Appendix D-3

Form 45-106F2
Offering Memorandum for Non-Qualifying I ssuers

Date: [Insert the date from the certificate page.]

The Issuer

Name:

Head office:  Address:
Phone #:
E-mail address:
Fax #:

Currently listed or quoted? [If no, statebold type “These securities do not trade on any exchange or
market”. If yes, state where, e.g., TSX/TSX Venture Exchgnge.

Reporting issuer? [Yes/No. If yes, state where.]

SEDAR filer? [Yes/No]

The Offering

Securities offered:

Price per security:

Minimum/Maximum offering: [If there is no minimum, sta&8”as-thén bold type: There is nominimum.”
and also statm bold type “You may be the only purchaser]

State in bold typeFunds available under the offering may not be sufficiet to accomplish our proposed

objectives.
Minimum subscription amount: [State the minimum amounh @estor must invest, or state “There is no

minimum subscription amount an investor must invest.”]

Payment terms:

Proposed closing date(s):

Income tax consequences: There are important tax carseegito these securities. See item 6. [If income tax
consequences are not material, delete this item.]

Selling agent? [Yes/No. If yes, state “See itemTHe name of the selling agent may also be stated.]

Resale restrictions
State: “You will be restricted from selling your secestifor [4 months and a day/an indefinite period]. See
item1310."

Purchaser's rights

State: “You have 2 business days to cancel your agreempuatdhase these securities. If there is a
misrepresentation in this offering memorandum, you haveagheto sue either for damages or to cancel the
agreement. See iteh2.11”



State in bold type:

“No securities regulatory authority or regulator has assessed the merits of these securities or revidwe
this offering memorandum. Any representation to the contary is an offence. This is a risky investment.
See itemS:8.”

[All of the above information must appear on a single covge pa



Iltem 1: Use ofAvailable Funds

1.1Funds - Using the following table, disclose the funds availasa result of the offering. If
the issuer plans to combine additional sources of funditigtiae available funds from the
offering to achieve its principal capital-raising purposeagdeprovide details about each
additional source of funding. If there is no minimuffeong, state “$0” as the minimum.

Disclose alsdhe amount of any working capital deficiepiyany, of the issuer as at a date not
more than 30 days prior to the date of the offering mendoran If the working capital
deficiency will not be eliminated by the use of availdhleds, state how the issuer intends to
eliminate or manage the deficiency.

Assuming min. Assuming max.
offering offering

A. | Amount to be raised by this offering $ $

B. | Selling commissions and fees $ $

C. | Estimated offering costs (e.qg., legal, $ $

accounting, audit.)

D. | Available funds: D = A - (B+C) $ $

E. Additional sources of funding required $ $

F. | Fetal-D+BEWorking capital deficiency $ $

G. |TotaH=(D+E)-F $ $

1.2 Use of Available Funds - Using the following table, provide a detailed breakdowhaof

the issuer will use the available funds. If any ofdkailable funds will be paid to a related
party, disclose in a note to the table the name ofala¢ed party, the relationship to the issuer,
and the amount. If the issuer has a working capitatidefty, disclose the portion, if any, of the
available funds to be applied against the working capifalidecy. If more than 10% of the
available funds will be used by the issuer to pay debtl@aésuer incurred the debt within the
two preceding financial years, describe why the debt masried.

Description of intended use of available funds listedAssuming min. Assuming max.
in order of priority offering offering

$ $

$ $
Total: Equal to~G in the Funds table above $ $




1.3 Reallocation - The available funds must be used for the purpose®sisi in the offering
memorandum. The board of directors can reallocatpribmeeds to other uses only for sound
business reasons. If the available funds may be ca##id, include the following statement:

“We intend to spend the available funds as statedwilVesallocate funds only for
sound business reasons.”

Item 2: Business of [name of issuer or other term used to reféo issuer]

2.1 Structure - State the business structure (e.g., partnership, @igoor trust), the statute and
the province, state or other jurisdiction under which ¢kaer is incorporated, continued or
organized, and the date of incorporation, continuanceganaation.

2.20ur Business - Describe the issuer's business. The disclosureprmatle sufficient
information to enable a prospective purchaser to makef@med investment decision. For a
non-resource issuer this disclosure may include principalygts or services, operations,
market, marketing plans and strategies and a discussiba @suer’s current and prospective
competitors. For a resource issuer this will requidescription of principal properties
(including interest held) and a summary of materiadnmiation including, if applicable: the
stage of development, reserves, geology, operations, pi@daad mineral reserves or mineral
resources being explored or developéhrerally-this-deseription-should-notexceed 2 p#Ayes.
resource issuer disclosing scientific or technical imition for a mineral project must follow
General Instruction A.8 of this FornA resource issuexho-diselosedisclosinginformation
about its oil and gas activities must follow Generatriregion A.9 of this Form.

2.3Development of Business - Describe (generally, in one or two paragraphs) tnerge
development of the issuer's business over at leastatsbst recently completed financial years
and any subsequent period. Include the major eventsabatdtcurred or conditions that have
influenced (favourably or unfavourably) the developmenhefissuer.

2.4Long Term Objectives - Bisclosdescribe each significant event that must occur to
accomplishthe issuers long term objectivestate the specific time period in which each event
is expected to occur, and the costs related to each event




2.5 Short Term Objectives and How We I ntend to Achieve Them
(a) Disclose the issuer's objectives for the next 12 nsonth

(b) Using the following table, disclose how the issuer inseiodmeet those objectives
for the next 12 months.

Target completion date
or, if not known, number
What we must do and how we willdo it | of months to complete Our cost to complete

$

$

2.6 Inaufficient Funds

If applicable, disclose that the funds available assalt of the offering either may not or will
not be sufficient to accomplish all of the issuer'spps®ed objectives and there is no assurance
that alternative financing will be available. If altative financing has been arranged, disclose
the amount, source and all outstanding conditions that bausatisfied.
2.7 Material Agreements - Disclose the key terms of all material agreements

(@) to which the issuer is currently a party, or

(b) with a related party

including the following information:

(1) if the agreement is with a related party, the nanteéefelated party and the
relationship,

(i) a description of any asset, property or interest acqudisdosed of, leased,
under option, etc.,

(i)  adescription of any service provided,

(iv)  purchase price and payment terms (e.g., paid in instalneasts, securities
or work commitments),

(v) the principal amount of any debenture or loan, the repalyteems,
security, due date and interest rate,



Item 3: Interests of Directors, Management, Promoters and Princial Holders

(vi)

the date of the agreement,

(vii)  the amount of any finder's fee or commission paid or paytald related
party in connection with the agreemestg

(viii) any material outstanding obligations under the agreeraadt

(ix) for any transaction involving the purchase of assets balerof assets to

the issuer from a related party, state the costeofisets to the related

party, and the cost of the assets to the issuer

3.1 Compensation and SecuritiesHeld - Using the following table, provide the specified

information about each director, officer and promaffethe issuer and each person who, directly

or indirectly, beneficially owns or controls 10% ormamf any class of voting securities of the
issuer (a “principal holder”). If the principal holdemst an individual, state in a note to the

table the name of any person that, directly or indiyebeneficially owns or controls more than
50% of the voting rights of the principal holder. If iesuer has not completed its first financial

year, then include compensation paid since inception. Compensatiodes any form of
remuneration including cash, shares and options.

Name and
municipality
of principal
residence

Positions held (e.g.
director, officer,
promoter and/or
principal holder)
and the date of
obtaining that
position

Compensation paid by
issuer or related party in
the most recently
completed financial year
and the compensation
anticipated to be paid in
the current financial year

Number, type
and
percentage of
securities of
the issuer
held after
completion of
min. offering

Number, type
and
percentage o
securities of
the issuer
held after
completion
of max.
offering

f

3.2 Management Experience - Using the following table, disclose the principal wgations of
the directors and executive officers over the pastyeags. In addition, for each individual,
describe any relevant experience in a business simithetissuer's.

Name

Principal occupation and related experience




3.3 Penalties, Sanctions and Bankruptcy

(a) Disclose any penalty or sanction (including the redsoit and whether it is
currently in effect) that has been in effect duringlédst 10 yearsor any cease
trade order that has been in effect for a period ofrtitan 30 consecutive days
during the past 10 yeaagainst

(1) a director, executive officer or control person ofidseier, or

(i) an issuer of which a person referred to in (i) aboveandisector, executive
officer or control person at the time.

(b) Disclose any declaration of bankruptcy, voluntary assgnt in bankruptcy,
proposal under any bankruptcy or insolvency legislatior;gaadings,
arrangement or compromise with creditors or appointroeateceiver, receiver
manager or trustee to hold assets, that has beereat difring the last 10 years
with regard to any

(1) director, executive officer or control person of tesuier, or

(i) issuer of which a person referred to in (i) above wdiseztor, executive
officer or control person at that time.

3.4 oans - Disclose the principal amount of any debenture ar, @ repayment terms,
security, due date and interest rate due to or from thetdns, management, promoters and
principal holders as at a date not more than 30 days pribetdate ofhe offering
memorandum.

Item 4: Capital Structure

4.1 Share Capital - Using the following table, provide the required inforimatabout
outstanding securities of the issuer (including optiorsyants and other securities convertible
into shares). If necessary, notes to the tablebmagdded to describe the material terms of the
securities.

Description Number Number Number
of security | Number outstanding as at outstanding | outstanding
authorized to [a date not more | after min. after max.




be issued than 30 days offering offering
prior to the
Price per | offering
security | memorandum
date]

4.2 Long Term Debt - Using the following table, provide the required informatdaout
outstanding long term debt of the issuer. Disclosecthirent portion of the long-term debt due
within 12 months of the date of the offering memorandtirthe securities being offered are
debt securities, add a column to the table disclosingnieunt of debt that will be outstanding
after both the minimum and maximum offering. If the dslawed to a related party, indicate
that in a note to the table and identify the relatedypart

Amount outstanding at [a
Description of long date not more than 30
term debt (including days prior to the offering
whether secured) Interest rate Repayment terms memorandum date]

$

$

4.3Prior Sales - If the issuer has issued any securities of the blaisg offered under the
offering memorandum (or convertible or exchangeable mecaclass being offered under the
offering memorandum) within the last 12 months, use theviaig table to provide the
information specified. If securities were issued inhexge for assets or services, describe in a
note to the table the assets or services that wevelpt



Type of security| Number of

Date of issuance| issued securities issued | Price per security Total funds receiveq

Iltem 5: Securities Offered

5.1 Termsof Securities- Describe the material terms of the securities beffeged, including:

(@)
(b)
(€)
(d)

voting rights or restrictions on voting,
conversion or exercise price and date of expiry,
rights of redemption or retraction, and

interest rates or dividend rates.

5.2 Subscription Procedure

(@)

(b)

(€)

Describe how a purchaser can subscribe for the sesuaitizk the method of
payment.

State that the consideration will be held in trust thiedperiod that it will be held
(refer at least to the mandatory two day period).

Disclose any conditions to closing, e.g., receipt oftagthl funds from other
sources. If there is a minimum offering, discloseewbkonsideration will be
returned to purchasers if the minimum is not,raetl whether the issuer will pay
the purchasers interest on consideration.

Item 6: Income Tax Consequences and RRSP Eligibility

6.1 State: “You should consult your own professional adviseobtain advice on the income
tax consequences that apply to you.”

6.2If income tax consequences are a material aspect eétheities being offered (e.g., flow-
through shares), provide



(a) a summary of the significant income tax consequenc€sitadian residents, and
(b)  the name of the person providing the income tax disaoisua).

6.3 Provide advice regarding the RRSP eligibility of the séesrand the name of the person
providing the advice or state “Not all securities amgilde for investment in a registered
retirement savings plan (RRSP). You should consult gaur professional advisers to obtain
advice on the RRSP eligibility of these securities.”

Item 7: Compensation Paid to Sellers and Finders

If any person has or will receive any compensation,(ecgnmission, corporate finance fee or
finder's fee) in connection with the offering, provide thkofving information to the extent
applicable:
(a) a description of each type of compensation and the &stthamount to be paid
for each type,

(b) if a commission is being paid, the percentage that therassion will represent
of the gross proceeds of the offering (assuming both thignoam and maximum
offering),

() details of any broker's warrants or agent's optioriuthicg number of securities
under option, exercise price and expiry date), and

(d) if any portion of the compensation will be paid in sé&@s, details of the
securities (including number, type and, if options or wastahe exercise price
and expiry date).

ltem 8: ltem-9+-Risk Factors

Describe in order of importance, starting with the niegtortant, the risk factors material to the
issuer that a reasonable investor would consider impantaletciding whether to buy the issuer's
securities.



Risk factors will generally fall into the following tbe categories:

(@) Investment Risk - risks that are specific to the saesriieing offered. Some
examples include
. arbitrary determination of price,
. no market or an illiquid market for the securities,
. resale restrictions, and
. subordination of debt securities.

(b) Issuer Risk - risks that are specific to the issuemesexamples include
. insufficient funds to accomplish the issuer's busiobgsctives,
. no history or a limited history of sales or profits,
. lack of specific management or technical expertise,
. management's regulatory and business track record,
. dependence on key employees, suppliers or agreements,
. dependence on financial viability of guarantor,
. pending and outstanding litigation, and
. political risk factors.

() Industry Risk - risks faced by the issuer because ofhthestry in which it
operates. Some examples include
. environmental and industry regulation,
. product obsolescence, and
. competition.

ltem 9: Hem-10:-Reporting Obligations

9.1 10-1Disclose the documentmcluding any financial information required by the isssier’
corporate legislation, constating documents, or otbeumhents under which the issuer is
organizedthat will be sent to purchasers on an annual or omgdaasis. If the issuer is not
required to send any documents to the purchasers on arl annnegoing basis, state in bold

type: “We are not required to send you any documents on an annual ongoing basis.”

9.2 10.2If corporate or securities information about the isssi@vailable from a government,
securitiegegulatory authorityr regulator SRO or quotation and trade reporting system,
disclose where that information can be located (inotp@vebsite address).



ltem 10: tem11-Resale Restrictions

10.111 1 General Statement - For trades in Alberta, Britistu@bia, New Brunswick,
Newfoundland and Labrador, Northwest Territories, Nos@ti&, Nunavut, Prince Edward
Island, Québeand Saskatchewaand Yukon state:

“These securities will be subject to a number ofleessstrictions, including a restriction
on trading. Until the restriction on trading expirgeu will not be able to trade the
securities unless you comply with an exemption from pgrespectus and registration
requirements under securities legislation.”

10.211 2Restricted Period - For trades in Alberta, British @adin, New Brunswick,
Newfoundland and Labrador, Northwest Territories, Nos@ti&, Nunavut, Prince Edward
Island, Québeend Saskatchewaand Yukonstate one of the following, as applicable:

(a) If the issuer is not a reporting issuer in a jurisdictat the distribution date state:

“Unless permitted under securities legislation, you catrade the securities
before the date that is 4 months and a day after thdidséet name of issuer or
other term used to refer to the issuer] becomes a negpdssuer in any province
or territory of Canada.”

(b) If the issuer is a reporting issuer in a jurisdictiothatdistribution date state:

“Unless permitted under securities legislation, you catrade the securities
before the date that is 4 months and a day after ttrébdion date.”

10.311-3Manitoba Resale Restrictions - For trades in Manitdltbe issuer will not be a
reporting issuer in a jurisdiction at the time the ségusiacquired by the purchaser state:

“Unless permitted under securities legislation, you mosttrade the securities without
the prior written consent of the regulator in Manitoiodess

(@) [name of issuer or other term used to refer to isswexfiled a prospectus with
the regulator in Manitoba with respect to the securytshave purchased and
the regulator in Manitoba has issued a receipt for tluspgctus, or

(b) you have held the securities for at least 12 months.



The regulator in Manitoba will consent to your tradehé regulator is of the opinion that
to do so is not prejudicial to the public interest.”

ltem 11: Hem-12:-Purchasers' Rights

State the following:

“If you purchase these securities you will have centigints, some of which are described
below. For information about your rights you shouldstdina lawyer.

(1) Two Day Cancellation Right - You can cancel your agnexg to purchase these securities.
To do so, you must send a notice to us by midnight on tthé@siness day after you sign the
agreement to buy the securities.

(2) Statutory Rights of Action in the Event of a Misregeetation - [Insert this section only if
the securities legislation of the jurisdiction in whinithe trade occurs provides purchasers with
statutory rights in the event of a misrepresentatican offering memorandum. Modify the
language, if necessary, to conform to the statutory righttshere is a misrepresentation in this
offering memorandum, you have a statutory right to sue:

€) [name of issuer or other term used to refer to issoerdicel your agreement to
buy these securities, or

(b) for damages against [state the name of issuer or otineuteed to refer to issuer
and the title of any other person against whom theégigie available].

This statutory right to sue is available to you whetirenot you relied on the misrepresentation.
However, there are various defences available to tfeapgor companies that you have a right
to sue. In particular, they have a defence if you knéwhe misrepresentation when you
purchased the securities.

If you intend to rely on the rights described in (ajmrabove, you must do so within strict time
limitations. You must commence your action to cancektireement within [state time period
provided by the securities legislation]. You must comme& action for damages within
[state time period provided by the securities legislation.]

(3) Contractual Rights of Action in the Event of a M@resentation - [Insert this section only if
the securities legislation of the jurisdiction in whnithe purchaser is resident does not provide



purchasers with statutory rights in the event of sr@presentation in an offering memorandum.]
If there is a misrepresentation in this offering memduam, you have a contractual right to sue
[name of issuer or other term used to refer to issuer]:

(a) to cancel your agreement to buy these securities, or
(b) for damages.

This contractual right to sue is available to you whetber not you relied on the
misrepresentation. However, in an action for damatpesamount you may recover will not
exceed the price that you paid for your securities andnatllinclude any part of the damages
that [name of issuer or other term used to refer taesproves does not represent the
depreciation in value of the securities resulting from tinsrepresentation. [Name of issuer or
other term used to refer to issuer] has a defencea iproves that you knew of the
misrepresentation when you purchased the securities.

If you intend to rely on the rights described in (ajmrabove, you must do so within strict time
limitations. You must commence your action to caneelagreement within 180 days after you
signed the agreement to purchase the securities. Youcmunshence your action for damages
within the earlier of 180 days after learning of the misregméation and 3 years after you signed
the agreement to purchase the securities.”

ltem 12: Hem-13:-Financial Statements

Include in the offering memorandum immediately beftwedertificate page of the offering
memorandum all required financial statements as se ¢l Instructions.

ltem 13: #em-14-Date and Certificate
State the following on the certificate page of thewfig memorandum:
“Dated [insert the date the certificate page of thermifememorandum is signed].

This offering memorandum does not contain a misrepresentgin.”

I ” be-signed by






Instructions for Completing
Form 45-106F2
Offering Memorandum for Non-Qualifying I ssuers

General Instructions

Draft the offering memorandum so that it is easy s@lrend understand. Be concise and
use clear, plain language. Avoid technical terms. If teelhrterms are necessary,
provide definitions.

Address the items required by the form in the order getnothe form. However, it is
not necessary to provide disclosure about an itendthed not apply.

The issuer may include additional information in thesofiy memorandum other than
that specifically required by the form. An offering meartum is generally not required
to contain the level of detail and extent of disctestequired by a prospectuS.enerally,
this description should not exceed 2 pagétowever, an offering memorandum must
provide a prospective purchaser with sufficient informattonmake an informed
investment decision.

The issuer may wrap the offering memorandum around a mtospar similar document.
However, all matters required to be disclosed by therinffememorandum must be
addressed and the offering memorandum must provide a cressaed to the page
number or heading in the wrapped document where the releyamnhation is contained.
The certificate to the offering memorandum must be fremtio indicate that the offering
memorandum, including the document around which it is wrappezs dot contain a
misrepresentation.

It is an offence to make a misrepresentation in therioff memorandum. This applies
both to information that is required by the form andatwlitional information that is
provided. Includeparticulars of any material fagtwhich have not been disclosed under
any of the Item numbersind for which failure to disclose would constitute a
misrepresentation irthe offering memorandum. Refer also to section 3.8([)
Companion Policy 45-106CP for additional information.




|
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10.

11.

#When the term “related party” is used in this formefers to:

(a) a director, officer, promoter or control person a tbsuer,

(b) in regard to a person referred to in (a), a child, pageahdparent or sibling, or
other relative living in the same residence,

(c) in regard to a person referred to in (a) or (b), his ospeuse or a person with
whom he or she is living in a marriage-like relationship,

(d) an insider of the issuer,
(e) a company controlled by one or more individuals referoed {a) to (d), and

® in the case of an insider, promoter or control perkahis not an individual, any
person that controls that insider, promoter or conteoson.

(If the issuer is not a reporting issuer, the refezete “insider” includes persons or
companies who would be insiders of the issuer if thaerssere a reporting issuer.)

Disclosure is required in item 3.1 of compensation paid trec indirectly by the issuer
or a related party to a director, officer, promoter angbrincipal holder if the issuer
receives a direct benefit from such compensation paid.

Refer to National Instrument 43-1(Bandards of Disclosure for Mineral Projects (NI
43-101) when disclosing scientific or technical informationa mineral project of the
issuer.

If an oil and gas issuer is disclosing information aktaubil and gas activitiest must
ensure that the information is disclosed in accordantte Rart 4 and Part 5 of National
Instrument 51-101 Standards of Disclosure for Oil and Gasies (NI 51-101). Under
section 5.3 of NI 5101101, disclosure of reserves or resources must be consisiidn
the reserves and resources terminology and categotiestsan the Canadian Oil and
Gas Evaluation Handbook. For the purposes of this inginjageferences to reporting
issuer in Part 4 and Part 5 of NI 51-101 will be deemeddade all issuers.

Securities legislation restricts what can be tolchtestors about the issuer's intent to list
or quote securities on an exchange or market. Refegpglicable securities legislation
before making any such statements.

If an issuer uses this form in connection with a distrdyutinder an exemption other
than section 2.9offering memorandum) of National Instrument 45-10Brospectus and
Registration Exemptions, the issuer must modify the disclosure in item 11 toecbly



12.

describe the purchaser's rights. If a purchaser does wet dtatutory or contractual
rights of action in the event of a misrepresentatiothé offering memorandum, that fact
must be stated in bold on the face page.

During the course of a distribution of securities, anwtemal forward-looking
information disseminated must only be that which iostin the offering memorandum.
If an extract of FOFI, as defined in National Instrum&h-102Continuous Disclosure
Obligations (NI 51-102), is disseminated, the extract or summary museaésonably
balanced and have a cautionary note in boldface gtétat the information presented is
not complete and that complete FOFI is included in ffeiog memorandum.

Financial Statements - General

All financial statements, operating statements forodnand gas property that is an
acquired business or a business to be acquired and suadhfinancial information as
to the assets, liabilities and results of operatidng lbusiness relating to an acquisition
that is, or will be, an investment accounted for by ifseier using the equity method
included in the offering memorandum must comply with Natidnatrument 52-107
Acceptable Accounting Principles, Auditing Standards and Reporting Currency (NI 52-
107), regardless of whether the issuer is a reportingrissueot. Under NI 52-107, a
non-qualifying issuer that uses Canadian GAAP cannot ufsdlifial reporting as set
out in the Handbook.

Include all financial statements required by these instmgtian the offering
memorandum immediately before the certificate pagbebffering memorandum.

If the issuer has not completed one financial yeatsdirst financial year end is less than
120 days from the date of the offering memorandum, includethen offering
memorandum financial statements of the issuer consisting

(&) anincome statement, a statement of retained earmigs eash flow statement
for the period from inception to a date not more than 98 tefore the date of
the offering memorandum,

(b) a balance sheet as at the end of the period refernegpémagraph (a), and
() notes to the financial statements.

If the issuer has completed one or more financial syearclude in the offering
memorandum annual financial statements of the issuneisting of:

(&) anincome statement, a statement of retained earmigs eash flow statement
for



(1) the most recently completed financial year that endexk tihhan 120 days
before the date of the offering memorandum, and

(i) the financial year immediately preceding the financialrye clause (i), if
any,

(b) a balance sheet as at the end of each of the peefsileed to in paragraph (a),
and

() notes to the financial statements.

If the issuer has completed one or more financial syearclude in the offering
memorandum interim financial statements of the issamprised of:

(@) an income statement, a statement of retainednggrand a cash flow statement
for the most recently completed interim period thategh

(i) more than 60 days before the date of the offering onendum, and
(i) after the year-end date of the financial statet®ieequired under B.4(a)(i),

(b) an income statement, a statement of retainedngmriaind a cash flow statement
for the corresponding period in the immediately preggdimancial year, if any,

(c) a balance sheet as at the end of the periods edduyrparagraphs (a) and (b), and

(d) notes to the financial statements.

An issuer is not required to include tbemparativefinancial statemenigformation for
the period in B.4.(a)(i)) in an offering memorandum hietissuer includes financial
statements for a financial year ended less than 120k#dgse the date of the offering
memorandum.

For an issuer that is not an investment fund, the terarim period” has the meaning

set out in NI 51-102. In most cases, an interim peri@dasriod ending nine, six, or three
months before the end of a financial year. For ameisshat is an investment fund, the
term “interim period” has the meaning set out in Natiofradtrument 81-106 —

Investment Fund Continuous Disclosure (NI 81-106).

The comparative financial information required under B.%nd (c) may be omitted if
not previously prepared.

The financial statements required by B.3 and the finastaaéments of the most recently
completed financial period referred to in B.4 must betaddiThe financial statements
required under B.5, B.6 and the comparative financial infdomaequired by B.4 may



10.

11.

12.

13.

14.

15.

be unaudited; however, if any of those financial stat@ms have been audited, the
auditor’s report must be included in the offering memduam

Refer to National Instrument 52-108uditor Oversight for requirements relating to
reporting issuers and public accounting firms.

All unaudited financial statements and unaudited compasatnust be clearly labelled
as unaudited.

If the offering memorandum does not contain audited Gr@istatements for the issuer's
most recently completed financial year, and if therithgtion is ongoing, update the
offering memorandum to include the annual audited financialestents and the

accompanying auditor’s report as soon as the issuer hasvagdpthe audited financial

statementsbut in any event no later than the 12y following the financial year end

The offering memorandum does not have to be updated to ingitelem financial

statements for periods completed after the taeis60 dayspriertebeforethe date of
the offering memorandum unless it is necessary to ptete offering memorandum
from containing a misrepresentation.

Forward looking information included in an offering memorandoust comply with
section 4A.2 of NI 51-102 and must include the disclosureritbestcin section 4A.3 of
NI 51-102. In addition to the foregoing, FOFI or a finanoatlook, each as defined in
NI 51-102, included in an offering memorandum must comply Wiart 4B of NI 51-
102. For an issuer that is not a reporting issuer, refeseto “reporting issuer” in section
4A.2, section 4A.3 and Part 4B of NI 51-102 should be readfasences to an “issuer”.
Additional guidance may be found in the companion polidylt61-102.

If the issuer is a limited partnership, in addition to thancial statements required for
the issuer, include in the offering memorandum the firrdrstatements in accordance
with Part B for the general partner and, if the limhifgartnership has active operations,
for the limited partnership.

Financial Statements - Business Acquisitions

If the issuer

(a) has acquired a business during the past two years and tteddunmdncial
statements of the issuer included in the offering menthwna do not include the
results of the acquired business for 9 consecutive moatths

(b) IS proposing to acquire a business and the acquisitioprbgsessed to a state
where a reasonable person would believe that the ldadilof the acquisition
being completed is high,



include the financial statements specified in C.4 foingness if either of the
tests in C.2 is met, irrespective of how the issueoawts, or will account, for the
acquisition.

2. Include the financial statements specified in C.4 fousiress referred to in C.1 if either:

(a) the issuer's proportionate share of the consolidatetsasshe business exceeds
40% of the consolidated assets of the issuer calculategl the annual financial
statements of each of the issuer and the businedsefondst recently completed
financial year of each that ended before the dateesfcquisition or, for a
proposed acquisition, the date of the offering memorarmum

(b) the issuer's consolidated investments in and advanties business as at the date
of theacquisition or the proposed date of acquisition excéd6és of the
consolidated assets of the issuer, excluding any invetrmeor advances to the
business, as at the last day of the issuer's mosttgecempleted financial year
that ended before the datetb&acquisition or the date of the offering
memorandum for a proposed acquisition.

2.1 In this Instruction C, the term “date of acquisitioméans the date of acquisition used for
accounting purposes.

3. If an issuer or a business has not yet completed a falamar, or its first financial year
ended within 120 days of the offering memorandum date, usBntmcial statements
referred to in B.3 to make the calculations in C.2.

4. If under C.2 you must include in an offering memorandumarfcial statements for a
business, the financial statements must include:

(a) If the business has not completed one financial yegs @irst financial year end
is less than 120 days from the date of the offering manatm

(1) an income statement, a statement of retained earmags eash flow
statement

A) for the period from inception to a date not more than 98 day
before the date of the offering memorandum, or

B) if the date of acquisition precedes the ending date qi¢hed
referred to in (A), for the period from inception to thete of



acquisition or a date not more than 45 days before tieeodlat
acquisition,

(i) a balance sheet dated as at the end of the perioderkterin clause (i), and

(i)  notes to the financial statements.

(b) If the business has completed one or more financiatyealude

(1) annual financial statements comprised of:

A) an income statement, a statement of retained earmgs eash
flow statement for the following annual periods:

I. the most recently completed financial year that ended
before the date of acquisition and more than 120 days
before the date of the offering memorandum, and

il. the financial year immediately preceding the most ridgen
completed financial year specified in clause i, if any,

B) a balance sheet as at the end of each of the pepedgiad in (A),
C) notes to the financial statements, and

(i) interim financial statements comprised of:
A) an income statement, a statement of retained earmgs eash

flow statement for either:

the most recently completed year-to-date interimogeri
and the three month period ending on the last datesof th
interim period that ended before the date of acquiséiah
more than 60 days before the date of the offering
memorandum and ended after the date of the financial
statements required under C.4(b)(i)(A)i, or

the period from the first day after the financial yesferred
to in C.4(b)(i) to a date before the date of acquisitind
after the period end in C.4(b)(ii))(A)i, and



B) an income statement, a statement of retained earmgs eash
flow statement for the corresponding period in the imatety
preceding financial year, if any,

C) a balance sheet as at the end of the periods requii&d apnd
(B), and

D) notes to the financial statements.
Refer to Instruction B.7 for the meaning of “interimipef.

The information for the most recently completed fitiahperiod referred to in C.4(b)(i)
must be audited and accompanied by an auditor’s report.fifacial statements
required under C.4(a), C.4(b)(ii) and the comparative Gi@nnformation required by
C.4(b)(iy may be unaudited; however, if those finansiatements or comparative
financial information have been audited, the auditoggort must be included in the
offering memorandum.

If the offering memorandum does not contain audited fiahstatements for a business
referred to in C.1 for the business’s most recentlypletad financial year that ended
before the date of acquisition and the distributionomgyoing, update the offering
memorandum to include those financial statements accoetpéyi an auditor’'s report
when they are available, but in any event no later thardate 120 days following the
year-end.

The term “business” should be evaluated in light of #wtsfand circumstances involved.
Generally, a separate entity or a subsidiary or dimisiban entity is a business and, in
certain circumstances, a lesser component of an entty also constitute a business,
whether or not the subject of the acquisition previoysbpared financial statements.
The subject of an acquisition should be considered iagasswhere there is, or the issuer
expects there will be, continuity of operations. Tdsier should consider:

(&)  whether the nature of the revenue producing activity ompiateevenue
producing activity will remain generally the same after aloquisition, and

(b) whether any of the physical facilities, employees, kating systems, sales forces,
customers, operating rights, production techniques or traches are acquired by
the issuer instead of remaining with the vendor alfteraicquisition.

If a transaction or a proposed transaction for whiehielihood of the transaction being
completed is high has been or will be accounted forr@verse take-over as defined in
NI 51-102, include financial statements for the legal sudsidiin the offering
memorandum in accordance with Part A. The legal paesnthat term is defined in the
CICA Handbook, is considered to be the business achufel may also require
financial statements of the legal parent.



An issuer satisfies the requirements in C.4 if the eissimcludes in the offering
memorandum the financial statements required in a bgsaczpiisition report under NI
51-102.

Financial Statement - Exemptions

An issuer will satisfy the financial statement requieaits of this form if it includes the
financial statements required by securities legisldbom prospectus.

Notwithstanding the requirements in section 3.2(a) ob&HL07, an auditor’s report that
accompanies financial statements of an issuer or adsssicontained in an offering
memorandum of a non-reporting issuer may contain a qualdn of opinion relating to
inventory if

(a) the issuer includes in the offering memorandum anoal sheet that is for a date
that is subsequent to the date to which the qualificaéitates, and

(b) the balance sheet referred to in paragraph (a)csngmanied by an auditor’s
report that does not contain a qualification of opiniatating to closing
inventory, and

() the issuer has not previously filed financial stateémenr the same entity
accompanied by an auditor’s report for a prior year ¢batained a qualification
of opinion relating to inventory.

If an issuer has, or will account for a business reteto in C.1 using the equity method,

then financial statements for a business required kydPare not required to be included

if:

(a) the offering memorandum includes disclosure for the pef@dshich financial
statements are otherwise required under Part C that:

(1) summarizes information as to the assets, liabilitiesrasults of operations
of the business, and

(i) describes the issuer's proportionate interest in thadssand any
contingent issuance of securities by the business tlgdut significantly
affect the issuer's share of earnings;

(b) the financial information provided under D.3(a) for the nmesently completed
financial year has been audited, or has been derivedaualited financial
statements of the business; and

() the offering memorandum discloses that:



(1) the financial information provided under D.3(a) for any cceted financial
year has been audited, or identifies the audited finasiatdments from
which the financial information provided under D.3(a) hasnbderived; and

(i) the audit opinion with respect to the financial infation or financial
statements referred to in D.3(c)(i) was issued withaetsarvation of
opinion.

If the financial information included in an offering mermodum under
D.3(a) has been derived from financial statements asabss incorporated
or organized in a foreign jurisdiction that have beeapared in accordance
with foreign GAAP, the information must be accompaniec mpte that
explains and quantifies the effect of material diffeembetween Canadian
GAAP and the foreign GAAP.

Financial statements relating to the acquisition oppsed acquisition of a business that
is an interest in an oil and gas property are not redjuoebe included in an offering
memorandum if the acquisition is significant based onlyhe asset test or:

(a) the issuer is unable to provide the financial statesn@ntespect of the significant
acquisition otherwise required because those finarteideents do not exist or
the issuer does not have access to those financierrgats,

(b) the acquisition was not or will not be accounted foa &everse take-over” as
defined in NI 51-102,

(c) the business did not or does not constitute a “reporsaglent” of the seller, as
defined in section 1701 of the CICA Handbook, at the tifrecquisition, and

(d) the offering memorandum contains alternative disclofrrthe business which
includes:

0] an operating statement for each of the financial pef@dshich financial
statements would, but for this section, be required u@dgrpresenting for
the business, at a minimum, the following line items:

A) gross revenue,

B) royalty expenses,



C) production costs, and
D) operating income,

The operating statement for the most recently comgl®hancial period referred to
in C.4(b)(i) must be audited.

(i) a description of the property or properties and the isterequired by the
issuer,

(i)  information with respect to the estimated reservesealated future net
revenue attributable to the business, the material assurspised in
preparing the estimates and the identity and relationshipetissuer or to
the seller of the person who prepared the estimates,

(iv)  actual production volumes of the property for the mostmdy completed
year, and

(v) estimated production volumes of the property for theé yesr reflected in
the estimate disclosed under D.4(d)(iv).

Financial statements for a business that is arestten an oil and gas propertyr

for the acquisition or proposed acquisition by an isstiarpsoperty are not

required to be audited if during the 12 months preceding tleeodite-acquisition

or the proposed date-ahacquisition, the daily average production of the property
on a barrel of oil equivalent basis (with gas conwktteoil in the ratio of six
thousand cubic feet of gas being the equivalent of onel lodwd) is less than 20

per cent of the total daily average production of thersfllethe same or similar
periods and:

(1) despite reasonable efforts during the purchase neigasathe issuer was
prohibited from including in the purchase agreement thesrightbtain an
audited operating statement of the property,

(i) the purchase agreement includes representationaamenties by the seller
that the amounts presented in the operating statemed tagthe seller's
books and records, and

(i) the offering memorandum discloses

1. that the issuer was unable to obtain an audited oppsatitement,



the reasons for that inability,

the fact that the purchase agreement includes thesespations
and warranties referred to in D.5(b)(ii), and

that the results presented in the operating statemmarytfiave
been materially different if the statements had lzeefhted.






