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Companion Policy 45-106CP
Prospectus and Registration Exemptions

PART 1 — INTRODUCTION

National Instrument 45-10Brospectus and Registration Exempti@ti¢l 45-106") provides: (i)
exemptions from the prospectus requirement; (ii) exemptions registration requirements; and
(i) one exemption from the issuer bid requirements.

The registration exemptions in Part 3 of NI 45-106 will aoply in any jurisdictiorsix months
after National Instrument 31-103egistration Requirements and Exempti@yhd 31-103")
comes into force. A subset of registration exemptionsowiitinue to apply after the six month
transition period and will be located in NI 31-103.

1.1 Purpose

The purpose of this Companion Policy is to help users underdstanthe provincial and
territorial securities regulatory authorities and regukinterpret or apply certain provisions of
NI 45-106. This Companion Policy includes explanations, discussidrexamples of the
application of various parts of NI 45-106.

1.2 All trades are subject to securities legislation

The securities legislation of a local jurisdiction appl®any trade in a security in the local
jurisdiction, whether or not the issuer of the securityrispmrting issuer in that jurisdiction.
Likewise, the definition of “trade” in securities legistatiincludes any act, advertisement,
solicitation, conduct or negotiation directly or indirecthfurtherance of a trade. A person who
engages in these activities, or other trading activitresst comply with the securities legislation
of each jurisdiction in which the trade occurs.

1.3 Multi-jurisdictional distributions

A distribution can occur in more than one jurisdictiont faes, the person conducting the
distribution must comply with the securities legislation atlejurisdiction in which the
distribution occurs. For example, a distribution from a pensdkberta to a purchaser in British
Columbia may be considered a distribution in both juriszhs.

1.4 Other exemptions

In addition to the exemptions in NI 45-106, exemptions maylasovailable to persons under
securities legislation of each local jurisdiction. TH&/Chas issued CSA Staff Notice 45-304 that
lists other exemptions available under securities legislation

15 Discretionary relief

In addition to the exemptions contained in NI 45-106 and thosklaleaunder securities
legislation of a local jurisdiction, the securities regmig authority or regulator in each
jurisdiction has the discretion to grant exemptions fronpthepectus requirement and the
registration requirements.



1.6 Advisers

Subsection 1.5(2) of NI 45-106 provides that an exemption fromdhler registration
requirement in NI 45-106 is deemed to be an exemption fronmitherwriter registration
requirement. However, it is not deemed to be an exemfsdanthe adviser registration
requirement. The adviser registration requirementsisndit from the dealer registration
requirement. In general terms, persons engaged in the mueimes holding themselves out as
being in the business of, providing investment advice are reduiteel registered, or exempted
from registration, under applicable securities legislationofdingly, only advisers registered or
exempted from registration as advisers may act asemdvis connection with a trade made under
NI 45-106.

1.7 Underwriters

Underwriters should not sell securities to the public withpyoviding a prospectus. If an
underwriter purchases securities with a view to distributioeunderwriter should purchase the
securities under the prospectus exemption in section 2.3348-0I06. If the underwriter
purchases securities under this exemption, the first tmatthe isecurities will be a distribution. As
a result, the underwriter will only be able to resell theusities if it can rely on another
exemption from the prospectus requirement, or if a prospectieivered to the purchasers of
the securities.

There may be legitimate transactions where a dealer geeslsecurities under a prospectus
exemption other than the exemption in section 2.33 of NI 454i@8ever, these transactions are
only appropriate when the dealer purchases the securitiegwadiment intent and not with a
view to distribution.

If a dealer purchases securities through a series ofpgxeansactions in order to avoid the
obligation to deliver a prospectus, the transactionsbsiNiewed as a whole to determine if they
constitute a distribution. If a transaction is in effagtindirect distribution, a prospectus will be
required to qualify the sale of the securities despitéatiethat each interim step in the
transaction could otherwise be completed under a prospeatagption. Such indirect
distributions cannot be legitimately structured under NI 45-106.

1.8 Persons created to use exemptions (“syndication”)

Sections 2.3(5), 3.3(5), 2.4(1), 3.4(1), 2.9(3), 3.9(3), 2.10(2) ad23.of NI 45-106 specifically
prohibit syndications. A distribution or a trade of securittea person that had no pre-existing
purpose and is created or used solely to purchase or looldties under exemptions (a
“syndicate”) may be considered a distribution of, or tiagdsecurities to the persons beneficially
owning or controlling the syndicate.

For example, a newly formed company with 15 shareholdeet igp with the intention of
purchasing $150 000 worth of securities under the minimum amountrimem@sexemption. Each
shareholder of the newly formed company contributes $10 0O@isIsituation the shareholders
of the newly formed company are indirectly investing $10 000 whem®xemption requires that
they each invest $150 000. Consequently, both the newly foromepany and its shareholders
may need to comply with the requirements of the minimarauat investment exemption, or
find an alternative exemption to rely on.



Syndication related concerns should not ordinarily afiges purchaser under the exemption is a
corporation, syndicate, partnership or other form of ethay is pre-existing and has a bona fide
purpose other than investing in the securities being sold. Howeigean inappropriate use of
these exemptions to indirectly distribute or trade secsintieen the exemption is not available to
directly distribute or trade securities to each persdhersyndicate.

1.9 Responsibility for compliance

A person distributing or trading securities is respongir&etermining when an exemption is
available. In determining whether an exemption is availabjferson may rely on factual
representations by a purchaser, provided that the persarhr@asonable grounds to believe that
those representations are false. However, the persomuiistg or trading securities is
responsible for determining whether, given the facts avajl#i#esxemption is available.
Generally, a person distributing or trading securities undexamption should retain all
necessary documents that show the person properly reliedchgeremption.

For example, an issuer distributing securities to aeg@ssonal friend of a director could require
that the purchaser provide a signed statement describipgrtigaser’s relationship with the
director. On the basis of that factual information,ifiseier could determine whether the
purchaser is a close personal friend of the directah®purposes of a family, friends and
business associates exemption. The issuer should notesdyyron a representation: “I am a
close personal friend of a director”. Likewise, undergberedited investor exemptions, the seller
must have a reasonable belief that the purchaser understi@neheaning of the definition of
“accredited investor”. Prior to discussing the particutdrhie investment with the purchaser, the
seller should discuss with the purchaser the variousiarfte qualifying as an accredited
investor and whether the purchaser meets any of the @riteri

It is not appropriate for a person to assume an exemigterailable. For instance a seller should
not accept a form of subscription agreement that onlgsstaat the purchaser is an accredited
investor. Rather the seller should request that the psecipaovide the details on how they fit
within the accredited investor definition.

1.10 Prohibited activities

Securities legislation in certain jurisdictions prohibits aeyson from making certain
representations to a purchaser of securities, includingpdertaking about the future value or
price of the securities. In certain jurisdictions, thes®isions also prohibit a person from
making any statement that the person knows or ought reasdodnlgw is a misrepresentation.
These prohibitions apply whether or not a trade is made uncereanption.

Misrepresentation is defined in securities legislation. Udeeof exaggeration, innuendo or
ambiguity in an oral or written representation about#enml fact, or other deceptive behaviour
relating to a material fact, might be a misrepresentati

PART 2 — INTERPRETATION
2.1 Definitions

Unless defined in NI 45-106, terms used in NI 45-106 have the ngegivien to them in local
securities legislation or in National Instrument 14-D@&finitions



The term “contract of insurance” in the definition ofndincial assets” has the meaning assigned
to it in the legislation for the jurisdiction referenaadAppendix A of NI 45-106.

2.2 Executive officer (“policy making function”)

The definition of “executive officer” in NI 45-106 is based on definition of the same term
contained in National Instrument 51-1G®ntinuous Disclosure Obligatiorf&NI 51-102").

Paragraph (c) of the definition "executive officer" inclsidedividuals that are not employed by
the issuer or any of its subsidiaries, but who performiaypalaking function in respect of the
issuer.

The definition includes someone who “performs a policy-makimgtion” in respect of the
issuer. The CSA is of the view that an individual who “perfs a policy-making function” in
respect of an issuer is someone who is responsibley solgintly with others, for setting the
direction of the issuer and is sufficiently knowledgeabldefbusiness and affairs of the issuer
so as to be able to respond meaningfully to inquiries frasitors about the issuer.

2.3 Directors, executive officers and officers of non-corpate issuers

The term “director” is defined in NI 45-106 and it inclugdies non-corporate issuers, individuals
who perform functions similar to those of a directba@ompany.

When the term “officer” is used in NI 45-106, or any of lie15-106 forms, a non-corporate
issuer should refer to the definitions in securitiggslation. Securities legislation in most
jurisdictions defines “officer” to include any individual gagf in a capacity similar to that of an
officer of a company. Therefore, in most jurisdictions,-norporate issuers must determine
which individuals are acting in capacities similar ta thfadirectors and officers of corporate
issuers, for the purposes of complying with NI 45-106 and iitedo

For example, the determination of who is acting in the @gpaf a director or executive officer
may be important where a person intends to distributede securities of a limited partnership
under an exemption that is conditional on a relationship avidinector or executive officer. The
person must conclude that the purchaser has the necesaagonstip with an individual who is
acting in a capacity with the limited partnership tisagimilar to that of a director or executive
officer of a company.

2.4 Founder

The definition of “founder” includes a requirement thathattime of the distribution of, or trade
in, a security the person be actively involved in the busiokéthe issuer. Accordingly, a person
who takes the initiative in founding, organizing or substéytieaorganizing the business of the
issuer within the meaning of the definition but subsequeptdges to be actively engaged in the
day to day operations of the business of the issuer vimaullonger be a “founder” for the
purposes of NI 45-106, regardless of the person’s degree pfrpriadvement with the issuer or
the extent of the person’s continued ownership interebeirssuer.

2.5 Investment fund
Generally, the definition of “investment fund” would not inclid&ust or other entity that issues

securities that entitle the holder to net cash flows gegebiat: (i) an underlying business owned
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by the trust or other entity, or (ii) the income-producing priogeeowned by the trust or other
entity. Examples of trusts or other entities that atancluded in the definition are business
income trusts, real estate investment trusts and rayasis.

2.6 Affiliate, control and related entity
(@H) Affiliate

Section 1.3 of NI 45-106 contains rules for determining whethsiops are affiliates for the
purposes of NI 45-106, which may be different than those codtair@her securities
legislation.

(2) Control

The concept of control has two different interpretationdl 45-106. For the purposes of

Division 4 of Part 2 and Division 4 of Part 3 (tradegmnaployees, executive officers, directors
and consultants), the interpretation of control is containsection 2.23(1) and section 3.23(1),
respectively. For the purposes of the rest of NI 45-106ntkeepretation of control is found in
section 1.4 of NI 45-106. The reason for having two diffeir@etpretations of control is that the
exemptions for distributions of, and trades in, secsriteemployees, executive officers,
directors and consultants require a broader concept obttmin is considered necessary for the
rest of NI 45-106 to accommodate the issuance of compensatimities in a wide variety of
business structures.

2.7 Close personal friend
For the purposes of both the private issuer exemptiontgharfdmily, friends and business
associates exemptions, a “close personal friend” ofeztdir, executive officer, founder or
control person of an issuer is an individual who knows trexttir, executive officer, founder or
control person well enough and has known them for a suffipenod of time to be in a position
to assess their capabilities and trustworthiness. The“tdose personal friend” can include a
family member who is not already specifically identifiadhe exemptions if the family member
satisfies the criteria described above.
The relationship between the individual and the directorutxecofficer, founder or control
person must be direct. For example, the exemption is noable&ib a close personal friend of a
close personal friend of a director of the issuer.
An individual is not a close personal friend solely becalsendividual is:

(a) a relative,

(b) a member of the same organization, associationigiroue group, or

(c) a client, customer, former client or former custome

2.8 Close business associate

For the purposes of both the private issuer exemptiongharfdmily, friends and business
associates exemptions, a “close business associateindisidual who has had sufficient prior



business dealings with a director, executive officer, foundeontrol person of the issuer to be
in a position to assess their capabilities and trustwuesisi

An individual is not a close business associate solelgusecthe individual is:
(a) a member of the same organization, associationigiotes group, or
(b) a client, customer, former client or former custamer

The relationship between the individual and the director utxecofficer, founder or control
person must be direct. For example, the exemptions areantilde for a close business
associate of a close business associate of a dirdd¢tor ssuer.

2.9 Indirect interest

Under paragraph (t) of the definition of “accredited invéstosection 1.1 of NI 45-106, an
“accredited investor” includes a person in respect of waicbf the owners of interests in that
person, direct, indirect or beneficial, are accredited iovestThe interpretive provision in
section 1.2 of NI 45-106 is needed to confirm the meaning ofeictdinterest in British
Columbia.

PART 3 — CAPITAL RAISING EXEMPTIONS
3.1 Soliciting purchasers

Part 2, Division 1, and Part 3, Division 1 (capital raissmgmptions) in NI 45-106 do not

prohibit the use of registrants, finders, or advertisinghinfarm (for example, internet, e-mail,
direct mail, newspaper or magazine) to solicit purchasetsr any of the exemptions. However,
use of any of these means to find purchasers under théggsgaer exemptions in sections 2.4
and 3.4 of NI 45-106, or under the family, friends and businesiases exemptions in sections
2.5 and 3.5 of NI 45-106, may give rise to a presumption thaekgonship required for use of
these exemptions is not present. If, for example, anrisslvertises or pays a commission or
finder’s fee to a third party to find purchasers under andlf, friends and business associates
exemptions, it suggests that the precondition of a clostorethip between the purchaser and the
issuer may not exist and therefore the issuer canlyobmghese exemptions.

Use of a finder by a private issuer to find an accrediteestor, however, would not preclude the
private issuer from relying upon the private issuer exemgtioovided that all of the other
conditions to those exemptions are met.

Any solicitation activities that aim to identify a parttiar category of investor should clearly state
the kind of investor being sought and the criteria that investdl be required to meet. Any print
materials used to find accredited investors, for exanspie,ld clearly and prominently state that
only accredited investors should respond to the solicitation.

3.2 Soliciting purchasers — Newfoundland and Labrador and Oario
In Newfoundland and Labrador and Ontario, the exemptimms the dealer registration

requirement identified in section 3.01 of NI 45-106 are noiahla to a “market intermediary”,
except as therein provided (or as otherwise provided in $acalrities legislation — see, for
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instance, in the case of Ontario, OSC Rule 45@ftario Prospectus and Registration
Exemptions Generally, a person is a market intermediary ijpeson is in the business of
trading in securities as principal or agent. In Ontahe term “market intermediary” is defined in
Ontario Securities Commission Rule 14-30dfinitions

The Ontario Securities Commission takes the positionfthatissuer retains an employee whose
primary job function is to actively solicit members lbétpublic for the purposes of selling the
issuer’s securities, the issuer and its employee aheibusiness of selling securities. Further, if
an issuer and its employees are deemed to be in the lsusirssdling securities the Ontario
Securities Commission considers both the issuer and plogees to be market intermediaries.
This applies whether the issuer and its employees aretbiraOntario and solicit members of
the public outside of Ontario or whether the issuer arehiizsloyees are located outside of
Ontario and solicit members of the public in Ontariocédingly, in order to be in compliance
with securities legislation, these issuers and thein@eps should be registered under the
appropriate category of registration in Ontario.

3.3 Advertising

NI 45-106 does not restrict the use of advertising to solidind purchasers. However, issuers
and selling security holders should review other secutégslation and securities directions for
guidelines, limitations and prohibitions on advertising intendepromote interest in an issuer or
its securities. For example, any advertising or marketimgmunications must not contain a
misrepresentation and should be consistent with the isguéslic disclosure record.

3.4 Restrictions on finder's fees or commissions
The following restrictions apply with respect to certaemptions under NI 45-106:

1) no commissions or finder’'s fees may be paid to dirsctdficers, founders and control
persons in connection with a distribution or a trade made uhe@rivate issuer
exemptions or the family, friends and business asseaiEmptions, except in
connection with a distribution of, or trade in, a secuotgn accredited investor under a
private issuer exemption; and

2 in Northwest Territories, Nunavut and Saskatchewaly, a registered dealer may be
paid a commission or finder’s fee in connection with a dhstion of, or a trade in, a
security to a purchaser in one of those jurisdictions undeffemng memorandum
exemption.

3.4.1 Reinvestment plans
(1) When is a plan administrator acting “for or on bebathe issuer?

Sections 2.2 and 3.2 of NI 45-106 contain prospectus and degigtration exemptions for
distributions of, and trades in, securities by a trustestodian or administrator acting for or on
behalf of the issuer. If the trustee, custodian or adina® is engaged by the issuer, the plan
administrator acts “for or on behalf of the issuenti dherefore falls within the language
contained in sections 2.2(1) and 3.2(1) of NI 45-106. The fatthl plan administrator may act
on or in accordance with instructions of a plan partiipander the plan, does not preclude the
administrator from relying on the exemptions containedétig®es 2.2 or 3.2 of NI 45-106.



(2) Providing a description of material attributes andattaristics of securities

The prospectus and dealer registration reinvestmeneglamptions in sections 2.2(5) and 3.2(5)
of NI 45-106 add a requirement, effective September 28, 20@9f the securities distributed or
traded under a reinvestment plan, in reliance upon a remeesplan exemption, are of a
different class or series than the securities to wthietdividend or distribution is attributable, the
issuer or plan agent must have provided the plan participéthts. description of the material
attributes and characteristics of the securities bestglulited or traded. An issuer or plan agent
with an existing reinvestment plan can satisfy thisiiregnent in a number of ways. If plan
participants have previously signed a plan agreement @ivegca copy of a reinvestment plan
that included this information, the issuer or plan agees not need to take any further action for
current plan participants. (Future participants should vedbie same type of information before
their first trade of a security under the plan.)

If plan participants have not received this informatiorhanpast, the issuer or plan agent can
provide the required information or a reference to a itebsere the information is available

with other materials sent to holders of that classotisties, for example with proxy materials.
Section 8.3.1 of NI 45-106 provides a transition period, afigwhe issuer or plan agent to meet
this requirement not later than 140 days after the neahéial year end of the issuer ending on or
after September 28, 2009.

3) Interest payments

The exemptions in sections 2.2 and 3.2 of NI 45-106 may bkableawhere a person invests
interest payable on debentures or other similar secunt@®ther securities of the issuer. The
words “distributions out of earnings...or other sources” coverest payable on debentures.

3.5 Accredited investor
(2) Individual qualification — financial tests

An individual is an “accredited investor” for the purposeslbfi5-106 if he or she satisfies,
either alone or with a spouse, any of the financial assein paragraph (j), the net income test in
paragraph (k) or the net asset test in paragraph {iedfaiccredited investor” definition in section
1.1 of NI 45-106.

These branches of the definition are designed to treat spassesingle investing unit, so that
either spouse qualifies as an “accredited investor” ittmbined financial assets, net income, or
net assets of both spouses exceed the $1 000 000, $300 000, or $5 00€sbOGIL)r
respectively.

For the purposes of the financial asset test in para@paptinancial assets” are defined in NI
45-106 to mean cash, securities, or a contract of inseirandeposit or an evidence of a deposit
that is not a security for the purposes of securitigisltion. These financial assets are generally
liquid or relatively easy to liquidate. The valdeagpurchaser’s personal residence would not be
included in a calculation of financial assets. By conspar the net asset test under paragraph (1)
involves a consideration of all of the purchaser’s tots¢tgsminus the purchaser’s total

liabilities. Accordingly, for the purposes of the net as=#&t, the calculation of total assets would
include the value of a purchaser’s personal residence agdltwation of total liabilities would
include the amount of any liability (such as a mortgagegspect of the purchaser’s personal
residence.



If the combined net income of both spouses does not exceed $30u00& net income of one
of the spouses exceeds $200 000, only the spouse whose net ircesuses200 000 qualifies
as an accredited investor.

(2) Bright-line standards — individuals

The monetary thresholds in the “accredited investor” defimisire intended to create “bright-
line” standards. Investors who do not satisfy these moniteesholds do not qualify as
accredited investors under the applicable paragraph.

3) Beneficial ownership of financial assets

Paragraph (j) of the “accredited investor” definition ref® an individual who, either alone or
with a spouse, beneficially owns financial assets havingggregate realizable value that, before
taxes but net of any related liabilities, exceeds $1 000 008.géseral matter, it should not be
difficult to determine whether financial assets are beiadfiy owned by an individual, an
individual's spouse, or both, in any particular instanaawvéler, financial assets held in a trust or
in other types of investment vehicles for the benefit ahdividual may raise questions as to
whether the individual beneficially owns the financial assetle circumstances. The following
factors are indicative of beneficial ownership of finahagsets:

(a) physical or constructive possession of evidence of otipen§the financial
asset;

(b) entitlement to receipt of any income generated byitlaa¢ial asset;
(c) risk of loss of the value of the financial asseil

(d) the ability to dispose of the financial asset or etiss deal with it as the
individual sees fit.

For example, securities held in a self-directed RR&Rhe sole benefit of an individual, are
beneficially owned by that individual. In general, financiaets in a spousal RRSP would also
be included for the purposes of the threshold test becalsgr ajain (j) takes into account
financial assets owned beneficially by a spouse. Howéwxancial assets held in a group RRSP
under which the individual would not have the ability to acqtesfinancial assets and deal with
them directly would not meet these beneficial ownership reopants.

4) Calculation of purchaser’s net assets

To calculate a purchaser’s net assets under paragraptth@) ‘@ccredited investor” definition,
subtract the purchaser’s total liabilities from the purchasetal assets. The value attributed to
assets should reasonably reflect their estimateddhie. Income tax should be considered a

liability if the obligation to pay it is outstanding at ti@e of the distribution of, or trade in, the
security.

) Financial statements
The minimum net asset threshold of $5 000 000 specified in pgtagm) of the “accredited

investor” definition must, in the case of a non-individugltg, be shown on the entity’s “most
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recently prepared financial statements”. The findrst@tements must be prepared in accordance
with applicable generally accepted accounting principles.

(6) Time for assessing qualification

The financial tests prescribed in the accredited iovetfinition are to be applied only at the
time of the distribution of, or trade in, the security. Peeson is not required to monitor the
purchaser’s continuing qualification as an accredited invedter the distribution of, or trade in,
the security is completed.

(7 Recognition or Designation as an Accredited Investor

Paragraph (v) of the “accredited investor” definition in48+106 contemplates that a person may
apply to be recognized or designated as an accreditedantgsthe securities regulatory
authorities or regulators, except in Ontario and Qoéthe regulators. The securities regulatory
authorities or regulators have not adopted any specifezia for granting accredited investor
recognition or designation to applicants, as the securégsdatory authorities or regulators
believe that the “accredited investor” definition generally coad types of persons that do not
require the protection of the prospectus requirement atdhker registration requirement.
Accordingly, the securities regulatory authorities or ratjuk expect that applications for
accredited investor recognition or designation will beaédion a very limited basis. If a
securities regulatory authority or regulator considteappropriate in the circumstances, it may
grant accredited investor recognition or designation to sopeyn terms and conditions,
including a requirement that the person apply annuallyeioewal of accredited investor
recognition or designation.

3.6 Private issuer
(1) Meaning of “the public”

Whether or not a person is a member of the public must berdeéel on the facts of each
particular case. The courts have interpreted “the publig/ meadly in the context of securities
trading. Whether a person is a part of the public willibrmined on the particular facts of each
case, based on the tests that have developed under tletelase law. A person who intends to
distribute or trade securities, in reliance upon the prigstger prospectus exemption in section
2.4(2) or the private issuer dealer registration exemjatisection 3.4(2) of NI 45-106, to a
person not listed in paragraphs (a) through (j) of teetien will have to satisfy itself that the
distribution of, or trade in, the security is not to the publi

(2) Meaning of “close personal friends” and “close businsseaates”

See sections 2.7 and 2.8 of this Companion Policy for astigmn of the meaning of “close
personal friend” and “close business associate”.

(2.1) Meaning of “non-convertible debt securities”
Paragraph (b) of the definition of private issuer hasralm@u of restrictions that apply to the
securities, other than non-convertible debt securitiespakate issuer. Non-convertible debt

securities are debt securities that do not have a rigiiligration to exchange or convert into
another security of the issuer.
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3) Business combination of private issuers

A distribution of, or trade in, securities in connection veithamalgamation, merger,
reorganization, arrangement or other statutory proceduodving two private issuers, to holders
of securities of those issuers is not a distributioroofrade in, a security to the public, provided
that the resulting issuer is a private issuer.

Similarly, a distribution of, or trade in, securitieg d private issuer in connection with a share
exchange take-over bid for another private issuer is nigtrébdtion of, or trade in, securities to
the public, provided the offeror remains a private isstier aompletion of the bid.

4) Acquisition of a private issuer

Persons relying on a private issuer exemption in NI 45-106 leusatisfied that the purchaser is
not a member of the public. Generally, however, if the ownarprivate issuer sells the business
of the private issuer by way of a sale of securitigherahan assets, to another party who
acquires all of the securities, the sale will not be ictened to have been to the public.

) Ceasing to be a private issuer

The term “private issuer” is defined in section 2.4(1)tuihe same definition repeated in section
3.4(1) of NI 45-106). A private issuer can distribute se@sritinly to the persons listed in section
2.4(2) of NI 45-106. If a private issuer distributes securities person not listed in section
2.4(2), even under another exemption, it will no longer be a piisser and will not be able to
continue to use the private issuer prospectus exemptiontiars2.4(2) (or the private issuer
dealer registration exemption in section 3.4(2)). For exanifph private issuer distributes
securities under the offering memorandum exemption, it wilbonger be a private issuer.

Issuers that cease to be private issuers will stiilide to use other exemptions to distribute their
securities. For example, such issuers could rely ofathay, friends and business associates
prospectus exemption (except in Ontario) or the accreditestior prospectus exemption.
However, issuers that rely on these prospectus exemptigsisfita a report of exempt
distribution with the securities regulatory authority @gulator in each jurisdiction in which the
distribution took place.

An issuer that completes a going private transactmmeffample, by way of an amalgamation
squeeze out or a takeover bid with a subsequent statatopulsory acquisition) can however
use the private issuer exemption after a going privansacion.

3.7 Family, friends and business associates

(1) Number of purchasers

There is no restriction on the number of persons tleaisguer may sell securities to under the
family, friends and business associates exemptionsiiose@.5 and 3.5 of NI 45-106.
However, an issuer selling securities to a large nunfigegersons under this exemption may give
rise to a presumption that not all of the purchasers argyfeclose personal friends or close
business associates and that the exemption may not bebéa/ail

(2) Meaning of “close personal friends” and “close businsseaates”
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See sections 2.7 and 2.8 of this Companion Policy for astigmn of the meaning of “close
personal friend” and “close business associate”.

3) Risk acknowledgement - Saskatchewan

Under sections 2.6 and 3.6 of NI 45-106, the corresponding faimégds and business
associates exemption in section 2.5 or 3.5 of NI 45-106 t&en@lied upon in Saskatchewan
for a distribution of, or trade in, securities based ctose personal friendship or close business
association unless the person obtains a signed “risk aclaigeveent” in the required form from
the purchaser and retains the form for eight yearstagadistribution of, or trade in, securities.

3.8 Offering memorandum

(2) Eligibility criteria - Alberta, Manitoba, Northweg erritories, Nunavut, Prince Edward
Island, Québec and Saskatchewan

Alberta, Manitoba, Northwest Territories, Nunavutnee Edward Island, Québec,
Saskatchewan, and Yukon impose eligibility criteria ors@es investing under the offering
memorandum exemptions. In these jurisdictions, the purchassrbe an eligible investor if the
purchaser’s acquisition cost is more than $10 000.

In determining the acquisition cost to a purchaser winotign eligible investor, include any
future payments that the purchaser will be required teermaroceeds which may be obtained on
exercise of warrants or other rights, or on conversiaion¥ertible securities, are not considered
to be part of the acquisition cost unless the purchassgatly obligated to exercise or convert
the securities. The $10 000 maximum acquisition cost is ctddyteer distribution of, or trade in,
security.

Nevertheless, concurrent and consecutive, closely-timedrdt to the same purchaser will
usually constitute one distribution of, or trade in, a secu@ibnsequently, when calculating the
acquisition cost, all of these offerings by or on bebathe issuer to the same purchaser who is
not an eligible investor would be included. It would begpipropriate for an issuer to try to
circumvent the $10 000 threshold by dividing a subscription in exde&k) 000 by one
purchaser into a number of smaller subscriptions of $10 OlR@that are made directly or
indirectly by the same purchaser.

A purchaser can qualify as an eligible investor under vareategories of the definition,

including if the purchaser has and has had in prior yatrer $75 000 pre-tax net income or
profit or has $400 000 worth of net assets. In calculating@hpser’s net assets, subtract the
purchaser’s total liabilities from the purchaser’s tosslets. The value attributed to assets should
reasonably reflect their estimated fair value. Incomesteuld be considered a liability if the
obligation to pay it is outstanding at the time of theridhigtion of, or trade in, a security.

Another way a purchaser can qualify as an eligible invésto obtain advice from an eligibility
adviser. An eligibility adviser is a person registereda investment dealer (or in an equivalent
category of unrestricted dealer in the purchaser’s jutisdi) that is authorized to give advice
with respect to the type of security being distributettamied. In Saskatchewan and Manitoba,
certain lawyers and public accountants may also adigitsiléy advisers.

A registered investment dealer providing advice to a purclrafieese circumstances is expected
to comply with the “know your client” and suitability regerinents under applicable securities
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legislation and SRO rules and policies. Some dealers ldamed exemptions from the “know
your client” and suitability requirements because they dpraside advice. An assessment of
suitability by these dealers is not sufficient to quadifgurchaser as an eligible investor.

(2) Form of offering memorandum

There are two forms of offering memorandum: Form 45-106/R8h may be used by qualifying
issuers, and Form 45-106F2, which must be used by all otbhergs$orm 45-106F3 requires
qualifying issuers to incorporate by reference their anmé@mation form (AIF), management’s
discussion and analysis (MD&A), annual financial stateiand subsequent specified
continuous disclosure documents required under NI 51-102.

A qualifying issuer is a reporting issuer that has fdadAIF under NI 51-102 and has met all of
its other continuous disclosure obligations, including thiodd i51-102, National Instrument 43-
101 Standards of Disclosure for Mineral Projectsd National Instrument 51-1&tandards of
Disclosure for Oil and Gas Activitiebnder NI 51-102, venture issuers are not required to file
AlFs. However, if a venture issuer wants to use Forshi@&-3, the venture issuer must
voluntarily file an AIF under NI 51-102 in order to incorpordtattAlF into its offering
memorandum.

3) Date of certificate and required signatories

The issuer must ensure that the information provided tpuhehaser is current and does not
contain a misrepresentation. For example, if a matenmhge occurs in the business of the issuer
after delivery of an offering memorandum to a potentiatipaser, the issuer must give the
potential purchaser an update to the offering memorandumeltémissuer accepts the
agreement to purchase the securities. The update td¢h@m@imemorandum may take the form
of an amendment describing the material change, a nevingffeemorandum containing up-to-
date disclosure or a material change report, whichieassuer decides will most effectively
inform purchasers.

Whatever form of update the issuer uses, it must inclugndy signed and dated certificate as
required in the applicable subsection 2.9(9), (10), (10.1), (1@@3B)( (11), (11.1), or (12) or
3.9(9), (10), (10.1), (10.2), (10.3), (11), (11.1), or (12) of NI 45-106.

“Promoter” is defined differently in provincial and territd securities legislation across CSA
jurisdictions. It is generally defined as meaning a perdum lvas taken the initiative in founding,
organizing or substantially reorganizing the business oktheer or who has received
consideration over a prescribed amount for services pegsoor both in connection with
founding, organizing or substantially reorganizing the isstReomoter” has not been defined in
the Securities AcfQuébec) and a broad interpretation is taken in Québdetammining who
would be considered a promoter.

Under securities legislation, persons who receive consiolersdlely as underwriting
commissions or in consideration of property and who do theraise take part in the founding,
organizing or substantially reorganizing the issuer ar@rmmoters. Simply selling securities, or
in some way facilitating sales in securities, does radem person a promoter under the offering
memorandum exemptions.

4) Consideration to be held in trust

-13-



The purchaser has, or must be given, the right to careeagtieement to purchase the securities
until midnight on the %' business day after signing the agreement. During this péhieissuer
must arrange for the consideration to be held in trust calfosfithe purchaser.

It is up to the issuer to decide what arrangements asssey to preserve the consideration
received from the purchaser. The requirement to hold thedswasion in trust may be satisfied
if, for example, the issuer keeps the purchaser’'s chedimmuivcashing or depositing it, until the
expiration of the two business day cancellation period.

It is also the issuer’s responsibility to ensure thadever is holding the consideration promptly
returns it to the purchaser if the purchaser cancels tleemgnt to purchase the securities.

) Filing of offering memorandum

The issuer is required to file the offering memoranduith the securities regulatory authority or
regulator in each of the jurisdictions in which the isgligiributes or trades securities under an
offering memorandum exemption. The issuer must file tfeinff memorandum on or before the
10" day after the distribution.

If the issuer is conducting multiple closings, the offgrmemorandum must be filed on or before
the 10th day after the first closing. Once the offerimgmorandum has been filed, there is no
need to file it again after subsequent closings, uiiéss been updated.

(6) Purchasers’ rights

Unless securities legislation in a purchaser’s jurisdighimvides a purchaser with a comparable
right of cancellation or revocation, an issuer must gagheurchaser under an offering
memorandum a contractual right to cancel the agreemeuirthase the securities by delivering
a notice to the issuer not later than midnight on theb2isthess day after the purchaser signs the
agreement.

Unless securities legislation in a purchaser’s jurisdighimvides purchasers with comparable
statutory rights, the issuer must also give the purclaeentractual right of action against the
issuer in the event the offering memorandum containseepresentation. This contractual right
of action must be available to the purchaser regardlesbeather the purchaser relied on the
misrepresentation when deciding to purchase the securitisstight is similar to that given to a
purchaser under a prospectus. The purchaser may claim daonaggk that the agreement be
cancelled. If the purchaser wants to cancel the agrgethe purchaser must commence the
action within 180 days after signing the agreement to pur¢chasecurities. If the purchaser is
seeking damages, the purchaser must commence the actiontheétlearlier of 180 days after
learning of the misrepresentation or 3 years after sighimggreement to purchase the securities.

The issuer is required to describe in the offering nmmamsum any rights available to the
purchaser, whether they are provided by the issuer cordligas a condition to the use of the
exemption or provided under securities legislation.

3.9 Minimum amount investment

An issuer may wish to distribute or trade more thankame of security of its own issue, such as

shares and debt, in a single transaction under a minimesatment amount exemption. Provided
that the shares and debt are sold in units that heotalaacquisition cost of not less than
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$150 00Qpaid in cash at the time of the distribution of, or trizl@ securitythe exemptions can,
if otherwise available, be used, notwithstanding thattuggiisition cost of the shares and the
acquisition cost of the debt, taken separately, are bsththan $150 000.

PART 4 - OTHER EXEMPTIONS
4.1 Employee, executive officer, director and consultantxemptions

Trustees, custodians or administrators who engage in esjwibntemplated in the prospectus
and dealer registration exemptions in sections 2.27 and BNA748-106, that bring together
purchasers and sellers of securities should have reg#rd provisions of National Instrument
21-101Marketplace Operationespecting “marketplaces” and “alternative tradingesys”.

The employee, executive officer, director and consultagmexions are based on the alignment
of economic interests between an issuer and its empldykeeg may, where available, be used to
provide employees and other similar persons with an opportenigrticipate in the growth of

the employer’s business and to compensate persons f@riees they provide to an issuer. The
securities regulatory authorities or regulators g&herally not grant exemptive relief analogous
to these exemptions except in very limited circumstances.

4.2 Business combination and reorganization
1) Statutory procedure

The securities regulatory authorities interpret the ghtstsitutory procedure” broadly and are of
the view that the prospectus and dealer registration gi@m contained in sections 2.11 and
3.11 of NI 45-106 apply to all distributions of, and tradeséturities of an issuer that are both
part of the procedure and necessary to complete the triansaegardless of when the
distribution of, or trade in, a security occurs.

The prospectus and dealer registration exemptions contaigedtions 2.11 and 3.11 of NI 45-
106 exempt distributions of, and trades in, securities in abiemewith an amalgamation,
merger, reorganization or arrangement if the same is‘dooler a statutory procedure”. The
securities regulatory authorities or regulators &teé@view that the references to statutory
procedure in sections 2.11 and 3.11of NI 45-106 are to anyestdtatjurisdiction or foreign
jurisdiction under which the entities involved have been incatpdror created and exist or
under which the transaction is taking place. This would d&ltor example, an arrangement
under theCompanies’ Creditors Arrangement AGanada).

(2) Three-cornered amalgamations

Certain corporate statutes permit a so-called “thoerered merger or amalgamation” under
which two companies will amalgamate or merge and sedwityers of the amalgamating or
merging entities will receive securities of a third paffiliate of one amalgamating or merging
entity. The prospectus and dealer registration exemptionaiged in sections 2.11 and 3.11 of
NI 45-106 refer to these distributions of, or trades in, arggavhen they refer to a distribution
of, or a trade in, a security made in connection witaraalgamation or merger done under a
statutory procedure.

3) Exchangeable shares
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A transaction involving a procedure described in the progp@mnd dealer registration
exemptions contained in sections 2.11 and 3.11 of NI 45-106rmolayle an exchangeable share
structure to achieve certain tax-planning objectives.ekample, where a non-Canadian
company seeks to acquire a Canadian company under a plaargieanent, an exchangeable
share structure may be used to allow the Canadian shdeehof the company to be acquired to
receive, in substance, shares of the non-Canadian compd#deyawdiding the adverse tax
consequences associated with exchanging shares obdi@acompany for shares of a non-
Canadian company. Instead of receiving shares of th&€aaadian company directly, the
Canadian shareholders receive shares of a Canadian comipiahy through various contractual
arrangements, have economic terms and voting rights thesseatially identical to the shares of
the non-Canadian company and permit the holder to exchange swes, stt a time of the
holder’s choosing, for shares of the non-Canadian company.

Historically, the use of an exchangeable share structuwerninection with a statutory procedure
has raised a question as to whether the exemptions nowngzhiaisections 2.11 and 3.11 of NI
45-106 were available for all distributions or trades necgssatomplete the transaction. For
example, in the case of the acquisition under a plan afigenaent noted above, the use of an
exchangeable share structure may result in a delaywefsdeanonths or even years between the
date of the arrangement and the date the shares of theamawi@n company are distributed to
the former shareholders of the acquired company. As a oéghls delay, some filers have
guestioned whether the distribution of the non-Canadian compamyasssipon the exercise of
the exchangeable shares may still be viewed as being ‘mecbon with” the statutory
transaction, and have made application for exemptive teli@fidress this uncertainty.

The securities regulatory authorities or regulatdce tae position that the statutory procedure
exemptions contained in section 2.11 and section 3.11 of NI 48efd)&o all distributions or
trades of securities that are necessary to completrcdiangeable share transaction involving a
procedure described in section 2.11 or section 3.11, even sdehalistributions or trades occur
several months or years after the transaction. Inake of the acquisition noted above, the
investment decision of the shareholders of the acquired corapaimy time of the arrangement
represented a decision to, ultimately, exchange their sfuaresares of the non-Canadian
company. The distribution of such shares upon the exercibe ekthangeable shares does not
represent a new investment decision, but merely reprasentempletion of that original
investment decision. Accordingly, additional exemptive refiefot warranted in circumstances
where the original transaction was completed in reliantthese exemptions.

4.3 Asset acquisition - character of assets to be acmpd

When issuing securities, issuers must comply with the reqents under applicable corporate or
other governing legislation that the securities be isturef@dir value. Where securities are issued
for non-cash consideration such as assets or resourcet@®peis the responsibility of the
issuer and its board of directors to determine theriaiket value of the assets or resource
properties and to retain records to demonstrate howainahérket value was determined. In
some situations, cash assets that make up working capitdladeo be considered in the total
calculation of the fair market value.

4.4 Securities for debt bona fide debt

A bona fide debt is one that was incurred for value, on comatigrreasonable terms and that on
the date the debt was incurred the parties believed woukpbélrin cash.
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A reporting issuer may distribute or trade securitiesettle a debt only after the debt becomes
due, as evidenced by the creditor issuing an invoice, dele@edor other written statement to
the issuer indicating that the debt is due. The securitiedebt exemptions may not be relied on
for the issuance of securities by an issuer to secdebtathat will remain outstanding after the
issuance.

45 Take-over bid and issuer bid
(1) Exempt bids

The terms take-over bid and issuer bid, for the purposssctibns 2.16 and 3.16 of NI 45-106,
include an exempt take-over bid and exempt issuer bid.

(2) Bids involving exchangeable shares

The take-over bid and issuer bid exemptions refer tostliilolitions or trades necessary to
complete a take-over bid or an issuer bid that involves araegelble share structure (as
described under section 4.2 of this Companion Policy), everevsiaeh distributions or trades
may occur several months or even years after the bid ipleted.

4.6 Isolated distribution or trade

The exemptions contained in section 2.30 and 3.30 of NI 45-10i6réte to distributions of, or
trades in, a security made by an issuer in a securitg ofvn issue. There is also an additional
isolated trade dealer registration exemption containeecios 3.29 of NI 45-106. While the
latter exemption refers to trades in any securitypés not apply to any trades by an issuer in a
security that is issued by the issuer.

It is intended that these exemptions will only be usedyrared are not available for registrants
or others whose business is trading in securities.

Reliance upon the isolated trade exemption might, for ebearinp appropriate when a person
who is not involved in the business of trading securities wikhegke a single trade of a

security that the person owns to another person. The exampbuld not be available to a

person for any subsequent trades for a period of time at@eiguansure that each transaction was
truly isolated and unconnected.

4.7 Mortgages

In British Columbia, Alberta, Manitoba, Québec and Stsleawan, NI 45-106 specifically
excludes syndicated mortgages from the mortgage prospedtdgaler registration exemptions
in sections 2.36 and 3.36. In determining what constitutgadicaited mortgage, issuers will
need to refer to the corresponding definition provided in se2t@®(1) or 3.36(1) of NI 45-106.

The mortgage exemptions do not apply to distributions oegradsecurities that secure
mortgages by bond, debenture, trust deed or similar oloigathe mortgage exemptions also do
not apply to a distribution of, or a trade in, a secuht represents an undivided co-ownership
interest in a pool of mortgages, such as a pass-throutificate issued by an issuer of asset-
backed securities.
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4.8 Not for profit issuer
(1) Eligibility to use these exemptions

These exemptions apply to distributions of, and tradegauriies of an issuer that is organized
exclusively for educational, benevolent, fraternal, chhhg, religious or recreational purposes
and not for profit (“not for profit issuer”). To usleese exemptions, an issuer must be organized
exclusively for one or more of the listed purposes andhestinds raised for those purposes.

If an issuer is organized exclusively for one of theetigpurposes, but its mandate changes so that
it is no longer primarily engaged in the purpose it was orgdrfiar, the issuer may no longer be
able to rely on these exemptions. For example, if anrigsganized exclusively for educational
purposes over time devotes more and more of its effolenidang money, even if it is only to

other educational entities, the lending issualybe unable to rely on these exemptions. The same
would also be true if one of an issuer’'s mandates avpsavide an investment vehicle for its
members. An issuer that issues securities that pajedids would also not be able to use these
exemptions, because no part of the issuer’s net earcémggo to any security holder. However,

if the securities are debt securities and the issuersaagyeepay the principal amount with or
without interest, the security holders are not considerbd teceiving part of the net earnings of
the issuer. The debt securities may be secured or unsecured.

If investors could receive any special treatment &saltrof purchasing securities, the security
holders araot typically receiving part of the net earnings of the issuel the sale may still fit
within these exemptions. For example, if the not for preiier runs a golf course and offers
security holders a waiver of greens fees for three ygayld still rely on these exemptions,
provided all other conditions are met (and the exemption renaaimlable in the relevant
jurisdiction(s)).

If, at the time of the distribution of, or trade in, Serurity, the purchaser has an entitlement to
the assets of the issuer on the basis that they wowdtbeg part of the net earnings of the
issuer, then the sale would not fit within these exemngti

In Québec, not for profit issuers may still rely on tinead exemption available for not for profit
issuers under section 3 of t8ecurities Ac{Québec).

(2) Meaning of “no commission or other remuneration”

Sections 2.38(b) and 3.38(b) provide that “no commission or othauneration is paid in
connection with the sale of the security”. This is intertdeehsure that no one is paid to find
purchasers of the securities. However, the issuer maylegal and accounting advisers for
their legal or accounting services in connection with the sa

4.9 Exchange contracts

The dealer registration exemption for exchange contraatsioed in section 3.45 of NI 45-106
(and as limited by section 3.0 of NI 45-106) is only avadablAlberta, British Columbia,
Québec and Saskatchewan. In Manitoba and Ontario, myelt@ntracts are governed by
commodity futures legislation.

Except in Saskatchewan, the dealer registration exemgti@x¢hange contracts contained in
section 3.45(1)(b) (and as limited by section 3.0) of NI 45-10@iges for trades resulting from
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unsolicited orders placed with an individual residentidetthe jurisdiction. However, if the
individual conducts further trades in the future, that ioltial will be deemed to be carrying on
business in the jurisdiction and will not be able to relyhism éxemption.

PART 5 - FORMS
5.1 Report of Exempt Distribution
(2) Requirement to file

An issuer that has distributed a security of its owndasnder any of the prospectus exemptions
listed in section 6.1 of NI 45-106 is required to file paré of exempt distribution, on or before
the 10th day after the distribution. Alternatively, if@amderwriter distributes securities acquired
under section 2.33 of NI 45-106, either the issuer or the underway complete and file the
form. If there is a syndicate of underwriters, the leadenwriter may file the form on behalf of
the syndicate or each underwriter may file a form relatrige portion of the distribution it was
responsible for.

The required form of report is Form 45-1068Ré&port of Exempt Distributiom all jurisdictions
except British Columbia. In British Columbia, the wegd form of report is Form 45-106F6
British Columbia Report of Exempt Distribution.

In determining if it is required to file a report irparticular jurisdiction, the issuer or underwriter
should consider the following questions:

(@) Is there a distribution in the jurisdiction? (Pleaderrto the securities legislation
of the jurisdiction for guidance, if any, on when a dition occurs in the
jurisdiction.)

(b) If there is a distribution in the jurisdiction, whaeexption from the prospectus
requirement is the issuer relying on for the distributiothefsecurity?

(c) Does the exemption referred to in paragraph (b) triggeporting requirement?
(Reports of exempt distribution are required for distitms made in reliance on
the prospectus exemptions listed in section 6.1 of NI 45-106.)

A distribution may occur in more than one jurisdiction. I ttase, the issuer is required to file a
single report in each Canadian jurisdiction where theiloigion has occurred, except British
Columbia. The report will set out all distributions sch Canadian jurisdiction.

If the distribution occurs in British Columbia and one or enather jurisdictions, the issuer is
required to file Form 45-106F6 with the British Columbia Sk@srCommission and file Form
45-106F1 in the other applicable jurisdictions.

(2) Access to information in jurisdictions other thaitiBin Columbia
The securities legislation of several provinces requirgsitifiormation filed with the securities
regulatory authority or, where applicable, the regulator usdehn securities legislation, be made

available for public inspection during normal business hourspgxor information that the
securities regulatory authority, or where applicableydigelator,
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(a) believes to be personal or other information of sunhture that the desirability
of avoiding disclosure thereof in the interest of any aéi@atdividual outweighs
the desirability of adhering to the principle that inforimaffiled with the
securities regulatory authority or the regulator, asiegple, be available to the
public for inspection,

(b) in Alberta, considers that it would not be prejuditiathe public interest to hold
the information in confidence, and

(c) in Québec, considers that access to the informatiold cesult in serious
prejudice.

Based on the above mentioned provisions of securities legisidt@saecurities regulatory
authorities or regulators, as applicable, have deterntivegdhe information listed in Form 45-
106F1Report of Exempt Distributioi®chedule | (*Schedule 1”) discloses personal or other
information of such a nature that the desirability of dvigj disclosure of this personal
information outweighs the desirability of making the inforimaiavailable to the public for
inspection. In addition, in Alberta, the regulator cdess that it would not be prejudicial to the
public interest to hold the information listed in Schedutedonfidence. In Québec, the securities
regulatory authority considers that access to Schedylé¢hle public in general could result in
serious prejudice and consequently, the information list&thedule | will not be made publicly
available.

3) Filings in British Columbia

For filings made in British Columbia, issuers are regpiio file Form 45-106F6 and pay the fees
associated with that filing electronically using BCS€eevices. This requirement only applies to
filings that are required to be made within 10 days ofitkibution. It does not apply to filings
made annually by investment funds under section 6.2(2) of NI 45P1€ése refer to BC
Instrument 13-50Electronic Filing of Reports of Exempt Distributi@or further information.

5.2 Forms required under the offering memorandum exemptio

NI 45-106 designates two forms of offering memorandum. The fform 45-106F2, is for non-
gualifying issuers and the second, Form 45-106F3, can only béwsgelifying issuers (as
defined in NI 45-106).

The required form of risk acknowledgment under sections 2.3@(1), 2.9(2) and 3.9(2) of NI
45-106 is Form 45-106F4.

5.3 Real estate securities
Certain jurisdictions impose alternative or additionathiisure requirements in relation to the
distribution of real estate securities by offering memduan. Refer to securities legislation in the

jurisdictions where securities are being distributed.

54 Risk Acknowledgement Form Respecting Close Personal nids
and Close Business Associates — Saskatchewan

In Saskatchewan, a risk acknowledgment is also requireéer section 2.6(1) of NI 45-106 (and
under section 3.6(1)) if the person intends to rely upon thel{afmends and business
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associates exemption” in section 2.5 (or in section 3.8l @b-106, which is based on a
relationship of close personal friendship or close busimessciation. The form of risk
acknowledgement required in these circumstances is Foi0@Fb.

PART 6 — RESALE OF SECURITIES ACQUIRED UNDER AN EXEMPTION
6.1 Resale restrictions

In most jurisdictions, securities distributed under apeotus exemption may be subject to
restrictions on their resale. The particular resaléfirst trade”, restrictions depend on the parties
to the distribution and the particular exemption that wasdelpon to distribute the securities. In
certain circumstances, no resale restrictions willyappt the securities acquired under an
exempt distribution will be freely tradable.

Resale restrictions are imposed under National Insinudfe 102Resale of SecuritigSNI 45-
102”). While NI 45-106 contains text boxes providing commentaryesale, these text boxes are
intended as guidance only and are not a substitute for iegeie applicable provisions in NI
45-102 to determine what resale restrictions, if any, apglye securities in question.

The resale restrictions operate by the resale traosadggering the prospectus requirement
unless certain conditions are satisfied. Securities thagudbject to such restrictions in
circumstances where the conditions cannot be satisfied mastineless be distributed under an
exemption from the prospectus requirement, whether under NI 46rIfi6er securities
legislation.

Amended and Restated September 28, 2009 except in Ontario.
In Ontario, Amended and Restated on the later of théollowing:
(@) September 28, 2009;

(b) the day on which sections 5 and 11, subsectib?(1) and section 13 of Schedule 26 of
the Budget Measures Act, 2009 are proclaimed in force.

PART 7 — TRANSITION
7.1 Transition — Application of Amendments— The amendments to NI 45-106 and this
Companion Policy which came into effect on January 1, 20}1amgly in respect of an
offering memorandum or an amendment to an offering merdara of an issuer which

includes or incorporates by reference financial statésnaf the issuer in respect of
periods relating to financial years beginning on or afteudey 1, 2011.

[Amended October 3, 2011]
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