PART 1
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GENERAL PROSPECTUS REQUIREMENTS

APPLICATION

Application - Except as otherwise specifically provided in
the regulations, a prospectus shall be prepared in
accor dance with Form 41-501F1 and this Rule and shall be
certified, filed and receipted in accor dance with this Rule.

ONTARIO SECURITIES COMMISSION RULE 41-501

GENERAL PROSPECTUSREQUIREMENTS

SOURCE FROM EXISTING INSTRUMENT

Source: New

Source: Reg. s. 52(1)

COMMENTS

Comments.

D
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This Rule is based upon Part I11 of the Regulation, OSC
Policy 5.1 and OSC Policy 5.7. Other rules of specific
application that deal with the preparation, certification,
filing or receipting of prospectuses may override or
supplement the requirements of this Rule.

A proposed general definition rule has been published. It
contains definitions of certain terms used in morethan one
rule. That rulealso provides, amongother things, that terms
used in aruleand defined in section 1 of the SecuritiesAct or
subsection 1(2) of the Regulation will have the respective
meaning given to them in the Securities Act or the
Regulation, asappropriate. Theproposed general definition
rulealsoincor poratestermsdefined in National I nstrument
14-101 Definitions. National Instrument 14-101 contains,
among other things, definitionsfor termsused in morethan
one national instrument.

Throughout thisRule, no reference is madeto preliminary
prospectuses unless it is intended to make a distinction
between a preliminary prospectus and a prospectus. See
subsection 54(1) of the Act.



1.2 Pro Forma Prospectus - Except as otherwise specifically
provided in the regulations, a pro forma prospectus shall
comply with Form 41-501F1 and this Rule.

PART 2 GENERAL REQUIREMENTS

21 Effective Date - A prospectus shall be prepared in
accordance with Ontario securities law as at the date of
issuance of areceipt for the preliminary prospectusor, if a
pro forma prospectusisfiled under section 62 of the Act, the
date of the pro forma prospectus.

2.2 Style of Prospectus

(@D} Except as otherwise provided in a prospectusform
or the regulations, the information contained in a

prospectus
(a) shall bein narrative form;
(b) may bein any order; and

(c) may be expressed in a condensed or
summarized manner if the resulting
disclosure does not obscure the required
information or result in the information
being incomplete and misleading.

2 A prospectus shall include headings that are
descriptiveof theinformation under such headings.
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SOURCE FROM EXISTING INSTRUMENT

Subject to subsection (2), every pro forma prospectus shall
substantially comply with the requirements of the Act and this
Regulation relating to the form and content of a prospectus.

Source: New

Source: Reg. s. 49(1)
(@D} The information contained in a prospectus shall be
presented in narrative form.

Source: Reg. s. 49(2)

2 The information contained in a prospectus need not follow
the order of the items contained in the forms and may be
expressed in a condensed or summarized manner if it does
not obscure any of the required information or any
information necessary to keep the required information
from being incomplete or misleading.

Source: Reg. s. 49(4)

(4) All information contained in a prospectus shall be set out
under appropriate headings or captions reasonably
indicative of the principal subject matter set out thereunder.

COMMENTS

Comment: Thelead-in language was added as somedisclosureitems
(eg., front pagedisclosureto berequired by National I nstrument 41-
101 Prospectus Disclosure Requirements, which will combine
National Policy Nos. 12, 13 and 32 in one instrument, and certain
disclosurerelating to simplified prospectuses) must follow a specific
order or beincluded in a specific part of a prospectus.
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(4)

©)

2.3 Reports

@

A prospectus shall contain a table of contents.

Information required by more than one item of a
prospectus form need not be repeated.

Despite subsection (1), a prospectus may contain a
graph, photograph, map or artwork if it isrelevant
to the business of the issuer and not misleading.

If aper son or company whose profession or business
gives authority to a statement made by the person
or company is named as having prepared or
certified any part of a prospectus or is named as
having prepared or certified areport or valuation

-3-
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Source: Reg. s. 49(5)
(5) Every prospectusshall contain areasonably detailed table of
contents.

Source: Reg. s. 49(6)
(6) Information required by morethan one applicableitem of a
prospectus form need not be repeated.

Source: Reg. s. 46(c)

Unless the Director otherwise permits or requires and unless the
Director determinesthat to permit the inclusion of specific graphs,
photographs or maps would be misleading or detract from the
readability of the prospectus, the prospectus may contain,

(1) graphs that are relevant to matters dealt
with in the text of the prospectus,

(i) photographs, if they include only the
product of the issuer, and

(iii) maps for the purpose of indicating the
locationsof property or oper ations, present
and proposed, of the issuer.

Sources: (1) Reg. s. 34(1)

Except as otherwise provided in the Rules entitled In the Matter of
Rulesfor Shelf Prospectus Offeringsand for Pricing Offerings After
the Prospectus is Receipted (1991), 14 OSCB 1825, National Policy
Statement No. 44 (1991), 14 OSCB 1844, In theM atter of the Prompt
Offering Qualification System (1993), 16 OSCB 732, 16 OSCB 949
and National Policy Statement No. 47 (1993), 16 OSCB 765, where

COMMENTS

Comment: The reference to a determination by the Director in
paragraph 46(c) of the Regulation has been deleted to reflect the
current practice of not requiring graphs, photographs, maps or
artwork to be approved prior to inclusion in a preliminary
prospectusor prospectus. The scope of permitted material has been
expanded to reflect current Commission practicein thisarea.

Comment: Subsections 34(1) and (4) of the Regulation have been
combined. The obligation to file consents of expertsis contained in
section 6.6 of thisRule. Theexceptionsat the beginning of subsection
34(1) of the Regulation are now included in the Rules dealing with
the mattersreferred to in the exceptions. References to summary
statements and related documents have been deleted asthese are no
longer used. The words "or business’ have been added as the
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described or included in a prospectus, and the
person or company

(a) has received or expectsto receive a direct
or indirect interest in the property of the
issuer or of an associate or affiliate of the
issuer; or

(b) beneficially owns, directly or indirectly, a
security of theissuer or of an associate or
affiliate of theissuer,

the interest or ownership shall be disclosed in the
prospectus.

If an individual referred to in subsection (1) or
employed by a person or company referred to in
subsection (1) is or is expected to be elected,
appointed or employed as a director, officer or
employee of theissuer or of an associate or affiliate

-4 -

SOURCE FROM EXISTING INSTRUMENT

any solicitor, auditor, accountant, engineer, appraiser or any other
person or company whose profession gives authority to a statement
made by the person is named as having prepared or certified any
part of a prospectus, summary statement or documents prepared in
connection with a summary statement, or is named as having
prepared or certified areport or valuation used in or in connection
with a prospectus or summary statement, the written consent of the
person or company to being so named and to such use of the report
or valuation shall be filed not later than the time the prospectusis
filed.

Source: (2) Reg. s. 34(4)
Where a solicitor, auditor, accountant, engineer, appraiser or other
person or company referred to in subsection (1),

(a) has received or expects to receive any interest,
whether direct or indirect, in the property of the
issuer or any associate or affiliate of the issuer; or

(b) beneficially owns, directly or indirectly, any
securities of the issuer or any associate or affiliate
of the issuer,

theinterest or ownership shall be disclosed in the prospectus.

Source: Reg. s. 34(5)

Where a person or company referred to in subsection (1) isor is
expected to be elected, appointed or employed as a director, officer
or employeeof theissuer or any associateor affiliateof theissuer, the
fact or expectation shall be disclosed in the prospectus.

COMMENTS

existing reference to " profession” istoo narrow. The phrase™ used
in or in connection with" has been replaced by "described or
included in" to parallel subsection (1) and because of the uncertain
scope of the current language.

Comment: Referenceto”acompany” in thefirst line of subsection
34(5) of the Regulation deleted as a company cannot be a director,
officer or employee. The words "or employed by a person or
company referred toin subsection (1)" were added to expand scope
to employees of personsor companiesreferred toin subsection (1).



24

PART 3

31

of the issuer, the fact or expectation shall be
disclosed in the prospectus.

3 If aperson or company referred toin subsection (1)
owns securities of the issuer or of an associate or
affiliate of the issuer that constitute 1 percent or
less of the class of securities of the issuer, associate
or affiliate, as applicable, the subsection may be
complied with by including a statement to that
effect in the prospectus.

Requirementsasto Printing and L egibility

Q) The body of a prospectus shall bein typeat least as
large as 10-point moder n type.

2 Despite subsection (1), financial statements and
other statistical or tabular data and thenotestothe

statements or data shall bein type at least aslarge
as 8-point modern type.

FINANCIAL MATTERS
Financial Statements
Q) A prospectus of an issuer shall contain

(a) an income statement of the issuer for

-5-
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Source: New

Source: Reg. s. 46
Unlessthe Director otherwise permitsor requires,

(a) the body of a printed prospectus shall be in roman
type at least as large as 10-point modern type,
except that, to the extent necessary for convenient
presentation, financial statements and other
statistical or tabular data and thenotesther eto may
bein roman typeat least aslarge as8-point modern

type;

(b) thetypein a printed prospectus shall be leaded at
least 2 points; and

Source: Reg. s. 53(1)
(@D} Every prospectus of an issuer, other than a mutual fund,
shall contain,

(a) an income statement of the issuer for,

COMMENTS

Comment: This subsection reflects recent practice in disclosing de
minimus holdings.

Comment: Leaded typeisnolonger used and therequirement to use
roman type has been deleted.

Comment: Therequirement to providefinancial statementsfor each
of thelast five yearshas been reduced to threeyears. Thereference
to the right of the Director to permit other than the minimum
historical financial statementshasbeen deleted, ashasthediscretion
of the Director in clause 53(1)(a)(i) of the Regulation to require less
than theminimumdisclosure. Asreformulated, ther equirement does
allow for lessthan minimum disclosure wheretheissuer hasbeen in



(b)

(©)

(d)

(1) each of its last three financial
yearsor such shorter period asthe
issuer has been in existence, and

(i) the part of a subsequent financial
year from the end of the last
financial year of the issuer to the
date at which the balance sheet
required by subparagraph (d)(i) is
made up;

a statement of retained earnings of the
issuer for each of the financial years and
any part of a subsequent financial year
covered by the income statement referred
toin paragraph (a);

a statement of changesin financial position
of theissuer for each of the financial years
and thepart of a subsequent financial year
covered by the income statement referred
toin paragraph (a); and

a balance sheet of the issuer

(1) as at a date not more than 120
days before the date of the
preliminary prospectusor thedate
of anew prospectusreferred toin
section 62 of the Act, and

(i) subject to subsection (2), as at the
corresponding date of theprevious
financial year of theissuer.
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(b)

(©)

(d)

(i)

(i)

each of thelast fivefinancial yearsor such
shorter period as the Director permits or
requires, and

any part of a subsequent financial year to
the date at which the balance sheet
required by clause (d) is made up;

a statement of surplus of the issuer for each of the
financial yearsor shorter period and any part of a
subsequent financial year covered by the income
statement referred to in clause (a);

subject to subsection (3), a statement of changesin
financial position of the issuer for each of the
financial yearsor shorter period and any part of a
subsequent financial year covered by the income
statement referred to in clause (a); and

a balance sheet of the issuer,

(i)

(i)

as at a date not more than 120 days prior
to the date of the issuance of a receipt for
thepreiminary prospectusor thedateof a
new prospectusreferred to in section 62 of
the Act, as the case may be, or as at such
other date as the Director may permit or
require, and

subject to subsection (2), as at the
corresponding date of the previous
financial year.

COMMENTS

existencefor lessthan threeyears. A similar deletion hasbeen made
in paragraph 3.1(1)(d). Thegeneral exempting power of theDir ector
contained in Part 8 cover stheseand other exempting provisions. The
current exception in the first line of subsection 53(1) of the
Regulation for mutual funds has been deleted asthiswill be covered
in Rule 41-502 Prospectus Requirements For Mutual Funds.
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If the balance sheet included under subparagraph
(D(d)(i) isas at a date other than a financial year
end of the issuer, the balance sheet referred to in
subparagraph (1)(d)(ii) may be omitted if the
prospectus contains a balance sheet of theissuer as
at the most recent financial year end of the issuer
and as at theimmediately preceding financial year
end.

-7-
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Source: Reg. s. 53(2)

(2) Where the balance sheet included under subclause
(1)(d)(i) isas at a date other than a financial year end, the balance
sheet referred to in subclause (1)(d)(ii) may be omitted if the
prospectus contains a balance sheet as at the most recent financial
year end and as at theimmediately preceding financial year end.

COMMENTS
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(6)

Inaddition tothefinancial statementsreferredtoin
subsection (1), annual or interim financial
statements of an issuer for a period after the
periods covered by the financial statements in a
preliminary prospectus of the issuer shall be
included in the prospectus of the issuer if

(a) the board of directors of the issuer has
approved the statements;

(b) the statements have been filed with the
Commission; or

(c) the statements or a summary of the
statements have been released to the
public.

Despite paragraph (1)(c), a prospectus of an issuer
engaged primarily in the business of investing shall
include a statement of changesin net assetsinstead
of a statement of changesin financial position.

If the securities to which a prospectus relates are
guaranteed, the prospectus shall contain the
financial statements referred to in subsections (1)
and (3) for the guarantor, in addition to the
financial statements of theissuer.

If a balance sheet required by paragraph (1)(d)
relates to part of a financial year, the prospectus

-8-
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Source: Policy 5.7, s. A.7
Final Material

Annual or interim financial statementsthat have been placed before
the board of directors of the issuer for approval for release to the
public prior to filing final material must be included in the
prospectus, or in the case of interim financial statements,
summarized if appropriate.

Source: Reg. s. 53(3)

(3) Every prospectus of an issuer engaged primarily in the
businessof investing shall include a statement of changesin net assets
in lieu of a statement of changesin financial position.

Source: Reg. s. 53(4)

(4) Where the securities to which a prospectus relates are
debt securities and the payment of principal or interest is
guaranteed, the prospectus shall contain, with respect to the
guarantor, the financial statementsreferred toin subsection (1).

Source: Reg. s. 53(5)
(5) Wher ethefinancial statementsrequired by subsection (1)
relate to part of a financial year, the prospectus shall contain an

COMMENTS

Comment: The requirement has been expanded so that financial
statementsmust beincluded if they have been approved by theboard
or areotherwisein the public domain. The possibility of including a
summary of interim statements has been eliminated.
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SOURCE FROM EXISTING INSTRUMENT COMMENTS
shall contain an income statement, a statement of income statement, a statement of surplus, and a statement of changes
retained earnings and a statement of changes in in financial position for the comparable period in the preceding
financial position or a statement of changesin net financial year.
assets for the comparable period in the preceding
financial year.
3.2 Generally Accepted Accounting Principles
Source: New

(@D} Thefinancial statements contained in a prospectus
of a person or company incor porated or organized
in Canada or a province or territory of Canada
shall be prepared in accordance with Canadian
GAAP.

Source: Reg. s. 57 Comments:

2 If aperson or company isincor porated or organized Where a prospectus contains financial statements of an issuer (@D} The combined effect of subsection 1(4) and sections 57 and
inajurisdiction other than Canadaor aprovinceor incorporated or organized other than in Canada or a province or 58 of the Regulation is to permit a person or company
territory of Canada, thefinancial statementsof the territory thereof and prepared in accordance with generally incorporated or organized in a jurisdiction other than
person or company included in the prospectus may accepted accounting principles as per mitted by subsection 1(4), the Canadatoincludefinancial statementsprepared under non-
be prepared in accor dance with notes to the financial statements shall explain and quantify any Canadian GAAP in a prospectus only if there is a

significant differences between the principles applied and the reconciliation to Canadian GAAP and only then with the

(a) Canadian GAAP; or principlesreferred to in subsection 1(3). consent of the Director. Section 3.2 of the Rule now per mits

non-Canadian issuers to use foreign GAAP and a

(b) gener ally accepted accounting principlesof reconciliation without obtaining the consent of the Dir ector,

a jurisdiction other than Canada or a subject tothe overriding obligation on the Director torefuse

provinceor territory of Canadaif thenotes to issue a receipt if the resulting financial statements are

to the financial statements explain and misleading as to the financial condition or prospects of the

quantify any significant differences issuer. See section 3.3 of Policy 41-501CP General
between the principles applied and Prospectus Requirements.

Canadian GAAP.

2 The term "Canadian GAAP" is defined in National

Instrument 14-101 Definitions. The definition is™ generally

accepted accounting principlesdeter mined with r eferenceto



3.3

Acquisitions

)

If the issuer has made an acquisition or intends to
make an acquisition as disclosed in the prospectus
of abusinessand in each caseif theacquisition isor
is expected to be material to the issuer, the
prospectus shall contain

(a) an income statement of the acquired
businessfor,
(1) each of its last three financial

yearsor such shorter period asthe
acquired business has been in
existence, and

(i) the part of a subsequent financial
year from the end of the last
financial year of the acquired
business to the date that the
balance sheet required by
paragraph (d)(i) ismade up;

(b) a statement of retained earnings of the
acquired businessfor each of thefinancial
years and any part of a subsequent
financial year covered by the income
statement referred to in paragraph (a);

-10 -
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Sources: (1) Reg. s. 56(1)

Wher e the proceeds of the securities offered by a prospectus areto
be applied in whole or in part, directly or indirectly, to finance the
acquisition of a business, by a purchase of assets or shares, the
Director may permit or requiretheinclusion in the prospectus of,

(a) financial statementsof the acquired businesswhich
shall be one or more of the financial statements
referred to in clauses 53(1)(a), (b) and (c) and
subclause 53(1)(d)(i) and for theperiodsor asat the
date therein referred to and the financial
statements referred to in subsection 53(5) for the
period referred to therein;

(b) a pro forma balance sheet combining the assetsand
liabilities of theissuer and the business as shown by
their respective balance sheets each as at the date
referred toin subclause 53(1)(d)(i) or at such other
date asthe Director may permit or require,

and, wheretheDirector issatisfied that to do sowould be meaningful
to investors and that the information is necessary for full, true and
plain disclosure of the material factsrelating to the securities, he or
she shall requirefor a period not more than one year immediately
preceding the date referred to in subclause 53(1)(d)(i) and may
permit for a period not greater than five years immediately
preceding such date the inclusion in the prospectus of pro forma
statements combining, year by year,

(c) theincome or losses of the businesswith theincome
or losses of the issuer; and

COMMENTS

the Handbook". The term "Handbook" is defined in the
sameinstrument as" theHandbook of theCanadian I nstitute
of Chartered Accountants, as amended from timeto time" .

Comment: Therequirement toincludehistorical financial statements
for material recently completed and pending acquisitionsis similar
to the requirements of the SEC in thisregard. The SEC has a
"dignificance” or materiality test however, which determines
whether the financial statements of the acquired business are
required to cover aone, two or threeyear period. Asisdescribed in
the Companion Palicy, the Commission's inter pretation of material
for the purpose, sets a high threshold relative to the SEC
requirements and for that reason the three year period has been
determined to be the relevant disclosure period for this Rule. The
Companion Policy includes some guidance asto theinter pretation of
theterm " business’ for this purpose.



(©)

(d)

astatement of changesin financial position
of the acquired business for each of the
financial years and any part of a
subsequent financial year covered by the
incomestatement referred toin paragraph

(a);

a balance sheet of the acquired business

(i)

(i)

as at a date not more than 120
days before the date of the
preliminary prospectus; and

subject to subsection (3), as at the
corresponding date of the previous
financial year of the acquired
business;

-11 -
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(d) thechangesin financial position of thebusinesswith
the changesin financial position of the issuer.

(2) Policy 5.1, s. 23

(c) The Director also has determined that historical
financial statements constitute meaningful
infor mation that isnecessary for full, trueand plain
disclosure of the material factsrelating to theissue
of securities under a prospectus (other than a
prospectus filed under OSC Policy Statement 5.6)
where 40% or mor e of the proceeds of theissueare
to be applied, directly or indirectly, to finance the
acquisition of a business, by purchase of assets or
shares, whether or not such acquisition is material
totheissuer.

(d) Accordingly, in the circumstances specified in
paragraphs (b) and (c), there shall be included in
the prospectus:

(i) a balance sheet of the acquired business:

(A) as at the end of the last financial
year of the acquired business and
asat the corresponding date of the
immediately preceding financial
year; and

(B) if such last financial year end date
ismorethan 120 days prior to the
date of the prospectus, asat a date
that is not more than 120 days
prior tothedate of the prospectus,
and

COMMENTS



(€)

(f)

a pro forma balance sheet combining the
assetsand liabilities of theissuer and of the
acquired business as shown by their
respective balance sheets, each as at the
date of their respective last financial year
ends, giving effect to the underlying
assumptions and events referred to in

paragraph (h);

pro forma statements that, after giving
effect to the underlying assumptions and
events referred to in paragraph (h),
combine, for thelast financial year of each
of the acquired business and the issuer,

-12 -

SOURCE FROM EXISTING INSTRUMENT

(i)

an income statement, a statement of
retained earnings and a statement of
changesin financial position (or wherethe
acquired businessis primarily engaged in
the business of investing, a statement of
changes in net assets) of the acquired
business;

(A) or each of the last three financial
year sof theacquired business; and

(B) for any part of a subsequent
financial year of the acquired
business to the date at which the
balance sheet required by
paragraph (d)(i)(B) is made up
and for the comparative period in
the immediately preceding
financial year.

Source: Policy 5.1, s. 23(e)
Accordingly, in the circumstances specified in paragraph (b), there
shall also beincluded in the prospectus:

(1) a pro forma balance sheet combining the assetsand
liabilities of theissuer with theassetsand liabilities
of the acquired business as shown by their
respective balance sheets, each as at the date of
their respectivelast financial year ends; and

(i) pro forma financial statements combining, in
respect of the last financial year of each of the
acquired business and theissuer:

COMMENTS

Comment: The reformulated version of subsection 56(2) of the
Regulation has been moved to subsection 3.4(3).
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3)

(1) the income or losses of the issuer
with the income or losses of the
acquired business, and

(i) the changesin financial position of
the issuer with the changes in
financial position of the acquired
business;

(9) the pro forma basic and pro forma fully
diluted ear ningsper sharebased on thepro
forma combined financial statements and
calculated in accordance with the
Handbook; and

(h) adescription of theunder lyingassumptions
and the events on which the pro forma
combined financial statements are
predicated.

Despite subsection (1), the prospectus is not
required to contain the financial statements of an
acquired businessif theaudited financial statements
for the last financial year of theissuer included in
the propsectusinclude at least six months of results
for the acquired business.

If the balance sheet included under subparagraph
(D(d)(i) isas at a date other than a financial year
end of the acquired business, the balance sheet in
subparagraph (1)(d)(ii) may be omitted if the
prospectus contains a balance sheet of theacquired
business as at the most recent financial year end of
the acquired business and as at the immediately
preceding financial year end.

-13 -
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(A) the income or losses of the issuer with the
income or losses of the acquired business;
and

(B) the changes in financial position of the

issuer with thechangesin financial position
of the acquired business.

Source: New

COMMENTS
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(4)

©)

Despiteparagraph (1)(c), thefinancial statementsof
an acquired business engaged primarily in the
business of investing shall include a statement of
changes in net assets instead of a statement of
changesin financial position.

If a balance sheet required by paragraph (1)(d)
relates to part of a financial year, the prospectus
shall contain an income statement, a statement of
retained earnings and a statement of changes in
financial position or a statement of change in net
assets for the comparable period in the preceding
financial year.

Report of Auditor

@

2

Every financial statement included in a prospectus
shall contain a Canadian auditor's report.

Subsection (1) does not apply to a financial
statement of an issuer or an acquired business
included in a prospectus for a part of a financial
year after the most recent audited financial year of
theissuer or theacquired business, asapplicable, or
to afinancial statement for the comparable period
in the previous financial year of the issuer or the
acquired business, if

(a) the part of the financial year ended not
mor e than 90 days before the date of the
preliminary prospectusand not morethan
one year after the end of the most recent
audited financial year of the issuer or the
acquired business, as applicable; and

-14 -
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Source: New

Source: (1) Reg. s. 65(1)

Any financial statement included in a prospectusthat relatesto any
part of afinancial year subsequent to the last audited financial year
of theissuer need not be reported on by an auditor where,

(@)

such part of afinancial year ended not more than
ninety days before the date of the issuance of a
receipt for the preliminary prospectus or such
longer time as the Director may permit and not
mor e than one year after thelast audited financial
year or such longer time as the Director may
per mit; and

COMMENTS

Comment : The term " Canadian auditor's report” is defined in
National Instrument 14-101 Definitions. The definition is "an
auditor's report prepared in accordance with Canadian GAAS".
The term " Canadian GAAS' is defined in the same instrument as
" generally accepted auditing standards determined with reference
to the Handbook" .
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4.1

@

(b) a balance sheet of the issuer or the
acquired business, as applicable, as at the
end of the most recent audited financial
year of theissuer or theacquired business,
asapplicable, isincluded in the prospectus.

3 Subsection (1) does not apply to the pro forma
financial statementsreferred toin paragraphs 3.3
(D(e) and (f) if the auditors of theissuer report on
the manner in which the statements have been
compiled.

4) Subsection (1) does not apply to a pro forma
prospectus.

MATTERS RELATING TO PRICING AND
COSTS

Non-Fixed Price and Reduced Price Offerings

In thisPart

"approved rating" meansarating from an approved rating
organization that falls within one of the following generic
rating categories of the approved rating organization or a
rating category that replaces a category listed below:

-15 -
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(b) a balance sheet of the issuer as at the end of the
latest audited financial year of theissuer isincluded
in the prospectus.

Source: (2) Reg. s. 65(2)

Every balance sheet referred to in subclause 53(1)(d)(ii) and every
income statement, statement of surplus and statement of changesin
financial position required by subsection 53(5) and thosefor thesame
period for an acquired businessreferred to in section 56, may, but
need not, bereported on by an auditor.

Source: Reg. s. 56(2)

An auditor's report prepared in connection with the pro forma
financial statementsreferred to in clauses (1)(b), (c) and (d) need
only be concerned with the manner in which the statements have
been compiled.

Source: Reg. s. 52(2)

Any certificaterequired by section 58 or 59 of the Act and any report
of an auditor otherwise required by this Regulation may be omitted
from a pro forma prospectus.

Sources (1): Policy 5.1, s. 22(a)

Subject tothelimitation contained in paragraph (b), non-convertible
debt securitiesand non-convertible preferred shares may be offer ed
for cash at non-fixed prices, provided that:

COMMENTS

Comment: The disclosure requirements contained in s. 22 of
Policy 5.1 areincluded in Items 1.5 and 19.7 of Form 41-501F1in the
sameway that the disclosur e obligationsfor short-form prospectuses
areset forth in Item 7(4) of Appendix B of NP 47. Similar provisions
are proposed to be contained in National I nstrument 44-101 Prompt
Offering Qualification System.



Approved Rating

Preferred

Organization Long Term Short Term Shares
CBRSInc. A++ A+ A A-1+, A-1, P-1+, P-1, P-2
or B++ A-1(Low) or P-3
A-2
DominionBond Rating AAA, AA A R-1or R-2 Pfd-1, Pfd-2 or
Service Limited or BBB Pfd-3
Moody's I nvestors Aaa, Aa, A Prime-1, "aad","aa",
Service, Inc. or Baaa Prime-2 or "a" or "baa"
Prime-3
Standard & Poor's AAA, AA, A 1 AAA, AA, A
Corporation or BBB or BBB

2

"approved rating organization” means each of CBRS Inc.,
Dominion Bond Rating Service Limited, Moody's I nvestor s
Service, Inc. and Standard & Poor's Cor poration.

"convertible", if used todescribedebt securitiesor preferred
sharesmeansthat therightsand attributesattachingtothose
securities include the right or option to purchase, convert
into or exchangefor or otherwiseacquireequity securities of
an issuer or any other security that itself includesthe right
or option to purchase, convert into or exchange for or
otherwise acquire equity securities of an issuer.

"non-convertible", if used to describe debt securities or

preferred shares, means securitiesthat are not convertible.

Every security distributed under a prospectus shall be
offered at a fixed price.
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SOURCE FROM EXISTING INSTRUMENT

(1) thesecuritieshavereceived, at thetimethereceipt for
the prospectus is issued, an Approved Rating, on a
provisional basis, by at least one Rating Or ganization;

(2) NP 47, s.6.1(7)

(")

Subject to section 6.1(9), Non-Convertible debt or
Non-Convertiblepreferred sharesmay be offered for cash at
non-fixed prices provided, at the time of the filing of the
preliminary short form prospectus, the securities

(@) havereceived an Approved Rating, on a provisional
basis, from at least one Approved Rating
Organization; and

(b)  havenot received a provisional or final rating lower
than an Approved Rating from any Approved Rating
Organization.

Source: New

COMMENTS

Comment: This hasbeen conformed to Item 6.1(7) of NP 47 with the



3

(4)

Despite subsection (2), non-convertible debt securities and
non-convertible preferred shares may be offered for cash at
non-fixed prices under a prospectus if, at the time of the
filing of the prospectus, the securities

(a) havereceived an approved rating, on a provisional
basisor on afinal basis, from at least one approved
rating organization; and

(b) have not received a provisional rating or a final
rating lower than an approved rating from another
approved rating organization.

Despitesubsection (2), if securitiesareoffered for cash under
a prospectus, the price at which the securities may be
distributed may be decreased from theinitial offering price
fixed in the prospectusand changed after that timeand from
time to time, to an amount not greater than the initial
offering price, without the filing of an amendment to the
prospectusto reflect the change, if

(a) the securities are distributed through one or more
underwriters that have agreed to purchase all of
the securities at a specified price;

(b) the proceeds to be received by the issuer or a
selling securityholder or the issuer and a selling
securityholder arefixed in the prospectus; and

(c) the underwriters have made a good faith effort to
sell all of the securities at the initial offering price
fixed in the prospectus.
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SOURCE FROM EXISTING INSTRUMENT

Source: NP 47, s.6.1(8)

3

Subject to section 6.1(9), where securities are offered for
cash under a short form prospectus, the price at which these
securities may be distributed may be decreased from the
initial public offering price fixed in the short form
prospectus and ther eafter changed, from timeto time, to an
amount not greater than the initial public offering price,
without the filing of an amendment to the short form
prospectusto reflect the change, provided

(d) thesecuritiestobedistributed under theshort form
prospectusaredistributed through an underwriter
or underwritersthat have agreed tounderwritethe
distribution of the securitieson afirm commitment
basis;

@) the proceedsto bereceived by theissuer and/or any
Selling Security Holder arefixed in the short form
prospectus; and

()] the underwriters have made a bona fide effort to
sell all of the securitiesdistributed under the short
form prospectus at theinitial public offering price
fixed in the short form prospectus.

COMMENTS

reference to preliminary prospectus changed to prospectus.
Paragraph (b) is a more stringent test than what is currently
contained in Policy 5.1.

Comment: Thereferenceto” firm commitment basis' in NP 47 has
been changed to more descriptive language in paragraph 4.1(4)(a).
References elsewhere to "best efforts offerings’ have not been
changed.



©)

The methods of distribution referred to in subsections (3)
and (4) may not be used for rights offerings.

PART 5

51

52

CERTIFICATION

Financial Statement Approval

)

2

3)

Theapproval by aboard of directorsof an issuer of
every financial statement of theissuer contained in
a prospectus shall be evidenced by the signatures
on the balance sheet of two directors of the issuer
authorized to signify approval.

Despite subsection (1), if an issuer isnot acompany,
the approval of the issuer's financial statements
shall beevidenced by the signatureson the balance
sheet of two per sonsauthorized to signify approval.

Subsections (1) and (2) do not apply to a financial
statement included in a pro forma prospectus.

Certificate of Guarantor - If disclosure for a guarantor is
required by a prospectus form, the preliminary prospectus
and prospectus shall contain a certificate of theguarantor in
the form set out in subsection 58(1) of the Act, in addition to
the other certificates required by the subsection.
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SOURCE FROM EXISTING INSTRUMENT

Source: Policy 5.1, s. 22(b)
Theproceduresset out in paragraph 22(a) may not beused for rights
offerings.

Source: Reg. s. 64

Every financial statement of a person or company contained in a
prospectus shall be submitted for review to the audit committee of its
board of directors, where it has or is required to have such a
committee, prior to its approval by the board of directors, which
approval shall be evidenced by the manual signatures of two
directorsduly authorized to signify approval.

Source: New

Source: NP 47, Appendix B, 1tem 20(3)

Where the disclosure in item 14 of this Appendix is required to be
included, the preliminary short form prospectus and short form
prospectus shall contain a certificate of the guarantor and a
certificate of the issuer, in each case, in the form required in
paragraph (1) above.

Source: Policy 5.7, s. A.6

COMMENTS

Comment: Therequirement in section 64 of the Regulation to obtain
audit committee review has been deleted as financial statement
approval isamatter that relates primarily to cor porate gover nance.

Comment: Subsection (2) added to deal with non-corporate issuers.



53 Date of Certificates - The date of the certificates on a
preliminary prospectus, a prospectus or an amendment to a
preliminary prospectus or prospectus shall be on or within
three business days after the date of filing the preliminary
prospectus, prospectus or amendment, as applicable.

54 Pro Forma Prospectus - A certificate required by section 58
or section 59 of the Act or section 5.2 of this Rule may be
omitted from a pro forma prospectus.

PART 6 GENERAL REQUIREMENTSASTO FILING

6.1 DocumentstobeDelivered with Preliminary Prospectus- An
issuer shall deliver to the Commission the following
documents and information at the time of filing a
preliminary prospectus or pro forma a prospectus:
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SOURCE FROM EXISTING INSTRUMENT

The date of the certificates on the preliminary or final prospectus
should be on or within three business days of the date of filing the
prospectus.

Source: Reg. s. 52(2)

Any certificaterequired by section 58 or 59 of the Act and any report
of an auditor otherwise required by this Regulation may be omitted
from a pro forma prospectus.

Sources: Policy 5.1, section 15(a)

The following types and numbers of documents and additional
infor mation should befiled with the Commission with a preliminary
prospectus:

Document Number
Preliminary prospectus--signed .......... 1
Preliminary prospectus---signed or unsigned 4
Auditors comfort letter ................. 1
Directors resolution (certified) ........... 1
Technical reports, consents and certificates of
qualification, etc. ............... 2

Information with respect to the identification number of the issuer
must also befiled with the preliminary prospectus. Wheretheissuer
has been assigned a CUSIP/CDS identification number, that portion
of such number which identifies the issuer, being the first six
characters of such number (hereinafter referred to as the
CUSIP/CDSIssuer Number) must befiled. Wheretheissuer doesnot
yet have CUSIP/CDS Issuer Number, but intends to obtain one, a

COMMENTS

Comment: Documentsthat are " delivered” to the Commission are
not required to be placed in the public file. Pursuant to section
140(1) of the Act, documentsthat arerequired to be" filed" with the
Commission will be made available for public inspection.



(@)
(b)
(©)

An unsigned copy of the preliminary prospectus or
pro forma prospectus, as the case may be, and, if
section 6.3 applies, an unsigned copy of the
preliminary prospectus or pro forma prospectusin
French.

For each director and executive officer of an issuer
that is not a reporting issuer or that has not
previously filed a prospectus with the Commission,
for each director and executive officer of an issuer
that isareportingissuer but who wasnot a director
or executive officer on the date of the most recent
prospectus of the reporting issuer, and for each
promoter of theissuer or, if the promoter isnot an
individual, for each director and executiveofficer of
the promoter, a statement containing that
individual's

full name,
birth date,

full residential address, and
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SOURCE FROM EXISTING INSTRUMENT

letter from theissuer must befiled confirming that theissuer intends
to obtain a CUSIP/CDS identification number and undertaking to
providethe O.S.C. with its CUSIP/CDS I ssuer Number immediately
upon theissuer'sreceipt of same. Wheretheissuer doesnot have nor
intend to obtain a CUSIP/CDS identification number, a letter from
theissuer advising the O.S.C. of thisfact must befiled.

Date of financial year end of theissuer.
Postal code for head office of the issuer.

Source: Policy 5.7, s. 1(a)

For each director and senior officer of the issuer and for each
promoter of theissuer (or in the case where the promoter is not an
individual, for each director and senior officer of the promoter), for
security check purposes (in the case of new or reactivated reporting
issuersonly):

(1) name,
(i) birth date,
(iii) full residential address, and

(iv) present place of employment.

COMMENTS

Comment: The phrase for security check purposes deleted asit is
entirely descriptive. Lead-in changed to clarify application of the
provision.



(d)

name and addr ess of employer.

A completed Form 41-501F2 required by the
Freedom of Information and Protection of Privacy
Act for the collection of the personal information
referred to in paragraphs 2(a) to 2(d).

If the issuer is not a reporting issuer or has not
previously filed a prospectus with the Commission,
a statement containing the issuer's CUSIP/CDS
identification number or astatement that either the
issuer intends to acquire a CUSIP/CDS
identification number and an undertaking to
providethenumber tothe Commission immediately
upon receipt or that the issuer does not intend to
obtain a CUSIP/CDS identification number.

A copy of each report or valuation referred to in
subsection 6.6(1).

A statement containing
(a) the date of the financial year end of the
issuer and of any proposed change in the

financial year end of the issuer, and

(b) the addresses of the head office and
registered office of the issuer.
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SOURCE FROM EXISTING INSTRUMENT

This information may be requested by Commission staff in other
circumstances wher e appropriate;

Source: Policy 5.7, s. 1b

Inaddition totheinformation referred toin ItemsAland Alaabove,
the notice and consent form required by the Freedom of I nformation
and Protection of Privacy Act, 1987, in respect of the collection of the
personal information referred to in the above items, a copy of which
is attached to this Policy as Schedule A, should be provided to
Commission staff with or prior to the provision of that personal
information.

Source: Policy 5.1, s. 15
[Sees. 6.1 above]

Source: Policy 5.1, s. 15
[Sees. 6.1 above]

Source: Policy 5.1, s. 15
[Sees. 6.1 above]

COMMENTS

Comment: Referenceto” consents’ deleted asthesearerequired to
befiled at thetime of filing the prospectus. See comment in relation
to subsection 6.2.



If applicable, a letter indicating the method by
which the statement of earnings coverage for the
securitiesoffered under thepreiminary prospectus
has been calculated.

If theissuer hasnatural resour ce oper ations, oneor
more reports prepared in accordance with either
National Instrument 43-101 Guide for Engineers,
Geologists and Prospectorsor National I nstrument
43-102 Guide for Engineers or Geologists
Submitting Oil and Gas Reports, asapplicable, for

(a) each property of theissuer on which more
than 10 percent of the net proceeds of the
distribution will be expended; and

(b) each property of the issuer that
contributed at least 10 percent of the gross
revenues of the issuer in the most recent
financial year of theissuer.

accompanied by a certificate on the report which
certificate shall state,

(a) the address and occupation of the
individual;

(b) the qualifications of the individual;

(c) whether or not the report is based on
personal examination;

(d) the date of any such examination;

@) wherethereport is not based on personal
examination, the sour ce of the information
contained in thereport; and

()] whether or not theindividual has, directly
or indirectly, received or expectstoreceive
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SOURCE FROM EXISTING INSTRUMENT

Source: Reg. 36
There shall be

filed at the time of the filing of a preliminary

prospectusfor anatural resourcecompany or at thetimeof thefiling
of a prospectus for a natural resource company under section 62 of
the Act, as the case may be, a full and up-to-date report on the
property of the natural resource company referred to in paragraph
(b) or (c) of item 9in Form 14 and the development ther eof, made by
an individual who is a mining engineer, geologist or other qualified
individual acceptable to the Director, accompanied by a certificate
on the report which certificate shall state,

(@)
(b)
(©)

(d)
(€)

(f)

the address and occupation of the individual;

the qualifications of the individual;

whether or not the report is based on personal
examination;

the date of any such examination;

where the report is not based on personal
examination, the source of the information
contained in thereport; and

whether or not the individual has, directly or
indirectly, received or expects to receive any
interest, direct or indirect, in the property of the
person or company or any associate or affiliate of
the person or company, or beneficially owns,
directly or indirectly, any securitiesof the per son or
company or any associate or affiliate of the person
or company and, if so, the particularsof theinter est
or beneficial owner ship.

COMMENTS

Comments.

D

2

The requirement has been amended to stipulate what is
meant by the terms "major producing properties’ and
"important properties’ currently in paragraphs(b) and (c)
of Form 14.

National I nstruments43-101 and 43-102will bethesuccessor
instruments to National Policy Nos. 2-A and 2-B,
respectively, and will be published at a later date.



any interest, direct or indirect, in the
property of the person or company or any
associate or affiliate of the person or
company, or beneficially owns, directly or
indirectly, any securities of the person or
company or any associateor affiliate of the
person or company and, if so, the
particulars of the interest or beneficial
owner ship.

6.2 Documentsor Information tobeDelivered With Prospectus-
An issuer shall deliver to the Commission the following
documentsand information at thetimeof filing a prospectus:
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SOURCE FROM EXISTING INSTRUMENT

Source: Palicy 5.1, s. 15(b)
The following types and numbers of documents should be filed with
the Commission with a final prospectus:

Document Number
Prospectus---signed ........ ... . ... 1
Prospectus---signed or unsigned .. ........... ... ... ... 4
Prospectus—--red or black lined ... ...................... 2
Auditors consent letter ............ ... i 1
Auditors comfort letter,if necessary .................... 1
Counsals CoNSeNt . ..ot 1
Consentsof other experts .......... ... . ... 1
Directors resolution (certified) ........... ... ... ........ 1

Copies of the underwriting or agency agreement and any other

material contract requested by Commission staff ......... 2

Estimate of proceedsto berealized in Ontario and

appropriatefilingfee ........ ... ... . il 1

Certificate under section 68 [80] of the Regulations,

ifrequired . ... ... 1

Submission to jurisdiction and appointment of agent for

serviceof process, if required ... ... oL 1

CUSIP/CDS Issuer Number, if not already filed, unless the issuer
does not have one and does not intend to obtain one.

COMMENTS

Comment:  The consents, comfort letter, and submission to
jurisdiction/appointment of agent are omitted from this section as
they are addressed in sections 6.6, 6.7 and 6.8, respectively.



6.3

6.4

1 An unsigned copy of the prospectus and, if section
6.3 applies, an unsigned copy of the prospectusin
French.

2. An unsigned copy of the prospectusmarked to show
changes from the preliminary prospectus.

3. A signed copy of the underwriting or agency
agreement.

4. If not previoudly filed, notice of a CUSIP/CDS

Issuer Number unlessthe issuer does not intend to
acquire a CUSIP/CDS Issuer Number.

French Version - If there is a French version of a
preliminary prospectusor a prospectusthat will beused in
connection with the distribution in Ontario of the securities
to which the preliminary prospectus and prospectusrelate,
the issuer shall file a signed copy of the French version
beforeit isdelivered to a purchaser in Ontario.

Filingof Material Contracts- Anissuer shall makeavailable
all material contracts referred to in the prospectus for
inspection at a reasonable time and place during the
distribution of the securities being offered under the
prospectus. An issuer shall file, on or before the time the
issuer filesa prospectus, a copy of any material contract of
an issuer referred to in the prospectus requested by the
Director.
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SOURCE FROM EXISTING INSTRUMENT

Source: Policy 5.1, s. 15(b)

Source: Palicy 5.1, s. 15(b)

Source: Policy 5.1, s. 15(b)

Source: New

Source: Policy 5.1, s.15(b)

COMMENTS



6.5

6.6

Filing of Advertising and Sales Literature - An issuer shall
at therequest of the Director, file, on or beforethetimethe
issuer files a prospectus a copy of all advertising and sales
literature which has been used in connection with the
distribution in Ontario of the securities distributed under
the prospectus.

Consent of Experts

Q) If aperson or company whose profession or business
givesauthority to a statement madeby the per son or
company isnamed as having prepared or certified
a part of a prospectus or is named as having
prepared or certified areport or valuation used or
referred to in a prospectus, the written consent of
the person or company to being named and to the
use of the report or valuation shall be filed at the
time the prospectusisfiled.

2 Theconsent of an auditor or accountant required by
subsection (1) for areport on financial statements
shall refer to the report stating its date and the
datesof thefinancial statementson which thereport
is made and shall contain a statement that the
auditor or accountant hasread the prospectus and
has no reason to believe that there are any
misrepresentations in the information in the
prospectus that is derived from the financial
statements or that is within the auditor's or
accountant's knowledge as a result of the audit of
the financial statements.
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SOURCE FROM EXISTING INSTRUMENT

Source: New

Source: Reg. s. 34(1)

Whereany solicitor, auditor, accountant, engineer, appraiser or any
other person or company whose profession gives authority to a
statement made by the person is named as having prepared or
certified any part of a prospectus, summary statement or documents
prepared in connection with a summary statement, or is named as
having prepared or certified a report or valuation used in or in
connection with a prospectus or summary statement, the written
consent of the person or company to being so named and to such use
of the report or valuation shall be filed not later than the time the
prospectusisfiled.

Source: Reg. s. 34(3)

The consent of theauditor or accountant referred toin subsection (1)
shall refer tothereport stating the date ther eof and the dates of the
financial statementson which thereportsaremade, and shall contain
a statement that the auditor or accountant has read the prospectus
and hasnoreason to believethat there are any misrepresentationsin
the information contained therein that isderived from the financial
statements upon which the auditor or accountant reported or that is
within theauditor'sor accountant'sknowledgeasar esult of theaudit
of such financial statements.

COMMENTS

Comment: Thereisno longer arequirement to pre-file greensheets
with the Commission; however, the Director can require delivery of
advertising and sales literature which has been used in connection
with the distribution. This requirement is based upon a similar
requirement which the Commission many impose upon registered
dealers under section 50 of the Act. Pursuant to the general
definition rule, theterms™ advertising” and " salesliterature" shall
have the meanings ascribed thereto in subsection 50(2) of the Act.

Comments.

(@D} References to summary statements and related documents
have been deleted asthese are no longer used.

2 Currently, section 15 of Policy 5.1 requiresthat the consents
in relation totechnical reportsbefiled with the preliminary
prospectus, whereas subsection 34(1) of the Regulation
requires that consents of experts be filed with the
prospectus. This inconsistency has been eliminated by
requiring (in item 5 of section 6.1) that only the report be
filed with the preliminary prospectus.



6.7

Auditors Communications

)

2

3)

If a financial statement for a financial year of an
issuer included in a preliminary prospectus is not
reported on by the auditor of the issuer, the issuer
shall file, at the time the preliminary prospectusis
filed, a signed copy of a letter to the Commission
from the auditor containing statements about an
examination of theissuer asmay be appropriatein
the circumstances.

Theletter referred toin subsection (1) shall contain

(a) a statement that on the basis of the
information then available to the auditor,
the auditor has no reason to believe that
the financial statements included in the
preliminary prospectus that are being
audited do not provide a fair
representation of thefinancial position and
earnings of theissuer; and

(b) a statement of the dates and years or
periods covered by the examination.

If, in accordance with section 3.4, a financial
statement for a part of afinancial year of an issuer
included in a prospectus is not reported on by an
auditor, the issuer shall file a signed statement
containing the advice from the auditor that is
suggested for this circumstance by the Handbook.
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SOURCE FROM EXISTING INSTRUMENT

Source: Reg. s.66(1)

Subject to subsection (2), where a preliminary prospectus does not
contain a report of the auditor of the issuer, there shall befiled, at
thetimethepreliminary prospectusisfiled, aletter addressed tothe
Commission and signed by the auditor of the issuer in which the
auditor shall make such statement with respect to an examination as
may beappropriatein the circumstancesand theletter shall include
a statement that, on the basisof theinfor mation then availableto the
auditor, the auditor has no reason to believe that the financial
statements included in the preliminary prospectus that are being
audited do not provide afair representation of thefinancial position
and ear ningsof theissuer and which shall specify datesand yearsor
periods.

Source: Reg. s. 65(3)

Wher e, pursuant to this section and except as otherwise provided in
the Rulesentitled In the Matter of Regulation 910, R.R.O. 1980, as
amended and In the Matter of the Multijurisdictional Disclosure
System (1991), 14 OSCB 2863 and National Policy Statement No. 45
(1991), 14 OSCB 2889, as amended, a financial statement contained
in a prospectusisnot reported on by the auditor, there shall befiled
with the Commission such advice from the auditor asissuggested for
these circumstances by the Handbook of The Canadian Institute of
Chartered Accountants, or such other advice as may reasonably be
required by the Director, the pur pose of which shall beto assist the

COMMENTS



6.8 International Offerings

)

2

If an issuer isincorporated or organized under a
foreign jurisdiction and does not have an office in
Canada, a submission to jurisdiction and
appointment of agent for service of process of the
issuer in Form 41-501F3 shall befiled at thetimea
prospectus of theissuer isfiled.

If asalling securityholder, promoter or guarantor of
an issuer is incorporated or organized under a
foreign jurisdiction and does not have an office in
Canada, a submission to jurisdiction and
appointment of agent for service of process of the
selling securityholder, promoter or guarantor, as
applicable, in Form 41-501F4 shall be filed at the
time a prospectus of the issuer isfiled.

6.9 Amendments

@

An amendment to a preliminary prospectus or a
prospectus may consist of ether a separate
amending document or an amended and restated
preliminary prospectusor prospectus.
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SOURCE FROM EXISTING INSTRUMENT

Commission in discharging its responsibilities and the advice may
include a statement to that effect.

Source: Policy 5.1, s. 25(a)

A duly executed Submission to Jurisdiction and Appointment of
Agent for Service of Process, in the Form set forth in Appendix A
should, in respect of an issuer and a guarantor that isincor porated
or organized outside Canada and does not have an officein Canada,
be filed with the Commission with the prospectus.

Source: New

Source: New

COMMENTS

Comments.

(@D} The term "foreign jurisdiction” is defined in National
Instrument 14-101 Definitions. The definition is™ a country
other than Canada or political subdivision of acountry other
than Canada”.

2 The scope of this requirement has been changed to include
the issuer, a sdling securityholder, a promoter and a
guarantor. Item 1.10 of Form 41-501F1 requires certain
disclosurein theevent that theissuer, selling securityholder,
promoter or guarantor in a distribution are non-residents.

Comment: Subsection 6.9(1) has been added to eliminate confusion
between "amendments' and "amended prospectuses'. See section
4.5 of Companion Policy 41-501CP.



2

3

(4)

An amendment to a preliminary prospectus or a
prospectusshall contain thecertificatesrequired by
section 5.2 and by sections 58 and 59 of the Act, and

(a) in the case of a separate amending
document, shall benumbered and dated as
follows:

"Amendment No. [insert
amendment number] dated [insert
date of amendment] to
[Preliminary] Prospectus dated
[insert date of preliminary
prospectus or prospectus].”; and

(b) in the case of an amended and restated
preliminary prospectusor prospectus, shall
be dated as follows:

"Dated [insert date of original
preliminary prospectus or
prospectus], as amended on [insert
date of amendment]."

An issuer shall file a signed copy of an amendment
to a preliminary prospectus or a prospectus and
shall deliver to the Commission one unsigned copy
of the amendment.

If a French version of a preliminary prospectus or
a prospectus that has been filed with the
Commission is the subject of an amendment, the
issuer shall, beforethe French version is delivered
to a purchaser in Ontario, file a signed copy of the
French version of theamendment and deliver tothe
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SOURCE FROM EXISTING INSTRUMENT

Source: New

Source: New

Source: New

COMMENTS

Comment: Currently, it is not made explicit in the Act that an
amendment to a prospectus or a prospectus must include a
certificate.



6.10

6.11

©)

(6)

(")

Commission one unsigned copy of the French
version.

Anamendment toapreliminary prospectusshall be
forwarded to each recipient of the preliminary
prospectus according to the record maintained
under section 67 of the Act.

No document delivered to the Commission under
section 6.1 or section 6.3 at the time of filing a
preliminary prospectus or a prospectus need be
delivered at the time an amendment to a
preliminary prospectusor prospectusisfiled unless
the document has been amended since the original
date of delivery.

If an amendment to a preliminary prospectus or a
prospectus materially affects, or relates to the
subject matter of, a consent letter delivered under
subsection 6.5(1) or an auditor's letter delivered
under subsection 6.6(1), the issuer shall deliver to
the Commission, at the time of filing the
amendment, anew consent letter or auditors letter,
as applicable.

Deleting Warrants and Conversion Features - If a
conversion feature or warrant isdisclosed in a preliminary
prospectus, theissuer may not deletethefeatureor warrant
unless, before the prospectusis filed, an amendment to the
preliminary prospectus has been filed and accepted and
subsection 57(3) of the Act complied with.

Receipt for Amendment to Preliminary Prospectus - The
Director shall issue a receipt for an amendment to a
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SOURCE FROM EXISTING INSTRUMENT

Source: New

Source: New

Source: Reg. s.35

Where any change is proposed to be made in a preliminary
prospectus or prospectus that in the opinion of the Director
materially affectsany consent required under section 34 the Director
may requirethat afurther consent be filed before an amendment to
the preliminary prospectus or prospectus is accepted.

Source: Policy 5.1, s. 10(B)

Wherea conversion feature or warrant isdisclosed in a preliminary
prospectus, theissuer may not deleteit in thefinal prospectusunless
an amendment to the preliminary prospectus has been filed and
approval of the amendment has been obtained from the Director
prior to filing thefinal prospectus.

COMMENTS



preliminary prospectus as soon as possible after the
amendment isfiled.

6.12  Waiting Period - If the amendment has been filed

(a) as a result of the occurrence of a material adverse
changeafter thedate of thepreliminary prospectus,
or

(b) toadd a classor seriesof security in addition to the

classor seriesof security for which thepreliminary
prospectus was filed

there shall be an interval of at least ten days between the
issuance by the Director of areceipt for the amendment to
thepreiminary prospectusand theissuance by the Director
of areceipt for the prospectus.

PART 7 PROCEDURES AND REQUIREMENTS
FOR GRANTING RECEIPTS

7.1 General

Q) Anissuer shall not filea prospectusif theissuer isin
default in filing or delivering a document required
tobefiled or delivered by theissuer under Ontario
securities law.

2 An issuer shall not file a prospectus more than 75
days after the date of the receipt for the
preliminary prospectus to which the prospectus
relates if the primary reason for failing to file the
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SOURCE FROM EXISTING INSTRUMENT

Source: New

Source: Reg. s. 38(1)1

A receipt for a prospectuswill not beissued if the Director isaware
that theissuer isin default in filing any document required to befiled
by it under the Act or this Regulation or under the statute under
which it isincorporated or organized.

Source: Reg. s. 38(1)(2)

Where a receipt for a prospectus is not issued within seventy-five
days after the date of a receipt for a preliminary prospectus dueto
the inaction of the person or company filing such preliminary
prospectus, then no final receipt shall beissued for that prospectus.

COMMENTS

Comment: The provisionsin section 6.11 are intended to eliminate
uncertainty as to when an amendment to a preliminary prospectus
restartstheten day waiting period.

Comment: Subsection 7.1(1) has been restricted to a default under
Ontario securitieslaw as compliance with filing requirementsunder
the issuer's governing statute is more properly the subject of
supervision by the applicable regulator.



3

(4)

©)

prospectus within the 75 day period is the inaction
of the issuer.

If a preliminary prospectus names an underwriter
of theissuer that proposesto act as underwriter in
Ontario and the underwriter is not registered or
exempt from therequirementstoberegistered asan
underwriter, or thedistribution isto be effected by
theissuer and theissuer isnot registered or exempt
from registration, then

(a) the issuer shall not file the preliminary
prospectus until the underwriter or issuer,
asapplicable, hasdelivered an application
for registration with the Commission; and

(b) theissuer shall not filethe prospectus until
the registration has been granted.

An issuer shall not file a prospectus for a fixed
number of securities that are to be distributed by
one or more underwriters that have agreed to
purchase the securities at a specified price unless
the prospectusindicatesthat the securitiesareto be
taken up by the underwriter or underwriters, if at
all, on or before a date not later than 42 days after
the date of thereceipt for the prospectus.

If a minimum amount of fundsisto beraised by the
non-continuous distribution of securities on a best
effortsbasis

-31 -

SOURCE FROM EXISTING INSTRUMENT

Source: Reg. s. 38(1)4

Wherea preliminary prospectus namesan underwriter of theissuer
who proposes to act as underwriter in Ontario and who is not a
registrant or the distribution isto be effected by the issuer and the
issuer is not a registrant then the receipt for the preliminary
prospectus shall not issue until an application for registration has
been received and thereceipt for the prospectus shall only beissued
concurrently with or after the granting of registration.

Source: Reg. s. 38(1)5

Thereceipt for a prospectusrelating to securitiesunderwritten on a
firm commitment basis, other than securities to be distributed
continuously, shall not be issued unlessthe prospectusindicates that
the securities are to be taken up by the underwriter, if at all, on or
before a date not later than six weeks after the date of the final
receipt.

Source: Reg. s. 38(1)7

Except as otherwise provided in the Rules entitled In the Matter of
the Prompt Offering Qualification System (1993), 16 OSCB 732, 16
OSCB 949 and National Policy Statement No. 47 (1993), 16 OSCB
765 wher ea minimum amount of fundsarerequired by an issuer, the
receipt for a prospectus relating to securities proposed to be

COMMENTS

Comment: Therelevant period hasbeen changed from 60 to 90 days
to conform with the periods in British Columbia and Alberta and
NP 47.



(a) the prospectus shall state the minimum
amount and that the distribution will not
continue for mor e than 90 days, and

(b) during the 90 day period referred to in
paragraph (a), funds received from
subscriptions shall be held by a Canadian
chartered bank or trust company under an
agreement that states that the depository
may, if the minimum amount of funds is
received within thetime specified, transfer
the funds to the issuer and shall, if the
minimum amount of funds is not received
within the time specified, return the funds
to the subscribers unless the subscribers
have otherwise instructed the depository.

7.2 Registration or Licensing of Issuer

@

If the purpose of a distribution under a prospectus
is to fund a new business and the issuer has not
obtained all material licences, registrations and
approvals necessary for the operation of the
business, the issuer shall not file the prospectus
unless

(a) all fundsreceived from subscriberswill be
held by a Canadian chartered bank or
trust company, as depository, for not
longer than 90 days;
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SOURCE FROM EXISTING INSTRUMENT

distributed on a best efforts basis, other than securities to be
distributed continuously, shall not issue unless the prospectus
indicatesthat the offering may not continuefor morethan sixty days
wher e the minimum amount of funds are not subscribed within sixty
days, without the consent of the Director and those persons or
companies who subscribed within such sixty days.

Source: Policy 5.1,s. 3

In a best efforts offering, the minimum subscriptions necessary to
accomplish the purposes in the prospectus must be specified.
Section 27(1)7 [38(1)(7)] of the regulations made under the Act (the
Regulation) restrictsthisoffering period to amaximum of 60 daysor,
with the consent of the Director and those alr eady subscribing, for a
longer period. Duringthisperiod any subscriptionsreceived must be
held by a trust company or other acceptable depository who will,
when the minimum amount necessary isreceived, turn it over tothe
issuer or will, if the minimum is not received within the time
specified, return the money to the individual subscribers.

Source: Policy5.1,s. 4

Wherethe purpose of theissueisto fund anew loan, trust, insurance
or other business prior to its licensing or registration by another
gover nment agency, a final receipt will issue subject to a condition,
which must beset out in the prospectus, that the subscriptionswill be
held by a trust company or other suitable depository for not longer
than a specified period. If, during thistime, the licence issues, the
subscriptions will be turned over to theissuer. If, at the end of the
period, the licence has not issued, the funds must bereturned to the
individual subscribers.

COMMENTS

Comment: Thefirst two sentencesof theexisting provision have been
omitted asthey are covered by paragraph (a). Thereferenceto 60
days has been changed to 90 days to conform with paragraph (a).
The depositary may be a bank or trust company and reference to
"other depositary acceptabletothe Director” hasbeen deleted. The
release of funds by the depositary after minimum subscriptions are
received isnow a permissiveevent rather than mandatory (theremay
be other conditionsto releaseimposed by theissuer, underwritersor
purchasers).



PART 8

8.1

8.2

(b) thereis an agreement with the depository
that statesthat, if, at the end of the period,
the necessary licences, registrations and
approvals have not been obtained, the
depository will return the funds to
subscribers; and

(c) disclosure is madein the prospectus of the
conditionsin paragraphs (a) and (b).

2 If, during the period referred to in subsection (1),
the necessary licences, registrations and approvals
are obtained, the funds may be released to the
issuer.

EXEMPTION

Exemption - The Director may grant an exemption to this
Rule, in whole or in part, subject to such conditions or
restrictions as may be imposed in the exemption.

Evidence of Exemption - Without limiting the manner in
which an exemption under section 8.1 may beevidenced, the
issuance by the Director of areceipt for a prospectusor an
amendment to a prospectusisevidenceof thegranting of the
exemption if

(a) the person or company that sought the exemption
delivered to the Director on or before the date the
preliminary prospectus was filed, a letter or
memor andum describingthemattersrelatingtothe
exemption, and indicatingwhy consider ation should
be given to the granting of the exemption; and

-33-

SOURCE FROM EXISTING INSTRUMENT

Source: Policy5.1,s. 4
(See above)

Source: New

Source: NP 47,s.7.3

Where an issuer anticipates not being in a position to comply with
oneor mor e of the provisions of thisPolicy Statement, other than the
provisionsof part 4 in respect of which aformal application must be
made and a waiver issued pursuant to section 4.5, the issuer shall at
or prior to thetime of filing a preliminary short form prospectus so
notify in writing the Applicable Regulator in each Jurisdiction in
which the preliminary short form prospectusisto befiled providing
the reasons why the applicable Securities Regulatory Authority
should grant relief. Relief shall be deemed to have been granted if a
receipt in respect of the short form prospectusisissued.

COMMENTS
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SOURCE FROM EXISTING INSTRUMENT COMMENTS

(b) the Director has not sent written notice to the
contrary to the person or company that sought the
exemption before the issuance of the receipt.
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