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Enacted:

New rulesfor exempt distributionsin Ontario

Ontario has replaced the former private company, private issuer, $150,000, seed capital and government
incentive security exemptions with new exemptions, including:

The"Closdly-Held |ssuer Exemption” permitsissuersto raise atota of $3 million, through any number of
financings, from up to 35 investors without concern for the investor's "qudifications’ or "sophigtication”.
Excluded from the 35 investors maximum are “accredited investors’, and current or former directors,
officers, employees or consultants who acquire securities as compensation by or under an incentive plan.
The exemption doesnot apply to publicissuers, becausethe securities of a“closdy-hed” issuer must have
transfer redtrictions. No advertisements can be made, and no sdlling or promotiona expenses can be
incurred, other than the professiona servicesof aregistered dedler. If therearemorethan five shareholders
after the trade, ageneric information statement must be ddlivered to the investor(s) at least four days prior
to the trade. No promoter can act as the promoter of any other issue of securities under this exemption
within the preceding twelve months, and issuersin a*“common enterprise’ will be trested as oneissuer for
the purpose of the exemption.

The "Accredited Investor Exemption” permits issuersto raise any amount at any time from any person or
company that meets certain qudifications, including: (1) various inditutiond investors, (2) companies,
partnershipsor trustswith net assets of at least $5 million; (3) officers, directorsand promoters of theissuer
and certain family members, and (4) individuaswho, either doneor jointly with aspouse, beneficidly own
financid assets having an aggregate redizable vaue that, before taxes but net of any related liabilities,
exceeds $1 million; or whose net income before taxes exceeded $200,000 in each of the two most recent
years, or whose net income before taxes combined with that of a spouse exceeded $300,000 in each of
those years and who, in ether case, has a reasonable expectation of exceeding the same net income level
in the current year.
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The "Government Incentive Security Exemption” is for a security, or an interest in a partnership or joint
venture, in which the issuer has agreed to renounce in favour of the holder, Canadian exploration or
development expenses, or Canadian oil and gas property expenses, asdefined by thelncomeTax Act. The
current exemption would largely be preserved, which limits solicitations in al jurisdictions to 75 persons
and salesto 50, provided, before entering into an agreement, investors are given an offering memorandum
with certain stlandard information about the directors, officers and promoter, together with a*contractua
right of action”. The prospective purchaser must have access to subgtantially the same information that a
prospectus would provide, and each investor must be ableto evaluate theinvestment becauise of net worth,
investment experience or advice from an independent consultant (unless the investor is a senior officer or
director or certain family members). No advertisements can be made, and no selling or promotional
expenses can be incurred, other than the professional services of aregistered dedler. No promoter can
act as the promoter of any other issue of securities under this exemption within the calendar yeer.

The "Private Pooled Fund Exemption” is for a security in a private mutua fund or non-redeemable
invesment fund. The exemption would apply if: (a) the purchaser purchases as principd; (b) ether (i) the
security has an aggregate acquisition cost to the purchaser of not lessthan $150,000; or (ii) the purchaser
then owns securities having ether an aggregate acquisition cost or an aggregate net asset vaue of not less
than $150,000 (a "top up"); and (¢) the mutua fund or non-redeemable investment fund is managed by
a portfolio adviser or a trust corporation registered under the Loan and Trust Corporations Act. (The
exemption is dightly different for foreign managed funds)

Ontario Rule 45-501 — Enacted November 30, 2001

Four month holds extended nationally — Enacted

Four month holds on resdes of certain exempt digtributions by a“ qudifying issuer”, isnow anationd rule,
except for Quebec. A "qudifying issuer” is areporting issuer (or equivaent), who is an dectronic filer
under SEDAR, who has filed a current Annud Information Form (“ AlF"), and either hasaclass of equity
securities listed or quoted on certain specified exchanges or markets, or outstanding securities that have
received an gpproved raing. Securities of a"non-qudifying” issuer mugt be held for 12 months from the
later of the date of the distribution and the date theissuer becomesa"reporting issuer”. Securitiesof issuers
that are not "reporting issuers' can never be resold, absent a further exemption.

National Rule 45-102 Enacted November 30, 2001
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Albertajoins BC with short form prospectusrulefor CDNX issuers.

Albertawill join BC, and permit CDNX issuersto distribute up to $2 million of itslisted securities per year,
with a “short form [CDNX] prospectus’. The short form prospectus incorporates by reference (a) the
current Annud Information Form (“AlF’), (b) the most recent audited annud financid statements, (c) dl
unaudited quarterly financid statements, quarterly reports and materid change reports filed snce the date
of the current AlF, and (d) al technical reports and consents required under NI 43-101 (re minera
projects).

Albertaand BC Local Rule 45-509

CDNX temporarily relaxes private placement and CPC restrictions

Until December 31, 2002, CDNX issuers can complete a one-time private placement offering at 5 cents
per share up to a maximum of $100,000 with various conditions, provided the issuer is inactive or is
auffering financia hardship. Under the old rules, the minimum was 10 cents per share for a private
placement, with no more than a 25 per cent discount to market.

Also on an interim basis, Capital Pool Companies (“CPCs’) listed on the CDNX have new options for
completing their “Quaifying Transaction”. Subject to prior gpproval, (1) CPCs can combine with other
CPCsto completeaQualifying Transaction, or (2) CPCscan invest in and combinewith an existing public
company.

These change are in response to a“dumping” junior market.
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Proposed:

Exempt distributionsin Alberta and BC - expanded and harmonized exemptions - Proposed
Alberta and BC propose to expand and harmonize distribution exemptions. The new rules respond to
industry comments that the cost of raisng money is too high, especidly for smdl and medium-sized

businesses. The proposed exemptions are;

(1) Private |ssuer Exemption —increased ability of private companies (i.e. those with restrictions

on transfer and not more than fifty shareholders, excluding employees) to raise money while
remaining private, without adisclosure document. The new exemption would alow aprivate issuer
to raise capital from: (a) persons specificaly listed in the exemption, (b) other personswho are not
"the public’, and () accredited investors.

(2) Eamily, Friends and Busi ness A ssoci ates Exemption—would allow issuersto raise any amount
of money from family members, close friends and close business associates without a disclosure
document.

(3) Accredited Investor Exemption — would alow issuers to raise any amount of money from
various financid inditutions, pensons, invesment deders, established companies and wesdlthy
individuals without a disclosure document. (Asin the new Ontario Rule, an individua would be an
accredited if he or she and spouse: (a) have financid assats exceeding $1 million, or (b) have net
income exceeding $300,000 - $200,000 without a spouse - in each of the last two years, and a
reasonable expectation of exceeding that amount in the current year)

(4) Offering Memorandum Exemption— would alow issuers to raise any amount of money from
anyone provided that the investor acknowledges the risks of investing and receives an offering

memorandum - a short, smple disclosure document, in prescribed form. Investor protection
provisons would aso be added giving purchasers amost identical rights to those under a
prospectus. The rightsinclude a two-day right to cancel the purchase and broader rightsto cancel

or sue for damages if there is a misrepresentation in the offering memorandum. The prescribed

form would be short and incorporate by reference an Annua Information Form for qualifying

issuers, and longer in other cases.
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Alberta and BC are also proposing that the shares for debt exemption and the bonus or finder’'s fee
exemptions be available to dl reporting issuers. Public comments will be considered until November 30,
2001.

Proposed Multilatera Instrument 45-103

Please call if you have any questions - 416-865-0303

Allen and Allen

WILLIAM ALLEN:A graduate of the University of Toronto, Bill wascaled to the Bar in 1954.
He later obtained a Masters of Law (LL.M.) from Osgoode Hall. He has lectured for the
Canadian Bar Association and the Law Society of Upper Canada. He is the author of the Estate
Planning Handbook (with three editions, published in 1985, 1991 and 1999) and has worked in
the area of securitieslaw since the early 1960s.

JOHN ALLEN: A graduate of law from Queen's University, John was cdled to the Bar in 1991,
clerked with the Ontario Superior Court, and hasaMastersof Law in securitieslaw from Osgoode
Hall. Heis a graduate of the "Canadian Securities Course”, "Financid Planning Course’, and has
al academic requirements for the designation of Certified Financid Planner (CFP). Heisaso the
author of amonthly securities"Netletter” available only on Quicklaw (www.quicklaw.com), afee-
based legd database service.
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