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February 1, 2010

Headnote

Multilateral Instrument 11-10Passport System and National Policy 11-203
Process for Exemptive Relief Applicationsin Multiple Jurisdictions— National
Instrument 52-10Acceptable Accounting Principles, Auditing Standards and
Reporting Currency, sections 3.2(a) and 9.1 — requirement that auditor’s report
must not contain a reservation - An issuer wantefrélbm the requirement that
financial statements required by securities legislabare audited must be
accompanied by an auditor’s report that does not coateeservation - The
auditors were not in attendance at the physical invenédrgg and not able to
satisfy themselves by other auditing procedures as to tmengpaventory
guantities; the issuer's most recent financial statesweill include balance sheet
and statements of operations and retained earnings antloseslas comparatives
and the audit report will not contain a reservation;iskaer has been in default
since filing the inventory reservation; the issuer acknowledigat any rights of
action are not terminated as a result of the relief

Applicable British Columbia Provisions
National Instrument 52-10Xcceptable Accounting Principles, Auditing
Sandards and Reporting Currency, sections 3.2(a) and 9.1

In the Matter of
the Securities Legislation of
British Columbia
(the Jurisdiction)
and

In the Matter of
the Process for Exemptive Relief Applications in MuléiJurisdictions

and
In the Matter of
HSF Capital Corporation
(the Filer)

Decision
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Background

The principal regulator in the Jurisdiction has reagiare application from the
Filer for a decision under the securities legislatbthe Jurisdiction of the
principal regulator (the Legislation) for an exemptimm the requirement that
financial statements filed by the Filer for the finangirs of the Target (defined
below) ended April 30, 2009, 2008 and 2007, must be accompanied by an
auditor’s report without a reservation (the Requestdigfre

Under the Process for Exemptive Relief Application mltiple Jurisdictions (for
a passport application):

(a) the British Columbia Securities Commission is thegpal regulator for
this application, and

(b) the Filer has provided notice that section 4.7(1) of Mai&ilal Instrument
11-102Passport System (Ml 11-102) is tended to be relied upon in
Alberta.

Interpretation
Terms defined in National Instrument 14-1Dé&initions and MI 11-102 have the
same meaning if used in this decision, unless otherwise defined.

Representations
This decision is based on the following facts representedebksiler:

1. the head office of the Filer is located in Richmondtigir Columbia;

2. the Filer is a reporting issuer in the Provinces ofi@riColumbia and
Alberta;

3. the common shares of the Filer are listed for tradintherNEX Board of the
TSXV under the symbol “HSF.H”;

4. the Filer was incorporated under tBasiness Corporations Act (British
Columbia) on July 26, 2005;

5. the Filer entered into an acquisition agreement on hoee 11, 2009, with
Creative Grace Limited (the Target) and its sharehqgldensurchase all of the
issued and outstanding shares of the Target (the Acquaijsitvhich will be
the Filer’'s qualifying transaction on the TSX Venture liatge (TSXV);

6. the Target is a private Hong Kong corporation that wesrporated in
December 2008 as a holding company owning all of the issued and
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outstanding shares of an operating entity and a relai@ble interest entity
whose only business is to purchase and process raw atgferithe operating
entity;

7. Lo Porter Hetu (the Auditors) were appointed the audabtbe Target in
2009;

8. the Auditors were not able to observe the counting of palysigentories as
at April 30, 2007, or satisfy themselves concerning the iovgmuantities by
alternative means;

9. since opening and closing inventories enter into the detation of the
results of operations and cash flows, the Auditorewet able to determine
whether adjustments to cost of sales, income taxesmamme, and cash
provided from operations for the years ended April 30, 2007 and 208 m
have been necessary (the Reservation);

10.the Auditors’ report with respect to the balance shé#teoTarget as at April
30, 2008 and April, 30, 2009, and for the financial year ended Apri(319,
does not contain a reservation;

11.on December 9, 2009 (the Default Date), the Filer filednformation circular
in respect of the Acquisition, which included, among othegs, the
Auditor’s report containing the Reservation;

12.the Filer has filed a draft Filing Statement with thexW¥Swvhich, among other
things, includes the Auditor’s report containing the Resermati

13.under the policies of the TSXV, the Filing Statementtnbesfiled on SEDAR
once the TSXV approves the Filing Statement in finahfcdhe TSXV has
made it a condition of its approval of the qualifyinghsaction that the Filer
obtain the Requested Relief;

14.due to the Reservation, the Filer cannot complete itsfguagltransaction as
proposed unless the Requested Relief is granted;

15.the Filer is currently, and has been since the Delatk, in default of
securities legislation due to the inclusion of the Aordstreport containing the
Reservation, in its information circular;

16. Except for the default noted above, the Filer is natafault of securities
legislation in any jurisdiction in which it is a repodiissuer; and
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17.the Filer acknowledges that any right of action, reynpénalty, or sanction
available to any person or securities regulatory authagémst the Filer from
the Default Date until the date of this decision docungenot terminated or
altered as a result of such decision.

Decision
The principal regulator is satisfied that the decisi@ets the test set out in the
Legislation for the principal regulator to make the diec.

The decision of the principal regulator under the Letiesias that the Requested
Relief is granted.

Martin Eady, CA
Acting Executive Director
British Columbia Securities Commission



	CitationValue

