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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 - Circular
Relief - An issuer wants relief from the requiremeninclude prospectus-level
disclosure in an information circular to be circulatedonnection with an
arrangement, reorganization, acquisition or amalgamafidw issuer is only
internally restructuring, not adding or removing any assetbamging the
shareholders’ proportionate interest in the issugr&rations; the issuer will
provide sufficient information about the transactiondbareholders to understand
the restructuring

National Instrument 44-101, s. 8hort Form Prospectus Distributions -
Qualification Relief - An issuer wants relief frohetqualification criteria in NI
44-101 so it can file a short form prospectus - The isswen&w reporting issuer
that is the continuation of an existing business; thigeissatisfies all the criteria
for the exemption in s. 2.7 except that the audited caatiparannual financial
statements incorporated in its final prospectus ardsiotun, but are the financial
statements of the existing business

National Instrument 44-101, s. 8&hort Form Prospectus Distributions -
Prospectus Relief - The filer wants to file its sHortn prospectus less then 10
days after it files its notice of intention to fileshort form prospectus - The issuer
IS a successor issuer resulting from the conversi@am aicome fund under a plan
of arrangement; the issuer would be entitled to rely ereg@mption for
successor issuers in s. 2.7(2) except that the finanatehstnts incorporated into
the information circular are not its own but are thosthe existing business; the
issuer is otherwise qualified to file a short form prospeahe existing business
is not required to file a notice of intention by virtueso02.8(4); the relevant
continuous disclosure for investors under the offeririgascontinuous disclosure
of the fund, which will be incorporated by reference tht® short form prospectus

Securities Act s. 169 - Confidentiality Relief - An applicant wants tefxen
application and order confidential for a limited amountiroe after the order is
granted - The record provides intimate financial, personather information;
the disclosure of the information before a specifingaztion would be
detrimental to the person affected; the informatiot lvélmade available after a
specific date
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Applicable British Columbia Provisions

National Instrument 51-102, s. 13bntinuous Disclosure Obligations
National Instrument 44-101, s. 8hort Form Prospectus Distributions
Securities Act, R.S.B.C. 1996, c. 418, s. 169

In the Matter of
the Securities Legislation
of British Columbia and Ontario
(the Jurisdictions)

and

In the Matter
of the Process for Exemptive Relief Applications inlfytle Jurisdictions

and

In the Matter of
Pacific Forest Regeneration Income Fund (the Fund)
and PRT Inc. (PRT Inc.), a company resulting from thalgamation of the
Fund’s two wholly-owned subsidiaries,
Pacific Regeneration Technologies Inc. (PRT) and dynexworporated wholly-
owned subsidiary of the Fund (PRT Newco)
(together, the Applicants)

Decision

Background

11 The securities regulatory authority or regulator in esfdne Jurisdictions (the
Decision Maker) has received an application from thelidapts for a decision
under the securities legislation of the Jurisdictidhe (egislation):

(i) exempting the Fund from the requirement under Item 1#¥E2on 51-
102F5Information Circular (the Circular Form) of the Legislation to
include in the management information circular (InforoxatCircular) to
be prepared by the Fund and delivered to the holders (Uettsdlof trust
units (Units) in connection with a special meeting (Megtof
Unitholders expected to be held in June 2011 for the purposes of
considering a statutory plan of arrangement resultingdrreorganization
of the Fund’s trust structure into a corporate structines Conversion
Transactions): (a) the financial statements of PR THe financial years
ended December 31, 2010, December 31, 2009, and December 31, 2008;
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(b) the corresponding management’s discussion and &nédyshe

financial years ended December 31, 2010, and December 31, 2008) and (
certain comparative statements of PRT and of PRTimduding (i) a
comparative income statement, a statement of retaigadngs, and a cash
flow statement of PRT Inc. for the most recentrimieperiod ended more

than 45 days before the date of the Information Circalad (ii) a balance
sheet of PRT Inc. as at the end of the most rectmm period ended more
than 45 days before the date of the Information Cirdther Circular Relief

);

(i) exempting PRT Inc. from the qualification crit@ffor short form prospectus
eligibility contained in subsection 2.2(d) of Natiof@trument 44-101
Short Form Prospectus Distributions (NI 44-101) following completion of
the Conversion Transactions until the earlier oMa)ch 31, 2012; and (b)
the date upon which PRT Inc. has filed both its annoantial statements
and annual information form for the year ended Dece@be?011, under
NI 51-102Continuous Disclosure Obligations (NI 51-102) (the
Qualification Relief);

(iyexempting PRT Inc. from the requirement to file@tice declaring its
intention to be qualified to file a short form prospectusast 10 business
days prior to the filing of its first preliminary shdorm prospectus after the
notice (the Prospectus Relief); and

(iv) the application and this decision be held in comigdeby the Decision
Makers (the Confidentiality Relief).

Under the Process for Exemptive Relief Applications uthle Jurisdictions (for a
dual application):

(i) the British Columbia Securities Commission ie firincipal regulator for
this Application;

(if) the Applicants have provided notice that subsectiotil) of Multilateral
Instrument 11-10Passport System (M1 11-102) is intended to be relied
upon in Alberta, Saskatchewan, Manitoba, Quebec, New ®BicikisNova
Scotia, Prince Edward Island, and Newfoundland and Labraddr

(ithe decision is the decision of the principal regotaand evidences the
decision of the securities regulatory authority or ragulin Ontario.
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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 representedeogpplicants:

1.

10.

the Fund is an unincorporated, open-ended, limited purposestablished
under the laws of the Province of British Columbia punst@ a trust
indenture dated May 14, 1997;

. the Fund is a reporting issuer (or the equivalent thene@ach province of

Canada and is currently not in default of the seculiggislation of any
jurisdiction;

the Fund is authorized to issue an unlimited number oflmt as at March
23, 2011, the Fund had 9,757,631 Units issued and outstanding;

the Units are listed and posted for trading on the Tor8tbck Exchange
(TSX) under the trading symbol “PRT.UN”;

the Fund has filed an AIF and has current financial se&sr(as such terms
are defined in NI 44-101) for the financial year ended Dece81he2010;

the Fund holds all of the common shares (PRT Shanesh@secured
subordinated notes (PRT Notes) of PRT, a corporatmorporated under the
laws of British Columbia;

. PRT is not a reporting issuer in any jurisdiction andRR8 Shares and the

PRT Notes are not listed or posted for trading on aniamg@e or quotation
and trade reporting system;

the Fund does not carry on an active business, but hbtdsigh the PRT
Shares and the PRT Notes, an indirect 100% intere®Tnvhich carries on
a forest seedling business (the Business);

PRT Newco is a direct wholly-owned subsidiary of Fusd and will have
conducted no business prior to the effective date (thetiviebDate) of the
Conversion Transactions;

as the final step of the Conversion Transaction, BRITPRT Newco will
amalgamate and will continue as PRT Inc.;
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11.prior to the completion of the Conversion Transacti®RT Inc. will not be a
reporting issuer in any jurisdiction and its common sh@®&d Inc. Shares)
will not be listed or posted for trading on any exchamgguotation and trade
reporting system;

12.as part of the Conversion Transactions: (i) the Unilisoe cancelled; (ii)
PRT Newco Shares will be distributed to holders of Umit& one-for-one
basis; (iii) the Fund will be dissolved into PRT New(g) PRT Newco and
PRT will amalgamate and continue as PRT Inc.; (v) RRTWill continue to
carry on the Business presently carried out on belafe Fund by PRT; and
(vi) PRT Inc. will own, directly or indirectly, abf the existing assets and
assume all of the existing liabilities of the Fundeefively resulting in the
reorganization of the Fund’s trust structure into a cotpatucture;

13.following the completion of the Conversion Transaiesi: (i) the sole business
of PRT Inc. will be the current business of the Funyla(i Unitholders of the
Fund will own PRT Inc. Shares; (iii) PRT Inc. wikla reporting issuer or the
equivalent under the securities legislation in allhaf provinces of Canada,
and (iv) the PRT Inc. Shares will, subject to approvahieyTSX, be listed on
the TSX;

14.the Conversion Transactions will not result in a ¢eaim beneficial
ownership of the assets and liabilities of the Fund @@ IAc. will continue
to carry on the Business following the Conversion Tretisas; the
Conversion Transactions will be an internal reorgdiminaundertaken without
dilution to the Unitholders; the Unitholders will, follamg completion of the
Conversion Transactions, be the shareholders of PRT In

15.under the Fund’s constating documents and applicable coramétgecurities
laws, the Unitholders will be required to approve the Coswa Transactions
at the Meeting; the Conversion Transactions musppeoaed by not less than
two-thirds of the votes cast by Unitholders at the tihge the Meeting is
anticipated to take place on June 13, 2011, and the Inforn@iticular is
expected to be mailed on or around May 16, 2011;

16.the Conversion Transactions will be accounted foa eontinuity of interest
basis and accordingly, following the Conversion Tratisas, the
comparative consolidated financial statements for PRTplror to the
Conversion Transactions will reflect the financialigos, results of
operations and cash flows as if PRT Inc. had alwaygedann the business
formerly carried on by the Fund;
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17.the Conversion Transactions will be a restructuringsaation under NI 51-
102 in respect of the Fund and therefore will require campé with Item
14.2 of the Circular Form;

18.1tem 14.2 of the Circular Form requires, among otherstehat the
Information Circular contain the disclosure (includimmphcial statements and
management’s discussion and analysis) prescribed undeitissdegislation
and described in the form of prospectus that PRT Inc.dMoaikeligible to use
immediately prior to the sending and filing of the InforimatCircular for a
distribution of its securities; therefore, the Infotima Circular must contain
the disclosure in respect of PRT Inc. prescribed bynFk-101F1
Information Required in a Prospectus (the Prospectus Form) and by NI 41-
101;

19.as PRT Inc. will not have been in existence foreéhrears on the date of the
Information Circular, Item 32.1(a) of the Prospectus Forquires that the
financial statements of PRT be included as it is thdgmessor entity that will
form the business of PRT Inc.;

20.Items 8.2(l)(a) and 8.2(2) of the Prospectus Form requirBuhd to include
management’s discussion and analysis correspondinglicoé#he financial
years ended December 31, 2010, and December 31, 2009, of PRT (the
MD&A) in the Information Circular;

21.1tem 32.2(1) of the Prospectus Form requires the Fund ltedmcertain
annual financial statements of PRT in the Informatiaic@ar, including: (i)
statements of income, retained earnings and cash dbRRBT for each of the
financial years ended December 31, 2010, December 31, 2009, anddeecem
31, 2008; and (ii) a balance sheet of PRT as at the endaainiber 31, 2010,
and December 31, 2009 (the PRT Financial Statements); itioexdiem
32.3(1) of the Prospectus Form requires the Fund to inclutsrce
comparative statements of PRT and of PRT Inc. inrtfeemation Circular
(the Interim Financial Statements), including (a) a garative income
statement, a statement of retained earnings, and dloasstatement of PRT
Inc. for the most recent interim period ended more #tadays before the
date of the Information Circular and (b) a balance sbeBRT Inc. as at the
end of the most recent interim period ended more thanyihddore the date
of the Information Circular (the PRT Financial Stagerts and the Interim
Financial Statements are referred to collectivelthas=inancial Statements);

22.subsection 4.2(1) of NI 41-101 requires that the PRT FinaBtaéments
required to be included in the Information Circular mestibdited in
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accordance with National Instrument 52-J¢eptable Accounting
Principles and Auditing Sandards (NI 52-107);

23.PRT Newco was established for the exclusive purpose otieffdtie
Conversion Transactions and will have no materiadtagether than a
nominal amount of cash) or business operations pridret&ffective Date;

24.PRT Inc. will result from the amalgamation of PRTd&RT Newco on the
Effective Date;

25.the financial statements of the Fund are reported onsotdated basis,
which includes the financial results of PRT; PRT doesedrt its financial
results independently from the consolidated financa&kstents of the Fund,;
the Financial Statements and the MD&A, if prepared, woolkdinclude the
accounts of the Fund; there are transactions betthedfund and PRT that
would be eliminated when consolidation is performed; &s@nt the Financial
Statements and the MD&A in the Information Circulahich would exclude
accounts of the Fund, would present the effects of amdyside of the
financing activities between the Fund and PRT; this wowddltrén intra-
group liabilities and intragroup interest expense beingatefiein the
Financial Statements;

26.the Financial Statements and the MD&A are not relet@athe Unitholders
for the purposes of considering the Conversion Transegtance the
Conversion Transactions are completed, the finan@tdments and
management’s discussion and analysis of PRT Incb&ifubstantially and
materially the same as the consolidated financialrsetes of the Fund filed
in accordance with Part 4 of NI 51-102 because the finaposation of the
entity that exists both before and after the Convar$i@ansactions is
substantially the same;

27.the Information Circular will contain prospectus legledclosure in accordance
with the Prospectus Form (other than the FinanciakBiants and MD&A)
and will contain sufficient information to enable asenable Unitholder to
form a reasoned judgement concerning the nature and efféwt Conversion
Transactions and the nature of the resultant publicyeantd reporting issuer
from the Conversion Transactions, being PRT Inc.;

28.subsection 2.7(2) of NI 44-101 contains an exemption for suacesssiers
from the qualification criteria for short form prospeg eligibility contained in
subsection 2.2(d) of NI 44-101, if an information circuldatiag to the
restructuring transaction that resulted in the successoer was filed by the
successor issuer or an issuer that was a party to thecteshg transaction, and
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such information circular (i) complied with applicable sé@&s legislation, and
(i) included disclosure in accordance with Item 14.2 ob b4 the Circular
Form of the successor issuer; PRT Inc. cannot relyisexemption because
the Financial Statements and MD&A will not be includethie Information
Circular if the Circular Relief is granted,;

29.the Fund is qualified to file a prospectus in the form sii@rt form prospectus
under section 2.2 of NI 44-101 and is deemed to have filedice raft
intention to be qualified to file a short form prospeatnder subsection 2.8(4)
of NI 44-101;

30.the Applicants anticipate that PRT Inc. may wish teehdne ability to file a
preliminary short form prospectus following the complebdthe Conversion
Transactions, relating to the offering or potentiaédffg of securities
(including common shares or debt securities) of PRT, Inc

31.in anticipation of the filing of a preliminary shortrfo prospectus, and
assuming the Conversion Transactions have been cadplRT Inc. intends
to file a notice of intention to be qualified to fileshort form prospectus (the
Notice of Intention) following completion of the Comg®n Transactions; in
the absence of the Prospectus Relief, PRT Inc. wilbaajualified to file a
preliminary short form prospectus until 10 business days taftedate upon
which the Notice of Intention is filed:;

32.pursuant to the qualification criteria set forth in saT.2 of NI 44-101 as
modified in the Qualification Relief, following the Cegrsion Transactions,
PRT Inc. will be qualified to file a short form prospesunder NI 44-101,

33. notwithstanding section 2.2 of NI 44-101 as modified inQlelification
Relief, subsection 2.8(1) of NI 44-101 provides that an isisusst qualified
to file a short form prospectus unless it has filed acaateclaring its intention
to be qualified to file a short form prospectus at leadiudiness days prior to
the issuer filing its first preliminary short form prospes; and

34.the short form prospectus of PRT Inc. will incorporatedfgrence the
documents that would be required to be incorporated by refererder Iltem
11 of Form 44-101F1 in a short form prospectus of PRT Inencakfied by
the Qualification Relief.

Decision
Each of the Decision Makers is satisfied that thegi®meimeets the test set out in
the Legislation for the Decision Maker to make theisien.
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The decision of the Decision Makers under the Legisias that:

(i) the Circular Relief is granted provided that the tnfation Circular
discloses that PRT Newco is a newly incorporatedyettitét has no
material assets, income or liabilities and that PRCT is a corporation

resulting from the amalgamation of PRT and PRT Newtthe Effective
Date;

(il) the Qualification Relief is granted provided that amprt form prospectus
filed by PRT Inc. under NI 44-101 during the Qualification &feli
specifically incorporates by reference:

(a) the Information Circular and any financial statetaemd related
management’s discussion and analysis of the Fund io@igal by
reference into the Information Circular, and

(b) any financial statements, management’s discussmamalysis,
material change reports or other documents that would bahe t

incorporated by reference in any short form prospectushyetie
Fund;

(ithe Prospectus Relief is granted provided that, atithe PRT Inc. files its
Notice of Intention, PRT Inc. meets the requiremeftseotion 2.2 of NI
44-101, as modified by the Qualification Relief; and

(iv)the Confidentiality Relief is granted until the earldr

(a) the date on which the Fund publicly announces the Conwversio
Transactions;

(b) the date on which the Fund mails the Information Cancul

(c) the date the Fund advises the principal regulator thed th@o longer

any need for the application and this decision to renwifidential;
and

(d) that date that is 60 days after the date of this decision

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