
CANADIAN CROWDFUNDING SURVEY
GLOSSARY OF TERMS

Accredited Investor means a type of investor defined under Canadian securities law that can
invest in private placements and includes: (a) an individual who, alone or together with a
spouse, owns financial assets worth more than $1 million before taxes but net of related
liabilities; (b) an individual, who alone or together with a spouse, has net assets of at least
$5,000,000; (c) individual whose net income before taxes exceeded $200,000 in both of the last
two years and who expects to maintain at least the same level of income this year; and (d) an
individual whose net income before taxes, combined with that of a spouse, exceeded $300,000
in both of the last two years and who expects to maintain at least the same level of income this
year.

Crowdfunding describes the collective effort of individuals who network and pool their money,
usually via the Internet (i.e., Portal) to support efforts initiated by other people or organizations.
There are various Crowdfunding models, such as the donation, reward, pre-purchase and peer-
to-peer lending Crowdfunding models. For purposes of this Survey, Crowdfunding means equity
Crowdfunding being the distribution of securities over the Internet through a Portal.

Crowdfunding exemption means the proposed prospectus exemption to permit Crowdfunding
in Ontario as described in OSC Staff Consultation Paper 45-710 – Considerations for new
Capital Raising Prospectus Exemptions.

CSA means the Canadian Securities Administrators being a collective forum composed of all
the provincial and territorial securities regulators of Canada. The CSA's main goal is to
collaborate on the creation and harmonization of securities regulations across Canada.

FINRA means the Financial Industry Regulatory Authority, the largest self-regulatory
organization (SRO) in the United States. It writes and enforces rules governing the securities
industry, including having jurisdiction over all broker-dealers and registered representatives.  In
Canada, the equivalent SRO is the Investment Industry Regulatory Organization of Canada
(IIROC).

JOBS Act means the ‘‘Jumpstart Our Business Startups Act’’ is a United States law intended to
encourage funding of United States small businesses by easing various securities regulations,
which includes a framework for Crowdfunding (Title III), The JOBS Act was signed into law by
President Barack Obama on April 5, 2012.

Portal or funding portal means any entity that acts as an intermediary in a transaction involving
the offer or sale of securities for the account of others through the I
nternet.

SEC means the United States Securities and Exchange Commission.

SME means a small business as one that has fewer than 100 employees (if the business is a
goods-producing business) or fewer than 50 employees (if the business is a service-based
business). Firms with between 50 and 499 employees are considered “medium”. The smallest
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of small businesses are called micro-enterprises, most often defined as having fewer than five
employees.

On-going Disclosure is disclosure that an issuer provides investors on an ongoing basis after
completion of an offering that includes both financial and non-financial information about the
business and affairs of the issuer.  Under existing Canadian securities laws, there is no legal
requirement to provide on-going disclosure by private companies to its investors.

Know-Your -Client (KYC) refers to the legal obligation under applicable Canadian securities
law for registrants  (e.g., exempt market dealers, portfolio managers and others registered with
Canadian securities authorities to trade or advise in securities) to take reasonable steps to
establish the identity of a client. Registrants must meet the KYC and KYP requirements (see
below) in order to make the suitability determination required by law. See “Suitability Obligation”
below.

Know-Your-Product (KYP) refers to the legal obligation under applicable Canadian securities
law that requires registrants (e.g., exempt market dealers, portfolio managers and others
registered with Canadian securities authorities to trade or advise in securities) to have in-depth
knowledge of all securities that they buy and sell for, or recommend to, their clients. Registrants
should know each security well enough to understand and explain to their clients the security’s
risks, key features, and initial and ongoing costs and fees. Having the registered firm’s approval
for representatives to sell a product does not mean that the product will be suitable for all
clients.  See “Suitability Obligation” below.

Suitability Obligation means the legal obligation imposed by Canadian securities law on
individuals and firms registered with a Canadian securities regulator to take reasonable steps to
ensure that a proposed trade is suitable for a client before making a recommendation or
accepting instructions from the client.

* * *

About the National Crowdfunding Association of Canada (NCFA Canada):
NCFA Canada is a newly formed Canadian non-profit organization created to fill a need to unify
a national crowdfunding voice of the various industry groups, associations and affiliations into a
single national organization and provide a forum and network for all businesses, industries and
stakeholders across Canada interested in crowdfunding. For more information please visit
www.ncfacanada.org

About the Exempt Market Dealers Association of Canada (EMDA)
The EMDA is a not-for-profit industry association that brings together exempt market dealers,
exempt market product issuers, and professional advisers to the exempt market. Since 2002,
the EMDA has been a national industry voice for the exempt market to securities regulators,
government agencies and the capital markets and provides valuable services and benefits to its
members, including: exclusive customized insurance programs for exempt market dealers,
regulatory and compliance guidance, opportunities for professional development and continuing
education, and access to a network of exempt market professionals from coast to coast. For
more information, please visit our website: www.emdacanada.com
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