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Headnote
Mutual Reliance Review System for Exemptive Relief Appiames

National Instrument 51-102ontinuous Disclosure Obligations. 13.1 — all
continuous disclosure requirements - General - An isgaats an exemption
from having to file continuous disclosure documents to petnatrely on the
continuous disclosure documents of its parent issuee isBuer is an
exchangeable share issuer that complies with all adahditions for continuous
disclosure relief in section 13.3 of National Instrunt&htl 02Continuous
Disclosure Obligationgxcept that it has issued securities other than those
permitted in s. 13.3(2)(c); the issuer and its parent withgly with conditions
that parallel substantially those in section 13.3; $kaear will provide alternative
financial information that will enable holders of égchangeable shares to value
their liquidation rights

Multilateral Instrument 52-10€ertification of Disclosure in Issuers Annual and
Interim Filings s.4.5 — certification requirements - An issuer waglief from the
requirements in Parts 2 and 3 of Ml 52-109 to file annual aedinm certificates -
The issuer has applied for and received an exemptionfiiiaghinterim and
annual financial statements

National Instrument 52-11Audit Committee Requiremenrtsaudit committee
requirements - An exchangeable share issuer wantseampérn from NI 52-110
Audit Committees The issuer is an exchangeable share issuer; the issuer
exempt from continuous disclosure requirements providéestthe continuous
disclosure of its parent and provides alternative firdneformation to holders of
its exchangeable shares; the parent is subject to UScautmittee requirements

National Instrument 58-10Risclosure of Corporate Governance Practicess.1
— corporate governance disclosure requirements - Amagxgeable share issuer
wants an exemption from NI 58-101 - The issuer is an exydable share issuer
that complies with all of the conditions for contous disclosure relief in section
13.3 of National Instrument 51-1@ntinuous Disclosure Obligatiorexcept
that it has issued certain securities other than thesuitted under s. 13.3(2(c);
the additional securities are exchangeable sharesdhmttaneet the definition of
“designated exchangeable security” and certain rightsepgamder employee
benefit plans to earn stock in the parent

Applicable British Columbia Provisions
Securities AGtR.S.B.C. 1996, c. 418, ss. 85 and 91
Securities Rules, ss. 144 and 145
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National Instrument 51-102, s. 13.1 and 13.3
Multilateral Instrument 52-109, s.4.5
National Instrument 52-110, s. 8.1

National Instrument 58-101, s. 3.1

In the Matter of
the Securities Legislation of
British Columbia, Alberta, Saskatchewan, Manitoba,
Ontario, Quebec, New Brunswick, Nova Scotia,
Newfoundland and Labrador, Prince Edward Island,
Yukon Territory, Northwest Territories and Nunavut
(the “Jurisdictions™)

and

In the Matter of
the Mutual Reliance Review System for Exemptive Religblcations

and
In the Matter of
Xerox Canada Inc.
(the “Filer”)

and

Xerox Corporation
(“Xerox”)

MRRS Decision Document

Background
The local securities regulatory authority or regulate (Decision Maker”) in

each of the Jurisdictions has received an applicataon the Filer and Xerox for
a decision under the securities legislation of thesdigtions (the “Legislation”)

that the Filer be exempted from the requirements of:

(a) National Instrument 51-102Continuous Disclosure Obligatiorf&NI 51-
102”) in all the Jurisdictions where NI 51-102 has been adogtd from
any comparable continuous disclosure requirements undeegfieation
that have not yet been repealed or otherwise rendezéddtive as a
consequence of the adoption of NI 51-102;
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(b) Multilateral Instrument 52-109Certification of Disclosure in Issuers’
Annual and Interim Filingg‘MI 52-109”) in all the Jurisdictions where
MI 52-109 has been adopted;

(c) National Instrument 52-110Audit Committee§'NI 52-110") in all the
Jurisdictions where NI 52-110 has been adopted; and

(d) National Instrument 58-101Disclosure of Corporate Governance
Practices(“NI 58-101") in all the Jurisdictions where NI 58-101 hasrbee
adopted,

(collectively, the “Requested Relief”).
Under the Mutual Reliance Review System for ExemptivéeRApplications:

(a) the Ontario Securities Commission is the prinaipgulator for this
application; and

(b) this MRRS decision document evidences the decisieadt Decision
Maker.

Interpretation
Unless otherwise defined, the terms used herein havegaeimg set out in
National Instrument 14-101Definitions

Representations
The Filer has represented to the Decision Makers that:

1. The Filer is a corporation amalgamated under the OBCgupunt to articles
of amalgamation dated November 30, 1989, as amended. Theffiead
the Filer is located in Toronto, Ontario.

2. The Filer is a reporting issuer or the equivalent in ed¢he Jurisdictions and
is a “venture issuer” as defined in NI 51-102, NI 52-110 and NI 58-101

3. The authorized share capital of the Filer consiseainlimited number of
Class A Shares (the “Class A Shares”), an unlimitedbar of preference
shares (the “Preference Shares”) and an unlimited nuofldsn-Voting
Exchangeable Class B Shares (the “Exchangeable Sharekdwing the
filing of the articles of amendment for the Fileratiag the Exchangeable
Shares on February 14, 1990, there were approximately 7,950,086
Exchangeable Shares, 29,996,955 Class A Shares, and 160,000 Ezeferen
Shares outstanding. As of December 31, 2007, there were 684,584
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Exchangeable Shares, 29,996,956 Class A Shares, and 222,376 Bseferen
Shares issued and outstanding.

. The rights, privileges, restrictions and conditionsciiitag to the Class A
Shares and the Preference Shares are set out lasadi@malgamation of the
Filer filed on November 30, 1989, as amended by articlesn@ghdment filed
on February 14, 1990.

. Holders of Class A Shares are entitled (i) to dividendassifand when declared
by the directors of the Filer, (i) upon the liquidatiaiissolution or winding-

up of the Filer, to participate rateably with the holdg#rExchangeable Shares
in the assets of the Filer, and (iii) to one voteaspect of each Class A Share
on matters brought before all meetings of holders a$€A Shares.

. Holders of Preference Shares are entitled (i) to fprederential non-
cumulative cash dividends as and when declared by theatseof the Filer,
in priority to dividends paid on the Class A Shares anch&xgeable Shares,
and (ii) upon the liquidation, dissolution or winding-uptied Filer, to receive
only a sum equivalent to the amount paid up thereon pldectred and
unpaid dividends thereon. The Preference Shares aranableeat the option
of the Filer at a price equal to the amount paid up thgremnall declared and
unpaid dividends thereon, and are non-voting.

. The rights, privileges, restrictions and conditionsciiitag to the
Exchangeable Shares are set out in articles of amaridrhthe Filer filed on
February 14, 1990. Holders of Exchangeable Shares aredntitl

(a) at any time without any conditions to exchange one Excladng&hare
for two common shares of Xerox (each a “Xerox Comi8bare”);

(b) to receive notice of, to attend all meetings of shddshe of the Filer, and
to speak thereat, but are not entitled to vote at any saeling. However,
in the event the Filer does not fulfill its obligaticiesexchange within 30
days following the exercise of the exchange conditioa bylder of
Exchangeable Shares, the Exchangeable Shares outstahdithgn the
expiry of such 30 day period, acquire the right to votéherate of one
vote per Exchangeable Share, until such time as theldisfaured.
Holders of Exchangeable Shares do not have voting rights@gpect to
Xerox, whether through a voting trust arrangement or wiker

(c) to dividends calculated by reference to the dividends, if amjame from
time to time on the Xerox Common Shares;
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(d) upon the liquidation, dissolution or winding-up of the Fderther
distribution of assets of the Filer, to participaateably with the holders of
Class A Shares in any distribution of the assethefiler. Holders of
Exchangeable Shares have no rights upon the liquidaligsyglution or
winding-up of Xerox or other distribution of assets of Xerand

(e) pursuant to customary “coat tail” provisions, to requiesFfiier to convert
Exchangeable Shares into Class A Shares solely foopesmf tendering
such shares taken up as part of a take-over bid. Any Cl&émres
obtained upon such conversion that are not taken up as plagttake-
over bid would be reconverted to Exchangeable Shares.

The Filer cannot purchase for cancellation any Exchang&diares unless
there are less than 400,000 Exchangeable Shares outstandingh event,
they may be purchased at a price equal to the fair maaket of such shares.
The articles do not provide for a date on which all ieing Exchangeable
Shares are automatically exchanged into Xerox CommareSh

8. The Exchangeable Shares satisfy the criteria of “desggl exchangeable
securities” within the meaning of section 13.3 of NI 51-102pkthat (i)
holders of Exchangeable Shares do not have voting rightsesect to
matters upon which holders of Xerox Common Sharesrditéed to vote, and
(ii) the liquidation rights of the Exchangeable Shaneswith respect to the
assets of the Filer rather than Xerox.

9. In its financial statements, Xerox accounts for tkeltangeable Shares as
Xerox Common Share equivalents and thus classifieExbleangeable Shares
as part of Xerox’s permanent capital and not as partimdrity interests.

Xerox also includes the Exchangeable Shares in thelatadouof Xerox’s
basic earnings per share, effectively treating the &xgbable Shares as
issued and outstanding Xerox Common Shares.

10.There are no outstanding securities of the Filer (debtjuity) held by anyone
other than Xerox except for (i) the 684,584 issued and outstand
Exchangeable Shares, (ii) restricted stock units graatethployees from
time to time pursuant to employee benefit plans whicrsyr@tmit the holder
thereof to earn Xerox Common Shares over time, apadtock rights granted
to employees prior to 2005 pursuant to employee benefit plaieh rights
enable the holder, upon exercise, to acquire one Xeooxmon Share on
payment of an exercise price.

11. Other than the initial issuance of 7,950,086 Exchangeableshpon their
creation and the issuance to eligible employees of 60E 288 ngeable
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Shares up until the end of 1999 pursuant to its Executive SharieaBer
Option Plan (the “ESPOP”), the Filer has not issuedEatchangeable Shares
since their authorization and has no current interttassue any further
Exchangeable Shares whether pursuant to the ESPOP awisther

12.The rate at which Exchangeable Shares have been exchatga@rox
Common Shares has declined significantly since their ofigigaance, as
follows:

Year Shares Exchanged
1990 - 1995 5,172,078 shares
1996 - 2001 2,635,135 shares
2002 - 2007 68,030 shares

13.As at December 31, 2007, there were 634 registered holdErslodngeable
Shares. Based on enquiries made by it, the Filer unddssthat, as of such
date, approximately 94.4% (646,515) of the 684,584 issued and outstanding
Exchangeable Shares are beneficially held by two largéutishal investors.
As a result, the Filer understands that approximately 6&2fwappear to
hold approximately 5.6% (38,069) of the issued and outstandirftpgeable
Shares and that no individual holds more than 500 Exchamg8hhtes.

14.The 684,584 issued and outstanding Exchangeable Shares represent
approximately 2.2% of the total issued and outstanding eqatysies of the
Filer, being the Class A Shares and the ExchangeabltesSigased on the
Filer's understanding of the beneficial shareholdingeafosth above,
approximately 2.1% of the total equity securities are heldvioybeneficial
holders of Exchangeable Shares, leaving only 0.1% of the expatyities
held by other holders of such shares.

15.The Exchangeable Shares were listed on the Toront& Eta@hange and the
Montreal Exchange until they were delisted on June 18, 1996vialy
applications for delisting filed by the Filer. Such déligtwas sought by the
Filer primarily due to significant declines in trading vole, a significant
decline in the number of outstanding Exchangeable Shards due
shareholders’ having exercised their exchange right andighecosts of
continuing to list the Exchangeable Shares in the gbofehe number of
such shares then outstanding.

16. As at the date hereof, the Exchangeable Shares alistedtor posted for
trading on any securities exchange and the Filer hast@ation of listing
such shares on any securities exchange in the future.



2008 BCSECCOM 292

17.Exchangeable Shares trade very infrequently over the endite Filer's
transfer agent, CIBC Mellon Trust Company, has inforrhedriler that there
have been no trades in Exchangeable Shares since 20@bighlthere may
have been some trades within the 3,529 Exchangeable $e#tdsy CDS
that are not owned by the two largest beneficial owners

18.The Filer has almost $1.7 billion in assets and $1.3 bilhoshareholders’
equity as of December 31, 2007 and over $1.1 billion of revemutbd year
ended December 31, 2007.

19. Xerox, a corporation existing under the laws of theeStd New York, is the
holder of all of the issued and outstanding Class A&shdreing all of the
issued and outstanding voting securities of the Filed)Rmeference Shares.

20.Xerox is a reporting issuer or the equivalent in eaclsdigtion. Pursuant to
orders received by Xerox in 1990 from the securities regylauthority in
each of Ontario, British Columbia, Manitoba and Sadkawan, in the context
of an application for an exemption from the prospectukragistration
requirements in connection with the issuance of theh&mgeable Shares,
Xerox is required to deliver to holders of the Exchange@héges certain
continuous disclosure documents that it is required tpagoeeand file in
accordance with the securities legislation of thasidgictions or the United
States.

21.Xerox is a US domestic registrant under the UnitedeS&curities Exchange
Act of 1934 as amended, (the “1934 Act”) and the Xerox Common Slaaees
listed and posted for trading on the New York Stock Excaamgl other stock
exchanges outside of, but not in, Canada. Xerox is threrstibject to, among
other things, the requirements of section 302(a) oSdrbanes-Oxley Act of
2002 Xerox therefore has in place detailed internal@sbver financial
reporting and, as a subsidiary of Xerox, the Filer is reduo implement and
follow similar internal controls over financial repiog regardless of whether
the Filer itself is required to prepare audited financeteshents.

22.As of December 31, 2007, there were 917,176,350 Xerox CommorsShare
issued and outstanding. If the exchange rights in respélce 684,584 issued
and outstanding Exchangeable Shares were fully exdrdis&69,168 Xerox
Common Shares would be issued, representing approximately 0fit5#o
issued and outstanding Xerox Common Shares after giviagtetf such
issuance.

23.Neither the Filer nor Xerox is in default of any béir continuous disclosure
filing and reporting obligations as reporting issuers in drihe Jurisdictions.
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24.The board of directors of the Filer is comprised aofrfdirectors, three of
whom comprise the audit committee. As a venture issherFiler is exempt
from Part 3 of NI 52-110.

Decision

Each of the Decision Makers is satisfied that thedestained in the Legislation
that provides the Decision Makers with the jurisdictiommake the Decision has
been met.

The Decision of the Decision Makers under the Letistas that the Requested
Relief is granted, provided that:

1. Xerox is the direct or indirect beneficial owneradifof the issued and
outstanding voting securities of the Filer;

2. Xerox is either (i) an SEC issuer (as defined in NI 51-10&) a class of
securities listed or quoted on a U.S. marketplace (asetkiin NI 51-102) that
has filed all documents it is required to file with theited States Securities
and Exchange Commission (the “SEC”); or (ii) a repgrigsuer in a
designated Canadian jurisdiction (as defined in NI 51-102hasdiled all
documents it is required to file under NI 51-102;

3. the Filer does not issue any securities, and does netdmvsecurities
outstanding, other than:

(a) the Exchangeable Shares previously issued;

(b) securities issued to and held by Xerox or an affiliatéerbx;

(c) debt securities issued to and held by banks, loan corpordtansand
investment corporations, savings companies, trust corpcati@asury
branches, savings or credit unions, financial services cates,

insurance companies or other financial institutions; or

(d) securities issued under exemptions from the registregigurement and
prospectus requirement in:

() section 2.24 of National Instrument 45-108respectus and

Registration Exemptiongrovided such securities are issued pursuant

to employee incentive plans of the Filer and corsafly of a right
to the holder thereof to purchase or otherwise acqacersies of
affiliates of the Filer but not shares of the Fitself, or
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(i) section 2.35 of National Instrument 45-108respectus and
Registration Exemptions

4. the Filer files in electronic format:
(a) on or before the 9dday after the end of the Filer’s financial year:

() aconsolidated income statement, statement of retaimeings and
cash flow statement for:

(A) the most recently completed financial year, and

(B) the financial year immediately preceding the most rigen
completed financial year, and

(i) a consolidated balance sheet as at the end of edoh pétiods
referred to in (i) above,

in each case unaudited and without notes or managerdaussion and
analysis of operations and financial condition (“MD&Abut otherwise
prepared in accordance with the accounting principlesilaedtby Xerox
for the relevant period and accompanied by a notice itwdgcthat the
information has not been reviewed by an auditor (thHeetAative Annual
Financial Information”), provided that, notwithstanding tbeefjoing, the
Filer may file the Alternative Annual Financial Infortizan in respect of
its financial year ended December 31, 2007 on or before Aprd(@3B;

(b) on or before the 4bday after the end of each interim period of the Filer:

(i aconsolidated balance sheet as at the end of themrgeriod and a
balance sheet as at the end of the immediately pgrecédancial
year,

(i) a consolidated income statement, statement of retaiaeings and
cash flow statement, all for the year-to-date imbgveriod, and
comparative financial information for the correspondingryte-date
interim period in the immediately preceding financialry@ad

(i) for interim periods other than the first interim perindhe Filer’s
financial year, a consolidated income statement asial ft@awv
statement for the three month period ending on thel&sof the
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interim period and comparative financial information tfos
corresponding period in the preceding financial year,

in each case unaudited and without notes or MD&A, but wailker
prepared in accordance with the accounting principlesilaedtby Xerox
for the relevant period and accompanied by a notice itwdgcthat the
information has not been reviewed by an auditor (thHestAative Interim
Financial Information”);

(c) if Xerox is not a reporting issuer in a designated @emgjurisdiction,
copies of all documents Xerox is required to file vite SEC under the
1934 Act, at the same time as, or as soon as practidedietlae filing by
Xerox of those documents with the SEC; or

(d) if Xerox is a reporting issuer in a desighated Canadiasdjation:

() anotice indicating that, except for the Alterna#venual Financial
Information and the Alternative Interim Financial Infation, the
Filer is relying on the continuous disclosure documeted by
Xerox and setting out where those documents can be found
electronic format, if Xerox is a reporting issuer ie tbcal
jurisdiction; or

(i) copies of all documents Xerox is required to file ursbsaurities
legislation, other than in connection with a disttibn, at the same
time as, or as soon as practicable after, the filing érpXof those
documents with a securities regulatory authority or regyla

5. the Filer includes with the Alternative Annual Finandi#brmation and the
Alternative Interim Financial Information (i) a statent that (A) the financial
information of the Filer and its consolidated subsié®is consolidated into
the financial statements of Xerox, (B) certain amsuaflected in the
financial information relate to transactions betwdenFiler or its
consolidated subsidiaries and Xerox or its subsidiatiesr ahan the Filer, (C)
such transactions are eliminated in the preparatiorecdtidited consolidated
financial statements of Xerox, and (ii) a summargmefce to the types of
such transactions as are considered by the Filer to teziat&o the
Alternative Annual Financial Information or the Altative Interim Financial
Information, as applicable, for the periods presented;

6. the Filer sends or provides the Alternative Annual Firerformation and
the Alternative Interim Financial Information to holdefsExchangeable
Shares in accordance with the procedures prescribed bygampliaw at the
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relevant time with respect to the sending of finanstalements to
shareholders;

7. the Filer or Xerox concurrently sends to all holder&xé¢hangeable Shares all
disclosure materials that are sent to holders of X@mxmon Shares in the
manner and at the time required by: (i) U.S. laws andJa8y marketplace on
which the securities of Xerox are listed, if Xeroxd a reporting issuer in a
designated Canadian jurisdiction, or (i) securitgggdlation, if Xerox is a
reporting issuer in a designated Canadian jurisdiction;

8. Xerox complies with U.S. laws and the requirementgfld. S. marketplace
on which the securities of Xerox are listed if Xerexot a reporting issuer in
a designated Canadian jurisdiction, or securities kgpsl if Xerox is a
reporting issuer in a designated Canadian jurisdictiorgspect of making
public disclosure of material information on a timelgisa

9. the Filer issues a news release and files a matd@age report in accordance
with Part 7 of NI 51-102 for all material changes in resjoé the affairs of the
Filer that are not also material changes in theraffafi Xerox; and

10. Xerox includes in all proxy solicitation materials semholders of
Exchangeable Shares a clear and concise statement that

(a) explains the reason the mailed material relatesysweXerox;

(b) states that the Exchangeable Shares carry a right teedos calculated by
reference to the dividends, if any, declared from tim@nte on the Xerox
Common Shares; and

(c) includes a statement that the Exchangeable Shares do wioiepaay
voting rights with respect to Xerox.

Erez Blumberger
Manager, Corporate Finance
Ontario Securities Commission
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