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Headnote
Multilateral Instrument 11-10Passport System and National Policy 11-203
Process for Exemptive Relief Applicationsin Multiple Jurisdictions

National Instrument 51-102, s. 13bntinuous Disclosure Obligations —
requirement to file audited annual financial statementa foarticular period in
connection with a reverse takeover - An issuer waalisf from the requirement

to file audited annual financial statements for a padicpériod in connection

with a reverse takeover transaction - Audit Exemptidhe issuer has completed
a reverse takeover; the annual financial statementeotverse takeover acquirer
for the third year back have not been audited; the nregsit audited financial
statements of the reverse takeover acquirer arederiad of less than 12 months;
the reverse takeover acquirer would be a junior issuer INd&t-101 if it were

to file a preliminary prospectus; the issuer will providewstrinancial statements
of the reverse takeover acquirer for the second yedrthat have been audited
and for the third year back that have been reviewed mrdance with the
standards set out in the Handbook for a review by a pabtiountant

National Instrument 52-107, s. 9Atceptable Accounting Principles, Auditing
Sandards and Reporting Currency — requirement that an auditor’s report does not
contain a reservation - An issuer wants relief fittnrequirement that financial
statements required by securities legislation to beedidiust be accompanied by
an auditor’s report that does not contain a reservatieservation Exemption -
The auditors were not in attendance at the physical iometdking and not able

to satisfy themselves by other auditing procedures as tupd@ng inventory
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

Applicable British Columbia Provisions

National Instrument 51-102, s. 13bntinuous Disclosure Obligations
National Instrument 52-107, s. 9Atceptable Accounting Principles, Auditing
Sandards and Reporting Currency
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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
Darford International Inc. (Darford) and Darford Indussrinc.
(the Reverse Takeover Acquirer)
(together, the Filers)

Decision

Background

11 The principal regulator in the Jurisdiction has reai@a application from the
Filers for a decision under the securities legislabibtine Jurisdiction of the
principal regulator (the Legislation) that:

(a) the requirement that annual financial statements mustithéed does not
apply to the Reverse Takeover Acquirer’s financialestants for the
financial year ended May 31, 2007 (the Audit Exemption); and

(b) the requirement that an auditor’s report must not conteaservation does
not apply to the Reverse Takeover Acquirer’s audited fiahstatements
for the financial year ended May 31, 2008, (the Reservab@mption).

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

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

(b) the Filers have provided notice that section 4.7(1) ofilteral
Instrument 11-10Passport System (Ml 11-102) is intended to be relied
upon in Alberta.
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Interpretation
Terms defined in National Instrument 14-1Dé&initions and Ml 11-102 have the
same meaning if used in this decision, unless otherwise defined.

Representations
This decision is based on the following facts representedeblfilers:

1.

the Filers selected the British Columbia Securitiesn@ission to act as
principal regulator since the head offices of the Fitgeslocated in British
Columbia;

. Darford is a “reporting issuer” within the meaning of apgdlile securities

legislation in British Columbia and Alberta; Darfor¢emmon shares are
listed on the TSX Venture Exchange (the TSXV);

the Reverse Takeover Acquirer is not a “reporting issuihin the meaning
of applicable securities legislation in any jurisdictafrCanada; the Reverse
Takeover Acquirer's common shares are not listed orsergk exchange or
guotation system;

on January 26, 2010, Darford closed its qualifying transactidaruhe
policies of the TSXV pursuant to which it acquired 100%hefissued and
outstanding common shares of the Reverse Takeoverr&cdpyi means of a
reverse takeover (the Transaction); on February 3, 20&6dtved final
TSXV acceptance of the Transaction;

in connection with the Transaction, Darford filed amskedminated to its
shareholders an information circular dated November 23, @R8%ircular)
containing the disclosure required under TSXV policiesQineular included
audited financial statements of the Reverse Takeover Atdor the years
ended March 31, 2009 and May 31, 2008;

under the TSXV policies, the Darford shareholders wetgequired to
approve the Transaction, therefore, a filing statenmstéad of an information
circular was required; Darford had an upcoming annual gemereting and
decided to seek approval of certain special business retatiee Transaction,
but not the Transaction itself, at this meeting; wiith consent of the TSXV,
Darford included the disclosure required in a filing sta&einin the Circular;

Darford received exemptions from the policies of TSXsttwould have
otherwise required the inclusion in the Circular oJ.ga income statement,
statements of retained earnings and cash flows of ther&eTakeover
Acquirer for the financial year ended May 31, 2007; and (Wreyualified
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10.

11.

12.

13.

auditor’s report with respect to the Reverse Takedeguirer's audited
financial statements for the financial year ended Btgy2008;

completion of the Transaction triggered the requiremehsection
4.10(2)(a)(ii) of National Instrument 51-1@dntinuous Disclosure
Obligations, which requires Darford to file financial statementshaf Reverse
Takeover Acquirer as required in the form of prospectaisttie Reverse
Takeover Acquirer would have been eligible to use pridhéoTransaction;
the applicable form of prospectus for the Reverse Take&aguirer is Form
41-101Flinformation Required in a Prospectus (Form 41-101F1);

Form 41-101F1 contains an exemption from the audit requireimetne
second and third most recently completed financial yeangded the issuer is
a junior issuer and the financial statements for tbstmecently completed
financial year is not less than 12 months in lengté Jimior Issuer
Exemption);

if the Reverse Takeover Acquirer were to file a pralamy prospectyst
would meet the definition of “junior issuer” in Natioraktrument 41-101
General Prospectus Requirements;

the Reverse Takeover Acquirer changed its year end frayn3¥ to March
31 during its 2009 financial year; the Reverse Takeover Acocaranot rely
on the Junior Issuer Exemption because its most rgasotipleted financial
year, for the period ended March 31, 2009, is only ten monghsad of 12
months in length;

Grant Thornton LLP (the Auditor) was appointed as audtahe Reverse
Takeover Acquirer during its 2009 financial year and was nettalbbserve
the counting of physical inventories as at any date pribfaech 31, 2009; the
Auditor was able to satisfy itself concerning inventoryabaks at May 31,
2008 through alternative means; the Auditor was unable igfysiself
concerning inventory balances at May 31, 2007 through obserwation
through alternative means;

because the Auditor was unable to satisfy itself camegrinventory balances
at May 31, 2007, it was unable to determine whether adjusttaeethts cost of
sales, income taxes, net income and cash flows d@emations for the year
ended May 31, 2008 might be necessary or whether adjusttogstained
earnings at June 1, 2007 might also be necessary; the Abndg@pined that,
except for the adjustments, if any, which might havenlsetermined to be
necessary had it been able to examine inventory quargies May 31, 2007,
the financial statements for the financial year endey 81a 2008 present
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fairly, in all material respects, the financial pasitiof the Reverse Takeover
Acquirer as at May 31, 2008 and the results of its op&stnd its cash flows
for the year ended May 31, 2008 in accordance with Can&haP;

14.the Reverse Takeover Acquirer is not in default ofisges legislation in any
jurisdiction in Canada; and

15. Darford is not in default of securities legislatioramy jurisdiction in Canada
except that it has not filed audited financial statesiefhthe Reverse
Takeover Acquirer for the financial year ended May 31, 20@Ghor
unqualified auditor’s report for the Reverse Takeover Aenisi audited
financial statements for the financial year ended Btgy2008.

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

The decision of the principal regulator under the Letjsias that:

(a) the Audit Exemption is granted provided that Darfdes fiinancial
statements of the Reverse Takeover Acquirer foritl@n€ial year ended
May 31, 2007 that have been reviewed in accordance witleldneant
standards set out in the Handbook for a review of @izistatements by a
public accountant; and

(b) the Reservation Exemption is granted provided thabhfiles audited
financial statements of the Reverse Takeover Acqtorea period of at
least six months subsequent to May 31, 2008 together wahditor’s
report that does not contain a reservation.

Martin Eady, CA
Director, Corporate Finance
British Columbia Securities Commission
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