REGULATION IN FORCE FROM MAY 14, 2013 TO JANUARY 10, 2015

Last amendment in force on May 14, 2013
This document has official status

chapter V-1.1, r. 25

REGULATION 52-107 RESPECTING ACCEPTABLE ACCOUNTING PRINCIPL%

AND AUDITING STANDARDS y\
Securities Act QfI/
(chapter V-1.1, s. 331.1) N

PART 1 DEFINITIONS AND INTERPRETATION < FQ
1.1. Definitions 5?‘
In this Regulation: &O

“accounting principles” means a body, ol*Qnr?]ciples relating to accounting that are
generally accepted in a jurisdiction of C@ or a foreign jurisdiction and includes,
without limitation, IFRS, Canadian GAAP ari U.S. GAAP;

A}

“acquisition statements” m n's\tlnancial statements of an acquired business or a
business to be acquired, or an o ting statement for an oil and gas property that is an
acquired business or a busi@o be acquired, that are

(@) required e filed under Regulation 51-102 respecting Continuous
Disclosure Obligation pter V-1.1, r. 24),

(b) inc@in a prospectus pursuant to Item 35 of Form 41-101F1 of
Regulation 4@ respecting General Prospectus Requirements (chapter V-1.1, r. 14),

respe

( Qequired to be included in a prospectus under Regulation 44-101
M® Short Form Prospectus Distributions (chapter V-1.1, r. 16), or

Q (d)  except in Ontario, included in an offering memorandum required under
ulation 45-106 respecting Prospectus and Registration Exemptions
hapter V-1.1, r. 21);
“auditing standards” means a body of standards relating to auditing that are
generally accepted in a jurisdiction of Canada or a foreign jurisdiction and includes,
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without limitation, Canadian GAAS, International Standards on Auditing, U.S. AICPA
GAAS and U.S. PCAOB GAAS,;

“business acquisition report” means a completed Form 51-102F4 Business
Acquisition Report;

“convertible security” means a security of an issuer that is convertible intq\%
carries the right of the holder to acquire, or of the issuer to cause the acquisiti f,a
security of the same issuer; (91,

A}
“credit support issuer” means an issuer of securities for which a crb@supporter
has provided a guarantee or alternative credit support;

“credit supporter” means a person that provides a guara t&ltemaﬁve credit
support for any of the payments to be made by an issuer of 9% ities as stipulated in
the terms of the securities or in an agreement governing ri , Or granting rights to,
holders of the securities; 5

“designated foreign issuer” means a foreign

(@) that does not have a class of ities registered under section 12 of
the 1934 Act and is not required to file repor% er section 15(d) of the 1934 Act,

(b) that is subject to foreign dis(ckure requirements in a designated foreign

jurisdiction, and ,\b"‘

residents of Canada does notng¥ceed 10%, on a fully-diluted basis, of the total number
of equity securities of the js , calculated in accordance with sections 1.2 and 1.3;

(c) for which the tog‘\wmber of equity securities beneficially owned by

Italy, Japan, Mexj e Netherlands, New Zealand, Singapore, South Africa, Spain,
Sweden, Switze the United Kingdom of Great Britain and Northern Ireland;

“ex:hga%eable security” means a security of an issuer that is exchangeable for,

“designated Jurisdiction” means Australia, France, Germany, Hong Kong,
O
@ Or

or carri right of the holder to acquire, or of the issuer to cause the acquisition of, a
secur@ another issuer;

%‘. “exchange-traded security” means a security that is listed on a recognized
change or is quoted on a recognized quotation and trade reporting system or is listed
on an exchange or quoted on a quotation and trade reporting system that is recognized
for the purposes of Regulation 21-101 respecting Marketplace Operation
(chapter V-1.1,r. 5) and Regulation 23-101 respecting Trading Rules
(chapter V-1.1, r. 6);
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“executive officer” means, for an issuer, an individual who is
(@) achair, vice-chair or president;

(b)  a vice-president in charge of a principal business unit, division or function

including sales, finance or production; or 63
(c) performing a policy-making function in respect of the issuer; (19'\
“financial statements” includes interim financial reports; Q N

“foreign disclosure requirements” means the requirements tQ}vhich a foreign
issuer is subject concerning disclosure made to the public, to seQLLt holders of the
issuer or to a foreign regulatory authority v

(@) relating to the foreign issuer and the trading in %ecurities, and
(b) that is made publicly available in the forei nb isdiction under

(1) the securities laws of the fore'lﬁq Jurisdiction in which the principal
trading market of the foreign issuer is located, be

(i) the rules of the marké‘@ce that is the principal trading market of
the foreign issuer; b‘
A}

“foreign issuer” means an i su’e\ that is incorporated or organized under the laws
of a foreign jurisdiction, unless i

(@) outstanding v@ securities of the issuer carrying more than 50% of the
votes for the election of ¢tors are beneficially owned by residents of Canada, and

(b) anchQQollowing apply:

the majority of the executive officers or directors of the issuer are
residents o ada

Qa (i) more than 50% of the consolidated assets of the issuer are located
in %vn a; or

\s (i)  the business of the issuer is administered principally in Canada;

“foreign registrant” means a registrant that is incorporated or organized under the
laws of a foreign jurisdiction, unless
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(@) outstanding voting securities of the registrant carrying more than 50% of
the votes for the election of directors are beneficially owned by residents of Canada,
and

(b)  any of the following apply:

0] the majority of the executive officers or directors of the regis.&é@
are residents of Canada; Q

(i) more than 50% of the consolidated assets of the r@uant are
located in Canada; or N

(i) the business of the registrant is administered pr@lly in Canada;

“foreign regulatory authority” means a securities com i@ , exchange or other
securities market regulatory authority in a designated foreigngesdiction;

“IAS 27" means International Accounting Stamztd 27 Consolidated and
Separate Financial Statements, as amended from ti time;

“IAS 34" means International Acco;J\ﬁbg Standard 34 Interim Financial
Reporting, as amended from time to time; Q

“inter-dealer bond broker” means rﬂ{erson that is approved by the Investment
Industry Regulatory Organization of ada under its Rule No. 36 Inter-Dealer Bond
Brokerage Systems, as amende.dtés]n is subject to its Rule No. 36 and its Rule 2100
Inter-Dealer Bond Brokerage S s, as amended from time to time;

“IPO venture isgu has the same meaning as in section 1.1 of
Regulation 41-101 resp@q General Prospectus Requirements;

“issuer's G means the accounting principles used to prepare an issuer's
financial statem >as permitted by this Regulation;

‘ma e%éce” means
@Q an exchange,
%Q (b)  aquotation and trade reporting system,
\ (© a person not included in paragraph (a) or (b) that

(1) constitutes, maintains or provides a market or facility for bringing
together buyers and sellers of securities,
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(i) brings together the orders for securities of multiple buyers and
sellers, and

(i)  uses established, non-discretionary methods under which the
orders interact with each other, and the buyers and sellers entering the orders agree to
the terms of a trade, or

(d) a dealer that executes a trade of an exchange-traded security outs'@'c\)fa
marketplace, ‘Jl,

4
but does not include an inter-dealer bond broker; '\Q

* is convertible

r of the issuer to
security or another

“multiple convertible security” means a security of an issu
into, or exchangeable for, or carries the right of the holder to acqyi
cause the acquisition of, a convertible security, an exchang

multiple convertible security;

“predecessor statements” mean the financialggtements referred to in
paragraph 32.1(1)(a) of Form 41-101F1 of Reg I@n 41-101 respecting General
Prospectus Requirements; ’{

“primary business statements” me '?he financial statements referred to in
paragraph 32.1(1)(b) of Form 41-101F](§Regulation 41-101 respecting General
Prospectus Requirements;

A}

“principal trading market”ﬂmé}]s the published market on which the largest
trading volume in the equity s Nies of the issuer occurred during the issuer's most
recently completed financial %hat ended before the date the determination is being
made;

“published ma Qmeans, for a class of securities, a marketplace on which the
securities have tr at discloses, regularly in a publication of general and regular
paid circulation &n®a form that is broadly distributed by electronic means, the prices at
which those @/un ies have traded;

“régized exchange” means

in Ontario, an exchange recognized by the securities regulatory authority

@gy on business as a stock exchange,

(b) in Québec, a person authorized by the securities regulatory authority to
carry on business as an exchange, and
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(c) in every other jurisdiction of Canada, an exchange recognized by the
securities regulatory authority as an exchange, self-regulatory organization or self-
regulatory body;

“recognized quotation and trade reporting system” means

@) in every jurisdiction of Canada other than British Columbia, a quot 83

and trade reporting system recognized by the securities regulatory authorit @ r

securities legislation to carry on business as a quotation and trade reporting@s em
A}

and
N

(b) in British Columbia, a quotation and trade reporting systegrecognized by
the securities regulatory authority under securities legislation as aQ.Q,t tion and trade

reporting system or as an exchange; 0}

(@) has a class of securities registered under sé on 12 of the 1934 Act or is
required to file reports under section 15(d) of the 1?{@1 and

“SEC issuer” means an issuer that

(b) is not registered or required to lgé\'?gistered as an investment company
under the Investment Company Act of 1 of the United States of America, as
amended from time to time; (1/

“SEC foreign issuer” means a&hﬁg’h issuer that is also an SEC issuer;

transferred, in accordance the terms of a convertible security, an exchangeable
security or a multiple conye security;

“underlying security” mgﬂa security issued or transferred, or to be issued or

“U.S. GAAP”
States of Americ
support, as sup
time to time;

s generally accepted accounting principles in the United
the SEC has identified as having substantial authoritative
nted by Regulation S-X under the 1934 Act, as amended from

¢ C‘)&ICPA GAAS” means auditing standards of the American Institute of
Certifi blic Accountants, as amended from time to time;

“U.S. PCAOB GAAS” means auditing standards of the Public Company
counting Oversight Board (United States of America), as amended from time to time;

“venture issuer”,
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(@) in the case of acquisition statements required by Regulation 51-102
respecting Continuous Disclosure Obligations, has the same meaning as in
subsection 1.1(1) of that Regulation, and

(b) in the case of acquisition statements referred to in paragraph (b), (c) or (d)
of the definition of "acquisition statements”, has the same meaning as in section 1. 6)3
Regulation 41-101 respecting General Prospectus Requirements.

M.O. 2010-16, s. 1.1; M.O. 2013-04, s. 1. (19

4
1.2. Determination of Canadian Shareholders for Calculation ol'&signated
Foreign Issuer and Foreign Issuer

(2) For the purposes of paragraph (c) of the definition of “degi
in section 1.1 and for the purposes of paragraphs 3.9(1)(c)
equity securities beneficially owned by residents of Canada i

ed foreign issuer”
.9(c), a reference to

(@) any underlying securities that are equnés,émies of the foreign issuer,
and

(b)  the equity securities of the for |gaalssuer represented by an American
depositary receipt or an American depo&&a are issued by a depositary holding
equity securities of the foreign issuer.

(2) For the purposes of parag ;b&'(a) of the definition of “foreign issuer” in
section 1.1, securities representgd American depositary receipts or American
depositary shares issued by a gepwesitary holding voting securities of the foreign issuer
must be included as outstan®@(}§ in determining both the number of votes attached to
securities beneficially owne residents of Canada and the number of votes attached
to all of the issuer's out%ding voting securities

M.O. 2010-16, SéQp

1.3. Timing sar Calculation of Designated Foreign Issuer, Foreign Issuer and
Foreign Rggig¥ant

@ the purposes of paragraph (c) of the definition of “designated foreign issuer”

in n 1.1, paragraph (a) of the definition of “foreign issuer” in section 1.1, and

\$ aph (a) of the definition of "foreign registrant” in section 1.1, the calculation is
de

@) if the issuer has not completed one financial year, on the earlier of

0] the date that is 90 days before the date of its prospectus, and
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(i) the date that it became a reporting issuer; and

(b)  for all other issuers and for registrants, on the first day of the most recent
financial year or interim period for which financial performance is presented in the
financial statements or interim financial information filed or delivered or included in a

prospectus.
M.O. 2010-16, s. 1.3 '\63

(2) For the purposes of this Regulation, a reference to “prosp s” mcludes a
preliminary prospectus, a prospectus, an amendment to a prellml rospectus and
an amendment to a prospectus.

1.4. Interpretation

in" another document means information reproduced in cument or incorporated

(2) For the purposes of this Regulation, a reference t@‘matlon being "included
0
into the document by reference.

M.O. 2010-16, s. 1.4. &
S
PART 2 APPLICATION (1/
A}
2.1. Application '\

(2) This Regulation doe§ pIy to investment funds.
to

(2) This Regulation

€) all f|@l statements and interim financial information delivered by
registrants to th? urities regulatory authority or, except in Québec, regulator under
Regulation 3)~108 respecting Registration Requirements, Exemptions and Ongoing
Registrant @étions (chapter V-1.1, r. 10),

& all financial statements filed, or included in a document that is filed, by an
issn% nder Regulation 51-102 respecting Continuous Disclosure Obligations
( er V-1.1, r. 24) or Regulation 71-102 respecting Continuous Disclosure and Other

émptions Relating to Foreign Issuers (chapter V-1.1, 37),

(© all financial statements included in

0] a prospectus, a take-over bid circular or any other document that is
filed by or in connection with an issuer, or
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(i) except in Ontario, an offering memorandum required to be
delivered by an issuer under Regulation 45-106 respecting Prospectus and Registration
Exemptions (chapter V-1.1, r. 21),

(d) any acquisition statements, predecessor statements, or primary business
statements, that are an operating statement for an oil and gas property that isy\
acquired business, or a business to be acquired, that is Q

(1) filed by an issuer under Regulation 51-102 respecting@omlnuous
Disclosure Obligations, N

4

(i) included in a prospectus, take-over bid cirQa,r or any other
document that is filed by or in connection with an issuer, or v

(i)  except in Ontario, included in an offeri morandum required to
be delivered by an issuer under Regulation 45-10 ?s ecting Prospectus and
Registration Exemptions,

(e) any other financial statements filed, (f%gc?uded in a document that is filed,
by a reporting issuer, '\(b

() summary financial informat'ﬂ&ar a credit supporter or credit support
issuer that is

A}
(1) filed under Eﬁg{}mion 51-102 respecting Continuous Disclosure

(i) inclugeg a prospectus, take-over bid circular or any other

Obligations,

document that is filed b connection with an issuer, or

(i) ept in Ontario, included in an offering memorandum required to
be delivered bkgam issuer under Regulation 45-106 respecting Prospectus and
Registration mptions,

(Qg)summarized financial information of an acquired business or business to
be ao@ d that is, or will be, an investment accounted for by the issuer using the
e

equ@ thod, that is

\s 0] filed by an issuer under Regulation 51-102 respecting Continuous
Disclosure Obligations,

(i) included in a prospectus, take-over bid circular or any other
document that is filed by or in connection with an issuer, or
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(i)  except in Ontario, included in an offering memorandum required to
be delivered by an issuer under Regulation 45-106 respecting Prospectus and
Registration Exemptions, and

(h) pro forma financial statements
0] filed, or included in a document that is filed, by an issuer up%
Regulation 51-102 respecting Continuous Disclosure Obligations or Regulation 2

respecting Continuous Disclosure and Other Exemptions Relating to Foreign Is S,

(i) included in a prospectus, take-over bid circular bggny other
document that is filed by or in connection with an issuer, or

(i)  otherwise filed, or included in a docum r@; is filed, by a
reporting issuer. 6

M.O. 2010-16, s. 2.1; M.O. 2013-04, s. 2. Sv

O

PART 3 RULES APPLYING TO FINANCI ,\}ARS BEGINNING ON OR AFTER
JANUARY 1, 2011 N

3.1. Definitions and Application (1/

A}
(2) In this Part: '\

“publicly accountable @fprlse” means a publicly accountable enterprise as
defined in the Handbook; é

“private enterp@ﬁeans a private enterprise as defined in the Handbook.
(2) This Paréﬁies to financial statements, financial information, operating

statements pro forma financial statements for periods relating to financial years
beginning fter January 1, 2011.

M.O. @-16, s. 3.1.
3:3 Q Acceptable Accounting Principles - General Requirements

) Financial statements referred to in paragraphs 2.1(2)(b), (c) and (e), other than
acquisition statements, must

(@) be prepared in accordance with Canadian GAAP applicable to publicly
accountable enterprises, and

10
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(b) disclose

(1) in the case of annual financial statements, an unreserved statement
of compliance with IFRS, and

(i) in the case of an interim financial report, an unreserved stateryé@
of compliance with IAS 34. Q

(2) Despite subsection (1), in the case of an interim financial repori¥at is not
required under securities legislation to provide comparative interim financile rmation,

(@) the statement of financial position, statement of co %nsive income,
statement of changes in equity, statement of cash flows and expl ry notes must be
prepared in accordance with IAS 34 other than the requirerpgn IAS 34 to include
comparative financial information; and

(b)  the interim financial report must disclose thabv

(1) it does not comply with IA&Q because it does not include
comparative interim financial information, and '\(b

(i) the statement of findﬁ position, statement of comprehensive
income, statement of changes in equity, sta¥ement of cash flows and explanatory notes
have been prepared in accordance WitW8AS 34 other than the requirement in IAS 34 to
include comparative financial infor %n.

3) Financial statements ?n“d interim financial information referred to in
paragraph 2.1(2)(a) must

accountable enteg except that any investments in subsidiaries, jointly controlled
entities and as% tes must be accounted for as specified for separate financial
statements indpS 27, and

@) be p@ in accordance with Canadian GAAP applicable to publicly
[

( Qn the case of annual financial statements,

\% “These financial statements are prepared in accordance with the
financial reporting framework specified in [insert “paragraph 3.2(3)(a)”,
“subsection 3.2(4)” or “section 3.15” as applicable] of Regulation 52-107 respecting
Acceptable Accounting Principles and Auditing Standards for financial statements
delivered by registrants.”;

0] include the following statement:

11
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and

(i) describe the financial reporting framework used to prepare the
financial statements.

(4) Despite paragraph (3)(a), financial statements and interim financial informatign
referred to in paragraph 2.1(2)(a) for periods relating to a financial year begin;{@
in 2011 may be prepared in accordance with Canadian GAAP applicable to i
accountable enterprises, except that (@

ly

A}
(@ any investments in subsidiaries, jointly controlled entities a ssociates
must be accounted for as specified for separate financial statements in.j,&S 27,

(b)  comparative information relating to the preceding f&al year must be
excluded, and

(c) the first day of the financial year to Whl@mamlal statements or

interim financial information relates must be used as date of transition to the
financial reporting framework.

(5) Financial statements must be prepared.i cordance with the same accounting
principles for all periods presented in the fm@?& atements.

(6) Financial information referred ton p agraphs 2.1(2)(f) and (g) must

>

(@) present the line ite %r summary financial information or summarized
financial information require Regulation 45-106 respecting Prospectus and
Registration Exemptions d?%rv 1.1, r. 21) or Regulation 51-102 respecting
Continuous Disclosure % ns (chapter V-1.1, r. 24), as the case may be, and

(b) inthe ¢ summarized financial information of an acquired business or
business to be a that is, or will be, an investment accounted for by the issuer
using the equityé od

be prepared using accounting policies that
p (A) are permitted by one of Canadian GAAP applicable to
l&e accountable enterprises, IFRS, U.S. GAAP or Canadian GAAP applicable to
enterprises, and
(B) would apply to the information if the information were

presented as part of a complete set of financial statements,

(i) include the following statement:

12
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“This information is prepared in accordance with the financial
reporting framework specified in subsection 3.2(6) of Regulation 52-107 respecting
Acceptable Accounting Principles and Auditing Standards (chapter V-1.1, r. 25) for
summarized financial information of a business accounted for using the equity method.”;

and '\63

(i)  describe the accounting policies used to prepare the inform?tll@

M.O. 2010-16, s. 3.2. N
,\Q

3.3. Acceptable Auditing Standards - General Requirements

(2) Financial statements, other than acquisition statement @ are required by
securities legislation to be audited must 6

@) be audited in accordance with Canadian G@S and be accompanied by
an auditor's report that

(1) expresses an unmodified opinf&x

(i) identifies all financial p@s presented for which the auditor has
issued an auditor's report, (1/

(i) s in the form sp'%c?l@bl by Canadian GAAS for an audit of financial
statements prepared in accordancg with a fair presentation framework, and

(iv) refersto as the applicable fair presentation framework if the
financial statements are gr red in accordance with Canadian GAAP applicable to

publicly accountable en ises, and

(b) if th r or registrant has changed its auditor and one or more of the
comparative p presented in the financial statements were audited by a
predecessor guditor, be accompanied by the predecessor auditor's reports on the
comparatlv ods.
(2) graph (1)(b) does not apply to financial statements referred to in
par hs 2.1(2)(a) and (b) if the auditor's report described in paragraph (1)(a) refers

@ue predecessor auditor's reports on the comparative periods.
AN

M.O. 2010-16, s. 3.3.

3.4. Acceptable Auditors

13
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An auditor's report filed by an issuer or delivered by a registrant must be
prepared and signed by a person that is authorized to sign an auditor's report under the
laws of a jurisdiction of Canada or a foreign jurisdiction, and that meets the professional
standards of that jurisdiction.

M.O. 2010-16, s. 3.4.
o

3.5. Presentation and Functional Currencies Q

(2) The presentation currency must be prominently displayed in financial@tements.

(2) Financial statements must disclose the functional currency if L}s different than
the presentation currency. Q,

M.O. 2010-16, s. 3.5. éov

3.6. Credit Supporters Sv

(1) Unless subsection 3.2(1) applies, if a credit @ort issuer files, or includes in a
prospectus, financial statements of a credit supgoXgr, the credit supporter's financial

statements must
N

@) be prepared in accordance '@the accounting principles and audited in
accordance with the auditing standards th¥t would apply under this Regulation if the
credit supporter were to file financial &t tents referred to in paragraph 2.1(2)(b), and

(b) identify the accou$~ principles used to prepare the financial statements.

(2) If a credit support is@w files, or includes in a prospectus, summary financial
information for the credi porter or credit support issuer,

(@) the @ry financial information must, in addition to satisfying other
requirements in l@ egulation

prominently display the presentation currency, and

Qa (i) disclose the functional currency if it is different from the
pr tion currency, and

\% (b) the amounts presented in the summary financial information must be
derived from financial statements of the credit supporter or credit support issuer that, if
required by securities legislation to be audited, are audited in accordance with the
auditing standards that would apply under this Regulation if the credit supporter or credit
support issuer, as the case may be, were to file financial statements referred to in
paragraph 2.1(2)(b).

14
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M.O. 2010-16, s. 3.6.
3.7. Acceptable Accounting Principles for SEC Issuers

(2) Despite subsection 3.2(1), an SEC issuer's financial statements referred ton
paragraphs 2.1(2)(b), (c) and (e) and financial information referred t <®
paragraphs 2.1(2)(f) and (g) that are filed with or delivered to a securities re ory
authority or, except in Québec, regulator, other than acquisition statements, y be
prepared in accordance with U.S. GAAP. Q"

(2)  The notes to the financial statements referred to in subsectionl) must identify
the accounting principles used to prepare the financial statements. Q,

M.O. 2010-16, s. 3.7. éov

3.8. Acceptable Auditing Standards for SEC Issuer ?~

(2) Despite subsection 3.3(1), an SEC issuer @nmal statements referred to in
paragraphs 2.1(2)(b), (¢) and (e) and flnéﬁQ information referred to in
paragraphs 2.1(2)(f) and (g) that are filed WI delivered to a securities regulatory
authority or, except in Québec, regulator, ot an acquisition statements, and that are

required by securities legislation to be au ) may be audited in accordance with U.S.
PCAOB GAAS if the financial statemerbm‘ar accompanied by
A}

(@) an auditor's report pr p{a}Ed in accordance with U.S. PCAOB GAAS that

0] express@%‘unquaﬁfied opinion,

(i) ider@s all financial periods presented for which the auditor has
issued an auditor's re@, and

(|||)g entifies the auditing standards used to conduct the audit and the
accounting p es used to prepare the financial statements, and

he predecessor auditor's reports on the comparative periods, if the issuer
has c d its auditor and one or more of the comparative periods presented in the
f|n statements were audited by the predecessor auditor.

Paragraph (1)(b) does not apply to financial statements referred to in
paragraph 2.1(2)(b) if the auditor's report described in paragraph (1)(a) refers to the
predecessor auditor's reports on the comparative periods.

M.O. 2010-16, s. 3.8.

15
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3.9. Acceptable Accounting Principles for Foreign Issuers

(1) Despite subsection 3.2(1), a foreign issuer's financial statements referred to in
paragraphs 2.1(2)(b), (c) and (e) that are filed with or delivered to a securities regulatory
authority or, except in Québec, regulator, other than acquisition statements, may be

prepared in accordance with 63
(@) IFRS, (19'\
(b) U.S. GAAP, if the issuer is an SEC foreign issuer, Q N

(© accounting principles that meet the disclosure requirem%nts for foreign
private issuers, as that term is defined for the purposes of the 1934 Q.l

0] the issuer is an SEC foreign issuer, Ov

(i) on the last day of the most recentl pleted financial year the
total number of equity securities of the issuer beneficiall ned by residents of Canada
does not exceed 10%, on a fully-diluted basis, of th I number of equity securities of
the issuer, and '{

(i) the financial statement@?ude any reconciliation to U.S. GAAP
required by the SEC, or (1/

(d)  accounting principles thbhéet the foreign disclosure requirements of the
designated foreign jurisdiction tom the issuer is subject, if the issuer is a designated
foreign issuer.

(2)  The notes to the fi statements must identify the accounting principles used
to prepare the financial %@ments

M.O. 2010-16, s.

3.10. Accep@e Auditing Standards for Foreign Issuers

Qe subsection 3.3(1), a foreign issuer's financial statements referred to in
para 2.1(2)(b), (c) and (e) that are filed with or delivered to a securities regulatory
autiél Y or, except in Québec, regulator, other than acquisition statements, that are

\@li ed by securities legislation to be audited may be audited in accordance with

(@) International Standards on Auditing if the financial statements are
accompanied by

0] an auditor's report that
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(A)  expresses an unmodified opinion,

(B) identifies all financial periods presented for which the auditor
has issued the auditor's report,

(C) identifies the auditing standards used to conduct the ateii
and the accounting principles used to prepare the financial statements, and y\

(D) is prepared in accordance with the same auditing s@wds
used to conduct the audit, and Q N

(i) the predecessor auditor's reports on the compara.f.j;% periods, if the
issuer has changed its auditor and one or more of the comparative @o s presented in
the financial statements were audited by the predecessor auditor, v

(b) U.S. PCAOB GAAS if the financial statements @ccompanied by
(1) an auditor's report that 5
(A) expresses an unqualifie’éQplnion,

(B) identifies all finar@\oeriods presented for which the auditor
has issued the auditor's report, (1/

(C) identifies ,%?&a’ljditing standards used to conduct the audit
and the accounting principles useq to prepare the financial statements, and

(D) is %’cxred in accordance with the same auditing standards
used to conduct the audit a

(i) tecessor auditor's reports on the comparative periods, if the
issuer has chang g?uditor and one or more of the comparative periods presented in
the financial staté ts were audited by the predecessor auditor, or

(c) %iting standards that meet the foreign disclosure requirements of the

designa eign jurisdiction to which the issuer is subject if

Q 0] the issuer is a designated foreign issuer,

\s (i) the financial statements are accompanied by an auditor's report
prepared in accordance with the same auditing standards used to conduct the audit,
and

(i) the auditor's report identifies the auditing standards used to conduct
the audit and the accounting principles used to prepare the financial statements.

17
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(2)  Subparagraph (1)(a)(ii) or (b)(ii) does not apply to financial statements referred to
in paragraph 2.1(2)(b) if the auditor's report described in subparagraph (1)(a)(i) or (b)(i),
as the case may be, refers to the predecessor auditor's reports on the comparative
periods.

M.O. 2010-16, s. 3.10. y\<’3
3.11. Acceptable Accounting Principles for Acquisition Statements (19

4
(1)  Acquisition statements must be prepared in accordance with one o@ following
accounting principles:

(@) Canadian GAAP applicable to publicly accountable e@p‘rises;

®)  IFRS: e
(c) U.S. GAAP; Bv

(d) accounting principles that meet the’%{sclosure requirements for foreign
private issuers, as that term is defined for the wses of the 1934 Act, if

0] the issuer or the acqutrt}g)usiness or business to be acquired is an

SEC foreign issuer,
A}

(i) on the last @O'a‘ the most recently completed financial year the
total number of equity securigeS\of the SEC foreign issuer beneficially owned by
residents of Canada does notngceed 10%, on a fully-diluted basis, of the total number
of equity securities of the oreign issuer, and

@)y t ancial statements include any reconciliation to U.S. GAAP

required by the Sé?.
0

(e) % nting principles that meet the foreign disclosure requirements of the
designatedgo? gn jurisdiction to which the issuer or the acquired business or business

to be ac IS subject, if
QO 0] the issuer or business is a designated foreign issuer, and
\s (i) in the case where the issuer's GAAP differs from the accounting

principles used to prepare the acquisition statements, for the most recently completed
financial year and interim period presented, the notes to the acquisition statements:

18
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(A)  describe the material differences between the issuer's GAAP
and the accounting principles used to prepare the acquisition statements that relate to
recognition, measurement and presentation, and

(B) quantify the effect of each difference referred to in clause (A)
and include a tabular reconciliation between profit or loss reported in the acquisitign
statements and profit or loss computed in accordance with the issuer's GAAP; y\

() Canadian GAAP applicable to private enterprises if (19

M)
0] the acquisition statements consolidate any sub®Jtries and
account for significantly influenced investees and joint ventures .u&ng the equity
method,

(i) financial statements for the acquired bug ?or business to be
acquired were not previously prepared in accordance WA ne of the accounting
principles specified in paragraphs (a) to (e) for the perio sented in the acquisition
statements, %

(i)  the acquisition statements are’ggcompanied by a notice stating:

“These financial state@ts are prepared in accordance with
Canadian GAAP applicable to private QTI{h rises, which are Canadian accounting
standards for private enterprises in ParS‘l ovthe Handbook.
A}

The recognﬁi&r{\neasurement and disclosure requirements of
Canadian GAAP applicable to Qr'Vste enterprises differ from those of Canadian GAAP
applicable to publicly acc able enterprises, which are International Financial
Reporting Standards in@ ed into the Handbook.

T ro forma financial statements included in the document
include adjustmep{SlFlating to the [insert “acquired business” or “business to be
acquired” as apficable] and present pro forma information prepared using principles
that are cons@lt with the accounting principles used by the issuer.”;

Q

Q, and
go (iv)  in the case of acquisition statements included in a document filed
an issuer that is not a venture issuer, and is not an IPO venture issuer, for all
ncial years and the most recently completed interim period presented, the notes to

the acquisition statements

(A)  describe the material differences between the issuer's GAAP
and the accounting principles used to prepare the acquisition statements that relate to
recognition, measurement and presentation,
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(B) quantify the effect of each difference referred to in
clause (A), and include a tabular reconciliation between profit or loss reported in the
acquisition statements and profit or loss computed in accordance with the issuer's
GAAP, and

(C) for each difference referred to in clause (A) that relat <@
measurement, disclose and discuss the material inputs or assumptions underl
measurement of the relevant amount computed in accordance with the issuer’
consistent with the disclosure requirements of the issuer's GAAP.

(2)  Acquisition statements must be prepared in accordancemth the same
accounting principles for all periods presented. Q,

(3)  Acquisition statements to which paragraph (1)(a) appl@ t disclose

@) in the case of annual financial statement ?» nreserved statement of
compliance with IFRS, and Sb

(b) in the case of interim financial re'ﬁqrts, an unreserved statement of
compliance with IAS 34.

4) Unless paragraph (1)(a) applies, mzﬁ tes to the acquisition statements must
identify the accounting principles used {o are the acquisition statements.

(5) Despite subsections (1) d'\CZ), if acquisition statements are an operating
statement for an oil and gas RLopPsrty that is an acquired business or business to be
acquired § "

(@) the operat@tatement must include at least the following line items:

(i) QQQS sales;

royalties;
Qg‘{m) production costs;
Q (iv)  operating income;
\ (b) the line items in the operating statement must be prepared using

accounting policies that
0] are permitted by one of Canadian GAAP applicable to publicly

accountable enterprises, IFRS, U.S. GAAP or Canadian GAAP applicable to private
enterprises, and

20
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(i) would apply to those line items if those line items were presented
as part of a complete set of financial statements, and

(c) the operating statement must

0] include the following statement: 7\63

“This operating statement is prepared in accordance 6\-/? the

financial reporting framework specified in subsection 3.11(5) of Regulaf 2-107

respecting Acceptable Accounting Principles and Auditing Standards (bl\ ter V-1.1,
r. 25) for an operating statement.”;

and 0}

(i) describe the accounting policies used@prepare the operating
statement. 5

(6) (paragraph revoked). &O

M.O. 2010-16, s. 3.11; M.O. 2013-04, s. 3. '\(b
3.12. Acceptable Auditing Standards fo‘@quisition Statements
(1)  Acquisition statements that a&b&ﬁuired by securities legislation to be audited

must be accompanied by an auditpr's Yeport and audited in accordance with one of the
following auditing standards:

@) Canadian @v

(b) Internaty
©) U.K(%XOB GAAS;

(d) vS. AICPA GAAS, if the acquired business or business to be acquired is
not an suer;

Standards on Auditing;

g’g auditing standards that meet the foreign disclosure requirements of the

ighated foreign jurisdiction to which the issuer is subject, if the issuer is a designated
eign issuer.

(2)  The auditor's report must,

@) if paragraph (1)(a) or (b) applies, express an unmodified opinion,
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(b) if paragraph (1)(c) or (d) applies, express an unqualified opinion,

(c) unless paragraph (1)(e) applies, identify all financial periods presented for
which the auditor's report applies,

(d) identify the auditing standards used to conduct the audit, 63
(e) identify the accounting principles used or, if subsection 3.11(5) %s
the financial reporting framework used, to prepare the acquisition statements, ess
the auditor's report accompanies acquisition statements prepared in acc ce with

Canadian GAAP applicable to publicly accountable enterprises anb\ dited in
accordance with Canadian GAAS, and

)] if paragraph (1) (a) or (b) applies and subsection § does not,

(1) be in the form specified by the standar erred to in paragraph
(2)(a) or (b), as applicable, for an audit of financial state prepared in accordance
with a fair presentation framework, and

(i) refer to IFRS as the apphcatﬁﬁ\falr presentation framework if the
financial statements are prepared in accordqr\ﬁa with Canadian GAAP applicable to
publicly accountable enterprises. Q

3) Despite paragraphs (2)(a) a , an auditor's report that accompanies
acquisition statements may express K flcatlon of opinion relating to inventory if

document containing the acq I0Nn statements, a statement of financial position for the
acquired business or busineSo be acquired that is for a date that is subsequent to the
date to which the quallfl n relates, and

(b) the ?Qent of financial position referred to in paragraph (a) is
accompanied b auditor's report that does not express a qualification of opinion

relating to cl ventory

M.O. 202#, s. 3.12; M.O. 2013-04, s. 4.

nanC|aI Information for Acquisitions Accounted for by the Issuer Using
uity Method

(@ the issuer mc@he business acquisition report, prospectus or other

(1) If an issuer files, or includes in a prospectus, summarized financial information of
an acquired business or business to be acquired that is, or will be, an investment
accounted for by the issuer using the equity method, the financial information must
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(@) meet the requirements in subsections 3.11(1), (2) and (4) if the term
“acquisition statements” in those subsections is read as “summarized financial
information”,

and

(b)  disclose the presentation currency for the financial information, yaﬁ@
disclose the functional currency if it is different than the presentation currency. Q

(2) If the financial information referred to in subsection (1) is required sgcurities
legislation to be audited or derived from audited financial statements, financial

information must
(@) either ?g

0] meet the requirements in section 3. XN~ the term “acquisition
statements” in that section is read as “summarized financ'% rmation”, or

(i) be derived from financial state Q\} that meet the requirements in
section 3.12 if the term “acquisition statements”’g\t at section is read as “financial
statements from which is derived summarized @cial information”, and

(b) be audited, or derived fron{’t/gncial statements that are audited, by a
person that is authorized to sign an aydito¥s report under the laws of a jurisdiction of
Canada or a foreign jurisdiction, ap&&h&t meets the professional standards of that

jurisdiction. 4

M.O. 2010-16, s. 3.13. \e

3.14. Acceptable Acc@(ing Policies for Pro Forma Financial Statements

(1) An issuer's@. orma financial statements must be prepared using accounting
policies that

@) Cgé permitted by the issuer's GAAP, and

@2 would apply to the information presented in the pro forma financial
sta ts if that information were included in the issuer's financial statements for the
@e period as that of the pro forma financial statements.

(2) Despite subsection (1), if an issuer's financial statements include, or are
accompanied by, a reconciliation to U.S. GAAP, the issuer's pro forma financial
statements for the same period as the issuer's financial statements may be prepared
using accounting policies that
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(@) are permitted by U.S. GAAP, and

(b)  would apply to the information presented in the pro forma financial
statements if that information were included in the reconciliation.

3) Despite subsection (1), if the accounting principles used to prepare an iSSUey's
most recent annual financial statements differ from the accounting principles usepe§@
prepare the issuer's interim financial report for a subsequent period, the iss
prepare a pro forma income statement for the same period as that of its mo?flye
annual financial statements using accounting policies that '\Q N

y
cent

(@) are permitted by the accounting principles that were u to prepare the
issuer's interim financial report, and Q,

statement if that information were included in the issuer's int Inancial report.
M.O. 2010-16, s. 3.14. Sv

3.15. Acceptable Accounting Principles for Fofsign Registrants

Despite paragraph 3.2 (3)(a), ;%B:? statements and interim financial
y

(b)  would apply to the information presented ig@hro forma income

information delivered by a foreign registra be prepared in accordance with

@) IFRS, except that ar&?&\?estments in subsidiaries, jointly controlled
entities and associates must bey acCounted for as specified for separate financial
statements in IAS 27,

(b) U.S. GAAP, eXapt that any investments in subsidiaries, jointly controlled
entities and associate@ust be accounted for as specified for separate financial
statements in IAS 27,@

(c) ac@ ing principles that meet the disclosure requirements of a foreign
regulatory a rty to which the registrant is subject, if it is a foreign registrant
incorporate@ rganized under the laws of that designated foreign jurisdiction.

0. , S. o. .
Mo@ble 3.15

@. Acceptable Auditing Standards for Foreign Registrants
Q) Despite subsection 3.3(1), financial statements referred to in paragraph 2.1(2)(a)

that are delivered by a foreign registrant and required by securities legislation to be
audited may be audited in accordance with
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(@) International Standards on Auditing if the financial statements are
accompanied by

(1) an auditor's report that
(A)  expresses an unmodified opinion,

(B) identifies all financial periods presented for which the @)
has issued the auditor's report,

(C) identifies the auditing standards used to con gthe audit
and the accounting principles used to prepare the financial statement

(D) is prepared in accordance with the s & diting standards
used to conduct the audit, and 6

(i) the predecessor auditor's reports on Emparative periods, if the
foreign registrant has changed its auditor and one or_mo of the comparative periods
presented in the financial statements were audited& predecessor auditor,

(b) U.S. PCAOB GAAS or U.S. AICF@}BAAS if the financial statements are
accompanied by

(1) an auditor's reportgt‘aﬂ/
A}
(A)  expres es’§n unqualified opinion,

B) id V@s all financial periods presented for which the auditor
has issued the auditor's r &

( 3identifies the auditing standards used to conduct the audit
and the accountin iples used to prepare the financial statements, and

(D) is prepared in accordance with the same auditing standards
r@:’g’ h

used to co the audit, and

2 (i) the predecessor auditor's reports on the comparative periods, if the
for&: egistrant has changed its auditor and one or more of the comparative periods

ted in the financial statements were audited by the predecessor auditor, or
(© auditing standards that meet the foreign disclosure requirements of the
designated foreign jurisdiction to which the registrant is subject if

0] it is a foreign registrant incorporated or organized under the laws of
that designated foreign jurisdiction,
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(i) the financial statements are accompanied by an auditor's report
prepared in accordance with the same auditing standards used to conduct the audit,
and

(i)  the auditor's report identifies the accounting principles used 40
prepare the financial statements. y\

(2)  Subparagraph (1)(a)(ii) or (b)(ii) does not apply if the auditor's report desgabed in
subparagraph (1)(a)(i) or (b)(i), as the case may be, refers to the predeceS@ Quditor's
reports on the comparative periods. '\

M.O. 2010-16, s. 3.16. Qﬂ

3.17. Acceptable Accounting Principles for Predecessorgtytements or Primary
Business Statements that are an Operating Statement é

If predecessor statements or primary business §§tements are an operating
statement for an oil and gas property,

(@) the operating statement must inckﬁbat least the following line items:

0] gross sales; (19

(ii) royalties; '\b‘ S

(iii) production@s;

(iv)  operqli come;

(b)  the Iin s in the operating statement must be prepared using
accounting policie

Q/ are permitted by one of:

(A) Canadian GAAP applicable to publicly accountable

enter Q,‘
Q‘@E

@ (B) U.S. GAAP if the issuer is an SEC issuer or an SEC foreign
Jsuer;

(C) IFRS if the issuer is a foreign issuer, and

(i) would apply to those line items if those line items were presented
as part of a complete set of financial statements, and
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(© the operating statement must
0] include the following statement:

“This operating statement is prepared in accordance with the
financial reporting framework specified in section 3.17 of Regulation 52-107 respe %
Acceptable Accounting Principles and Auditing Standards for an operating st @e t
(chapter V-1.1, r. 25).”; ﬁ,

A}
and '\Q
(i) describe the accounting policies used to pr@ the operating

v
N

3.18. Acceptable Auditing Standards for Predeces§> Statements or Primary
Business Statements that are an Operating Sta@t

statement.

M.O. 2013-04, s. 5.

(1) If predecessor statements or primary iness statements are an operating
statement for an oil and gas property that @equired by securities legislation to be
audited, the operating statement must ﬁﬁ companied by an auditor’'s report and
audited in accordance with one of the f%ll‘oﬂ g auditing standards:

(@ Canadian GAAS; 4'\

(b) uU.S. PCAOB@%’H the issuer is an SEC issuer or an SEC foreign
issuer;

(c) Internaty %{andards on Auditing if the issuer is a foreign issuer.
(2)  The audit quort must,
@) fNaragraph 1(a) or (c) applies, express an unmodified opinion,
@ if paragraph 1(b) applies, express an unqualified opinion,

@ (c) identify all financial periods presented for which the auditor's report
plies,

(d) identify the auditing standards used to conduct the audit, and
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(e) identify the financial reporting framework used to prepare the operating
statement.

M.O. 2013-04, s. 5.

PART 4 RULES APPLYING TO FINANCIAL YEARS BEGINNING BEFOREQ'\
JANUARY 1, 2011 (1/

4.1. Definitions and Application \Q"
principles determined with reference to Part V of the Handboo plicable to public

enterprises; “public enterprise” means a public enterprise as@ ed in Part V of the
Handbook.

Q) In this Part: “Canadian GAAP - Part V’ means generally@g‘%{ed accounting

(2) This Part applies to financial statements, fin@hl information, operating
statements and pro forma financial statements for @iods relating to financial years
beginning before January 1, 2011.

Q

4.2. Acceptable Accounting Princi IegLGeneraI Requirements

A}
(2) Financial statements, other th%financial statements delivered by registrants and
acquisition statements, must be pfkoared in accordance with Canadian GAAP — Part V.

M.O. 2010-16, s. 4.1.

(2) Financial statements% interim financial information delivered by a registrant to
the securities regulator thority, must be prepared in accordance with Canadian
GAAP - Part V exc t the financial statements and interim financial information
must be prepared Q‘ on-consolidated basis.

3) Financg’ t&tements must be prepared in accordance with the same accounting

principles f eriods presented in the financial statements.
4) notes to the financial statements must identify the accounting principles used
to e the financial statements.

AN

WO 2010-16, 5. 4.2

4.3. Acceptable Auditing Standards - General Requirements
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Financial statements, other than acquisition statements, that are required by
securities legislation to be audited must be audited in accordance with Canadian GAAS
and be accompanied by an auditor's report that

(@) expresses an unmodified opinion,

(b) identifies all financial periods presented for which the auditor has isqg@
an auditor's report, Q

(© refers to the predecessor auditor's reports on the comparatlvqnqnods if
the issuer or registrant has changed its auditor and one or more of th parative
periods presented in the financial statements were audited by the predkcessor auditor,
and

statements.

(d) identifies the accounting principles used @are the financial

M.O. 2010-16, s. 4.3.

4.4. Acceptable Auditors &O

An auditor's report filed by an iss r delivered by a registrant must be
prepared and signed by a person that is ized to sign an auditor's report under the
laws of a jurisdiction of Canada or a fogeign¥urisdiction, and that meets the professional
standards of that jurisdiction. ,\ 5

M.O. 2010-16, s. 4.4. 4

4.5. Measurement an :: rtlng Currencies
n

(1) The reporting cy must be disclosed on the face page of the financial
statements or iné es to the financial statements unless the financial statements

dance with Canadian GAAP - Part V and the reporting currency is

are prepared in
the Canadia 1.

@‘2010 16, s. 4.5.

Credit Supporters
(2) Unless subsection 4.2(1) applies, if a credit support issuer files, or includes in a

prospectus, financial statements of a credit supporter, the credit supporter's financial
statements must
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(@) be prepared in accordance with the accounting principles and audited in
accordance with the auditing standards that apply under this Regulation if the credit
supporter were to file financial statements referred to in paragraph 2.1(2)(b),

(b) identify the accounting principles used to prepare the financial statemer%

and y\

(c) disclose the reporting currency for the financial statements, and@lgc ose
the measurement currency if it is different than the reporting currency. Q N

(2) If a credit support issuer files, or includes in a prospectus, mary financial
information for the credit supporter or credit support issuer,

(@  the summary financial information must Ov

0] be prepared in accordance with theﬁs nting principles that this
Regulation requires to be used in preparing financial statgrhents if the credit supporter
or credit support issuer, as the case may be, were t financial statements referred to
in paragraph 2.1(2)(b), ’{

(i) identify the accounting@wples used to prepare the summary
financial information, and (1/

(i)  disclose the re rbﬁ@ currency for the financial information, and
disclose the measurement currerEKif I*is different than the reporting currency, and

(b) the amounts gﬁted in the summary financial information must be
derived from financial sta e%s of the credit supporter or credit support issuer that, if
required by securities @slaﬂon to be audited, are audited in accordance with the
auditing standards t @ pply under this Regulation if the credit supporter or credit
support issuer, as{ijhg case may be, were to file financial statements referred to in
paragraph 2.1(2K@).

</
M.O. 2010{6)\(4.6.

4.7. eptable Accounting Principles for SEC Issuers

Despite subsections 4.2(1) and (3), financial statements of an SEC issuer that

filed with or delivered to a securities regulatory authority or, except in Québec,

regulator, other than acquisition statements, may be prepared in accordance with U.S.

GAAP provided that, if the SEC issuer previously filed or included in a prospectus

financial statements prepared in accordance with Canadian GAAP - Part V, the SEC
issuer complies with the following:
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(@) the notes to the first 2 sets of the issuer's annual financial statements after
the change from Canadian GAAP - Part V to U.S. GAAP and the notes to the issuer's
interim financial statements for interim periods during those 2 years

0] explain the material differences between Canadian GAAP - Part V
and U.S. GAAP that relate to recognition, measurement and presentation, 63

(i) guantify the effect of material differences between Canadia Q?P
- Part V and U.S. GAAP that relate to recognition, measurement and pres ion,
including a tabular reconciliation between net income reported in tgm, financial
statements and net income computed in accordance with Canadian GAAP rtVv, and

(i)  provide disclosure consistent with disclosu equwements of
Canadian GAAP - Part V to the extent not already reflected in t cial statements;

(b) financial information for any comparative p that were previously
reported in accordance with Canadian GAAP - Part V are nted

0] as previously reported in accor Wlth Canadian GAAP - Part V,

(i) as restated and presented@cordance with U.S. GAAP, and

(i)  supported by an accom@ying note that

(A) explains @haterlal differences between Canadian GAAP -
Part V and U.S. GAAP that relate ognition, measurement and presentation, and

(B) @h’es the effect of material differences between

Canadian GAAP - Part V,a .S. GAAP that relate to recognition, measurement and
presentation, including%«abular reconciliation between net income as previously
reported in the fin tatements in accordance with Canadian GAAP - Part V and
net income as resiggdand presented in accordance with U.S. GAAP, and

(c) ¢ Ahe SEC issuer has filed financial statements prepared in accordance
with Cana anRGAAP - Part V for one or more interim periods of the current year, those
interim lal statements are restated in accordance with U.S. GAAP and comply
with aphs (a) and (b).

The comparative information specified in subparagraph (1)(b)(i) may be
sented on the face of the balance sheet and statements of income and cash flow or
in the note to the financial statements required by subparagraph (1)(b)(iii).

M.O. 2010-16, s. 4.7.
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4.8. Acceptable Auditing Standards for SEC Issuers

Despite section 4.3, financial statements of an SEC issuer that are filed with or
delivered to the securities regulatory authority or, except in Québec, regulator, other
than acquisition statements, and that are required by securities legislation to be audited,
may be audited in accordance with U.S. PCAOB GAAS if the financial statements gre
accompanied by an auditor's report prepared in accordance with U.S. PCAOB G@

that (19
(@) expresses an unqualified opinion, Q N
(b) identifies all financial periods presented for which the itor has issued

an auditor's report, Q,

(c) refers to the predecessor auditor's reports on t @moarative periods, if
the issuer has changed its auditor and one or more comparative periods
presented in the financial statements were audited by theg cessor auditor, and

(d) identifies the accounting principle&@ed to prepare the financial

statements.
N

M.O. 2010-16, s. 4.8. Q

4.9. Acceptable Accounting Princi&l‘eglf)r Foreign Issuers
A}

Despite subsection 4.2(1), in%cial statements of a foreign issuer that are filed
with or delivered to a securiti ulatory authority or, except in Québec, regulator,
other than acquisition state S, may be prepared in accordance with one of the
following accounting pri @

nc!'g
@) UsS.G T the issuer is an SEC foreign issuer;
() IFR 2

(c) %{ounting principles that meet the disclosure requirements for foreign
private i , as that term is defined for the purposes of the 1934 Act, if

<<O

\% (i) on the last day of the most recently completed financial year the
total number of equity securities of the issuer beneficially owned by residents of Canada
does not exceed 10%, on a fully-diluted basis, of the total number of equity securities of
the issuer, and

0] the issuer is an SEC foreign issuer,
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(i) the financial statements include any reconciliation to U.S. GAAP
required by the SEC,;

(d) accounting principles that meet the foreign disclosure requirements of the
designated foreign jurisdiction to which the issuer is subject, if the issuer is a designated

foreign issuer; c

(e) accounting principles that cover substantially the same core subjec %r
as Canadian GAAP - Part V, including recognition and measurement principlg¢s and
disclosure requirements, if the notes to the financial statements Q N

(1) explain the material differences between Canadiag| GAAP - Part V
and the accounting principles used that relate to recognition, Qeasurement and
presentation,

(i) qguantify the effect of material difference een Canadian GAAP
- Part V and the accounting principles used that relate to nition, measurement and
presentation, including a tabular reconciliation betwee et income reported in the
issuer's financial statements and net income com @. in accordance with Canadian
GAAP - Part V, and

(i)  provide disclosure co@s\ent with Canadian GAAP - Part V
requirements to the extent not already refle'i/ n the financial statements.

M.O. 2010-16, s. 4.9. ,\b"*
4.10. Acceptable Auditing S@“}ards for Foreign Issuers

Despite section 4.
delivered to a securitie
acquisition statemen
the financial state
with the same

identifies the%
in accorda

@2 U.S. PCAOB GAAS, if the auditor's report

ncial statements of a foreign issuer that are filed with or
latory authority or, except in Québec, regulator, other than
t are required by securities legislation to be audited may, if
are accompanied by an auditor's report prepared in accordance
Ifng standards used to conduct the audit and the auditor's report
nting principles used to prepare the financial statements, be audited

% 0] expresses an unqualified opinion,

(i) identifies all financial periods presented for which the auditor has
issued an auditor's report, and
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(i)  refers to the predecessor auditor's reports on the comparative
periods, if the issuer has changed its auditor and one or more of the comparative
periods presented in the financial statements were audited by the predecessor auditor,

(b) International Standards on Auditing, if the auditor's report is accompanied
by a statement by the auditor that 63

(1) describes any material differences in the form and conten '}ie
auditor's report as compared to an auditor's report prepared in accorda with
Canadian GAAS, and Q N

(i) indicates that an auditor's report prepared in .&cordance with
Canadian GAAS would express an unmodified opinion, or

(c) auditing standards that meet the foreign discloa@vrgquirements of the
designated foreign jurisdiction to which the issuer is subject,@e issuer is a designated
foreign issuer. Sv

M.O. 2010-16, s. 4.10. O
4.11. Acceptable Accounting Principles fo@uisition Statements

(1)  Acquisition statements must be prepf/gj in accordance with one of the following
accounting principles: b‘
v A}

(@) Canadian GAAP - Piﬁ

(b)  U.S. GAAP; @?“

(c) IFRS;
(d) %@pnnmples that meet the disclosure requirements for foreign
private issuers, t term is defined for the purposes of the 1934 Act, if

C§/ the issuer or the acquired business or business to be acquired is an
SEC for@n, suer,

& (i) on the last day of the most recently completed financial year the
| humber of equity securities of the SEC foreign issuer beneficially owned by

iIdents of Canada does not exceed 10%, on a fully-diluted basis, of the total number
of equity securities of the SEC foreign issuer, and

(i)  the financial statements include any reconciliation to U.S. GAAP
required by the SEC,;
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(e)  accounting principles that meet the foreign disclosure requirements of the
designated foreign jurisdiction to which the issuer or the acquired business or business
to be acquired is subject, if the issuer or business is a designated foreign issuer;

() accounting principles that cover substantially the same core subject matter
as Canadian GAAP - Part V, including recognition and measurement principles ae%
disclosure requirements. y\

(2)  Acquisition statements must be prepared in accordance with thgl,same
accounting principles for all periods presented. Q N

(3) The notes to the acquisition statements must identify the accQQnting principles
used to prepare the acquisition statements.

4) If acquisition statements are prepared using accoull ?;rinciples that are
different from the issuer's GAAP, the acquisition statem or the most recently
completed financial year and interim period that are evned to be filed must be
reconciled to the issuer's GAAP and the notes to the acquition statements must

(@) explain the material differences béﬁgeen the issuer's GAAP and the
accounting principles used to prepare the uisition statements that relate to
recognition, measurement, and presentationg'\

(b) guantify the effect of ma ria(lkfferences between the issuer's GAAP and
the accounting principles used to p& ite the acquisition statements that relate to
recognition, measurement and prgsentation, including a tabular reconciliation between
net income reported in the gCONisition statements and net income computed in
accordance with the issuer's@t’, and

(© provide di ure consistent with the issuer's GAAP to the extent not
already reflected in t uisition statements.

(5) Despite s%gctions (1) and (4), if the issuer is required to reconcile its financial
n

statements t% dian GAAP - Part V, the acquisition statements for the most recently
completed @ ial year and interim period that are required to be filed must be

@ prepared in accordance with Canadian GAAP - Part V, or

Q (b) reconciled to Canadian GAAP - Part V and the notes to the acquisition

\gtements must

0] explain the material differences between Canadian GAAP - Part V
and the accounting principles used to prepare the acquisition statements that relate to
recognition, measurement, and presentation,
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(i) guantify the effect of material differences between Canadian GAAP
- Part V and the accounting principles used to prepare the acquisition statements that
relate to recognition, measurement and presentation, including a tabular reconciliation
between net income reported in the acquisition statements and net income computed in
accordance with Canadian GAAP - Part V, and

(i)  provide disclosure consistent with disclosure requirement@{?
Canadian GAAP - Part V to the extent not already reflected in the ac L@ti n
statements.

M.O. 2010-16, s. 4.11. \Q"

4

4.12. Acceptable Auditing Standards for Acquisition StatemenQ,

(1)  Acquisition statements that are required by securities, ydlation to be audited
must be audited in accordance with one of the following audi@standards:

(@) Canadian GAAS; 5

O

(© U.S. AICPA GAAS, if the acqu (asiness or business to be acquired is
not an SEC issuer. (1/

(b) U.S. PCAOB GAAS;

(2) Despite subsection (1), acggbhibn statements filed by or included in a
prospectus of a foreign issuer m%e udited in accordance with

€) International ?tﬁ ds on Auditing, if the auditor's report is accompanied
at

by a statement by the a$
0] tbes any material differences in the form and content of the

auditor's report pared to an auditor's report prepared in accordance with
Canadian GAAS{&n

indicates that an auditor's report prepared in accordance with
Canadi S would express an unmodified opinion, or

g’ auditing standards that meet the foreign disclosure requirements of the
ighated foreign jurisdiction to which the issuer is subject, if the issuer is a designated
eign issuer.

(3)  Acquisition statements must be accompanied by an auditor's report prepared in
accordance with the same auditing standards used to conduct the audit and the
auditor's report must identify the accounting principles used to prepare the acquisition
statements.
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(4) If acquisition statements are audited in accordance with paragraph (1)(a), the
auditor's report must express an unmodified opinion.

(5) If acquisition statements are audited in accordance with paragraph (1)(b) or (c),

the auditor's report must express an unqualified opinion. 63
(6) Despite paragraph (2)(a) and subsections (4) and (5) an auditor's rep hat
accompanies acquisition statements may express a qualification of opinion reigig to
inventory if Q N

(@) the issuer includes in the business acquisition report, pm}gectus or other
document containing the acquisition statements, a balance sh the acquired
business or business to be acquired that is for a date that is su ent to the date to
which the qualification relates, and S

(b)  the balance sheet referred to in paragra § is accompanied by an
auditor's report that does not express a qualification op|n|on relating to closing

inventory. &

M.O. 2010-16, s. 4.12.
N

4.13. Financial Information for Acquisd'[l'}gs Accounted for by the Issuer Using
the Equity Method

to the assets, liabilities and res f operations of an acquired business or business to
be acquired that is, or WI| ah investment accounted for by the issuer using the

equity method, the fmanmsl rmation must

(2) If an issuer files, or include g '}prospectus summarized financial information as

@) meet th uirements in section 4.11 if the term “acquisition statements
in that section is r "summarized financial information", and

(b) %{I se the reporting currency for the financial information, and disclose
the measu t currency if it is different than the reporting currency.

(2) & financial information referred to in subsection (1) is for any completed
finan year, the financial information must

\% (@) either

0] meet the requirements in section 4.12 if the term “acquisition
statements” in that section is read as “summarized financial information”, or
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(i) be derived from financial statements that meet the requirements in
section 4.12 if the term “acquisition statements” in that section is read as “financial
statements from which is derived summarized financial information”, and

(b) be audited, or derived from financial statements that are audited, by a
person that is authorized to sign an auditor's report under the laws of a jurisdiction of
Canada or a foreign jurisdiction, and that meets the professional standards of,@

P>

M.O. 2010-16, s. 4.13. Q"

jurisdiction.

4.14. Acceptable Accounting Principles for Pro Forma Financial tements

(2) Pro forma financial statements must be prepared in accoro@e7 with the issuer's
GAAP.

(2) Despite subsection (1), if an issuer's financial state ts have been reconciled
to Canadian GAAP - Part V under subsection 4.7(1) or agraph 4.9(e), the issuer's
pro forma financial statements must be prepared i ordance with, or reconciled to,
Canadian GAAP - Part V. '{

3) Despite subsection (1), if an issuer's gﬁﬂmal statements have been prepared in
accordance with the accounting principl rred to in paragraph 4.9(c) and those
financial statements are reconciled to U.SYGAAP, the pro forma financial statements
may be prepared in accordance Wlth'\b%%oncned to, U.S. GAAP.

M.O. 2010-16, s. 4.14. 4

4.15. Acceptable Acco;n@Principles for Foreign Registrants

(1) Despite subs 4.2(2), and subject to subsection (2), financial statements

delivered by a f registrant may be prepared in accordance with one of the
following accou rinciples:
@) vS. GAAP;

Q~ IFRS;
Q@

(c) accounting principles that meet the disclosure requirements of a foreign
ulatory authority to which the registrant is subject, if it is a foreign registrant
incorporated or organized under the laws of that designated foreign jurisdiction;

(d) accounting principles that cover substantially the same core subject matter
as Canadian GAAP - Part V, including recognition and measurement principles and
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disclosure requirements, if the notes to the financial statements, interim balance sheets,
or interim income statements

(1) explain the material differences between Canadian GAAP - Part V
and the accounting principles used that relate to recognition, measurement and

presentation, 63

(i) guantify the effect of material differences between Canadia @P
- Part V and the accounting principles used that relate to recognition, measuren‘éb, and
presentation, and Q N

(i)  provide disclosure consistent with disclosure .%quirements of
Canadian GAAP - Part V to the extent not already reflected in the f@u ial statements,
interim balance sheets or interim income statements.

delivered by a foreign registrant prepared in accorda h accounting principles

(2) Financial statements, interim balance sheets, anwlm income statements
specified in paragraph (1)(a), (b) or (d) must be prepared a non-consolidated basis.

M.O. 2010-16, s. 4.15.
4.16. Acceptable Auditing Standards for@elgn Registrants

Despite section 4.3, financial stgtements delivered by a foreign registrant that are
required by securities legislation t Audited may, if the financial statements are
accompanied by an auditor's re (r)t'\prepared in accordance with the same auditing
standards used to conduct th it and the auditor's report identifies the accounting
principles used to prepare th e‘Y“nmal statements, be audited in accordance with

(@) U.S. PCA@GAAS or U.S. AICPA GAAS if the auditor's report expresses
an unqualified oplnlo

(b) Int@ ional Standards on Auditing, if the auditor's report is accompanied
by a stateme he auditor that

C‘{ describes any material differences in the form and content of the
audit port as compared to an auditor's report prepared in accordance with
Ca n GAAS, and

\s (i) indicates that an auditor's report prepared in accordance with

Canadian GAAS would express an unmodified opinion, or

(© auditing standards that meet the foreign disclosure requirements of the
designated foreign jurisdiction to which the registrant is subject, if it is a foreign
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registrant incorporated or organized under the laws of that designated foreign
jurisdiction.

M.O. 2010-16, s. 4.16.

PART 5 EXEMPTIONS 63
5.1. Exemptions Q'\
(1)  The regulator, except in Québec, or securities regulatory authority n%grant an
exemption from this Regulation, in whole or in part, subject to such 'GQ itions or
restrictions as may be imposed in the exemption.

(2) Despite subsection (1), in Ontario, only the regulator may g;w exemption.

3) Except in Ontario, an exemption referred to in subsec® ) is granted under the

statute referred to in Appendix B of Regulation ]gs respecting Definitions
(chapter V-1.1, r. 3) opposite the name of the local jurisdic{on.

M.O. 2010-16, s. 5.1. &
5.2. Certain Exemptions Evidenced by @Elpt

(1)  Subject to subsections (2) an (?f)l,/without limiting the manner in which an
exemption may be evidenced, an % \btion from this Regulation as it pertains to
financial statements or auditor's rgport® included in a prospectus, may be evidenced by
the issuance of a receipt for the$~ pectus or an amendment to the prospectus.
(2) A person must ng @on a receipt as evidence of an exemption unless the
person

(@) sent securities regulatory authority or, except in Québec, regulator,
on or before the% the preliminary prospectus or the amendment to the preliminary
prospectus pectus was filed, a letter or memorandum describing the matters

relating to they¥xemption application, and indicating why consideration should be given
to the gr of the exemption, or

gz sent to the securities regulatory authority or, except in Québec, regulator,
Ietter or memorandum referred to in paragraph (a) after the date of the preliminary

spectus or the amendment to the preliminary prospectus or prospectus has been
filed and receives a written acknowledgement from the securities regulatory authority or,
except in Québec, regulator, that issuance of the receipt is evidence that the exemption
is granted.
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(3) A person must not rely on a receipt as evidence of an exemption if the securities
regulatory authority or, except in Québec, regulator, has before, or concurrently with,
the issuance of the receipt for the prospectus, sent notice to the person that the
issuance of a receipt does not evidence the granting of the exemption.

4) For the purpose of this section, a reference to a prospectus does not includ%%
preliminary prospectus. y\

M.O. 2010-16, s. 5.2. (19

A}
5.3.  Financial Years ending between December 21 and 31, 2010 '\Q

Despite subsections 3.1(2) and 4.1(2), Part 3 may be appk an issuer or
registrant to all financial statements, financial information, operazi atements and pro

forma financial statements for periods relating to a financi:: that begins before

January 1, 2011 if the immediately preceding financial ends no earlier than
December 21, 2010. 5}

M.O. 2010-16, s. 5.3.
<O

5.4. Rate-Regulated Activities '\(b

(2) Despite subsections 3.1(2) and 4.1&19

@) Part 3 may be applie kb‘é‘ qualifying entity to all financial statements,
financial information, operating stgtements and pro forma financial statements as if the
expression "January 1, 2011" ir$~ ection 3.1(2) were read as “January 1, 2012”, and

must be applied as if t pression "January 1, 2011" in subsection 4.1(2) were read

(b) if the qualifyg'n@llty relies on paragraph (a) in respect of a period, Part 4
as “January 1, 2012”.0

(2) For the pdggoses of subsection (1), a “qualifying entity” means a person that

(@) S%? activities subject to rate regulation, as defined in Part V of the

Handbo d

Q% is permitted under Canadian GAAP to apply Part V of the Handbook.

\@). 2010-16, s. 5.4.
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PART 6 REPEAL, TRANSITION AND EFFECTIVE DATE
6.1. Repeal

This Regulation replaces Regulation 52-107 respecting Acceptable Accounting
Principles, Auditing Standards and Reporting Currency (M.O. 2005-08, 05-05-19). 63

P

6.2. Effective Date N
N

(Omitted). 4
M.O. 2010-16, s. 6.2. 2

?\
N

A person that has obtained an exemption fromglatlon 52-107 respecting
Acceptable Accounting Principles, Auditing Stand nd Reporting Currency (M.O.
2005-08, 05-05-19), in whole or in part, is e t from any substantially similar
provision of this Regulation to the same extentf&yd on the same conditions, if any, as

contained in the exemption, unless th(ra’mrgﬁh or, except in Québec, or securities

M.O. 2010-16, s. 6.1.

6.3. Existing Exemptions

regulatory authority has revoked that exe

M.O. 2010-16, s. 6.3. ,\b&’*
Decision 2010-PDG-0215, 2

Bulletin de I'Autorité: 201Q- VoI 7 n° 50
M.O. 2010-16, 2010 G 3899
AMENDMENTS

Decision 2018~ &3 0052, 2013-04-03

Bulletin de rité: 2013-05-09, Vol. 10 n° 17
M.O. 20 , 2013 G.O. 2, 1152

O
<
\J
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