary of the meeting then read to the meeting the
auditor’s report. Following the reading of the auditor’s report, the
Chair invited questions and comments from the floor and, there being
none, the Chair proceeded to the next item of business.

6. Election of Directors

The Chair stated that it was now in order to proceed with the election
of directors. On motion duly made, seconded and unanimously carried, the
following resolution was passed:

RESOLVED: (names of directors)

are hereby elected directors of the Corporation to hold office for

the ensuing year or until their successors are elected or appointed,
whichever occurs first.

OR
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6. Election of Directors

The Chair stated that it was now in order to proceed with the election
of directors and declared the meeting open for nominations. The following
were nominated as directors of the Corporation for the ensuing year or
until their successors are elected or appointed, whichever occurs first:

{name)

There being no further or other nominations, the Chair declared the
nominations closed and directed the Secretary of the meeting to cast a
single ballot for the election of the foregoing persons as directors of
the Corporation for the ensuing year or until their successors are
elected or appointed, whichever occurs first. Such ballot having been
cast, the Chair declared the foregoing persons to have been elected
directors of the Corporation for the ensuing year or until their
successors are elected or appointed.

7. Appointment of Auditors

On motion duly made, seconded and unanimousty carried, the following
resolution was passed:

RESOLVED: _(names) ,
Chartered Accountants, are hereby appointed the auditors of the
Corporation to hold office until the close of the next annual general
meeting of the shareholders or until a successor is appointed, at such
remuneration as may be fixed by the directors, and the directors are
hereby authorized to fix such remuneration.

OR

7. Appointment of Accountants

The Chair stated that the Corporation meets the conditions referred to in
section 163 of the Canada Business Corporations Act (the “Act”) and that
all the shareholders of the Corporation have consented in writing that
the Corporation be exempt from the requirements of section 160 of the
Act. On motion duly made, seconded and unanimously carried, the following
resotution was passed:

RESOLVED: {names) are hereby
appointed the accountants of the Corporation to hold office until the
close of the next annual general meeting of shareholders at such
remuneration as may be fixed by the directors, and the directors are
hereby authorized to fix such remuneration.

SMALL BUSINESS GUIDE TO FEDERAL INCORPORATION



8. Confirmation of Proceedings

On motion duly made, seconded and unanimously carried, the following
resolution was passed:

RESOLVED: all by-laws, resolutions, contracts, acts, and proceedings of
the board of directors, shareholders and officers of the Corporation
enacted, passed, made, done or taken since (date of last meeting)

as the same are set forth or referred to in the minutes of the
Corporation or in the financial statements submitted to the shareholders
of the Corporation on this date are hereby approved, ratified, sanctioned
and confirmed.

9. Termination

There being no further business, on motion duly made, seconded and
unanimously carried, the meeting was terminated.

_ (signature)
President

__ [signature) -

Secretary
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Appendix H

Sample Form 22 — Annual Return

.’. Industry Canada  Industrie Canada FORM 22 FORMULE 22
Canada Bueiness Lol canadienne sur les ANNUAL RETURN RAPPORT ANNUEL
Corparationg Act  sociétés par actions (section 263) (article 263)
=  See Instructions on the Reverse Side - Volr les Instructions au verso
_1_l¢‘ ion Name and Office Address - Dénomination de (e société ot adresse du lieu du sidge social 2 {Corporation No. - N* de 1a société
ABBA Consulting Inc. 999999-1
123 Any Street, Suite 555 | 3 | Business No. - N* o"entreprise
Anytown ON M2T 1P9Y
{and maifing address, if differant from that of ragiatared otfice) - (sinai qua I'scresse postale sl e%e ditfdre de celle du sige social) 4 Tnulm.::‘..: 51:‘ ooniion
1,9,9,910,1]3.1
& | Main Types of - Catég i d'activité

Consulting

L] as there been a change of direct __]n as there besn & change of tered office?
Y s-t-il su un changement d"dmlnlnrl(mY Y a-t-il au un changemant du siige social?

Dv-s-om [X] No - Non Dv-.-om [x] Ne - Non
tf you, has Form 8 been: - Si eul, Ia formule 8 a-t-olle 616 : i yos, has Form 3 besn: - §i oui, i formuls 3 s-t-elle 6t6 ;

[[] Fiea - éposss (] Actuched - Annexe (] riea- |

84 9 | Does th I its to
Date of Last A | Meeting —-lm ubll? Yi Ne
D:t::olador;;::‘:uumblgcmm 4 May 15 zoo1 ‘Lao%cmctcm-cll n-vlh\m mobilidras par 4 .Ot': N:n
vole de souscr
i
Doss COrpol have 15 sharsholders?
DR 0ciets ervaite 78 sotiannaives ou phve? 4 v"'O" [ vo-von
_.IDen\hOComomlmhnvahpu«a If 148{2) of tha Act, that restricts,

n whols mmwcfmdmm(ommmmamdmuandlfhhon!nu ? ’DV-: Duo
u»cimabm.-t-md'u des visée su paragi wzidthm.wimmhtmtmwu Oul Non
on partie fes pouvoirs des sdministrateurs do gérer les sffalres tent commerciaies qu'internes de Is société?

1_3,Jurh¢lcﬂominwhlcht)n Ia carrying sn . ot ol s société axerce ses activités

Prov./Teritory-Prov./Tervitoirs | Address of the principai place of business or address for service - Adresse principale de Ia soclété ou adresse sux fins de signification
Ontario 123 Any Street, Suite 555, Anytown ON M2T 1P9
Saskatchewan 456 Another Street, Anothertown SK S2X 1X1

Signature Title - Titre Dote Tel. No. - N* de tél.
(J. Smith) Director 2001.07.17 (555) 555-5555

4
Dete Received
Date de réception

IC 2880 (2001/04)
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Corporations Directorate

The following free information kits and documents are available from the Corporations Directorate:
Canada Business Corporations Act Incorporation Kit
Amalgamation Kit
Amendment Kit
Continuance (Import) Kit
Continuance (Export) Kit
Dissolution Kit
Exemptions Kit
Name Granting Guidelines {see also the brochure Choosing a Name)
Name Policy Compendium

To obtain the above kits or documents, write to or call:
Publication and Information Unit
Corporations Directorate
Industry Canada
9th Floor, Jean Edmonds Towers South
365 Laurier Avenue West
Ottawa ON K1A 0C8

Tel.: (613) 941-9042

Fax: (613) 941-0601

Automated Fax Information Service:
(613) 941-0199 or (613) 941-0200

These documents are also available on the Internet at the following address:
http://strategis.gc.ca/corporations
For information on other materials available regarding incorporation under the CBCA, including fees,
please call the Corporations Directorate, General Enquiries at:
Tel.: (613) 941-9042
Or contact one of our regional offices:

® British Columbia (Vancouver)
Tel.: (604) 666-9875

* Quebec (Montréal)
Tel.: (514) 496-1797

* Ontario (Toronto)
Tel.: (416) 954-2714

CONTACTS
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Other Federal Government Resources of Interest to
Small Businesses

ABORIGINAL BUSINESS CANADA (ABC)
Aboriginal Business Canada targets small businesses in particular and is increasing its emphasis on
supporting proposals that involve the expansion of domestic and export markets, Aboriginal tourism,
technology adoption and enhancement, and youth entrepreneurship. Both financial and non-
financial assistance are available.

Tel.: (613) 954-4064

Web site: http://strategis.gc.cafabe

BUSINESS DEVELOPMENT BANK OF CANADA (BDC)

The Business Development Bank of Canada's network of 84 branch offices across Canada promotes

the creation and development of smali businesses through specialized financing for commercially

viable enterprises. The BDC has also initiated a number of business counselling, training and mentor-

ing services to meet the needs of small business at each stage of your business's development.
Toll-free: 1-888-INFO-BDC (1-888-463-6232)

CANADA BUSINESS SERVICE CENTRES (CBSCs)

Canada Business Service Centres have been established in each province and territory to provide small
businesses with a single access point for quick, accurate and comprehensive information on federal,
provincial/territorial and municipal government programs services and regulations. Information offi-
cers can either provide you with the required information or direct you to the best source.

Alberta Tel.: (780) 422-7722 Toll-free: 1-800-272-9675
British Columbia Tel.: (604) 775-5525 Toll-free: 1-800-667-2272
Manitoba Tel.: (204) 984-2272 Toll-free: 1-800-665-2019
New Brunswick Tel.: (506) 444-6140 Toll-free: 1-800-668-1010
Newfoundland Tel.: (709) 772-6022 Toll-free: 1-800-668-1010
Northwest Territories Tel.: (867) 873-7958 Toll-free: 1-800-661-0599
Nova Scotia Tel.: (902) 426-8604 Toll-free: 1-800-668-1010
Nunavut Tel.: (867) 9%9—6813 Toll-free: 1-877-499-5199
Ontario Tel.: (416) 954-INFO (4636)  Toll-free: 1-800-567-2345
Prince Edward Island Tel.: (902) 368-0771 Toll-free: 1-800-668-1010
Quebec Tel.: (514) 496-INFO (4636)  Toll-free: 1-800-322-INFO (4636)
Saskatchewan Tel.: (306) 956-2323 Toll-free: 1-800-667-4374
Yukon Territory Tel.: (867) 633-6257 Toll-free: 1-800~661-0543

Web site: http://www.cbsc.org
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COMMUNITY FUTURES DEVELOPMENT CORPORATIONS (CFDCs)
Community Futures Development Corporation services can provide you with:

® counselling and advisory services to help with the establishment, expansion, competitiveness
and stabilization of your business

* financial assistance in the form of loans, loan guarantees or equity investments to help you in
the creation or maintenance of long-term employment in your community.

Tel.: (403) 495-4164
Toll-free: 1-888-338-9378

Web site: http://www.communityfutures.ca

REGIONAL DEVELOPMENT AGENCIES

The federal government has set up four regional development agencies to address the regional needs
of small businesses. The agencies complement the work of the government's financial institutions and
do the kind of local level economic development, mentoring and program distribution work for which

private sector financial institutions are not equipped.

Each agency works with other federal departments, with provincial/territorial and municipal govern-
ments, and with the private sector to provide you with access to capital, markets, information and
skills development. The agencies also provide assistance with the development of innovations and

technologies and, in some cases, with tourism.

ATLANTIC CANADA OPPORTUNITIES AGENCY (ACOA)
Tel.: (506) 851-2271
Toll-free: 1-800-561-7862

Web site: http://fwww.acoa.ca

CANADA ECONOMIC DEVELOPMENT FOR QUEBEC REGIONS
Tel.: (514) 283-6412
Web site: http:/fwww.dec~ced.gc.ca

FEDERAL ECONOMIC DEVELOPMENT INITIATIVE IN
NORTHERN ONTARIO (FEDNOR)

Tel.; (705) 671-0711

Toll-free: 1-800-461-4079

Web site: http://fednor.ic.ge.ca

-WESTERN ECONOMIC DIVERSIFICATION CANADA (WD)
Tel.: (780) 495-4164
Toll-free: 1-888-338-9378
Web site: http://wd.gc.ca

CONTACTS
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SMALL BUSINESS LOANS ADMINISTRATION
The Small Business Loans Administration is designed to help new and existing small businesses with
annual gross revenues not exceeding $5 million (excluding farming and charitable or religious enter-
prises) to obtain term loans from chartered banks and other lenders in order to finance the purchase
and improvement of fixed assets. The Administration also provides for the sharing of loan losses, if
any, between the lenders and the federal government. The loans are made directly by approved lenders
to small businesses.

Tel.: (613} 954-5540

Fax: (613} 952-0290

Web site: http://strategis.gc.ca/csbfa

STRATEGIS

Strategis is Canada's business and consumer site. It can provide you with easy, direct access to
Industry Canada's extensive expertise and information resources. The information on Strategis will
help you make critical decisions about opportunities for growth, explore new markets, find partners,
form alliances, find and develop new technologies or processes, or assess the risks of new ventures.

Web site: http://strategis.gc.ca

WOMEN'S ENTERPRISE INITIATIVE (WEI)
Women's Enterprise Centres have been established in Alberta, British Columbia, Manitoba and
Saskatchewan with funding from Western Economic Diversification Canada to provide loan financ-
ing and support to women entrepreneurs.

Tel.: (780) 495-4164

Toll-free: 1-888-338-9378
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Small Business Tax Requirements and Services

BUSINESS NUMBER AND INTEGRATED SERVICES

The Business Number (BN), which has been mandatory since January 1, 1997, is a new number

system that replaces the multiple numbers you formerly used to deal with the federal government.

It gives you a unique identifier that remains unchanged, no matter how many or what types of accounts

you have. To register a new business, or for more information on the other services below, cali:
Toll-free: 1-800-959-5525

GOODS AND SERVICES TAX (GST)
The Canada Customs and Revenue Agency (CCRA) has implemented a number of initiatives to
simplify your payment of the GST:

* GST Electronic Filing and Remitting Program _
The CCRA has implemented a new electronic option to file your GST return and to remit
payments using Electronic Data Interchange technology.
Tel.: (613) 952-8746
Web site: http://www.ccra-adrc.gc.cafeservices/gsthst-edifindex-e.html

® GST Simplified Accounting Method ~ Quick Method
This is a simplified accounting option to help small businesses calculate the GST they owe,
without having to track the GST they pay or to claim GST input tax credits. Businesses with
worldwide annual taxable sales {including zero-rated sales) of $200 000 or less, including GST
and annual taxable sales of all associated businesses, can use this method, with some
exceptions.

SCIENTIFIC RESEARCH AND EXPERIMENTAL DEVELOPMENT (SR&ED)
INVESTMENT TAX CREDIT

An investment tax credit is available for small businesses engaged in scientific research and experi-
mental development. |f you have never filed a claim for the SRHED investment tax credit, the CCRA
has a service to help you. The service also makes you aware of the incentives to file, including the

new 18-month filing deadline.

SIMPLIFIED RETURNS AND CLAIMS
Incorporated businesses are required to submit a T2 corporate tax retumn. If your business has gross
revenues of $500 000 or less and no taxable income, you can submit a T2 Short return. This two-page

return reduces the time it takes to complete the form.

CONTACTS
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.*l Industry Canada Industrie Canada

. . . FORM 1 FORMULE 1

Canada Business  Loi canadienne sur les ARTICLES OF INCORPORATION STATUTS CONSTITUTIFS

Corporations Act  sociétés par actions (SECTION 6) (ARTICLE 6)
1 -- Name of the Corporation Dénomination sociale de la société
2 -- The place in Canada where the registered office is to be situated Lieu au Canada ou doit étre situé le siége social
3 -- The classes and any maximum number of shares that the Catégories et tout nombre maximal d’actions que la société est autorisée

corporation is authorized to issue a émettre
4 -- Restrictions, if any, on share transfers Restrictions sur le transfert des actions, s'il y a lieu
S -- Number {or minimum and maximum number} of directors Nombre {ou nombre minimal et maximal} d’administrateurs
6 -- Restrictions, if any, on the business the corporation may carry on Limites imposées & 'activité commerciale de la société, s'il y a lieu
7 -- Other provisions, if any Autres dispositions, s‘il y a lieu
8 -- Incorporators - Fondateurs
Address (including posta! code) .
Name(s} - Nom(s) Adresse linclure le code postal) Signature

FOR DEPARTMENTAL USE ONLY - A L'USAGE DU MINISTERE SEULEMENT Filed - Déposée
Corporation No. - N° de la société

IC 3419 (1999/06)



Canada Business Corporations Act

Articles of Incorporation
FORM 1
INSTRUCTIONS

Format

Documents required to be sent to the Director pursuant to the Canada
Business Corporations Act (CBCA) must conform to sections.5 to 10 of
the Canada Business Corporations Regulations.

Item 1

Set out the proposed corporate name that complies with sections 10
and 12 of the Act. Articles of incorporation must be accompanied bg a
Canada-biased NUANS search report dated not more than ninety (90)
days prior to the receipt of the articies by the Director. On request, a
number name may be assigned under subsection 11(2) of the Act,
without a search.

Item 2

Set out the name of the place and province within Canada where the
registered office is to be situated. A specific street address is not
required.

Item 3

Set out the details required by paragraph 6{1)(c) of the Act, including
details of the rights, privileges, restrictions and conditions attached to
each class of shares. All shares must be without nominal or par value
and must comply with the provisions of Part V of the Act.

Item 4
If restrictions are to be placed on the right to transfer shares of the

corporation, set out a statement to this effect and the nature of such
restrictions.

Item 5

State the number of directors. |f cumulative voting is permitted, the
number of directors must be invariabie; otherwise it is permissible to
specify a minimum and maximum number of directors.

Item 6

If restrictions are to be placed on the business the corporation may
carry out, set out the restrictions.

Item 7

Set out any provisions, permitted by the Act or Regulations to be set
out in the by-laws of the corporation, that are to form part of the
articles, including any pre-emptive rights or cumulative voting
provisions.

Item 8

Each incorporator must state his or her name and residential address,
and affix his or her signature, If an incorporator is a body corporate,
that name shall be the name of the body corporate, the address shall
be that of its registered office, and the articles shall be signed by a
person authorized by the corporate body.

Other Documents

The articles, must be accompanied by a Notice of Registered Office
{Form 3), and a Notice of Directors (Form 6). Note that a Form 6 must
be sent to the Director within fifteen (15) days of any change of the
directors in accordance with subsection 113{1) of the Act.

Other Notices

If a groposed corporation is to engage in L .
a) the construction or operation of a pipeline for the transmission of oil
or gas as defined in the National Energy Board Act, . )
b) the construction or operation of a commodity pipeline as defined in
the National Transporation Act, 1987,

c) the business of an investment company within the meaning of the
Investment Companies Act,

the incorporator shall inform the minister of the department or agency
that regulates such business.

The information you provide in this document is collected under the
authority of the Canada Business Corporations Act and will be stored in
personal information bank number CCA/P-PU-093. Personal information
that you provide is protected under the provisions of the Privacy Act.
However, public disclosure pursuant to section 266 of the Canada
Business Corporations Act is permitted under the Privacy Act.

Completed document and fees payable to the Receiver General are to
be sent to:

4+
The Director, Canada Business Corporations Act
Jean Edmonds Towers, South
9th Floor
365 Laurier Ave. West
Ottawa, Ontario
K1A 0C8

il

Canadi

Loi canadienne sur les sociétés par actions

Statuts constitutifs
FORMULE 1
INSTRUCTIONS

Présentation . )
Tous les documents dont {‘envoi au directeur est exigé par la Lo/
canadienne sur les sociétés par actions doivent étre conformes aux
articles 5 & 10 du Réglement sur les sociétés par actions de régime
fédéral.

Rubrique 1 .

Indiquer une dénomination sociale qui satisfait aux exigences des
articles 10 et de la Loi. Les statuts constitutifs doivent étre
accompagnés d’un rapport de recherche NUANS couvrant le Canada,
dont la date remonte a quatre-vingt-dix (90) jours ou moins avant la
date de réception des statuts par le directeur. Si un numéro matricule
est demandé en guise de dénomination sociale, il peut étre assigné,
sans recherche prgalable, en vertu du paragraphe 11{2) de la Loi.

Rubrique 2 ) ) R .
Indiquer le nom de V'endroit et de la province au Canada ou le si¢ge
social doit étre situé. Une adresse précise n’est pas requise.

Rubrique 3

Indiquer les détails requis par 'alinéa 6{1)c) de la Loi, y compris les
détails des droits, priviléges, restrictions et conditions attachés a
chaque catégorie d’actions. Toutes les actions doivent étre sans valeur
nominale ni sans valeur au pair et doivent étre conformes aux
dispositions de la partie V de la Loi.

Rubrique 4 .

Si le droit de transfert des actions de la société doit étre restreint,
inclure une déclaration & cet effet et indiquer la nature de ces
restrictions.

Rubrique 5

Indiquer le nombre d’administrateurs. Si un vote cumulatif est prévu, ce
nombre doit étre fixe; autrement, il est permis de spécifier un nombre
minimal et maximal d’administrateurs.

Rubrique 6
Si des limites doivent étre imposées & !'activité commerciale de la
société, les indiquer.

Rubrique 7

Indiquer les dispositions que la Loi ou le réglement permet d’énoncer
dans les réglements administratifs de la société et qui doivent faire
partie des statuts, y compris les dispositions relatives au vote cumulatif
ou aux droits de préemption.

Rubrique 8

Chaque fondateur doit donner son nom, son adresse domiciliaire et
apposer sa signature. Si un fondateur est une personne morale, le nom
doit étre celui de la personne morale, I’adresse doit étre celle de son
siége social, et les statuts doivent étre signés par une personne
autorisée par la personne morale.

Autre documents

Les statuts doivent étre accompagnés d’un avis de désignation du lieu
du siége social {formule 3) et d’'une liste des administrateurs {formule
6). Une formule 6 doit étre envoyée au directeur dans les quinze {15)
jours suivant tout changement dans la composition du conseil
d’administration conformément au paragraphe 113{1) de la Loi.

Autres avis
Si la société projetée doit effectuer :
a) la construction ou l'exploitation d'un pipeline pour le transport du
gétrole ou du gaz, défini dans la Lo/ sur I'Office national de I'énergie,

) la construction ou 'exploitation d’un production défini dans la Lo/ de
1987 sur les transports nationaux,
c) le commerce d’une société d’investissement au sens de la Lo/ sur les
sociétés d'investissement,
les fondateurs doivent informer le ministre responsable du ministére ou
I'agence qui réglemente ces entreprises.

Les renseignements que vous fournissez dans ce document sont
recueillis en vertu de la Lo/ canadienne sur les sociétés par actions, et
seront emmagasinés dans le fichier de renseignements personnels
MCC/P-PU-093. Les renseignements personnels que vous fournissez
sont protégés par les dispositions de la Loi sur la protection des
renseignements personnels. Cependant, la divulgation au public selon
les termes de l'article 266 de la Lo/ canadienne sur les sociétés par
actions est permise en vertu de la Lo/ sur Ja protection des
renseignements personnels.

Le document rempli et les droits payables au receveur général doivent
étre envoyés au :

Directeur, Loi canadienne sur les sociétés par actions
Tours Jean-Edmonds, su

9° étage

365, av. Laurier ouest

Ottawa (Ontario} -

K1A 0C8

IC 3419 (1999/06) p.2



I*l Industry Canada

Canada Business
Corporations Act

Industrie Canada

Loi canadienne sur les
sociétés par actions

FORM 3
NOTICE OF REGISTERED OFFICE OR
NOTICE OF CHANGE OF ADDRESS OF REGISTERED OFFICE
(SECTION 19)

FORMULE 3
AVIS DE DESIGNATION OU
DE CHANGEMENT D’ADRESSE DU SIEGE SOCIAL
(ARTICLE 19)

1 |Name of the Corporation - Dénomination sociale de la société

_‘QJCorporation No. - N° de la société

3 [Place in Canada where the registered office is situated. {Describe the place in
terms of a broad municipal definition. This place must match the place listed in
Item 2 of the Articles.)

Lisu du siége social au Canada. (Indiquer le lieu selon [a définition générale de
municipalité. Il doit correspondre au lieu indiqué a I'article 2 des statuts.)

,iJ Address of Registered Office - Adresse du siége social

CAUTION: Address of registered office must be within the place that is described in the Articles and Item 3; otherwise an amendment to the Articles is required

{paragraph 173(1)(b) of the Act, use Form 4) in addition to this form,

AVIS : L'adresse du siége social doit se trouver dans les limites du lieu indiqué dans les statuts et a la rubrique 3. Sinon, il faut modifier les statuts (alinéa

173(1) b) de Ia Loi) et remplir, outre la présente formule, la formule 4.

5 IEffective Date of Change - Date de prise d’effet

6 ‘Previous Address of Registered Office - Ancienne adresse du siége social

Date Signature

Title - Titre

For Departmental Use Only - A I'usage du ministére seulement

Filed
Déposée

IC 3420 (1997/12)

i+l
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Canada Business Corporations Act

Notice of Registered Office or
Notice of Change of Registered Office
FORM 3
INSTRUCTIONS

Format
Documents required to be sent to the Director must be in a clear
and legible form.

Complete Items 1,3 and 4 for new corporations.

Complete Items 1 to 6 for changes. Note: Where required by the
Act, the changes being reported by the filing of this Form must
be authorized by the director(s).

Item 1
The full legal name of the corporation.

Item 2
Complete only in the case of change of registered office.

Item 3

Set out the place in Canada where the registered office is
situated as indicated in the Articles of the corporation. The
description should be in terms of a broad municipal definition,
not a specific street address (e.g. Montreal Urban Community, in
the Province of Quebec).

Item 4
The full address at which the registered office is to be situated
or to which it is to be changed.

Item 5
The date when the change of registered office is to take effect.

Item 6 )
The previous address of the registered office, if any.

Signature ) i

A director or-authorized officer of the corporation shall sign the
Notice. If a new corporation, an incorporator shall sign the
Notice.

Completed document is to be sent to:

The Director, Canada Business Corporations Act
Jean Edmonds Towers, South

9th Fioor

365 Laurier Ave. West

Ottawa, Ontario

K1A 0C8

Loi canadienne sur les sociétés par actions

Avis de désignation ou
de changement du siége social
FORMULE 3
INSTRUCTIONS

Présentation )
Tous les documents dont I'envoi au directeur est exigé doivent
étre clairs et lisibles.

Remplir les rubriques 1, 3 et 4 pour les nouvelles sociétés.
Remplir les rubriques 1 & 6 si des changements sont survenus.
Nota : Lorsqu’exigé par la Loi, les changements rapportés par le
dép6t de cette formule doivent é&tre autorisés par les
administrateurs.

Rubrique 1
La dénomination sociale compléte de la société.

Rubrique 2
A remplir seulement dans le cas d'un avis de changement du
siége social.

Rubrique 3

Indiquer le lieu au Canada ol se situe le siége social, tel qu’il est
indiqué dans les statuts de la société. Il s’agit de décrire le lieu
en général, en fonction de la municipalité plutét que par rapport
a3 une adresse municipale précise (ex. dans la Communauté
urbaine de Montréal, province de Québec).

Rubrique 4
L’adresse compléte du siége social ou celle ou il doit désormais
étre situé.

Rubrique 5
La date a laquelle le changement du siége social doit prendre
effet.

Rubrique 6
L'adresse précédente du siége social, le cas échéant.

Signature '

Un administrateur ou un dirigeant autorisé de la société doit
signer |'avis. S’il s’agit d’une nouvelle société, un fondateur doit
signer I'avis.

Le document rempli doit étre envoyé au :

Directeur, Loi canadienne sur les sociétés par actions
Tours Jean-Edmonds, sud

9€ étage

365, ave Laurier ouest

Ottawa (Ontario)

K1A 0OC8
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Canada Business  Loi canadienne sur les
Corporations Act  sociétés par actions

FORM 6 FORMULE 6
NOTICE OF DIRECTORS LISTE DES ADMINISTRATEURS
OR NOTICE OF CHANGE OU AVIS DE CHANGEMENT
OF DIRECTORS DES ADMINISTRATEURS
(SECTIONS 106 AND 113) {ARTICLES 106 ET 113)

1- Name of corporation - Dénomination de fa société

2- Corporation No. - N° de la société

3- The following persons became directors of this corporation - Les personnes suivantes sont devenues administrateurs de la présente société

Effective Date

Name - Nom Date d’'entrée en vigueur

Residential Address - Adresse domiciliaire

Resident Canadian - Y/N
Résident canadien - O/N

4- The following persons ceased to be directors of this corporation - Les

personnes suivantes ont cessé d'étre administrateurs de la présente société

Effective Date

Name - Nom Date d'entrée en vigueur

Residential Address - Adresse domiciliaire

5- The directors of this corporation now are - Les administrateurs de la présente société sont maintenant

Name - Nom

Residential Address - Adresse domiciliaire

Resident Canadian - Y/N
Résident canadien - O/N

Date Signature

Title - Titre

IC 3103 (1998/02)

Filed - Déposée




Canada Business Corporations Act

Notice of Directors or
Notice of Change of Directors
FORM 6
INSTRUCTIONS

Format

Documents required to be sent to the Director must be in a clear and
legible form.

Complete items 1 and 5 for new corporations.

Complete items 1 through 5 for changes. Note: Where required by
the Act, the changes being reported by the filing of this form must
be authorized by the director(s) or shareholder(s).

Item 1
Set out the full legal name of the corporation.

Item 2
Always set out the corporation number when filing a Notice of
Change of Directors (Form 6).

Item 3,4 and 5

With respect to each director,

(a) set out first given name, initial and family name;

(b) set out full residential address (not business address), including
postal code;

(c) refer to the definition of "resident Canadian" in the Canada

Business Corporations Act and Canada, Business Corporations
Regulations.

Signature
A director or authorized officer of the Corporation shall sign the
Notice. If a new corporation, an incorporator shall sign the Notice.

Completed document is to be sent to:

The Director, Canada Business Corporations Act
Jean Edmonds Towers, South

9th Floor

365 Laurier Ave. West

Ottawa, Ontario

K1A OC8

The information you provide in this document is coliected under the
authority of the Canada Business Corporations Act and will be stored
in personal information bank number IC/PPU-049. Personal
information that you provide is protected under the provisions of the
Privacy Act. However, public disclosure pursuant to section 266 of
the Canada Business Corporations Act is permitted under the Privacy
Act.

Canadi

Loi canadienne sur les sociétés par actions

Liste des administrateurs ou
Avis de changement des administrateurs
FORMULE 6
INSTRUCTIONS

Présentation

Tous les documents dont I'envoi au directeur est exigé doivent étre
clairs et lisibles.

Remplir les rubriques 1 et 5 pour les nouvelles sociétés.

Remplir les rubriques 1 a 5 si des changements sont survenus. Nota :
Lorsq'exigé par la Loi, les changements rapportés par le dépot de
cette formule doivent étre autorisés par les administrateurs ou les
actionnaires.

Rubrique 1
Indiquer la dénomination officielle compléte de la société.

Rubrique 2 :
lindiquer toujours le numéro de la société lors de I'envoi d’un avis de
changement des administrateurs (Formule 6).

Rubrique 3, 4 et 5

En ce qui concerne chaque administrateur :

a) indiquer son prénom, ses initiales et son nom de famille;

b} donner !'adresse compléte de son domicile (non son adresse
d'affaires) en incluant le code postal;

c) consulter la définition de "résident canadien" dans la Lo/ et /e
Reglement sur les sociétés par actions de régime fédéral.

Signature

Un administrateur ou un dirigeant autorisé de la société doit signer
avis. S'il s’agit d'une nouvelle société, un fondateur doit signer
"avis.

Le document rempli doit étre envoyé au :

Directeur, Loi canadienne sur les sociétés par actions
Tours Jean-Edmonds, sud

9¢ étage

365 av. Laurier ouest .

Ottawa (Ontario)

K1A 0C8

Les renseignements que vous fournissez dans ce document sont
recueillis en vertu de la Loi canadienne sur les sociétés par actions et
seront emmagasinés dans le fichier de renseignements personnels
IC/PPU-049. Les renseignements personnels que vous fournissez sont
protégés par les dispositions de la Lo/ sur la protection des
renseignements personnels. Cependant, la divulgation au public selon
les termes de l'article 266 de la Loi canadienne sur les sociétés par
actions est permise en vertu de la Loi sur la protection des
renseignements personnels.
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B See Instructions on the Reverse Side - Voir les instructions au verso

FORMULE 22
RAPPORT ANNUEL
(article 263)

FORM 22
ANNUAL RETURN
{section 263)

(
I
I
1
1
1
]
:
| Canada Business
1
1
]
1
]
1
1
i
1
1
1
.
]

_1_| Corporation Name and Registered Office Address - Dénomination de la société et adresse du lieu du sidge social

_2_] Corporation No. - N° de la société

/_3J Business No. - N° d’entreprise

{and mailing address, if different from that of registered office) - {ainsi que I'adresse postale si alle différe de celle du sidge social)

Taxation Year En

d
4 Fin de I’'annéde d'imposition
Y-A M

1 1 1 I ] I |

' i’ Main Types of Business - Catégories principaies d’activité commerciale

Has there been a change of directors?
Y a-t-il eu un changement d'administrateurs?

D Yes - Oui D No - Non

If yes, has Form 6 been: - Si oui, la formule & a-t-elle 6té :

D Filed - Déposée

D Attached - Annexée

Has there been a change of registered office?
Y e-t-il eu un changement du sidge social?
D No - Non

G Yes - Oul

if yes, has Form 3 been: - Si oui, la formule 3 a-t-elle été :

D Filed - Déposée

7]

D Attached - Annexée

8
—J Date of Last Annual Meeting

9 | Does th'o gorporation distribute its securities to

> the public " > D Yos No
Date de la derniére assemblée annuelle La société émet-elle ses valeurs mobiliéres par Oui Non
voie de souscription publique?
- 29
' Does the corporation have 15 or more shareholders? . _
La société a-t-elle 15 ectionnaires ou plus? > D Yes - Oul D No - Non
' lll Does the Corporation have in place a unanimous shareholder agreement referred to in subsection 146(2) of the Act, that restricts,
in whole or in part, the power of the directors to manage the business and affeirs of the corporetion? D Yes No
La société dispose-t-elle d’une convention unanime des actionnaires visée au paragraphe 146(2) de la Loi, qui restreint en tout ou 4 Oui Non

! en partie les pouvoirs des administrateurs de gérer les affaires tant commerciales qu’internes de la société?

' 1 zl Jurisdictions in which the corporation is carrying on business - Provinces et territoires oU la société exerce ses activités

' Prov./Territory-Prov./Territoire

Address of the principal place of business or address for service - Adresse principele de la société ou adresse aux fins de signification

Signature Title - Titre

Date Tel. No. - N° de té.

FOR DEPARTMEN N

Date Received Validation Key Code - Code clé

Date de réception

Cheque - Chéque Amount - Montant

IC 2580 (2001/04)

i+l

Canadi



Canada Business Corporations Act

ANNUAL RETURN
FORM 22
INSTRUCTIONS

General

In accordance with section 263 of the Canada Business Corporations
Act and subsection 4(3) of the Canada Business Corporations
Regulations, a corporation must submit to the Director an annual return
with the prescribed fee of $40 ($20 if transaction_is completed through
Corporations Directorate’s Electronic Filing ~ Centre -
http://strategis.gc.ca/corporations) within 6 months of its taxation year
end as defined by the Income Tax Act. Fees are payable to the Receiver
General for Canada.

item 4
State the date of the corporation’s taxation year end as defined by the
Income Tax Act.

Item 5

State the main actual business, or businesses of the corporation,
indicating, where possible, the corporation’s standard industrial
classification code {S.1.C.C.).

Item 6
Indicate whether there has been any change of directors since the last
annual return and whether a notice of change of directors (Form 6) has
been filed. Note that under subsection 113(1)} of the Act a notice of
change of directors must be filed within fifteen (15) days of a change of
directors. Note that where required bg the Act, the changes bein

reported by the filing of this Form must be authorized by the director(s
or shareholders.

Item 7

Indicate whether there has been any change of registered office since
the last annual return and if a notice of change of registered office
(Form 3) has been filed. Note that under subsection 19(4) of the Act a
notice of change of registered office must be filed within fifteen {15)
days after a change of registered office. Note that where required by
the Act, the changes being reported by the filing of this Form must be
authorized by the director(s) or shareholders.

Item 8 .
Indicate the date of the last annual meeting.

Item 9

Indicate whether the corporation is a "distributing corporation”, that is,
a corporation that has made a distribution of its securities to the public
within the meaning of subsection 2(7) of the Act.

item 10

Indicate whether the corporation has 15 or more shareholders. Part Xlil
of the Act requires any corporation that has 15 shareholders or more to
solicit proxies.

Item 11

Indicate whether a unanimous shareholder agreement is in place. A
unanimous shareholder agreement is a written agreement among all the
shareholders of a corporation that restricts, in whole or in part, the
powers of the directors to manage the business and affairs of the
corporation by giving to the shareholders certain powers usually
conferred to the Board of Directors.

item 12

For each provincial/territorial jurisdiction in which the corporation is
carrying on business, including the operation of an enterprise, or
ossesses an immoveable real right, other than a prior claim or
ypothec, state the address of the principal place of business or
address for service, including the city and the postal code. If there is
not enough room, please attach a piece of paper with the additional
information. A corporation is presumed to be "carrying on business” if it
has an address in the province/territory or having there, either directly
or through the agency of a representative acting under a general
mandate, an establishment, a post office box or the use of a telephone
line, or_carrying out in the province/territory any act for the purpose of
profit. This information is being collected as part of an initiative which
may eventually eliminate the need to register in each province or
tg,rntorx in which the corporatipn carries on business. At this time, the
filing of forms is still required at the provincial level.

Signature
A director or authorized officer of the corporation shall sign the return.

Completed form to be sent to:

The Director, Canada Business Corporations Act
Jean Edmonds Towers, South

9th Fioor

365 Laurier Ave. West

Ottawa, Ontario

K1A 0C8

Lol canadienne sur les sociétés par actions

RAPPORT ANNUEL
FORMULE 22
INSTRUCTIONS

Gériéralités .

En vertu de larticle 263 de la Lo/ canadienne sur les sociétés par
actions et du paragraphe 4(3) du Réglement sur les sociétés par actions
de régime fédéral, toute société doit soumettre au directeur un rapport
annuel accompagné du droit prescrit de 40 $ (20 § si la transaction est
effectuée par l'entremise du_ Centre de dépdt électronique de Ila
Direction générale des corporations - http://strategis.gc.ca/corporations)
dans les 6 mois suivant la fin de I'année d’imposition telle qu’elle est
définie dans la Lo/ de /'imp6t sur le revenu. Les droits sont payables au
Receveur général du Canada.

Rubrique 4 . .
Donner la date de la fin de I’année d’imposition de la société telle qu’elle
est définie dans la Lo/ de /'imp6t sur le revenu.

Rubrique 5 . . . ) )
Donner la ou les principales activités de la société en utilisant, si
possible, le code de classification des activités économiques.

Rubrique 6

Indiquer s’il y a eu un changement des administrateurs depuis le dernier
rapport annuel et si un avis de changement des administrateurs (formule
6) a été déposé. En vertu du paragraphe 113(1) de la Loj, un avis de
changement des administrateurs doit étre fourni dans les 15 jours
suivant un changement. Nota Lorsqu’exigé par la Lo/, les
changements rapportés par le dépit de cette formule doivent étre
autorisés par les administrateurs ou les actionnaires.

Rubrique 7 . . . ,
Indiquer s’il y a eu un changement du sidge social depuis le dernier
rapport annuel et si un avis de changement du sidge social (formule 3) a
616 déposé. En vertu du paragraphe 19(4) de la Lo/, un avis de
changement du sidge social doit etre fourni dans les 15 jours suivant un
changement. Nota : Lorsqu’exigé par la Lo/, les changements rapportés
par le dépdt de cette formule doivent étre autorisés par les
administrateurs ou les actionnaires.

Rubrique 8
indiquer |a date de la derniére assemblée annuelle.

Rubrique 9
Indiquer si la société a émis de ses valeurs mobilidres par voie de
souscription publique au sens du paragraphe 2(7) de la Lo/.

Rubrique 10 . .
Indiquer si la société a15 actionnaires ou plus, La partie Xlll de la Lo/
exige que toute société comptant 15 actionnaires ou plus sollicite des
procurations.

Rubrique 11

Indiquer si la société est assujettie & une convention unanime des
actionnaires. Une convention unanime des actionnaires est une entente
écrite liant tous les actionnaires de la société et qui restreint en tout ou
en partie les pouvoirs des administrateurs de gérer les affaires tant
commerciales qu’internes de la société, en donnant aux actionnaires
certains pouvoirs qui sont normalement conférés aux administrateurs.

Rubrique 12 L.
Donner I'adresse principale de la société ou |'adresse pour fin de
signification avec ville et code postal pour chaque province/territoire ot
la société exerce ses activités, incluant I'exploitation d'une entreprise,
ou y posséde un droit réel immobilier autre qu‘une priorité ou une
hypothéque. S’il n’y a pas suffisamment d’espace, veuillez joindre une
feuille supplémentaire contenant |'information additionnelle. Une société
est présumée exercer une activité ou exploiter une entreprise si elle
posséde une adresse dans la province/territoire ou qui, par elle-méme ou
par l'entreprise de son représentant agissant en vertu d’un mandat
énéral, posséde un établissement ou un casier postal ou dispose d’une
igne télephonique dans la province/territoire, ou y accomplit un acte
dans le but d’en tirer un profit. Cette information est demandée suite
une initiative qui pourrait éventuellement éliminer ['obligation
d’enregistrement dans chaque province/territoire ot la société exerce
ses activités. Pour |'instant, le dépdt des formules au niveau provincial
est encore obligatoire.

Signature
Un administrateur ou un dirigeant autorisé de la société doit signer le
rapport.

La formule complétée doit étre envoyée au :

Directeur, Lo/ canadienne sur les sociétés par actions
Tours Jean Edmonds, sud

9idme étage

365, ave Laurier ouest

Ottawa gOntano)

K1A OC
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