NOTICE OF PROPOSED CHANGESTO
PROPOSED NATIONAL INSTRUMENT 44-101,
PROPOSED FORM 44-101F1, PROPOSED FORM 44-101F2
PROPOSED COMPANION POLICY 44-101CP
SHORT FORM PROSPECTUSDISTRIBUTIONS
AND RULE 44-801
AND
RESCISSION OF NATIONAL POLICY STATEMENT NO. 47
PROMPT OFFERING QUALIFICATION SYSTEM

A. Substance and Purpose of Proposed National Instrument, Forms and
Companion Policy

1. I ntroduction

Onduly 23,1999, the Canadian Securities Adminigtrators (the "CSA™) published the following four
ingruments (collectively, the 1999 proposed Instruments') for comment:

- proposed National Instrument 44-101 Short Form Prospectus
Digributions (the “1999 proposed Nationd Instrument”)

- proposed Form 44-101F1 AIF (the 1999 proposed AIF")

- propased Form 44-101F2 Short Form Prospectus (the 1999 proposed
Prospectus Form™) (the two forms, collectively, the "1999 Proposed
Forms’)

- proposed Companion Policy 44-101CP (the "1999 proposed Policy").

The 1999 proposed Instruments were published at (1999), 22 OSCB (POP Supp). The
acoonpanying notice (the 1999 Notice") summarized these proposed instruments and requested
comments.

Thelngruments had previoudy been published for comment on February 20, 1998 at (1998), 21
OSCB 1138 (the 1998 Instruments’).

The CSA received comments on the 1999 proposed I nstruments from four commentators. The
lig of commentatorsis contained in Appendix A of this Notice and a summary of their comments,
together withthe CSA's responses to those comments, are contained in Appendix B of this Notice.
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Inadditionto considering the comments received on the 1999 proposed Instruments, the CSA dso
congidered the comments received by the Ontario Securities Commission (the "Commission”) on
proposed Rule 41-501 Genera Prospectus Requirements (" proposed Rule 41-501"), which was
published for comment on July 23, 1999 at (1999), 22 OSCB (LF Supp). Given the degree of
gmilarity between the proposed Instruments and proposed Rule 41-501, many of the comments
recaved on proposed Rule 41-501 were aso relevant to the CSA's consideration of the proposed
Insruments. A lis of these commentators on proposed Rule 41-501 isincluded in Appendix C.
A summary of the comments on proposed Rule 41-501 is included in Appendix D, together with
the Commission's responses to those comments.

The CSA aso considered the changes proposed by the Commission to proposed Rule 41-501,
whichis being republished for comment concurrently with the proposed Instruments. In addition,
the CSA considered a relevant comment it received on proposed Nationa Instrument 81-101
Mutual Fund Prospectus Disclosure.

As a reault of these condderations and further ddiberations of the CSA, the Commisson has
revised the 1999 proposed Instruments and is republishing them for comment.

The republished versons of these Insruments are referred to in this Notice collectively as the
"proposed Indrumants” and separately as the "proposed Nationd Instrument”, the "proposed AIF,
the "proposed Prospectus Form" (the two forms, collectively, the "proposed Forms') and the

"proposed Policy".

This Notice summarizes changes of a substantive nature that have been made to the 1999
proposed Insruments. Other changes of relevance to readers are in most cases identified in the
footnotes to the proposed Instruments.

Itisexpectted that the proposed Insruments will come into effect mid-2000. Prior to that time the
proposed new requirements will not be in force; however, issuers are encouraged to follow these
requirements.

2. Substance and Purpose

The substance and purpose of the proposed Instruments are to reformulate Nationd Policy
Satarent No. 47 Prompt Offering Qualification System. The proposed Nationd Instrument and
theproposed Forms are designed to continue to alow issuers to access Canadian capital markets
rgody and with aminimum of regulatory impediments, while maintaining current levels of investor
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protection and public disclosure. The proposed Policy provides guidance as to the exercise of
reguatory discretion under the proposed Nationd Instrument and the manner in which provisons
in the proposed National Instrument are intended to be interpreted or applied by the Canadian
securities regulatory authorities.

For additiond information concerning the background to the proposed Instruments, reference
dould be made to the Notice for the 1998 Instruments, the 1999 Notice and Appendices B and
D of thisNotice.

B. Summary of Changesto the Proposed I nstruments

Changesdf asubstantive nature that have been made to the proposed Instruments are summarized

here.

National | nstrument 44-101

1 Qualification Criteria

Inresponseto comments, a new element has been added to each type of qudification criteria An
issuer filing a preliminary short form prospectus more than 90 days after the end of its most
recantly completed financid year must have filed its financid statements for that year in order to be
qudified tofileaprospectus in the form of a short form prospectus. In sections 2.5 and 2.6 dedling
with guaranteed distributions, this criterion has been changed to require that the credit supporter,
not the issuer, must have filed financid statements for that yeear.

2. Financial Statement Disclosure for Significant Acquisitions

@ Sonificance Tes

Thethreetets for determining whether an acquisition of abusiness by an issuer is"significant” and,
consequently whether the financia statement disclosure requirements in Part 4 of the proposed
Instrument apply, are set out in subsection 1.2(1) of the proposed Instrument. In the 1999
proposed Instrument, the second of these three tests measured the acquired business revenue
against the revenue of the issuer. In response to comments received on the 1999 proposed
Indrumant, the"'revenue’ test has been deleted and replaced by an "investment” test. This new test
MessUres an issuer's investments in and advances to an acquired business againg the assets of the



issuer and closdy pardlelsthe investment test used by the Securities and Exchange Commission
(the "SEC") to determine the significance of an acquisition to an issuer for the purposes o
determining whether financid statements of the acquired business are required disclosure. (See
SECRule 3-05(b) of Regulation S-X under the United States Securities Exchange Act of 1934.)
This investment test is, in the CSA's view, better suited to hi-tech and other new economy
businesses and dso offers the benefit of greater harmonization with the SEC's practice.

Theather two tests have remained unchanged: the first which measures the assets of the acquired
busnessagaind the assets of the issuer and the third which measures the net income of the acquired
business againg the net income of the issuer. If any one of the three tests is satified at the 20%
levd, the acquisition is considered under the proposed Nationa Instrument to be "sgnificant” to
the issuer.

(b) Timing of the Application of the Sgnificance Test

The three tedts for significance of an acquisition are gpplied under the proposed National
Irstrument & two pointsintime: fird, a the time of acquidtion and, again, & the time of filing the
preliminary prospectus. An acquigtion is "sgnificant” only if it satisfies one of the three tests on
both dates.

The earlier date is new. It has been added to the proposed Nationd Instrument in response to
comments received advocating the need for (i) certainty asto whether an acquisition is significant
a an earlier date, and (ii) greater harmonization with the SEC's practice. Thisearlier date gives
issuers the benefit of certainty as to whether an acquisition is not sgnificant & the time the
acquigtionis made. If the acquistion is not sgnificant on this earlier date, there is no need to
condde thesecond date as the test is cumulative. The second date was previoudy included in the
1999 proposed Nationa Instrument and has been retained because it is important, in the CSA's
view, to recognize the potential growth of issuers between the date of acquisition and the date of
aprospectus offering and the corresponding potentid decline in the significance of any acquistion
made.

(© Periods Required

Inreponse to comments, Part 4 of the proposed Nationa Instrument has been revised to require
separate financia satements of an acquired business only for periods before the acquisition, not
after.

(d) Pro Forma Financid Statements
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Thepaiodsforwhich pro forma financia statements need to be included in a prospectus reflecting
reoat sgnificant acquisitions have been revised in aminor way in response to comments. The pro
forma statements giving effect to sgnificant acquisitions completed in the previous year are
required only as of the beginning of the current financid year, not dso a the beginning of the most
recent interim period as had been the case in the 1999 proposed Nationa Instrument.

(e Exceptions to Disclosure Requirements for Significant Acquisitions

In Part 4 of the proposed Nationa Instrument, a number of limited exceptions have been added
to the financid statement disclosure requirements for significant acquisitions. The first exception
giesif the acquired business changed its financia year end during the period for which the issuer
isrequiredto include financid statements of the business. To benefit from the exception, the issuer
mug indudkeaudited financid statements of the business for a nine month period in the year in which
theyear endchanged. A second exception has been added that permits an issuer to omit separate
financid statements of the business for the oldest financia year otherwise required if audited
financia statements for amore recent year than is otherwise required are included.

3. Financial Statement Disclosure for Multiple Acquisitions that are not
otherwise Significant or Related

Therequiremansior financid statement disclosure for multiple acquisitions by an issuer that do not,
sepaately, meet the significance test and are otherwise not related are set out in Part 5 of the
proposed Nationa Instrument. This Part has been revised to require pro forma finandal
statements reflecting multiple acquisitions, in addition to the requirement in the 1999 proposed
Nationd Instrument for separate financid statements of amgority of the acquired businesses,

A number of limited exceptions to the disclosure requirements for multiple acquistions have aso
been added to Part 5 of the proposed Nationd Instrument. These exceptions essentialy parale
the exceptions in Part 4 to the disclosure requirements for significant acquisitions.

4. Definition of " Significant Disposition”

Inresponseto comments, the CSA have added in section 1.6 of the proposed Nationd Instrument
guantitative standards for determining whether a digpogtion is sgnificant to an issuer for the
purposes of providing narrative disclosure in Item 3.2 of the proposed AIF and Item 11.1 of the
propossd Progpectus Form. The significance is measured based on two tests: thefirdt is the assets
of the business disposed compared to the assets of the issuer and, second, the net income of the
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busnessdsposed of measured againgt the net income of theissuer. If either of these two tests are
satisfied at the 20 percent leve, the digposition is considered significant.

5. Foreign GAAS

The proposed Nationd Instrument imposes two requirements dealing specificaly with financial
datematsincluded in a short form prospectus that are accompanied by aforeign auditor's report.
Fird, the foreign auditor's report must be accompanied by a statement by the auditor confirming
thet the auditing standards applied are substantialy equivaent to Canadian GAAS. Secondly, the
i mu file aletter from the auditor discussing the auditor's expertise to make the determination
that the foreign auditing standards applied are substantially equivaent to Canadian GAAS. The
second requirement has been revised in the proposed Nationd Instrument to reflect the CSA's
view that United States GAAS is substantidly equivadent to Canadian GAAS. The requirement
aontansan exception for U.S. auditors. However, no exception for U.S. auditors has been made
tothefird requirement as the CSA continue to believe that prospectus readers should be informed
that the U.S. auditing standards applied are substantialy equivalent to Canadian GAAS.

6. Drafting Changes

The proposed Nationa Instrument has been revised to break it up into more Parts and more
sections for greater ease of reference. Drafting changes have adso been made throughout the
proposed Nationa Instrument to reduce the number of cross-references to different Parts of the
Ingrument and to generdly respond to comments received that the 1999 proposed National
Instrument was difficult to read.

7. Appendix A - Consent to Collection of Personal I nformation
Appadix A hesbeen renamed Authorization of Indirect Collection of Persond Information. It has
been revised to pardld the equivalent form under proposed Rule 41-501 and to reflect the

informetionrecpired under securities legidation and the notification and authorization required under
freedom of information and protection of privacy legidation in other jurisdictions.

Form 44-101F1 AlF

In responseto comments, the CSA have revised Item 3.2 of the proposed AlF to require narrative
disclosure for dispositions that meet the quantitative test that has been added to the proposed
Nationd Instrument.



The requirement to provide selected quarterly information and discussion has been moved from
Item 5.2 of the 1999 proposed AlF to Item 2 of the proposed Schedule 1 to Form 44-101F1
MD&A, asthe CSA wish to ensure that the MD&A distributed to shareholders includes both the
quarterly results and a discussion of those results.

Item 8.3 of the proposed AIF which requires disclosure concerning directors, officers and
ggnficant shareholders has been revised to no longer require disclosure of a settlement agreement
enterad into before Nationa Instrument 44-101 came into force unless the disclosure would likely
be considered to be important to a reasonable investor in making an investment decision.

Item 1 of the proposed Schedule 1 to Form 44-101F1 MD& A has been amended to require a
discussion of any events or items which have had a materia impact on the issuer's fourth quarter
financia condition or results of operations.

Form 44-101F2 Short Form Prospectus

The CSA have revised Item 7 of the proposed Prospectus Form which deds with earnings
coverage ratios. The CSA received a number of comments on the treatment of “compound
ingrumants' that combine eements of debt and equity. Item 7 has been revised to require issuers,
in the case of compound instruments, to recalculate and disclose in notes to earnings coverage
ratios the ratios ca culated treating the equity component of those instruments as debt.

The CSA has added requirements in Item 11.1 of the proposed Prospectus Form for disclosure
of: (i) dgnificant probable acquisitions, and (ii) significant dispositions and sgnificant probable
dispositions that meet the quantitative test that has been added to the proposed National
[ nstrument.

ltem16.1 of the proposed Prospectus Form which requires disclosure concerning promoters has
been revised, smilar to Item 8.3 of the proposed AlF, to no longer require disclosure of a
settlement agreement entered into before National Instrument 44-101 came into force unlessthe
disclosure would likely be considered to be important to a reasonable investor in making an
invesment decison.

Companion Palicy 44-101CP

1 Significant Acquisitions
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The commentary in Part 4 of the proposed Policy discussing the sgnificance test for business
aouistionshas been expanded to discuss the tests and the timing of their gpplication. Explanation
has dso been added concerning the definition of "probable acquistion” and its reference to the
"reasonable person”.

2. Foreign GAAS

Commentary has been added to Part 5 of the proposed Policy to emphasize that auditor
independence is, in the view of the CSA, a critical element of Canadian GAAS that needsto be
reflected, among ather things, in foreign GAAS before a determination can be made that the foreign
GAAS and Canadian GAAS are substantialy equivalent.

3. Registration Requirements

Commentary has been added to section 6.9 of the proposed Policy reminding issuers and other
market participants to ensure that members of underwriting syndicates are in compliance with the
applicable regidration requirements in each jurisdiction in which the syndicate members are
participating in the digtribution of securities.

C. Summary of Changesto the Proposed | mplementing Rule

Propossd Rue44-801 is the local rule implementing the proposed Nationa Instrument and Forms
inOntaio. Theproposed Implementing Rule has been modified to provide that proposed Rule 41-
501, in its entirety, does not gpply to short form prospectus distributions. Minor drafting changes
have aso been made to the proposed Implementing Rule.

D. Comments

Interested parties are invited to make written submissions with respect to the proposed National
Indrument, proposed Forms and proposed Policy. Submissions received by February 15, 2000
will be consdered.

Submissions should be made in duplicate to:

British Columbia Securities Commisson
Alberta Securities Commission
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Saskatchewan Securities Commission

The Manitoba Securities Commission
Ontario Securities Commisson

Office of the Administrator, New Brunswick
Regigirar of Securities, Prince Edward Idand
Nova Scotia Securities Commission
Securities Commisson of Newfoundland
Regigrar of Securities, Northwest Territories
Regisirar of Securities, Y ukon Territory
Regigrar of Securities, Nunavut

c/o John Stevenson, Secretary
Ontario Securities Commisson
20 Queen Street West

Suite 800, Box 55

Toronto, Ontario M5H 3S8

Submissions should aso be addressed to the Commission des vaeurs mobilieres du Québec as
follows

Claude St-Pierre, Secretary

Commission des vaeurs mobilieres du Québec
800 Victoria Square

Stock Exchange Tower

P.O. Box 246, 17th Floor

Montréal, Québec H4Z 1G3

A diskette containing the submissions (in DOS or Windows format, preferably WordPerfect)
douddobesbmitted. Asthe Act requires that a summary of written comments received during
the comment period be published, confidentidity of submissions cannot be maintained.

Questions may be referred to any of:

Cameron Mclnnis

Associate Chief Accountant, Corporate Finance
British Columbia Securities Commission

(604) 899-6767

cmcinnis@bscs.be.ca
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Agnes Lau

Deputy Director, Capitd Markets
Alberta Securities Commission
(780) 422-2191
agnes.lau@seccom.ab.ca

Joanne Peters

Senior Lega Counsd

Ontario Securities Commission
(416) 593-8134
jpeters@osc.gov.on.ca

Pierre Martin

Senior Lega Counsd

Commission des vaeurs mobiliéres du Québec
(514) 940-2199 ext. 4557
pierremartin@cvmg.com

Proposed National Instrument, Formsand Companion Policy

The text of the proposed Nationa Instrument, proposed Forms and proposed Policy follows,
together withfootrotes that are not part of the proposed National Instrument, proposed Forms and
proposed Policy but have been included to provide background and explanation.

DATED: December 17, 1999



APPENDIX A
TO NOTICE OF PROPOSED CHANGES
TO PROPOSED NATIONAL INSTRUMENT 44-101
LIST OF COMMENTATORS

Commentators on proposed National Instrument 44-101:

1.

2.

Canadian Bond Rating Service by letter dated September 2, 1999.

The Canadian Ingtitute of Chartered Accountants Task Force (Prospectuses
and Other Offering Documents) by letter dated September 23, 1999.

KPMG by letter dated September 23, 1999 and by supplementary letter dated
September 24, 1999.

Ddoitte & Touche by |etter dated September 24, 1999.



APPENDIX A

OVERVIEW OF BUSINESSACQUISITIONSDECISION CHART?

Have the operating results of Is the acquired business of Provide separate audited
the acquired business been “major significance” such Yes income statements and
included in the audited Yes that the conditions for a statements of cash flow
financial statements of the > “significant acquisition” are P fortwo years of the
issuer for acomplete fiscal met at 100%? acquired business.
year?
i No No
No Has more than one
acquisition occurred?
L Yes Financial statements of the
o No Do the individually insignificant No acquired business(es) are not
Arethe acquisitions related? acquisitions, on a combined — ) required
basis, meet any of the conditions ’
for a“significant acquisition” at
greater than 50%7?
For purposes of the
conditions for a“significant Provide audited historical
acquisition”, the results of Ves income statement and
the related businesses should statement of cash flow for
ha ramhined 2 ————————1 most recent year plus most
. . recent unaudited interim
F ”aF‘C'a" sta_tements of the period for each of amajority
acquired business(es) are not of the companies (based on
— required. assets, investment or income)
Are any of the conditions for and apro forma income
—P a“significant acquisition” f statement for 1 year plus
met at greater than 20%7? No Provide audited historical most recent interim period.
income statements and

Are any of the conditions for No
a“dignificant acquisition”
met at greater than 40%?

statements of cash flow for 1
year plus most recent
unaudited interim period of
the acquired business and a
pro forma income statement
for 1 year plus most recent

interim period.2

Istheissuers’ most recent
audited balance sheet as of a
date after the date the

Provide audited historical acquisition was consummated?
Are any of the conditions for Income statements and 4_;
a* significant acquisition” No statements of cash flow for 2
— | years plus most recent
met at greater than 50%7? unaudited interim period of
the acquired business and a
pro forma income statement
for 1 year plus most recent
interim period. No Yes
I
Provide audited historical i
income statements and A 4
Yes statements of cash flow for 3 Provide an audited balance A separate audited balance
years plus most recent sheet as at the acquired sheet of the acquired
business and a pro forma

unaudited interim period of
the acquired businessand a
pro formaincome statement
for 1 year plus most recent

interim period.

business’ most recent year
end; 2 most recent balance
sheetsif significant
acquisition at the greater than
50% level.

balance sheet are not
required.




This decision chart provides general guidance and should be read in conjunction with
National Instrument 44-101 and Companion Policy 44-101CP.

If anacquisition of related businesses constitutes a significant acquisition when the results
of the related businesses are combined, the required financial statements shall be provided
for each of the related businesses.



NATIONAL INSTRUMENT 44-101*
SHORT FORM PROSPECTUSDISTRIBUTIONS

PART 1 DEFINITIONSAND INTERPRETATION

11

Definitions?
In this Ingrument

"acquisition of related busnesses’ means the acquigtions of two or more
businessesif

@ the businesses were under common control or management before the
acquisitions were completed, or

(b) each acquidtion was conditiond upon the completion of each other
acquigtion;

"AlIF" means an annud information form

@ in the form of Form 44-101F1 AlF,

The proposed Instrument is an initiative of the Canadian Securities Administrators (the "CSA") and
isexpected to be adopted asarulein British Columbia, Alberta, Ontario, Manitoba and Nova Scotia,
asaCommission Regulation in Saskatchewan and asa Policy in al other jurisdictions represented by
the CSA. Thisproposed Instrument is derived from National Policy Statement No. 47 ("NP47") and,
inpat, National Policy Statement No. 1 ("NP1") of the Canadian securities regulatory authorities and
related Blanket Orders or Rulings adopted by them. The proposed National Instrument was first
published for comment on February 20, 1998 at (1998), 21 OSCB 1138. A revised version of the
proposed National Instrument was published on July 23, 1999 at (1999), 22 OSCB (POP Supp) (the
"1999proposad National Instrument"). Unless otherwise specified, changes noted in these footnotes
refer to changes made to the 1999 proposed National Instrument. Footnotes included in the 1999
proposed National Instrument have generally not been repeated here.

A national definition instrument has been adopted as National Instrument 14-101 Definitions. It
contains definitions of certain terms used in more than one national instrument. National Instrument
14-101 also provides that a term used in anational instrument and defined in the statute relating to
securities of the applicable jurisdiction, the definition of which is not restricted to a specific portion
of the statute, will have the meaning in that jurisdiction givento it in that statute, unless the context
otherwiserequires. National Instrument 14-101 also providesthat a provision or areference within
aprovision in anational instrument that specifically refers by name to ajurisdiction, other than the
local jurisdiction, shall not have any effect in the local jurisdiction, unless otherwise stated in the
provision.
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(b) in the form referred to in section 3.4, or

(© in the form of Appendix A to Nationd Policy Statement No. 47, if the
amua information form was filed before this Instrument came into force:

"dternative credit support” means support, other than a guarantee, for the
payments to be made by an issuer of securities, as stipulated in the terms of the
securities or in an agreement governing the rights of holders of the securities, that

@ adigesthe person or company providing the support to provide the issuer
withfunds sufficient to enable the issuer to make the stipulated payments,
or

(b) anitles the holder of the securities to receive payment from the person or
company providing the support, if the issuer fails to make a stipulated
payment;

"gpproved rating" means, for a security, arating at or above one of the following
rating categories issued by an gpproved rating organization for the security or a
rating category that replaces a category listed below:

Approved Rating Organizetion Long Term  Short Term Preferred
Debt Debt Shares

CBRSInc. B++ A-2 P-3

Dominion Bond Reting BBB R-2 Pfd-3

Service Limited

Duff & Phdlps BBB- D-3 BBB-

Credit Rating Co.

Fitch IBCA, Inc. BBB F3 BBB

Moody's Investors Baa Prime-3 "baa’

Service, Inc.

Standard & Poor's BBB A-3 BBB



Corporation
Thomson BankWatch, Inc. BBB TBW-3 BBB

"goproved rating organization” means each of CBRS Inc., Dominion Bond Rating
Service Limited, Duff & Phelps Credit Rating Co., Fitch IBCA, Inc., Moody's
Investors Service, Inc., Standard & Poor's Corporation, Thomson BankWatch,
Inc., and any of their successors,

"asset-backed security” means a security thet is primarily serviced by the cash
flows of a discrete pool of recaivables or other financial assets, either fixed or
revaving, that by their terms convert into cash within afinite time period, and any
rights or other assets designed to assure the servicing or timely distribution of
proceeds to securityholders,

"associated party" means, if used to indicate a relaionship with a person a
company,

@ apartner, other than alimited partner, of the person or company,

(b) a trust or edtate in which the person or company has a substantial
berdfiad interest or for which the person or company serves as trustee or

inagmilar cgpacity,

(© anissuer in respect of which the person or company beneficidly owns or
controls, directly or indirectly, voting securities carrying more than 10
percent of the voting rights attached to al outstanding voting securities of
the issuer,

(d) aredative of the person who has the same home as that person,
(e an individua who has the same home as the person and who is either
maredto the person or isliving with the person in aconjugd relationship

outsde marriage, or

® ardative of an individua mentioned in paragraph (€) who has the same
home as the person;



"auditor's report” means

@ a Canadian auditor's report,® or

(b) inthe case of an issuer incorporated or organized in aforeign jurisdiction
(0] a Canadian auditor's report, or
(it aforeign auditor's report;

"caghequivaent” means an evidence of indebtedness that has aremaining term to
maturity of 365 days or less and that is issued, or fully and unconditionaly
guaranteed asto principa and interest, by

@ the government of Canada or the government of ajurisdiction,

(b) the government of the United States of America, the government of one
of the sates of the United States of America, the government of another
sovereign state or a permitted supranationd agency, if, in each case, the
evidence of indebtedness has an gpproved rating, or

(© a Canadian finandid inditution®, or other entity that is regulated as a
berkinginditLtion, loan corporation, trust company, or insurance company
o aedit union by the government, or an agency of the government, of the
country under whose laws the entity is incorporated or organized or a
political subdivison of that country, if, in either case, the Canadian
firenad irgiitution or other entity has outstanding short term debt securities

The term "Canadian auditor's report” is defined in National Instrument 14-101 Definitions. The
adfintion is "an auditor's report prepared in accordance with Canadian GAAS'. Theterm "Canadian
GAAS" is dso defined in National Instrument 14-101 Definitions. The definition is "generally
accepted auditing standards determined with reference to the Handbook". The term "Handbook" is
defined in National Instrument 14-101 Definitions to mean "the Handbook of the Canadian I nstitute
of Chartered Accountants, as amended from timeto time".

The term "Canadian financial institution" is defined in National Instrument 14-101 Definitionsas "a
bank, loan corporation, trust company, insurance company, treasury branch, credit union or caisse
populaire that, in each case, is authorized to carry on business in Canada or a jurisdiction, or the
Confédération des caisses populaires et d'économie Desjardins du Québec".
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that have received an approved rating from any gpproved rating
organizetion,

"cash settled derivative' means a specified derivative, the terms of which provide
for settlement only by means of cash or cash equivdent, the amount of which is
determinable by reference to the underlying interest of the specified derivative;

;‘mnnected issuer" has the meaning ascribed to that term in securities legidation; *

"convertible’ means, if used to describe securities, that the rights and attributes
attached to the securities include the right or option to purchase, convert into or
exchange for or otherwise acquire equity securities of an issuer, or any other
ssounty thetitsalf includes the right or option to purchase, convert into or exchange
for or otherwise acquire equity securities of an issuer;

"credit supporter” means a person or company that provides a guarantee a
alternative credit support for any of the payments to be made by an issuer of
securities as sipulated in the terms of the securities or in an agreement governing
the rights of holders of the securities;

"current AIF" means

@ for an issuer other than an issuer subsisting under the laws of a foreign
juisdiction that has filed an AlF in the form of a current annua report on
Form 20-F under section 3.4

® duing the period of 140 days following the issuer's most recently
completed financid year,

(A) if theissuer hasfiled an initid AlF for its most recently
conpleted financid year that has been accepted for filing
under this Instrument, the initid AlF,

This definition has been added to replace areference to Multilateral Instrument 33-105 Underwriting
Conflictswhich has not yet come into force. Thetermisused in Form 44-101F2.

Theddfinition of "securities legislation” in National Instrument 14-101 is "for the local jurisdiction, the
statute and other instruments listed in Appendix B opposite the name of thelocal jurisdiction”.



(b)

(i)

(i)

(B)

(©)

(D)
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if the issuer hasfiled arenewd AlF under this Instrument
faritsmost recently completed financid year, the renewa
AlF,

if the issuer has not filed an AIF for its most recently
completed financid year and has filed an initid AlF for
the financia year preceding its most recently completed
financid year that has been accepted for filing under this
Instrument, theinitid AlF, or

if the issuer has not filed an AIF for its most recently
completed financid year and has filed a renewd AlF
under this Ingrument for the financid year preceding its
mod recently completed financia year, the renewa AlF,

at any time after 140 days following the issuer's most recently
completed financid year,

(A)

(B)

if the issuer has filed an initid AIF for its most recently
conpleted financid year that has been accepted for filing
under this Insrument, the initial AIF, or

if the issuer hasfiled arenewd AlF under this Instrument
faritsmost recently completed financid year, the renewa
AlF, or

an AlF of the issuer filed before this Instrument came into force
thet would congtitute a " Current AIF" for the purposes of Nationa
Policy Statement No. 47 if that instrument was applicable, or

for anisue subsisting under the laws of aforeign jurisdiction that hasfiled
anAlFinthe form of a current annua report on Form 20-F under section

34

0]

auing the period of 180 days following the issuer's most recently
completed financia year



(A)

(B)

(©)

(D)

if the issuer has filed an initid AIF for its most recently
conpleted financid year that has been accepted for filing
under this Instrument, the initid AlF,

if the issuer hasfiled arenewd AlF under this Instrument
faritsmost recently completed financid year, the renewa
AlF,

if the issuer has not filed an AIF for its most recently
completed financid year and has filed an initid AlF for
the financia year preceding its most recently completed
financid year that has been accepted for filing under this
Instrument, theinitid AlF, or

if the issuer has not filed an AIF for its most recently
completed financid year and has filed a renewd AlF
under this Ingrument for the financid year preceding its
mod recently completed financia year, the renewa AlF,

(i) at any time after 180 days following the issuer's most recently
completed financid year,

(A)

(B)

if the issuer has filed an initid AlIF for its most recently
conpleted financid year that has been accepted for filing
under this Insrument, the initial AIF, or

if the issuer hasfiled arenewd AlF under this Instrument
faritsmost recently completed financid year, the renewa
AlF, or

(i)  an AlF of the issuer filed before this Instrument came into force
thet would congtitute a " Current AIF" for the purposes of Nationa
Policy Statement No. 47 if that instrument was applicable;

"equity security” means any security of an issuer that carries aresdud right to
paticipate in the earnings of the issuer and, upon the liquidation or winding up of

theisuer, inits assts,
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"executive officer” means an individua who is or & any time during the most
recently completed financid year was

@

(b)

(©
(d)

C)

®

adhar of theissuer, if that individud performed the functions of the office
on afull time bass,

a vice-chair of the issuer, if that individua performed the functions of the
office on afull time bess,

the president of the issuer,

a vice-presdent of the issuer in charge of a principa business unit,
divison, or function such as sdes, finance, or production,

anofficer of the issuer or any of its subsdiaries who performed a policy-
making function in respect of the issuer, or

any other person who performed a policy-making function in respect of
the issuer;

"foreign auditor's report” means a report of an auditor that is prepared n
accordance with foreign GAAS;

"faegn GAAP' means abody of generaly accepted accounting principles, other
than Canadian GAAP, that are as comprehensive as Canadian GAAP,

"foreign GAAS' means a body of generaly accepted auditing standards, other
than Canadian GAAS, that are substantidly equivaent to Canadian GAAS,

"income from continuing operations’ means net income or loss, excluding
discontinued operations and extraordinary items, and before income taxes,

"intid AIF" means an AlF, as may be revised from time to time, filed by an issuer
in the locd juridiction, if at the time of filing the issuer ther

@

has not previoudy had acurrent AIF in the loca jurisdiction, or
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(b) previoudy had a current AIF in the locd jurisdiction and no longer has
one;

“ingim period” means a completed three, Six or nine month period in the financia
year that commenced immediately following the end of the most recently
compleadfinancia year for which audited annud financid statements are included
in ashort form prospectus,

"invested’ means an entity that the Handbook * recommends that an issuer account
for by the equity method or the proportionate consolidation method;

"MD&A" means the management's discusson and andyss of financid condition
and results of operations of an issuer required to be disclosed in an AlF;

"MRRS' has the meaning ascribed to that term in Nationa Policy 43-201 Mutua
Reiance Review System for Prospectuses and AlFs;

"MRRS decison document” means a decison document issued under Nationa
Policy 43-201 for a preliminary short form prospectus, a short form prospectus,
anamadment to a preliminary short form prospectus or a short form prospectus,
aninitid AlF or arenewd AlF;

"non-convertible’ means, if used to describe a security, a security that is not
convertible;

"participant” means an issuer that is a party to areorganization;

"pamitted supranationd agency” means the Internationa Bank for Reconstruction
and Development, the International Finance Corporation, the Inter-American
Devdopment Bank, the Asan Development Bank, the Caribbean Devel opment
Bank, the European Bank for Recongtruction and Development, the African
Development Bank and any person or company prescribed under paragraph (g)
of the definition of "foreign property" in subsection 206(1) of the ITA;®

National Instrument 14-101 Definitions defines the term "Handbook" as "the Handbook of the
Canadian Institute of Chartered A ccountants, as amended from timeto time".

Thetem "ITA" isdefined in National Instrument 14-101 Definitions as meaning "the Income Tax Act
(Canada)".
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"POP regulator" means, for an issuer filing an AIF, prdiminary short form
prospectus, short form prospectus or amendment to a short form prospectus,

@ the regulator in the locdl jurisdiction, if

® the AIF, preliminary short form prospectus, short form
prospectus or amendment is filed only in the loca
jurisdiction, or

(i) the AIF, prdiminary short form prospectus, short form prospectus
or amendment is filed in more than one jurisdiction and the issuer
has not eected to use the MRRS, or

(b) the person referred to in Appendix D of Nationa Instrument 14-101
Definitions opposite the name of the jurisdiction that acts as principa
regulator for the review of the document under Nationd Policy 43-201,
together with the regulator in each jurisdiction, if any, that has opted out
of, without having opted back into, the MRRS; if

® the AIF, preliminary short form prospectus, short form
prospectus or amendment isfiled in more than one loca
juridiction, and

(i) the issuer has dected to use the MRRS;

"mindpe obligor” means, for an asset-backed security, a person or company that
is obligated to make payments, has guaranteed payments, or has provided
dtardlive credit support for payments, on financial assets that represent athird or
more of the aggregate amount owing on dl of thefinanciad assats underlying the
asset-backed security;

"probable acquistion of abusness’ means a proposed acquisition of abusiness
that has progressed to a state where a reasonable person would believe that the
likelihood of the acquisition being completed is high;

"probable acquisition of related businesses' means

@ proposed acquisitions of two or more businesses if
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each proposed acquisition has progressed to a state where a
reasonable person would believe that the likelihood of the
acquigtion being completed is high, and

ather

(A) the busnesses ae under common control or
management, or

(B)  each acquistion is conditional upon the completion o
each other acquisition, or

(b) a completed acquisition of a business and a proposed acquistion of a
busnessif

0]

(i)

the proposed acquisition has progressed to a state where a
reasonable person would believe that the likeihood of the
acquigtion being completed is high, and

ather

(A) the busnesses were under common control or
management, or

(B) the proposed acquistion was conditiona upon the
completed acquisition;®

"probable disposition of abusiness' means a proposed disposition of abusiness
that has progressed to a state where a reasonable person would believe that the
likelihood of the digposition being completed is high; *°

"ranewva AIF' means an AlF filed by an issuer in the loca jurisdiction, as may be
revised from timeto time, if & the time of filing the issuer had a current AlF;

Paragraph (b) is new.

Thisdefinition is new.
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"reorganization” means

) adatutory amagametion,
(b) a dtatutory merger, or

(© adatutory arrangement;

"SEDAR" has the meaning ascribed to that termin Nationa Instrument 13-101
System for Electronic Document Andlysis and Retrievd (SEDAR);

"specified derivative’ means an instrument, agreement or security, the market
price, vaue or payment obligation of which is derived from, referenced to, or
based on an underlying interest;

"suUccessor issuer™ means an issuer exiging as a result of areorganization, other
then, in the case where the reorganization involved a divestiture of a portion of a
participant's business, an issuer that succeeded to or otherwise acquired the
portion of the business divested;

"underlying interest” means, for a specified derivative, the security, commodity,
financid ingtrument, currency, interest rate, foreign exchange rate, economic
indicatar, index, basket, agreement, benchmark or any other reference, interest or
vaidde and, if applicable, the relationship between any of the foregoing, from, to
or on which the market price, vaue or any payment obligation of the specified
derivative is derived, referenced or based; and

"U.S. GAAS' means the body of generaly accepted auditing sandards in the
United States of America ™

Significant Acquisitions'?

1) For the purposes of this Instrument, an acquisition of a business an
acquisition of related businesses, a probable acquisition of a business or

Thisdefinition is new.

Each test is applied on two dates; the earlier of the two datesis new.
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a probable acquigtion of reaed busnessesis a sgnificant acquistion, if
it stisfies any of the following three conditions:

1 The Asset Test. The issuer's proportionate share of the tota
consolidated assets of the business or related businesses exceeds
20 percent of the consolidated assets of the issuer as at both

@ thedate of the most recent financid year end of the issuer
before the date of the acquisition, without giving effect to
the acquigtion; and

(b) the date of the most recent balance sheet of the issuer
induded in the preliminary short form prospectus, without
giving effect to the acquigtion.

2. Thelnvestment Test. Theissuer's consolidated investmentsin
and advances to the business or the reated businesses exceeds
20 percent of the consolidated assets of the issuer as at both

@ thedate of the most recent financid year end of the issuer
before the date of the acquisition, without giving effect to
the acquigtion; and

(b) the date of the most recent balance sheet of the issuer
included in the short form prospectus, without giving
effect to the acquisition.™

3. The Income Test. Both the following subparagraph (a) ad
subparagraph (b) are true:

@ The issuer's proportionate share of the consolidated
income from continuing operations of the business or the
related busnesses for the most recently completed
financial year of the business or the related businesses
before the date of the acquisition exceeds 20 percent of
the total consolidated income from continuing operations

Thistest is new and replaces the revenue test in the 1999 proposed National Instrument.
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of the issuer for the most recently completed financial
year of theissuer before the date of the acquisition.

The income from continuing operations referred to in the
folowing clause (i) exceeds 20 percent of the income
from continuing operations referred to in the following
cause (ii):

0]

The

issuer's proportionate share of the

consolidated income from continuing operations
of the business or the related businessesfor the

later of

(A)

(B)

the mog recently completed financial
year of the busness or the reated
lbusnesses that ended more than 90 days
before the date of the preliminary short
form prospectus, or

the 12 months ended on the last day of
the most recently completed interim
period of the busness or reaed
busnesses that ended more than 60 days
before the date of the preiminary short

form prospectus.

The income from continuing operations of the
issuer on a consolidated basis for the later of

(A)

(B)

the mog recently completed financial
year, without giving effect to the
acquisition, or

the 12 months ended on the last day of
the most recently completed interim
period of theissuer for which statements
aeincluded in the preliminary short form
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prospectus, without giving effect to the
acquigtion.

2 Indetermining whether an acquisition of related businesses or a probable
acquisition of related busnesses is a Sgnificant acquigtion, the related
businesses shdl be consdered on a combined basis.

3 Unless the context otherwise requires, the term "sgnificant acquigtion’
rdfers to an acquisition of abusiness, an acquisition of related businesses,
a probable acquisition of a business or a probable acquisition of related
businesses that satisfies any of the three conditionsin subsection (1).*

Application of Income Test™®
1) For the purposes of paragraph 3 of subsection 1.2(1), if

@ the issuer's income from continuing operations on a consolidated
besis for the most recently completed financia year referred to in
subclause 3(b)(ii)(A) of subsection 1.2(1) was not aloss, and

(b) the issuer's income from continuing operations on a consolidated
basisfor that year is

® positive, and

(i) lower by 20 percent or more than the average
consolidated income from continuing operations of the
issuer for the three most recently completed financial
years,

then, the average consolidated income for the three most recently
completed financid years shdl, subject to subsection (3), be subgtituted
in determining whether the condition set out in paragraph 3 of subsection
1.2(1) issatisfied.

This subsection is new.

This section is new.
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For the purposes of paragraph 3 of subsection 1.2(1), if

@ the issuer's income from continuing operations on a consolidated
begsfor the most recent 12 month period referred to in subclause
3(b)(ii)(B) of subsection 1.2(1) was not aloss; and

(b) the issuer's income from continuing operations on a consolidated
bassfor that 12 month period is

® positive, and

(i) lower by 20 percent or more than the average
consolidated income from continuing operations of the
issuer for the three previous 12 month periods,

then, the average consolidated income for the three previous 12 month
periods shall, subject to subsection (3), be subgtituted in determining
whether the condition set out in paragraph 3 of subsection 1.2(1) &
stisfied.

If the issuer's income from continuing operations on a consolidated basis
for either of the two earlier periods referred to in subsection (1) or (2) is
a loss, the issuer's income from continuing operations for that period is
considered to be zero for the purposes of caculating the average
consolidated income for the three previous periods.

Probable Acquigitions

D

2

Theterm "probable acquigtion” refers to both a probable acquisition of a
business and a probable acquisition of related businesses.

Thetem"sgnificant probable acquigition” refers to a probable acquidtion
of a business, and a probable acquisition of related businesses, that isa
sgnificant acquisition under section 1.2.
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15 Acquigtions - The term "acquisition” includes an acquidtion of an interet ina
business accounted for using the equity method.*®

1.6 Significant Dispositions®’

(@D} For the purposes of this Ingrument, adigoosition of abusiness, including
a probable digpostion of a busness, is a sgnificant dispostion, if t
satisfies elther of the following conditions:

1 The issuer's proportionate share of the total consolidated assets
of the business exceeds 20 percent of the consolidated assets of
the issuer, after giving effect to the digpostion, as at the date of
the most recent financial year end of the issuer before the date of
the digpogition, without giving effect to the disposition.

2. Theissuer's proportionate share of the consolidated income from
continuing operations of the business for the most recently
completed financia year of the business before the date of the
disposition exceeds 20 percent of the total consolidated income
from continuing operations of the issuer for the most recently
completed financial year of the issuer before the date of the
dispogtion, without giving effect to the disposition.

2 Unless the context otherwise requires, the term "significant dispostion’
refers to a digpostion of a business and a probable dispostion of a
business that satisfies either of the two conditions in subsection (1).

1.7 References to Information Included in a Document - References in this
Instrument to information included in a document refer to both information
contained directly in the document and information incorporated by referencein
the document.

1.8 Referencesto Information to be Included in a Document - Provisons of this
Ingrument that require an issuer to include information in a document require an

16 This section is new and has been added for greater clarity.

1 This section is new and has been added to provide a quantitative test to measure the significance of

adisposition.
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iser atrer to insert the information directly in the document or to incorporate the
information in the document by reference.

Incorporation by Reference - A document deemed by this Instrument to be
incorporated by reference in another document is conclusvely deemed for
purposes of securities legidation to be incorporated by reference in the other
document.

QUALIFICATION TO FILE A PROSPECTUSIN THE FORM OF A
SHORT FORM PROSPECTUS

Short Form Prospectus

1) Anissuer shdl not file a prospectus in the form of Form 44-101F2 Short
Form Pragpectus, unless the issuer is qudified under section 2.2, 2.3, 2.4,
2.5, 2.6, 2.7 or 2.8 to file a prospectus in the form of a short form
prospectus.

2 Anisuer that is qualified under section 2.2, 2.3, 2.4, 2.5, 2.6, 2.7 or 2.8
tofileaprospectus in the form of a short form prospectus or that has been
exempted from subsection (1) under section 13.1 may file

@ a preliminary prospectus, prepared and certified in the form of
Form 44-101F2 Short Form Prospectus, pertaining to a type of
ssourities for which the issuer is qudified under this Instrument or
permitted under any exemption to file a short form prospectus;,
and

(b) a prospectus, prepared and certified in the form of Form 44-
101F2 Short Form Prospectus, pertaining to atype of securities
farwhich the issuer is qudified under this Insgrument or permitted
under any exemption to file a short form prospectus.

3 An issuer that filed and obtained a receipt for a preiminary short form
progpecius for a didtribution of securities under Nationd Policy Statement
No. 47
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) is conddered to have satisfied the requirement in securities
legdation to file and obtain areceipt for a preliminary prospectus
for the digtribution unless, in the case where securities legidation
provides for lgpsng of a preliminary prospectus, the issuer's
preliminary short form prospectus has lapsed; and

(b) mey file a prospectus, prepared and certified in the form of Form
44-101F2 Short Form Prospectus, for the digtribution if in the
case where securities legidation provides for lgpsing of a
preliminary prospectus, the issuer's preiminary short form
prospectus has not lapsed.

If an issuer, before the coming into force of this Instrument, filed and
obtained a receipt under Nationa Policy Statement No. 47 for a short
form prospectus pertaining to adistribution of securities, the prospectus
requirement does not apply to the didribution only insofar as the
prospectus requirement concerns the form and content of apreiminary
prospectus and prospectus and only for one year from the date of the
receipt issued for the short form prospectus pertaining to the distribution.

A short form prospectus shdl, at the issuer's option, be prepared n
aooordancewith securities legidation in effect at either the date of issuance
of a recept for the preliminary short form prospectus or the date o
issuance of areceipt for the short form prospectus.

Basic Qualification Criteria - An issuer is qudified to file a prospectusin the
famaof ashart form prospectus for adistribution of any of its securitiesin the local
juridiction, if dl of the fallowing criteria are satisfied:

1 Either paragraph (a) or (b) istrue:

@ the issuer is areporting issuer in the locd jurisdiction and
the issuer

(0] hesben areporting issuer in the local jurisdiction
farthe 12 caendar months preceding the date of
the filing of its most recent AIF, or



(b)

is, and has been for the 12 caendar months
preceding the date of the filing of its most recent
AlF, areporting issuer under Canadian securities
legidationin at least one jurisdiction, other than
the locd jurisdiction, and has filed in the loca
jurisdiction al continuous disclosure documents
thet it was required to file during the 12 calendar
monts preceding the date of the filing of its most
recent AIF under Canadian securities legidation
o anyjuridiction in which it has been a reporting
iSsuer; or

al of thefdlowing are true:

1

The issuer is not areporting issuer in the local
juridiction.

The securities regulatory authority is unable
Oeem the issuer to be, or designate the issuer as,
areporting issuer.

The issuer is, and has been for the 12 cdendar
montts preceding the dete of the filing of its most
recent AlF, a reporting issuer under Canadian
Securities legidation in a least one jurisdiction,
other than the local jurisdiction.

The issuer has filed in the locd jurisdiction all
continuous disclosure documents that it was
required to file during the 12 cdendar months
preceding the date of thefiling of its most recent
AIF under Canadian securities legidation of any
juigddion in which it has been areporting issuer.

The issuer has provided an undertaking to the
securities regulaory authority thet it will file al
continuous disclosure documents that it would be
required to file under securities legidation if t
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were areporting issuer from the time of thefiling
of its most recent AIF until the issuer becomes a
reporting issuer.

2. The issuer has acurrent AlF.

3. Theaggregate market vaue of the issuer's equity securities, listed
and pogted for trading on an exchange in Canada, is $75,000,000
or more on a date within 60 days before the date of the filing of
the issuer's preliminary short form prospectus.

4, If theissuer isfiling a preiminary short form prospectus more than
90 daysdte the end of its most recently completed financid year,
the issuer hasfiled financid statements for that year.*®

Alternative Qualification Criteria for Substantial Issuers - An issuer s
qualified to file a progpectus in the form of a short form prospectus for a
digtribution of any of its securities in the locd jurisdiction, if dl of the following
criteriaare satisfied:

1. Theissuer is
@ areporting issuer in thelocd juridiction; or
(b) areporting issuer under Canadian securities legidation in
at least one jurisdiction, other than thelocd jurisdiction,
andsatisfies the criterion in subparagraph 5 of paragraph
1(b) of section 2.2.
2. Theissuer has acurrent AlF.

3. Theaggregate market vaue of the issuer's equity securities, listed
and posted for trading on an exchange in Canada, is

This last criterion is new and has been added to require issuers doing short form prospectus
distributions to have filed their annual financial statements sooner than is otherwise required under
continuous disclosure.
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$300,000,000 or more on a date within 60 days before the date
of the filing of the issuer's preliminary short form prospectus.

4, If theissuer isfiling a preiminary short form prospectus more than
0 daysdte the end of its most recently completed financid year,
the issuer hasfiled financid statements for that year.*®

2.4 Alternative Qualification Criteria for Issuers of Approved Rating Non-
Convertible Securities

(1)  Anisue is qudified to file a prospectus in the form of a short form
prospectus for a distribution of non-convertible securities in the loca
juridiction, if dl of the fallowing criteria are satisfied:

1 Treissuer stisfies elther of the 12 month reporting issuer history
criteriain paragraph 1 of section 2.2.

2. The issuer hasacurrent AlF.
3. The securities to be distributed
@ have received an gpproved rating on aprovisona bass,

(b) are not the subject of an announcement by an approved
rating organizetion of which the issuer is or ought
reesorebly to be aware that the approved rating given by
the organization may be down-graded to a rating
category that would not be an approved rating; and

(© have not received a provisona or find rating lower than
an agpproved rating from any approved rating
organization.

19 This last criterion is new and has been added to require issuers doing short form prospectus

distributions to have filed their annual financial statements sooner than is otherwise required under
continuous disclosure.



-23-

4, If theissuer isfiling a preiminary short form prospectus more then
90 daysdte the end of its most recently completed financid year,
the issuer hasfiled financid statementsfor that year.?

2 Paragraph 3 of subsection (1) does not gpply to an issuer filing a
preliminary short form prospectus that is a base shelf prospectus under
Nationd Instrument 44-102 Shelf Didributions.

25 Alternative Qualification Criteria for Issuers of Guaranteed Non-
Convertible Debt Securities, Preferred Shares and Cash Settled
Derivatives

(1)  Anisue is qudified to file a progpectus in the form of a short form
prospectus for a digtribution of non-convertible debt securities, non
convatible preferred shares or non-convertible cash settled derivativesin
the loca juridiction, if dl of the following criteria are satisfied:

1 A person or company

@ fully and unconditionaly guarantees the payments to be
mede by the issuer of securities as sipulated in the terms
of thesecurities or in an agreement governing the rights of
holders of the securities such that the holder of the
securities is entitted to recelve payment from the
guarantor within 15 days of any falure by the issuer 1o
make a payment as gtipulated; or

(b) provides dternative credit support for the paymentsto be
mede by the issuer of securities as sipulated in the terms
of thesecurities or in an agreement governing the rights of
holders of the securities, that

0] in the case

0 This last criterion is new and has been added to require issuers doing short form prospectus
distributions to have filed their annual financial statements sooner than is otherwise required under
continuous disclosure.
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(i)

(A)  where the securities are rated, resultsin
the securities receiving the same credit
rating as, or a higher credit rating than,
the credit rating they would have
received if payment had been fully ad
uncorditiondly guaranteed by the person
or company providing the support, or

(B)  whaethe securities are not rated, would
result, if the securitieswere rated, in the
sauities recaiving the same credit rating
as, or a higher credit rating than, the
credit rating they would have recaived if
payment had been fuly ad
unconditiondly guaranteed by the credit
supporter, and

entitles the holder of the securities to receive
paymant from the credit supporter, or enables the
hader to recelve payment from the issuer, within
15 days of any falure by the issuer to make a
payment as stipul ated.

2. The credit supporter

@  siidies

0]

either of the 12 month reporting issuer history
criteriain paragraph 1 of section 2.2, or

both

(A)  thereporting issuer criterion in paragraph
1 of section 2.3, and

(B) the criterion that the credit supporter
have equity securities, listed and posted
for trading on an exchange in Canada,
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the aggregate market vaue of which is
$300,000,000 or more on a date within
60 days before the date of the filing of
the issuer's prdiminay short form
prospectus, and

has a current AlF.

Unlessthe aggregate market value of the credit supporter's equity
surities listed and posted for trading on an exchange in Canada
is$75,000,000 or more on a date within 60 days before the date
of trefiling of the issuer's preliminary short form progpectus, then
at the time the preliminary short form prospectus was filed

@

(b)

the credit supporter has outstanding non-convertible
securities that

0]
(i)

(i)

have received an approved rating,

havenat been the subject of an announcement by
an approved rating organization of which the
ise is or ought reasonably to be aware thet the
goproved reting given by the organization may be
donngraded to arating category that would not
be an approved rating, and

have not receved a raing lower than an
approved rating from any gpproved rating
organizaion; and

the securities to be issued by the issuer

0]

(i)

have recelved an agpproved rating on a
provisond bass,

havenat been the subject of an announcement by
an approved rating organization of which the
issg is or ought reasonably to be aware thet the
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goproved rating given by the organization may be
donngraded to arating category that would not
be an approved rating, and

(iir) have not received a provisond or find rating
lower than an approved rating from any
approved rating organization.

4. If theissuer isfiling a preliminary short form progpectus more than
90 days after the end of the most recently completed financial
yea of the credit supporter, the credit supporter hasfiled financia
statements for that year.?

2 For the purpose of paragraph 1 of subsection (1), payments to be made
by anissuer of securities as stipulated in the terms of the securitiesinclude
any amounts to be paid as dividends in accordance with, and on the
dividend payment dates stipulated in, the provisons of the securities,
whether or not the dividends have been declared.

3 Subparagraph 3(b) of subsection 2.5(1) does not apply to an issuer filing
apreliminary short form prospectus that is a base shelf prospectus under
Nationa Instrument 44-102 Shelf Didtributions.

2.6 Alternative Qualification Criteriafor Issuersof Guaranteed Convertible
Debt Securitiesor Preferred Shares

(1)  Anisue is qudified to file a progpectus in the form of a short form
prospectus for adigtribution of convertible debt securities or convertible
preferred sharesin the locd jurisdiction, if dl of the fallowing criteriaare
stisfied:

1 The debt securities or the preferred shares are convertible into
securities of a credit supporter that

A This last criterion is new and has been added to require issuers doing short form prospectus
distributions to have filed their annual financial statements sooner than is otherwise required under
continuous disclosure.
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fully and unconditionaly guarantees the payments to be
made by the issuer of the securities as Sipulated in the
terms of the securities or in an agreement governing the
rights of holders of the securities such that the holder of
the securities is entitled to receive payment from the
guarantor within 15 days of any failure by the issuer to
make a payment as stipulated; or

provides dternative credit support for the paymentsto be
made by the issuer of the securities as Sipulated in the
terms of the securities or in an agreement governing the
rights of holders of the securities, that

® in the case

(A)  where the securities are rated, resultsin
the securities receiving the same credit
rating as, or a higher credit rating than,
the credit rating they would have
received if payment had been fully ad
unconditiondly guaranteed by the credit
supporter, or

(B)  whaethe securities are not rated, would
result, if the securitieswererated, in the
saourities receiving the same credit rating
as, or a higher credit rating than, the
credit rating they would have received if
payment had been fully ad
unconditiondly guaranteed by the credit
supporter, and

(it entitles the holder of the securities to receive
payment from the credit supporter, or enable the
hader to receive payment from the issuer, within
15 days of any falure by the issuer to make a
payment as stipul ated.
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2. The credit supporter
€) stidfies
0] both

(A)  dther of the 12 month reporting issuer
history criteria in paragraph 1 of section
2.2, and

(B) the criterion that the credit supporter
have equity securities, listed and posted
for trading on an exchange in Canada,
the aggregate market vaue of which is
$75,000,000 or more on a date within
60 days before the date of the filing of
the isue's prediminay short form
prospectus, or

@i  both

(A)  thereporting issuer criterion in paragraph
1 of section 2.3, and

(B) the criterion that the credit supporter
have equity securities, listed and posted
for trading on an exchange in Canada,
the aggregate market vaue of which is
$300,000,000 or more on a date within
60 days before the date of the filing of
the isuer's prdiminay short form
prospectus; and

(b) has a current AIF.

3. If theissuer isfiling a preiminary short form prospectus more than
90 days after the end of the most recently completed financial
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yea of the credit supporter, the credit supporter hasfiled financia
statements for that year.?

2 For the purpose of paragraph 1 of subsection (1), payments to be made
by anissuer of securities as stipulated in the terms of the securitiesinclude
any amounts to be paid as dividends in accordance with, and on the
dividend payment dates stipulated in, the provisons of the securities,
whether or not the dividends have been declared.

2.7 Alternative Qualification Criteriafor |ssuers of Asset-Backed Securities

(@D} An issuer established in connection with a distribution of asset-backed
securities is qudified to file a progpectus in the form of a short form
prospectus for a didribution of asset-backed securities in the loca
juridiction, if dl of the fallowing criteria are satisfied:

1 The issuer hasacurrent AlF.
2. The asset-backed securities to be distributed
@ have received an gpproved rating on aprovisona bass,

(b) have not been the subject of an announcement by an
approved rating organizetion of which the issuer is a
ought reasonably to be aware that the approved rating
gvenby the organization may be down-graded to arating
category that would not be an approved rating; and

(© have not received a provisond or find rating lower than
an agpproved rating from any approved rating
organizetion.

= This last criterion is new and has been added to require issuers doing short form prospectus
distributions to have filed their annual financial statements sooner than is otherwise required under
continuous disclosure.
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If theissuer isfiling a preiminary short form prospectus more then
90 daysdte the end of its most recently completed financid year,
the issuer hasfiled financid statementsfor that year.=

2 Paragraph 2 of subsection 2.7(1) does not gpply to an issuer filing a
preliminary short form prospectus that is a base shelf prospectus under
Nationd Instrument 44-102 Shelf Didributions.

2.8 Alternative Qualification Criteria Following Reor ganizations - A successor
issuer is qudified to file a prospectus in the form of a short form prospectus for a
digtribution of any of its securities in the locdl jurisdiction, if dl of the following
criteria are satisfied:

1.

The successor issuer is deemed under section 2.10 to have or
otherwise has a current AlF.

The successor issuer is a reporting issuer under Canadian
securities legidation of any jurisdiction.

The aggregate market value of the successor issuer's equity
suities listed and posted for trading on an exchange in Canada,
is$75,000,000 or more on a date within 60 days before the date
of the filing of the successor issuer's prdiminary short form
prospectus.

Theaggregate market vaue of the equity securities of at least one
of the participants, listed and posted for trading on an exchange
in Canada, is $75,000,000 or more on a date within 60 days
before the date of the reorganization.

One of the participants satisfies the criterion in paragraph 4 and
the 12 month reporting issuer history criterion in paragraph 1 of
section 2.2.

B This last criterion is new and has been added to require issuers doing short form prospectus
distributions to have filed their annual financial statements sooner than is otherwise required under

continuous disclosure.
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6. If thesuccessor issuer isfiling a preliminary short form prospectus
more than 90 days after the end of its most recently completed
financid year, the successor issuer has filed financid Satements
for that year.*

2.9 Calculation of the Aggregate Market Value of an Issuer's Securities
(@D} For the purposes of this Part,

@ theaggregate market value of the equity securities of anissuer on
a date is the aggregate of the market vaue of each class of its
equity securities on the date, caculated by multiplying

® the totd number of equity securities of the class
outstanding on the date, by

(it thedosing price on the date of the equity securities of the
class on the exchange in Canada on which that class of
equity securitiesis principaly traded; and

(b) ingalment receipts may, at the option of the issuer, be deemed to
be equity securitiesif

® theinddment receipts are listed and posted for trading on
an exchange in Canada, and

(i) theoutstanding equity securities, the beneficid ownership
of which is evidenced by the instalment receipts, are not
listed and posted for trading on an exchange in Canada

2 For the purposes of subsection (1), in calculating the tota number d
equity seaurities of a class outstanding, an issuer shall exclude those equity
securities of the class that are beneficialy owned, or over which control
ardrection is exercised, by persons or companies that, aone or together

x This last criterion is new and has been added to require issuers doing short form prospectus
distributions to have filed their annual financial statements sooner than is otherwise required under
continuous disclosure.
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with their respective affiliates and associated parties, beneficidly own or
exadsecontrol or direction over more than 10 percent of the outstanding
equity securities of the issuer.

3 Despite subsection (2), if a portfolio manager of a penson fund, mutua
fund or non-redeemable investment fund, aone or together with its
affilistes and associated parties, exercises control or direction in the
aggregate over more than 10 percent of the outstanding equity securities
of an issuer, and the fund beneficidly owns or exercises control o
direction over 10 percent or less of the issued and outstanding equity
securities of the issuer, the securities that the fund beneficidly owns o
exercises control or direction over are not excluded unless the portfolio
manager is an affiliate of the issuer.

Adoption by Successor Issuer of a Participant's AlIF Following a
Reorganization - A successor issuer that notifies the regulator that it has adopted
asitsown AlF the AlF of a participant in the reorganization, as a result of which
the successor issuer exists, is deemed to have a current AlF for the purposes of
sourities legidation, if the AIF was acurrent AlF of the participant at the time of
the reorganization, until the earlier of

@ the date the successor issuer filesan AlF; and
(b) ether
® the date the AIF ceases to be a current AlF of the
participant, if the participant continues to exist after the

reorganization, or

(i) thedate that is 140 days following the end of the financid
year to which the AIF relates, if the participant did not
continue to exist after the reorganization.
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AlF
Initial AIF
1) Anisue filing aninitid AlF shdl file the AIF in Form 44-101F1 or the
form referred to in section 3.4.
2 If an issuer revisssitsinitid AlF, the issuer shdl promptly
@ fleindl jurisdictionsin which the initid AlF was filed the revised
initial AIF and a copy of the revised initid AlF, blacklined to
show changes from the initid AlF; and
(b) send a copy of the revised initid AIF to each person ad
company that was sent an initid AlF.
(3) An issuer shdl file a French language verson of its initid AlF and any
sypporting documents before sending the French language version of the
AIF to an investor or prospective investor.
(4  Anissuer that has prepared a French language verson of its initid AIF

ddl file the French language version of the initid AlF and any supporting
documansin New Brunswick concurrently with or as soon as practicable
after filing the English language verson of those documents.

Renewal AlF Filing Procedures

@

)

©)

Anissuer filing arenewd AlF shdl file the AlF in Form 44-101F1 or the
form referred to in section 3.4.

Anise filing arenewa AlF for afinancid year in which theissuer made
aggnificant acquigition of abusiness or asgnificant acquisition of related
businesses, or was a party to a reorganization that was materid to the
issuer, shal gate in a covering letter accompanying the renewd AlF that
the acquisition or reorganization occurred.

The POP regulator may decide to review arenewa AlF at any time, in
which case the POP regulator shall
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) notify the issuer that the POP regulator will be reviewing the
renewa AlF;

(b) reviewtre renewa AlF before areceipt isissued for ashort form
prospectus incorporating by reference the renewa AlF; and

(© send the issuer upon completion of the review a notice that the
review of the renewa AlF has been completed.

Upon receipt of a notice from the POP regulator thet its renewa AlF is
being reviewed, an issuer shdl promptly file the renewa AlF again, with
the statement required under Item 1.2 of Form 44-101F1 added, in all
jurisdictions in which the renewa AlF wasfiled.

If an issuer revisesitsrenewd AlF, the issuer shal promptly

) file in dl jurisdictions in which the renewd AIF was filed the
revised renewa AlF and a copy of the revised renewd AlF,
blacklined to show changes from the renewa AlF; and

(b) send a copy of the revised renewal AlF to each person and
company that was sent arenewa AlF.

An issuer shdl file a French language version of itsrenewd AlF and any
sypporting documents before sending the French language version of the
AIF to an investor or prospective investor.

Anisuer that has prepared a French language version of itsrenewd AlF
dhdl file the French language verson of the renewd AIF and ary
upparting documents in New Brunswick concurrently with or as soon as
practicable after filing the English language verson of those documents.

Supporting Documents

D

Inaddition to any other requirement of securities legidation, an issuer that
filesaninitid AlIF and arenewa AlF shdl

@ file the fallowing:
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Material Incorporated by Reference - Copiesof al
materia incorporated by reference in the initid AlF o
renewd AlF and not previoudy filed; and

Mining Reports - The technica reports required to be
filed with an AIF under Nationd Instrument 43-101
Standards of Disclosure for Mineral Projects and not
previoudy filed, if the issuer has minerd exploration,
development or production activities on a minerd
property;* and

(b) deliver to the regulator the following:

1.

% Thisisnew.

Personal | nfor mation - For each director and executive
officer of the issuer for whom the issuer has not
previoudy ddivered to the regulator the following
information, a Statement containing that individud's

) full name
(b) position with or rdationship to the issuer;

(© employer's name and address, if other than the
iSSuer;

(d) full residentid address;

(e date and place of birth; and

® citizenship.

Authorization of Collection of Information - An

authorization in the form set out in Appendix A to the
collection of persond information. %

% This has been revised to refer to an "authorization" which more accurately reflects the requirements

of local privacy legislation.



27

28

34

-36-

2 Anisier that filesan AlF in the form of an annua report on Form 10-K,
or on Form 20-F, under the 1934 Act?’ shdl file an undertaking with the
regulator to the effect that the issuer will provide to any person o
company, Upon request to the secretary of the issuer, the documents listed
in Item 9.1(1) of Form 44-101F1.

Alternative Form of AIF - An issuer that has securities registered under section
12 of the 1934 Act or has a reporting obligation under subsection 15(d) of the
1934 Act may filean AIF in the form of a current annua report on Form 10-K,
or on Form 20-F, under the 1934 Act.

PART 4 DISCLOSURE IN A SHORT FORM PROSPECTUS OF FINANCIAL

4.1

STATEMENTSFOR SIGNIFICANT ACQUISITIONS®
Scope - This Part applies only to

@ acquigtions completed during an issuer's three most recently
completed financia years,

(b) acquigtions completed during an issuer's current financid yesr;
and

(© probable acquisitions.

Theterm "1934 Act" means the Securities Exchange Act of 1934 of the United States of America.

The provisions dealing with business acquisition disclosure have been subdivided into two Parts:
Pat4 which deals with significant acquisitions and Part 5 which deals with multiple acquisitions that
are not otherwise significant or related.
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4.2 Financial Statement Disclosurefor Significant Acquisitions

D If an issuer has made a Sgnificant acquistion or is proposing to make a
significant probable acquidtion, the issuer shdl include in its short form
progpecius the following financia statements of each business acquired or
to be acquired:

1.

2.

Incomedaements for at least the periods specified in section 4.3.

Statements of retained earnings and cash flow statements for the
periods for which income daements are included under

paragraph 1.*

A bdance sheet as at the date on which each of the periods
goadfied in section 4.3 ended, except that, if section 4.3 specifies
that separate financid statements of the business are to be
iduded for three financid years, a baance sheet as at the end of
the earliest of the three financid yearsis not required.*

An income statement and a cash flow statement for

@ the most recently completed interim period that ended
more than 60 days before the date of the short form
prospectus; and

(b) the comparable period in the preceding financid year.

A balance sheet as at the date on which the most recently
completed interim period referred to in paragraph 4 ended.

A pro forma balance sheet of the issuer as at the date of the
issuer's mogt recent baance sheet included in the short form

prospectus that

The specific reference to "statements of retained earnings” is new.

This paragraph has been revised for greater clarity.
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) gives effect, as if they had taken place as at the date of
the pro forma balance shest, to

® dgnficant acquisitions that have been completed,
but are not reflected in the issuer's most recert
annud or interim baance sheet included in the
short form prospectus, and
(it sgnificant probable acquistions, and
(b) sparately identifies each sgnificant probable acquistion.
A pro forma income statement of the issuer that

@ giveseffect to

(0] ggnficant acquisitions completed during the most
recently completed financia year of theissuer,

(i) significant acquisitions completed during the
issuer's current financid year, and

(i) gsgnificant probable acquistions,
(b) giveseffect to

(0] the acquisitions referred to in clause (8)(i) as if
they had taken place at the beginning of the most
recent financid year of the issuer for which
audited financid statements are included in the
short form prospectus, and

(i) the acquistions referred to in clauses (a)(ii) and
(i) asif they had taken place a the beginning of

(A) the most recent financid year of the
issuer for which audited financial
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datements are indluded in the short form
prospectus, and

(B) the mog recent interim period of the
issuer for which finendd statements are
included in the short form prospectus;*
ad

(© sparately identifies each sgnificant probable acquistion.

8. Pro forma earnings per share based on the pro forma financid
statements referred to in paragraphs 6 and 7.

2 If anissuer is required under subsection (1) to include financia statements
in a short form prospectus for more than one business because the
significant acquisition involves an acquisition of related businesses or a
probable acquistion of related busnesses the financid Statements
required under subsection (1) shal be presented separately for each
business, except for the periods during which the businesses have been
under common control or management, in which case the issuer may
present the financial statements of the businesses on a combined basis.

3 If anisser is required under subsection (1) to include pro forma finencid
datements in a short form prospectus, the issuer shdl include in the short
form prospectus a description of the underlying assumptions on which the
pro forma financia statements are prepared, cross-referenced to each
related pro forma adjustment.

4.3 Reporting Periods®

Paragraph (b) has been revised to require the pro forma statement to give effect to acquisitions
compleadin the previous year only as of the beginning of the year in which the acquisition occurred,
not also at the beginning of the most recent interim period.

This section has been reorganized for greater clarity and expanded to include the exception that
appeared in subsection 4.6(1) in the 1999 proposed National Instrument in an effort to consolidate
more of the provisions dealing with reporting periodsin one section.
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No financia statements are required under section 4.2 to beincluded in
ashort form prospectus if

@ theresults of the business for a complete financia year have been
reflected in the audited consolidated financid statements of the
issuer included in the short form prospectus; and

(b) nore of the three conditions specified in subsection 1.2(1) would
be satidfied if the 20 percent threshold in the conditions were
changed to 100 percent.

If the results of the business for a complete financid year have been
reflected in the audited consolidated financia statements of the issuer
included in the short form progpectus and any of the three conditions
specified in subsection 1.2(1) would be satisfied if the 20 percent
threshold in the conditions were changed to 100 percent, separate
firendal statements of a business are required for as many periods before
theaoquistion as may be necessary o that, when these periods are added
to the periods for which the financid datements in the short form
progoectusof the issuer for the periods following the acquistion reflect the
results of the business, financia statements reflecting the results of the
business, ether separately or on a consolidated basis, are included for a
total of three years or such lesser period as the business has been n
existence.

Subject to subsections (1) and (2), the periods for which the financial
datamarts are required under paragraphs 1, 2 and 3 of subsection 4.2(1)
tobeinduded in a short form prospectus shdl be determined by reference
to the three conditions set out in subsection 1.2(1) asfollows:

1 If none of the three conditions are satisfied if the 20 percert
threshold is changed to 40 percent, financia statements shdl be
included for

@ themodt recently completed financid year of the business
before the date of the acquisition, if the acquidtion was
compleed more than 90 days before the date of the short

form prospectus,
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themodt recently completed financid year of the business
ended more than 90 days before the date of the short
form prospectus, if the acquistion ether has not been
completed at the date of the short form prospectus or
was completed 90 days or less before the date of the
short form prospectus; or

auxchshorter period, ended more than 90 days before the
date of the short form prospectus, as the busness has
been in exigence.

If any of the three conditions are satisfied if the 20 percert
threshold is changed to 40 percent, but none of the three
conditions are satified if the 20 percent threshold is changed to
50 percent, financia statements shall be included for

@

(b)

(©

each of the two most recently completed financid years
of the business before the date of the acquigtion, if the
aoguisition was completed more than 90 days before the
date of the short form prospectus,

each of the two most recently completed financia years
o the business ended more than 90 days before the date
of the short form prospectus, if the acquidition either has
not been completed a the date of the short form
prospectus or was completed 90 days or less before the
date of the short form prospectus, or

uchhorter period, ended more than 90 days before the
date of the short form prospectus, as the business has
been in exisence.

If any of the three conditions are satisfied if the 20 percert
threshold is changed to 50 percent, financia statements shdl be
included for

@

each of the three most recently completed financia years
of the business before the date of the acquigtion, if the
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aoguisition was completed more than 90 days before the
date of the short form prospectus,

each of the three most recently completed financid years
o the business ended more than 90 days before the date
of the short form prospectus, if the acquidtion either has
not been completed a the date of the short form
prospectus or was completed 90 days or less before the
date of the short form prospectus, or

uchhorter period, ended more than 90 days before the
date of the short form prospectus, as the business has
been in exisence.

Despite subsection (3), the balance sheets of a business referred to in
paragraphs 3 and 5 of subsection 4.2(1) are not required to be included
in a short form prospectus, if the acquisition of the business was
compl eted before the date of the issuer's most recent audited balance
sheet included in the short form prospectus.

Additional Financial Statements of the Business Approved, Filed or
Released

@

An issuer shdl include in its short form prospectus annua and interim
financd statements of a businessfor afinancia period more recent than
the periods for which financid statements are required under subsection
4.2(1) if, before the short form prospectus isfiled

@ theboard of directors having responsibility for the business a the
end of the financid period has approved the statements for the
more recent period,

(b) thedatements for the more recent period have been filed with the
Securities regulatory authority; or

(© the financid statements for the more recent period, or selected
information from those statements, have been released to the

public.
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2 If annua financid statements are required under subsection (1) for a
financid year ended 90 days or less before the date of the short form
prospectus, an issuer may omit the financia Statements for the most
recently completed interim period from the short form prospectus.

Exceptions to Disclosure Requirements for Significant Acquisitions if
More Recent Statements Included

D Despite subsection 4.3(3), an issuer may omit separate financial
statements of a business for the oldest financid year otherwise required
under absection 4.3(3), if audited financid statements of the business are
included in the short form prospectus for afinancid year ended 90 days
or less before the date of the short form prospectus.®®

2 Despite subsection 4.3(3), an issuer may omit separate financial
gtatements of a business for the oldest financid year otherwise required
under subsection 4.3(3) if

@ audited financid datements are included in the short form
progoectusfor a period of a least nine months in the financid year
dter the most recent year for which separate financid statements
are required under subsection (3);

(b) the business is not seasond;

(© separate financia satements of a business are required under
subsection 4.3(3) for more than one financia yesr;

(d) the issuer has not included audited financid statements in the
prospectusfor a period of less than 12 months using the exception
Set out in section 4.6.3

3 Despite subsection 4.2(1), an issuer may omit from a short form
prospectus the financid statements of a business for the interim period

This subsection is new.

Paragraphs (c) and (d) are new.
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otherwise required under subsection 4.2(1) if the issuer includes annud
financd statements of the business for afinancia year ended 90 days or
less before the date of the short form prospectus.®

Exception to Disclosure Requirements for Significant Acquisitions f
Finanda Year End Changed - Despite section 4.3, an issuer may omit separate
firenad detements of abusiness for afinancid year in which the business changed
its financid year end, if the issuer includes audited financia statements of the
busness for aperiod of at least nine months of the financid year in which the year
end changed.*®

Exception to Disclosure Requirements for Significant Acquistions
Accounted for Using the Equity Method

1) Despite subsection 4.2(1), an issuer may omit from its prospectus the
financid statements of a business and the pro forma financid statements
for anaoguigtion of a business otherwise required under subsection 4.2(1)
if

@ theaoquigtion is, or will be, an investment accounted for using the
equity method, as that term is defined in the Handbook;

(b) ddoaure isincluded in the short form prospectus for the periods
for which financid datements are otherwise required under
subsection 4.2(1) that

(0] summarizes information as to the assets, ligbilities ad
results of operations of the business, and

(i) describes the issuer's proportionate interest in the
business and any contingent issuance of securities by the
busness that might sgnificantly affect the issuer's share of
eanings,

This subsection is new.

This exception is new.
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thefinancid statements of the business, from which the disclosure
provided under paragraph (b) has been derived, have been
audited; and

the short form prospectus

(0] identifies the audited financid Statements from which the
disclosure provided under paragraph (b) has been
derived, and

(i) describes the nature of the audit opinion.*’

Additiona Disclosure for Significant Acquisitions After Financial Year End
Accounted for Using the Purchase M ethod

@

)

An issuer shdl indude in the subsequent event note in its financial
statements included in a short form prospectus or elsawhere in a short
form prospectus the information referred to in subsection (2), if

@

(b)

the issuer

® has made a sgnificant acquistion since its most recert
financid year end, or

(it IS proposing to make a significant probable acquisition;
and

the purchase method is, or will be, used to account for the
acquigtion.

The information required under subsection (1) is

@

if

(0] deeamined by the date of the note, details of the purchase
equation, namely the dlocation of the purchase price to

This exception has been broken out into a separate section for ease of reference.



4.9

4.10

411

- 46 -

the underlying assets being acquired, the underlying
liabilities being assumed and any resulting goodwill, or

(i) not determined by the date of the note, the issuer's
reasonable estimate of the alocation; and

(b) the terms and datus of the acquistion, including any material
conditions to the completion of the acquisition that have not yet
been satisfied.

3 Irformation required under subsection (1) that isincluded in a short form
prospectus dsawhere than in a subsequent event note in the issuer's
finrencd statementsincluded in the short form prospectusis required shall
be accompanied by an auditor's report without a reservation of opinion.

Audit Requirement for Financial Statements of a Business - Financial
datemants of abusnessincluded in a short form prospectus under this Part, other
then pro forma financia statements, shall be accompanied by an auditor's report
without areservation of opinion.®

Exception to Audit Requirement for Interim Financial Statements of a
Business- Despite section 4.9, an issuer may omit from its short form prospectus
anaudtar's report for the interim financid statements of a business included under
this Part.®

Exception to Audit Requirement for Recent Financial Statements of a
Business

1) Degaite section 4.9, an issuer may omit from its short form prospectus an
auditor's report for the annua financid statements of a business required

This section is new and supplements the general audit requirement in section 6.2. Thereferenceto
"without reservation of opinion” is new and has been added for greater clarity.

This section replaces section 5.2 in the 1999 proposed National Instrument and has been added to
reduce cross-references to different Parts of the Rule.
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to be included under paragraphs (a) and (c) of subsection 4.4(1), if the
auditor has not issued an auditor's report on the financia statements.*

2 Despite section 4.9, an issuer may omit from its progpectus an auditor's
report for the annud financid statements of a business included under
subsection 4.5(3), if the auditor has not issued an auditor's report on the
financid statements.*

Compilation Report for Pro Forma Financial Statements -The pro forma
finandd statements included in a short form prospectus under this Part shdl be
accompanied by a compilation report signed by the auditor and prepared n
accordance with the Handbook.

PART 5 FINANCIAL STATEMENT DISCLOSURE FOR MULTIPLE

5.1

ACQUISITIONS THAT ARE NOT OTHERWISE SIGNIFICANT OR
RELATED*

Scope - This Part applies only to an issuer that

) has acquired two or more businesses since the beginning of its
most recently completed financid year;

(b) is proposing to make two or more probable acquigtions of a
business; or

(© has acquired one or more businesses since the beginning of its
most recently completed financia year and is proposing to make
one or more probable acquisitions of a busness,

This section replaces section 5.2 in the 1999 proposed National Instrument and has been added to
reduce cross-references to different Parts of the Rule.

This subsection is new.

The provisions dealing with financial statement disclosure for multiple acquisitions that are not
otherwise significant or related have been broken out into a separate Part for ease of reference.



43

44

5.2

-48 -

excluding, in each case, acquistions that are significant acquisitions, significart
probebleacquisitions, acquisitions of related businesses and probable acquisitions
of related businesses.*®

Historical Financial Statement Disclosure

D An issuer shdl include in a short form prospectus separate financial
daements of each business required under subsection (2) for the periods
referred to in subsection (3), if any of the three conditions specified in
subsection 1.2(1) would be satisfied if

@

(b)

(©

(d)

the 20 percent threshold in the conditions were changed to 50
percent;

the total consolidated assets of the businesses referred to n
section 5.1 were consdered on a combined bas's;

the issuer's consolidated investments in and advances to the
businesses referred to in section 5.1 were consdered on a
combined basis, and

the consolidated income from continuing operations of the
businesses referred to in section 5.1 were consdered on a
combined basis.*

2 An issuer shdl indude financid statements under subsection (1) for only
those businesses referred to in section 5.1 that, on acombined basis and
using the basis, or one of the bases, upon which the conditions n
subsection (1) are satisfied, represent amgority of

@

thetotd consolidated assets of dl of the busnessesreferred toin
section 5.1;

This has been revised and broken out into a separate section for greater clarity.

This has been revised for greater clarity.
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theissuer's consolidated investments in and advancesto dl of the

businesses referred to in section 5.1; or

the consolidated income from continuing operations of dl of the
businesses referred to in section 5.1.%°

3 Anissuer shdl indlude financid statements of a business under subsection

Q) for

@

(b)

the most recently completed financid year of the business ended
more than 90 days before the date of the short form prospectus
or such shorter period ended more than 90 days before the date
o theshart form prospectus as the business has been in existence;
and

thenogt recently completed interim period of the business ended
more than 60 days before the date of the short form prospectus.

4 Despite subsections (1), (2) and (3), the balance sheets of a business
refaredtoin subsection (2) are not required to be included in a short form
prospectus, if the acquigtion of the business was completed before the
dateof the issuer's most recent audited bal ance sheet included in the short
form prospectus.*

Additional Financial Statements of the Business Approved, Filed or

Released

(@D} An issuer shdl include in its short form prospectus annua and interim
financd statements of a businessfor afinancia period more recent than
the periods for which financid statements are required under section 5.2
if, before the short form prospectusisfiled

This has been revised for greater clarity.

This subsection is new.
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@ theboard of directors having responsibility for the business a the
end of the financid period has approved the statements for the
more recent period,

(b) the statements for the more recent period have been filed; or

(© the financid statements for the more recent period, or selected
information from those statements, have been released to the
public.

2 If annua financid statements are required under subsection (1) for a
financid year ended 90 days or less before the date of the short form
prospectus, an issuer may omit the financia Statements for the most
recently completed interim period from the short form prospectus.*’

Exogptions to Disclosure Requirementsfor Multiple Acquisitionsif More
Recent StatementsIncluded

1) Degpite section 5.2, an issuer may omit the financia statements for the
finandd year otherwise required under section 5.2 if audited financial
datements of the business are included in the short form prospectus for a
financid year ended 90 days or less before the date of the short form
prospectus.

2 Degptesation 5.2, an issuer may omit from the short form prospectus the
finendd statements of a business for the interim period otherwise required
under section 5.2 if the issuer includes annud financia statements of the
business for afinancia year ended 90 days or |ess before the date of the
short form prospectus.*®

Exception to Disclosure Requirements for Multiple Acquisitions if
Finanda Year End Changed - Despite section 5.2, an issuer may omit separate
firenad detements of a business for afinancid year in which the business changed
its financid year end, if the issuer includes audited financia statements of the

This section is new.

This section is new.
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busness for aperiod of at least nine months of the financid year in which the year
end changed.*

5.6 Pro Forma Financial Statement Disclosure

(@D} If subsection 5.2(1) gpplies, the issuer shdl include in its short form
progpectus the following financid statements of each businessreferred to
in section 5.1

1 A pro forma balance sheet of the issuer as at the date of the
issuer's most recent balance sheet included in the short form

prospectus that

@ gives effect, as if they had taken place as at the date of
the pro forma balance shest, to

(0] the acquisitions of busnesses

(A)  for which the issuer has included
separate financid datements under
section 5.2, and

(B)  that have been completed, but are not
reflected in the issuer's most recent
annud or interim balance sheet included
in the short form prospectus, and

(i) probable acquisitions of businesses for which the
issuer has included separate financia statements
under section 5.2; and

(b) separatdy identifies each probable acquition.

2. A pro forma income statement of the issuer that

49 This section is new.
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) gvesdfect to the acquisitions of businesses for which the
issuer has included separate financia statements under
section 5.2 asif they had taken place a the beginning of

(0] the most recent financid year of the issuer for
whichaudited financid statements areincluded in
the short form prospectus, and

(it the most recent interim period of the issuer for
which financid datements are included in the
short form prospectus; and

(b) separatey identifies each probable acquigtion.

3. Pro forma earnings per share based on the pro forma financid
statements referred to in paragraphs 1 and 2.

2 If anisaer is required under subsection (1) to include pro forma financid
datements in a short form prospectus, the issuer shdl include in the short
farm prospectus a description of the underlying assumptions on which the
pro forma financia statements are prepared, cross-referenced to each
related pro forma adjustment.*

5.7 Audit Requirement for Financial Statements of a Business - Financial
datemants of abusnessincluded in a short form prospectus under this Part, other
then pro forma financia statements, shall be accompanied by an auditor's report
without areservation of opinion.>*

5.8 Exception to Audit Requirement for Interim Financial Statements of a
Business- Despite section 5.7, an issuer may omit from its short form prospectus

50 This section is new.

5t This section is new and supplements the general audit requirement in section 6.2. Thereferenceto
"without reservation of opinion” is new and has been added for greater clarity.
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anaudtar's report for the interim financid statements of a business included under
this Part.>?

Exception to Audit Requirement for Recent Financial Statements of a
Business

D

2

Deqate section 5.7, an issuer may omit from its short form prospectus an
auditor's report for the annud financid statements of a business required
to be included under paragraphs (&) and (c) of subsection 5.3(1), if the
auditor has not issued an auditor's report on the financia statements.

Deqate section 5.7, an issuer may omit from its short form prospectus an
auditor's report for the annua financia statements of a businessincluded
under subsection 5.4(2), if the auditor has not issued an auditor's report
on thefinancid satements.®

Compilation Report for Pro Forma Financial Statements -The pro forma
finandd statements included in a short form prospectus under this Part shdl be
accompanied by a compilation report signed by the auditor and prepared n
accordance with the Handbook.

OTHER FINANCIAL STATEMENT MATTERS

Generally Accepted Accounting Principles

D

The financid statements of a person or company incorporated or
organized in ajuridiction that are included in a preiminary short form
prospectus or a short form prospectus shal be prepared in accordance
with Canadian GAAP.>*

This section replaces section 5.2 in the 1999 proposed National Instrument and has been added to
reduce cross-references to different Parts of the Rule.

This section is new.

The term "Canadian GAAP" is defined in National Instrument 14-101 Definitions. The definitionis
"generally accepted accounting principles determined with reference to the Handbook". Theterm
"Handbook" is defined in the same instrument as "the Handbook of the Canadian Institute of
Chartered Accountants, as amended from timeto time".
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2 The financid statements of a person or company incorporated or
organized in a foreign juridiction that are included in a preliminary short
form prospectus or a short form prospectus shall be prepared n
accordance with

@ Canadian GAAP, or
(b) foreign GAAP, if the notes to the financid Statements

® explan and quantify the effect of materid differences
between Canadian GAAP and foreign GAAP that relate
to measurements, and

(i) provide disclosure consgtent with Canadian GAAP
requirements to the extent not aready reflected in the
financid Satements.

Audit Requirement

(@D} Subject to the exceptions in this Instrument to the audit requirementsin
sections 4.9 and 5.7, financid statements included in a short form
progoectus other than the following, shal be accompanied by an auditor's
report without areservation of opinion:*°

1. Comparative interim financia dSatements required to be
incorporated by reference under paragraph 3 of Item 12.1 o
paragraph 2 of 12.2 of Form 44-101F2.

2. The comparative annud financia statements of the issuer for the
mogt recently completed financid yeer if

@ the financid statements are required to be incorporated
by reference in a short form prospectus solely by reason
of paragraph 4(b) or 4(c) of Item 12.1 of Form 44-
101F2;

Thereference to "without reservation of opinion” has been added for clarity.
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(b) thealditor of the issuer has not issued an auditor's report
on the financid satements; and

(© compardive financid datements, together with the
aocoomparying auditor's report, for the year preceding the
mod recently completed financid year are included in the
short form prospectus.

3. Theconpardive interim financia statements of a credit supporter
required to be incorporated by reference under Item 13.2 o
Form 44-101F2.

4. The pro forma financia statements if the pro forma financial
datamentsare accompanied by a compilation report signed by the
auditor and prepared in accordance with the Handbook.

Foreign Auditor's Report - If the financid statementsincluded in ashort form
progoectusareaccompanied by aforeign auditor's report, the auditor's report shall
be accompanied by a statement by the auditor

@ disclosng any materid differences in the form and content of the
foreign auditor's report as compared to a Canadian auditor's
report; and

(b) confirming that the auditing standards applied are substantialy
equivaent to Canadian GAAS.

Audit Committee Review of Financial StatementsIncluded in a Short Form
Progpectus-Anissuer shdl not file apreiminary short form prospectus or a short
fam prospectus unless each financia statement of a person or company included
in the preliminary short form prospectus or short form prospectus has been
reviewed by the audit committee of the board of directors of the person a
compay, if the person or company has or is required to have an audit committee.

Third Quarter Financial Statements- In the case where an issuer files a short
form prospectus before its directors have approved the comparative audited
annual financid statements for its most recently completed financid year ad
before the time period for filing the statements under securities legidation has



56

57

PART 7

7.1

1.2

PART 8

8.1

- 56 -

expired, the requirement in securities legidation to include in a progpectus its
firencia statements for the most recently completed financid year does not apply
if heiser includesin its short form prospectus the interim financid statements for
the third quarter of the last completed financid year.

DEEMED INCORPORATION BY REFERENCE

Deamed Incorpor ation by Reference of Filed Documents - If an issuer does
not incorporate by reference in its short form progpectus a document required to
beincorporated by reference under Item 12.1 of Form 44-101F2, the document
isdeaed for purposes of securities legidation to be incorporated by referencein
the issuer's short form prospectus as of the date of the short form prospectus to
the extent not otherwise modified or superseded by a statement contained in the
dhot form progpectus or in any other subsequently filed document thet also is, or
is deemed to be, incorporated by reference in the short form prospectus.®®

Deemed I ncor poration by Reference of Subsequently Filed Documents -
If an issuer does not incorporate by reference in its short form prospectus a
dooumat required to be incorporated by reference under Item 12.2 of Form 44-
101F2, the document is deemed for purposes of securities legidation to ke
incorporated by reference in the issuer's short form prospectus as of the date the
issuer filed the document to the extent not otherwise modified or superseded by
a statement contained in the short form prospectus or in any other subsequently
filed document that a0 is, or is deemed to be, incorporated by reference in the
short form prospectus.®’

FILING REQUIREMENTSFOR A SHORT FORM PROSPECTUS

Required Documentsfor Filing a Preiminary Short Form Prospectus

This has been revised to reflect Item 12.1(2) of proposed Form 44-101F2.

This has been revised to reflect Item 12.1(2) of proposed Form 44-101F2.
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General - In addition to any other documents required to be filed or
ddivered to the regulator under securities legidation, an issuer that filesa
preliminary short form prospectus shal

) file the following with the preiminary short form prospectus:

1

Signed Copy - A sgned copy of the preliminary short
form prospectus.

Quialification Certificate - A certificate executed mn
behdf of the issuer by one of its executive officers
certifying that dl of the criteria on which the issuer s
relying in order to be qudified to file a progpectusin the
form of a short form prospectus have been satisfied.

Material Incorporated by Reference - Copiesof al
meaid incorporated by reference in the preliminary short
form prospectus and not previoudy filed.

Earnings Coverage Explanation - An explanation of
the manner by which the earnings coverage ratios were
cdadaad, if the preliminary short form prospectus isfiled
for a didribution of debt securities having a term D
maturity in excess of one year or for a digtribution d
preferred shares.

Auditor's Comfort Letter regarding Audited
Statements - A signed letter to the regulator from the
auditor of the issuer or of the business, as applicable,
prepared in accordance with the form suggested for this
araumgtance by the Handbook, if afinancia statement of
an issuer or a busness included in a preliminary short
farm prospectus is accompanied by an unsigned auditor's
report.

M aterial Contracts - Subject to subsections (2) and
(3), copies of dl materia contracts to which the issuer is
aparty tha have not previoudy been filed.
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Mining Reports - The technica reports required to be
filed with a prdiminary short form prospectus under
Nationa Instrument 43-101, if the issuer has minerd
exploration, development or production activities on a

minera property.

Oil and Gas Reports - Any technica report or
certificate required to be filed with a preliminary short
form progpectus under the successor instrument to
Nationa Policy No. 2-B Guide for Engineers ad
Geologists Submitting Oil and Gas Reports to Canadian
Provindid Securities Adminigtrators and not previoudy
filed, if the issuer has oil and gas operations.

Reportsand Valuations - Subject to subsection (4), a
copy of each report or vauaion referred to in the
preliminary short form progpectus for which a consent is
required to be filed under section 8.3 and that has not
previoudy been filed, other than atechnica report that

@ Oedswith a property of an issuer that has minera
exdoration, development or mining properties or
oil and gas operations,; and

(b) is not otherwise required to be filed under
paragraph 7 or 8; and

(b) deliver to the regulator, concurrently with the filing of the
preliminary short form prospectus, the following:

1

Persond I nformation - For each director and executive
officer of an issuer, each promoter of the issuer or, if the
promoter is not an individua, each director and executive
officer of the promoter, for whom the issuer has not
previody ddlivered the following information, a Statement
containing that individua's

@ full name
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(b) position with or rdationship to the issuer;

(© employer's name and address, if other than the
iSSuer;

(d) full residentid address;
(e date and place of birth; and
® citizenship.

2. Authorization to Collection of Information - An
authorization in the form set out in Appendix A to the
collection of persond information.

Ontario Exception regarding Material Contracts - Despite
subparagraph (1)(a)6, in Ontario, an issuer that filesapreiminary short
fam prospectus is not required to file copies of any materia contractsto
which the issuer is a party, other than copies of materia contracts that
create or materidly affect the rights or obligations of the holders of the
securities being digtributed.

Nova Scotia Exception regarding Material Contracts - Despite
subparagraph (1)(a)6, in Nova Scotia, an issuer that files a preiminary
short form prospectus is not required to file, but isrequired to ddiver to
theregulator, copies of al materia contracts to which the issuer isa party
that have not previoudy been ddlivered.

Ontario and Nova Scotia Exception regarding Reports and
Vauations - Despite subparagraph (1)()9, in Ontario and Nova Scotia,
an issuer that files a preliminary short form prospectusis not required to
file but is required to ddiver to the regulator, a copy of each report or
valuation required to be filed in other jurisdictions under subparagraph

D@9

Required Documentsfor Filing a Short Form Prospectus
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General - In addition to any other documents required to be filed or
ddivered to the regulator under securities legidation, an issuer that filesa
short form progpectus shall

) file the following with the short form prospectus

1

Signed Copy - A dgned copy of the short form
prospectus.

Material Incorporated by Reference - Copiesof al
materia incorporated by reference in the short form
prospectus and not previoudy filed.

Auditor's Comfort Letter regarding Unaudited
Finanda Statements - A comfort letter to the regulator
from the auditor of the issuer or the business, as
applicable, prepared in accordance with the relevart
standards in the Handbook, if an unaudited financial
statement of an issuer or abusinessisincluded in a short

form prospectus.

Camfort Letter regarding Foreign Auditor's Report
- A letter to the regulator from the auditor that discusses
the auditor's expertise

@ to audit the reconciliation of foreign GAAP b
Canadian GAAP; and

(b) in the case of foregn GAAS other than U.S.
GAAS, to make the determination that the
auditing standards applied are subgtantidly
equivdent to Canadian GAAS, if a financial
datemat included in a short form prospectus has
bean prepared in accordance with foreign GAAP
or includes aforeign auditor's report.

I ssuer's Submission to Jurisdiction - A submission to
jurigdiction and gppointment of agent for service of
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process of theissuer in the form set out in Appendix B, if
an issuer is incorporated or organized in a foreign
jurisdiction and does not have an office in Canada.

Non-Issuer's Submisson to Jurisdiction - A
submission to jurisdiction and gppointment of agent for
[avice of process of the selling securityholder, promoter
or credit supporter, as gpplicable, in the form set out in
Appandix C, if asdlling securityholder, promoter or credit
supporter of an issuer isincorporated or organized under
a foreign jurisdiction and does not have an office n
Canada

Expert's Consent - The consents required to be filed
under section 8.3.

Credit Supporter's Consent - The written consent of
the credit supporter to the incluson of the Satementsin
the short form prospectus, if statements of a credit
supporter are required under Item 13.2 of Form 44-
101F2 to be included in a short form prospectus and a
certificate of the credit supporter is not required under
Item 20.3 of Form 44-101F2 to be included in the short

form prospectus.

Underwriting Agreement - Subject to subsection (2),
acopy of the underwriting agreement for the distribution,
unless previoudy filed.

Otha Material Contracts - Subject to subsections (3)
and (4), copies of al materid contracts to which the
issuer has been a party that have not previoudy been
filed.

Other Mining Reports - Any technica report or
certificate required to be filed with a short form
prospectus under Nationa Instrument 43-101 and not
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previoudy filed, if the issuer has exploration, development
or production activities on aminera property.

12.  Other Oil and Gas Reports - Any technical report or
certificate required to be filed with a short form
prospectus under the successor instrument to National
Policy No. 2-B and not previoudy filed, if theissuer has
oil and gas operations.

13.  Other Reportsand Valuations - Subject to subsection
(5), a copy of each report or vauation referred to in the
shart form prospectus, for which a consent is required to
be filed under section 8.3 and that has not previoudy
been filed, other than atechnicd report that

@ Oedswith a property of an issuer that has minera
exdoration, development or mining properties or
oil and gas operations; and

(b) is not otherwise required to be filed under
paragraph 11 or 12; and

(b) deliver to the regulator, concurrently with the filing of the short
famprospectus, a copy of the short form prospectus, blacklined
to show changes from the preliminary short form prospectus.

Ontario and Nova Scotia Exception regarding Underwriting
Agreament - Despite subparagraph (1)(a)9, in Ontario and Nova Scotia,
an issuer that files a short form prospectus is not required to file, but is
required to ddiver to the regulator, a Sgned copy of the underwriting
agreement for the distribution.

Ontario Exception regarding Other Material Contracts - Despite
subparagraph (1)()10, in Ontario, an issuer that files a short form
progpedus is not required to file copies of any material contracts to which
theissuer is a party, other than copies of material contracts that create or
materidly affect the rights and obligations of the holders of the securities
being digtributed.
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Nova Scotia Exception regarding Other Material Contracts -
Degatesubparagraph (1)(a)10, in Nova Scotia, an issuer that files a short
form progpectus is not required to file, but is required to deliver to the
regulatar, copies of adl materid contracts to which the issuer is a party that
have not previoudy been ddivered.

Ontario and Nova Scotia Exception regarding Reports and
Valuations - Despite subparagraph (1)(a)13, in Ontario and Nova
Scotia, an issuer that files a short form prospectusis not required to file,
but is required to deliver to the regulator, a copy of each report a
valuation required to be filed in other jurisdictions under subparagraph

(DE@13.

Consents of Experts

@

)

If any solicitor, auditor, accountant, engineer or gppraiser, or any other
pearsonar company whaose profession gives authority to a satement made
by that person or company, is named in a short form prospectus or an
amendment to a short form prospectus, ether directly or in a document
incorporated by reference

@ as having prepared or certified any part of the short form
prospectus or the amendment, or

(b) ashaing prepared or certified areport or valuation referred to in
the short form prospectus or the amendment, either directly or in
a document incorporated by reference,

the issuer shdll file no later than the time the short form prospectus or the
amadmatis filed, the written consent of the person or company to being
named and to that use of the report or vauation.

The consent of an auditor required under subsection (1) for areport on
financid satements shdll

@ refer to the report gating its date and the dates of the financial
gtatements on which the report is made; and
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(b) contain a statement that the auditor has read the short form
prospectus and al information specificaly incorporated by
reference therein and has no reason to believe that there are any
miggaresentations in the information in the short form prospectus
derived from the financid statements upon which the auditor has
reported or that is within the auditor's knowledge as a result of the
audit of thefinancia statements.

3 Subsection (1) does not apply to an approved rating organization that
issuesaraing to the securities being digtributed under the preliminary short
form prospectus or short form prospectus.

Filing of French Version

D An issuer shdl file a French language version of a prdiminary short form
progpectus, short form progpectus, any amendment to a preliminary short
form prospectus or short form prospectus and any supporting document
before sending the French language version of a preliminary short form
prospectus, a short form prospectus or an amendment to an investor or

prospective investor.

2 An issuer that has prepared a French language version of aprdiminary
dhart fom prospectus, short form prospectus, amendment to a preliminary
short form prospectus or short form prospectus or any supporting
document shdl file the French language verson of the document in New
Brunswick concurrently with or as soon as practicable after filing the
English language verson of the document.

Prahibition on Filing - Anissuer shdl not file apreliminary short form prospectus
or a short form prospectus if the issuer is in default in filing or ddivering to the
reguator adocument required to befiled or ddlivered under securities legidation.

M aterial Contracts - An issuer shal make avalable al materia contracts
rfaredtoinashort form prospectus for inspection at a reasonable time and place
during the distribution of the securities under the short form prospectus.
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FILING REQUIREMENTS FOR AN AMENDMENT TO A SHORT
FORM PROSPECTUS

Farmd Amendment - An amendment to a preliminary short form prospectus or
a short form prospectus shal consst of either an amendment that does not fully
redate the text of the preliminary short form prospectus or short form prospectus
or an amended and restated preliminary short form prospectus or short form
prospectus.

Required Documents for Filing an Amendment - An issuer thet files an
amendment to a preliminary short form prospectus or short form prospectus shdl

) fileasgned copy of the amendment;

(b) deliver to the regulator a copy of the preiminary short form
prospectus or short form prospectus blacklined to show the
changes made by the amendment, if the amendment isdso a
retatemant of the preliminary short form prospectus or short form
prospectus; and

(© fleor deliver to the regulator any supporting documents required
under this Instrument or other provisons of securitieslegidation
to be filed or ddivered to the regulator with apreiminary short
fam prospectus or a short form prospectus, as the case may be,
unless the documents origindly filed with the preiminary short
form prospectus or short form prospectus, as the case may be,
are correct as of the date the amendment isfiled.

Consnts- If an amendment to a preliminary short form prospectus or short form
prospectus materialy affects, or relates to, the subject matter to which a consent
fledunder section 8.2 or 8.3 or an auditors comfort letter filed under section 8.1
or 8.2 refers, the issuer shdl file with the amendment a new consent or auditors
comfort letter, as applicable.

Forwarding Amendments - An amendment to a prdiminary short form
prospectus shal be forwarded to each recipient of the preiminary short form
progpecius according to the record of recipients to be maintained under securities
legidation.
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Recept for Amendment to Preliminary Short Form Prospectus - The
regulator shal issue a receipt for an amendment to a preliminary short form
prospectus as soon as reasonably possible after the amendment isfiled.

NON-FH XED PRICE OFFERINGS AND REDUCTION OF OFFERING
PRICE UNDER SHORT FORM PROSPECTUS

Non-Fixed Price Offerings and Reduction of Offering Price under Short
Form Prospectus

@

)

©)

Every security digtributed under a short form prospectus shal be
distributed at afixed price,

Despite subsection (1), securities for which the issuer is qudified under
Part 2 to file a prospectus in the form of a short form prospectus may be
distributed for cash at non-fixed prices under a short form prospectusif,
at the time of the filing of the preiminary short form prospectus, the
securities have received arating, on a provisond or find bass, from &
least one gpproved rating organization.

Despite subsection (1), if securities are distributed for cash under a short
form prospectus, the price of the securities may be decreased from the
intial offering price disclosed in the short form prospectus and, after such
a decrease, changed from time to time to an amount not greater than the
initid offering price, without filing an amendment to the short form
prospectus to reflect the change, if

@ the securities are distributed through one or more underwriters
that have agreed to purchase dl of the securities a a specified
price,

(b) the proceeds to be receved by the issuer or sdling
securityholders or by the issuer and sdlling securityholders are
disclosed in the short form prospectus as being fixed; and
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(© the underwriters have made a reasonable effort to sl dl of the
surities digtributed under the short form prospectus at the initia
offering price disclosed in the short form prospectus.

4 Degpitesubsations (2) and (3), the price at which the rights under arights
offering may be exercised shdl be fixed.
CIRCULARS

Use of Short Form Prospectus Disclosure in Securities Exchange
Take-Over Bid Circular and Securities Exchange | ssuer Bid Circular

@

2

©)

An issuer that makes a take-over bid or an issuer bid that includes
consideration conssting, in whole or in part, of the issuer's securities
satigfies the requirement in securities legidation to include, in a securities
exchange take-over bid circular or a securities exchange issuer bid
drada, the information prescribed by the form of prospectus appropriate
fortheissuer by including, in the securities exchange take-over bid circular
or the securities exchange issuer bid circular, the information required
under this Instrument to be included in a short form prospectus, if the
issuer's securities offered as condderation are of a type for which the
isue isquaified under section 2.2, 2.3, 2.4 or 2.8 to file a prospectusin
the form of a short form prospectus.

In determining, for the purpose of subsection (1), whether an issuer is
quelified to file a progpectusin the form of a short form prospectus under
stion2.2, 2.3, 2.4 or 2.8, references in those sections to the time of the
fiingof a preliminary short form prospectus shal be read as references to
the time of the filing of the securities exchange take-over bid circular or
Securities exchange issuer bid circular.

ltem 11 of Form 44-101F2 applies with necessary changes to a securities
exchange take-over bid referred to in subsection (1), if the securities
exchange take-over bid would result in the offeror making a sgnificart
acquigtion.
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Use of Short Form Prospectus Disclosurein Information Circular

D An issuer that sends an information circular to securityholders disclosing
information on a proposed reorganization tha involves the issuer
ddributing its securities stisfies the requirement in securities legidation to
include in an information circular the information prescribed by the form
of prospectus appropriate for the issuer by including in the information
circular, the information required under this Instrument to be included in
a short form prospectus, if the issuer's securities to be distributed n
connection with the reorganization are of a type for which the issuer is
quelified under section 2.2, 2.3, 2.4 or 2.8 to file a progpectusin the form

of ashort form prospectus.

2 In determining, for the purpose of subsection (1), whether an issuer is
quelified to file a progpectusin the form of a short form prospectus under
sion2.2, 2.3, 2.4 or 2.8, references in those sections to the time of the
fingof a preliminary short form prospectus shal be read as references to

the time of thefiling of the information circular.

Information Circular Disclosureregarding Availability of Information - An
issuer that has a current AIF and sends its information circular, as required under

securities legidation, to securityholders shdll

@ send, upon request to the secretary of the issuer, a copy of the
folowing documents to the person or company making the

request and, in the case of a securityholder, without charge:

1 The issuer's current AlF, together with one copy of any
document, or the pertinent pages of any document,

incorporated by reference in the current AlF.

2. The issuer's mogt recently filed comparative annual
financid Statements, together with the accompanying
report of the auditor, and any interim financia satements
of the issuer that have been filed for any period after the

end of its most recently completed financid year.
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3. Theisuer's information circular for its most recent annua
meeting of shareholders that involved the eection d
directors or any annud filing prepared ingtead of that
information circular, as appropriate; and

indude in its information circular a satement describing the
avaldhlity, without charge to a securityholder, upon request made
tothesaoretary of the issuer, of the documents listed in paragraph

@.

SOLICITATIONS OF EXPRESSIONS OF INTEREST

Solidtationsof Expressions of I nterest - The prospectus requirement does not
apply to solicitations of expressons of interest before the filing of a preiminary
short form prospectus for securities to be qudified for distribution under a short
form prospectus in accordance with this Instrument, if

@

(b)

(©

the issuer has entered into an enforceable agreement with an
underwriter who has, or underwriters who have, agreed b
purchase the securities,

the agreement referred to in paragraph (a) has fixed the terms of
theditribution and requires that the issuer file a preiminary short
form prospectus for the securities and obtain a receipt for the
preliminary short form prospectus from

® the regulator in a least one jurisdiction, dated not more
than two business days after the date that the agreement
is entered into, and

(i) the Canadian securities regulatory authoritiesin any other
juigdictions in which the ditribution is to be made, dated
not more than three business days after the date that the
agreement is entered into;

the issuer has issued and filed a news rdease announcing the
agreement immediately upon entering into the agreemernt;
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(d) upon issuance of a receipt for the priminary short form
prospectus, a copy of the preliminary short form prospectus is
st to each person or company who has expressed an interest in
acquiring the securities; and

(e except as provided in paragraph (a), no agreement of purchase
and sale for the securities is entered into until the short form
prospectus has been filed and a receipt obtained.

EXEMPTION

Exemption

D

2

©)

The regulator or the securities regulatory authority may grant an
exemption, in whole or in part, from the provisons of this Insgrument
subject to such conditions or redtrictions as may be imposed in the
exemption.

Despite subsection (1), in Ontario and Alberta, only the regulator may
grant such an exemption.

Angpplication made to the securities regulatory authority or regulator for
an exemption from the provisons of this Insrument shal include a letter
or memorandum describing the matters relating to the exemption, and
indicating why consideration should be given to the granting of the
exemption.

Evidence of Exemption

D

)

Subject to subsection (2) and without limiting the manner in which an
exemption under this Part may be evidenced, the granting under this Part
of an exemption, other than an exemption, in whole or in part, from Part
2, may be evidenced by the issuance of a receipt for a short form
prospectus or an amendment to a short form prospectus.

An exemption under this Part may be evidenced in the manner set out in
subsection (1) only if
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@ the person or company that sought the exemption

(0] st totre regulator the letter or memorandum referred to
ingubsection 13.1(3) on or before the date of the filing of
the preliminary short form prospectus, or

(it st totre regulator the letter or memorandum referred to
in subsection 13.1(3) after the date of the filing of the
prdiminary short form prospectus and received a written
acknowledgement from the regulator that the exemption
may beevidenced in the manner set out in subsection (1);
and

(b) the regulator has not sent notice to the contrary to the person or
conpany that sought the exemption before, or concurrently with,
the issuance of the receipt.

13.3 Examption under Prior Policy - An issuer that, immediately before the time this
Instrument came into force, was digible to participate in the prompt offering
quelification system contemplated by Nationa Policy Statement No. 47 under an
exemption, ruling, order, decison or other action of the securities regulatory
authority or regulator, other than a blanket ruling or order,*®isqudified tofilea
prospectus in the form of ashort form prospectus, in reliance on the exemption,
ruling, order, decision or other action and subject to the same conditions, if any,
asarein the action, until the earliest of

@ the end of the period for which the AlF filed by the issuer before
this Instrument came into force is a current AIF under this
I nstrument;

(b) the expiration of the action; and

(© the revocation of the action by the securities regulatory authority
or the regulator.

%8 Theteem"blanket rulings and orders" is defined in National Instrument 14-101 Definitions as meaning
"rulings and orders issued under Canadian securities legislation in certain jurisdictions that are
applicable to a class of persons, trades, intended trades, securities, exchange contracts o
transactions".
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FORM 44-101F1
AlF

An AIF is intended to provide background information that s
essantial to a proper under standing of the nature of an issuer and its
operations and prospects.

Focusthe AIF disclosure on the issuer and external factors affecting
the issuer specifically; do not focus, unless specifically required, on
external factors that affect issuers generally.

Do not omit any of the disclosure prescribed by this Form. In
determining the degree of detail required, apply a standard of
materiality. Materiality is a matter of judgment in particular
drcumstances, and should generally be determined in relation to an
item's significance to investors, analysts and other users of the
information. An item of information, or an aggregate of items, is
conddered material if it is probable that its omission or misstatement
wouldinfluence or change an investment decision with respect to the
issuer's securities. In determining whether information is material,
take into account both quantitative and qualitative factors. This
concept of materiality is consistent with the financial reporting
notion of materiality contained in the Handbook.

A requirement in this Form to discuss or disclose forward-looking
information does not call for a forecast or projection as defined in
the Handbook. An issuer that chooses to provide a forecast o
projection is required to comply with National I1nstrument 52-101
Future-Oriented Financial Information, oncein force. Until National
Ingrument 52-101 isin force, issuers should refer to National Policy
No. 48 Future-Oriented Financial Information.

An issuer that is a special purpose vehicle may have to modify the
dgdosureitemsin this Formto reflect the special purpose nature of
its business.
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Anyinformetionrequired in an AIF may be incorporated by reference
intheAlF. Clearly identify in an AIF any document incor porated by
reference. If an excerpt of a document isincorporated by reference,
clearly identify the excerpt in the AlF by caption and paragraph of
the document. Any material incorporated by referencein an AlF is
required under subsection 3.3(1) of National Instrument 44-101 to be
filed with the AIF unlessit has been previoudly filed.

Date an AIF no earlier than the date of the auditor's report on the
issuer's financial statements for the financial year covered by the
AlF.

Unlessotherwise specified in this Form, present the information in an
AlF asat a date not earlier than the end of the issuer's most recently
completed financial year, except for

@ anAlFfiled by a successor issuer following a reorganization,
inwhich case present the information as at a date not earlier
thanthelatest financial year end of any of the participantsin
the reorganization that were reporting issuers at the time of
the reorganization; and

(b) an AIF filed by an issuer of asset-backed securities that has
not completed its first financial year, in which case present
the information as at a date within 30 days before the date
that theinitial AIF isfiled.

If a material change affecting the issuer occurs after the date as at
whichthe disclosurein the AlF isrequired, and before filing, include
thisinformation in the AlF.

Terms used and not defined in this Form that are defined o
interpreted in National Instrument 44-101 shall bear that definition
or interpretation.

All rferences to an issuer in Items 3 through 6 of this Form are to be
read asapplying to an issuer and its subsidiaries and investees, if the
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disclosure concerning the issuer's subsidiaries and investees is
material.

Cover Page
Date - Insert the date of the AIF on the cover page.

Review of Renewal AlF - If theissuer has been notified that its renewd AlF is
bangredewed, include the following statement in bold type on the cover page of
the renewa AlF until notified that the review has been completed.

"Thisannual information form iscurrently under review by
the Canadian securities regulatory authorities of one a
mor ejurisdictions. Information contained herein is subject
to change.”

INSTRUCTION Thedatement required under Item 1.2 may be added to paper copies

13

Item 2:

2.1

of therenewal AlF by way of a stamp, sticker or other method that
will ensure that the statement may not be deleted or removed from
the renewal AlF.

Revisions - If revisons are made to an AlF after filing, identify the AIF as a
"raised initid AIF" or a"revised renewd AlF", as the case may be, on the cover

page.

Corporate Structure

Name and I ncor poration

(@D} State the full corporate name of the issuer or, if the issuer is an
unincorporated entity, the full name under which it exists and carrieson
business.

2 State the statute under which the issuer is incorporated, continued o

organized or, if the issuer is an unincorporated entity, the laws of the
juisdiction or foreign jurisdiction under which it is established and exigts.
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If materid, state whether the articles or other congtating or establishing
documents of the issuer have been amended and describe the substance
of the amendments.

2.2 I nter cor porateRelationships - Describe, by way of adiagram or otherwise, the
intercorporate relationships among the issuer and the issuer's subsidiaries as of the
most recent financid year end of the issuer. For each subsdiary date

INSTRUCTION

@

(b)

(©

thepercentage of the votes attaching to dl voting securities of the
subsdiary represented by voting securities beneficidly owned, or
over which control or direction is exercised, by the issuer;

the percentage of each class of non-voting securities beneficidly
owned, or over which control or direction is exercised, by the
issuer; and

the place of incorporation or continuance.

A particular subsidiary may be omitted if

(@)

(b)

(©

thetotal assets of the subsidiary do not constitute more than
10 percat of the consolidated assets of the issuer at the most
recent financial year end,;

the sales and operating revenues of the subsidiary do not
exceed 10 percent of the consolidated sales and operating
revenues of the issuer at the most recent financial year end,
and

theconditions in paragraphs (a) and (b) would be satisfied if

0] the subsidiaries that may be omitted under
paragraphs (a) and (b) were considered in the
aggregate, and

(i) thereference to 10 percent in those paragraphs were
changed to 20 percent.
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General Development of the Business

Three Year History - Describe the generd development of the business of the
isser over the three most recently completed financia years. Include only mgjor
evats or conditions that have influenced the generd development of the business
o theisse. If the business conssts of the production or distribution of more than
one product or the rendering of more than one kind of service, describe the
principa products or services. Also discuss changes in the business of the issuer
that are expected to occur during the current financia year of the issuer.

INSTRUCTION I nclude the business of subsidiaries only insofar as is necessary to

3.2

eqlain the character and devel opment of the business conducted by
the combined enterprise.

Acquigitions and Dispositions
(@) Disclose
@ any acquisition completed by the issuer during the most recently
completed finandd year for which financid statement disclosure
would be required under Part 4 or 5 of Nationa Instrument 44-
101 if the AIF were a short form prospectus; and

(b) ay sgnificant disposition completed by the issuer during the most
recently completed financia year.*

2 Under paragraph (1) include particulars of
@ the nature of the assets acquired or disposed of;
(b) the date of each acquisition or dispostion;

(© thecongdaation, both monetary and non-monetary, paid to or by
the issuer;

See sections 1.1 through 1.6 of National Instrument 44-101 for definitions and interpretation of
"significant" acquisitions and dispositions.
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any materid obligations that must be complied with to keep any
acquisition or disposition agreement in good standing;

theeffect of the acquisition or digposition on the operating results
and financid pogtion of theissuer;

ay vauation opinion obtained within the last 12 months required
under Canadian securities legidation or Canadian securities
directions or a requirement of a Canadian stock exchange a
other Canadian market to support the value of the consderation
received or pad by the issuer or any of its subsdiaries for the
assets, induding the name of the author, the date of the opinion,
the assets to which the opinion relates and the vaue attributed to
the assets; and

whether the transaction is @ arm'slength and, if not, the identity
o the other parties and the relationship of the other partiesto the
iSsuer.

3.3 Trends - Discuss any trend, commitment, event or uncertainty that is both
presantly knoan to management and reasonably expected to have a materid effect
on the issuer's business, financid condition or results of operations, providing
forward-looking information based on the issuer's expectations as of the date of

the AIF.

INSTRUCTION Issuers are encouraged, but not required, to supply other
forward-looking information. Optional forward-looking disclosure
involves anticipating a future trend or event or anticipating a less
predictabl e effect of a known event, trend or uncertainty. This other
forward-looking information is to be distinguished from presently
known information that is reasonably expected to have a material
effect on future operating results, such as known future increases in
costs of labour or materials, which is information required to ke
disclosed.
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Item 4: Narrative Description of the Business
4.1 General
1) Describe the business of the issuer with reference to the reportable

operating segments as defined in the Handbook and the issuer's business
inganad. Include the following for each reportable operating segment of

the isuer:

1 For principal products or services,

@

(b)

the methods of ther digribution and their principa
markets;

asdollar amounts or as percentages, for each of the two
mod recently completed financid years, the revenues for
each category of principa products or services that
accounted for 15 percent or more of total consolidated
revenues for the gpplicable financia year derived from

(0] sales to customers, other than investees, outside
the consolidated entity, and

(i) sdes or trandfersto investees.

2. The competitive conditions in the principd markets ad
geographic areas in which the issuer operates, including, if
reasonably possble, an assessment of the issuer's competitive
position.

3. If there has been a public announcement of the introduction of a
new product, the status of the product.

4, Thesources, pricing and availability of raw materids, component
parts or finished products.

5. Theimpartance, duration and effect on the segment of identifiable
intangible properties such as brand names, circulation lids,
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copyrights, franchises, licences, patents, software, subscription
lists and trademarks.

The extent to which the business of the segment is cydlicd o
Seasondl.

A description of any aspect of the issuer's business that may be
affected in the current financid year by renegotigtion or
termination of contracts or sub-contracts and the likely effect.

The financia and operationd effects of environmenta protection
requiramanison the capital expenditures, earnings and competitive
pogtiondf the issuer in the current financid year and the expected
effect in future years.

Thenumbea o employees, as a the most recent financia year end
or as an average over the year, whichever is more relevant.

Any risks associated with foreign operations of the issuer and any
dependence of the segment upon the foreign operations.

Disclose the nature and results of any bankruptcy, receivership or smilar
proceedings againgt the issuer or any of its subsdiaries, or any voluntary
benknyptcy, receivership or smilar proceedings by the issuer or any of its
uigdaies within the three most recently completed financia years or the
current financia yeer.

Disdose the nature and results of any materid reorganization of the issuer
oray o its subsdiaries within the three most recently completed financid
years or the current financia year.

I ssuers with Asset-backed Securities Outstanding - For issuers with asset-
backed securities outstanding that were distributed under a prospectus, disclose

@

adesxiption of any events, covenants, slandards or preconditions
thet are dependant or based on the economic performance of the
underlying pool of financia assets and that may impact on the
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timing or amount of payments or distributions to be made under
the asset-backed securities;

for the two most recently completed financid years of the issuer
or alesser period commencing on the first date on which the
issuer hed asset-backed securities outstanding, information on the
underlying pool of financia assts reating to

(0] thecompogition of the pool as of the end of each financia
year or partial period,

(i) income and losses from the pool on at least a quarterly
badis,

(i)  thepaymat, prepayment and collection experience of the
pool on aquarterly basis, and

(iv)  any dgnificant variances experienced in the metters
referred to in clauses (i), (i) or (iii);

Present the information required under paragraph (b) in a
manner that will enable a reader to easily determineif, and
the extent to which, the events, covenants, standards and
preconditions referred to in paragraph (a) have occurred, are
being satisfied or may be satisfied.

If the information required under paragraph (b) is not
compiled specifically on the underlying pool of financial
assets, but is compiled on a larger pool of the same assets
fromwhich the securitized assets are randomly selected such
that the performance of the larger pool is representative of
the performance of the pool of securitized assets, then an
issuer may comply with paragraph (b) by providing the
information required based on the larger pool and disclosing
that it has done so.

if any of the information disclosed under paragraph (b) has been
audited, the existence and results of the audit;
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(d) the invesment parameters applicable to investments of any cash
flow surpluses,

(e the amount of payments made in respect of principa and interest
or capita and yidd, each stated separately, ®° on asset-backed
securities of the issuer outstanding during the most recently
completed financid year or alesser period commencing on the
first date on which the issuer had asset-backed securities
outgtanding;

® theoccurrence of any events that have led or with the passage of
time could lead to the accelerated payment of principa or capita
of asset-backed securities; and

(9 the identity of any principa obligors for the outstanding asset-
backed securities of the issuer a the end of the most recent
financid year or interim period, the percentage of the underlying
pool of financia assets represented by obligations of each
principal obligor and whether the principa obligor has filed an
AIF in any jurigdiction or a Form 10-K or Form 20-F in the
United States.

Issuer s With Natural Resour ce Operations (other than Oil and Gas) -For
issuerswith netural resource operations, other than oil and gas operations, disclose
the following information for each property materid to the issuer:

1. Property Description and L ocation
(@  Theszeand location of the property.

(b) The nature and extent of the issuer'stitle to or interest in
the property, including accompanying surface rights, the
aUficiency of the rights for mining operations, obligations
that must be met to retain the property and the expiry
date of clams, licences and other property tenure rights.

This paragraph has been revised to clarify that the disclosure of these payments should be stated
separately.
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The terms of any roydties, overrides, back-in rights,
payments or other agreements and encumbrances D
which the property is subject.

All environmentd liahilities to which the property is
subject.

Accesshility, Climate, Local Resour ces, I nfrastructure and

Physiography

@ The means of access to the property.

(b) The proximity of the property to a population centre and
the nature of transport.

(© To the extent rlevant to the mining project, the climate
and length of the operating season.

(d) Theavalability of power and water, mining personnd and
potentid tailings and disposa aress.

(e The topography, eevation and vegetation.

History

@ The prior ownership of the property and ownership
dhenges and the type, amount, quantity and results of the
exploration work undertaken by previous owners, and
any previous production on the property, to the extert
known.

(b) If a property was acquired within the three most recently

completed financid years of the issuer or during its
current financia year from, or isintended to be acquired
by the issuer from, an insider or promoter of the issuer or
an asociate or affiliste of an indder or promoter, the
name and address of the vendor, the relationship of the
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vendor to the issuer and the consideration paid or
intended to be paid to the vendor.

(© To the extent known, the name of every person @
company that has received or is expected to receive a
greater than five percent interest in the consderation
received or to be received by the vendor referred toin

subparagraph (b).
Geology - The geology of the region and the property.

Exploration Information - The nature and extent of al
exqdoration work and metdlurgica or other testing conducted by,
or on behdf of, the issuer on the property, including

@ the results of al surveys and investigations;
(b) an interpretation of the exploration information; and

(© whether the surveys and investigations have been carried
out by the issuer or a contractor.

Mineralization - The minerdization encountered on the
propearty, detailing length, width, depth, continuity and the basis of
measurement together with a description of the type, character
and didgribution of the minerdization.

Sampling and Analysis - The sampling and assaying including

@ mineral occurrences and the nature of minerdization
found,

(b) mnera distributions, rock types, structura controls, cut-
off grades and other parameters used to establish
sampling intervals,

(© the location, number, type, spacing and densty of
samples collected;
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(d) the area covered,

(e any drilling, sampling or recovery problems encountered
that could materiadly impact the accuracy or rdiability of
the reaults;

® the assay procedures used; and
@ quality control and check assay procedures.

Saaurity of Samples - The measures taken to ensure the vaidity
and security of samples taken.

Resources and Reser ves - The resources and reserves, if any,
induding

@ the quantity and grade of each category of resource and
reserve;

(b) the key assumptions, parameters and methods used to
estimate the resource and reserve; and

(© theedat to which the estimate of resources and reserves
may be affected by medlurgica, environmentd,
permitting, infrastructure, mining, legd, title, politica and
other issues.

Mining Operations - For development properties ad
production properties, the mining method, metallurgical process,
production forecast, market contracts for sale of products, mine
life and expected payback period of capital.

Issuers are reminded that disclosure regarding mineral
eqloration development or production activities on material
propertiesis required to comply with National Instrument 43-
101 Standards of Disclosure for Mineral Projects, once in
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force, including the use of the appropriate terminology to
describe reserves and resources. Until National Instrument
43-101isin force, issuers should refer to National Policy No.
22 Use of Information and Opinion Re Mining and OQil
Properties by Registrants and Others.

2 Disclosure is required for each property material to the
issuer. Materiality isto be determined in the context of the
issuer's overall business and financial condition, taking into
acoount quantitative and qualitative factors. A property will
not generally be considered material to an issuer if the book
value ofthe property as reflected in the issuer's most recently
filed financial statements or the value of the consideration
paid or to be paid (including exploration obligations) isless
than 10 percent of the book value of the total of the issuer's
mineral properties and related plant and equipment.

3 The information required under these items shall be derived
from or supported by information obtained from the report
rdating to the property prepared and filed with the regulator
under National Instrument 43-101 Standards of Disclosure
for Mineral Projects, once in force.

4 Ingiving the information required under these items, include
the nature of ownership interests, such as fee interests
leasehold interests, royalty interests and any other types and
variations of ownership interests.

44 Issuerswith Oil and Gas Operations - For issuers with oil and gas operations,
disclose the following (in tabular form, if gppropriate):

1.

Drilling Activity - The number of wdls the issuer has drilled or has
participated in drilling, the number of these wdlls that were completed as
oil wells and gas wedlls that are capable of production, each stated
sparately, and the number of dry holes, expressed in each case as gross
and net wdls, during each of the two most recently completed financia
years of theissuer.
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L ocation of Production - The geographical areas of the issuer's
production, the groups of oil and gas properties, the individua oil and gas
properties and the plants, facilities and ingtallations that, in each case, are
owned or leased by the issuer and are materia to the issuer's operations
or exploratory activities.

Location of Wells - The location, stated separately for oil wells and gas
wdls by jurisdiction, if in Canada, by date, if in the United States, and by
country otherwise, of producing wells and wells capable of producing, in
which the issuer has an interest and which are materid, with the interest
expressed in terms of gross and net wells.

Interestin Material Properties - For interests in materid propertiesto
whichno proved reserves have been attributed, the gross acreage in which
theiser has an interest and the net interest of the issuer, and the location

of acreage by geographical area.

Reserve Estimates - To the extent materid, estimated reserve volumes
and disoounted cash flow from such reserves, stated separately by country
andby categories and types that conform to the classfications, definitions
anddsclosure requirements of Nationd Policy Statement No. 2-B Guide
for Enginears and Geologists Submitting Oil and Gas Reports to Canadian
Povincid Securities Administrators or any successor instrument, on both
a gross and net basis as a the most recent financid year end, including
information on royaties.

Sourceof Reser ve Estimates - The source of the reserve estimates and
whether the reserve estimates have been prepared by the issuer or by
independent engineers or other quaified independent persons and any
other information relating to reserve estimates required to be disclosed in
anAlF by any successor ingtrument to Nationd Policy Statement No. 2-
B.

Reconciliation of Reserves - A reconciliation of the reserve volumes
by categories and types that conform to the classfications, definitions and
disclosure requirements of Nationa Policy Statement No. 2-B or any
successor insrument, as a the financid year end immediately preceding
the mogt recently completed financid year to the reserve volume
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information furnished under paragraph 5, with the effects of production,
acquigtions, dispositions, discoveries and revison of estimates shown
separately if materid.

Higory - For each quarter of the most recently completed financia year
of theissuer, with comparative data for the same periods in the preceding
financd year,

@

(b)

(©

theaverage daily production, after deduction of royalties payable
in kind, of

® conventiond crude ail,

(i) natura gasliquids, and

(i) naturd ges,

the following on a per barrd basis for conventiona crude oil and
naturd gas liquids and on a per thousand cubic feet basis for
natura gas

® the average net product prices received,

(i) roydties,

(i) opeaing expenses, specifying the particular items
included, and

(iv)  netback received;

the average net product price received for the following, if the
issuer's production of the following is materid to the isuer's
overdl production,

(0] light and medium conventiond crude ol

(it heavy conventiond crude oil, and
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(i) gynthetic crude oil; and
(d) the dollar amounts expended on
(0] property acquisition,
(i) exploration, induding drilling, and
@ii)  development, induding facilities
Future Commitments - A description of the issuer's future material

commitmantsto buy, sell, exchange or transport oil or gas, stating for each
commitment separately

the aggregate price;

10.

(b) the price per unit;

(© thevdume to be purchased, sold, exchanged or transported; and
(d) the term of the commitment.

Exploration and Development - A description of the issuer's current

and contarplated exploration or development activities, to the extent they
are materid.

Sdected Consolidated Financial | nformation

Annual Information - Provide the following financia data for the issuer n
summary form for each of the three most recently completed financid years,
aocompanied by a discussion of the factors affecting the comparability of the data,
induding discontinued operations, changes in accounting policies, sgnificart
acquigtions or materiad dispositions and mgor changes in the direction of the
business

1.

Net sales or total revenues.
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2. Income from continuing operations, in total and on a per share and fully
diluted per share basis, caculated in accordance with the Handbook.

3. Netincome or loss, in total and on a per share and fully diluted per share
bas's, calculated in accordance with the Handbook.

4, Total assts.

5. Tota long-term financid liahilities as defined in the Handbook.

6. Cash dividends declared per share for each class of share.

7. Such other information as the issuer beieves would enhance an
underdanding of and would highlight trends in financid condition ad
results of operations.

Dividends

D Describe any redriction that could prevent the issuer from paying
dividends.

2 Disclose the issuer's dividend policy and if adecison has been made to

change the dividend policy, disclose the intended change in dividerd
policy.

Foreign GAAP - An issuer may present the selected consolidated financial
information required in this Item 5 on the bass of foregn GAAP if

@ theisaer's primary financid statements have been prepared using
foreign GAAP,; and

(b) if the issuer is required under securities legidation to have
reconciled itsfinancia statements to Canadian GAAP a the time
dfiirgits financia statements or the issuer has otherwise done so
a that time, a crossreference to the notes to the financial
satements containing the reconciliaion is included.
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Management's Discussion and Analysis
Schedule 1 Disclosure
D Provide the disclosure required under Schedule 1 to this Form.

2 If an issuer has securities registered under the 1934 Act, the issuer may
satisfy the requirement in paragraph (1) by including disclosure that is
required under the item requirements applicable to it under the 1934 Act
for management's discusson and andysis.

Foreign GAAP - If anissuer's primary financial statements have been prepared
ugng foregn GAAP and theissuer is required under securities legidation to have
reconciled its financid statements to Canadian GAAP a the time of filing its
financid statements, or has otherwise done o at that time, then provide a cross-
reference in the MD&A to the notes to the financid statements containing the
reconciliation.

Market for Securities

M arket for Securities - Identify the exchange(s) and quotation system(s) on

which the issuer's securities are listed and posted for trading or quoted.

Directorsand Officers

Name, Address, Occupation and Security Holding

(@D} Lig therame and municipdity of resdence of each director and executive
dfficer of the issuer and indicate their respective positions and offices held
with the issuer and their respective principa occupations within the five
preceding years.

2 State the period or periods during which each director has served asa
director and when his or her term of office will expire.
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State the number and percentage of securities of each class of voting
suitiesof the issuer or any of its subgdiaries beneficidly owned, directly
or indirectly, or over which control or direction is exercised, by dl
directors and executive officers of the issuer as a group.

Securities of subsidiaries that are beneficially owned, directly a
indirectly, or over which control or direction is exercised by directors
or executive officers through ownership or control or direction over
securities of the issuer do not need to be included.

Disclose the board committees of the issuer and identify the members of
each committee.

If the principa occupation of adirector or officer of the issuer isacting as
an officer of a person or company other than the issuer, disclose the fact
and date the principa business of the person or company.

Corporate Cease Trade Ordersor Bankruptcies- If adirector or officer of
the issuer, or a shareholder holding a sufficient number of securities of the issuer
to affect materidly the control of theissuer, is, or within the 10 years before the
date of the AIF has been, adirector or officer of any other issuer that, while that
person was acting in that capacity,

@ weasthe subject of a cease trade or Similar order, or an order that
Omied the other issuer access to any exemptions under Canadian
securities legidation, for a period of more than 30 consecutive
days date the fact and describe the basis on which the order was
made and whether the order is il in effect; or

(b) became bankrupt, made a proposa under any legidation relating
to bankruptcy or insolvency or was subject to or ingtituted any
proceedings, arrangement or compromise with creditors or had
a receiver, recever manager or trustee gppointed to hold its
assats, state the fact.

Penalties or Sanctions
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1) Describe the pendlties or sanctions imposed and the grounds on which
they were imposed, or the terms of the settlement agreement and the
circumstances that gave rise to the settlement agreement, if adirector or
officer of the issuer, or a shareholder holding a sufficient number d
securities of the issuer to affect materidly the control of the issuer, has

@ been subject to any pendties or sanctions imposed by a court
relating to Canadian securities legidation or by a Canadian
securities regulatory authority or has entered into a settlement
agreement with a Canadian securities regulatory authority; or

(b) been subject to any other pendties or sanctions imposed by a
court or regulatory body that would likely be consdered
important to a reasonable investor in making an investment
decison.

2 Dexpite peragraph (1), no disclosureis required of a settlement agreement
atered into before the date Nationa Instrument 44-101 came into force
wunessthed sclosure would likely be considered important to areasonable
investor in making an investment decision.

Personal Bankruptcies - If adirector or officer of the issuer, or a shareholder
hddngaaificient number of securities of theissuer to affect materidly the control
o theissuer heg within the 10 years before the date of the AlF, become bankrupt,
medeaproposal under any legidation relating to bankruptcy or insolvency, or was
subject to or indituted any proceedings, arrangement or compromise with
creditors, or had a receiver, receiver manager or trustee gppointed to hold the
assets of the director or officer, sate the fact.

Conflicts of Interest - Disclose paticulars of existing or potential meterial
corflicts of interest between the issuer or asubgidiary of the issuer and a director
or officer of theissuer or asubsidiary of the issuer.

Additional Information

Additional Information
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Include a statement to the effect that the issuer, upon request to the
secretary of the issuer, will provide to any person or company

@

(b)

whanthe securities of the issuer are in the course of adigtribution
under a preliminary short form prospectus or a short form
prospectus,

0]

(i)

(ii)

i)

oneoopy of the AIF of the issuer, together with one copy
of any document, or the pertinent pages of any document,
incorporated by reference in the AIF,

one copy of the comparative financia statements of the
issuer for its most recently completed financid year for
which financid statements have been filed together with
the accompanying report of the auditor and one copy of
the mogt recent interim financid statements of the issuer
thet have been filed, if any, for any period after the end of
its most recently completed financia yeer,

one copy of the information circular of the issuer n
repect of its most recent annual meeting of shareholders
thet involved the eection of directors or one copy of any
amud filing prepared instead of that information circular,
as appropriate, and

one copy of any other documents that are incorporated
by rferece into the preliminary short form prospectus or
the short form prospectus and are not required to ke
provided under clauses (i), (ii) or (iii); or

at any other time, one copy of any documents referred to n
dausss()(i), (i) and (iii), provided that the issuer may require the
paymat o areasonable charge if the request is made by a person
or company who is not a securityholder of the issuer.

Include a datement to the effect that additiona information including
directors and officers remuneration and indebtedness, principa holders
of the issuer's securities, options to purchase securities and interests of
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indders in maerid transactions, if gpplicable, is contained in theissuer's
infommetion circular for its most recent annua meeting of shareholders that
involved the eection of directors, and that additiona financid information
is provided in the issuer's comparative financia statements for its most
recently completed financid year.
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SCHEDULE 1 TO FORM 44-101F1
MD&A

MD& A is supplemental analysis and explanation that accompanies,
but does not form part of, an issuer's financial statements. MD&A
provides management with the opportunity to discuss an issuer's
current financial results, position and future prospects. MD&A is
intended to give a reader the ability to look at the issuer through the
eyes of management by providing both a historical and prospective
analysis of the business of the issuer. MD&A requires that
management discuss the dynamics of the business and analyze the
financial statements. Coupled with the financial statements, this
information should enable readers to better assess the issuer's
performance, position and future prospects.

Focus the MD&A on material information about the financial
condition of the issuer, as well as its operations, with particular
emphasis on liquidity, capital resources and known material trends,
commitments, events, risks or uncertainties that are reasonably
expected to have a material effect on the issuer's business, financial
condition or results of operations.

In this Schedule, "capital resources’ means indebtedness, share
capital and any other financial arrangement, whether or not it is
reflected on the balance sheet of an issuer, that can reasonably be
considered to provide financial resources to the issuer.

Issuers are not required to disclose information described in this
Schedule if the information is not material.

If information required under this Schedule is disclosed in a note to
an issuer's financial statements, the issuer may comply with the
disclosure requirement by providing a cross-reference to the note in
which the information appears.
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Focus the MD&A on the primary financial statements, even if the
primary financial statements have been prepared using foreign
GAAP.

The nature of the disclosure required under this Schedule is
intentionally general. This Schedule contains a minimum of specific
indructionsin order to allow, as well as encourage, issuers to discuss
their businesses in the most appropriate manner and to tailor their
comments to their individual circumstances. Issuers should avoid
boilerplate.

[tem 1: General

D

INSTRUCTION

Provide an analyss of the issuer's financid condition, cash flows and
results of operations in the mogt recently completed financid year,
incduding a comparison againg the previoudy completed financia year.
Provide dl information necessary to understand the andyss ad
comparison. Include

@ an anadyss and comparison over a period longer than two
financia yearsif necessary to describe atrend;

(b) an analyss and comparison on the basis of each reportable
operating segment or other part of the business, aswell ason the
issuer as a whole, if necessary to understand the andysis and
comparison;

Inmeking the deter mination whether an analysis and comparison on
the basis of a reportable operating segment or other part of the
business is required, give consideration to whether any part of the
business has a disproportionate effect on revenues, profitability or
cash needs; whether there are any legal or other restrictions on the
free flow of funds from one part of the issuer's business to another;
and whether known trends, demands, commitments, events or
uncertainties within a part of the business are reasonably likely to
have a material effect on the business as a whole.
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(© factors internd to the issuer as well as external economic ad
indugtry factors affecting the issuer;

(d) an explanation of why changes have or have not occurred in the
financid condition and results of operations of the issuer;

Inproviding an explanation of causes affecting more than one item,
an overall analysisis sufficient.

(e the effect of discontinued operations, and
® magor changesin the direction of the business.

Issuersneed only include information that is reasonably available to
the issuer and that does not clearly appear in the issuer's financial
statements. Numerical data included in, or readily calculable from,
the financial statements need not be repeated in the analysis and
comparison. For example, if it is clear from the comparative
financial statements what the amount of increase or decrease in
revenues or the respective percentage change would be from the
prior year, it is not necessary to include this information in the
discussion since it isreadily calculable. Nonetheless, showing these
increases and decreases immediately before the discussion is often
useful to readers.

Desribe and quantify any events or items that have had a materia impact
on the issuer's financia condition, cash flows or results of operations
during the issuer's fourth quarter of its most recently completed financid
yeg, induding extraordinary or infrequently occurring items, year-end and
other adjustments and disposals of business segments.

Infrequently occurring items are those which do not have all of the
characteristics of extraordinary items, as that termis defined by the
Handbook, but result from transactions or events that are not
expected to occur frequently over several yearsor are not typical of
the issuer's normal business activities.
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Didose information on risks and uncertainties facing the issuer necessary
toundagand the issuer's financia condition, changes in financid condition
and results of operations.

Provide an andysis of the risks, events and uncertainties that could cause
reported financid information to not necessarily be indicative of future
operating results or of future financid pogtion. Include both quditative
and quantitative descriptions of factors that

@ coud have an effect on future operations or financia position and
have not had an effect in the past; and

(b) have had an effect on reported operations or financial pogition,
and are not expected to have an effect in the future.

Describe any changes in the accounting policies of the issuer adopted
subsequent to its most recent financid year end or any changes in its
accounting policies that are expected to be adopted by the issuer,
induding those resulting from a change in an accounting standard, or the
issuencedf arew accounting standard, that does not require adoption until
somefuuredate. Disclose the estimated effect on the financiad statements
d theimplementation of any changes in the accounting policies described.

If not dready disclosed in the issuer's financid statements, provide

@ adsousson of the nature and extent of the issuer's use of financia
instruments and the business purposes that they serve;

The discussion should be designed to enhance a reader's
under standing of the significance of recognized and unrecognized
financial instruments on the issuer's financial position, results and
cash flows. The information should also be designed to assist a
reader in assessing the amounts, timing, and certainty of future cash
flows associated with those instruments.

(b) an analyss of the risks associated with the issuer's financial
insruments;
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(© an anadyss of management's policies for controlling the risks
associated with the issuer's financid ingruments, including an
andysis of, if applicable, the issuer's policies for the hedging of
risk exposures, the avoidance of undue concentrations of risk and
any requirements for collateral to mitigate credit risks, and, if the
issuer has no policies for controlling the risks associated with the
isser's financid ingruments, a statement indicating that the issuer
does not have any such policies,

If the issuer is exposed to significant price, credit or liquidity risks,
consideration should be given to providing a sensitivity analysis or
tabular information that assists readers in assessing the degree of
exposure. For example, an analysis of the effect of a hypothetical
changeinthe prevailing level of interest or currency rates on the fair
value of financial instruments and future earnings and cash flows
may be useful in describing the issuer's exposure to price risk.

(d) adsaussion of the relationships between financid ingruments and
the components of individud financid instruments thet may affect
the amount, timing or certainty of cash flows;

For example, a discussion of the existence and terms of master
netting agreements and the relationship between liability and equity
components of convertible debt instruments would be appropriate.

(e disclosure of dgnificant accounting polides for financial
irgruments, including a description of how each class of financia
ingrument is reported in the financid statements, the policies for
recognition and measurement of financid insruments, and the
financid statement classification of gains and losses, and

® significant assumptions made in determining the fair vaue d
financd instruments, the total amount of the change in fair vaue
of finandd ingruments recognized in income for the period, and
the total amount of deferred or unrecognized gains and losses on
financid ingruments
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If & decision to proceed with atransaction has been made by an issuer's
board of directors, or by senior management with the expectation o
concurrence from the board of directors, and the transaction involves an
asset acquigtion or digposition or an acquistion or dispostion of a
business, whether structured as an asset or share transaction, discuss the
transection and its anticipated effect as part of MD&A. Disclosureis not
required if the issuer has made a confidentid filing under the continuous
disclosure provisons of securities legidation.

Quarterly Information

@

)

©)

Subject to paragraphs (2) and (3), for each of the eight most recently
completed quarters ending at the end of the most recently completed
financdd year, provide the information required in paragraphs 1, 2 and 3
of Item 5.1 of the AIF.

For an issuer that has not been a reporting issuer for the eight most
recently completed quarters ending at the end of the most recently
completed financid year, provide the information required in paragraphs
1, 2 and 3 of Item 5.1 of the AlF for the period that the issuer was not a
reporting issuer only if the issuer has prepared quarterly financial
statements for that period.

If the issuer isonly required to file sx month interim financid satements,
theinfamation required under paragraph (1) may instead be provided for
each of the four most recently completed six month periods ended at the
end of the most recently completed financia yesr.

Liquidity and Capital Resour ces

@

With respect to the issuer's liquidity,

@ discuss the ability of the issuer to generate adequate amounts of
cash and cash equivaents, in the short term and the long term,
when needed and to maintain capacity to provide for planned
growth;
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identify any known trends or expected fluctuations in the issuer's
liquidity, taking into account known demands, commitments,
events or uncertainties; if a deficiency is identified, indicate the
course of action that has been taken or is proposed to be taken
to remedy the deficiency;

describe those balance sheet conditions or income or cash flow
items that the issuer believes may be indicators of its liquidity;

describe generdly the requirements relating to working capitd;

Examples of the disclosure required under this paragraph include
gtuationswher e significant quantities of inventory are required to be
carried to meet rapid delivery requirements of customers or where
extended payment terms have been provided to customers or
furnished by suppliers.

(€

(®

disclose the nature and extent of legd or practical restrictions on
the ability of subsdiaries to transfer funds to the issuer and the
effect that these restrictions have had or are expected to have on
the ability of theissuer to meet its obligations, and

if the issuer isin arrears in the payment of dividends, interest or
principa payment on borrowings, disclose thisfact and provide
detalls; if the issuer isin default on any debt covenants or wasin
Odfault during the most recently completed financid year, disclose
information concerning the default and the method or anticipated
method of curing the default; if the issuer is unable to make
required redemptions or retractions or sinking fund payments,
disclose this information and provide details, and if the issuer
anticipates being, in the current financid year, in any of the
circumgtances described in this paragraph, disclose this
information and provide details.
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With respect to the issuer's capital resources,

@ deribe and quantify commitments for capita expenditures as of
thead of the most recently completed financia yeer, indicate the
gaead purpose of these commitments and the anticipated source
of funds needed to fulfil these commitments, and quantify
expenditures that are necessary but not yet committed to meet
plans discussed under MD&A or elsewherein the AIF,

(b) describe any known trends, favourable or unfavourable, in the
issuer's capita resources, indicating any expected changesin the
mix and relative cost of these resources; and

(© briefly discuss sources of financing that have been arranged but
not yet utilized.

Discussonsof liquidity and capital resources may be combined if this
facilitates the discussion.

Item 4: Results of Operations

D

2

INSTRUCTION

Describe any unusua or infrequent events or transactions and ay
dgnficant economic changes that in each case materialy affect income or
loss from continuing operations and the extent to which income or loss
from continuing operations is affected. Also disclose any other sgnificant
components of revenue or expense necessary to understand the results of
operations.

Desribeany krown trends or uncertainties that have had or that the issuer
reasonably expects will have a favourable or unfavourable effect on net
sales or revenues or income or loss from continuing operations. If the
issuer knows of factors that are expected to cause a change in the
rdationship between costs and revenues, disclose the expected changein
the relationship and the cause.

Examples of such events include known future changes in costs of
labour or materials or price changes or inventory adjustments.
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Provide a discussion of the extent to which any changes in net sdes or
revenues are attributable to changes in sdling prices, to changesin the
vdume or quantity of goods or services being sold, or to the introduction
of new products or services.

Discuss hriefly any effect of inflation and specific price changes on the
issuer's net sales and revenues and on income or loss from continuing
opardions For purposes of the discussion, no specific numerica financid
data need be presented.
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NATIONAL INSTRUMENT 44-101

SHORT FORM PROSPECTUSDISTRIBUTIONS

FORM 44-101F2
SHORT FORM PROSPECTUS

Theaobjective of the short form prospectusis to provide information
concerning the issuer that an investor needs in order to make an
informed investment decision. This Form sets out specific disclosure
requirementsthat are in addition to the general requirement under
securities legislation to provide full, true and plain disclosure of all
material facts relating to the securities to be distributed. Certain
rules of specific application impose prospectus disclosure obligations
in addition to those described in this Form.

Terms used and not defined in this Form that are defined o
interpreted in National Instrument 44-101 Short Form Prospectus
Distributions shall bear that definition or interpretation.

Unlessanitem specifically requires disclosure only in the preliminary
short form prospectus, the disclosure requirements set out in this
Form apply to both the preliminary short form prospectus and the
short form prospectus. Details concerning the price and other
matters dependent upon or relating to price, such as the number of
securities being distributed, may be left out of the preliminary short
form prospectus, along with specifics concerning the plan of
dstribution, to the extent that these matters have not been decided.

Any information required in a short form prospectus may be
incorporated by reference in the short form prospectus, other than
confidential material change reports. Clearly identify in a short form
progpectusany document incor porated by reference. |f an excerpt of
adocument is incorporated by reference, clearly identify the excerpt
in the short form prospectus by caption and paragraph of the
document. Any material incorporated by reference in a short form
prospectus is required under sections 8.1 and 8.2 of National
Instrument 44-101 to be filed with the short form prospectus unless
it has been previoudly filed.
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The disclosure must be understandable to readers and presented in
any easy to read format. The presentation information should
comply with the plain language principles listed in section 8.2 o
Companion Policy 44-101CP Short Form Prospectus Distributions.
The use of jargon should be avoided and all technical terms should
be defined.

No reference need be made to inapplicable items and, unless
otherwise required in this Form, negative answers to items may be
omitted.

Wherethetermissuer™ is used, it may be necessary, in order to meet
the requirement for full, true and plain disclosure of all material
facts, to also include disclosure with respect to the issuer's
subddiaries and investees. If itismore likely than not that a person
or companywill become a subsidiary or investee, it may be necessary
to also include disclosure with respect to the person or company.

An issuer that is a special purpose vehicle may have to modify the
disclosure items to reflect the special purpose nature of its business.

If disclosure isrequired as of a specific date and there has been a
material change or change that is otherwise significant in the
required information subsequent to that date, present the information
as of the date of the change or a date subsequent to the change
instead.

Iftheteem "class” is used in any item to describe securities, the term
includes a series of a class.

Cover Page Disclosure

Required Language - Statein italics at the top of the cover page the following:

"No securities regulatory authority has expressed an opinion about
these securities and it is an offence to claim otherwise.”
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12 Preiminary Short Form Prospectus Disclosure - Print inred ink on the left
hand side of the cover page the following, with the bracketed information
completed:

"A aopy of this preliminary short form prospectus has been filed with [the
securities regulatory  authority(ies) in each of/cetain of the
provinces/provinces and territories of Canada] but has not yet become
find for the purpose of a didribution. Information contained in this
prdiminary short form prospectus may not be complete and may have to
beamended. The securities may not be ditributed until a receipt for the
short form prospectus is obtaned from the securities regulatory

[authority(ies)]."
1.3 Basic Disclosure about the Distribution - State the following immediately
below the disclosure required under Items 1.1 and 1.2, with the bracketed
information compl eted:

[PRELIMINARY] SHORT FORM PROSPECTUS

[INITIAL PuBLIC OFFERING OR NEW ISSUE AND/OR SECONDARY OFFERING]
(Date)
Name of |ssuer

[number and type of securities quaified for distribution under the short form
prospectus, including any options or warrants, and the price per security]

INSTRUCTIONS

1) Thedesription of the number and type of securities being distributed
shall include the restricted share terms, if any, prescribed by
securities legidation.

2 If the offering priceisin a currency other than the Canadian dollar
or the U.S dollar, comply with the exchange rate disclosure
requirements of National Instrument 52-102 Use of Currencies, once
inforce Until National Instrument 52-102 isin force, issuers should



- 105 -

refer to National Policy No. 14 Acceptability of Currencies n
Material Filed with Securities Regulatory Authorities.

14 Digtribution

@

If the securities are being digtributed for cash, provide the information
cdled for below, in subgtantialy the following tabular form or in anote to
the table:

Proceedsto issuer
discounts or or sdling
commissions securityholders

(@) () ©

Priceto public Underwriting

Per security

Tota

)

©)

(4)

Q)

(6)

If there is an over-dlotment option, describe the terms of the option and
thefadt thet the short form prospectus qudifies both the grant of the option
and the issuance or transfer of securities that will be issued or transferred
if the option is exercised.

If the distribution of the securitiesisto be on a best efforts bag's, provide
totas for both the minimum and maximum subscriptions, if gpplicable.

If debt securities are distributed a a premium or adiscount, statein bold
type the effective yidd if hed to maturity.

Disclose separately those securities that are underwritten, those under
option and those to be sold on a best efforts basis and, in the case of a
best efforts digtribution, the latest date that the digtribution is to remain

open.

In column (b) of the table, disclose only commissions paid or payablein
cashby the issuer or selling securityholder and discounts granted.  Set out
in anoteto thetable



()

(8)

INSTRUCTIONS

15

D

2

- 106 -

@ commissions or other consideration paid or payable by persons
or companies other than the issuer or sdlling securityhol der;

(b) consderation other than discounts granted and cash paid @
payable by the issuer or sdlling securityholder, including warrants
and options; and

(© any finder'sfees or amilar required paymen.

If asecurity is being didtributed for the account of a sdling securityholder,
state the name of the sdling securityholder and a cross-reference to the
goplicable section in the short form prospectus where further informeation
about thesdlling securityholder is provided. State the portion of expenses
of tre digtribution to be borne by the selling securityholder and, if none of
the expenses of the didribution are being borne by the sdling
securityholder, incdlude a statement to that effect and discuss the reasons
why thisisthe case.

If the underwriter has been granted a compensation option, state whether
the short form prospectus qudifies the grant of al or pat of the
compensation option and provide a cross-reference to the applicable
section in the short form prospectus where further information about the
compensation option is provided.

Estimate amounts, if necessary. For non-fixed price distributions
that are being made on a best efforts basis, disclosure of the
information called for by the table may be set forth as a percentage
or a range of percentages and need not be set forth in tabular form.

If debt securities are being distributed, express the information as a
per centage.

Non-Fixed Price Digributions - If the securities are being distributed &
non-fixed prices, disclose

@ the discount allowed or commission payable to the underwriter;
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any other compensation payable to the underwriter and, if
goplicable, that the underwriter's compensation will be increased
or decressed by the amount by which the aggregate price paid for
the securities by the purchasers exceeds or is less than the gross
proceeds pad by the underwriter to the issuer or sdling
securityholder;

that the securities to be didributed under the short form
prospectus will be distributed, as applicable, at

(0] prices determined by reference to the prevailing price of
a specified security in a gpecified market,

(i) market prices prevailing a the time of sde, or
(i) prices to be negotiated with purchasers,

thet prices may vary as between purchasers and during the period
of digribution;

if theprice of the securities is to be determined by reference to the
prevailing price of a specified security in a specified market, the
price of the specified security in the specified market at the latest
practicable date;

if the price of the securities will be the market price prevailing at
the time of sale, the market price at the latest practicable date;
and

the net proceeds or, if the digtribution is to be made on a best
efforts bags, the minimum amount of net proceeds, if any, to be
received by the issuer or salling securityholder.

Reduced Price Distributions - If an issuer, underwriter or sdlling securityholder
wighesto be able to decrease the price at which securities are distributed for cash
framtheiniial offering price disclosed in the short form prospectus, includein bold
type a crossreference to the section in the short form prospectus where
disclosure concerning the possible price decrease is provided.



17

1.8

- 108 -

Market for Securities

D

2

©)

Identify the exchange(s) and quotation system(s), if any, on which
suities of the issuer of the same class as the securities being distributed
are traded or quoted and the market price of those securities as of the
latest practicable date.

Disclose any intention to stabilize the market and provide a cross-
reference to the section in the short form prospectus where further
information about market stabilization is provided.

If no market for the securities being digtributed under the short form
prospectus exigs or isto exist after the distribution, state the following in
bold type:

"Thereisno market through which these securitiesmay be
sold and purchasers may not be able to resall securities
purchased under the short form prospectus.”

Underwriter(s)

@
2

©)

State the name of each underwriter.
If applicable,

@ uriil Mutilateral Instrument 33-105 Underwriting Conflicts comes
into force, provide the disclosure required by Item 15 of
Appendix B of Nationd Policy Statement No. 47 Prompt
Offeing Qudification Sysem as that Nationd Policy read
immediately before it was revoked; and

(b) after Multilaterd Instrument 33-105 comes into force, comply
withtre requirements of Multilateral Instrument 33-105 for cover
page prospectus disclosure.

If an underwriter has agreed to purchase dl of the securities being
distributed at a specified price and the underwriter's obligations are
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subject to conditions, state the following, with the bracketed information
completed:

"We, as principas, conditionaly offer these securities, subject to
prior sde, if, as and when issued by [name of issuer] ad
acoepted by us in accordance with the conditions contained in the
underwriting agreement referred to under Plan of Didtribution.”

If an underwriter has agreed to purchase a specified number or principa
amount of the securities at a specified price, Sate that the securitiesare to
betaken up by the underwriter, if at dl, on or before a date not later than
42 days after the date of the receipt for the short form prospectus.

If there is no underwriter involved in the digtribution, provide a statement
in bold type to the effect that no underwriter has been involved in the
preparation of the short form prospectus or performed any review of the
contents of the short form prospectus.

International Issuers - If the issuer, a selling securityholder, a credit supporter
of the securities being distributed under the short form prospectus or a promoter
of the issuer isincorporated, continued or otherwise organized under the laws of
aforeign jurisdiction or resides outside of Canada, state that the following on the
cover page or under a separate heading elsewhere in the short form prospectus,
with the bracketed information completed:

"The [issuer, selling securityholder, credit supporter and/or promoter] is
incorporated, continued or otherwise organized under the laws of aforeign
jurisdiction or resides outsde of Canada.  Although [the issuer, sdling
sounityhol der, credit supporter and/or promoter] has appointed [name(s)
and address(es) of agent(s) for service] as its agent(s) for service o
processin [list jurisdictions] it may not be possible for investors to collect
from the issuer, sdlling securityholder, credit supporter or promoter,
judgments obtained in Canadian courts predicated on the civil lidbility
provisons of securities legidation.”
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Name of | ssuer

Namedf Issuer - State the full corporate name of the issuer or, if theissuer isan
unincorporated entity, the full name under which the entity exists and carrieson
business and the address(es) of the issuer's head and registered office.

Summary Description of Business

Summary of Description of Business - Provide a brief summary on a
consdlideted basis of the business carried on and intended to be carried on by the
iSsuer.

Consolidated Capitalization

Consolidated Capitalization - Describe any materid changein, and the effect
of the materid change on, the share and loan capitd of the issuer, on a
consolidated basis, since the date of the comparative financid statements for the
issuer's most recently completed financid year filed with the securities regulatory
authority.

Use of Proceeds

Proceeds - Statethe estimated net proceeds to be received by the issuer or selling
securityholder or, in the case of anon-fixed price digtribution or a distribution to
be made on a best efforts basis, the minimum amount, if any, of net proceeds to
be recaived by the issuer or sdling securityholder from the sde of the securities
digtributed. If the short form prospectus is used for a gpecia warrant or smilar
transaction, state the amount that has been received by the issuer of the specid
warrants or amilar securities on the sde of the specid warrants or Smilar
Securities.

Principal Purposes - Describe in reasonable detail and, if appropriate using
tebuar fam, each of the principa purposes, with approximate amounts, for which
the net proceeds will be used by the issuer.
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Plan of Digtribution

Disclosure of Market Out - If securities are distributed by an underwriter that
has agreed to purchase dl of the securities a a specified price and the
underwriter's obligations are subject to conditions, include a statement in
subgantidly the following form, with the bracketed information completed ad
with modifications necessary to reflect the terms of the digtribution:

"Under an agreement dated [insert date of agreement] between [insert
name of issuer or sdling securityholder] and [insert name(s) of
underwriter(s)], as underwriter[g], [insert name of issuer or sdling
souityhdda] has agreed to sl and the underwriter[] [has’have] agreed
to purchase on [insart closng date] the securities a a price of [insert
offering price], payable in cash to [insert name of issuer or sdling
securityholder] againg delivery. The obligations of the underwriter[s]
under theagreement may be terminated at [its'their] discretion on the basis
o [its'thair] assessment of the dtate of the financid markets and may dso
be terminated upon the occurrence of certain dtated events. The
udawritald [is/are], however, obligated to take up and pay for dl of the
securitiesif any of the securities are purchased under the agreement.”

Best Efforts Offering - Outline briefly the plan of digtribution of any securities
being distributed other than on the basis described in Item 6.1.

Deemination of Price - Disclose the method by which the distribution price has
been or will be determined and, if estimates have been provided, explain the
process for determining the estimates.

Ove-Allaments - If the issuer, asdlling securityholder or an underwriter knows
or has reason to believe that there is an intention to over-allot or that the price of
any ssounity may be stabilized to facilitate the distribution of the securities, disclose
thisinformation.

M inimum Distribution - If a minimum amount of funds is required under the
issue and the securities are to be distributed on a best efforts basis, Sate the
minimum amount required to be raised and the maximum that could be raised.
Also indicate that the digtribution will not continue for aperiod of more than 90
days after the date of the receipt for the short form prospectus if subscriptions
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representing the minimum amount of funds are not obtained within that period,
uless each of the persons and companies who subscribed within that period has
consented to the continuation.

Reduced Price Digtributions - If an issuer, underwriter or salling securityholder
wighesto be able to decrease the price at which securities are distributed for cash
fromthe initia public offering price disclosed in the short form prospectus and
thereafter change, from time to time, the price a which securities are distributed
uder the short form prospectus in accordance with the procedures permitted by
National Instrument 44-101, disclose that, after the underwriter has made a
reasonable effort to sdl dl of the securities & the initid public offering price
disclosed in the short form prospectus, the offering price may be decreased, and
futher changed from time to time, to an amount not greater than the initid offering
pricedsdosed in the short form progpectus and that the compensation redlized by
the underwriter will be decreased by the amount that the aggregate price paid by
purchasers for the securities is less than the gross proceeds paid by the
underwriter to the issuer or slling securityholder.

Listing Application - If application has been made to list or quote the securities
being digtributed, include a satement, in subgtantidly the following form, with
bracketed information completed:

"The issuer has gpplied to [list/quote] the securities distributed under this
short form prospectus on [name of exchange or other market].
[Listing/Quotation] will be subject to the issuer fulfilling dl the liging
requirements of [name of exchange or other market]."

Conditional Listing Approval - If gpplication has been made to list or quote the
securities being distributed and conditiona listing approva has been received,
include a datement in subgtantialy the following form, with the bracketed
information completed:

"[name of exchange or other market] has conditiondly approved the
[ligting/quotation] of these securities. [Listing/Quotation] is subject to the
[name of the issuer] fulfilling dl of the requirements of the [name d
exchange or market] on or before [date], [including digtribution of these
securities to a minimum number of public securityholders]”
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Earnings Coverage Ratios

Earnings Coverage Ratios

D

)

If the securities being distributed are debt securities having a term
maturity in excess of one year or are preferred shares, disclose the
fdloning earnings coverage ratios adjusted in accordance with paragraph

2

1.

Theearings coverage ratio based on the 12 month period ended
on the last day of the most recently completed period for which
audited annud financia statements of the issuer have been, or are
required to have been, filed with any Canadian securities
regulatory authority.

Theearings coverage ratio based on the 12 month period ended
on the last day of the most recently completed period for which
interim financid satements of the issuer have been, or are
required to have been, filed with any Canadian securities
regulatory authority, if the period is subsequent to the last day of
the mogt recently completed period for which audited annual
financid statements of the issuer have been, or are required to
havebem, filed with any Canadian securities regulatory authority.

Adjust theratios referred to in paragraph (1) to reflect

@

(b)

the issuance of the securities being distributed under the short
fam prospectus, based on the price a which these securities are
expected to be distributed;

in the case of adigtribution of preferred shares,

(0] dl preferred shares issued Since the date of the annual or
interim financid satements, and

(i) dl preferred shares repurchased, redeemed, or otherwise
retired snce the date of the annud or interim financial
statements and al preferred shares to be repurchased,
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redeemed, or otherwise retired from the proceeds to be
redized from the sde of securities under the short form

prospectus;

(© the issuance of dl long-term financid lighilities, as defined in the
Handbook;

(d) the repayment, redemption or other retirement of dl long-term
financid liabilities, as defined in the Handbook, since the date of
theamud ar interim financid satements and dl long-term financid
liabilities to be repaid or redeemed from the proceeds to ke
redizadfrom the sale of securities digtributed under the short form

prospectus, and

(e the servicing costs that were incurred, or are expected to ke
incurred, in relaion to the adjustments.

3 If the issuer is digtributing, or has outstanding, debt securities that are
accounted for, in whole or in part, as equity under Canadian GAAP,
disclosein notes to the ratios required under paragraph (1)

@ thet therati os have been calculated excluding the carrying charges
for those securities that have been reflected in equity in the
cdculation of the issuer'sinterest and dividend obligations;

(b) that if those securities had been accounted for in their entirety as
debt for the purpose of caculating the ratios required under
peragrgoh (1), the entire amount of the annua carrying charges for
those sacurities would have been reflected in the calculation of the
issuer's interest and dividend obligations; and

(© the earnings coverage ratios for the periods referred to n
paragraph (1), caculated as though those securities had been
accounted for as debt.®

This subsection is new and has been added to address compound instruments.
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Cash flow coverage may be disclosed but only as a
supplement to earnings coverage and only if the method of
calcuationis fully disclosed. Earnings coverage is calculated
by dividing an entity's earnings (the numerator) by itsinterest
and dividend obligations (the denominator).

For the earnings coverage calculation

(@)

(b)

(©

(d)

(€

the numerator should be calculated using
consolidated net income before interest and income
taxes;

imputed interest income from the proceeds of a
distribution should not be added to the numerator;

an issuer may also present, as supplementary
dsclosure, a coverage calculation based on earnings
before discontinued operations and extraordinary
items,

for distributions of debt securities, the appropriate
denominator is interest expense determined in
accordance with generally accepted accounting
principles, after giving effect to the new debt issue
and any retirement of obligations plus the amount of
interest that has been capitalized during the period,;

for distributions of preferred shares

0] the appropriate denominator is dividends
declared during the period, together with
undedared dividends on cumulative preferred
shares, after giving effect to the new
preferred share issue, plus the issuer's annual
interest requirements, including the amount of
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interest that has been capitalized during the
period, less any retirement obligations,

(i) the coverage calculation should gross up
dividends to a before-tax equivalent (the
"prior deduction method") using theissuer's
effective income tax rate (the rate that is
reconciled to the basic income tax ratein the
issuer'sfinancial statement notes), and

(i) the combined interest and dividend method
(the "combined method"), and not the prior
deduction method, should be used to calculate
earnings coverage; and

f for distributions of both debt securities and preferred
shares, the appropriate denominator is the same as
for a preferred share issue, except that the
denominator should also reflect the effect of the debt
being offered pursuant to the short form prospectus.

Theprior deduction method referred to in Instruction 2(e)(ii)
reflects the net coverage for preferred dividends after
medinginterest obligations and results in a higher ratio than
thecombined method. Asinvestors may falsely interpret the
higher ratio asindicating less risk, without appreciating the
fact that debtholders rank before preferred shareholders, the
combined method should be used, although disclosure of a
supplementary coverage ratio calculated using the prior
deduction method is permitted.

The denominator represents a pro forma calculation of the
aggregate of an issuer'sinterest obligations on all long-term
debt and dividend obligations (including both dividends
declared and undeclared dividends on cumulative preferred
shares) with respect to all outstanding preferred shares, as
adjusted to reflect
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the issuance of all long-term debt and, in addition in
the case of an issuance of preferred shares, all
preferred shares issued, since the date of the annual
or interim financial statements;

theissuance of the securities that are to be distributed
under the short form prospectus, based on a
reasonable estimate of the price at which these
securitieswill be distributed;

the repayment or redemption of all long-term debt
since the date of the annual or interim financial
statements, all long-term debt to be repaid or
redeemed from the proceeds to be realized fromthe
sleof saurities under the short form prospectus and,
in addition, in the case of an issuance of preferred
shares, all preferred sharesrepaid or redeemed since
thedate of the annual or interimfinancial statements
and all preferred shares to be repaid or redeemed
from the proceeds to be realized from the sale o
securities under the short form prospectus; and

the servicing costs that were incurred, or will ke
incurred, in relation to the above adjustments.

If meaningful in the circumstances, the earnings coverage
ratio must be calculated and disclosed based on a pro forma
income statement that is included in a short form
prospectus.®

For debt securities, disclosure of earnings coverage shall
include language similar to the following:

Thisinstruction has been revised to delete the part of the instruction that provided if paragraph 3 of

Item12.1 required the inclusion of interim financial statementsin the short form prospectus, earnings
coverage had to be calculated based on the updated financial statements.
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"The Company's interest requirements, after giving
effect to the issue of [the debt securities to ke
distributed under the short form prospectus|,
amounted to $! for the 12 months ended . The
Company's earnings before interest and income tax
for the 12 months then ended was $!, which is !
times the Company's interest requirements for this
period."

For preferred share issues, disclosure of earnings coverage
shall include language similar to the following:

"The Company's dividend requirements on all of its
preferred shares, after giving effect to the issue of
[thepreferred sharesto be distributed under the short
form prospectus|, and adjusted to a before-tax
equivalent using an effective income tax rate of 1%,
amounted to $! for the 12 months ended . The
Company's interest requirements for the 12 months
then ended amounted to $1. The Company's earnings
before interest and income tax for the 12 months
ended ! was $!, which is ! times the Company's
aggregate dividend and interest requirements for this
period.”

If the issuer is a wholly-owned subsidiary of a credit
upporter, has no operations or only minimal operations, that
are independent of the credit supporter and is an entity that
functions essentially as a special purpose vehicle, disclose the
earnings coverage of the credit supporter. If thisdisclosure
is included, the earnings coverage of the issuer may not be
meterial and, if not material, may be omitted. If theissuer is
a wholly-owned subsidiary of the credit supporter but has
mor e than minimal operations that are independent of the
credit supporter, or if the issuer is not a wholly-owned
subsidiary of the credit supporter, the earnings coverage of
both the credit supporter and the issuer shall be disclosed.
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If the earnings coverage is less than one-to-one, disclose this
fact in bold-face on the cover page of the short form
prospectus. While the actual coverage ratio should not be
disclosed in these circumstances, the dollar amount of the
coverage deficiency (i.e., the dollar amount of earnings
required to attain aratio of one-to-one) should be disclosed
in the body of the short form prospectus.

Other earnings coverage calculations may be included as
supplementary disclosure to the required earnings coverage
calculations outlined above as long as their derivation is
disdosed and they are not given greater prominence than the
required earnings coverage calculations.

Description of Securities Being Distributed

Shares - If shares are being distributed, state the description or the designation
of the class of the shares and describe all materid attributes and characteritics,

induding
@
(b)
(©
(d)
(€
®

(©)
)

dividend rights;

voting rights,

rights upon dissolution or winding up;
pre-emptiverights,

converson or exchange rights;

redemption, retraction, purchase for cancellation or surrender
provisons,

snking or purchase fund provisons, and

provisions permitting or redricting the issuance of additional
securities and any other materia redtrictions.
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8.2 Debt Securities - If debt securities are being distributed, describe al material
attributes and characterigtics of the indebtedness and the security, if any, for the
debt including

@ provisonsfor interest rate, maturity and premium, if any;

(b) converson or exchange rights;

(© redemption, retraction, purchase for cancellation or surrender
provisons,

(d) snking or purchase fund provisons,

(e the nature and priority of any security for the debt securities,
hidly identifying the principa properties subject to lien or charge;

® provisions permitting or redricting the issuance of additional
securities, the incurring of additiona indebtedness and other
metaid negative covenants including restrictions againgt payment
of dividends and redtrictions againgt giving security on the assets
o the issuer or its subgdiaries and provisions as to the release or
subgtitution of assets securing the debt securities;

()} the name of the trustee under any indenture relating to the debt
securities and the nature of any materid relationship between the
trustee or any of its affiliates and the issuer or any of its affiliates;
ad

(h any financid arrangements between the issuer and any of its
dfilictes or among its affiliates that could affect the security for the
indebtedness.

8.3 Asset-backed Securities - If asset-backed securities are being distributed,
describe

@ the materid attributes and characteristics of the asset-backed

Securities, indluding
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the rate of interet or stipulated yield and any premium,

the date for repayment of principd or return of capita
ard any circumstances in which payments of principa or
capital may be made before such date, including any
redemption or pre-payment obligations or privileges of
theisser and any events that may trigger early liquidation
or amortization of the underlying pool of financid assts,

provisons for the accumulation of cash flowsto provide
for the repayment of principal or return of capita,

provisons permitting or redricting the issuance of
additiond securities and any other materid negative
covenants applicable to the issuer,

the nature, order and priority of the entitlements of
holders of asset-backed securities and any other entitled
persons or companies to receive cash flows generated
from the underlying poal of financid assets, and

any events, covenants, standards or preconditions that
aredependant or based on the economic performance of
theundatying pool of financia assets and that may impact
anthetiming or amount of payments or distributions to be
made under the asset-backed securities,

information on the underlying pool of financid assets, for the
period from the dete as & which the following informetion was
presented in the issuer's current AlF to adate not more than 90
days before the date of the issuance of a recapt for the
preliminary short form prospectus, relating to

0]
(i)

the composition of the pool as of the end of the period,

income and losses from the pool for the period, on &
least a quarterly basis, and
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(i)  thepaymat, prepayment and collection experience of the
pool for the period on at least a quarterly basis,

Present the information required under paragraph (b) in a manner
that will enable a reader to easily determine if, and the extent to
which, the events, covenants, standards and preconditions referred
to in clause (a)(vi) have occurred, are being satisfied or may ke
satisfied.

If the information required under paragraph (b) is not compiled
goedifically on the underlying pool of financial assets, but is compiled
onalarger pool of the same assets from which the securitized assets
are randomly selected such that the performance of the larger pool
isrgaresentative of the performance of the pool of securitized assets,
then an issuer may comply with paragraph (b) by providing the
information required based on the larger pool and disclosing that it
has done so.

(© the type or types of the financid assets, the manner in which the
financid assets originated or will originate and, if goplicable, the
mechanism and terms of the agreement governing the transfer of
the financiad assets comprising the underlying poal to or through
theissuer, including the consideration paid for the financid asts,

(d) any person or company who

(0] originated, sold or deposited a materid portion of the
financia assets comprising the poal, or has agreed to do
SO,

(it acts, or has agreed to act, as atrustee, custodian, bailee
or agent of the issuer or any holder of the asset-backed
securities, or in asmilar capacity,

(i)  administers or services a materid portion of the financia
assets comprising the pool or provides adminigtrative or
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maregerial services to the issuer, or has agreed to do so,
on aconditiona basis or otherwise, if

(A)  finding areplacement provider of the services at
a cost comparable to the cost of the current
provider is not reasonably likdly,

(B)  areplacement provider of the servicesislikdy to
achieve maeidly worse results than the current
provider,

(C)  the current provider of the servicesis likey to
default in its service obligations because of its
current financia condition, or

(D)  thedisclosureis otherwise materid,

(iv)  provides a guarantee, dternative credit support or other
credit enhancement to support the obligations of the
issuer under the asset-backed securities or the
performance of some or al of the financid assetsin the
pool, or has agreed to do so, or

V) lendsto the issuer in order to facilitate the timely payment
o repayment of amounts payable under the asset-backed
securities, or has agreed to do so;

the genera business activities and materia respongbilities under
theasst-backed securities of a person or company referred to in
paragraph (d);

the terms of any materia relationships between

® any o the persons or companies referred to in paragraph
(d) or any of their respective affiliates, and

(i) the issuer;
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any provisons relating to termination of services or responsbilities
of any of the persons or companies referred to in paragraph (d)
and the terms on which a replacement may be appointed; and

any risk factors associated with the asset-backed securities,
induding disclosure of materid risks associated with changesin
ingrest rates or prepayment levels, and any circumstances where
payments on the asset-backed securities could be impaired o
dsupted as aresult of any reasonably foreseeable event that may
delay, divert or disrupt the cash flows dedicated to service the
asset-backed securities.

INSTRUCTION Isuersare required to summarize contractual arrangementsin plain
language and may not merely restate the text of the contracts
referred to. The use of diagrams to illustrate the roles of, and the
relationship among, the persons and companies referred to n
paragraph (d) and the contractual arrangements underlying the
asset-backed securitiesis encouraged.

8.4 Specified Derivatives - If specified derivatives are being distributed, describe
fuly tremeterid attributes and characteristics of the specified derivatives, including

@

(b)
(©
(d)
(€
()
(©)

the calculation of the vaue or payment obligations under the
derivatives,

the exercise of the derivatives,

the settlement of exercises of the derivatives,

the underlying interest of the derivetives,

the role of a caculation expert in connection with the derivetives,
the role of any credit supporter of the derivatives, and

the risk factors associated with the derivatives.
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Other Securities - If securities other than shares, debt securities, asset-backed
ssourities or specified derivetives are being distributed, describe fully the materia
atributes and characteristics of those securities.

Madification of Terms - Describe provisons as to modification, amendment or
variation of any rights or other terms attached to the securities being distributed.
If thenghts of holders of securities may be modified otherwise than in accordance
with the provisions attached to the securities or the provisons of the governing
datute relating to the securities, explain briefly.

Ratings- If one or more ratings, including provisond ratings, have been received
fromonear more approved rating organizations for the securities being distributed
and the rating or ratings continue in effect, disclose

@ each security rating, including a provisond rating, received from
an gpproved rating organization;

(b) the name of each approved rating organization that has assigned
ardting for the securities to be distributed,

(© addintion or description of the category in which each approved
rating organization rated the securities to be digtributed and the
relaive rank of each rating within the organization's overal
classfication sysem;

(d) an explanaion of what the rating addresses and what attributes,
if any, of the securities to be distributed are not addressed by the

rating;

(e any factors or considerations identified by the approved rating
organizetion as giving rise to unusud risks associated with the
securities to be distributed;

® adaement that a security rating is not a recommendation to buy,
sell or hold securities and may be subject to revison or
withdrawa at any time by the rating organization; and
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(9 any announcement made by, or any proposed announcement
known to the issuer to be made by, an approved rating
aganization that the organization is reviewing or intends to revise
or withdraw a rating previoudy assgned and required to ke
disclosed under this paragraph.

Selling Securityholder

Selling Securityholder - If any of the securities being distributed are to ke
digtributed for the account of a securityholder, state the following:

1

2.

The name of the securityholder.

The number or amount of securities owned by the securityholder of the
class being distributed.

The number or amount of securities of the class being digtributed for the
account of the securityholder.

Therumba or amount of securities of theissuer of any class to be owned
by thesscunityhol der after the distribution, and the percentage that number
or amount represents of the total outstanding.

Whether the securities referred to in paragraph 2, 3 or 4 are owned both
of record and beneficidly, of record only, or beneficidly only.

The date or dates the securityholder acquired the securities.

If thesaourityhol der in the 12 months preceding the date of the preliminary
short form prospectus acquired any securities of the same class as the
surities being digtributed, the cost to the securityholder in the aggregate
and on a per security basis.



62

[tem 10:

10.1

Item 11:

111

- 127 -

Resour ce Property

Resour ce Property - If amaterial part of the proceeds of adistribution isto be
expended on a particular resource property and if the current AIF does not
contain the disclosure required under Item 4.3 or 4.4, as appropriate, of Form
44-101F1 for the property or that disclosure is inadequate or incorrect due to
dhages, disclose the information required under Item 4.3 or 4.4, as appropriate.

Acquisitions and Dispositions

Acquisitions and Dispositions

(1) Disdose

@

(b)

any acquisition completed by the issuer or probable acquisition
proposed by theissuer, for which financid statement disclosureis
required under Parts 4 or 5 of the Nationd Instrument; and

ay sgnificant disposition completed by the issuer during the most
recently completed financid year or the current financia year or
any significant probable disposition proposed by the issuer.®?

2 Include particulars of

@

(b)
(©

(d)

theneture of the assets acquired or disposed of or to be acquired
or disposed of;

the actud or proposed date of each acquisition or disposition;

thecongdaation, both monetary and non-monetary, paid or to be
paid to or by the issuer;

any materid obligations that must be complied with to keep any
acquisition or digposition agreement in good standing;

See sections 1.1 through 1.6 of National Instrument 44-101 for definitions and interpretation of
"significant" acquisitions and dispositions as well as " probable" acquisitions and dispositions.
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theimpect of the acquisition or digpogition on the operating results
and financid pogtion of the issuer;

ay vauation opinion obtained within the last 12 months required
under Canadian securities legidation or Canadian securities
directions of a Canadian securities regulatory authority or a
requirement of a Canadian stock exchange to support the value
of the consideration received or paid by the issuer or any of its
subgdiaries for the assats, including the name of the author, the
detedf the opinion, the assets to which the opinion relates and the
value attributed to the assats; and

whether the transaction isa arm's-length and, if not, the identity
o the other parties and the relationship of the other partiesto the
iSsuer.

Include the financia statements required under Part 4 of National
Instrument 44-101.

Documents I ncor por ated by Reference

Mandatory Incorporation by Reference

@

In addition to any other document that an issuer may choose to
incorporate by reference, specificaly incorporate by reference in the short
fam prospectus, by means of a statement in the short form prospectus to
that effect, the documents set forth below:

1

2.

Theissuer's current AlF, if it has one.

Material change reports, except confidentid materid change
reports, filed after the commencement of the issuer's current
financid year.

The comparative interim financia statements for the issuer's most
recently completed financid period for which the issuer prepares
interim financid statements that have been
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@ filed,
(b) approved by the board of directors of the issuer; or

(© released to the public, as a whole or as sdected
information from those satements.®

4, The comparative financid datements, together with the
acoonpanying report of the auditor, for the issuer's most recently
completed financid year for which annud financid Satements
have been

@ filed,
(b) approved by the board of directors of the issuer; or

(© released to the public, as a whole or as sdected
information from those statements.

5. Except as provided in Item 12.5, information circulars or, if the
issuer is not required under securities legidation to prepare
information circulars, annud filings that, in each case, have been
filed&fter the commencement of the issuer's current financid year.

Paragraph 3 requiresissuers to include interim financial statements
for only the most recently completed three, six or nine month period.
(See definition of "interim period” in National Instrument 44-101.)
Issuers that choose to incorporate additional interim financial
statements are reminded that paragraph 8.2(1)(a) of National
Instrument 44-101 requires a comfort letter from an auditor to be
filed, commenting on any unaudited financial statement included in
the short form prospectus.

In the statement incorporating the documents listed in paragraph (1) by
reference in a short form prospectus, darify that the documents are not
incorporated by reference to the extent their contents are modified or

Thereferenceto selected information isnew. It parallelsthe standard in Rule 41-501.
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superseded by a statement contained in the short form prospectus or in
any other subsequently filed document that is dso incorporated by
reference in the short form prospectus.

INSTRUCTION Anymaterial incorporated by reference in a short form prospectus is

12.2

12.3

124

required under sections 8.1 and 8.2 of National Instrument 44-101 to
befiled with the short form prospectus unlessit has been previously
filed.

Mandatory Incorporation by Reference of Future Documents - State that
the following documents, if filed by the issuer after the date of the short form
prospectus and before the termination of the distribution, are deemed to ke
incorporated by reference in the short form prospectus:

1 Material change reports, except confidentid materid change
reports.

2. Compardive interim financia satements.

3. Comparative financid statements for the issuer's most recently
completed financid year, together with the accompanying report
of the auditor.

4, Except as provided in Item 12.5, information circulars or, if the
issuer is not required under securities legidation to prepare
information circulars, annud filings

Exception for Guaranteed Securities - Despite Items 12.1 and 12.2,
paragraphs 3 and 4 of Item 12.1 do not apply to an issuer to which paragraph 1
or 2 of Item 13.1 gpplies.

Required Language - State the fallowing, with thefirst sentencein bold type
and the bracketed information completed:

"Information has been incorporated by referencein this prospectus from
documents filed with securities commissions or similar authorities n
Canada. Copies of the documents incorporated herein by reference may be
obtained on request without charge from the secretary of the issuer a [insert
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complete address and telephone number]. [Insert if the offering is made n
Quebec - "For the purpose of the Province of Quebec, this smplified prospectus
contains information to be completed by consulting the permanent information
record. A copy of the permanent information record may be obtained from the
soretary of the issuer at the above-mentioned address and telephone number]."

Exception for Certain Filings

(1)  An issuer is not required to incorporate by reference in a short form
prospectus the disclosure required under securities legidation in an
informetion circular or annud filing of

@ the repricing downward of options or freestanding stock
gopreciation rights,

(b) the compostion of the compensation committee of the board of
directors of an issuer and its report on executive compensation;
and

(© a graph comparing the yearly percentage change in the issuer's
cumulative total shareholder return on publicly traded securities
withthe cumulative tota return of a broad equity market index or
apublished industry or line-of-business index or other issuers.

(20  An issuer is not required to incorporate by reference in a short form
prospectus disclosure in an informetion circular of an issuer's corporate
governance practices, if that disclosure is in the information circular in
order to comply with disclosure requirements of an exchange or other
market on which the issuer's securities trade.

Lid of Material Change Reports - List the materid change reportsfiled by the
issue Sncethe commencement of the issuer's current financia year. In each case,
provide the date of filing and a brief description of the materid change.
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| ssues of Guaranteed Securities

| ssuer Disclosure

D

)

If acredit upporter has provided a guarantee or dternative credit support
to the issuer for dl or subgtantialy dl of the payments to be made under
thesecurities to be digtributed, provide the following disclosure about the

issuer:

1.

If the issuer isawholly owned subsidiary of the credit supporter,
hesno operations or only minimal operations that are independent
of thecredit supporter and is an entity that functions essentidly as
agpadd purpose division of the credit supporter, a statement that
the financid results of the issuer are included in the consolidated
financia results of the credit supporter.

If the issuer isawholly owned subsidiary of the credit supporter
but has more than minima operations that are independent of the
aedit 9pporter, asummary of financid information reating to the
issuer's operaions in a note to the most recent audited annual
financid statements of the credit supporter included in the short

form prospectus.

If the issuer is not a wholly owned subsidiary of the credit
upporter, afull narrative description of the business of the issuer.

If paragraph 3 of paragraph (1) appliesto an issuer and the issuer does
not have a current AlF that is incorporated by reference into the short
form prospectus, include the required description either

@
(b)

directly, or
by incorporating by reference

(0] if the issuer is a reporting issuer and has an annual
information form that has been prepared in compliance
with and filed under Canadian securities legidation of a
jurisdiction and would be a current AlF if that annual
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infometionform had been filed under Nationd Instrument
44-101, theissuer's annua information form and dl other
documents required to be incorporated by referencein a
short form prospectus under Item 12, or

(i) if clause (i) is not gpplicable and the issuer has a class of
securities registered under section 12(b) or 12(g) of the
1934 Adt aris required to file reports under section 15(d)
o the1934 Act, the issuer's latest annual report on Form
10-K or Form 20-F filed with the SEC under the 1934
Ad or any other document that would be required to be
incorporated by reference in a Form S-3 or Form F-3
registration statement filed under the 1933 Act if the
issuer were registering on Form S-3 or Form F-3 the
securities distributed under the short form prospectus.®

INSTRUCTION For purposes of Item 13.1, an issuer is considered to be a wholly
owned subsdiary of the credit supporter, if the credit supporter owns
voting securities representing 96 percent or more of the votes
attached to the outstanding voting securities of the issuer.

13.2 Credit Supporter Disclosure - If acredit supporter has provided a guarantee
or dternative credit support for dl or subgtantidly al of the payments to be made
under the securities being distributed, include statements by the credit supporter
providing disclosure about the credit supporter by complying with the following:

1. If the credit supporter is a reporting issuer and has a current AIF or an
annud information form that has been prepared in compliance with and
filed under Canadian securities legidation of ajurisdiction and would be
acurat AlFif that annua information form had been filed under Nationd
Instrument 44-101, incorporating by reference into the short form
prospectus the credit supporter's annud information form and al other
doouments that would be required to be incorporated by reference under
Item 12 if the credit supporter were the issuer of the securities.

o4 "SEC" is defined in National Instrument 14-101 Definitions as "the Securities and Exchange
Commission of the United States of America".
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2. If paragraph 1 is not applicable and the credit supporter has a class of
securities registered under section 12(b) or 12(g) of the 1934 Act or is
requiredto file reports under section 15(d) of the 1934 Act, incorporating
by reference into the short form prospectus al documents that would be
required to be incorporated by reference in a Form S-3 or Form F-3
regdration statement filed under the 1933 Act if the securities distributed
under the short form prospectus were being registered on Form S-3 or
Form F-3.

3. If neither paragraph 1 nor paragraph 2 applies to the credit supporter,
providing directly in the short form prospectus the same disclosure that
would becortained in the short form prospectus through the incorporation
by reference of the documents referred to in Item 12.1 if the credit
supparter were the issuer of the securities and those documents had been
prepared by the credit supporter.

4, Rovidngsudh other information about the credit supporter asis necessary

toprovidefull, true and plain disclosure of al materid facts concerning the
Securities to be distributed.

INSTRUCTION Documentsinoor por ated by reference are required under sections 8.1

Item 14:

141

and 8.2 of National Instrument 44-101 to be filed with the short form
prospectus unless they have been previoudly filed.

Relationship between Issuer or Selling Securityholder and Underwriter

Relationship between Issuer or Sdling Securityholder and Underwriter -
If theissuer or salling securityholder is a connected issuer of an underwriter of the
digtribution, or if the issuer or sdling securityholder is dso an underwriter,

@ uriil Mutilateral Instrument 33-105 Underwriting Conflicts comes
into force, provide the disclosure required by Item 15 of
Appendix B of Nationd Policy Statement No. 47 Prompt
Offeing Qudification Sysem as that Nationd Policy read
immediately before it was revoked; and
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(b) after Multilateral Instrument 33-105 comes into force, comply
with the requirements of that Multilatera Instrument.

Interest of Experts

Interest of Experts

D

)

©)

(4)

Didosed direct or indirect interests in the property of the issuer or of an
associated party or affiliate of the issuer received or to be received by a
person or company whose professon or business gives authority to a
gatement made by the person or company and who is named in a short
form prospectus or a document specifically incorporated by referencein
a short form prospectus as having prepared or certified a part of that
dooumat or areport or valuation described in a short form prospectus or
in a document specificaly incorporated by reference into a short form
prospectus.

Disclose the beneficid ownership, direct or indirect, by a person o
compary referred to in paragraph (1) of any securities of the issuer or any
associated party or affiliate of the issuer.

For the purposes of paragraph (2), if ownership is less than one percent,
agenerd gatement to that effect shdl be sufficient.

If a person, or a director, officer or employee of a person or company,
referred to in paragraph (1) is or is expected to be eected, appointed or
employed as a director, officer or employee of the issuer or of any
asciated party or affiliate of the issuer, disclose the fact or expectation.

Promoters

Promoters

@

For a person or company that is, or has been within the two years
immediately preceding the date of the preliminary short form prospectus,
apromoter of the issuer or of asubsidiary of the issuer Sate
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the person or company's name;

thenumber ad percentage of each class of voting securities of the
issuer or any of its subsdiaries beneficidly owned, directly a
indirectly, or over which control is exercised by the person or
company,

the nature and amount of anything of vaue, induding money,
property, contracts, options or rights of any kind recelved or to
be received by the promoter or a subsidiary of the promoter,
directly or indirectly, from the issuer or from asubsdiary of the
isse, and the nature and amount of any assets, services or other
condderation therefor received or to be received by the issuer or
asubsdiary of the issuer; and

for an asset acquired within the two years before the date of the
prdiminary short form prospectus or thereafter, or to be acquired,
by the issuer or by asubsidiary of the issuer from a promoter or
asubsidiary of a promoter

(0] the consideration paid or to be paid for the asset and the
method by which the consideration has been or will be
determined,

(it theperson or company making the determination referred
to in subparagraph (i) and the person or company's
rdationship with the issuer, the promoter, or an affiliate of
the issuer or of the promoter, and

(i)  thedate that the asset was acquired by the promoter and
the cost of the asset to the promoter.

If a promoter or past promoter referred to in paragraph (1) has been a
director, officer or promoter of any person or company during the 10
years ending on the date of the preliminary short form prospectus that

@

wasthe subject of a cease trade or similar order, or an order that
denied the person or company access to any exemptions under
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Canadian securities legidation, for a period of more than D
consecutive days, state the fact and describe the basis on which
the order was made and whether the order is till in effect; or

(b) became bankrupt, made a proposa under any legidation relating
to bankruptcy or insolvency or been subject to or ingtituted any
proceedings, arrangement or compromise with creditors or had
a receiver, receiver manager or trustee gppointed to hold its
assets, sate the fact.

Describe the pendlties or sanctions imposed and the grounds on which
they were imposed or the terms of the settlement agreement and the
araunstances that gave rise to the settlement agreement, if a promoter or
past promoter referred to in paragraph (1) has

@ been subject to any pendties or sanctions imposed by a court
relating to Canadian securities legidation or by a Canadian
securities regulatory authority or has entered into a settlement
agreement with a Canadian securities regulatory authority; or

(b) been subject to any other pendties or sanctions imposed by a
court or regulatory body that would be likely to be considered
important to a reasonable investor in making an investmert
decison.

Degpiteparagraph (3), no disclosure is required of a settlement agreement
atered into before the date Nationa Instrument 44-101 came into force
wunessthed sclosure would likely be considered important to a reasonable
investor in making an investment decision.

If apromater or past promoter referred to in paragraph (1) has, within the
10yearsbefare the date of the preliminary short form prospectus, become
benkrut, made a proposal under any legidation relating to bankruptcy or
insolvency, or was subject to or indtituted any proceedings, arrangement
or compromise with creditors, or had a receiver, receiver manager or
trustee appointed to hold the assets of the promoter, state the fact.
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Other Material Facts

Other Materid Facts - Give particulars of any materid facts about the securities
being digtributed that are not disclosed under the preceding items or in the
documents incorporated by reference into the short form prospectus and are
necessary in order for the short form prospectus to contain full, true and plain
disclosure of dl materid facts relaing to the securities to be distributed.

Statutory Rights of Withdrawal and Rescission

General - Indude a gatement in subgtantialy the following form, with the
bracketed information completed:

"Securities legidation in [certain of the provinces [and territories] d
Canadalthe Province of [insart name of locd jurisdiction, if gpplicable]]
provides purchasers with the right to withdraw from an agreement ©
purchesesecurities. Thisright may be exercised within two business days
dta receipt or deemed receipt of a prospectus and any amendment. [In
several of the provinces/provinces and territories] [T/tlhe securities
legdation further provides a purchaser with remedies for rescisson [or [,
in some jurisdictions]] damages) if the prospectus and any amendment
contansamsrepresentation or is not delivered to the purchaser, provided
that the remedies for rescisson [or damages] are exercised by the
purches within the time limit prescribed by the securities legidation of the
purchaser's province [or territory]. The purchaser should refer to any
applicable provisons of the securities legidation of the purchasar's
province [or territory] for the particulars of these rights or consult with a
legd adviser.”

Non-fixed Price Offerings - In the case of anon-fixed price offering, replace,
if applicable in the jurisdiction in which the short form prospectus is filed, the
second sentence in the legend in Item 18.1 with a Statement in subgtantialy the
fallowing form:

"Thisrigt may only be exercised within two business days after receipt or
deemed receipt of a prospectus and any amendment, irrespective of the



[tem 19:

191

Item 20:

20.1

- 139 -

determination a a later date of the purchase price of the securities
digtributed.”

Reconciliation to Canadian GAAP

Reconciliation to Canadian GAAP - If financia Statements prepared in
accordance with foreign GAAP are included in the short form prospectus and a
reconciliation to Canadian GAAP has not been incorporated by reference in the
short form prospectus, include the reconciliation to Canadian GAAP required
under paragraph (b) of subsection 6.1(2) of the Nationa Instrument.

Certificates

Officers, Directorsand Promoters - Include a certificate in the following form
sgned by

€) the chief executive officer and the chief financid officer or, if no
such officers have been appointed, a person acting on behaf of
the issuer in a capacity Smilar to a chief executive officer and a
personading on behdf of theissuer in a capacity Smilar to that of
achief financid officer;

(b) onbdndf o the board of directors of the issuer, any two directors
of the issuer duly authorized to sign, other than the persons
referred to in paragraph (a), and

(© any person or company who is a promoter of the issuer:

"This short form prospectus, together
with the documents incorporated herein
by reference, condtitutes full, true ad
plan disclosure of dl maerid facts
relating to the securities offered by this
prospectus as required by the securities
laws of [insert name of each jurisdiction
in which qudified]. [Insat if offering
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made in Quebec - "For the purpose of
the Province of Quebec, this smplified
prospectus, as supplemented by the
permanent information record, contains
no migrepresentation that is likdy to
dfetthe vaue or the market price of the
securities to be distributed."]"

- If there is an underwriter, include a certificate in the following

fomsgned by the underwriter or underwriters who, with respect to the securities
being didributed, are in a contractud relationship with the issuer or sdling

securityholders:

"To the best of our knowledge, information and belief, this short
form progpactus, together with the documents incorporated herein
by reference, conditutes full, true and plain disclosure of all
materid facts relaing to the securities offered by this prospectus
as required by the securities laws of [insart name of each
juigdction in which qudified]. [Insert if offering made in Quebec
- "For the purpose of the Province of Quebec, to our knowledge,
this smplified prospectus, as supplemented by the permanernt
information record, contains no misrepresentation that islikely to
affect the vadue or the market price of the securities to ke
digtributed."T"

20.3 Credit Supporters - If disclosure concerning a credit supporter is prescribed by
Item 13.2 and the credit supporter is an effiliate of the issuer, include a certificate
of the credit supporter in the form required in Item 20.1 signed by

@

(b)

the chief executive officer and the chief finandd officer or, if no
such officers have been appointed, a person acting on behaf of
the credit supporter in a capacity amilar to a chief executive
officer and a person acting on behdf of the credit supporter in a
cgpacity milar to that of achief financid officer; and

on behdf of the board of directors of the credit supporter, any
twodredtors of the credit supporter duly authorized to sign, other
than the persons referred to in paragraph (a).
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Amendments

D

)

Indude in an amendment to a short form prospectus that does not restate
thedhart form prospectus the certificates required under Items 20.1, 20.2
ard, if gpplicable, Item 20.3 with the reference in each certificate to "this
short form prospectus’ omitted and replaced by "the short form
prospectus dated [insert date] as amended by this amendment”.

Indudein an amended and restated short form prospectus the certificates
required under Items 20.1, 20.2 and, if applicable, Item 20.3 with the
reference in each certificate to "this short form progpectus' omitted and
replaced by "this amended and restated short form prospectus’.
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NATIONAL INSTRUMENT 44-101
SHORT FORM PROSPECTUSDISTRIBUTIONS
APPENDIX A
AUTHORIZATION OF
INDIRECT COLLECTION OF PERSONAL INFORMATION

The attached Schedule 1 contains information concerning the name, position with or relationship to issuer, name and
address of employer, if other than the issuer, residential address, date and place of birth and citizenship of each
director, executive officer, promoter, if any, and each director and executive officer of the promoter, if any, of the
issuer named below (the "Issuer") as required by securities legislation, unless previously delivered to the regulator.
The Issuer hereby confirms that each person or company listed on Schedule 1

@

(b)

Date:

has been notified by the I ssuer

0

(i)

(iii)

(iv)

of the Issuer's delivery to the regulator of the information pertaining to the person or company as
set out in Schedule 1,

that such information is being collected indirectly by the regulator under the authority granted to it
in securities legislation,

that such information is being collected for the purpose of enabling the regulator to dischargeits
obligations under the provisions of securities|egislation that, among other things, require or
permit the regulator to refuse to issue areceipt for a prospectusif it appears to the regulator that
the past conduct of management or promoters of the issuer affords reasonable grounds for belief
that the business of theissuer will not be conducted with integrity and in the best interests of its
securityholders, and

of thetitle, business address and business tel ephone number of the public official in the local
jurisdiction as set out in the attached Schedule 2, who can answer questions about the regulator's
indirect collection of the information; and

has authorized the indirect collection of the information by the regulator.

Name of | ssuer

Per:

Name

Official Capacity

(Please print the name of the
individual whose signature
appearsin the official capacity)



Schedule 1 Personal Information
to Appendix A Authorization of Indirect
Collection of Personal Information

[Name of I ssuer]

Name and Position withor Name and Address of Employer,
Relationship to | ssuer if other than | ssuer Residential Address Date and Place of Birth Citizenship




Schedule 2 Public Official
to Appendix A Authorization of Indirect
Collection of Personal Information

L ocal Jurisdiction Public Official

Alberta Executive Director
Alberta Securities Commission
Suite 400

300 - 5th Avenue SW.
Calgary, Alberta T2P 3C4
Telephone: (403) 297-4228

British Columbia Supervisor, Registration
British Columbia Securities Commission
Suite 200
865 Hornby Street
Vancouver, British Columbia V6Z 2H4
Telephone: (604) 899-5692
Toll Free within British Columbia: (800) 373-6393

Manitoba Director
Manitoba Securities Commission
Consumer and Corporate Affairs
Adminstration
1034 - 405 Broadway
Winnipeg, Manitoba R3C 3L6
Telephone: (204) 945-2653

New Brunswick Administrator
Department of Justice
Securities Branch
Harbour Building, 133 Prince William Street
Suite 606, P.O. Box 5001
Saint John, New Brunswick E2L 4Y9
Telephone: (506) 658-3060

Newfoundland Director of Securities
Department of Government Services and Lands
P.O. Box 8700
West Block, 2nd Floor, Confederation Building
St. John's, Newfoundland A1B 4J6
Telephone: (709) 729-4189

Northwest Territories [1]
Government of the Northwest Territories
Securities Registries
Department of Justice
P.O. Box 1320,
Y dlowknife, Northwest Territories X1A 2L9



Nova Scotia

Nunavut

Ontario

Prince Edward Island

Quebec

Saskatchewan

Y ukon

Deputy Director, Compliance and Enforcement
Nova Scotia Securities Commission

P.O. Box 458

Halifax, Nova Scotia B3J 2P8

Telephone: (902)424-5354

(]

Nunavut Legal Registries

Government of Nunavut

BAG 9500

Y dlowknife, Northwest Territories X1A 2R3

(]

Ontario Securities Commission
18th Floor, 20 Queen Street West
Toronto, Ontario M5H 2S8
[(416) 593-1]

Deputy Registrar, Securities Division

Shaw Building

95 Rochford Street, P.O. Box 2000, 4th Floor
Charlottetown, Prince Edward Island C1A 7N8
Telephone: (902) 368-4550

Secretary and Director

Lega Department

Commission d'accés al'information
Québec City (Head Office)

575, rue St-Amable

Bureau 1.10

Québec, Québec G1R 2G4
Telephone: (418) 528-7741

Tall Freein Québec: (888) 628-7741

Director

Saskatchewan Securities Commission
800-1920 Broad Street

Regina, Saskatchewan S4P 3V7
Telephone: (306) 787-5842

Registrar of Securities

Department of Justice

Andrew A. Philipsen Law Centre

2130 - 2nd Avenue, 3rd Floor
Whitehorse, Y ukon Territory Y 1A 5H6
Telephone: (867) 667-5005



NATIONAL INSTRUMENT 44-101
SHORT FORM PROSPECTUSDISTRIBUTIONS
APPENDIX B
ISSUER FORM OF SUBMISSION TO
JURISDICTION AND APPOINTMENT OF
AGENT FOR SERVICE OF PROCESS

Name of issuer (the "Issuer):

Jurisdiction of incorporation, or equivaent, of ssuer:

Address of principd place of business of Issuer:

Description of securities (the " Securities’):

Date of the short form prospectus (the " Short Form Prospectus') under which the
Securities are offered:

Name of agent for service of process (the "Agent"):

Address for service of process of Agent in Canada (the address may be anywherein
Canada):

The Issuer designates and appoints the Agent at the address of the Agent stated above
asits agent upon whom may be served any notice, pleading, subpoena, summons or
other processin any action, investigation or administretive, crimind, quasi-crimind,
pend or other proceeding (the "Proceeding) arising out of, relating to or concerning the
distribution of the Securities made or purported to be made under the Short Form
Prospectus or the obligations of the Issuer as areporting issuer, and irrevocably waives
any right to raise as adefence in any such Proceeding any dleged lack of jurisdiction to
bring such Proceeding.

The Issuer irrevocably and unconditionaly submits to the non-exclusive jurisdiction of



10.

11.

12.
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@ thejudicid, quas-judicid and adminigtrative tribunas of each of the provinces
[and territories] of Canadain which the securities are distributed under the Short
Form Prospectus, and

(b) any adminidrative proceeding in any such province [or territory],

in any Proceeding arising out of or related to or concerning the distribution of the
Securities made or purported to be made under the Short Form Prospectus or the
obligations of the issuer as areporting issuer.

Until Six years after it has ceased to be areporting issuer in any Canadian province or
territory, the Issuer shdl file anew submission to jurisdiction and gppointment of agent
for service of processin thisform at least 30 days before termination of this submission
to jurisdiction and appointment of agent for service of process.

Until six years fter it has ceased to be areporting issuer in any Canadian province or
territory, the Issuer shdl file an amended submisson to jurisdiction and gppointment of
agent for service of process a least 30 days before any change in the name or above
address of the Agent.

This submission to jurisdiction and appointment of agent for service of process shdl be
governed by and construed in accordance with the laws of [insert province or territory
of above address of Agent].

Dated:

Signature of Issuer

Print name and title of 9gning
officer of Issuer



-3-

AGENT

The undersigned accepts the appointment as agent for service of process of [insert
name of 1ssuer] under the terms and conditions of the appointment of agent for service
of process stated above.

Dated:

Sgnature of Agent

Print name of person signing and, if Agent isnot an
individud, the title of the person
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NATIONAL INSTRUMENT 44-101
SHORT FORM PROSPECTUSDISTRIBUTIONS
APPENDIX C
NON-ISSUER FORM OF SUBMISSION TO
JURISDICTION AND APPOINTMENT OF
AGENT FOR SERVICE OF PROCESS

Name of issuer (the "Issuer):

Jurisdiction of incorporation, or equivaent, of ssuer:

Address of principd place of business of Issuer:

Description of securities (the " Securities’):

Date of the short form prospectus (the "Short Form Prospectus') under which the
Securities are offered:

Name of person filing this form (the "Filing Person”):

Filing Person's relationship to |ssuer:

Juigidion of incorporation, or equivaent, of Filing Person, if applicable, or jurisdiction of
residence of Filing Person:

Address of principd place of business of Filing Person:

Name of agent for service of process (the "Agent™):
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Address for service of process of Agent in Canada (which address may be anywherein
Canada):

The Filing Person designates and appoints the Agent at the address of the Agent stated
above asits agent upon whom may be served any notice, pleading, subpoena, summons
or other process in any action, investigation or adminigtrative, crimind, quas-crimind, pend
or other proceeding (the "Proceeding™) arisng out of, relaing to or concerning the
digtribution of the Securities made or purported to be made under the Short Form
Progpectus, and irrevocably waives any right to raise as a defence in any such Proceeding
any dleged lack of jurisdiction to bring the Proceeding.

TheHing Person irrevocably and unconditionaly submits to the non-exclusive jurisdiction
of

@ thejudad, quasi-judicid and adminigrative tribunas of each of the provinces[and
tamtories] of Canadain which the securities are distributed under the Short Form
Prospectus; and

(b) any adminidrative proceeding in any such province [or territory],

inany Proceeding arising out of or related to or concerning the distribution of the Securities
made or purported to be made under the Short Form Prospectus.

Until Six years after completion of the distribution of the Securities made under the Short
Form Prospectus, the Filing Person shdl file a new submisson to jurisdiction ad
gppainmat of agent for service of processin thisform at least 30 days before termination
of this submission to jurisdiction and gppointment of agent for service of process.

Until six years after completion of the distribution of the Securities under the Short Form
Prospectus, the Filing Person shdl file an amended submisson to jurisdiction ad
gppointment of agent for service of process a least 30 days before a change in the name
or above address of the Agent.

This submission to jurisdiction and appointment of agent for service of process shdl be
governed by and congtrued in accordance with the laws of [insert province or territory of
above address of Agent].



Dated:

Signature of Filing Person

Print name of person sgning and, if the Fling Person isnot an
individua, the title of the person

AGENT

The undersigned accepts the gppointment as agent for service of process of [insert name
d Hling Person] under the terms and conditions of the gppointment of agent for service of
process stated above.

Dated:

Signature of Agent

Print name of person sgning and, if the Agent is not an
individua, the title of the person
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1.2

COMPANION POLICY 44-101CP
TO NATIONAL INSTRUMENT 44-101
SHORT FORM PROSPECTUSDISTRIBUTIONS

INTRODUCTION AND DEFINITIONS

Introduction and Purpose - Nationa Instrument 44-101 replaces National
Rdicy Satement No. 47 Prompt Offering Qudification System ("NP47") and sets
aut the subgtantive test for an issuer to qudify to file a prospectusin the form of a
short form prospectus. The purpose of Nationa Instrument 44-101 is the same
asNP47's. to shorten the time period in which, and streamline the procedures by
which, qudified issuers and their salling securityholders can obtain access to the
Canadian capitd markets through a prospectus offering.

British Columbia, Alberta, Ontario, Manitoba and Nova Scotia have adopted
Nationdl Indrument 44-101 by way of rule. Saskatchewan has adopted it by way
of regulation. Quebec has adopted it by way of policy. All other jurisdictions
have adopted Nationa Instrument 44-101 by way of related blanket ruling or
order. Each jurisdiction implements Nationa Instrument 44-101 by one or more
ingruments forming pat of the law of that jurisdiction (referred to as the
"implementing law of the jurisdiction™). Depending on the jurisdiction, the
impementing law of the jurisdiction can take the form of regulation, rule, ruling or
order.

This Companion Policy to Nationd Instrument 44-101 (also referred to as "this
Rdicy") provides information relating to the manner in which the provisions of the
N ationd Instrument are intended to be interpreted or applied by the Canadian
suitiesregulatory authorities, as well asthe exercise of discretion under Nationa
Indrumant44-101. Terms used and not defined in the Companion Policy thet are
odinedor interpreted in the Nationd Instrument or a definition instrument in force
in the jurisdiction should be read in accordance with the Nationa Instrument or
definition instrument, unless the context otherwise requires.

To the extent that any provison of this Policy isinconsstent or conflicts with the
glicbleprovisons of Nationa Instrument 44-101 in those jurisdictions that have
adopted National Instrument 44-101 by way of related blanket ruling or order, the
provisonsaf Naiond Instrument 44-101 prevail over the provisions of this Policy.

Interrdationship With Local Securities L egidation - Nationd Instrument 44-
101, while being the primary insrument regulating short form prospectus
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ddributions, is not exhaugtive. Issuers are reminded to refer to the implementing
law of the jurisdiction and other securities legidation of the locd jurisdiction for
additional requirements that may be gpplicable to the issuer's short form
prospectus distribution.

Interreationship with MRRS - Nationd Policy 43-201 Mutua Reliance
Review System for Progpectuses and AlFs describes the practical application of
themutual reliance review system relating to the filing and review of prospectuses,
indudngmutua fund and shelf prospectuses, amendments to prospectuses, annua
iformation forms and related materids. While use of MRRS is optiond, MRRS
represents the only means by which an issuer can enjoy the benefits of co-
ordinated review by the Canadian securities regulatory authoritiesin the various
jurigdictions in which the issuer has filed a short form prospectus or an AlF.
Under the MRRS, one Canadian securities regulatory authority or regulator as
defined in Nationa Instrument 14-101 Definitions, as gpplicable, acts as the
principa regulator for dl materids relating to afiler.

Theprovidars of this Policy relating to clearance of a short form prospectus apply
anyto filingsin asingle jurisdiction and filings for which the issuer has not eected
to use MRRS.

Interrelationship with Selective Review - The Canadian securities regulatory
authorities in Ontario, British Columbia and Alberta have adopted a system of
sdective review of certain documents, including initid AlFs, renewd AlFs, short
form prospectuses and amendments to short form prospectuses. Under the
sel ective review system, these documents are subject to an initial screening to
determine whether they will be reviewed and, if reviewed, whether they will be
et to afull review, an issue oriented review or an issuer review. Application
of the selective review system, taken together with MRRS, may result in certain
intid AlFs renewa AlFs, short form prospectuses and amendments to short form
prospectuses not being reviewed.

Interrelationship With Shelf Distributions (National I nstrument 44-102) -
Isuersqudified under National Instrument 44-101 to file a progpectus in the form
of ashat form prospectus and their securityholders can distribute securities under
a short form progpectus using the shelf distribution procedures under National
Instrument 44-102 Shelf Didributions. The Companion Policy to National
Ingrument 44-102 Shelf Digtributions explains that the digtribution of securities
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ude theddf system is governed by the requirements and procedures of Nationa
Indrumart 44-101 and securities legidation, except as supplemented or varied by
Nationd Indrument 44-102. Therefore, issuers qualified to file a progpectusin the
form of a short form prospectus and sdling securityholders of those issuers that
wishto distribute securities under the shelf system should have regard to Nationa
Indrument 44-101 and this Policy firgt, and then refer to Nationa Instrument 44-
102 and the accompanying policy for any additiona requirements.

Interrelationship With PREP Procedures (National Instrument 44-103) -
Nationd Instrument 44-103 Post-Receipt Pricing contains the post receipt pricing
procedures (the "PREP procedures’). All issuers and sdlling securityholders can
use the PREP procedures of Nationa Instrument 44-103 to distribute securities.
Issuers and sdling securityholders that wish to distribute securities under a
prospectus in the form of a short form prospectus using the PREP procedures
should have regard to Nationa Instrument 44-101 and this Policy first, and then
refer to Nationd Ingtrument 44-103 and the accompanying policy for any
additiona requirements.

Definitions

(1)  Approved rating - Cash settled derivatives are covenant-based
instruments that may be rated on a smilar basis to debt securities. In
addition to the creditworthiness of the issuer, other factors such as the
continued subsistence of the underlying interest or the volatility of the
price vdue or leve of the underlying interest may be reflected in the rating
andyss for cash settled derivatives. These additional factors may ke
deribed by arating agency by way of a superscript or other notation to
arding. Theincluson of such notations for covenant-based insruments
thet atherwise fal within one of the categories of an approved rating does
nat detract from the rating being considered to be an approved rating for
the purposes of Nationa Instrument 44-101.

A rdingagacy may aso redrict its rating to securities of an issuer that are
denominated in locd currency. This restriction may be denoted, for
example, by the desgnation "LC". Theincluson of such adesignationin
a rating that would otherwise fdl within one of the categories of an
approved rating does not detract from the rating being considered to be
an approved rating for the purposes of Nationa Instrument 44-101.



)
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Asset-backed security - The definition of "asset-backed security” is
virtually identical to the definition adopted in the October, 1992
amendments to Form S3 of the 1933 Act, permitting issuers of
“investment grade” asset-backed securities access to the U.S. short-form
regisiration statement and related procedures.

The ddfinition is desgned to be flexible to accommodate future
devdopmanisin asset-backed securities. For example, it does not include
alig of "digible" assetsthat can be securitized. Ingtead, the definition is
broed, refaring to "receivables or other financid assats' that by their terms
convat into cash within afinite time period. These would include, anong
ahe things, notes, leases, instalment contracts and interest rate swaps, as
well as other financid assets, such as loans, credit card receivables,
accounts receivable and franchise or servicing arrangements. The
referenceto"and any rights or other assats..." in the definition is sufficiently
broad to include "ancillary” or "incidenta" assets, such as guarantees,
letters of credit, financia insurance or other instruments provided as a
credit enhancement for the securities of the issuer or which support the
uditying assats in the pool, as well as cash arising upon collection of the
underlying assets that may be reinvested in short-term debt obligations.

Theterm, a"discrete pool” of assets, can refer to a single group of assets
as a"poal" or to multiple groups of assets as a "pool”. For example, a
group or pool of credit card receivables and a pool of mortgage
receivables can, together, conditute a "discrete pool” of assets. The
rfarence to a "discrete pool” of assetsis qudified by the phrase "fixed or
revolving' to claify tha the definition covers "revolving" credit
arangamats such as credit card and short-term trade receivables, where
bal ances owing revolve due to periodic payments and write-offs.

While typically apool of securitized assetswill consst of financial assets
owed by more than one obligor, the definition does not currently include
a limit on the percentage of the pool of securitized assets that can be
represented by one or more financia assets owing by the same or related
obligors (sometimes referred to as an "asset concentration test”).

Principal Obligor - Theterm "principa obligor” is defined to mean, for
anasset-backed security, a person or company that is obligated to make
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payments, has guaranteed payments, or has provided aternative credit
suppart for payments, on financia assets that represent a third or more of
the aggregate amount owing on al of the financid assets underlying the
asset-backed security. This term applies to a person or company thet is
obligated by the terms of the asset, eg. areceivable, to make payments.
It does not include a person or company acting as "servicer" that collects
payments from an obligor and remits paymentsto theissuer. Nor does
the term include a sdler, ie. a person or company that has sold the
finenad assdts comprising the pool to theissuer. Sdlers of financid assets
have assigned to the issuer the right to receive payments on the financiad
asHs they are not the ones contractually obligated to make payments on
the financial assts.

Probable Acquisition of a Business and Probable Acquistion o
Related Business - See section 4.3.

Regulator- The regulator for each jurisdiction islisted in Appendix D to
Natiord Instrument 14-101 Definitions. In practice, that person has often
delegated his or her powersto act under National Instrument 44-101 to
anothe staff member of the same Canadian securities regulatory authority
o, under the relevant statutory framework, another person is permitted to
exadethose powers. Generdly, the person exercising the powers of the
regator for the purposes of Nationd Instrument 44-101 holds, as of the
date of this Palicy, the following position in each jurisdiction:

Jurigdiction Position
Alberta Director, Capita Markets
British Columbia Director, Corporate Finance (except for

goplications for exemptions from Part 2
o Naiona Instrument 44-101, for which
the regulator isthe Director, Exemptions

and Orders)
Manitoba Director, Corporate Finance
New Brunswick Adminigrator of Securities
Newfoundland Director of Securities
Northwest Territories Deputy Regidirar of Securities

Nova Scotia Director of Securities



Nunavut Regigirar of Securities

Ontario Manager, Corporate Finance

Prince Edward Idand Registrar of Securities

Quebec Commission des vaeurs mobilieres du
Québec

Saskatchewan Deputy Director, Corporate Finance

(except for gpplications for exemptions

from Part 2 of Nationa Instrument 44-

101, for which the regulator is the

Saskatchewan Securities Commission)
Y ukon Territory Regigirar of Securities

Further deegation may teke place among Staff or under securities
legidation.

(6) Successor | ssuer - The definition of "successor issuer requires that the
issuer exist "as a result of a reorganization”. In the case of an
amdgamation, the amalgamated corporation is regarded by the Canadian
securities regulatory authorities as exiding "as a result of" the
ardgaretion. Also, if acorporation is incorporated for the sole purpose
of facilitating a reorganization, the Canadian securities regulatory
authorities regard the new corporation as "exiding as a result of a
reorganization” despite the fact that the corporation may have been
incorporated before the reorganization. The definition of *successor
issa™ dso contains an exclusion gpplicable to divedtitures. For example,
an issuer may carry out areorganization that resultsin the didtribution to
securityholders of a portion of its business or the transfer of a portion of
its business to another issuer. In that case, the entity that carries on the
potionof the business that was " spun-off" is not a successor issuer within
the meaning of the definition.

PART 2 QUALIFICATION TO FILE A PROSPECTUSIN THE FORM OF A
SHORT FORM PROSPECTUS

2.1 Basic Qualification Criteria



D
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Reporting Issuersin Local Jurisdiction that have been Reporting
Issuers for 12 Months in a Jurisdiction other than the Local
Jurisdiction (Clause 1(a)(ii) of section 2.2 of National Instrument
44-101) - Clause 1(a)(ii) of section 2.2 of Nationd Instrument 44-101
provides that a reporting issuer in the locd jurisdiction thet is, and has
beenfar the 12 cdendar months preceding the date of the filing of its most
recent AlF, areporting issuer under Canadian securitieslegidation in a
lesst onejurisdiction, other than the local jurisdiction, satisfies the reporting
iser aitaion for being qudified to file a progpectus in the form of a short
form progpectus if it has filed in the locd jurisdiction dl continuous
disclosure documents that it was required to file during the 12 calendar
months preceding the date of the filing of its most recent AIF under the
Canadian securities legidation of any jurisdiction in which it has been a
reporting issuer. An issuer that has dready filed with the Canadian
securities regulatory authority of the locd jurisdiction some or dl of the
continuous disclosure documents contemplated in this clause is not
required to file those documents again.

| ssuers not Reporting Issuersin Local Jurisdiction that are and
havebeen Reporting Issuersfor 12 Monthsin a Jurisdiction other
than the Local Jurisdiction (Subparagraph 1(b) of section 2.2 of
National Instrument 44-101) - Subparagraph 1(b) of section 2.2 of
Nationa Instrument 44-101 provides that an issuer that is not areporting
issuer in the locd jurisdiction may be quaified to file a prospectusin the
form of a short form prospectus if theissuer is, and has been for the 12
cdendar months preceding the date of the filing of its most recent AlF, a
reporting issuer under Canadian securities legidation in a least one
jurisdiction, other than the loca jurisdiction, and if (i) the securities
regulatory authority is unable to deem the issuer to be, or designate the
issEr as, areporting issuer, (i) the issuer hasfiled in the local jurisdiction
all continuous disclosure documents thet it was required to file during the
12 cdendar months preceding the date of the filing of its most recent AlF
unde' the Canadian securities legidation of any jurisdiction in which it has
bem areporting issuer, and (iii) the issuer has provided an undertaking to
the securities regulatory authority thet it will file dl continuous disclosure
documents that it would be required to file under securities legidation if it
were a reporting issuer from the time of the filing of its most recent AIF
until the issuer becomes a reporting issuer. As of the coming into force
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date of this Policy, only the provinces of Alberta, British Columbia,
Quebec, Nova Scotia and Saskatchewan have the statutory power to
deem an issuer to be, or to designate an issuer as, areporting issuer.

Alternative Eligibility Criteria: Issuers that have not been Reporting
Issuers for 12 Monthsin any Jurisdiction (Sections 2.3, 2.5, 2.6, 2.7, and
2.8 of National Instrument 44-101) - Issuers that have not been reporting
issuers for 12 months in any jurisdiction may nonethdess be qudified to file a
prospectusin the form of a short form praspectus under the following dternative
qudification criteriaof Nationd Instrument 44-101.

1. Section 2.3, which appliesto issuers with a public float of $300,000,000
or more,

2. Section 2.5, which gpplies to issuers of non-convertible debt securities,
non-convertible preferred shares or cash settled derivatives, if another
person or company that sdisfies prescribed criteria fully ad
unconditiondly guarantees or provides dternative credit support for the
payments to be made by the issuer of the securities as stipulated in the
terms of the securities or in an agreement governing the rights of holders
of the securities.

3. Section 2.6, which gpplies to issuers of convertible debt securities o
convatible preferred shares, if the securities are convertible into securities
of a credit supporter that satisfies prescribed criteria and fully and
unconditiondly guarantees or provides dternative credit support for the
payments to be made by the issuer of the securities as stipulated in the
terms of the securities or in an agreement governing the rights of holders
of the securities.

4. Section 2.7, which applies to issuers of asset-backed securities.

5. Settion 2.8, which applies to successor issuers following reorganizations.
Under sections 2.5, 2.6 and 2.7 of National Instrument 44-101, an issuer is not
required to be a reporting issuer in any jurisdiction in order to qudify to file a

progpecius in the form of a short form prospectus. Under section 2.8 of Nationa
Ingrument 44-101, a successor issuer must be areporting issuer in at least one
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jurigdiction. However, it is not necessary for it to have been one for 12 months,
asthesuccessor issuer may rely on the reporting history of one of the participants
in the reorganization. Paragraph 1 of section 2.3 requires the issuer to be a
reporting issuer or, if theissuer is not areporting issuer in the locd jurisdiction, it
must be a reporting issuer under Canadian securities legidation in a jurisdiction
other than the locd jurisdiction, and satisfy the criterion in subparagraph 5 of
paragraph 1(b) of section 2.2 of National Instrument 44-101.

Calculation of the Aggregate Market Value of an Issuer's Equity
Securities (Section 2.9 of National I nstrument 44-101)

@

Section 2.9 of Nationd Instrument 44-101 sets out how to determine
whether an issuer satisfies the market value criteria contained in Part 2 of
Nationd Irstrument 44-101. Subsection 2.9(2) requires certain securities
to be excluded when cdculaing the tota number of equity securities
outstanding, and subsection 2.9(3) requires a subset of those excluded
securities to be included nonetheless, despite subsection 2.9(2). The
following examples are provided to assst issuers and their advisers in
determining which securities are to be excluded in accordance with
subsections 2.9(2) and (3):

Example (1):

A portfolio manager manages a pensgon fund. The penson fund holds
11% of the equity securities of the issuer.

Result: These equity securities must be excluded in cdculating the market
vaue of the issuer's equity securities.

Example (2):

A portfolio manager (not an effiliate of the issuer) manages three mutua
funds each of which holds 3% of the equity securities of theissuer. An
dfiliged the portfolio manager (not an affiliate of the issuer) manages two
muiLd funds each of which holds 3% of the equity securities of the issuer.

Result: The aggregated equity securities (15%) do not have to ke
excluded in caculating the market value of the issuer's equity securities.
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Example (3):

Thefacts are the same as in Example (2) above, except that the portfolio
manager is an filiate of the issuer.

Result: The aggregated equity securities must be excluded in caculaing
the market value of the issuer's equity securities.

Example (4):

A portfolio manager (not an &ffiliate of the issuer) manages three
non-redeemable investment funds (A, B and C). A holds 12% of the
equity securities of the issuer. B and C each hold 6% of the equity
securities of the issuer.

Result: The equity securities of theissuer held by A must be excluded in
cdculating the market value of the issuer's equity securities but the equity
securities held by B and C (12% in the aggregate) need not be excluded
in caculating the market vaue of the issuer's equity securities.

Ingament receipts that evidence the beneficia ownership of outstanding
equity seunities (subject to an encumbrance to secure the obligation of the
ingament receipt holder to pay future ingaments) and other samilar
recdptsthet evidence beneficid ownership of outstanding equity securities
aenot, themselves, equity securities. Consequently, the market vaue of
such a receipt may not be included in the market vaue caculaion of an
issuer'soudtanding equity securities (Subject to the exception in paragraph
2.9(1)(b) of the Nationa Instrument). The market vaue of the equity
sunities evidenced by the receipt, may however, be included, subject to
subsections 2.9(2) and 2.9(3) of National Instrument 44-101.

Theexdusons set out in subsection 2.9(2) of Nationd Instrument 44-101
refer to equity securities of an issuer that are beneficiadly owned, or over
which control or direction is exercised by persons or companies that,
alone or together with their respective affiliates and associated parties,
bendiddly own or exercise control or direction over more than 10
percent of the outstanding equity securities of the issuer. Insament
recdpt transactions typicaly involve a custodian holding a security interest
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in the securities the beneficid ownership of which is evidenced by
ingalment receipts. The Canadian securities regulatory authorities do not
regard the custodian, by virtue of holding a security interest, as exercisng
"control or direction” over the securities for the purposes of subsection
2.9(2) of Nationd Instrument 44-101 if the custodian is not entitled to
exercise any voting rights attached to the securities or dispose of the
securities without the beneficia owner's consent.

Alternative Qualification Criteria for Substantial I1ssuers (Section 2.3 of
National Instrument 44-101) - Subparagraph 1(b) of section 2.3 of National
Indrumart 44-101 requires substantia issuers, that are not reporting issuersin the
local jurisdiction, to be reporting issuers under Canadian securities legidationina
jurigdiction, other than the locd jurisdiction, and to satisfy the criterion in
subparaggoh 5 of paragraph 1(b) of section 2.2. That criterion requires the i ssuer
tohaveprovided an undertaking to the securities regulatory authority thet it will file
al continuous disclosure documents that it would be required to file under
securities legidation if it were a reporting issuer from the time of the filing of its
most recent AIF until the issuer becomes areporting issuer.

Alternative Qualification Criteria for Issuers of Guaranteed Dett
Securities, Preferred Sharesand Cash Settled Derivatives (Sections 2.5
and 2.6 of National Instrument 44-101) - Sections 2.5 and 2.6 of National
Ingrument 44-101 allow an issuer to qudify to file a progpectusin the form of a
short form prospectus based on a full and unconditiona guarantee or dterative
aaditsupport. The Canadian securities regulatory authorities are of the view that
a person or company that provides the full and unconditiona guarantee o
dternative credit support is not, Smply by providing that guarantee or dterndtive
credit support, issuing a security.

AlternativeQualification Criteria for Asset-Backed Securities (Section 2.7
of National Instrument 44-101)

1) In order to be qudlified to file a progpectus in the form of a short form
prospectus under section 2.7 of Nationa Instrument 44-101, an issuer
must have been established in connection with a distribution of asset-
backed securities. Ordinarily, asset-backed securities are issued by
special purpose issuers established for the sole purpose of purchasing
finandd assets with the proceeds of one or more distributions of these
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securities. Thisensuresthat the credit and performance attributes of the
asset-backed securities are dependant on the underlying financia assets,
rether than upon concerns relating to ancillary business activities and their
attendant risks. Quadlification to file a progpectus in the form of a short
form prospectus under this section has been limited to specid purpose
issuers to avoid the possihility that an otherwise indigible issuer would
structure securities faling within the definition of "asset-backed security”.

2 Trequification criteria for a distribution of asset-backed securities under
a prospectus in the form of a short form prospectus are intended ©
provide sufficient flexibility to accommodeate future developments. To
quelify under section 2.7 of National Instrument 44-101, the securitiesto
be distributed mugt satisfy the following two criteria:

1. First, the payment obligations on the securities must be serviced
pimerily by the cash flows of apool of discrete liquidating assets
auch as accounts receivable, instalment sales contracts, leases or
other assetsthat by their terms convert into cash within a specified
or determinable period of time.

2. Second, the securities mugt (i) receive an gpproved rating on a
provisiond bass, (i) not have been the subject of an
announcement regarding a downgrade to a rating that is not an
approved rating, and (iii) not have received a provisiond or fina
rating lower than an approved rating from any approved rating
organization.

The gudification criteria do not distinguish between pass-through (i.e,
equity) and pay-through (i.e, debt) asset-backed securities.
Consequently, both pay-through and pass-through securities, aswell as
resdua or subordinate interests, may be distributed under a prospectus
inthe form of a short form prospectusiif al other applicable requirements
are met.

2.7 Reor ganizations (Section 2.8 of National Instrument 44-101)

1) Section 2.8 of Nationd Insrument 44-101 provides dternative
quelification criteria for a successor issuer to qudify to file a progpectusin
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the form of a short form prospectus even though it has not been a
regparting issuer in any jurisdiction for 12 months. It may qudify if, anong
other things, it is a reporting issuer under Canadian securities legidation
and, a the time of the reorganization, at least one of the participantsin the
reorganization satisfied the 12 month reporting issuer criterion in paragraph
1 of section 2.2 of Nationa Instrument 44-101.

An issuer that was previoudy qudlified to file a progpectusin the form of
a short form prospectus under the basic qualification criteria set out in
section 2.2 of Nationd Instrument 44-101, including the $75,000,000
make vaduereguirement, and is the subject of a reorganization that results
in that issuer becoming awholly-owned subsdiary of another entity, will
not bequeified to file a progpectusin the form of a short form prospectus
under section 2.2. This is because it cannot satisfy the $75,000,000
market vaue requirement. It may continue to be qudified to file a
prospectus in the form of a short form prospectus under section 2.4 or
sion25af Nationd Instrument 44-101 (approved rating or guaranteed
securities) or section 2.7 of Nationd Instrument 44-101 (asset-backed
Securities).

Anentity that carries on the portion of the business that was " spun-off” is
not asuccessor issuer within the meaning of the definition. The Canadian
securities regulatory authorities have, from time to time, granted relief
dlowing the "spun-off* entity to file a prospectus in the form of a short
form prospectus even though it may not otherwise satisfy certain of the
gualification criteria. In those Situations where the Canadian securities
regulatory authorities have granted relief, there has been substantial
audited segmented disclosure of the " spun-off" entity in the market place
for at least one year before the reorganization. In addition, the Canadian
sunities regulatory authorities will generdly look a whether the spun-off
entity is described in the AIF and MD&A of the parent company.
Applications for relief will be consdered on acase by case basis.

Market participants are also reminded that if an issuer files a progpectus
or other offering document following amateria reorganization, take-over
bid or acquistion of assets, the progpectus or offering document &
required to contain, ether directly or, if permitted, through incorporation
by reference, gppropriate disclosure concerning the reorgani zation, take-
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over bidor acquisition of assets and its effect on the issuer in order for the
prospectus or other offering document to contain full, true and plain
disclosure of al materid facts.

Adoption by Successor Issuer of a Participant's AlIF Following a
Reorganization (Section 2.10 of National Instrument 44-101) - Section 2.10
o Natiod Instrument 44-101 enables a successor issuer to adopt as its own AlF
the AIF of aparticipant in the reorganization, if the AIF was a current AlF of the
patiapent at the time of the reorganization. By adopting the AlF of a participant,
the successor issuer is deemed under section 2.10 to have a current AlF for the
purposssof ssaurities legidation. 1t is not rlevant whether the participant thet filed
the AIF continues to exigt after the reorganization. If the participant continues to
exig after the reorganization, the adoption by the successor issuer of the current
AIF of the participant does not preclude the participant from having the AIF in
order to, itsdlf, quaify to file a progpectusin the form of a short form prospectus.
Under ssdtion 210 of Nationa Instrument 44-101, a successor issuer may choose
to adopt the current AIF of more than one participant in the reorganization thet
gaverisetothe successor issuer. This may be appropriate in circumstances where
the successor issuer succeeded to the businesses of two participants where each
paticipant had acurrent AIF. A successor issuer may dwaysfileitsown AlFin
order to have acurrent AIF. Thefirst AlF filed by a successor issuer will be an
initid AIF.

AlF
Initial AIF Review Procedur es (Section 3.1 of National I nstrument 44-101)

(1)  An AIF filed by @ther an issuer that has not previoudy had an AlF
accepted for filing in the locdl jurisdiction or an issuer that previoudy hed
a current AlF in thelocd jurisdiction and no longer has oneistreated as
aninitid AlF for the purpose of review by the POP regulator.

2 Anintid AlFand supporting documents will be reviewed by the Canadian
sunities regulatory authorities, including the CVMQ, in accordance with
theproceduresdescribed in MRRS if the issuer has elected to use MRRS.
Compliance by issuers with the MRRS procedures, athough not
merdatory, will generdly result in the most expediitious trestment of initia
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AlFs on anationd bass. If anissuer does not eect MRRS, the review
of theinitid AlF will not be co-ordinated among the various jurisdictions
in which the issuer has filed the AIF, nor is the review subject to any
particular timeframe.

An issuer filing in more than one jurisdiction should file the initid AlF,
together with any supporting materids, as nearly as may be practicable,
contemporaneoudy in each of the jurisdictions in which the issuer wishes
to become qudified to file a progpectus in the form of a short form
prospectus. Contemporaneous filing is automatic for issuers usng
SFDAR. Anisaer should filethe AlF in each jurisdiction identical in form
and content, including the date, except that French language documents
filed in Quebec need not be filed in the other jurisdictions, except &
required under subsections 3.1(3) and (4) of National Instrument 44-101.
The review of documents filed in Quebec in the French language, apart
fromaubstantive comments gpplying to both English and French language
versons, will ordinarily be dedlt with between Quebec and the issuer or
the issuer's agent in Quebec directly.

Renewal AIF Filing and Review Procedures (Section 3.2 of National
Instrument 44-101)

D

2

©)

An issuer that has a current AIF for its second most recently completed
financid year and wishes to have a current AIF for its most recently
completed financid year mud file a renewd AIF in accordance with
section 3.2 of National Instrument 44-101.

Anisserthat does not have a current AlF in the loca jurisdiction, yet has
a current AIF in another jurisdiction, and wishes to file a short form
progoectusin the locd jurisdiction may file, asaninitia AlF under section
3.1 of Nationd Instrument 44-101 in the locd jurisdiction, ather (i) the
new AlFthet it isfiling as arenewd AlF in the other jurisdiction, or (ii) the
AlFtretis acurrent AIF in the other jurisdiction. The issuer should notify
dl the other jurisdictions in which it dready has a current AlF that it is
filing aninitid AIF inanew juridiction.

An issuer filing in more than one jurisdiction should file a renewa AlF,
together with any supporting materids, as nearly as may be practicable,
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contemporaneoudy in each of the jurisdictions in which the issuer wishes
to reman qudified to file a progpectus in the form of a short form
prospectus. Contemporaneous filing is automatic for issuers usng
SDAR. Anissuer should file an AlF in eech jurisdiction identicd in form
and content, including the date, except that French language documents
filed in Quebec need not be filed in the other jurisdictions, except &
otherwise provided in subsections 3.2(6) and (7) of Nationa Instrument
44-101.

A renewd AlF, if sdected for review, will be reviewed by the Canadian
suitiesregul atory authorities in accordance with section 3.2 of Nationa
Instrument 44-101 and the procedures described in MRRS; if the issuer
has elected to use MRRS.

This subsection gpplies to an issuer thet files arenewd AlF in multiple
juridictions and has not eected to use MRRS and to an issuer thet files
a renewd AIF in only one jurisdiction. If an issuer's renewa AlF has
been sdected for review and the issuer files a preliminary short form
prospectus, both the issuer's preliminary short form prospectus and its
renewa AIF will be reviewed at the sametime. In these circumstances,
comments arisng in the course of the review of the renewa AIF will be
taken into account during the review of the prdiminary short form
prospectus. The notice that the review of the renewa AIF has been
completed will be issued before, or concurrently with, the issuance of the
receipt for the short form progpectus. A receipt for the short form
progpectus will not be issued until the review of the renewa AlF has been
completed. No particular timeframe appliesto thisreview.

3.3 Supporting Documents (Section 3.3 of National I nstrument 44-101)

D

Any materia incorporated by reference in an AIF is required under
paragraph 3.3(1)(a) of National Instrument 44-101 to be filed with the
AlF unessit has been previoudy filed. When an issuer usng SEDAR files
a previoudy unfiled document with its AlF, the issuer should ensure that
the document is filed under the gppropriate SEDAR filing type ad
document type specificaly applicable to the document, rather than generic
type "Documents Incorporated by Reference”. For example, an issuer
that has incorporated by reference an informetion circular in its AlF and
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has not previoudy filed the circular should file the circular under the
"Management Proxy Materids' filing subtype and the "Management
proxy/information circular" document type.

2 Thereisno regulatory requirement for auditor involvement with respect to
the preparation of an AIF. No solicitor's, auditor's, accountant's,
engne’s gopraiser's or other consent is required to be filed with an AlF.
However, reporting issuers may choose to involve their auditors. The
auditing professon's standards may require limited auditor involvement in
certan circumstances.  Section 8.3 of Nationa Instrument 44-101
requires the filing of consents of experts with a short form prospectus. In
order to be able to provide the necessary consent letter on a short form
prospectus, an auditor will be obliged to comply with gpplicable
repuirematsaf the Handbook and of Canadian securities legidation of the
jurigdictionsin which the AlF isfiled.

DISCLOSURE IN A SHORT FORM PROSPECTUS OF FINANCIAL
STATEMENTS FOR ACQUISITIONS AND MULTIPLE
ACQUISITIONS

Financial Statement Disclosure of Significant Acquisitions and Multiple
Acquistions - Attached as Appendix A to this Policy isachart describing the
ddigetions for financid statement disclosure of sgnificant acquigitions and multiple
acquisitions.

Acquigition of a Business - Part 4 of National Instrument 44-101 requires an
issuer that has made a sgnificant acquidtion or is proposing to make a sgnificant
probable acquidtion to include in its short form prospectus certain financial
statements of each business acquired or to be acquired. Part 5 of National
I ngrument 44-101 has similar requirements for an issuer that has made or 5
proposing to make multiple acquisitions that are not otherwise significant. For this
purpose, the term "business' should be evaduated in light of the facts ad
circumstances involved.  The Canadian securities regulatory authorities consider
thet asgparate entity, a subsdiary or adivison will normaly be abusiness and that

ThisPat hasbeen revised to refer expressly to the business acquisition financial statement disclosure
requirements for multiple acquisitionsin Part 5 of National Instrument 44-101.
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in certain circumstances a lesser component of a person or company may aso
corgtitute a business, whether or not the subject of the acquisition previoudy had
finandd information.  Continuity of business operaions is congdered in
ddemining whether an acquisition condtitutes the acquidtion of abusness. Other
factors that will be consdered include

@ whether the nature of the revenue producing activity or potentia
revenueproducing activity will remain generdly the same after the
acquidtion; and

(b)  whether any of the physica facdilities, employees, marketing,
systems, sales forces, customers, operating rights, production
techniques or trade names are acquired by theissuer instead of
remaining with the vendor after the acquistion.

4.3 Probable Acquisitions

@

2

The definitions of "probable acquistion of a busness' and "probable
acquigtion of related businesses’ in Nationd Instrument 44-101 both
include the phrase "where a reasonable person would believe that the
likelihood of the acquidition being completed is high*. The Canadian
securities regulatory authorities will interpret this phrase having regard to
section 3290 of the Handbook "Contingencies'. It is the view of the
Carnedian scurities regulatory authorities that the following factors may be
relevant in determining whether the likdlihood of an acquigtion being
completed is high

@ whether the acquisition has been publicly announced,;

(b) whether the acquisition is the subject of an executed agreement;
ad

(© the nature of conditions to the completion of the acquisition
including any materid third party consents required.

Thetest of whether a proposed acquisition is a " probable acquisition of a
business' or "probable acquistion of related busnesses' is an objective,
raher then subjective, test in that the question turns on what a "reasonable
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person” would believe. It is not sufficient for an officer of an issuer
determine that he or she persondly beieves that the likelihood of the
acquisition being completed is or is not high. The officer must form an
opinion as to wha a reasonable person would beieve in the
arcumstances. In the event of a dispute as to whether an acquisitionisa
probable acquisition, an objective test requires the adjudicator to decide
whether a reasonable person would believe in the circumstances that the
likdihood of an acquisition being completed was high. By contrag, if the
definition relied on a subjective test, the adjudicator would assess an
individud's credibility and decide whether the persona opinion of the
individud as to whether the likelihood of the acquisition being completed
washighwas an honestly held opinion. Formulating the definition usng an
objective test rather than a subjective test strengthens the basis upon
which the regulator may object to an issuer's gpplication of the definition
in particular circumstances.

Timingadf Sgnificance Tests - Subsection 1.2(1) of the Nationa Instrument sets
out the three tests for whether an acquisition of a business by an issuer is a
"ggnficat acquigtion”. Thefirst test measures the assets of the acquired business
agang the assets of the issuer. The second test measures the issuer's investments
inand advances to the acquired business againgt the assets of theissuer. Thethird
test measures the income from continuing operations of the acquired business
againg the income from continuing operations of the issuer. If any one of these
three tests is satidfied at the 20 percent leve, the acquisition is considered
"significant” to the issuer. The three tests for Sgnificance of an acquidtion are
gdied a two pointsin time: fird, a the time of acquisition and, again, a thetime
of filing the preiminary short form progpectus. The earlier date is congstent with
the timing of the application of the SEC's gpplication of itstest for Sgnificance of
an acquisition and provides issuers with the certainty that if an acquistion is not
dgificat at the timeit is made it will not become sgnificant for the purpose of the
test. The three tests are gpplied again at a later date only if the acquigtion was
significant at the time of the earlier date. The second date is important, in the
Carmisson's view, to recognize the potentid growth of issuers between the date
of acquidtion and the date of a short form prospectus offering and the
corresponding potentid decline in significance of any acquisition made. 1n order



4.5

4.6

-20-

for an acquisition to be sgnificant it must satisfy one of the three 20 percent tests
on both dates.”

Application of Invessment Test for Significance of an Acquigtion -
Subsection 1.2(1) of the Nationd Instrument sets out when an acquisition of a
business by an issuer isa"sgnificant acquidtion”. One of the tests is whether the
issuer's consolidated investments in and advances to the business or related
busi nesses exceeds 20 percent of the consolidated total assets of the issuer as at
the date of the most recent year end balance sheet of the issuer, before giving
effect to the acquistion. In goplying this teg, the "invesments in" the business
should be determined using the total cost of the purchase, as determined by
generdly accepted accounting principles, which includes consideration paid and
the costs of the acquisition. For the purposes of thistest, any new debt incurred
by the issuer in the acquidtion should dso be included as an investment by the
issuer in the business®

Application of Income Test for Significance of an Acquisition - Thethird test
of an acquistion's significance is whether the issuer's proportionate share d
consolidated income from continuing operations of the business exceeds 2
percent of the income of the issuer from continuing operations for the 12 months
ended onthelater of most recently completed financia yeer of the issuer or interim
paiodof the issuer. The Canadian securities regulatory authorities are of the view
that in gpplying this tegt, the income from continuing operations of the business
should be determined using the generdly accepted accounting principles gpplied
by the issuer. Subsections 1.3(1) and 1.3(2) of Nationd Instrument 44-101
permit the issuer to use the average income of its three most recently completed
fiscd years or 12 months periods, respectively, if the income from continuing
operations for the most recently completed fisca year is postive and &t least 20
percent lower than the average for the three most recently completed years. The
averaging option is not avalable if the issuer has incurred aloss from continuing
operations during its mogt recently completed year or more recent 12 month
paiod. If the averaging option is available to the issuer but it incurred aloss from
continuing operations in the second and/or third most recently completed fisca

This section is new.

This section is new.
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years or 12 month periods, subsection 1.3(3) of Nationa Instrument 44-101
states that for purposes of cdculating the average consolidated income from
aontinuing operations for the three fiscal years or 12 month periods, the loss must
betrested as zero in the numerator and as one in the denominator. If the issuer or
the business has incurred a lossin the most recently completed fiscal year or 12
month peiod, the income test outlined in paragraph 1.2(1)3 of Nationa Instrument
44-101 shdl be gpplied using the absolute dollar amount of any income or loss.®

Exemptionsfrom Parts4 and 5 of National Instrument 44-101

1) The Canadian securities regulatory authorities are of the view thet relief
from the financid statement requirements of Parts 4 and 5 of National
Ingrument 44-101 should be granted only in unusud circumstances not
rdated to cogt or the time involved in preparing and auditing the financid
Satements.

2 If relief is granted from the requirements of Parts 4 and 5 of National
Indrument 44-101, conditions will likely be imposed, such as a
requirement to include audited divisond or partid income statements or
divisond statements of cash flow, financid statements accompanied by
audit reports containing areservation of opinion or an audited statement
of net operating income for a business.

3 Reief mey be granted in appropriate circumstances to permit the auditor's
report on financia statements of a business acquistion to contain a
reservation rdaing to opening inventory if thereis a subsequent audited
period of a least Sx months on which the auditor's report contains o
reservation and the businessis not seasond.

4 Congderations rdevant to arequest for exemption from the requirement
to include interim financia statements for the comparable period in the
immedately preceding financia year may include the fact that an acquired
business was, before the filing of the short form prospectus, a private
entity that did not prepare interim financid statements.

This section is new.
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Congderaions rdevant to arequest for exemption from the requirement
toindudethree years of financid statement disclosure may include the fact
that the business has been bankrupt, has undergone a change in its
management or has undergone a fundamenta change in the nature of its
busness or operations affecting a mgority of its operations within the last
three years.

OTHER FINANCIAL STATEMENT MATTERS"

Foreign GAAP

D

)

©)

Substion6.1(2) of National Instrument 44-101 provides that if aperson
or company is incorporated or organized in a foreign jurisdiction, the
financid statements of the person or company included in the prospectus
ghdl be prepared in accordance with either Canadian GAAP or foreign
GAAP. Foregn GAAP isdefined in National Instrument 44-101 to mean
abody of generdly accepted accounting principles, other than Canadian
GAAP, that are as comprehensive as Canadian GAAP.

TheCanadian securities regulatory authorities are of the view that foreign
GAAP will be as comprenensve as Canadian GAAP if it covers
sbstantialy the same core subject matter as Canadian GAAP, including
recognition and measurement principles and disclosure requirements.

Nationa Instrument 44-101 permits foreign GAAP to be used only if the
notesto the financid statements explain and quantify the effect of materid
differences between the foreign GAAP and Canadian GAAP that relate
tomesaLrements and provide disclosure consistent with Canadian GAAP
requirements. The Canadian securities regulatory authorities expect that
in most cases the reconciliation will be adequate to ensure clear ad
urderstandable disclosure for investors in Canada, unless the differences
are 0 pervasve asto render the financid statements mideading.

Foreign Auditorsand Foreign GAAS

This Part has been revised for greater ease of reference.
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Section 6.2 of Nationa Instrument 44-101 requires financia statements
in a short form prospectus to be accompanied by an auditor's report
without reservation of opinion, subject to exceptions provided in Nationa
I ngtrument 44-101. An auditor's report, by definition, is prepared n
accordance with generdly accepted auditing standards.  National
Instrument 44-101 provides foreign issuers with flexibility as to ther
daice of auditor for purposes of a short form prospectusfiling in that the
ogangally accepted auditing standards applied to their financia statements
may beather than those gpplied in Canada, if those auditing tandards are
subgtantidly equivaent to Canadian auditing standards.

I ssuers should recognize that Canadian securities legidation in some
jurisdictions requires the regulator not to issue a receipt for a prospectus
if t appears to the regulator that a person or company who has prepared
any part of the progpectus or is named as having prepared or certified a
report used in or in connection with a prospectus is not acceptable to the
regulator. Therefore, under section 6.3 of Nationd Instrument 44-101,
the foreign auditor's report must be accompanied by a statement that the
audting gandards applied are substantialy equivaent to Canadian GAAS.
The satement must dso disclose any materid differencesin the form and
content of the foreign auditor's report.

TheCanedian securities regulatory authorities are of the view that in order
for auditing standards to be substantialy equivaent to Canadian GAAS,
they muet require underlying work that is comparable in scope, nature and
timingtothe work required in connection with an audit in accordance with
Canedan GAAS. For instance, auditing standards of foreign jurisdictions
auchasthe United States are known to the Canadian securities regulatory
authorities to be substantialy equivalent to the standards of the CICA.
Foreign issuers usng auditors from foreign jurisdictions with audit
standards and supervison that are less well known to the Canadian
sunities regul atory authorities are encouraged to consult with staff of the
Canedian securities regulatory authorities in advance of filing a preiminary
prospectus to resolve uncertainty as to whether the Canadian securities
regulatory authorities will consder a particular auditor or auditing
standards to be acceptable.
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4 Inmaking a determination whether the foreign auditing standards applied
are subgtantially equivaent to Canadian GAAS, auditors are referred, in
paticar to the general standard of Canadian GAAS as set out in section
5100 of the Handbook and its reference to an auditor's "objective state
amind. This standard, when read together with the objectivity standard
for aditors contained in the standards of professiona conduct applicable
to Canedianauditors in each jurisdiction, emphasizes the importance of the
independence of the auditor. In the view of the Canadian securities
regulatory authorities, auditor independence is an essentia dement o
Canadian GAAS which would need to be reflected, anong other things,
in the foreign GAAS applied in order for the foreign GAAS gpplied and
Canadian GAAS to be considered substantialy equivalent.*

5) Subparagraph 4 of paragraph 8.2(1)(a) of Nationd Instrument 44-101
requires an issuer, if afinanca statement included in a prospectus has
been prepared in accordance with foreign GAAP or includes a foreign
auditorsreport, to file aletter from the auditor that discusses the auditor's
expatise to audit the reconciliation of foreign GAAP to Canadian GAAP
and, in the case of foreign GAAS other than U.S. GAAS, to makethe
determination that the auditing standards applied are subgtantialy
equivalent to Canadian GAAS. While this provison requires that this
comfort letter be filed no later than the time the short form prospectusis
filed, issuers are strongly encouraged to file this letter before filing the findl
short form progpectus to minimize any delay in issuing a receipt for the
fina progpectus.'?

5.3 Third Quarter Financial Statements (Section 6.5 of National I nstrument 44-
101) - In the case where an issuer files a short form prospectus before its
directors have approved the comparative audited annud financid statements for
itsmogt recently completed financid year and before the time period for filing the
statements under securities legidation has expired, section 6.5 of National
Indrument 44-101 permits an issuer to include the interim financid statements for
the third quarter of the most recently completed financid year, instead of the
financid statements for the entire most recently completed financid year. The

1n This subsection is new.

12 This section has been modified to reflect the amendments made to the requirement in the National
Instrument for acomfort letter regarding aforeign auditor's report.
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Canadian securities regulatory authorities are of the view that directors of issuers
shoudendeavour to consider and gpprove financia statementsin atimely manner
and should not delay the approva and release of the statements for the purpose
of avoiding ther incluson in a prospectus. Issuers are dso reminded of their
obligation to disclose dl materid facts reating to the securities to be distributed.
For example, if the fourth quarter results are or are expected by the issuer to be
materidly different from the results of the fourth quarter in previous years, a
woud haveameterid impact on the results for the financid year asawhole, or are
ahewisemaeaidly different from the market's expectations, the issuer is expected
to discuss the fourth quarter resultsin its short form prospectus.

FILING AND RECEIPTING OF SHORT FORM PROSPECTUS

Caonfidential Material Change Reports - Confidential materia change reports
cannot be incorporated by reference into a short form progpectus. Accordingly,
an issuer may not file a confidential materia change report during a distribution.
However, if circumstances arise that cause an issuer to file a confidentid materia
change report during the distribution period of securities under a short form
prospectus, the issuer should cease al activities reated to the distribution until

@ the materiad change is generdly disclosed and an amendment to
the short form prospectusisfiled, if required; or

(b) the decison to implement the material change has been regjected
and the issuer has so notified the regulator of each jurisdiction
where the confidentid materid change report was filed.

Supporting Documents

1) Material that isfiled in ajurisdiction will be made avallable for public
inspection in tha jurisdiction, subject to the provisons of securities
legdation in the local jurisdiction regarding confidentidity of filed materid.
Mataid thet is delivered to aregulator, but not filed, is not required under
suities|egidation to be made available for public inspection. However,
the regulator may choose to make such materid available for ingpection
by the public.
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Any materid incorporated by reference in a preiminary short form
prospectus or a short form prospectus is required under section 7.1 and
7.2 of Nationa Instrument 44-101 to be filed with the preliminary short
form prospectus or short form prospectus unless previoudy filed. When
an issuer usng SEDAR files aprevioudy unfiled document with its short
farm prospectus, the issuer should ensure that the document is filed under
the SEDAR category of filing and filing subtype specificaly gpplicable to
the document, rather than the generic type "Other". For example, an
issuer that has incorporated by reference an interim financia statement in
itsshart form prospectus and has not previoudy filed the statement should
filetret gatement under the " Continuous Disclosure’ category of filing, and
the "Interim Financid Statements' filing subtype.

Experts' Consent - Issuers are reminded that securities legidation in Alberta
prescribes aform of consent for experts.

Material Contracts

D
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Section 8.6 of Nationa Instrument 44-101 requires an issuer to make
avalabled| materid contracts referred to in a short form prospectus. The
Canadian securities regulatory authorities recognize that certain materia
contracts or portions thereof may contain sengtive operationd or financia
information, disclosure of which would be competitively disadvantageous
o ahawise detrimentd to the issuer. The regulator will consder granting
relief from the requirement to make these contracts available for public
ingoection if disclosure would be unduly detrimentd to the issuer and the
disclosure would not be necessary in the public interest.

Under subsections 8.1(2) and 8.2(3) of Nationa Instrument 44-101,
issuers are not required to file or deliver dl materia contractsin Ontario,
but are only required to deliver to the regulator those that create a
materidly affect the rights or obligations of the holders of the securities
bang distributed. However, issuers are reminded that in connection with
the prospectus review process, the regulator in Ontario may request an
issuer to deliver to it copies of other materia contracts.

Amendments and Incorporation by Reference of Subsequently Filed

Material Change Reports - The requirement in securities legidation for thefiling
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d anamedmat to a preliminary prospectus and prospectus is not satisfied by the
incorporation by reference in a preliminary short form prospectus or a short form
prospectus of a subsequently filed material change report.

Shart Form B ospectus Review - No timeframe applies to the review of a short
form progpectus of an issuer filed in multiple jurisdictions, if the issuer has not
elected to use MRRS. Nor does atimeframe apply to areview of ashort form
prospectus filed in only one jurisdiction.

"Waiting Period" - If the securitieslegidation of the locd jurisdiction contains
the concept of a "waiting period” such that the securities legidation requires that
there be a specified period of time between the issuance of a receipt for a
preliminary short form prospectus and the issuance of areceipt for ashort form
prospectus, the implementing law of the jurisdiction removes that requirement as
it would otherwise gpply to adistribution under National Instrument 44-101.

Refusal to I ssue Prospectus Receipt - The regulator has the discretion under
securities legidation to refuse, in the public interest, to issue a receipt for a
prospectus. Despite acceptance by aregulator of an issuer's AlF, if, at thetime
theisser files a preliminary short form prospectus, a regulator has concerns about
the adequacy or timeliness of the disclosure in the AlF and the disclosure is not
supplemented in the short form prospectus, the regulator may refuse to issue a
receipt for the short form prospectus.

Registration Requirements- Issuersfiling a preliminary short form prospectus
o shart form prospectus and other market participants are reminded to ensure that
members of underwriting syndicates are in compliance with regigtration
requirements under Canadian securities legidation in each jurisdiction in which
syndicate members are participating in the distribution of securities under short
form prospectus.

CONTENT OF AlF

| ssuer s of Asset-backed Securities

1) ltem 4.2 of Form 44-101F1 AlF specifies additional disclosure applicable
to issuers of asset-backed securities that were distributed under a
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prospectus. Form 44-101F1 leavesto issuer of asset-backed securities
the determination of which other prescribed disclosure is gpplicable and
ought to be included in the AIF. Applicable disclosure for a special
purpose issuer of asset-backed securities generaly pertainsto the nature,
paformance and servicing of the underlying pool of financid assats. The
nature and extent of required disclosure may vary depending on the type
and attributes of the underlying pool.

The following factors should be considered by an issuer of asset-backed
securitiesin preparing its AIF:

1 The extent of disclosure respecting an issuer will depend on the
edtat o the issuer's on-going involvement in the converson of the
assats comprising the pool to cash and the distribution of cash to
securityholders; this involvement may, in turn, vary dramaticaly
depending on the type, qudity and attributes of the assets
comprisngthe pool and on the overall structure of the transaction.

2. Requested disclosure respecting the business and affairs of the
issuer should be interpreted to gpply to the financid assets
underlying the asset-backed securities.

3. Hrenad information respecting the pool of assets to be described
ad andyzed in the AIF will conss of information commonly set
out in servicing reports prepared to describe the performance of
the pool and the specific dlocations of income, loss and cash
flows applicable to outstanding asset-backed securities made
during the relevant period.

Item 4.2(b)(i) of Form 44-101F1 AIF requires issuers of asset-backed
securities that were distributed by way of prospectus to include
information relating to the compaosition of the underlying pool of financia
assets, the cash flows from which service the asset-backed securities.
Disclosure respecting the compostion of the pool will vary depending
upon the nature and number of the underlying financid assets  For
example, in ageographically dispersed poal of financid assets, it may be
appropriate to provide summary disclosure based on the location o
obligors. In the context of a revolving poal, it may be appropriate to



7.2

PART 8

8.1

8.2

-29.

provide detalls relating to aggregate outstanding balances during ayear in
order to illudrate higtorica fluctuaions in assst origination due, for
exarpe to seasondity. In pools of consumer debt obligations, it may be
appropriate to provide a breakdown within ranges of amounts owing by
obligorsin order to illustrate limits on available credit extended.

Non-corporate Issuers - Item 8 of Form 44-101F1 AIF requires disclosure
concerning the directors and officers of an issuer. An issuer that is not a
corporation mugt refer to the definitions in securities legidation of "director” and
"dfieg”. The definition of "officer" may include any individud acting in a capacity
amilar to that of an officer of a company. Smilarly, the definition of "director”
typicaly includes a person acting in a cgpacity Smilar to that of a director of a
compary. Therefore, non-corporate issuers must make a determination in light of
the particular circumstances which individuas or persons are acting in such
capacities for the purposes of complying with Item 8 of Form 44-101F1.

CONTENT OF SHORT FORM PROSPECTUS

Prospectus Liability - Nothing in the short form prospectus regime established
by Nationd Instrument 44-101 is intended to provide rdief from ligbility arisng
uder the provisons of Canadian securities legidation of any jurisdiction in which
a short form prospectus is filed if the short form progpectus contains an untrue
datement of amateria fact or omits to State amateria fact that is required to be
dated therein or that is necessary to make a statement not mideading in light of the
circumstances in which it was made.

Style of Prospectus - Canadian securities legidation requires that a progpectus
contan'full, true and plain® disclosure. To that end, issuers and their advisors are
raminded that they should ensure that disclosure documents are easy to read, and
encourage issuers to adopt the following plain language principlesin preparing a
prospectus in the form of a short form prospectus:

use short sentences

use definite, concrete, everyday language
use the active voice

avoid superfluous words
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! organize the document into clear, concise sections, paragraphs and
sentences

avoid legd or businessjargon

use strong verbs

use persona pronouns to speak directly to the reader

avoid reliance on glossaries and defined terms unless it facilitates
understanding of the disclosure

avoid vague boilerplate wording

avoid abgtractions by using more concrete terms or examples

avoid excessve detall

avoid multiple negatives

If technical or business terms are required, clear and concise explanations should
be used. The Canadian securities regulatory authorities are of the view that
question and answer and bullet point formats are congstent with the disclosure
requirements of National Instrument 44-101.

FHrm Commitment Underwritings - If an underwriter has agreed to purchase a
specified number or principa amount of the securities to be distributed a a
goadfiedprice, Item 1.8(4) of Form 44-101F2 requires the short form prospectus
to contain a statement that the securities are to be taken up by the underwriter, if
adl, onorbefore a date not later than 42 days after the date of the receipt for the
short form prospectus. If the Canadian securities legidation of a jurisdiction
requires that a prospectus indicate that the securities must be taken up by the
underwriter within a period that is different than the period provided under
Nationd Ingrument 44-101, the implementing law of ajurisdiction exempts issuers
from that requirement if they comply with Nationa Instrument 44-101.

Minimum Distribution - If aminimum amount of fundsis required by an issuer
andthe securities are proposed to be distributed on a best efforts basis, Item 6.5
of Form 44-101F2 requires that the short form prospectus state that the
digtribution will not continue for a period of more than 90 days after the date of
receipt for the short form prospectus if subscriptions representing the minimum
amount o funds are not obtained within that period unless each of the persons and
companies who subscribed within that period has consented to the continuation.
If the Canadian securities legidation of a jurisdiction requires that a digtribution
may not continue for more than a specified period if subscriptions representing the
minimum amount of funds are not obtained within that period and the specified
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paiadisdfferent than the period provided under Nationa Instrument 44-101, the
implementing law of a jurisdiction exempts issuers from that requirement if they
comply with National Instrument 44-101.

Distribution of Asset-backed Securities

D

2

Item 8.3 of Form 44-101F2 specifies additional disclosure applicable for
distributions of asset-backed securities. Applicable disclosure for a
ga0d purpose issuer of assat-backed securities generdly pertainsto the
nature, performance and sarvicing of the underlying pool of financial
assets, the dructure of the securities and dedicated cash flows and any
third party or interna support arrangements established to protect holders
of the asset-backed securities from losses associated with non-
paformance of the financia assets or disruptions in payment. The nature
and extent of required disclosure may vary depending on the type and
atributes of the underlying pool and the contractud arrangements through
which holders of the asset-backed securities take their interest in such
assets.

The following factors should be considered by an issuer of asset-backed
securities in preparing its short form prospectus:

1 The extent of disclosure respecting an issuer will depend on the
extet of the issuer's on-going involvement in the conversion of the
assats comprising the pool to cash and the distribution of cash to
securityholders; this involvement may, in turn, vary dramaticaly
depending on the type, qudity and attributes of the assets
aomprisngthe pool and on the overal structure of the transaction.

2. Requested disclosure respecting the business and affairs of the
issuer should be interpreted to agpply to the financid assets
underlying the asset-backed securities.

3. Disdosure respecting the originator or the sdller of the underlying
financid assats will be rdevant to investors in the asset-backed
securities particularly in circumstances where the originator a
seller has an on-going reaionship with the financia assts
comprising the pool. For example, if asset-backed securities are
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saviod with the cash flows from arevolving pool of receivables,
an evauation of the nature and rdiability of the future origination
or the future sales of underlying assets by the sdller to or through
the issuer may be a critica aspect of an investor's investmert
decison. To address this, the focus of disclosure respecting an
originator or sdler of the underlying financid assets should dedl
withwhether there are current circumstances that indicate that the
originator or seller will not generate adequate assetsin the future
toavoid an early liquidation of the pool and, correspondingly, an
ealy payment of the asset-backed securities. Summary historica
financia information respecting the originator or sdler will
ordinaily be adequate to satisfy the disclosure requirements
goplicable to the originator or sdler in circumstances where the
originator or seller has an ongoing relationship with the assets
comprising the pool.

Item 8.3(d)(i) of Form 44-101F2 requires issuers of asset-backed
securities to describe any person or company who originated, sold o
deposited a materid portion of the financid assets comprising the pooal,
irrespective of whether the person or company has an on-going
rdationship with the assets comprising the pool. The Canadian securities
reguaary athorities consder 33a% of dollar value of the financid assets
comprisng the pool to be amaterid portion in this context.

Distribution of Specified Derivatives - Item 8.4 of Form 44-101F2 specifies
additiond disclosure applicable to didtributions of specified derivatives. This
prescribed disclosure is formulated in generd terms for issuers to customize
gppropriatey in particular circumstances.

Underlying Securities - Issuers are reminded that if securities being distributed
are convertible into or exchangegble for other securities, a description of the
material atributes of the underlying securities may be necessary to meet the
requirement of securities legidation that a prospectus contain full, true and plain
disclosure of al materia facts rdating to the securities.



8.8

-33-

Financial Statements
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Item 12.1 of Form 44-101F2 specifies which financia statements of an
issuer are required to be incorporated by reference into an issuer's short
form prospectus. The issuer's most recent comparative interim financia
datamasand the most recent comparative year end financiad statements,
together with the accompanying report of the auditor, if they have been
approved by the board of directors of the issuer, are required to ke
incorporated by reference under subparagraphs 3(b) and 4(b) of Item
12.1, even if they have not yet been filed. The Canadian securities
regulatory authorities are of the view that directors of issuers should
endeavour tocongider and gpprove financia statementsin atimey manner
and should not delay the approva and release of the statements for the
purposeof avoiding their inclusion in ashort form prospectus. Issuers are
dsreminded of their obligation to disclose al materia factsrdating to the
securities to be digtributed. For example, if there have been significant
vaidions in an issuer'sfinancia results, the issuer is expected to discuss
the variationsin its short form prospectus.

Documents incorporated by reference in a preliminary short form
progpectus are required under section 7.1 of National Instrument 44-101
to be filed with the preliminary short form prospectus if they have not
previoudy been filed. Section 7.2 of Nationd Instrument 44-101 contains
agmila provison for a short form prospectus. This may result in financid
statements that have been incorporated by reference under Item 12.1 of
Form 44-101F2 being filed earlier than would otherwise be the case
undk the continuous disclosure reguirements of securitieslegidation. The
imdematinglaw of each jurisdiction provides relidf, if necessary, from the
requrement of securities legidation to send these statements concurrently
to securityholders and, in British Columbia, to file written confirmation of
having st these statements. The conditions to the relief require the issuer
to send the financid statements to securityholders within the time periods
and in accordance with the other provisons of continuous disclosure
requirements of securities legidaion and, in British Columbia, to file
written confirmation of sending to securityholders.
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CIRCULARS

Fee for Documents - The CSA are of the view that issuers that charge non
scurityholders that request copies of the documents referred to in paragraph (a)
of sion 11.3 of National Instrument 44-101 should not charge an amount more
thentheissuer's reasonable cost of sending the documents. If the issuer's practice
iS to charge non-securityholders for the documents, a statement to that effect
should be included in the information circular.

CERTIFICATES

Non-cor por ate | ssuers

D
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Item 20.1(a) of Form 44-101F2 requires an issuer to include a certificate
in the prescribed form signed by the chief executive officer and the chief
financd officer or, if no such officers have been appointed, a person
acting on behdf of the issuer in a capacity smilar to a chief executive
officer and a person acting on behdf of the issuer in a capacity Smilar to
adief financid officer. For anon-corporate issuer that isatrust and has
atrust company acting asitstrustee, this officers certificate is frequently
signed by authorized signing officers of the trust company that perform
furctions on behaf of the trust Smilar to those of a chief executive officer
andachief financid officer. In some cases, these functions are delegated
to and performed by other persons (e.g. employees of a managemernt
company). |f the declaration of trust governing the issuer delegated the
trustee's 9gning authority, the officers certificate may be sgned by the
persons to whom authority is delegated under the declaration of trust to
dgndocuments on behaf of the trustee or on behdf of the trust, provided
that those persons are acting in a capacity smilar to a chief executive
officer or chief financid officer of the issuer.

Item 201(b) of Form 44-101F2 requires an issuer to include a certificate
inthe prescribed form signed on behaf of the board of directors, by two
drectors of the issuer, other than the persons referred to in Item 20.1(a),
duy auhorized to sign.  Issuersthat are not companies are directed to the
oHinion of "director” in securities legidation to determine the gppropriate
signatories to the cetificate. The definition of "director” in securities



-35-

legdation typicaly includes a person acting in a capacity Smilar to that of
adredtor of acompany. Issuersthat are not companies are aso directed
to the definition of "person” in securities legidation.

10.2 Promotersof Issuers of Asset-backed Securities

D

2

©)

Canadian securities legidation contains definitions of "promoter” ad
requires, in certain circumstances, a promoter of an issuer to assume
statutory ligbility for prospectus disclosure. Asset-backed securities are
commonly issued by a "specid purpose’ entity, established for the sole
purposeaf facilitating one or more asset-backed offerings. The Canadian
securities regulatory authorities are of the opinion that specid purpose
isuas of asset-backed securities will have a promoter because someone
will typcdly have taken the initidive in founding, organizing or substantidly
reorgenizng the business of the issuer. The Canadian securities regulatory
authorities interpret the business of such issuers to include the business of
issung asst-backed securities and entering into the supporting contractua
arrangements.

For exarde in the context of a securitization program under which assets
of one or more related entities are financed by issuing asset-backed
securities (sometimes cdled a "dngle sdler program”), an entity
transferring or originating a Sgnificant portion of such assts, an entity
intidly agreeing to provide on-going collection, adminidrative or Smilar
services to the issuer, and the entity for whose primary economic benefit
the asset-backed program is established, will each be a promoter of the
issuer if it took the initigtive in founding, organizing or subgantidly
reorgani zing the business of the issuer. Persons or companies contracting
with the issuer to provide credit enhancements, liquidity facilities o
hedging arrangements or to be a replacement servicer of assets, and
investors who acquire subordinated investments issued by the issuer, will
not typicdly be promoters of the issuer soldy by virtue of such
involvement.

In the context of a securitization program established to finance assets
aoquired from numerous unrel ated entities (sometimes caled a"multi-sdller
program”), the person or company (frequently a bank or an invesment
bank) establishing and adminigtering the program in consideration for the
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payment of an on-going fee, for example, will be a promoter of the issuer
if it took the initiative in founding, organizing or substantidly reorganizing
thebuaness of theissuer. Individua sdllers of the assatsinto amulti-sdller
program are not ordinarily considered to be promoters of the issuer,
Oespitetheeoonomic benefits accruing to such persons or companies from
utilizing the program. As with single-seller programs, other persons or
compeniesoontracting with the issuer to provide services or other benefits
totheissuer of the asset-backed securities will not typically be promoters
of the issuer soldly by virtue of such involvement.

While the Canadian securities regulatory authorities have included this
dsousson of promoters as guidance to issuers of asset-backed securities,
thequestion of whether a particular person or company isa"promoter” of
an issuer is ultimately a question of fact to be determined in light of the
particular circumstances,
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APPENDIX B
TO NOTICE OF PROPOSED CHANGES
TO PROPOSED NATIONAL INSTRUMENT 44-101
SUMMARY OF COMMENTSRECEIVED ON
1999 PROPOSED INSTRUMENTS
AND
RESPONSES OF THE CANADIAN SECURITIESADMINISTRATORS

A. DEADLINE FOR ISSUERS ANNUAL FINANCIAL STATEMENTS
Comment (i):

One commentator recommended that, until securities legidation regarding continuous disclosure
is changed, the short form prospectus rule contain a qudification criterion that the reporting
issuer must have filed its annud financid statements within 90 days of itsfisca year end.
Alternatively, the commentator suggested that the quadification criterion could be more narrowly
congtrued to gpply only in those circumstances in which the reporting issuer wishesto filea
short form prospectus after 90 days after its year end; in which case the requirement would be
that the issuer must include its annuad financia statementsin the prospectus.

Response:

The CSA agree with this comment and have introduced an additiond qudification criterion
which requires issuers doing short form prospectus distributions more than 90 days after year
end to have filed their annua financiad statements and incorporate them into the prospectus.
This change in the filing deadline for annud financia statementsis only within the context of a
short form progpectus offering and does not represent a change in the continuous disclosure
regime which requires the annud financia statements to be filed within 140 days of year end.
Any changes to the continuous disclosure regime will be addressed through a separate initiative.

Comment (ii):

The commentator aso believed that the short form prospectus rule should discuss the situation
where an issuer hasincluded annua financid statementsin its short form progpectusin
accordance with paragraph 4.4 (1), (a) or (c) of the 1999 proposed Nationd Instrument but
has not "concurrently” sent these financial statements to shareholders as required by securities
legidation in some provinces. The requirement to include the financid satements in the short
form prospectus would gppear to cause the reporting issuer to be in violation of the legidation.
The commentator suggested that some accommodation, such asissuing a press release with
summarized financid statements, may be reasonable in such circumstances.



Response:

Thisissue is addressed in subsection 2.2(4) of Rule 44-801 Implementing National Instrument
44-101 Short Form Prospectus Distributions.

B. FINANCIAL STATEMENT DISCLOSURE FOR SIGNIFICANT
ACQUISITIONS

(@D} General
Comment:

Three commentators were of the view that the proposed requirements for disclosure relating to
ggnificant acquisitions would serioudy impede the operation of the short form prospectus
system. The commentators noted that the operation of the system is largely dependent on
incorporation by reference of information that is dready in the public domain, on the premise
that adequate information is available through the continuous disclosure system. However,
requirements such as those relating to proposed acquisitions (e.g., the audited acquisition
equation for a significant acquisition subsequent to year end) would require re-issuance of
audited annuad financid statements already filed and distributed to shareholders. Aswell, the
commentators believed that the need to determine the reporting requirements at the time the
prospectus is prepared, and secure audited financiad statements of an acquired company, would
cregte sgnificant delays and unnecessary uncertainty. In any case, the commentators favoured
the SEC gpproach to making the determination.

Response:

The CSA consder financid statement disclosure for sgnificant acquisitions to be highly relevant
to investors. The CSA do not believe that this requirement will serioudy impede the operation
of the short form prospectus system and are of the view that the benefits of the enhanced
disclosure outweigh any costs or other impedimentsto issuers. The proposed Nationa
Instrument does not require the re-issuance of audited financial statements. See response B(2).
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2 Disclosure of " Purchase Equation™ for Probable Acquisitions
Comment:

Three commentators believed that the requirement for disclosure of the acquigtion equation is
unworkable in the context of a short form prospectus, and should be omitted. This requirement
would necessitate the re-issuance of audited financiad statements to shareholders. The
commentators suggested that the pro forma financid statements required under section 4.2
should provide al of the information called for in section 4.5 (section 4.8 of the proposed
Nationd Instrument) and the accompanying compilation report should provide an gppropriate
leve of "comfort” on the information.

Response:

The CSA are of the view that an audited purchase equation isimportant information. In order
to address difficulties expressed, the proposed Nationd Instrument has been revised to give an
issuer the choice of including the information required by subsection 4.8(2) of the proposed
Nationd Instrument ether in a subsequent event notein its financia statementsincluded in the
short form prospectus or e'sewherein a short form prospectus. Accordingly, the issuer is not
compelled to re-issue the audited financid statements to the shareholders.

C. INTERACTION WITH MJDS
Comment:

Two commentators were concerned about current practice under the Multijurisdictional
Disclosure Sysem ("MJDS"). At present, a Canadian issuer digible to issue ashort form
prospectus can file its AIF with Canadian regulatory authorities, and later register securities with
the SEC on the badis of itsfilings under Canadian securities lawvs. The commentator noted thet,
in many cases, the AIF is not subjected to review by the regulatory authorities. In addition, any
United States GAAP information provided receiveslittle, if any, attention. The commentators
expressed concern with the result that the company's securities are registered in the United
States without the benefit of aregulatory review of much of the information incorporated by
reference into the short form prospectus. The commentators regarded it as amatter of some
urgency, especidly in light of the SEC Aircraft Carrier proposas, that Canadian regulators teke
action to srengthen their survelllance over the filings of Canadian issuers digible to use the short

form prospectus system.



Response:

Documents filed under MJIDS are sdlected for review using the same risk criteria gpplied to the
selection of other offering documents. All AlFs are currently subjected to abasic leve of
review. The Commission has recently established a Continuous Disclosure Team which will
focus on reviewing the continuous disclosurefilings of dl issuers. AIFswill beincluded in this
review process. The Commission issued a Staff Notice on the Multijurisdictional Disclosure
System. Please refer to September 17, 1999 OSC Bulletin (22 OSCB).

D. AUDITOR'SCOMFORT LETTER REGARDING UNAUDITED
STATEMENTS

Comment:

One commentator has found that in today's practice, for an issuer that has filed three quarterly
reports, that short form prospectuses incorporate by reference each of the issued quarterly
reports and that securities regulatory authorities require the auditor's comfort |etter to cover
each of the compardtive three, sx and nine months periods (notwithstanding the OSC's position
taken in Chapter 13 of the Corporate Finance Accountants Practice Manud). The
commentator believed that this matter was partialy addressed in paragraph 3 of Item 12.1 of
the 1999 proposed Prospectus Form by incorporating only the "comparative interim financia
datements for the issuer's most recently completed financid period”, which in the above case
would not incorporate the first and second quarter reports. However, it is common for issuers
to present the comparative results for both the nine month period and for the last three month
period. Thewording in paragraph 3 of Item 12.1 could be interpreted as encompassing both
the three and nine month periods in the third quarter report. The commentator does not believe
thisisintended and suggests the modifier “cumulative’ be used to ensure that only the most
recent cumuletive interim statement (be it Sx or nine months) be incorporated by reference.

Response:

An ingtruction has been added to Item 12.1(1) of the proposed Prospectus Form reminding
issuers of the definition of “interim period” in the proposed Nationd Instrument, which is
cumulative. Issuersthat choose to incorporate additiond interim financid statements are dso
reminded in the ingtruction that subsection 8.2(1) of the proposed Nationa Instrument requires
acomfort letter from an auditor to befiled.



APPENDIX C
TO NOTICE OF PROPOSED CHANGES
TO PROPOSED NATIONAL INSTRUMENT 44-101
LIST OF COMMENTATORS
ON PROPOSED ONTARIO RULE 41-501
GENERAL PROSPECTUS REQUIREMENTS

Commentators on proposed Rule 41-501, whose comment |etters were also considered in the
context of proposed Nationd Instrument 44-101.

1 Canadian Bond Rating Service by letter dated September 2, 1999.

2. McLeod & Company by letter dated September 22, 1999.

3. TD Bank Mutua Fund Services by letter dated September 22, 1999.

4, Grant Thornton by letter dated September 23, 1999.

5. BDO Dunwoody by letter dated September 23, 1999.

6. McManus Thomson by letter dated September 23, 1999.

7. Burgtall Ward by letter dated September 23, 1999.

8. The Canadian Ingtitute of Chartered Accountants Task Force (Prospectuses

and Other Offering Documents) by letter dated September 23, 1999.

0. KPMG by letter dated September 23, 1999 and by supplementary letter dated
September 24, 1999.

10. Ddoitte & Touche by letter dated September 24, 1999.



APPENDIX D
TO NOTICE OF PROPOSED CHANGES
TO PROPOSED NATIONAL INSTRUMENT 44-101
SUMMARY OF COMMENTSRECEIVED ON
PROPOSED ONTARIO RULE 41-501
GENERAL PROSPECTUS REQUIREMENTS
AND
RESPONSES OF THE ONTARIO SECURITIESCOMMISSION

TheOCreceived 10 submissions on proposed Ontario Rule 41-501 Genera Progpectus Requirements,
Form 41-501 Information Required in a Prospectus and Companion Policy 41-501CP, which were
pubdished for commat on July 23, 1999 at (1999), 22 OSCB (LF Supp). The July 1999 versions of these
Instruments are referred to, collectively, in this Appendix as the " 1999 proposed Instruments’.

TheOSC considered the submissions received and thanks al commentators for providing their comments.
The following isa summary of the comments received, together with the OSC's responses, organized by
topic. The summary begins with topics concerning which comment was specifically requested in the
acconpanying Notice (the 1999 Notice") and then addresses topics covered by submissionsreceived in

response to the genera request for comment on the 1999 proposed Instruments.  Unless otherwise
provided, section references in this Appendix are references to 1999 proposed Instruments.

PART |. SPECIFIC REQUEST FOR COMMENT

A. Rdlief for Junior Issuers

1 Relief From Financial Statement Disclosure Requirements
@ Threshold for Junior Issuers
Comment (i):

Five commentators commented on the proposed $5 million limit on revenue, assets, equity and market
capitdization as a measure of junior issuer digibility for relief from financid disclosure requirements. Al
sbmitted that it istoo low. One commentator suggested that the limits imposed by the SEC might be an
appropriate benchmark. The other four commentators recommended a threshold of $10 million as that
threshold would encompass a sufficient number of junior issuers without alowing too much latitude.



Response:

The OSC agrees that a $10 million threshold provides an appropriate test for granting relief to junior
issuers. The OSC has reflected this threshold in the proposed Rule in the definition of "junior issuer” and
the corresponding relief in sections 4.11 and 6.13 of the proposed Rule.

Comment (ii):

Threecommentators suggested a market capitaization test should be omitted from the definition of "junior
issuer” because it is an ingppropriate measure for junior issuers. Two of the commentators cited junior
market volatility as the reason for their objection.

Response:

TheOSC dssyrees with these comments and believes that market capitalization provides a useful measure
asto whether an issuer is"junior”. In recognition of market volatility, the OSC has adopted a $10 million
threshold for market capitalization, rather than a$5 million threshold, in the proposed Rule.

(b) Deadlinefor Junior Issuer Financial Statements
Comment:

Four commentators commented on the requirement to include financid statementsin a prospectus for the
previous year if the progpectusis being filed more than 90 days after year-end.

Three of the four urged that the requirement be relaxed in the case of junior issuers. Two of these
oaaificaly recommended a deadline of 120 days for junior issuers. One of these commentators expressed
paticular concern for issuers conducting initid public offerings or reverse take-overs or mgor transactions
where disclosure is based on prospectus requirements. Another commentator noted that junior issuers
generdly do not command the financid resources that would enable them to meet the requirementsin a
timdy manner. The tightening of timing may leave junior issuers scrambling to match financid satement
disclosure to the dating of afind prospectus which may be criticaly close to an issuer's year-end period.

Thefouth commentator on this issue supported the 90 day deadline for al issuers when filing a prospectus,
but, in the case of continuous disclosure requirements, the commentator advocated a longer period for
junior issuers. In the context of filing a prospectus, the commentator believed it would be reasonable to
expad manegamat and the auditors to accelerate the completion of the annua audited financiad statements.



Response:

TheOSCramans of the opinion that the public interest is best served by requiring prospectuses to contain
ressonedly curant financid statements of the issuer. Therefore, the proposed Rule includes the requirement
toindudefinendd statements in a prospectus for the previous year if the prospectusis being filed more than
90 days after year-end.

(© Audit Requirement
Comment:

Three commentators supported the proposd to furnish relief to junior issuers by permitting the annual
firenad datements, other than those for the latest completed financid year, to be unaudited, provided they
are reviewed by an independent public accountant and supported by a comfort |etter.

A fouthcommeatator opposed the relief, fearing that it would provide an undue incentive for any emerging
busnessto defer the engagement of professond auditors until just prior to ther initia public offering. The
commentator believed that issuers who find it a hardship to comply with the audit requirements should
continue to have to apply for relief on a case by case basis.

Response:

The OSC agrees with the three commentators thet relief for junior issuersfrom the audit requirement is
acceptable for al but the most recent financia year for which statements are required to beincluded in a
prospectus.

2. Relief For Significant Acquisitions of Natural Resource Assets

Comment:

Four commentators suggested that the acquisition of natural resource assets requires special consideration
and exemptions. The commentators noted that it is often very difficult, if not impossble, for an issuer in

thesearcumstances to obtain the required information from the vendor of the assets, particularly if it isnot
asdeof dl or subgtantidly dl of the vendor's assets.



Response:

The CSA recognize the concern expressed and have asked the Chief Accountants Committee of the CSA
to condgder the bass on which exemptions may be granted or modifications made to the requirements
regarding financid statement disclosure for certain types of acquigitions, including acquisitions of natura
resource assets.

B. Deadlinefor Issuer's Annual Financial Statements

1. General Deadline
Comment:

Four commentators agreed with the proposal to reduce to 90 from 120 days the timing requirement for
arud financid satements to be included in a progpectus. A fifth commentator surmised that the specific
reguest for comment in the 1999 Notice regarding the deadline for financial statementsin a prospectus was
effedivdy an announcement of a proposed change to the continuous disclosure regime for dl issuers. The
commentator raised severa concerns regarding the anticipated effect of such a change on mutua funds.

Response:

The OSC has retained this prospectus-related change. The OSC is reviewing the comments received in
response to the request for comment in the 1999 Notice on the proposal to reduce the filing deadline for
amud financid statements from 140 to 90 days. Any changes to the continuous disclosure regime will be
addressed through a separate initiative.

2. Additional Statements Approved, Filed or Released
Comment (i):

Two commentators suggested that, in sections 4.3 and 5.4 of the 1999 proposed Rule (sections 4.7 and
6.5 of the proposed Rule), it would be more reasonable to require inclusion only of information that has
ben published. The commentators recommended deleting the reference to sdlected information from the
financd statements. This would bring the genera prospectus requirements into line with the short form
prospectus requirements.



Response:

The OSC disagrees with the commentators that the reference to selected information would make the test
inssdiors 4.3 and 5.4 of the 1999 proposed Rule too onerous. The CSA have considered this comment
inthecontext of the short form prospectus requirements and have revised the requirements in the proposed
form of short form prospectus to pardld the sandard in the proposed Rule, namely, financia statement
dsclosureis required if financia statements for amore recent period than otherwise required, or selected
information from those statements, have been released to the public.

Comment (ii):

Anatrer commentator had difficulty with the proposed inclusion of annud financid statements of an issuer
where the auditor's report has not yet been released. The commentator believed that thiswould severdy
chalenge auditorsif subsequent disagreements were to arise over information aready released.
Response:

The OSC has made no change in response to this comment asit believes the public interest in having the
mod recent financia statement information available outweighs the potentia difficulty thet the auditors and
issuers may have if subsequent disagreements arise.

3. Automatic Extension

Comment (i):

Ore commentator suggested that there should be a 15 day extenson permitted similar to that available in
the United States.

Response:
The OSC is satisfied with the deadline and has no plans to consider an autometic extension.
Comment (ii):

Another commentator suggested that there should be an automeatic extension in Situations where comments
are not provided on the preliminary prospectus in atimely manner.



Response:

TheOSC disagrees with this comment as the public interest in having the most recent financid statements
available for an issuer included in a prospectusis paramount.

C. Financial Statement Disclosure for Credit Supporters

Comment:

Two commentators agreed with the proposed requirements for disclosure of financia statements of credit
supporters. While in most cases the requirement for summarized financia information is adequate, the
commantatarsbelieved that in complex situations condensad consolidated information is helpful and should
be required.

Response:
The OSC has consdered the comment and has decided that even in complex stuations, summarized

financia information is preferable to condensed consolidated information. The OSC will keep abreast of
developments in the United States and may consder future changes.

D. Financial Statement Disclosure for Significant Acquisitions
1. General
Comment:

Two commentators believed that the proposed Rul€s provisions concerning significant acquidition
disclosure are an attempt to rectify through the prospectus rule what is essentidly a shortcoming of the
continuous disclosure system.  The commentators suggested that the continuous disclosure regime n
Ontario be revised to ded with timely disclosure of business combinations,

Response:

The OSC recognizes the interaction between prospectus disclosure and continuous disclosure. Changes
to the continuous disclosure regime will be addressed through a separate initiative.



2. Differencesfrom the SEC
(@ General
Comment:

Four commentators expressed significant concerns regarding the differences between the 1999 proposed
RuU€'s requirements and the SEC's requirements for sgnificant acquisition disclosure. The commentators
were of the view that the differences in basic disclosure provisons and numerous incongstencies in detall
wouldinaresse the complexity and cost of cross-border issues, and would represent a significant deterrent
to Canedian companies registered or registering with the SEC from offering securities in Canadian markets.
The commentators suggested that the OSC should adopt the SEC's provisions.

Response:

The OSC recognizestte vaue in harmonization with the requirements of the SEC where those requirements
are gppropriate for Canadian capital markets and has made changes to the 1999 proposa to this end.
However, the OSC disagrees with the propostion that the SEC's regulatory regime, in its entirety, is
gopropriate for the Canadian markets. Instead, the OSC has moved towards greater harmonization in the
fomulaionof the significance tests. In many ingtances, the differences between the proposed Rule and the
SEC requirements result in requirements that the OSC believes are better suited to the Canadian market.

(b) " Significance" Test
Comment (i):
Four commentators recommended that the proposed revenue test for sgnificant acquisitions, which is not
usad by the SEC, be deleted. One commentator specifically recommended that the proposed revenue test
be replaced with the SEC's invesment test in order to capture acquisitions in the fields of information
technology, internet, media and communications, and biomedica indugtries that might not otherwise be
caught by the revenue test.
Response:

The OSC agrees and has deleted the revenue test from the proposed Rule and added an investment te<t.



Comment (ii):

Twoocommentators questioned whether the application of the revenue and income tests for the later of the
last financid year and the twelve months ended on a recent quarter end provides sufficient benefits to
outweigh the disadvantages of this departure from the tests gpplied by the SEC.

Response:

The OSC agrees, in principle, with this comment and has revised the timing of the application of the
sonificancetes so that it is to be gpplied a two dates: firg, the time of acquisition and, second, at thetime
of filing the preliminary prospectus. The earlier date has been added to the proposed Rule in order to
provide issuers with greater certainty that if an acquigtion is not significant at the time it is made, it will not
ubssquently become significant for the purposes of the test. The second date has been retained because
it is important, in the OSC's view, to recognize the potential growth of issuers between the date o
acquisition and the date of a prospectus offering and the corresponding decline in the significance of any
acquisitions made.

Comment (iii):

Orecommentator did not gppreciate any pressing public policy need to depart from the SEC 80% hurdle
for significant acquisitions and instead use a 100% threshold.

Response:

The OSC increased the SEC's 80 percent threshold to 100 percent in order to provide amore flexible
regime for issuers in the Canadian market.

Comment (iv):

One commentator suggested that the OSC should consider providing aternative tests of significance for
issuers making an initid public offering, Smilar to the SEC'srulesin thisarea

Response:
The OSCisconcamed about the overdl complexity of the business acquisition disclosure requirements and

hes decided not to increase the complexity of the proposed Rule by modifying the test for issuers making
aninitid public offering.



Comment (vi):

Two commentators suggested that guidance should be provided as to the trestment of losses and what, if
any, adjustments may be made to historica datain applying the income test.

Response:

Treament of losses has been clarified in the proposed Policy. No adjustments may be made to historical
datain applying theincome tet.

3. Timing of Application of Significance Test for Completed Acquisitions
Comment:
Onecommentator recommended that the OSC adopt the SEC's approach to the timing of the application
o the significance tests. The commentator suggested that a significance caculation be done based on the
mod reomt financia statements of the issuer and the acquired business a the time of an acquigtion. If the
acquistion is found not to be sggnificant a that time, then that determination should be find. The
commentator suggested that the issuer should adso have the option, at the time it files a prdiminary
prospectus, of recdculaing the sgnificance at that time using a pro forma baance sheet and income
datement of the issuer, if any, filed with securities regulatory authorities subsequent to the acquistion, as
permitted by the SEC'srules.
Response:
Please see the response to comment D 2(b)(ii) above.
4, Financial Statement Disclosure Required for Completed Acquisitions

@ Periods Required

Comment:

Three commentators questioned whether the sgnificant acquisition disclosure requirements may require
financia statements of an acquired business to be provided for periods following the acquigtion.

Response:



-10-

The proposed Rule has been revised to clarify the requirement that separate financid statements of an
acquired business are required only for periods before the acquisition.

(b) Pro Forma Requirements
Comment (i):

Orecommentator noted that paragraphs 5.2(1)6 and 7 (paragraphs 6.2(1)6 and 7 of the proposed Rule)
appeared to require that pro forma baance sheets and income statements of the issuer be prepared for
both the audited year and the interim period. The commentator sought confirmation that the interim pro
forma statements would only be required where an acquisition was effective after the interim period and
therefore was not included in the historica interim statements.

Response:

The proposed Rule requires a pro forma baance sheet only if the acquisition occurred after the date of
the issuer's most recent balance sheet included in the prospectus. If an acquisition occurred during the
issuer's most recent interim period, then a pro forma income statement will be required for the interim
paiod and theissua’s most recently completed financia year. If the acquisition occurred during the issuer's
most recently completed financia year, a pro forma income statement will be required for that year but
not the most recent interim period since the results of the acquired business will be consolidated with the
results of the issuer for that period.

Comment (ii):

The commentator beieved that where pro forma annud financia statements of the issuer have been
provided, the further requirement for afull set of financiad statements of the acquired business is onerous.
The commentator suggested that the requirement be that an updated pro forma interim balance sheet be
included where changes in key ratios from the year-end date to the acquisition date are sgnificant or
materid for either the acquiror or the acquired business.

Response:

The OSC disagrees with this comment. The OSC is of the opinion that, if an acquisition is Sgnificant to
anisue, sgpaate financia statements of the acquired business ought to be included in a prospectus where
the results of the business have not been included in the financid statements of the issuer for acomplete
financid year.
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Comment (iii):

Arother commentator supported the requirement to prepare a pro forma baance sheet as at the date of
themoet reoart finencia statements of the issuer included in the prospectus and the requirement for financia
year and, where gpplicable, interim period pro forma income statements. This brings the Canadian pro
forma requirements more in line with those of the SEC.

Response:
The OSC agrees with this comment.
Comment (iv):

Three commentators noted the structure of the wording of subparagraph 5.2(1)7(b) (subparagraph
6.2(1)7(b) of the proposed Rule) requires adjustment. Subparagraph (b) made reference to the
acquisitions referred to in subparagraph (a), one of which isasignificant acquisition completed during the
mod reomitly completed financia year. Pro forma interim financial statements are not necessary because
thereaults of the acquisition are included in the issuer's historica interim period financid statements for the
entire interim period.

Response:
The OSC agrees with this comment and has revised the proposed Rule.
Comment (v):

Wheninaim financia statements of an acquired business are required to be included in a prospectus, one
commaniatar bdieved the Rule should permit the filing of financia statements covering the stub period from
the beginning of the acquired busnesss last financid year to the date of acquigition by the acquiring
compeny, with comparatives for a period of gpproximeately the same length (e.g., nearest month or quarter
end) This stub period information would facilitate the preparation of the issuer's pro forma income
Satement.
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Response:

An issuer may & its option include additiona financia Statements for a stub period. The issuer 5
nonetheless required to include the interim financia statements for the acquired businesss most recently
completed interim period.

Comment (vi):

Two commentators were of the view that separate disclosure in the notes (subparagraphs 5.2(1)6(c) and
7(d) of the 1999 proposed Rule) should be unnecessary if a clear columnar presentation is used.

Response:

Theproposed Rule has been revised to ddlete this additional requirement because it essentialy duplicated
the disclosure required in subsection 6.2(3) of the proposed Rule, which requires a description of the
undatying asumptions on which the pro forma financial statements are prepared, cross-referenced to each
pro forma adjustment.

Comment (vii):
One commentator recommended that income statements and cash flows only be provided where
meaingful. In many circumstances, pro forma income statements can be mideading as the acquiror may

not be able to achieve the same results as the vendor due to various factors such as economies of scae,
integration with other operations and/or locations, interna management abilities, etc.

Response:
TheOChdieves that readers of pro forma income statements included in the prospectus understand the
puposead limitations of pro forma statements and that, on balance, it is preferable to require them in dl
cases of significant acquisitions, rather than leaving it to an issuer's discretion. Pro forma cash flow
statements are not required under the proposed Rule.

(© Statement of Retained Earnings

Comment:

Two commentators suggested thet the financid statement requirements for significant acquistions should
include reference to a satement of retained earnings.
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Response:

The OSC has added, for greater clarification, areference to statements of retained earnings in paragraph
6.2(1)2 of the proposed Rule.

(d) Disclosure for Acquisition of a Division, Group of Similar Assets
Comment:

Onecommantator bdieved that the proposed Rule should deal with specific issues related to the acquisition
of assets that were part of a group of smilar assats, and the acquisition of adivison from a corporation
where the divison was an integra part of the corporation's business. The commentator suggested that it
IS imperative to bring to the reader's atention that the higtorica financia statements may not be reflective
of what can be achieved in the future. The commentator further noted that it is difficult to become
comfortable with the balance sheet in such ingtances. If the vendor did not segregate the working capital
or use separate credit facilities, the statement of cash flows becomes meaningless. In these ingtances, the
aommentator suggested that only the operations should have to be audited, exclusive of the balance sheet
and statement of cash flows, or that some other concessions should be allowed.

Response:

The OSC recognizes the challenges to which the commentator refers. The CSA's Corporate Finance
Accountants Manua Committee ("CSA Manuad Committee") is addressing the topic.

5. Disclosure Required for Probable Acquisitions
@ Definition of " Probable Acquisition™
Comment (i):

Threecommantatarsbelieved that the determination of a " probable acquistion” should require the existence
of awritten agreement setting out al of the essentia features of the acquistion.

Response:

The OSC disagrees with this comment and believesthat it is undesirable to include such a bright line test
intheddinition of a"probable acquistion” asit can, in some circumstances, be easily avoided by deferring
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fomd Sgingof an agreement to apoint in time well after the time a which the OSC believes an issuer that
is proceeding with the prospectus offering should be making disclosure concerning the acquisition.

Comment (ii):

Two commentatarssuggested that the disclosure required regarding probable acquisitions should be limited
to a"subsequent events' note to the financia statements unless the 100% test in section 5.6 (section 6.3
of the proposed Rule) is met.

Response:

The OSC dissgyess with this comment and believes separate financid satements are important to investors
if the issuer is proceeding with a progpectus offering while at the same time proposing to proceed with a
probable acquisition that is Sgnificant to its business.

Comment (iii):

Threecommentatars suggested that the probable acquisition disclosure requirements be linked to the timely
disclosure policy as set out in Nationa Policy Statement No. 40 Timely Disclosure ("NP 40").

Response:

The OSC bdlieves that the circumstances in which disclosure of a probable acquisition is required are
conggtent with the principles underlying the timely disclosure policy as set out in NP 40. NP 40 defines
metid informeation as any information relating to the business and affairs of an issuer that results or would
reasonably be expected to result in a Sgnificant change in the market price or vaue of any of the issuer's
sauites The OSC bdievestha, if an issuer is pursuing asgnificant acquisition and the likelihood of thet
aouistion being completed is high (as that concept is used in the CICA Handbook), then disclosure of that
probable acquigition is materid.

Comment (iv):

Orecommatator was of the view that the "reasonable person” test would be unworkable in practice, and
would only serve to cause endless debate, after the fact, between issuers and the staff of the OSC.

Response:
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The OSC disagrees. The "reasonable person” test isawell known concept used to express an objective
standard, rather than a subjective standard. Gresater explanation on this point has been added to the

proposed Policy.
(b) Disclosure of Target's Historical Financial Statements
Comment:

One commentator did not agree that financial statements should be provided for "probable” significart
acquistions. The commentator, dong with two other commentators, noted that it may be detrimental for
the acquiree to needledy discloseitsfinancid statements to the public in the event that the transaction is
not completed.

Response:

Given that the disclosure is required only in those circumstances where the likelihood of the acquisition is
high, the OSC believes that the public interest in materia disclosure is paramount in this circumstance.

(© Disclosure of " Purchase Equation”
Comment (i):

Four commentators expressed objection to the requirements in section 5.5 of the 1999 proposed Rule
(section 6.8 of the proposed Rule) regarding significant acquisitions accounted for using the purchase
method.

Two commentators in particular, expressed the view, that the proposa was unnecessary for acquisitions
completed during the current year because most materid information is provided in accordance with the
Handbook in financia statements covered either by an auditor's report or comfort |etter, as gppropriate,
whiletreedimated alocation of the cost of the purchase is evident from the pro forma financid statements
covered by a compilation report. These commentators expresdy suggested that section 5.5 should be
deleted.

Response:

The Handbook distinguishes between mandatory requirements and practices that are encouraged.
Thaeforg itissometimes necessary for the proposed Rule to overlap with subject matter of the Handbook
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inaraumganceswhae the OSC believes that it isimperative that the disclosure be included in a prospectus
and should not be l€ft to the discretion of an issuer and its auditors.

Comment (ii):

Three commentators believed that certain requirements in subsection 5.5(2) of the proposed Rule
(subsection 6.8 of the proposed Rule) were not feasible. One commentator was of the view that the
proposed requirements would creste undue time pressures on issuers and auditors.  The commentator
bdieved thet it would be unreasonable to compel management of the acquiring company to guesstimate the
detalls required by subsection 5.5(2) at such an early stage. The two other commentators noted that in
many cases, particularly those involving a hostile take-over, it would not be possible for an acquiror to
make a reasonable esimate of the purchase price dlocation until sometime after the closing of the
transedion. Bvenin cases where some estimate can be made, the commentators were of the view that such
information is unlikely to be auditable.

Response:

Disclosure of the acquidtion equation is required only in circumstances where the likelihood of the
acquigtion being completed is high. If the acquistion mesets this test, the OSC is of the view thet it is
reesonable to require issuers to estimate the purchase equation, if they have not dready determined it. In
exagptiondl araumdances, the estimate may be incapable of being audited, in which case an exemption may
be appropriate.

Comment (iii):

Threecommartators noted that under present practice, the information contemplated by subsection 5.5(2)
of the 1999 proposed Rule is unaudited and that there is a note to the financid statements to the effect that
any dlocation that has been made is tentative and is subject to revison. The commentators suggested that
this trestment, which is permitted under GAAP, would in effect undo the requirement that the information
be audited.

Response:

Based on reviews by CSA daff of information filed with securities regulatory authorities, the OSC is
satisfied that this is not present practice. The OSC has been and will continue to accept preliminary
estimates as permitted under Canadian GAAP.

6. Exception for Equity Accounted Acquisitions
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Comment (i):

Two commentators questioned the reason for the exception from the requirement to include financial
statements of an acquired business for acquisitions that are to be accounted for on an equity basis. The
commanaarsbdieved that this exception would creste an unwarranted difference from SEC requirements
and further noted that it would be incongstent with the trestment required for ajoint venture interest that
isaooounted for by proportionate consolidation. The commentators recommended that the exemption be
dropped.

Response:

The exception for sgnificant acquisitions accounted for using the equity method is conditiond  upon the
dsdosure encouraged by the Handbook. Irrespective of the SEC practice, the OSC is satisfied with the
afficiency of thisdisclosure. To require additiona disclosure for Sgnificant acquisitions accounted for on
an equity basis would represent a Significant departure from current practice, which the OSC believesis
unwarranted.

Comment (ii):

Another commentator noted that the exception for acquisitions accounted for using the equity method
presumed the availability of audited financia statements of the investee. The commentator suggested that
if thisexdusanis retained in the proposed Rule, the OSC accept reference to areview engagement report,
if any, on the financid statements from which the information was obtained or, dternatively, require a
comfort letter from the investee's accountants that a section 7100 review had been performed on such
financid satements.

Response:

The commentator is correct that the exception is conditiona upon the availability of audited financial
statements of the investee. This condition has been clarified in the proposed Rule. The OSC is not
prepared & this time to make a change to this condition as it believes that it isimportant that the disclosure
be based on audited financid statements.

7. Other Exceptions

Comment:
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Orecommantatar suggested that the OSC should congider adding a provision to permit financial statements
ocovaingaperiod of 9-12 months to satisfy the exemption requirement in paragraph 5.6(1)(a) of the 1999
proposed Rule.

Response:

TheOSC has congdered a provison dong the lines suggested by the commentator and has rejected it as
providing insufficient disclosure for the public.

8. Disclosure for Multiple Acquisitionsthat are not otherwise a Significant Acquisition
Comment (i):

Twooommentators suggested that a provision should be added to section 5.7 of the 1999 proposed Rule
(sdtion 7.2 of the proposed Rule) to provide that if annud financid statements are required for afinancia
year ended less than 90 day's before the date of the prospectus, an issuer may omit the financial statements
for the most recently completed interim period for the prospectus, Smilar to such provisonsin subsection
4.3(2) and subsection 5.4(2) of the 1999 proposed Rule.

Response:

The OSC agrees with the commentators and has added this provision.

Comment (ii):

Twocommentators noted that the test for incluson of financid statements for multiple acquistions that are
not a significant acquisition of related businesses (subsection 5.7(2) of the 1999 proposed Rule) 5
inconggtent with the basic tests for revenue and income, which apply only to the issuer's proportionate
share (paragraphs 2.2(1)2& 3).

Response:

The OSC acknowledges that there is a difference between the measure of what is sgnificant (eg., based
ontheissuer's proportionate share of the acquireg's income) and the threshold for disclosure required for

mutipeaogustons (eg., disclose financid statements for companies representing a maority of the income).
The OSC believes that this difference in formulation is appropriate.
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PART II. GENERAL REQUEST FOR COMMENT

A. Har monization Across Canada
1 Harmonization of Long Form Rules
Comment:

FHvecommeanaors strongly expressed concerns over the practica problems for securities issuers and their
professiond advisors if the proposed Rule becomes effective without corresponding changes in other
Canadian provinces and territories. In lieu of a uniform nationa rule, which would be preferable, the
commentators requested, at a minimum, adminigrative policy guidance from the various commissons
concerning the need for exemptions when filing a prospectus prepared under the proposed Rule.

Response:

The OSC understands the commentators concerns and will continue to diligently work with the CSA to
provide grester guidance to issuers on this point. Please refer to the Notice for further information.

2. Harmonization of Financial Statement Requirementsin a National I nstrument
Comment:

Threecommatators suggested that the CSA consider consolidating certain requirements into one or more
spaaeNaiond Ingruments. Some of the topica suggestions for a Nationd Instrument included: financid
datement requirements of the issuer and acquired businesses, management's discussion and analys's, and
sdected financia data

Response:

The OSC recognizes the merits of consolidating certain requirements, such as the financid statement
requirements for issuers and acquired companies, into one or more separate National Instruments. Given
the statutory time periods required to make a rule and the time available to the OSC before the deemed
Rule replacing Nationd Policy Statement No. 47 Prompt Offering Qudification System is to expire, it
would not have been possible to prepare anew Nationd Instrument, publish it for comment and findize
it. The OSC will congder the commentators suggestion in the future.
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B. Field Testing
Comment:

Two commentators recommended that the proposed Rule be more thoroughly field tested beforeit is put
into effect.

Response:

The OSC encourages market participants to field test the proposed Rule during the comment period.

C. Continuous Disclosur e | ssues

Comment:

Threecommentators expressed their great disgppointment that an integrated continuous disclosure regime
has not been developed coincident with the introduction of the proposed Rule.

Response:
The OSC recognizes that the progpectus disclosure regime would be clearly revant to an integrated

continuous disclosure regime. Staff of the OSC are actively participating in a separate CSA initiative to
develop a proposal for an integrated disclosure system.

D. Special Warrant Offerings

Comment:

Two commentators suggested that the new general prospectus requirements would provide an opportunity
toraionalize the present unsatisfactory trestment of specid warrant offerings and the subsequent exercise
of the warrant and distribution of securities. The commentators suggested that the OSC consider the
benefits that might be achieved through designing a"fast-track” disclosure document that would be filed
before an issue of specia warrants.
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Response:

In the context of the proposed Rule, the OSC has resolved not to provide different trestment for specia
warrant transactions. The OSC is of the view that the differences between specia warrant offerings and
other offerings are mainly with respect to timing. The sgnificance of the progpectus to an issuer's
continuous disclosure record is akey factor in the decision to make no distinction between, and therefore
not establish a separate system for, specid warrant and other offering documents.

E. Financial Statement Disclosur e for Predecessor Entities

Comment:

Two commentators questioned how "materia portion of business' isto be interpreted in the context of
sion44 of the 1999 proposed Rule dedling with the obligation to file financid statements of predecessor
entities. The commentators suggested that the guidance in section 2.1 of the 1999 proposed Policy be
embodied in the proposed Rule.

Response:
Section 4.4 of the proposed Rule has been sgnificantly revised to provide more detailed guidance asto
when financid statements of the issuer's predecessor entity(ies) will be required. Section 4.5 of the

proposed Rule now dedls with reverse take-overs, which were previoudy addressed in section 2.1 of the
1999 proposed Palicy.

F. Disclosure of I ssuer's Financial Statements

Comment:

One commentator suggested that paragraph 4.1(1)2 of the 1999 proposed Rule should be amended to
refer to "statements of surplus’ to encompass a statement of retained earnings, unitholders equity a
partners equity, as circumstances require.

Response:

The OSC has added a reference to a satement of retained earningsin the financid statement disclosure
requirements of issuers and significant acquisitions. The OSC is satisfied with the current practice of
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inapreing'Statement of retained earnings’ to include a statement of unitholders equity or partners equity,
as the circumstances require.

G. Foregn GAAP

1 Definition of " Foreign GAAP"
Comment:

Two commentators suggested that the definition of "foreign GAAP' should be extended by adding the
words "and form a basis for reconciliation to Canadian GAAP".

Response:

The OSC is of the opinion that a body of generaly accepted accounting principles that are as
comprehensve as Canadian GAAP would form the basis of a reconciliation to Canadian GAAP and
therefore has not added the phrase proposed.

2. Standard for " Foreign GAAP"
Comment (i):

Onecommantaor noted that the proposed standards of reporting for foreign issuers and significant foreign
aoqustionsexceed those of the SEC. The commentator suggested that this would make it more costly for
fardgnissasto access Canadian capital markets and for Canadian issuers to make acquisitions of foreign
businesses. The commentator did not gppreciate any policy reason for such high stlandards of foreign
reporting and recommended the deletion of subparagraph 6.1(2)(b)(ii) of the 1999 proposed Rule
(subperagrgph 8.1(2)(b)(ii) of the proposed Rule)to provide Canadian GAAP disclosures for dl significant
fadgnacquisitions. The commentator suggested that the requirements of subparagraph 6.1(2)(b)(i) of the
1999 proposed Rule be applied only to foreign acquisitions significant at the greater than 30% levd.

Response:

The OSC gtrongly believes in the importance to investors of reconciliation of foreign GAAP to Canadian
GAAP and therefore has not made the change suggested.

Comment (ii):
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Onecommantator uggested that where three years of audited annud financid statements of aforeign issuer
aerenuired to be included in a prospectus, the requirement of paragraph 6.1(2)(b) of the 1999 proposed
Rule be gpplied only to the two most recent financid years. The commentator noted that this would be
condggtent with the accommodation the SEC affords to foreign issuers filing a prospectus in the United
States.

Response:

The OSC congdered such a provison and rgected it in view of its strong belief in the importance to
investors of reconciliation to Canadian GAAP and comparability of statements for periods disclosed.

3. Foreign GAAP Comfort L etter
Comment (i):

One commentator disagreed with the requirements contained in subsection 9.9(3) of the 1999 proposed
Rule (subsection 11.9(3) of the proposed Rule). The commentator was of the view that it would be
inappropriate to single out this aspect of the audit of a set of financia statements and attempt to second
guess the qudity of the audit work inthisarea by reading aletter. The commentator believed that these
concerns should continue to be addressed in the comment letter process on a case-by-case basis where
judgment can be exercised. The commentator enumerated specific factors that could be consdered in
exercisng this judgmernt.

Response:

Part of the rule-making processisto standardize requirements gpplicable to al issuers. On balance, the
OSC continues to be of the view that this comfort letter discussing the auditor's expertise to audit the
reconciliation of foreign GAAP to Canadian GAAP and to make the determination that foreign GAAS
(aherthan U.S. GAAYS) is subgtantialy equivaent to Canadian GAAS is an appropriatefiling in al cases.

Comment (ii):

Three commentators noted that responsibility for the preparation of the financia statements rests with the
isue, nottheauditor. A letter from the issuer should outline steps they took in preparing the reconciliation.
Any information concerning the audit procedures performed in connection with the reconciliation should

come directly from the issuer's auditors.

Response:



- 24 -

Thisprovisonintre proposed Rule has been revised to require discussion of the auditor's expertise to audit
the reconciliation rather than prepare the reconciliation.

Comment (iii):

Three commentators questioned how an auditor will be able to confirm that the foreign GAAS gpplied is
"subdantidly equivdent” to Canadian GAAS. The commentators suggested that the OSC provide alist
of foreign jurisdictions with auditing standards that are substantialy equivaent to Canadian standards or,
dternativey, darify the definitions of "subgtantidly equivadent to Canadian GAAS' and "comprehensve'.
Response:

The OSC agrees that a ligt of foreign jurisdictions recognized as having auditing standards that are
Stbgtantialy equivaent to Canadian standards is aworthy objective. However, such alist does not exist
at present and is beyond the scope of the proposed Rule. In the meantime, the responsbility for making
aodetermination as to substantia equivaence and comprehensiveness gppropriately lies with auditors with
expertise in both of the jurisdictionsin question.

Comment (iv):

One commentator was of the view that the SEC approach to dedling with foreign auditors represents a
more practica means of ensuring their qudifications are adequate.

Response:

The OSC is satisfied that the approach adopted in the proposed Rule is practical.

Comment (v):

Onecommentatar uggested that in cases where the foreign jurisdiction's auditing and accounting standards
are not up to Canadian standards, the OSC should require Canadian GAAS reports from Canadian

auditors on Canadian GAAP statements.

Response:
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If a foreign auditor is unable to satisfy the OSC that the foreign accounting standards applied are
subgtantidly equivadent to Canadian GAAP and the foreign auditing standards are as comprehensive as
Canadian GAAS, dternative auditing and reporting standards will be necessary.

H. Compilation Report Requirement

Comment:

Two commentators pointed out that the requirement for a compilation report will introduce a problem in
cross-border filingsin the United States because the SEC does not permit the use of such areport. The
commentators suggested that under the MJDS, the auditor mugt, in effect, undo the report. The
commataors aso noted thet, if the auditor believes a pro forma presentation is mideading, he or she will
refuse to issue a consent.

Response:

The OSC acknomedges the differences in the regimesin thisarea. This had lead to difficulty for sometime
inthis area. Discusson regarding compilation reports and consents are proceeding at this time. Inthe
absence of viable dternatives no changes to the proposed Rule are gppropriate at thistime. In addition,
the Securities Act (Ontario) requires that pro forma financid statements be accompanied by a compilation

report.

l. Auditor's Consent

Comment:

Two commentators expressed concern about the requirements for the auditor's consent |etter contained
in paragraph 9.7(2)(b) of the 1999 proposed Rule (paragraph 11.7(2)(b) of the proposed Rule). The
commantaoarsasorased a number of objections to differences in the drafting between paragraph 9.7(2)(b)
framthe corresponding requirement in section 34 of the Regulation. The commentators objections were:
(D theprovision would apply only to the auditor of the issuer, and not to another reporting accountant; (2)
the date of the auditor's report and the financia statements reported on by the auditor are not identified;
and (3) the statement would gppear to refer to information derived from any financid satementsin the
prospectus (including those that are unaudited or have been reported on by another accountant).
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Response:

The OSC disagrees with the concerns described in (1) and (2) above as the proposed requirement in
guestion addresses the concerns expressed. The OSC agrees with the third concern and has amended
paragrgph 11.7(2)(b) of the proposed Rule to limit the auditor's respongbility to those financia statements
on which the auditor has opined.

J. Auditor's Comfort L etter Regarding Unaudited Statements

Comment:

Twooommentators expressed concern about the auditor's comfort letter to the OSC relating to unaudited
financia statementsin a prospectus.

Response:

Thisareaisbeing congdered. At thistime no change is being made.

K. Disclosure of M aterial Dispositions

Comment:

Three commentators suggested that any proposds for financid statement disclosure relating to materia
dgpastionsshauldincl ude requirements and ogous to those concerning acquisitions, asin the United States.
The commentators were of the view that quantitative thresholds for determining when disclosures are
required for digpogitions are desirable.

Response:
The OSC agrees with the commentators. Standards for "significant” digpositions have been added to the
proposed Form. The CSA Manud Committee plans to include in the next verson of the Corporate

Fnence Acoountarts Manua guidelines with repect to the pro forma financia statement requirements and
ggnificant dispostions.

L. Approved Rating Organizations
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Comment:

One commentator opposed including three United States rating agenciesin the definitions of "gpproved
raingarganization” and "gpproved rating” until such time as the SEC agrees to recognize Canadian-based
agencies as "Nationaly Recognized Statistical Rating Organizations'. The commentator noted thet the
objection to giving the rating agencies access to the Canadian markets is not acomment on their gbility.
Response:

The OSC received submissons from each of the three United States rating agencies in question and
believes, based on the submissions received, that the Canadian market is served by recognizing them.

M. Long Form Prospectus Form

1 Instructionsto Form 41-501F1

Comment (i):

Ingtruction (6) of theinitid instructions to the 1999 proposed Form uses a"more likely than not” criterion
incomnection with an evauation as to whether a person or company will become a subsidiary or investee.
Three commentators noted that this differs from the definition of "probable acquistion” and questioned
whether it isintended to have two standards of disclosure, being one for the qualitative disclosuresin the
body of the prospectus and one for the financia disclosuresin the prospectus.

Response:

The OSC believes that the difference is appropriate in the circumstances.

Comment (ii):

In paragraph (b) of the Instruction to Item 4.2 of the 1999 proposed Form dealing with intercorporate

relationships, one commentator recommended the deletion of the modifiers"sales and operating” in front
of the term "revenue’.
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Response:

The specific reference to saes and operating revenue is deliberate in order to exclude miscellaneous
revenue, such asinterest.

Comment (iii):

In Ingruction (4) to Item 8.4 of the 1999 proposed Form, it was unclear to two commentators whether
the reference to accounting recommendations and practices is intended to mean recommendations and
practices in Canada and/or foreign jurisdictions. The commentators suggested that the ingtruction should
refer to Canadian recommendations and practices.

Response:

The OSC agrees and has revised the ingtruction accordingly.

2. Form 41-501F1

@ Distribution

The commentator noted that Item 1.4(7) of the 1999 proposed Form referred to expenses of the
digtribution, but that there was no requirement in this Item to disclose the amount of such expenses.

Response:
The OSC is of the view that disclosure of the portion of the expenses to be borne by the sdling
securityholder is more informative than disclosure of the amount of such expenses.
(b) Acquisitions and Dispositions
Comment (i):

Two commeantaors questioned whether the reference in Item 5.2(1)(a) of the 1999 proposed Form to any
ggnificant acquigition should include any sgnificant probable acquidtion.

Response:
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Thetam"ggnificant acquisition” does include sgnificant probable acquistions. An interpretation provison
to this effect has been added to the proposed Rule.

Comment (ii):

The commentators suggested that, for purposes of Item 5.2(2)(e) of the proposed Form, pro forma
firenad datamats or other pro forma presentation should be considered for acquisitions and digpositions.

Response:
TheOSCencouragesthe use of  pro forma financid satementsin thisarea The CSA Manuad Committee
plas to include in the next version of the Corporate Finance Accountants Manua guidelines with respect
to the pro forma financid statement requirements and significant dispositions.

(© I ssuerswith Asset-backed Securities Outstanding

Comment:

It was unclear to two commentators whether, in Item 6.2(e), payments of principa and interest are to be
disclosed separately or in the aggregate.

Response:

A clarification has been added to the proposed Form.
(d) Annual Information

Comment:

With respect to Item 8.1 of the 1999 proposed Form, two commentators favoured disclosure d
summarized annud financid information for at leest five years.

Response:

The OSC has decided to move to a three year financid statement history requirement and, consequently,
doesnat believethat it is gppropriate or desirable to require issuers to include selected financia information
for five years without the underlying financia statements being included in their entirety. Under the
proposed Rule, the inclusion of sdected financid information for earlier yearsis discretionary.
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(e Quarterly Information
Comment (i):

One commentator beieved issuers making an initid public offering should be exempted from the
requirement for quarterly information in Item 8.2 of the 1999 proposed Form. In the commentator's
experience, most |PO issuers do not have quarterly financid information available and it would require a
sgnificant accounting effort on the part of management to prepare this information. There also would be
ggnificant additional coststo the issuer because the underwriters would want assurances on this financia
information in the auditors comfort |etter.

Response:

The OSC recognizes the difficulties identified by the commentator and has modified Item 8.2 to require an
iU, thet has not been areporting issuer for the eight most recently completed quarters ending at the end
of the most recently completed financid year, to provide the quarterly information for the period that the
isSUer was not a reporting issuer only if the issuer has otherwise prepared quarterly financid statements for
that period.

Comment (ii):

Two commentators noted that the period to be covered in the disclosure under Item 8.5 of the 1999
proposed Form of the amount of preiminary expenses dready expended and the estimated future
expenditures is not clear. In the Situation of a natura resource company in the exploratory stage, for

example, it may not be possible to make areasonable estimate of preliminary expenses remaining to be
incurred in future.

Response:

On further consideration, this Item has been deleted and what was Item 8.6 in the 1999 proposed Form
has been expanded [now Item 8.5] to ded with businesses till in the development stage.

Q) Management's Discussion and Analysis
Comment:

Onecommentator agresd that only two discussions are needed for MD& A relating to the last three financid
years in Item 8.6 of the 1999 proposed Form. The commentator further suggested that there were a



-31-
significant number of Stuations where an integrated discussion of, eg., 1997 vs. 1996 vs. 1995 5
preferable to discrete discussions of 1997 vs. 1996 and 1996 vs. 1995.
Response:
A dlaification to this effect has been added to the Form.

(9) Earnings Coverage Ratios
Comment (i):
Four commentators expressed concern that the earnings coverage ratios, as caculated according to Item
9 of the 1999 proposed Form, could be mideading. Three of these commentators expressed concern
regarding the effect of dasdficaion of financid ingruments as "compound indruments' or "equity
ingruments’.

Threedf the commentators were of the view that making pro forma adjustments to the denominator, but
not to the numerator of the ratio, could lead to the mideading results.

Response:

The OSC gppreciates the limitations of the earnings coverage calculaions, but has refrained from making
changes that would represent a departure from GAAP. Instead, in response to the specific comment
regarding "compound ingruments’, additiona disclosure is required in the proposed Form, namely to re-
cdculate and disclose the ratios asif the equity component had been accounted for as delt.

N. L ong Form Companion Palicy

1 Applications for Exemption from Requirement to Include Financial Statements of the
| ssuer

Comment (i):

Two commentators recommended that the matters discussed in section 2.2 of the 1999 proposed Policy
regarding potentia relief be identified only as factors to be considered when an exemption is requested, so
asto avoid unduly raising the hopes of issuers who do not wish to comply with the requirements.
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Response:

Clarification to this effect has been added to the proposed Policy.

Comment (ii):

Thecommeaniators noted that failure to provide comparative figures, as contemplated by subsection 2.2(5)
of the1999 proposed Poalicy, represents a departure from GAAP, unless the information is not reasonably
odeminable. The commentators suggested the issue should be not that the entity did not prepare interim
financia statements, but that the entity is unable to prepare such statements.

Response:

The proposed Policy has been revised to reflect this comment.

2. Extension of Period for |ssuance of Recelpt

Comment:

Threecommentators suggested that subsection 6.1(3) of the 1999 proposed Policy is no longer necessary
because the proposals in Part 4 of the 1999 proposed Rule provide specific timing requirements for the
issuer's financid statements included in the find prospectus.

Response:

The OSC agrees with this comment and has revised the proposed Policy accordingly.

3. Generally Accepted Auditing Standards

Comment:

Thethird sentence in section 4.2 of the 1999 proposed Policy states that the foreign auditor's report must
beaccompenied by a statement that the auditing standards applied are substantialy equivaent to Canadian
GAAS and include a comment disclosing any materid differencesin the form and content of the foreign

auditorsreport. The commentators suggested that the first stlatement should be included in the letter to be
required by the OSC from the foreign auditor, whereas the latter statement should accompany the auditor's

report.
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Response:

The OSC considered the suggestion but decided to retain the requirement that aforeign auditor's report
indudeadateamat that the foreign auditing sandards gpplied since thisis important disclosure for investors.

4, Additional Guidance Regarding | dentification of Audited and Unaudited Information
Comment:

Two commeantaors noted that in the text of a prospectus, issuers and their professional advisors often wish
tousethecgations "audited” and "unaudited” to indicate which information is derived from audited financid
datements, and which from unaudited statements. The commentators considered this practice potentialy
mideading, ance normdlly it isonly financiad statements that are audited, and the danger is that a reader will
assume that any figures not identified as unaudited (and possibly other information as well) have been
audited or derived from audited financid statements. The commentators suggested it would be helpful if
guidance on this practice was incorporated in the proposed Policy.

Response:

The OSC has decided to rely on the judgment of issuers and their advisors as to the manner most
appropriate for marking information derived from financid statements.

5. Business Acquisition Disclosure

Comment:

Two commentators believed that the decison chart attached as Appendix A to the Companion Policy
rdating to business acquigtions disclosure will be hepful to issuers and their advisers. The commentators
painted out thet the first box on the right side of the page should refer to audited income statements for two,
rather than three, years and the third box in the same vertica column should make reference to the
requirement for a pro forma baance sheet and income statement.

Response:

The OSC agrees with this comment.
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0. Drafting Style

1. Providing Examples and More Guidance
Comment:
Two commantaars recommended the development of additiona guidance in the proposed Policy asto the

interpretation of the proposed Rule and the proposed Form in specific Stuations. They aso strongly
encouraged the OSC to include examples in the proposed Policy illustrating the gpplication of the proposed

Rule and proposed Policy.

Response:

The OSC has added some examples in the proposed Policy in response to this comment.

2. Obscure and L egalistic Drafting Style

Comment:

Three commentators expressed significant concern with the obscure and overly legdidtic style of the text.
Many of the detailed provisions require the reader to refer back and forth from paragraph to paragraph
inorder to decipher their intent. The commentators encouraged the re-drafting of the proposasin smpler
form and language.

Response:

The OSC is sympathetic to this concern and hopes that the re-drafting in the proposed Instruments is
responsive to this comment.
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