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1.0 Background 

On June 28, 2005, pursuant to an application made by the Manitoba Securities 

Commission (“MSC”) under Section 27 of The Securities Act, the Court of Queen’s 

Bench (the “Court”) made an Order appointing Deloitte & Touche Inc. (“Deloitte” or 

the “Receiver”) as Receiver and Manager of the Crocus Investment Fund (“Crocus” 

or the “Fund”). The Receiving Order appointed Deloitte as Receiver over all of 

Crocus’ current and future assets, undertakings and properties and granted the 

Receiver powers to carry out its duties as outlined in the Order. 

Prior to the appointment of the Receiver, Crocus was a Labour-Sponsored Venture 

Capital Corporation (formerly referred to as a Labour Sponsored Income Fund or 

LSIF). It was created with the enactment of The Manitoba Employee Ownership 

Fund Corporation Act, C.C.S.M. c. E95. This Act was launched with the purpose of 

raising venture capital through the sale of common shares. The proceeds of sale 

were intended to be invested in eligible Manitoba businesses. The name of the Act 

was subsequently changed to The Crocus Investment Fund Act (“the Crocus Act”) by 

virtue of Part 2 of The Labour-Sponsored Investment Funds (Various Acts 

Amended), C.C.S.M. c. C308. 

Common shares of the Fund (“Class A shares”) were available for purchase by 

individuals, with the purchase of shares generally being made through Registered 

Retirement Savings Plans. The Fund offered shares for purchase between 1992 and 

December 2004 when trading of the shares was suspended. 
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2.0 Class action 

Shortly following the appointment of the Receiver, a Class Action statement of claim 

(“Class Action”) was issued against Crocus, Crocus Capital Inc. and 21 other 

defendants. The claim sought $150 million in damages from the defendants for 

negligence and oppression as well as punitive and exemplary damages. A second 

Class Action was subsequently filed against the Government of Manitoba 

(collectively referred to as “Class Actions”). Certain of the defendants namely, 

certain former officers and directors of Crocus, Wellington West Inc., and BMO 

Nesbitt Burns Inc. claimed written or statutory indemnities from Crocus for any 

amounts which they might have been obliged to pay to the class action plaintiffs. 

Subsequent to the issuance of the Class Actions, The Receiver made an application 

for the advice and direction of the Court respecting a distribution to shareholders. 

The Class Action defendants claiming indemnities opposed any distribution to 

shareholders at that time. Madam Justice D. McCawley issued a judgement on 

April 7, 2006 which declined permitting any distribution citing the existence, 

amongst other things, of the indemnity claims. 

The parties in the Class Actions subsequently entered into various settlement 

agreements the last of which was approved by Mr. Justice K. Hanssen on April 22, 

2009. The Orders approving the settlements required affected shareholders to 

signify that they were opting out of the proposed settlements. In all cases there 

were insufficient opt outs registered with Deloitte & Touche Inc. as administrator 

(“Administrator”) of the Class Action settlements to set them aside. As of the date 

hereof, the Class Actions have been settled. Deloitte & Touche Inc., as Administrator 

is now in possession of the net settlement funds which total approximately $6.9 

million. Attached as Appendix 1 is a statement of receipts and disbursements 

received from counsel for the Class Action plaintiffs. 

Concurrent with the resolution of the Class Action, the Receiver dismissed its action 

against Crocus’ insurer. This action was with respect to the statement of claim which 

Crocus had issued asking the Court to declare that the legal costs associated with 

the MSC and Office of the Auditor General investigations were covered by the policy 

of insurance. 
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3.0 Assets 

In the June 30, 2009 Quarterly Report the Receiver reported that there were two 

(2) primary assets of the Fund that remained: cash and equivalents totalling 

approximately $65.7 million; and the remaining Crocus portfolio comprised of 17 

investments with an aggregate book value of approximately $19.6 million. The 

Receiver will continue to realize on the balance of the portfolio but is of the view 

that there is more than sufficient cash to provide for creditor claims and ongoing 

commitments of the Fund such that a distribution to shareholders should be 

considered at this time. 
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4.0 Creditors 

4.1 Acknowledged creditors 

Since its appointment the Receiver has paid and/or settled most of Crocus’ 

obligations of which it is aware. The Receiver is aware of the following outstanding 

creditor claims: 

• An obligation for a lease of real property at 211 Bannatyne. The lease 

terminates on September 30, 2016. The gross amount payable for the 

remaining term of the lease is approximately $2.8 million. 

• An obligation to the Canadian Labour Congress, which is under dispute, with 

respect to a claim for an unfunded liability for Crocus’ portion of the pension 

plan which is being wound up. The remaining liability has most recently 

been estimated at $0.3 million. 

• An obligation for certain telephone equipment leases. The last of the leases 

expire in 2010. The gross amount payable under these leases would not 

exceed $20,000. 

4.2 Unknown creditors/Claims process 

Pursuant to the Order of the Court of Queen’s Bench dated July 22, 2009, the 

Receiver was authorized to advise that any person, not including shareholders of 

Crocus, with a claim of any kind relating to, or arising from, the operation of Crocus 

both before and after the appointment of the Receiver must file a Proof of Claim in 

the prescribed form with the Receiver by no later than August 24, 2009. The Notice 

as approved by the Court was published in the Winnipeg Free Press on Friday 

July 24, 2009. In addition, the advertisement was posted on the Receiver’s website. 

A copy of the advertisement is attached as Appendix 2. No additional claims, other 

than those identified in this report, were identified as a result of the claims process. 

4.3 Receiver undertakings 

In order to facilitate settlements with the former officers and directors of the Fund, 

the Receiver agreed to the following undertakings: 

• To pay up to $250,000 to counsel representing the former Directors of the 

Fund to fund legal expenses for matters related to the ongoing investigation 

by the Manitoba Securities Commission. 

• To hold back $3.0 million of funds from the first interim distribution to 

shareholders. This holdback is available for release and distribution after 
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December 31, 2010 unless a director or officer named in the Class Action 

seeks indemnification for: judgements, fines, monetary penalties or 

settlement amounts resulting from the Manitoba Securities Commission 

proceedings; or any other proceeding initiated against these parties 

excluding those parties that have opted out of the Class Action litigation. 

The Receiver is under no obligation to fund these indemnity requests and 

may dispute the claims if it deems appropriate to do so. 

4.4 Receivership expenses 

The Receiver continues to incur costs to administer the receivership. These consist 

primarily of rent, the costs of staffing and maintaining a shareholder services 

department, and professional fees. 
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5.0 Share capital 

5.1 Classes of shares 

The capitalization of the Fund as at the date of receivership was as follows: 

(a) 200,000 Class G Shares issued for $2.0 million held by the Province of 

Manitoba 

(b) 20 Class L Shares issued for $200 held by Manitoba Federation of Labour 

(c) 69,126 Series Two Class I Shares issued for $800,145 held by three (3) 

different shareholders 

(d) 14,220,000 Class A shares (common shares) issued for $185,214,324 held 

by 33,569 individual shareholders 

The issued share capital is summarized as follows: 

 

The Class A shares were available for purchase by the general public within 

Manitoba. Attached as Appendix 3 and Appendix 4 are copies of the Restated 

Articles of Incorporation of Crocus Investment Fund dated October 25, 2001, as 

amended on January 3, 2003. Attached as Appendix 5 is a copy of the Crocus Act as 

Class G Shares

($2,000,000)

Class I Shares

($800,145)

Class L Shares 

($200)

Class A Shares 

($185,214,324)

Summary of Share Capital by Class and $
(at at July 14, 2009)
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it stood on the date of receivership and attached as Appendix 6 is a copy of the 

Crocus Act as it stands today. 

5.2 Cessation of trading 

On December 10, 2004 Crocus announced that it had initiated an organizational 

review and comprehensive assessment of the value of its portfolio. Furthermore 

Crocus received regulatory approval to halt sales and suspend redemptions of its 

shares during the review. Accordingly, no shareholder of Crocus has been able to 

redeem their shares since that time. 

5.3 Class G shareholder 

The Restated Articles of Incorporation dated October 25, 2001 state the following 

with respect to the Class G Shares held by the Province of Manitoba: 

8. Liquidation, Dissolution or Winding-Up. Subject to the rights of the 

holders of the Class I Shares, on the liquidation, dissolution or winding-up of 

the Fund, the holder of Class G Shares and the holder of Class L Shares shall 

receive rateably, share for share, without preference or distinction the 

Class G Liquidation Entitlement and the Class L Liquidation Entitlement (as 

hereinafter defined), respectively, before any further property or assets of 

the Fund are distributed. 

The Receiver has corresponded with The Province of Manitoba who has advised that 

they have no claim to make to any share of the proposed distribution on account of 

their Class G shares. 

5.4 Class L shareholder 

The Restated Articles of Incorporation dated October 25, 2001 state the following 

with respect to the Class L Shares held by the Manitoba Federation of Labour: 

7. Liquidation, Dissolution or Winding-Up. Subject to the rights of the 

holders of the Class I Shares, on the liquidation, dissolution or winding-up of 

the Fund, the holder of Class G Shares and the holder of Class L Shares shall 

receive rateably, share for share, without preference or distinction the 

Class G Liquidation Entitlement & the Class L Liquidation Entitlement, 

respectively, before any further property or assets of the Fund are 

distributed. The “Class L Liquidation Entitlement”, in relation to a Class L 

share, means the amount paid by the holder for the issue of the share. 

The Receiver proposes to refund the $200 paid by the Manitoba Federation of 

Labour at the same time that an interim distribution is made to the Class A and 

Class I shareholders. 
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5.5 Class I shareholders 

The Restated Articles of Incorporation dated October 25, 2001 reference two series 

of Class I shares. A third series of Class I shares was subsequently authorized. As at 

the date of receivership the only Class I shares issued were the Series Two Class I 

Shares. The Series Two Class I Shares are held by the Manitoba Government 

Employees Union, Workers Compensation Board of Manitoba, and United Health 

Services Corporation, carrying on business as Manitoba Blue Cross. 

The Restated Articles of Incorporation state as follows regarding the Series Two 

Class I Shares: 

6. Liquidation, Dissolution or Winding-Up. Subject to the prior rights of 

the holders of any shares or series of shares ranking senior to the Series 

Two Shares with respect to priority in the distribution of property and assets, 

the holders of Series Two Shares shall be entitled to share equally, share for 

share, without preference or distinction, with the holders of Common Shares 

(and with the holders of all shares or series of shares ranking equally to the 

Common Shares with respect to the distribution of property and assets) in 

all remaining property and assets of the Fund in the event of the liquidation, 

dissolution or winding-up of the Fund, whether voluntarily or involuntarily, or 

any other distribution of the assets of the Fund among its shareholders for 

the purpose of winding up its affairs. 

5.6 Class A shareholders 

The Restated Articles of Incorporation dated October 25, 2001 state the following 

with respect to the Class A Shares: 

7. Liquidation, Dissolution or Winding-Up. Subject to the prior rights of 

the holders of any shares or series of shares ranking senior to the Common 

Shares with respect to priority in the distribution of property and assets, on 

the liquidation dissolution or winding-up of the Fund, the holders of the 

Common Shares shall be exclusively entitled to receive rateably, share for 

share, any remaining property or assets of the Fund. 

There are approximately 33,569 individual Class A common shareholders (“Class A” 

or “Common Shares”) of Crocus. On average over the history of the Fund the 

average Crocus investor paid $13.49 per Class A share and purchased 

approximately 424 Class A shares worth approximately $5,700. The median size of 

a share purchase was $5,000. The largest class of investors were those who 

invested $1,000 to $4,999 in the Fund. Cumulatively 84% of the shareholders 

originally invested less than $10,000 into the Fund. 
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The following graph summarizes the value of the shareholdings of individual Class A 

shareholders based on the most recent estimated share price of $6.18 as at June 

30, 2009. The percentages in the graph below are based on the number of 

shareholders: 

 

The Class A shareholders were, subject to certain restrictions, entitled to a Manitoba 

Tax Credit and a corresponding Federal Tax Credit which effectively reduced their 

taxes payable in the year of purchase by 30% of the shares original cost. The 

credits were available on the first $5,000 of Class A shares purchased in any given 

year. 

Approximately 98% of the individuals who purchased Class A shares did so through 

registered savings plans. 

Class A Shareholder Analysis 
Estimated Share Value = $6.18

$10,000 to $24,999
Shareholders: 724
Percentage of Total: 2%

Greater than $25,000
Shareholders: 6
Percentage of Total: <1%

Under $1,000
Shareholders: 7,919
Percentage of Total: 24%

$5,000 to $9,999
Shareholders: 3,182
Percentage of Total: 9%

$1,000 to $4,999
Shareholders: 21,738
Percentage of Total: 65%
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6.0 Proposed interim 
distribution 

6.1 Rateable distribution 

The Receiver has notified all Class A shareholders of its intention to make 

application to the Court during September 2009 for authority to make an interim 

distribution to the Class A and Class I shareholders of Crocus. In addition the 

Receiver published a notice in the Winnipeg Free Press, Brandon Sun and the Globe 

and Mail on July 28, 2009. A copy of the letter sent to shareholders is attached as 

Appendix 7 and a copy of the notice is attached as Appendix 8. Both the notice and 

the letter have been posted on the Receiver’s website. The notice and letter advised 

that the proposed interim distribution would be on a rateable basis to Class A and 

Class I shareholders as follows: 

Total funds 

approved for interim 
distribution 

X 
Number of shares 

held by a 
shareholder 

= 
Shareholder’s portion 

of interim 
distribution 

Total number of 
Class A and Class I 

shares 

In addition the notice and letter notified all Class A shareholders of the Receiver’s 

intention to request that the Court order that the number of shares of each 

shareholder be reduced proportionately to reflect the interim payment. In this way, 

the relative holdings of each shareholder in the remaining shares as amongst other 

shareholders will remain the same so that proportionate entitlements to future 

distributions will stay the same. The amount of the proportionate reduction would 

total 63.1% which equates to the proposed interim distribution per share (Refer 

Section 7 below) divided by the most recent estimated Class A and Class I share 

value of $6.18. 

The advertisement and letter requested that if any Class A shareholder was not in 

agreement with the method of distribution outlined above, that they advise Deloitte 

in writing outlining the reasons for their disagreement on or before August 27, 

2009. The advertisement and letter also advised that “if the Receiver does not 

receive a written objection by August 27, 2009, it will assume that you are not 

opposed to the Receiver’s recommended interim distribution”. The Receiver has 

included the responses received from shareholders in a supplementary report. 

Should the Court approve an interim distribution, Class A shareholders with 

registered plans will have the option of transferring their portion of the distribution 
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to another tax deferred account or deregistering the funds which would cause the 

funds to be taxable. 

6.2 Quantum of funds 

In determining the quantum of funds available for an interim distribution the 

Receiver is of the view that there should be sufficient funds held back for 

acknowledged creditors, Receiver undertakings as well as a provision for ongoing 

Receiver operations. Accordingly the Receiver is of the view that the following 

holdback should be deducted from the cash and equivalents on hand in determining 

the quantum of funds available for distribution: 

• A holdback for creditors known to the Receiver and acknowledged as having 

valid claims. 

• A holdback for undertakings made by the Receiver subsequent to its 

appointment as Receiver and Manager of the Fund. 

• A holdback for ongoing receivership expenses. 

• A holdback for a refund of the $200 paid by the Manitoba Federation of 

Labour for its Class L shares. 

• A general holdback provision for unknown claims and general contingencies. 

Attached as Appendix 9 is an estimate of the proposed interim distribution outlining 

the estimated holdbacks outlined above. 

The Receiver notes that it is proposing an interim distribution and that there 

remains an additional $19.6 million (based on June 30, 2005 book value) of 

investments that will yield additional realizations over and above the holdbacks. The 

Receiver is not able to provide a firm estimate of what these investments will realize 

but projects at minimum it will be in excess of $9.0 million. Furthermore, the 

Receiver has provided for a gross holdback to cover for the remaining obligations 

under the real property lease outlined in Section 4.1 above notwithstanding that it 

has sublet the majority of the property and is receiving receipts therefrom. 

6.3 Tax credit claw back 

When shareholders purchased Class A shares, the shareholder was, except for 

certain specific exemptions, restricted from redeeming or transferring the shares for 

a period of eight (8) years. As at the date of this report, the hold period had expired 

for approximately 58% of the Class A shareholders. The Receiver has corresponded 

with the Province of Manitoba which has indicated that it will not claw back any of 

the tax credit which would have otherwise been payable as a result of the early 

redemption. Attached as Appendix 10 is a letter and waiver from the Province of 
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Manitoba confirming this position. As a result of the fact that the Province does not 

intend to claw back the tax credit there will be no Federal tax claw back as the 

quantum of Federal tax is a function of the amount of Provincial tax clawed back. 
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7.0 Recommendation 

The general function of the Receiver is to maximize the realization for the assets of 

Crocus and distribute the proceeds to those parties based on the various priorities 

and entitlements. The Receiver is at the point where it has either paid those 

creditors entitled to be paid or provided reserves which in its view are sufficient to 

cover any undertakings, potential claims, or obligations of the Receiver. After 

making provision for these reserves there remains surplus funds which in the 

Receiver’s view should be distributed to the shareholders of Crocus in the manner 

contemplated in the Articles of Incorporation. The Receiver is now seeking the 

Court’s authorization to making an Interim Distribution to the Crocus shareholder’s. 

The Receiver recommends that the sum of $54,727,591 be divided amongst the 

shareholders described in Section 6.1 above on a rateable basis as is contemplated 

by The Crocus Investment Fund Act and the Articles of Incorporation in respect of a 

winding up. This amount equates to $3.83 per Class A and Class I share. The details 

of the calculation are included in Appendix 9. Although there has been no formal 

winding up proceeding taken, the Receiver recommends such a distribution since it 

is consistent with the intent of the governing legislation and constating documents 

when Crocus ceases to carry on business. 
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8.0 General 

The Receiver has continued to post Court Orders, Receiver’s Reports, Quarterly 

Reports, Media Statements and shareholder letters as well as information related to 

the receivership and Class Action settlements on its website at 

www.deloitte.com/ca/crocusfund. 

Respectfully submitted this 4th day of September, 2009. 

DELOITTE & TOUCHE INC., in its 
capacity as Receiver and Manager of 
Crocus Investment Fund and not in its 

personal capacity. 

 
Per: S. P. Peleck 
 Senior Vice-President 
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Appendix 7 – 

Letter to shareholders July 27, 2009 
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Appendix 8 – 

Class A shareholder notice 





 

Crocus Investment Fund 
© Deloitte & Touche LLP and affiliated entities.  Receiver’s Report No. 12 

Appendix 9 – 
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