REGULATION IN FORCE FROM JUNE 4, 1987 TO JUNE 8, 1988

In force on June 4, 1987
Administrative version

SECURITIES REGULATION

Errata, 1985 G.O. 2, 1121

Securities Act Q)(b
N

(chapter V-1.1, r. 50)

TITLE | Q)"

GENERAL PROVISIONS

1. In this Regulation, unless otherwise indicated by the context @(ollowing mean:
“generally accepted auditing standards”, “generally)accepted accounting

principles”, and *“auditor's report”. the auditing standar ccounting principles or

standards and the report prescribed by the Handboo®\oI"the Canadian Institute of

Chartered Accountants; /\

“trading intended to fix or stabilize the mar% ice of a security”: a transaction or
a bid intended to prevent or delay a decline in tm\ arket price of a security.

0.C. 660-83, s. 1. -

contracts and stock indices futur racts are forms of investment subject to Titles V
to VIl and IX to XI of the Act, tatis mutandis. The Commission is empowered to
decide on the changes to_bW\made for the application of those provisions to futures
contracts.

0O.C. 1758-84, s. 1QQ.

1.2. Persons@ady registered with the Commission do not have to register again to
trade futures@w acts on behalf of clients.

0.C.1 -%4, s. 1.

1Q. MAn intermediary who trades in a futures contract for the account of a client shall
him before the first trade, in lieu of the document prescribed by section 167 of the
XCt, the information document prescribed by policy statement.

1.1. Commodities futures contr ﬁ\%ancial futures contracts, currencies futures
QSS?O t

0O.C. 1758-84, s. 1.

1.4. Trades in a futures market may only be affected in contracts appearing on a
schedule determined by the Commission. This schedule includes contracts approved by
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REGULATION IN FORCE FROM JUNE 4, 1987 TO JUNE 8, 1988

the Commission or, in the case of exchanges located in another Canadian province or in
the United States, approved by the regulatory body designated by the Commission.

The Commission may strike a contract off the schedule.
0.C. 1758-84, s. 1.

1.5. The rule prescribed in section 1.4 ds not apply to a hedger, that is, a persq
usually carries on a professional activity which exposes him to a risk attend @lpon
fluctuations in price and who offsets that risk through trading on markets whereNrading
of futures contracts is of a nature to protect him against that particular risk.q) N

0.C. 1758-84, s. 1. Q/

1.6. A person who trades in futures contracts solely for thetgcgount of hedgers is
exempted from registration as a dealer with the Commission to%rry on business as an
intermediary in the trading of futures contracts, under the fo@ing conditions:

(1) the person is an associate member of tb«Montréal Exchange,;

(2)  the person is subject to the by-Ia\/\@%% rules of the Montréal Exchange
concerning futures contracts; '\

(3) the person responsible orbﬁa trading of the contracts meets the
gualification requirements of the Monté xchange.

O.C. 175884, s. 1. 0

1.7. A limited partnershig’s\ynit is a form of investment to which the Act applies, the
same as the other forms stment enumerated in section 1 of the Act.

0.C. 1263-85, s. 1QQ.

2. Where a@suer is incorporated under a statute enacted by a legislative authority
outside CangdgY the generally accepted accounting principles, auditor's report and
generally ted auditing standards may be, at the issuer's option, those prescribed
by tha te or those that an agency or a professional association comparable to the
Carq Institute of Chartered Accountants recommends. The issuer must indicate his
ortiodvin the notes to the financial statements.

\ In the case of a prospectus, such derogation is permitted only with the
authorization of the Commission and on the terms that it sets.

0O.C. 660-83, s. 2; Errata, 1985 G.0O. 2, 1121.
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3. For the purpose of the Act and the Regulation, any of the following securities is
acceptable as “gilt- edged security”:

(1)  debt securities secured by one of the following:

(@) afirst mortgage or a lien on an immovable;

(b) the pledge of equipment, in the case of a company Whic@
regularly paid in full the interest on these securities during the last 5 years; '\

(© the pledge of gilt-edged securities or of securities Qtioned in
paragraph 1 of section 3 of the Act or in paragraphs 1 or 2 of section 4@ Act;

(2) debt securities issued or guaranteed:

(@) either by a company whose common, restri&d or preferred shares
are considered gilt-edged securities;

(b) or by a company which has r;&l:zed, during the last 5 years,
accumulated earnings representing at least 10 tim interest on all indebtedness of
or guaranteed by the company, other than indebt s classified as a current liability;

3) preferred shares issued: b‘ .

(@) either by a com @Nhich has paid, during the last 5 years, the
specified dividend on all its preferr % es;

(b) or by a cgany whose common or restricted shares are
considered gilt-edged secuyit

(4) commo tricted shares listed on a stock exchange recognized by the
Commission for th se of this section and issued by a company which, during its
last 5 years, has™aid or had earnings available to pay, after deducting preferred
dividends, a;%&wd equal to not less than 4% of the average value of these shares as

shown in the(cagfal stock account.
¥S section, the term “year” means a normal accounting period of 12 months,
cessary adjustments must be made in the case of a company that has an
aiso ting period longer or shorter than 12 months.
\ In the case of a company resulting from a merger or of a parent company which
owns an interest of more than 50% in another company, the financial criteria must be
applied on the basis of consolidated accounts.

0.C. 660-83, s. 3; O.C. 1263-85, s. 2.
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4. The following issuers are exempted from drawing up financial statements in
accordance with generally acceptable accounting principles and with the provisions of
the present regulation:

(1) a bank governed by the Bank Act (S.C. 1980-81-82, c. 40) or the Québec
Savings Banks Act (R.S.C. 1970. c. B-4);

(2) a life insurance company that holds a permit issued under the Insu@
Act (chapter A-32). '\q

This exemption applies to the extent that the financial statements agggdrawn up in
accordance with the provisions of the statute incorporating the issuer. @

0.C. 660-83, s. 4; O.C. 1263-85, s. 3. é

5. The documents prescribed by the Schedules to this R&ulation must present
clearly the information, by gathering the elements under i @ ppropriate headings and
subheadings, and by using tables to simplify the present

0O.C. 660-83, s. 5. Q;\

6. The Commission may designate the Itenﬁ\' the Schedules that must be omitted
where it considers that the disclosure preses‘ed might mislead investors.

0O.C. 660-83, s. 6.

7. The Commission may re e presentation in the prospectus of information
not prescribed in the Schedules re it considers that the type of investment proposed
requires it.

0.C. 660-83, s. 7. O

8. The order o@e Items in the Schedules is not obligatory.

0.C. 660-83(s.
9. a t necessary to refer to an Item in the Schedules that does not apply, or to
rep rmatlon that is prescribed under more than one heading.

éeeoss 5. 9.
\

Where the Schedules prescribe tables, the essential elements of the presentation
must be complied with.

0O.C. 660-83, s. 10; Errata, 1985 G.O. 2, 1121.
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11. The information prescribed by the Schedules may be presented in summary
form, provided there is no misrepresentation.

0O.C. 660-83, s. 11.

12. The Commission may permit the information prescribed by an Item in the
Schedules to be omitted where it considers such information to be of no value. (b

0.C. 660-83, s. 12.
N

13.  Sections 2, 16, 18, 23, 27, 29 to 33, 37 to 39, 42, 43, 50, 53, 54, 58¢yn .62, 66, 67,
69, 77 to 84, 88, 89, and paragraphs 1 to 3 of section 93 also applyo reliminary
prospectus.

0O.C. 660-83, s. 13. é
5}5

14. A recognized organization must file, at the time it @ the financial statements
prescribed by section 184 of the Act, the following inform@&{oIT as at the date of filing:

1. a list of its senior executives Q;\
2. a list of its members

0.C. 660-83, s. 14. -

TITLE I ez

DISTRIBUTION OF SECURITI THE PUBLIC

CHAPTER | @

PROSPECTUS O

DIVISION | %2
IS

GENERAL PR NS

est for a receipt shall be made by the filing of a preliminary prospectus
oradr oSpectus as well as the documents prescribed by this regulation.

60-83, s. 15; Errata, 1985 G.O. 2, 1121.
\g The prospectus must set forth the information prescribed in Schedule 1 or, in the
case of the units of an unincorporated mutual fund or shares of an incorporated mutual

fund, in Schedule II.

0O.C. 660-83, s. 16.
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17. A prospectus filed solely to enable an issuer to become a reporting issuer in
accordance with section 68 of the Act must contain the information prescribed in
Schedule I, mutatis mutandis.

0.C. 660-83, s. 17.

18. The prospectus must set forth the information prescribed in Schedule Il in ﬁ
case of securities of an issuer distributed through a stock exchange recognized fo%

purpose by the Commission. '\

0O.C. 660-83, s. 18. Q)”

19. The Commission may refuse to issue a receipt for a ectus more
than 75 days after the date that a receipt was issued for the preli prospectus, or

the filing of a draft prospectus, where the time limit has bee eeded through the
failure to act of the person applying for the receipt. S

0O.C. 660-83, s. 19. &O

20.  Where a distribution is made by a person W@ not registered as prescribed by
section 148 of the Act, the Commission may refu@ iIssue a receipt for the prospectus
until the person is registered as a dealer.

0.C. 660-83, s. 320. -

21. The Commission may refu ? ssue its receipt if the issuer has not met the
obligations of disclosure prescri @ the laws in the place where it is incorporated.

O.C. 660-83, s. 21. @

22. The Commissi also refuse to issue its receipt in the case of a distribution
that does not comp Qmany of the following rules:

(1) i case of a firm underwriting, the dealer must undertake to take
delivery of t urities or to withdraw the distribution within 6 weeks from the issuance
of a recei he prospectus;

% in the case of a best efforts underwriting containing a minimum sum to be
raise® the proceeds of the distribution must be deposited with a person acceptable to

ommission who undertakes to remit them to the subscribers if the minimum is not
ached;

(3) in the case of a best efforts underwriting containing a minimum sum to be
raised, this minimum must be raised within the maximum delay of 60 days after the
issuance of a receipt for the prospectus, unless the Commission authorizes an
extension and the consent of the subscribers thereto is obtained.
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The rule prescribed in paragraph 2 does not apply when the distribution is
made by a dealer with an unrestricted practice which is a member of a self-regulatory
organization recognized by the Commission and is not an introducing broker, on the
condition that a register be kept containing the date of the subscription, the name and
account number or address of each subscriber and the number of securities subscribed.

0O.C. 660-83, s. 22; O.C. 1263-85, s. 4. %b

23.  Where any of the rules prescribed in section-22 applies, it must be so Q&ted on
the first page of the prospectus. N

0.C. 660-83, s. 23. E@

24. The Commission may refuse to issue a receipt for a prosgeids filed by an issuer
who intends to carry out the distribution himself in the following cgees:

(1) the issuer does not have its head office in Q(@ C;

(2)  aremuneration is paid to senior exec@s or to employees as a result of

the distribution.
,\Q

0O.C. 660-83, s. 24. b“’
25. In the case of a distribution by the issuer himself, the receipting of the
prospectus is subject to the followi ditions:

(1) theissuer files a p@ inary prospectus with the Commission;

(2) theissuer f} o later than at the time it files a preliminary prospectus, its
request for registratio issuer-distributor in accordance with section 192;

3) the isQer files, at the time of the filing of the final prospectus, a list of the
subscribers sol@d in accordance with subsection 3 of section 21 of the Act;

(4)?5% issuer files, when the distribution has been completed, a list of the
subscr@ indicating the name and address of each subscriber and the number of
sec subscribed;

\B (5) the senior executives of the issuer and their associates may not subscribe
sec

urities that form part of the distribution, except to the extent that a declaration of
that fact is made in the prospectus.
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In the case set out in paragraph 2, the Commission grants a conditional
registration as a security issuer. The issuer must obtain his registration prior to the issue
of a receipt for the prospectus.

0.C. 660-83, s. 25; O.C. 697-87, s. 1.

to vote or having restricted rights to vote, or securities convertible into shares

26. When an issuer distributes shares, other than preferred shares, not having 3@
kind, it must agree to give to all of the eventual holders of the securities offered

e of

all general, ordinary or special meetings of shareholders. '\

5.C. 66063, 5. 26. rol

27. A prospectus dealing with debt securities issued by a finar@wpany, without a
trust deed, must state that fact on the first page. 5

0.C. 660-83, s. 27. O

28. The Commission may refuse to issue its receuxwhere the registrar and transfer
agents are not acceptable to the Commission. Q)

In addition, the issuer must agree noN replace such persons without the
consent of the Commission. b‘ .

0.C. 660-83, s. 28.

29.  The prospectus must cont F: e following notice:

to withdraw from an agr t to purchase the securities within 2 business days after
receipt of this prospe d any amendment, as well as remedies for rescission or, in
certain provinces, es where the prospectus contains a misrepresentation or is not
delivered to the, pchaser, provided that such remedies for rescission damages are
exercised by t@lrchaser within the time limit prescribed- by the securities legislation
of his provinge.yMe purchaser should refer to any applicable provisions of the securities
legislatio Is province for the particulars of these rights or consult with a legal

advisoo

E “When a distribution takes place only in Québec, the previous notice is replaced

“Securities Iegislatio§ gcertaln of the provinces provide purchasers with the right

e following:

“The Securities Act (Québec) provides purchasers who have not received the
preliminary prospectus with the right to withdraw from an agreement to purchase the
securities within 2 business. days after receipt of this prospectus, as well as remedies
for rescission, price revision or damages where the prospectus contains a
misrepresentation or is not delivered to the purchaser, provided that such remedies for
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rescission or damages are exercised by the purchaser within the time limit prescribed by
the Act. The purchaser should refer to the applicable provisions of the Act for the
particulars of these rights or consult with a legal advisor.”.”

In the case of a contractual plan, the prospectus must contain the notice
prescribed by Schedule 1.

0O.C. 660-83, s. 29; Errata, 1985 G.O. 2, 1121, O.C. 1263-85, s. 5; O.C. 697-87, s, ng

30. The following warning must appear on the first page of the prospectus: '\

upon the merits of the securities offered hereunder and any re tation to the

contrary is an offence.” 0

0O.C. 660-83, s. 30.

)
“No securities- commission or similar authority in Canada has in?:ngalay passed

30.1. When a firm underwriting agreement contains a nﬁ@ out clause, a statement,
as set out in the following example, must appear on tb\first page of the prospectus:

“The firm underwriter conditionally off@%e securities described in this
prospectus subject to prior sale, if, as and Wh:!?\i sued by the company and accepted
by us in accordance with the conditiong contained in the underwriting agreement
referred to under Plan of Distribution on a&‘ and subject to the approval of all
legal matters by the lawyers of the co y and of the underwriter.”

This rule applies, mutatis @ dis, to a firm purchase agreement.
0.C. 1263-85, s. 6; O.C. 6@, S. 3.

30.2. When securitie @distributed only in Québec, the following warning regarding
the scope of the di Q‘n'bn must appear on the first page of the prospectus:

“The se@es offered by the present prospectus are offered only in Québec;
they may beflayNlly offered for sale only by persons registered with la Commission des
valeurs iI¥res du Québec.”

en securities are distributed in more than one province, the previous notice is

reQladed by the following:
\ “This prospectus constitutes a public offering of these securities only in those
jurisdictions where they may be lawfully offered for sale and, therein only by persons

permitted to sell such securities.”

0.C. 697-87, s. 3.
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31. The date of the prospectus must appear on the first page. In the case of an
incorporated or unincorporated mutual fund, the date may be expressed in figures or in
a code inasmuch as the meaning of the code is filed with the Commission.

0.C. 660-83, s. 31; O.C. 1263-85, s. 7.
32. The prospectus must contain the following certificate:

“This prospectus does not contain any misrepresentation likely to affect ;@a(g?ue
or the market price of the securities to be distributed.”

person who holds a similar position, by the chief financial officer, and ther persons
selected from the directors and authorized for that purpose. Wher: licable, it is also

)
The certificate must be signed by the chief executive officer of tg igaer, or by a

signed by the promoter or by his agent, when the Commission horizes.

The Commission may authorize the replacement of signature of an officer by
that of another officer.

0O.C. 660-83, s. 32; Errata, 1985 G.O. 2, 1121. Q;\

33.  The prospectus referred to in section 17 M contain the following certificate:

“This prospectus contains no mi rehﬁgentation likely to affect the value or the
market price of the securities already @d

The provisions of the see@ nd third paragraphs of section 32 apply to this

section. 5
0O.C. 660-83, s. 33. O®

34 Where the | has fewer than 4 senior executives, they must all sign the
certificate.

0.C. 660-83@%
35.%@%ommission may require, on the conditions that it sets, the signing of the

certj by a person who, during the 2 preceding years, acted as promoter for the

ISQUE
§.C. 660-83, s. 35.

36. In the case of a firm underwriting, the lead underwriter must file with the
Commission, within 30 days after the issue of the receipt for the prospectus, the list of
the members of the banking group syndicate, indicating the percentage of the issue
allocated to each.
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The banking group syndicate means the group of dealers who, after the firm
underwriting, divide the issue between them for the distribution.

0.C. 660-83, s. 36; O.C. 1263-85, s. 8.

37. Inthe case of a distribution made by a dealer other than the issuer-distributor, db
prospectus must contain at the end the following certificate, signed by the dealer:

“To our knowledge, this prospectus does not contain any misrepresentaﬁbn likely
to affect the value or the market price of the securities to be distributed.” Q) N

The Commission may authorize the dealer to sign the cﬁlﬁ through an
d

agent. Where there is more than one underwriter, it may be by the lead
underwriter only. 50
0.C. 660-83, s. 37. O

37.1. With regard to executive officers’ remunerat'w&, the information prescribed by
various schedules may be substituted by a mor ailed information, presented in
accordance with the requirements of foreign rule gnized by the Commission.

0.C. 1263-85, s. 9. b“‘

37.2. When a distribution is made p @nt to an exemption, any disclosure document
delivered to subscribers, even if document is not required by the Act or the
Regulations, must be filed witho@ ay with the Commission, unless it has previously
been filed. N

0.C. 697-87, s. 4. O®
DIVISION I 2

FINANCIAL S'I@ ENTS

38. The gkogpectus must set forth, except in the case of an unincorporated mutual
fund or a rporated mutual fund, the most recent financial statements namely:

g. either the audited statements as at a date not more than 120 days before
tha date of the issuance of a receipt for the preliminary prospectus or of the filing of the
prospectus;

(2)  or unaudited statements as at a date not more than 90 days before the
date of the issuance of a receipt for the preliminary prospectus or the filing of the draft
prospectus, only in the case where the closing of the last financial year was more
than 120 days, but less than one year, before th at date.
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Unaudited statements must be accompanied by an audited balance sheet, drawn
up at the end of the last financial year.

0O.C. 660-83, s. 38; Errata, 1985 G.O. 2, 1121.

39. The following statements must be set forth in the prospectus, except in the case
of an unincorporated mutual fund or an incorporated mutual fund: ng
ere

(1) an income statement for each of the last 5 financial years, and,
available, for the current financial year as at the date of the most recent statemems

)
(2) a statement of retained earnings for each of the perio s%gntioned in
subparagraph 1,

3) a statement of changes in financial position, or '\'@astment constitutes
the issuer's principal activity, the statement of changes in net ssets for each of the
periods mentioned in subparagraph 1;

(4) the most recent balance sheet and th%orresponding balance sheet for
the preceding financial year. Q)

If the date of the most recent balance slf&e does not correspond with the end of
the financial year, it may be presented eiti& with the corresponding balance sheet for
the preceding year, even if it is not augite#or with the audited balance sheets at the
end of the last 2 financial years. é

0O.C. 660-83, s. 39. e
5\5

40. In the case of an in\Qrporated or unincorporated mutual fund, the following
audited financial statem st be presented in the prospectus:

1) the b&g? sheet and the statement of investment portfolio as at the end
ar;

stateme anges in net assets for the last financial year.

of the last finar%
(2) Stﬁ’é Income statement, the statement of portfolio transactions and the
&Qse statements must contain the information prescribed by Division IV of

Ci:qa r | of Title IlI.

\ The statement of portfolio transactions may be replaced by the semi-annual
statements of portfolio transactions. Notwithstanding the rule prescribed in the first
paragraph, the statement of portfolio transactions may not be audited.
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The Commission may, upon request or on its own initiative, change the dates or
the periods for which the statements are drawn up.

0O.C. 660-83, s. 40; O.C. 1263-85, s. 10.

41. A note to the financial statements prescribed by section 40 must indicate for each

of the last 5 financial years: (b
O
N

(2) the net value per share at the end of the financial year,

(2) the distribution per share from;

Q) a

€) investment income; é@
(b) realized gains; 50

3) the management expense ratio expressed as@ercentage of average net

assets.

To calculate the management expense rat'Qé\he remuneration and any other
expenses paid or payable to the manager by % nd must be included. The other
expenses do not include commissions on portfoho, ansactions or taxes.

0.C. 660-83, s. 41. D
the financial year must also pregery the income statement, the statement of retained

earnings and the statement of ¢
of the last financial year.

42. A prospectus in which the : cent financial statements deal with only part of

ges in financial position for the corresponding period
It is not necess t these statements be audited.

guarante o principal and interest, must also present the financial statements of the
guarar@ accordance with the requirements of section 39.

o—‘%m s. 43,
:

0.C. 660-83, s%Z(Q
43. A@ us relating to an issue of debt securities, repayment of which is
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44. The Commission may require or permit the presentation in the prospectus of a
pro forma balance sheet of the issuer and of all its subsidiaries which takes into account
the issuing, redemption or cancellation of securities of the issuer, or any other
transaction it may require. The balance sheet must be dated as at the date of the most
recent financial statement of the issuer.

0O.C. 660-83, s. 44. (b

45. If all or part of the proceeds of the distribution is intended to fin&% he
acquisition of a business by means of a transaction affecting the assets or the res of
the business, the Commission may require or permit the presentation in t ospectus
of:

provisions of subparagraphs 1 to 3 of section 39 and section nd its most recent

(1) the financial statements of the business acquired, i @rdance with the
balance sheet; :;:

(2)  apro forma balance sheet combining the a@; and liabilities of the issuer
and the business acquired as at the date of the issuep’\most recent balance sheet.

0.C. 660-83, . 45. q‘b
N

require, for the year preceding that of the St recent balance sheet of the issuer, or
may permit, for each of the 5 ye eceding that date, the presentation in the

prospectus of pro forma statement ining:

46. Where the Commission considers W information useful to investors, it may

(1) the income statemeNtof the issuer and those of the business acquired;

(2)  the statem %hanges in the financial position of the issuer and that of
the business acquired

0.C. 660-83, sé

47.  The répgY of the auditor on the pro forma financial statements prescribed in
paragrap section 45 and section 46 may deal only with the way in which those
statem ere drawn up.

O§. %60-83, S. 47.

In the case of the financial statements of an issuer referred to in section 2, the
supplementary notes explain the significant differences from generally accepted
accounting principles and give an assessment in figures of their effect.

0O.C. 660-83, s. 48.
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49. A prospectus relating to an issue of debt securities having a term to maturity in
excess of one year or to an issue of preferred shares, must contain information
concerning asset coverage and earning coverage unless exempted by the Commission.

0O.C. 660-83, s. 49.

with the Policy Statements of the Commission, and must be accompanied wit
accountant's comments. '\q

During the period of the distribution, the issuer or the dealer sh Qt publish
other forecasts, in full or in summary form, than those contained in t pectus, in
the offering notice or offering memorandum prescribed by the Act or egulation, or
in the document authorized by the Commission for use in lieu of a

50. Financial forecasts included in the prospectus must be prepared in accord@

0O.C. 660-83, s. 50; O.C. 1263-85, s. 11. 5

51. The Commission may require that the financial e;ents of a subsidiary of the
issuer be presented separately in the prospectus, whdther they are consolidated or not
with those of the issuer in the prospectus. Q)

When the auditor’s report on the finanM Statements of a subsidiary contains
gualifications, the report and the financial s ements must be filed with the Commission.

0.C. 660-83, s. 51.

52.  The Commission may\@ﬁ the presentation in the prospectus of

unconsolidated financial stateme as additional information.
O.C. 660-83, s. 52.

53. Where the | % is a legal person, its financial statements presented in a
prospectus must b&submitted before their approval by the board of directors for review
to the audit cor@tee of the board of directors, where it has such a committee.

Th?&oval of the board of directors is evidenced by the manual signature of 2
directo@ horized for that purpose.

05.%60-83, s. 53; Errata, 1985 G.O. 2, 1121.

In the case where a prospectus contains unaudited financial statements, the
issuer must send to the Commission advice from the auditor, drawn up in accordance
with the recommendations of the Handbook of the Canadian Institute of Chartered
Accountants, or such advice as the Commission may require.

0.C. 660-83, s. 54.
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55. A preliminary prospectus or draft prospectus that does not contain an auditor's
report must be filed with the Commission with a letter from the auditor stating that he
has no reason to believe that the financial statements included in the prospectus which
he is auditing contain any misrepresentation.

0.C. 660-83, s. 55. (b

56.  An auditor who has not progressed sufficiently in his examination of the'@s to
make the declaration prescribed in section 55 may replace it by app™priate
observations, subject to their acceptance by the Commission. - N

0O.C. 660-83, s. 56. @

57. The Commission may grant a derogation from the timeMQips prescribed in this
Division and may permit the omission from the prospectus of financial statements
required by this Division. &

0.C. 660-83, s. 57.
3

DIVISION il O
THE SIMPLIFIED PROSPECTUS

“
58. The simplified prospectus tb;%resent the information prescribed by
Schedule IV. n@

A reporting issuer that m e@he conditions prescribed by section 18 of the Act is
only required to present the jnfQQnation indicated in Part A inasmuch as it also meets
the conditions prescribed t@ragraphs 1 and 2 of section 160 or section 161 or 162 of
the Regulation; otherwis@ ust also present the information required by Part B.

0O.C. 660-83, s. SBQQ. .1263-85, s. 12.
59. Thesi @ed prospectus must contain the following statement on the first page:
“TIQ-simplified prospectus contains information to be completed by consulting

the pe@nent information record. A copy of the permanent information record may be
obt rom your dealer of from the issuer at the following address: ”

\éé 660-83, s. 59.

59.1. The simplified prospectus contains the following statement in bold type:

“The disclosure documents listed hereinafter and filed with La Commission des
valeurs mobilieres du Québec (or where the distribution is made in Québec and
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elsewhere in Canada: “with the competent authorities”) are an integral part of the
simplified prospectus:

(1) the annual financial statements and auditor’s report for the financial year
ended contained in the annual report;

(2)  the annual information form (Schedule IX) filed since the end of db
financial year mentioned in 1;

(3) the quarterly financial statements filed since the end of the finark?al year
mentioned in 1; Q) N

(4) the proxy circular filed since the end of the financial yea ioned in 1;

(5) the notices of material changes filed since the the financial year
mentioned in 1 (give the date of each filing);

(6) the information included in the annu Qort in accordance with
sections 160 to 162 (indicate the subject the informatigt refers to);

(7)  any other document added to the @anent information record that the
issuer wishes to incorporate in the simplified pfbe ectus or which replaces a document
mentioned in paragraphs 1 to 4 (identify thﬁo‘t‘:ument and give the date of filing).

The disclosure documents, pr
between the date of the simplified
also form an integral part of the s

0.C. 1263-85, s. 14. &5

60. Itis not necess present financial statements in a simplified prospectus.

jped by chapter Il of Title Il of the Act, filed
ctus and the date of the end of the distribution
Med prospectus.

which have no been filed with the Commission, they shall be filed concurrently with
the simplifie spectus. Furthermore, the issuer must then issue a press release
setting fo highlights of those financial statements.

O.Cé%& s. 60; O.C. 1263-65, s. 15.

\@é A simplified prospectus must contain the following certificate:

If the bo%rde irectors of the issuer has approved annual financial statements

“This simplified prospectus, as supplemented by the permanent information
record, contains no misrepresentation that is likely to affect the value or the market price
of the securities to be distributed.”
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The provisions of the second and third paragraphs of section 32 and section 34
apply to this section.

0O.C. 660-83, s. 61.
62. Inthe case of a distribution made by a dealer other than the issuer-distributor, the
simplified prospectus must contain, at the end, the following certificate, signed by da
dealer:

“To our knowledge, this simplified prospectus as supplemented by the p&nanent
information record contains no misrepresentation that is likely to affect th%a{ue or the
market price of the securities to be distributed.”

The provisions of the second paragraph of section 37 alsbﬁy to the present
section.

0.C. 660-83, s. 62.
&O

DIVISION 1.1 /\
THE SHELF PROSPECTUS Q)

N

)
62.1. The reporting issuer which has ;’Ieobé permanent information record, if it fulfills

0.C. 1263-85, s. 16.

the conditions prescribed by sectio , 161 or 162, may avalil itself of the shelf
prospectus system prescribed by s 24.1 of the Act.

shares is determined by w policy statement.

0.C. 1263-85, s. 16. Q_

62.2. The Co on determines through a policy statement the securities that may
be the subjec&&helf prospectus.

OC 126 ,S 16.

With respect to the coSditbns prescribed by section 160, the value of outstanding

g?e shelf prospectus must present the information prescribed by Part A of
%e le IV, mutatis mutandis.
.C. 1263-85, s. 16.
62.4. The provision prescribed by section 19 does not apply to the shelf prospectus.

However, in order to comply with the comments expressed by the Commission,
the issuer must make the necessary amendments within the next 75 days following the
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filing of the shelf prospectus. If the issuer does not meet this time limit, he may not avail
himself of the shelf prospectus system.

If the case arises, the amended shelf prospectus is sent to persons who have
received the initial shelf prospectus.

0.C. 1263-85, s. 16.

62.5. The shelf prospectus must show on the front page the maximum a?‘u\@(por
number of securities that are proposed to be distributed.

- )
0.C. 1263-85, s. 16. Q)

62.6. The shelf prospectus may, in addition to the information th ﬁsion of which is
prescribed by section 75, omit the name of the lead underwrite of the members of
the firm underwriting group and the dealer’s certificate. S

O.C. 1263-85. s. 16. &

62.7. As a departure from section 26 of the Act, a@endment to the shelf prospectus
is required only when there is an important cha the information presented in the
shelf prospectus. The amendment is then f with the Commission as soon as

possible. b‘ .

However when the change rise to the press release prescribed by
section 73 of the Act, an amendmep&#s¥0t necessary.

0.C. 126385, s. 16. )
62.8. If the issuer has @ﬁxje a distribution of securities at the time of updating the
annual information for, scribed by Schedule IX, he must file on that occasion a new

shelf prospectus, u& e Commission decides otherwise.

0.C. 1263-85,

plement prescribed by section 24.1 of the Act must present the
omitted in the shelf prospectus and an updating of the statement prescribed
59.1.

\é » 1263-85, s. 16.
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62.10. The Commission will issue a receipt as soon as the supplement is filed if
the issuer declares that this supplement and the shelf prospectus are identical to the
shelf prospectus, except with respect to the information that may be omitted, the
updating prescribed by section 62.9 or a change in the distribution procedure.

0.C. 1263-85, s. 16.

SPECIAL PLANS
The simplified prospectus

e
DIVISION IV %
N

4
63. A simplified prospectus for an unincorporated mutual fund o@qlacorporated
mutual fund must present the information prescribed in Schedule V.

0.C. 660-83, s. 63. 50

64. This simplified prospectus must be sent accomp @by the following financial
statements: 2

(2) the annual statements for the last fir&ib{} year,

(2)  where applicable, the most recent’%mi-annual statements.
- )
0O.C. 660-83, s. 64. b‘

65. A simplified prospectus mu &tain the following statement on the first page or
on the outside cover: 56

“The information co@ed herein must be accompanied by the annual financial
statements of the issuer@ e last financial year and the auditors’ report thereon, which
statements and rep considered to form part of this document. If subsequent
financial statemen % been filed with the Securities Commission, a copy of the most
recent of such %bs uent statements must also accompany this document.”

O.C. 6603@

; O.C. 697-87, s. 5.

65.1. @ incorporated or unincorporated mutual fund is exempted from the
reqLQ ent prescribed by subparagraph 2 of section 18 of the Act.

\éé 697-87, s. 5.
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DIVISION V
SPECIAL PLANS
Exemption from prospectus

0.C. 1263-85, s. 17

66. The issuer which has already distributed securities pursuant to the exempi
prescribed by section 47 or 48 of the Act may avail itself of the present special pl

prospectus exemption for a first time, after a delay of 12 months from the e he
distribution, and, subsequently, after a delay of 12 months from the end of thvat last
distribution. N

0.C. 660-83, s. 66; O.C. 1263-85, s. 17. @

67. The distribution must meet the conditions prescribed tion 47 of the Act
except those prescribed by subparagraphs 6 and 7 of the first pagxgraph.

0O.C. 660-83, s. 67; O.C. 1263-85, s. 17. &

68. The issuer must prepare an offering memor@m subject to examination by the

Commission.
,\@

0.C. 660-83, s. 68; O.C. 1263-85, s. 17. b‘
)

69. The exemption applies only w, the Commission agrees thereto or does not
raise any objection, within 15 days iving the offering memorandum.
0.C. 660-83, s. 69; O.C. 12638917

70.  The offering mem m prescribed by section 68 must present the information

prescribed by Schedug
0.C. 660-83, s. 70 1263-85, s. 17.

70.1. The igs or the dealer must send the offering memorandum to the persons
solicited accepting any undertaking from them.

O.C@@%& s. 17.

@. The amount of securities offered must not exceed 3 000 000 $.

0.C. 1263-85, s. 17.
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70.3. The offering memorandum must present the financial statements and the
auditor’s report prescribed by Division II; however, with respect to preceding financial
years, only the statements of the last 2 years are required.

0.C. 1263-85, s. 17.

70.4. The issuer which has availed itself of the present exemption must file with @
Commission its audited annual financial statements within 140 days following the e%

its financial year. '\

0.C. 1263-85, s. 17. Q)"

70.5. In the case of an issuer that has fewer than 15 security ho whose latest
addresses as shown in the records of the issuer are in Québec, mmission may,

on application, release the issuer from the requirements prescrilS section 70.4.

0.C. 1263-85, s. 17.
<O

DIVISION VI /\
SPECIAL PLANS
Person issuing options and futures contract;\q

71. The Commission shall qualify perso&as prescribed by section 67 of the Act on
the following conditions:

(1) the person issuing s @es referred to in that section must furnish the
following information: 56

(@) its cor@e name, the address of its head office, and the method
and date of incorporatio

(b) %ief description of its activities;

& the names of the members of its board of directors and their main

occupationg;
Qé.(d)
(e)

the audited financial statements for the last financial year,

K

a description of the different types of contracts that it wants to issue
guarantee;

(2) the qualification remains valid only inasmuch as the person issuing
securities referred to in section 67 of the Act files with the Commission, within 150 days
from the end of its financial year, the information required by subparagraphs a to d of
paragraph 1;
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(3) the qualification only covers the types of contracts mentioned in the
request.

0.C. 660-83, s. 71; O.C. 1263-85, s. 18.
71.1. Before issuing a new type of contract, the qualified person must file with the

Commission the information regarding the new contract; it can issue the new contr
when the Commission agrees thereto or does not raise any objection within 10 da%

receiving the information. '\

0.C. 1263-85, s. 18. .‘

72. In the case of a recognized self-regulatory organization, subp phs a to d of
paragraph 1 and paragraph 2 of section 71 do not apply. 0

0.C. 660-83, s. 72; O.C. 1263-85, s. 18. 5

73.  The information document prescribed by sectior&g the Act must reproduce
the information prescribed by Schedule VII.1 in the dase of exchange traded options,
except for options on futures contracts. Q)

In the case of commodity futures conﬁq s, the document must present the
information prescribed by Schedule VII.

D
In the case of options on fut ntracts, the document must reproduce the
information prescribed by Schedul é

0O.C. 660-83, s. 73; O.C. 1263-85yS. 18; O.C. 697-87, s. 7.

DIVISION VI g

THE PRELIMINARY@ PECTUS AND THE DRAFT PROSPECTUS

74. A prelimi a&rospectus must contain, on the first page in red ink, the following
statement orc)@onsidered by the Commission to be equivalent:

“T reliminary prospectus has been filed with the Commission des valeurs
mobil' u Québec. The information contained herein is subject to completion or
ame? ent. No commitment may be made in respect of the securities described herein
u

’g'l the Commission has issued its receipt for the final prospectus.”
.C. 660-83, s. 74.
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75. A preliminary prospectus may omit the auditor’s report, the approval prescribed
by section 53, the number or value of the securities to be distributed, and the
information relating to the offering price.
0.C. 660-83, s. 75; O.C. 1263-85, s. 19.

76. A person who does not wish to submit a preliminary prospectus may file a d%
prospectus before filing a final prospectus.

The certificates do not have to be signed.

B 4
0.C. 660-83, s. 76. Q/(b
DIVISION VIII 0‘\

FORM OF THE PROSPECTUS S

77. A prospectus must be typewritten or printed. &O
0.C. 660-83, s. 77. /\

78.  The text of a printed prospectus must be s@n roman type of a size equivalent at
least to that of modern 10-point characters; ho er, the financial statements, the other
information in statistical or tabular form afg, motes attached thereto may be in roman
type of a size equivalent to that of modeen 8point characters.

0.C. 660-83, s. 78. oé

79.  The tines in the printed p}spectus must have at least a 2-point space between
them. { §

0O.C. 660-83, s. 79. Q_O

table of conte

O.C. 660@-5, . 80.

81. prospectus is presented in the form of a continuous text.

80. A prospe:tu Nexcept a simplified prospectus, must contain a sufficiently detailed

\ However, in the case of a distribution prescribed by section 18, the text may be
presented in the form of questions and answers.

0O.C. 660-83, s. 81.
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82. Except for the financial statements and other information of that nature, the text
of the prospectus is divided into sections or paragraphs of reasonable length.

0.C. 660-83, s. 82.

83.  The prospectus may include:
(1) diagrams related to the subject of the text; Q)cb
(2) photographs representing only the products of the issuer; '\q
(3) maps designed to locate existing or planned activities of '[@gagr.

However, the Commission may object to the insertion of @ items where it
considers that they might mislead someone or might hinder undst ding of the text.

0.C. 660-83, s. 83.
&O
DIVISION IX /\
D

DOCUMENTS TO BE FILED

84. Whenever a prospectus mentions the'}?ame of a person, by reason of the
standing connected with his profession, R as a lawyer, a notary, an auditor, an
accountant, an engineer, a geologist oran dppraiser who has drafted or certified part of
the prospectus or who has made a@aisal or drawn up a report used in preparing

the prospectus, the written conse at person must be obtained, and the appraisal
or report must be filed with the Ission along with the prospectus.

In the case of a si@ed prospectus, the consent prescribed by the previous
paragraph is not require@ n auditor.

0.C. 660-83, s. 84Q.€. 697-87, s. 8.

85. TheC psion may grant an exemption from filing of the consent prescribed in
section 84 j nsiders that such filing would involve too great a difficulty.

O.C. 600-p3, s. 85.
8%\an the consent prescribed in section 84, the auditor must:

(1) indicate the date of his report and that of the financial statements which
are dealt with therein;
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(2)  state that he has read the prospectus and that no fact of which he was
made aware during his audit led him to believe that this document contains a
misrepresentation.

0O.C. 660-83, s. 86.
87. Inthe consent prescribed in section 84, the engineer, geologist or appraiser ml%
(2) indicate the date of his report; '\q

(2) state that none of the items taken from his report and pre%wted in the
prospectus contain a misrepresentation.

In the case of a simplified prospectus, the consent is requ nly when items
from the report are presented in the prospectus and not Xgply included in the
prospectus by general reference.

0O.C. 660-83, s. 87. &O

88.  Where a person referred to in section 84 is /Lns to be interested in the assets
or securities of the issuer, of an associate or an te, the prospectus must state that
fact, with the necessary detalils.

0.C. 660-83, s. 88. -

89. Where a person referred to '%&)n 84 is or plans to become a director, officer
or employee of the issuer, an asél te or an affiliate, the prospectus must state that
fact.

0O.C. 660-83, s. 89. O®

90. Inthe case Q‘l’éndment made to a prospectus, the Commission may, if it is of
the opinion that the&¥change would put in to doubt the validity of the consent prescribed
in section 84, r@e the filing of a new consent.

O.C. 660 - 90.

g e case of a mining or petroleum company, a preliminary prospectus or draft
prsPectus must be filed with the Commission accompanied by a complete report,
étually to be brought up to date, on the lands listed under Item 9 in Schedule I.

0.C. 660-83, s. 91.

92. The report prescribed by section 91 must be drafted by a mining engineer, a
geologist or another person recognized by the Commission as content; it is
accompanied with a certificate containing the following elements:

Securities Regulation June 4, 1987 Page 26



REGULATION IN FORCE FROM JUNE 4, 1987 TO JUNE 8, 1988

(1) the address and profession of the author;
(2) his training and experience;

(3) the date of his inspection of the premises, if the report is based on
personal knowledge, or the sources of the information used, if it is not; Q;b

(4)  where applicable, the consent required in section 84.
0.C. 660-83, s. 92. .
93.  Where the issuer is a legal person, the board of directors musté%za resolution:
Q) approving the prospectus; 50

(2)  authorizing the signing of the prospectus b @iirectors on behalf of the
board of directors; /<

(3)  authorizing the filing of the prospectu%\

(4) approving the financial stateméu included in or attached to the
prospectus; b‘ .

(5) authorizing the signing irectors on behalf of the board of directors of
the balance sheet contained in the {i lal statements included in the prospectus.
Upon request, this resolutyT must be filed with the Commission.
0.C. 660-83, s. 93. O
94.  Within 15w Qg'days following the end of a distribution of securities by means
of a prospectus orQursuant to the exemption provided by section 66, a report on the
securities distri@d in Québec must be filed with the Commission.

0O.C. 660 . 94; 0.C. 697-87, 5. 9.

95. g@ report must indicate the number and value of the securities distributed in
Qyé

¢ by the underwriter or by each member of the selling group or purchase group.
§.C. 660-83, s. 95; O.C. 1263-85, s. 20.

96. In the case of issues that are eligible for a Québec Stock Savings Plan, the report
must indicate the number of securities distributed in that manner by each dealer.

0.C. 660-83, s. 96.
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97. The dealer who has signed the certificate contained at the end of the prospectus
or the dealer who made the distribution draws up and files the report. In the case of a
distribution made through a group of dealers, the lead underwriter draws up and files the
report.

0.C. 660-83, s. 97. (b

98. In the case of a continuous distribution, the report prescribed in sectio @nust
deal with the preceding financial year and is filed at the end of the twelftiNmonth
following the issuance of a receipt for the prospectus.

5.C 66083, 5. 98. éQ/
N

DIVISION X
ADVERTISING DOCUMENTS

99. The advertising document mentioned in paragra ﬁg;of section 16 of the Act must
contain the following notice or another notice conzfﬁered by the Commission to be
equivalent:

“The prospectus provides detailed infor%tion on the securities offered. A copy
of the prospectus may be obtained fronbgqr office or from dealers authorized to
distribute these securities in Québec.”

0O.C. 660-83, s. 99; Errata, 1985 G« >1121.

contain the following stat t or a statement considered by the Commission to be

equivalent: O

“‘A prelimina% ospectus dealing with the securities offered has been filed with
the Commission,deSwaleurs mobilieres du Québec. The information contained therein is
subject to co ton or amendment. No commitment may be made in respect of the
securities g cjibed therein until the Commission has issued its receipt for the final

100. The advertising docugenbnentioned in paragraph 2 of section 21 of the Act must

prospect&g~& copy of the preliminary prospectus may be obtained from our office or

from gr authorized to distribute these securities in Québec.”
O§. . 860-83, s. 100.
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CHAPTER II
EXEMPTION FROM PROSPECTUS

101. The notices mentioned in this Chapter of the Regulation must be dated and

signed by the person who makes the distribution or by his authorized representative,
provided that he mentions his official title.

0.C. 660-83, s. 101. (bcb

102. The notice prescribed by sections 46 and 51 of the Act must contain in {he order
hereinafter set forth, the following information: N

(2) the date of the distribution; @
(2) the name and address of the person who made ths®nbution;

3) the name and address of the issuer, if @person who made the
distribution was not the issuer;

(4) the name and address of the purchascé\
(5) asummary description of the secdNy"distributed;

6 the number and value of t sbéu"rities distributed:;
(6)

(7)  the price paid by the ser;

(8) the name and add@ of any person acting as a remunerated agent;

(9) the amoun h remuneration.

0O.C. 660-83, s. 10&%

103. The foi@ng provisions must be inserted in the contract mentioned in
subparagra the first paragraph of section 47 of the Act.

y subscriber shall state that:

E Q) he is acting for his account;

(2) he is capable of assessing the proposed investment because of his
financial experience or of advice received from a registered person other than the
promoter;

3) he is familiar with the aims and objectives of the issuer and he has been
informed of the nature of his activities;
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4) he has been informed of the proposed use of the proceeds of the
distribution;

5) he is aware of the characteristics of the securities, and, where applicable,
of their speculative nature, and of the fact that they may not be resold or otherwise
disposed of except in accordance with the provisions of the Act;

(6) he has read the offering notice before subscribing in the c?@g? a

distribution made in accordance with section 48 of the Act.
- Q) .
0O.C. 660-83, s. 103; O.C. 1263-85, s. 21.

104. The notice to be given, under section 47 of the Act, @ beginning the
distribution must contain, in the order hereinafter set forth: 5

Q) the name and address of the issuer and the @oter;

(2)  a brief description of the nature of the Aurrent and proposed activities of

the issuer; Q)

(3) the designation of the Act under \A’h&the issuer is incorporated,;
(4) asummary description of the %cﬁrities to be distributed;
(5) the number and valu é securities distributed,;

(6) the principal uses ned for the net proceeds from the distribution and
the funds assigned for each d\(hese uses;

(7 a commi to comply with the provisions of section 47 of the Act;

(8) the er of the last distribution in which the promoter participated under
the exemption @ided for in section 47 of the Act.

A f the draft contract for the distribution must accompany the notice.

O.Cé%& s. 104; O.C. 1263-85, s. 21.

. The offering memorandum prescribed by section 48.1 of the Act must
mfesent the information prescribed by Schedule XVI.

A copy of the contract confirming the sale must accompany the offering
memorandum.

0.C. 1263-85, s. 21.
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105. The notice to be given, under section 47 or 49 of the Act, within 10 days of
completing the distribution most contain, in the order hereinafter set forth:

Q) the names of the issuer and the promoter;

(2) a summary description of the securities to be distributed; (b
(3) the names and addresses of the subscribers; '\q%
(4) the date for each transaction; N

(5) the number of securities subscribed for and the pr aid by each
subscriber;

A copy of the contracts for the distributions, if they are)ifferent from the draft
contracts filed under section104, must accompany the noti

If the distribution included a minimum sum to b&raised, the notice must mention
if it was raised; if it was not raised, the notice r% set out the measures taken to
reimburse the funds. '9

0O.C. 660-83, s. 105; Errata, 1985 G.O. 2, 1%1; 0.C. 1263-85, s. 22; O.C. 697-87, s.
10.

105.1. The notice to be gi\@%ant to section 47 or 48 of the Act in the case

of a transfer to an associate of th tyfsferor, must contain the following information:
Q) the name ant@dress of the transferor and of the acquirer;
(2) the num d value of the securities transferred,;
3) the r&tion between the transferor and the acquirer;
4) t ate contemplated for the transfer.

0.C.1 -%5, S. 23.

1 G.QAt the time of an exchange of securities related to a merger or a capital
anization carried out in accordance with section 50 of the Act, the issuer shall file
\. h the Commission, in the order hereinafter set forth the following information:

(1) the name and address of each of the legal persons involved in a merger or
a capital reorganization, with a brief description of their activities;

(2)  adescription of the securities involved in the exchange;
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(3) the number and value of the securities;
(4) the method of evaluating the securities, and the basis for exchange;

(5) the conditions to be met for completion, and the date set for the
transaction; Q;b

(7 the amount of such remuneration. Q) N

(6) the name and address of any remunerated agent;

In the case of a merger or capital reorganization that has %n object the
elimination of minority shareholders, an independent evaluation of curities given in
exchange must be filed. 5

These information are sent to the holders consid by the exchange. If the
documents are sent to holders prior to the end of the d prescribed by section 50 of
the Act, they must mention that the transaction j#{ subject to the approval of the
Commission. Q)

0O.C. 660-83, s. 106; O.C. 1263-85, s. 24; O.C. BSL -37, s. 11.

107. An issuer who makes a distributign Lhﬂar the exemption prescribed in section 52
of the Act shall give, in the order herej r set forth, the following information:

Q) the date of the propQsey*distribution and its duration;
(2)  adescription @e security to be distributed,;
3) the num d price of the securities contemplated by the distribution;
4) the cOQditions of the distribution.

0.C. 660-83(5.4M7.

108ﬁﬁzoffering notice established at the time of a distribution mentioned in

par s 1 and 3 of section 52 of the Act must contain, in addition to the information
prescwbed by section 107, the following information:

\ (1) the names and functions of senior executives mentioned in Item 21 of
Schedule I;

(2) the information known to the senior executives concerning any transfer of
securities that brought about a material change in control of the issuer since the last
meeting of the holders of voting securities;
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(3) the details of the remuneration to be paid to any person with regards to the
proposed distribution;

(4) any other material fact in respect of the issuer and the securities offered,
and, in particular, if it is a rights offering:

(@) the approximate net proceeds that the issuer will obtain if a@
rights are exercised, '\q

(b)  the proposed use of the funds obtained; Q) N

(© where it applies, the minimum sum required t(&w the issuer’s
needs;

(d) if a minimum amount has been set, and if& distribution is a best
efforts underwriting, the minimum and the name of the per who will keep on deposit
the sums collected until the minimum has been reached;

(e) if the minimum amount is @anteed by an undertaking to
subscribe, the name and address of the guaranto@

) the nature of any marltet out clause or other similar provision and
the arrangements designed to ensure jhavVthe sums collected are refunded in full in
cases where the minimum is not reacE .

However, in the casQ a security listed on an exchange, the issuance of
subscription rights cannot be ma& ith a minimum subscription condition.

In the case@istribution contemplated by paragraph 3 of section 52 of
the Act, a new oﬁeria ice must be prepared, within 90 days from the end of the

financial year, only occurs, in relation with the information given at the outset, a
material change, t is likely to affect the value or the market price of the securities
being distribut

0O.C. 660 - 108; O.C. 1263-85, s. 25.

109%@ offering notice established at the time of a distribution mentioned in
paragsaph 5 of section 52 of the Act must contain, in addition to the information
écribed by section 107, the following information:

(1) the designation of the category of employees or senior executives to
whom the distribution is addressed;

(2) the maximum number of securities that may be subscribed for or
purchased by cash employee or senior executives;
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(3) the method of payment for the said securities;

(4) the minimum sum to be collected, if any, and the proposed use of the
proceeds of the distribution;

(5) the nature of the changes that have occurred among the senior executi%
of the issuer since the last annual meeting;

(6) information known to the senior executives concerning any trgﬁefer of
securities that involved a material change in control of the issuer since th%s; meeting
of the holders of voting securities; -

(7)  any other material fact, in respect of the issuer or curities offered,
that is necessary to enable an informed decision to be made. 5

However, in the case of a security listed on a stoc@change, the issuance of
subscription rights cannot be made with a minimum subs&pton condition.

A new offering notice must be prepared 90 days from the end of the
financial year, only when, in relation with the in I(ﬂ@ on given at the outset, a material
change occurs that is likely to affect the value market price of the securities being
distributed.

0.C. 660-83, s. 109; O.C. 1263-85, &)C 697-87, s. 12.
: : : o% I :

110. The issuer is exempted establishing the offering notice at the time of a
distribution mentioned in paragr 5 of section 52 of the Act, intended solely for its
senior executives or those egal person connected with the issuer.
0O.C. 660-83, s. 110. O
111. The foIIowi& documents must be transmitted with an offering notice to the
Commission a ny security bolder, employee or senior executives contemplated by
the distributi@

@2 the most recent audited financial statements;

(2) where the distribution is made by means of a prospectus outside Québec ,
@py of that prospectus.

0.C. 660-83, s. 111; O.C. 1263-85, s. 27.
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112. In the case of a distribution referred to in paragraphs 1 and 3 of section 52 of the
Act, the documents mentioned in paragraphs 1 and 2 of section Ill do not have to be
transmitted to security holders of a reporting issuer.

0.C. 660-83, s. 112.
113. In the base of a distribution governed by the exemption prescribed in paragrzzs%

of section 52 of the Act, the issuer shall file with the Commission, in addition_t
information prescribed by section 107,-a copy of the minutes of the last annual R@ng.

0.C. 660-83, s. 113. Q)ﬁ

number and value of the securities distributed in Québec the exemption

114. A reporting issuer shall file at the same time as its annual re Qf{report on the
prescribed by section 52 of the Act. 5\L ;l

In the case of a distribution eligible for a Québec S Savings Plan, the report
must give the number of securities distributed for such plégs:

In the case of a non-reporting issuer, the re /t\is filed within 140 days from the
end of its financial year-end. '\q

0.C. 660-83, s. 114; O.C. 1263-85, s. 28. b“‘

115. The following information is r %ﬁd for the purposes of applying the second
paragraph of section 12 of the Ac é ust be presented in the order hereinafter set
forth. 6

(2) the date plan@or of the beginning of the distribution;

(2) anesti che value of the securities to be distributed;

3) the &ne of the competent authority entitled to issue a receipt for
information dO(@entS or to grant an exemption;

(4)€S)copy of the information documents filed with the competent jurisdiction,
the tex@ blishing the exemption or the decision granting it;

Q(S) the name and address of the dealer entrusted with the distribution, if
\@n.

A reporting issuer is not required to transmit documents unless the Commission
requires it.
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In the case of an issuer that meets the conditions prescribed in section 160, 161
or 162, the Commission gives its approval when the information required in this section
has been received.

0.C. 660-83, s. 115; O.C. 1263-85, s. 29.

TITLE Il

DISCLOSURE REQUIREMENTS %(b
N

CHAPTER |

PERIODICAL DISCLOSURE Q)ﬁ
DIVISION | e@
ANNUAL REPORT AND FINANCIAL STATEMENTS 0

116. The annual financial statements prescribed in sectio@ }the Act include:
(1) the income statement; /\&
(2) the statement of retained earnings; (§)

(3) the statement of changes in financidl position, or, if investment constitutes
the issuer's principal activity, the statementpkchanges, in net assets;

(4) the balance sheet. s@
O.C. 660-83, s. 118. 50

117. These financial stat ts deal with the last financial year and are presented in
comparison with those o@s preceding year.

In an initial %&ial year, the financial statements must deal with the period from

incorporation o@ porting issuer to the end, of the first year.
O.C. 660-@,@117.

118. @ -annual financial statements must be approved by the board of directors. The

appNal of the board of directors is evidenced by the signature of 2 directors authorized
at purpose. The signature may be manual or facsimile.

0.C. 660-83, s. 118.

119. The annual report prescribed in section 77 of the Act must contain, as well as the
financial statements and auditors report, the following information:
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1. a brief description of the activities of the reporting issuer and its important
subsidiaries during the last financial year;

2. management's discussion of results of the reporting issuer and its
subsidiaries including explanations of changes from the previous financial year, changes
in accounting principles or practices or in the method of applying accounting principles.

0.C. 660-83, s. 119. (bcb

120. When the annual report contains a management report, it must stgfb more
particularly that: Q) N

(2) the financial statements contained in the annual report
management in accordance with generally accepted accounting pri

prepared by

(2) the financial information contained elsewhereyl the annual report
conforms to the financial statements, should such be the c

3) the auditor has the responsibility of aumng the financial statements and

giving an opinion on them. Q)

The Management's report must accompi{?\y e financial statements but does not
form part of them. b‘ .

When the board of directors rmed an audit committee, the management
report must mention the compgeg and functions of the committee and its

responsibilities relating to the finagchlstatements of the reporting issuer.

0.C. 660-83, s. 120; Errat@ G.0. 2,1121; O.C. 1263-85, s. 30.

DIVISION i O

QUARTERLY FINQ AL STATEMENTS

121. The q&@y financial statements prescribed in section 76 of the Act include:

(1 he income statement;
g the statement of changes in financial position, or if investment is the
isdyer's principal activity, the statement of changes in net assets.

\ The statements deal with the period between the closing of the last year to the
end of the quarter.

0.C. 660-83, s. 121.
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122. The statements must be presented in comparison with those of the
corresponding period of the preceding year.

0O.C. 660-83, s. 122.

123. The quarterly statements need not be audited.

0.C. 660-83, s. 123, (bcb
,\Q>

DIVISION Ili
FILING OF DOCUMENTS

)
124. A reporting issuer must advise the Commission in writing of e&&ending of the
annual report and the quarterly financial statements to security hol .

0.C. 660-83, s. 124. 5

125. A reporting issuer must file with the Commission,’ﬁgt later than the day following
the sending, 2 copies of any document transmitted tooﬂQIders of its securities.

0O.C. 660-83, s. 125.
N

DIVISION IV b‘s
SPECIAL PLANS Q/

126. The annual and semi-anm@ncial statements of an incorporated mutual fund
or of an unincorporated mutual must include a statement of changes in net assets,
which replaces the statemegt changes in financial position. The statement must
include: §

(2) the net@e;s at the beginning of the period;

(2) tl@e income or net loss from investments;

3) aggregate proceeds from sale of securities in the portfolio;

@ the aggregate proceeds from sales of short term debt securities;

@ (5) the aggregate cost of the securities in the portfolio at the beginning of the
iod;

(6) the aggregate cost of acquisitions of securities during the period;
(7)  the aggregate cost of the short term debt securities;

(8) the aggregate cost of the securities in the portfolio at the end of the period;
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(9) the aggregate cost of the securities sold;
(10) the realized profit or loss on the sale of securities;

(11) distributions apportioned according to their origin: net income from
investments and realized profits on the sale of securities; ng

(13) the redemption price for shares or units; Q) N

(12) the proceeds from a distribution of shares or units;

(14) the net increase or decrease in unrealized appreciatio preciation of

securities in the portfolio; 0

(15) the net assets at the end of the period;

(16) the net asset value per share or unit at th&gggnning and the end of the

period,; /\

(17) the distributions per share or per ur&portioned according to their origin:
net income from investments and realized profitg\o the sale of securities.

The items prescribed in subpar rapﬁs"B to 7, 15 and 16 may be presented in
the form of notes or tables. %

0.C. 660-83, s. 126. Qs
127. In subparagraphs §§Q?6 of section 126 short term debt securities held

temporarily for reinvest other securities should be excluded.

The gross p QEUS from these securities sold and the aggregate cost of these
securities bought aM presented as notes to the statement prescribed in section 126.

0O.C. 660-83(s.y27.

128. Qs.emi-annual financial statements of an incorporated mutual fund or of an

unirQp rated mutual fund need not show a comparison with those of the

cagredponding 6 months of the preceding financial year. The same rule applies to the
al financial statements prescribed in sections 129 to 132.

0.C. 660-83, s. 128

129. The annual and semi-annual financial statements of an incorporated mutual fund
or of an unincorporated mutual fund, and the annual financial statements of a finance
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company must contain a statement of investment portfolio containing the following
information for each security or class of security:

(1) the name of the issuer;

(2) the designation of the security, and, where it applies, of the class;

(3) the number of securities or their aggregate face value; Q)cb
(4) their current market value; q

)
(5) their cost, and if it is other than the average cost, the m nrgPin which it
was calculated.

The miscellaneous securities whose aggregate current ket value represents
less than 5% of the total assets of the company or the fund mg) be aggregated under
the heading “miscellaneous securities”, with only the@formation prescribed in
subparagraphs 4 and 5.

0.C. 660-83, s. 129; O.C. 1263-85, s. 31. Q;\

130. Incorporated mutual funds and unincoPpp ated mutual funds are required to

include in their annual and semi- annual f&nual statements a statement of portfolio
transactions, including for each class o rlty traded during the period:

(1) the name of the |ssueré

(2)  the designation of t securlty, and, where it applies, the class;

(3) the numbe curities acquired or sold or their aggregate face value;
4) thea @Hte acquisition or sale price;

(5) w@ it applies, the portfolio transactions subsequent to more particularly
a share split@ hsolidation, a stock dividend or a merger.

@ snformation respecting debt securities must be given separately.
05.%60-83, s. 130; Errata, 1985 G.O. 2, 1121.
1. In the case of securities that are mortgages, the inventory of securities in the
portfolio of an incorporated mutual fund or of an unincorporated mutual fund must give

the following information, instead of the information prescribed in section 129:

(1) the number of mortgages and their aggregate market value;
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(2) the aggregate cost of acquisitions or disposals; according to whether it
applies to mortgages insured in accordance with the National Housing Act (R.S.C. 1970.
c. N-10), insured conventional mortgages or uninsured conventional mortgages;

3) the apportioning of the number, market value and outstanding principal
value of mortgages, in groups representing contractual interest rates varying by no more

than %%.
S
N

132. In the case of securities that are mortgages, the statemeniyQf, portfolio
transactions gives for an incorporated mutual fund or an unincorporategemutdal fund the
following information, instead of the information prescribed in sectio %@ apportioned
according to whether they are mortgages insured in accorda;%ith the National

0.C. 660-83, s. 131; O.C. 1263-85, s. 32.

Housing Act (R.S.C., 1970. c. N-10), insured conventional tgages or uninsured
conventional mortgages:

(1) the number of mortgages acquired or dispoﬁg;
(2) the aggregate cost of acquisitions or cﬂagksals;

(3) the amounts received in repaymeh( the capital of the principal value of
mortgages.

b‘ﬂ
0.C. 660-83. s. 132. Q/

133. The statement of portfolio\trysactions prescribed by sections 40, 130 and 132
need not be published with the aN1Ual or semi-annual financial statements if it has been
filed with the Commissior@%he same time as the financial statements, and if the
published financial state or the prospectus indicate that one can obtain it without
cost from the issuer. @

0O.C. 660-83, SéQO.C. 1263-85, s. 33.

134. In thefc of temporary use of uninvested funds in short term debt securities, it
is sufficia%g rovide the information prescribed in sections 129 and 130 in aggregates

for sec@ issued by:

(1) abank governed by the Bank Act (S.-e. 1980-81-82, c. 40), or the Québec
@ngs Banks Act (R.S.C. 1970. c. B-4);

(2) a loan and investment company incorporated under a law of Québec or
registered in accordance with the Loan and Investment Societies Act (chapter S-30);

(3) atrust company registered under the Trust Companies Act (chapter C-41).
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This presentation also applies in the case of short term debt securities classified
in one of the 2 highest ratings established by a security evaluation agency recognized
by the Commission.

0.C. 660-83, s. 134.

solely in the securities of another incorporated mutual fund or another unincorp
mutual fund, the annual and semi-annual financial statements must cont
statements of the other company or the other fund. The annual financial stadements
must also include its balance sheet. - N

0.C. 660-83, s. 135. @

136. An incorporated mutual fund or an unincorporated m @fund is required to
include the following information in its annual financial statementg)or in the notes:

135. Where an incorporated mutual fund or an unincorporated mutual fund ir@
he

(1) the commissions paid on portfolio transactieﬁé,

(2)  any other remuneration paid to dealeé&r portfolio transactions, and, if it
is an estimate, the method of calculation;

3) management fees, the metho&fﬂcalculation and the services received,;

(4) services received in ret salaries paid;

5) in the case Where® emuneration of the personnel of a management
company is assumed by the indTporated mutual fund or the unincorporated mutual

fund, the method of calcula@used and the justification for it;

(6) the met calculating income tax and explanations of the tax position
of the company or& d;

(7 e@nations of any unusual variations in expenses compared to those of
the precedi r, in the case where such a variation does not result solely from a
change i S.

Q information required by subparagraphs 3 to 7 is also required in the semi-

a§u statements.
.C. 660-83, s. 136.
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137. The financial statements of a company that has not yet reached the stage of
normal operations must contain an analysis of the deferred expenses for the period,
presenting separately exploration expenses, development expenses, and administrative
expenses, as well as the deferred balance at the beginning and end of the period.

0O.C. 660-83, s. 137.

138. In the case of an investment contract, a limited partnership or a joint ventur@
annual financial statements of the business or of the partnership must includ lled
statements of the use of funds invested and the distribution of income.

4
The first of these statements must be drawn up in a form com r& to that of
the budget presented in the prospectus or otherwise transmitted to t Iders. It must
indicate, where applicable, the funds to be invested to comp e project. Any
significant discrepancy between the funds invested and the bugge) estimates must be
explained.

The second statement must indicate the distri Qof income between the
holders of each class, the promoter and the mangggment. It must also indicate the
balance of the funds to be reimbursed to the holdmb a group and the amount to be

paid for each unit issued. '\q
0O.C. 660-83, s. 138. b“‘
139. The statement of changes in ssets must also form part of the quarterly

financial statements. oé

0O.C. 660-83, s. 139.

140. An issuer of tax securities within the meaning of section 48 of the Act is
required to furnish ho he information that they will need to claim in their tax return
the fiscal benefit atQ to these securities.

0O.C. 660-83, s ; O.C. 1263-85, s. 34.1; O.C. 697-87, s. 13.

CHAPTE@'
souo@ ION OF PROXIES

SION |
OXY FORM
141. A proxy form must identify the meeting for which the proxy is solicited. It must

indicate in bold type whether the proxy is solicited on behalf of the management of the
reporting issuer, and must contain a space for entering the date on which it is signed.

0O.C. 660-83, s. 141.
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142. The proxy form or the circular must mention the right of the holder to designate
as agent a person other than the one whose name appears on the form, and must also
indicate the entries that the holder must make on the form to avail himself of that right.

0O.C. 660-83, s. 142.

143. The provisions of section 142 apply only to solicitation by the management @
company. '\

0O.C. 660-83, s. 143. ,‘
144. A proxy form must be so designed as to enable a holder to: $®
t

(2) state whether or not he intends that his agent vo@ e appointment of

an auditor or in the election of directors;

(2) indicate the way in which the agent mu&@e on any other question
defined on the form, in the notice of meeting or in the«cular.

0O.C. 660-83, s. 144. '\(bQ)
145. However, provision may be made fogthe agent to exercise the right to vote in the

absence of any indication by the mangatéft on condition that the form or a circular
indicate in bold type the way in which erson who solicits the proxy will vote on each

guestion. 0
D

146. The form or the ¢k r must contain a commitment on the part of the person
who solicits the proxy? ect the holder's instructions.

0O.C. 660-83, s. 145.

0.C. 660-83, s. 14

147. The on the form may leave to the agent the decision to vote in the way he
consider able on amendments and on new points brought before the meeting, in
so far person who solicits the proxy does not know them or cannot foresee them
att of solicitation. -

\é » 660-83, s. 147.

148. A proxy is valid only for the meeting for which it applies, including any
continuation if the meeting is adjourned.

0O.C. 660-83, s. 140.
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149. A proxy authorizes voting for the election of a director only where the candidate is
named on the form or in the circular.

0O.C. 660-83, s. 149.

DIVISION i
THE CIRCULAR ng
150. The circular prescribed in section 82 of the Act presents the in& tion
prescribed by Schedule VIIl.

)

0.C. 660-83, s. 150.

151. The information presented in the circular must be give:;:?s at a date less
than 30 days before the sending date except informatiorb cerning a senior
executive's remuneration given in accordance with the requi ts of subpararaph 6 of

Schedule VIII. &

O.C. 660-83, s. 151. /\

152. The circular may omit information that c&@not be obtained, provided that such
omission is explained.

- 4
0.C. 660-83, s. 152. b‘

153. Any information contained i her circular, in a notice of meeting or in a proxy
form relating to the same meetigb]d already sent may also be omitted, provided that

the circular refers to the otheE doQument.

0O.C. 660-83, s. 140. O

154. A person w, nds a circular or a proxy form for a meeting must immediately
file with the Co@ ion 2 copies of all the documents sent.

0O.C. 660-8 (S.)l 4

155. @ ular drawn up on behalf of the management of a reporting issuer must be
sig Yy a senior executive authorized to do so. The signature may be manual or

fa§i ile.
.C. 660-83, s. 155.

156. The person responsible for filing the documents mentioned in section 154 must
inform the Commission that they have been sent to the holders.

0O.C. 660-83, s. 156.
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157. The proxy form prescribed in section 81 of the Act or the circular prescribed in
section 82 of the Act may be replaced by any corresponding document established in
accordance with the Act incorporating the reporting issuer the content of which is
equivalent to that prescribed by this Regulation.

However, in the case of executive officers’ remuneration, the informat(
prescribed may be substituted by a more detailed information, presented in accor
with the requirements of foreign rules recognized by the Commission. '\

0.C. 660-83, s. 157; O.C. 1263-85, s. 35. Q).‘

81 of the Act
nt to securities
efore the date of
not however be sent

158. The notice of the meeting and the proxy form prescribed by se
as well as the circular prescribed by section 82 of the Act must
holders by the management of the reporting issuer at least 21
the meeting for which they were prepared. These documents m
to securities holders more than 50 days before the meeti,n{o

0.C. 660-83, s. 158. A
CHAPTER I Q(b
N

PERMANENT INFORMATION RECORD

)
159. The annual information form, pr ri?éd by paragraph 1 of section 85 of the Act,
must present the information prescrib Schedule IX.

A reporting issuer that m e@he conditions prescribed by section 18 of the Act is
only required to present the jnfQQnation indicated in Part A inasmuch as it also meets
the conditions prescribed t@ragraphs 1 and 2 of section 160 or section 161 or 162 of
the Regulation; otherwis@ ust also present the information required by Part B.

The informag# %ocuments prescribed in section 85 of the Act may be replaced
by disclosure dgeuments drawn up for another authority in matters of securities provided
that they pre least the information required by the Act or the regulations.

W he information presented in the documents prescribed by section 85 of the
Act a @ ated in another document filed with the Commission, the issuer may file this
doc%e in its permanent information record.

\éé 660-83, s. 159; O.C. 1263-85, s. 36.

160. A reporting issuer who presents in the annual report prescribed in section 77 of
the Act or in the circular prescribed in section 82 of the Act the information required by
Schedule IX may omit it from the Schedule, provided that he fulfills one of the following
conditions:
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(2) he has satisfied for 3 years the disclosure requirements of Title Il of the
Act or equivalent obligations imposed by the provisions replaced by Title Il;

(2) the total value of the outstanding shares, except preferred shares, held by
persons who control less than 10% exceeds a value determined in a policy statement of
the Commission.

A reporting issuer who avails himself of these provisions must indicate und@
appropriate item of Schedule IX that the information is presented in the annual e or
in the circular.

- Q)ﬁ

0.C. 660-83, s. 160; O.C. 1263-85. s. 37.

161. However, the reporting issuer which fulfills only the co prescribed by
paragraph 1 of section 160, has the same ability, for the issua debt securities or
preferred shares not convertible into common shares, only whep) the securities already
issued and those it proposes to issue are rated, by a re ized security evaluation
agency, in one of the categories determined by the Com#\ n.

0.C. 660-83, s. 161; O.C. 1263-85, s. 37.1. Q;\

162. Any issuer may avail itself of the same afbt% for the purpose of distributing debt
securities or preferred shares not conve tibLe: into common shares, if it fulfills the
following conditions:

(1) the securities to be i are unconditionally guaranteed, as to principal
and interest, by a reporting issue@w fulfills the conditions prescribed in paragraphs 1
and 2 of section 160;

(2) the guarar@& filed with the Commission the annual information form
prescribed by Schedu

3) the ogt securities already issued by the guarantor are classified by a
recognized seyily evaluation agency in one of the categories determined by the
Commission

2 the securities to be issued arc provisionally classified by a recognized
secQ aluation agency in one of the categories determined by the Commission.

\. » 660-83, s. 162; O.C. 1263-85, s. 38.
163. The Commission may exempt an issuer, on conditions it determines, from the
requirements of sections 18 and 84 of the Act, when that issuer satisfies the

requirements of section 162.

0.C. 660-83, s. 163.
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164. An issuer whose existence is the result of an amalgamation or a reorganization in
which a reporting issuer fulfilling the condition prescribed in subparagraph 2 of
section 160 participated is considered to have fulfilled that condition.

All the issuers that participate in the amalgamation or the reorganization must

have satisfied for one year the disclosure requirements of Title Il of the Act unless db
merger or amalgamation is with a person from the same group. qQ)

)
165. For the application of subparagraph 2 of section 160, the value o;thgzutstanding

0O.C. 660-83, s. 164.

shares is established according to the arithmetical average of the Mg quotations
during the last month of the preceding financial year.

In the case of the issuer referred to in section 164 t% value is established
according to the arithmetical average of the closing qu'ons during the 10 days
preceding the filing of the document prescribed in sectio .

0O.C. 660-83, s. 165. Q;\

166. The filing of the annual information form'pg cribed by Schedule IX by the issuer
who fulfills the conditions of paragraphs 1 god 2 of section 160 or of section 161 or 162
is accepted for the first time when the, CWhmission agrees or does not express any
opposition during the 10 working day @}wing receipt of the document.

Subsequently, it is deemeQ be accepted unless the Commission informs the
issuer that it wishes to review Tbl accordance with the procedure prescribed by the
preceding paragraph.

0.C. 660-83, s. 166; 63-85, s. 39; O.C. 697-87, s. 14.

167. In the case & the filing of the annual information form prescribed by Schedule IX
by an acceptat@suer other than the issuer mentioned in section 166 or of the annual
information f@ rescribed by Schedule X, the filing is accepted when the Commission
agrees o not object during the 30 working days following receipt of the document.

O.Cé%& s. 167; O.C. 1263-85, s. 40.

» The annual information form drawn up in accordance with Schedule IX or X is

Signed by the chief executive officer of the issuer, or by the person who holds a similar

position, by the chief financial officer and by 2 other persons, selected from among the
directors and authorized to sign .

0O.C. 660-83, s. 168; O.C. 1263-85, s. 41.
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169. The provisions of the third paragraph of section 32 and section 34 apply to
section 168.

0O.C. 660-83, s. 169.

170. The permanent information record prescribed in section 108 of the Act for an
incorporated mutual fund or an unincorporated mutual fund must present:

(1)  the documents filed in accordance with Divisions | and Il of Chz,@%?of
Title Ill of the Act;

)
(2)  the most recent annual report;

(3) the semi-annual financial statements; é
(4)  the annual information form prescribed by Schedu@X.
0.C. 660-83, s. 170; O.C. 1263-85, s. 42. &

170.1. The annual information form of an incorpo /\4 or unincorporated mutual fund
must contain the certificates prescribed by Schec@

0.C. 1263-85, s. 43.

CHAPTER IV s@

INSIDER REPORTS

drawn up in accordance wi rm 1.

0O.C. 660-83, s. 140;@97-87, s. 15.
&

172. The repg scribed by section 102 of the Act must be filed not later than the
tenth day follaWfig the date of the registration of the securities in the name of a third

171. The reports prescrlb S b)sectlons 96 to 98, 102 and 103 of the Act must be

arty

party.
9
O.Cé 5. 172.

1. “Where a person declares, in accordance with sections 96 to 100 of the Act, that

exercises control; or that there is a change in his control over the securities owned by
a company controlled by it or an affiliate, such declaration replaces the one that the
company would have been required to make.

0.C. 660-83, s. 173.
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174. The insider report prescribed by Form 1 may be replaced by any report presented
on a form of equivalent content, on condition that it bears the manual signature of the
insider. -

0.C. 660-83, s. 174.

or purchase plan, a dividend reinvestment plan or are received under a stock diyi
distribution, the declaration prescribed by sections 96 and 97 of the Act must b
later than the 90t day following the end of the calendar year or financial yeas of the

issuer. Q) 2N

175. Where the securities are subscribed for or purchased under a share subscript(
not

Any person who submits before the end of the calendar year r declaration
dealing with the securities subscribed or purchased in another m ust declare, at
that time, the securities referred to in the first paragraph. 5
O.C. 660-83, s. 175; O.C. 1263-85, s. 44. &O
TITLE IV /\

TAKE-OVER BIDS AND ISSUER BIDS Q)

176. The circular prescribed by section 128 b‘, e Act must present the information
prescribed in Schedule XI. b‘ .

0.C. 660-83, s. 176; O.C. 697-87, s. g@

177. The circular of the board ctors of the company referred to must present the
information prescribed by Sched Il.
0.C. 660-83, s. 177.

178. The notice &%Eenior executive of the company concerned must present the
d

information prescri y Schedule XiIll.
O.C. 660-83@%/8.

17&@@( ular relating to an issuer bid must present the information prescribed by

Sc vV
\é » 660-83, s. 179.

180. Three copies of the documents sent to securities holders at the time of a take-
over bid must be filed with the Commission.
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The take-over bid circular and any notice of amendment or of change must be
delivered at the principal office of the offeree company on the same day as the notice or
the circular is sent to security holders of the offeree company.

0.C. 660-83, s. 180; O.C. 1263-85, s. 45; O.C. 697-87, s. 17.

notice of a senior executive, or any notice of variation or change must contai

N

“Securities legislation in certain of the provinces and territorieg).0f Canada
provides security holders of the offeree issuer, in addition to any otheprighs they may
have, with rights of rescission or damages if there is a misrepresent %m a circular or
notice that is required to be delivered to such security holders. ver such rights
must be exercised within the prescribed time limit. Security ho should refer to the
applicable provisions of the securities legislation of his provigke or territory for the
particulars of those rights or consult with a legal advisor.”.

181. The take-over or issuer bid circular, the circular of the board of directors@

following warning:

When a bid is make only in Québec, the prggious warning is replaced by the

following: Q)

“The Securities Act (Québec) provides & rity holders of the offeree issuer, in
addition to any other rights they may havg, with rights of rescission, price revision or
damages if there is a misrepresentation i circular or notice that is required to be
delivered to such security holders. @/er such rights must be exercised within the
prescribed time limit. Security hold % uld refer to the applicable provisions of the Act
for the particulars of those rights @) sult with a legal advisor.”.

O.C. 660-83, s. 181; O.C. @e "s. 18.

182. The take-over @uer bid circular, the circular of the board of directors, the
notice of a senior tive or any notice of variation or change must contain the
following certificateé

“The re%t take-over bid circular (or issuer bid circular, circular of the board of
directors, e of a senior executive or any notice of variation or change, as the case
may b S not contain any misrepresentation likely to affect the value or the market

pricQ e securities subject to the bid.".

e Where the bid is made by a legal person or on its behalf, the certificate is signed
}iy the chief executive officer of the offeror, by the chief financial officer and by 2 other

persons selected from among the directors and authorized to sign.

Where the legal person has fewer than 4 senior executives, they must all sign.
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Where the bid is made by a natural person or on his behalf, he alone signs the
take-over or issuer bids circular.

The circular of the board of directors is signed by 2 directors duly authorized to
sign on behalf of the board.

The notice of a senior executive is signed by its author.

0.C. 660-83, s. 182; Errata, 1985 G.0O. 2, 1121; O.C. 697-87, s. 18. '\q%
183. A valuation of the offeree issuer, based on going concern liquidation
assumptions, must be made in the case of an issuer bid , insider bid or whe®M the offeror
plans to transform the offeree issuer into an entity that would be com le to a closed
company or plans to liquidate the offeree issuer, unless the offer S access to the
required information. 5

The valuation shall be as of a date of not more than days prior to the date of
the offer and shall contain appropriate adjustments f terial intervening events.
However, a valuation at a date more than 120 days r to the date of the offer may be
acceptable if accompanied by a letter of the valu dressed to the directors of the
issuer confirming that he has no reasonable grou believe that any intervening event
has materially affected the value or range of vﬁw S determined in such valuation or, if
there has been such an event, describingbié ‘gnd stating the resultant change on the
valuation.

In particular, a valuation is d when the offeror intends to acquire after the
bid all the voting securities of thq ree issuer. However, a valuation is not required
when the securities are listed o an exchange recognized by the Commission, have
been traded on at least 50 INQf the trading days during each of the last 2 months and
that, for each of these he majority of the securities traded have been traded by
persons other than ingi of the offeror, of the offeree or of affiliates and other than
persons with whom insiders are associates.

When a hange take-over bid is taking place, the Commission may require a
valuation of fhegMteror or of the company whose securities are given in exchange.

@Zaluation report is drawn up by an independent appraiser.
QThe circular must contain a summary of the valuation. In addition, it must also
\h an outline of any valuation, independent or not, prepared within 2 years preceeding
e

bid in respect of the offeree issuer, its material assets or its securities.

0O.C. 660-83, s. 183; O.C. 1263-85, s. 47; O.C. 697-87, s. 18.
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184. The valuation report must be drawn up as at a date not more than 120 days
before the date of the bid. The appraiser shall take into consideration, in a
supplementary document, the material facts occurring after the date of the report.

Copies of those documents must be filed with the Commission.
0.C. 660-83, s. 184.

185. The Commission may accept a report drawn up more than 120 days J q?he
date of the bid provided that a letter from the appraiser is sent to the holders {%rtlfylng
that to his knowledge no material fact has occurred since the date of .(eport or
describing any material fact which occurred after that date and i ct on the

valuation. E

0.C. 660-83, s. 185.

186. The Commission may permit information to be omij from the valuation report
where the dissemination of such information could cause&gMous prejudice to the issuer,
the company concerned or the security holders. /\

0O.C. 660-83, s. 186. '\(b

186.1. Whenever a take-over or isguer bid circular, a circular of the board of
directors, a notice of a senior executiveg orveny notice of variation or change mentions
the name of a person, by reason standing connected with his profession, in

who has drafted or certified part of these documents or has made an appraisal or
valuation or drawn up a report u in preparing of any of these documents, the written
consent of that person an appraisal or valuation or report must be filed with the
Commission together wi e documents.

0.C. 697-87, s. 19QQ.

187. In the c@vf a take-over or issuer bid by way of an exchange of securities, the
circular musi{prg¥ent in addition to the information prescribed by Schedule Xl or X1V, the
informati the financial statements required by the Regulation for a prospectus of
the |ss® hose securities are offered in exchange.

particular a lawyer, a notary, an a tant, an engineer, a geologist or an appraiser

For the prospectus information, the issuer which meets the conditions prescribed
@ectlon 160, 161 or 162 may avalil itself of the simplified prospectus system.
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However, even for the issuer that avalils itself of the simplified prospectus system,
the circular must present a pro forma balance sheet and income statement of the offeror
to give effect to the exchange of securities. These financial statements are as of the
date of the most recent financial statements of the offeror and of the offeree. They must
also show the basic and fully diluted earnings per share.

0.C. 660-83, s. 187; O.C. 1263-85, s. 47; O.C. 697-87, s. 20. (b

188. The report prescribed by section 120 of the Act must present the k Ing
information:

(1) the name of the proposed purchaser; @
(2) the designation of the securities to be purchased; e

(3) the purchases of securities subject to the bid cbconvertlble into such
securities made over the last 12 months;

(4) the number of securities subject to,ﬂwe bid or convertible into such
securities he and his joint actors intend to purchase(z)

(5) the dates of commencement and stl e end of the purchases;

(6) the terms and conditions %ntbﬁalated for the purchase;

(7)  the extent of the inte ? the purchaser, giving separately the securities
subject to the bid and the securitié nvertible into such securities;

(8) the purpose @Qusiness reasons for the purchases.

A purchaser w ets the rules of an exchange recognized by the Commission
for the purpose of 120 of the Act is exempted from the requirements prescribed
by the second par&aph of that section.

0O.C. 660-83(s.y%68; O.C. 1263-85, s. 48; O.C. 697-87, s. 20.

189. Q‘erage market price, used to establish the margin of variation, is obtained
by Ing the closing prices for the 20 days of market activity preceding the date of
nsaction, or, if the market only gives the highest and the lowest prices, the
gage of the daily averages between the highest and lowest prices over the same
riod

Where there is an organized market and the securities have been traded fewer
than 10 days of the 20 days of market activity preceding the date of the transaction, the
average market price is obtained by averaging the following prices determined for each
of those 20 days:
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1° the closing price or, if the closing price is not published, the average
between the highest and the lowest prices, for each day that there has been trading;

2° the average of the bid and ask prices for each day on which there was no
trading.

Where there is no organized market, the price arrived at and the method to c@
it require the approval of the Commission. '\

The price paid for the securities includes brokerage fees and comm%o‘os.
Where the exercise of an option to purchase securities wou

over bid provisions, the margin of variation is comprised of the ex
option and the exercise price of the option over the average matr,

f the cost of the

0.C. 660-83, s. 189: O.C. 697-87, s. 20. O

189.1. When a security is traded on more than op§8market and one such market is
within Canada, the prices, for the purposes of sect'% 9, are determined by reference

to that market.
,\Q

However, when a security is tradedﬁg more than one market within Canada or
only outside Canada, the prices are detgrm d by reference to the market on which the
greatest volume of trading of that s occurred during the preceding 20 days of

market activity.
5\5

189.2.  The notice to@ty holders prescribed by section 130 of the Act must
present the following i tion:

0.C. 697-87, s. 20.

(1) a detd{ed description of the change in the initial terms or of the change in
the facts on Wh@he take-over or issuer bid circular is based;

(2 ere applicable, the new expiry date for withdrawal, the new date up to
which ities may be deposited, and the new date by which securities deposited on
thatQ id expiry date must be taken up and paid for;

\ (3) the date of the amendment or of the change;

4) the certificate and the signatures in accordance with the provisions of
section 182.

0.C. 697-87, s. 20.
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189.3. The notice of change in the facts on which the circular of the board of
directors or the notice of a senior executive is based must present a detailed description
of the change, the statement prescribed by section 181 and must include the certificate
and the signatures in accordance with the provisions of section 182.

0.C. 697-87, s. 20.

189.4. The press release prescribed by section 142 of the Act must preser@
following information: '\

(1) the name of the purchaser; N
(2)  the designation of the securities purchased; e@

(3) the date of the transaction; 50

(4)  the number of securities purchased on that da@

(5) the highest price paid for the securities Q\& day;

(6) the aggregate number of securltle ased through the facilities of the
stock exchange since the commencement of th and the average price paid;

(7)  the resultant extent of th inh?e"st of the purchaser, showing separately
the securities subject to the bid and t onvertible into such securities.

If the purchase has been@ e by a person other than the offeror, the press
release must indicate the relatio the purchaser with the offeror.

0.C. 697-87, s. 20. O

189.5. The pre se prescribed by section 147.11 of the Act must present the

following inform é
ame of the purchaser;

@ the number and the designation of the securities purchased;

(3) the resultant extent of the interest of the purchaser in each class of the
@rltles of the issuer;

(4) the market where the order was executed,;

(5) the name of the transferee when the securities are acquired by way of
private agreements;
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(6) the purpose and business reasons for the purchases.
0.C. 697-87, s. 20.

189.6.  The report prescribed by section 147.11 or 147.12 of the Act must present the
information prescribed by section 189.5 and be signed by the purchaser.

This report may be substituted for by the press release mentioned in se@?
189.5 if it is signed by the purchaser. '\

Where there is a material change in respect of the information giver%fbe report,
a description of the change must be given.

O.C. 697-87. s. 20. é

189.7. The press release prescribed by section 147.15 or 517.16 of the Act must
present the following information: &O

(1) the name of the purchaser; /\
(2)  the designation of the securities p@d;
(3) theincrease in the interest of & purchaser;

(4) the resultant extent of erest of the purchaser giving separately the
securities subject to the bid and th ities convertible into such securities;

(5) the purpose and b@ ess reasons.
0.C. 697-87, s. 20. O
189.8.  The noti Qmscribed by section 147.21 of the Act must be filed with the
Commission an lished in a press release at least 5 days prior to the date of the
issuer bid and present the following information:

(1 e name of the issuer;

the class and number of shares or, in the case of debt securities, the

prg’ gal amount of securities sought;

(3)  where known, the dates on which the issuer bid will commence and close;
(4) the method of acquisition;

(5) the consideration to be offered;
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(6) the particulars of the method and time of payment of the consideration;
(7) the purpose and business reasons for the issuer bid;

(8) where known, the name of those who propose to tender or accept the
issuer bid amongst the following persons: senior executives of the issuer, associates or
affiliates of the issuer, insiders of the issuer and their associates; (b

(9) the benefit to any of the persons named in paragraph 8 of accr\@g or
refusing to accept the issuer bid;

)

(10) the particulars of any plans or proposals for material changes¥ the affairs
of the issuer, in particular, any contract or agreement under negotiati y proposal to
liquidate the issuer, to sell, lease or exchange all or a substantia of its assets, to
amalgamate it with any other business organization or to make aterial changes in
its business, corporate structure, management or personnel.

The notice must be signed by a senior executive(ﬁg;authorized by the issuer’s

board of directors. /\
0O.C. 697-87, s. 20. Q)
,\Q

TITLEV N
SECURITIES DEALERS AND ADVISI;@SD‘

CHAPTER |
REGISTRATION CATEGORIE 0

190. Persons required ﬁbgister as securities dealers or advisers apply to be
registered in one of the ries prescribed by the following sections.

0.C. 660-83, s. 19%2

191. A per 0 intends to practise as a dealer must apply for registration for
unrestricted Qrgctice, unless he intends to limit his activity to forms of investment or
types of t ctions calling for registration for restricted practice.

0.C -83, s. 191.
@ An issuer that restricts its activities to distributing a security issued by itself,
ithout exemption from issuing a prospectus, must apply for registration as an security

issuer.

0.C. 660-83, s. 192; O.C. 697-87, s. 21.
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192.1. A person, who intends to carry out transactions on options on commaodities
or currencies exclusively for the account of hedgers, is exempted from registration as a
dealer if it fulfills the following conditions:

(2) he is a member or an associate member of the Montréal Exchange;

(2) he is subject to the regulations and the rules of operation of the MontreB
Exchange with respect to those options;

(3) the person responsible for the trading of those options must mbet the
professional training required by the Montréal Exchange. Q)”

“Hedger” means: a person who normally carries on a profe act|V|ty which
exposes him to a price risk and who offsets that risk through tra jons on markets
where are traded options or commodities suited to protect him a@t that risk.

0.C. 1263-85, s. 49.

193. A person who intends to practise as a sﬁurltles adviser must apply for
unrestricted registration, unless he intends to limit I‘% tivities, in which case he applies
for a restricted activity registration. '\q

0.C. 660-83, s. 193. b“‘

194. A dealer with an unrestricted jge who intends to offer portfolio management
services is exempted from registra® s a securities adviser if it fulfills the following
conditions: 6

(1) the natural @Qns who perform the management are registered as
dealer's representatives;o

(2) it dra uitable operating rules to protect its clients’ interests;

3) @ects the rules prescribed in section 190 of the Act and paragraphs 2,
3 and 4 of sqCtigM 224 and sections 240 and 249 of this Regulation;

@2 in its application for registration as a dealer, it states that it intends to offer
por anagement services.

\é 660-83, s. 194; O.C. 697-87, s. 22.

CHAPTER II
REGISTRATION PROCEDURES

195. An applicant for registration as a securities dealer or adviser must submit his
application on Form 2.
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Except in the case of an security issuer, an application for registration must be
accompanied by financial statements and an auditor's report.

0.C. 660-83, s. 195; O.C. 697-87, s. 23.

196. An applicant for registration as a securities dealer or adviser must produce pr0§
of insurance or bonding providing the coverage required in section 213, at the {i

his application. '\

The Commission may grant an exemption, on the conditions that it %egmines, to
certain dealers with restricted practice.

O.C. 660-83, s. 196. é

197. An applicant for registration as representative of a sec@ties dealer or adviser
must submit his application on Form 3. &O

0.C. 660-83, s. 197. /\

198. An applicant for registration as a securitie er or advisor must include with his
application for registration the fees prescribed apter Il of Title VI.

0O.C. 660-83, s. 198. D

CHAPTER Il é
EFFECTS OF REGISTRATIONBO
199. Registration is vali ¥ it is cancelled. It requires the annual payment of fees
prescribed by Chapter Il dle VI.

0.C. 660-83, s. 19%2
200. If the @vescribed by section 270 are not paid, the Commission may suspend

the rights feJred by registration. -
OCQGag s. 200.

200. *The rights conferred on an security issuer by registration are suspended when
distribution is interrupted or terminated.

The suspension is lifted when the security issuer resumes the distribution or
commences the distribution of another security.
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However, the Commission may automatically cancel a registration when the
period of suspension exceeds one year.

0O.C. 660-83, s. 201; O.C. 697-87, s. 24.

202. The rights conferred by the registration on the representative of a securities
dealer or adviser are suspended in the following cases: (b

(2) he ceases to represent the securities dealer or adviser that h & he
represented at the time of registration;

4
(2) the securities dealer or adviser that he represents Jose%” the rights
conferred by registration.

The suspension is lifted when another dealer or adviser § s the Commission
that it has engaged him as a representative.

However, the Commission may automatically @g the registration of the
representative when the rights conferred by registratjgt have been suspended for more

than 6 months. Q)
2N

CHAPTER IV b‘

CONDITIONS TO BE MET @

203. A securities dealer or ai@ must have a principal establishment in Québec,
irecti is an officer residing in Québec.

0O.C. 660-83, s. 140.

under the direction of a pers&
The CommlssmrQu however, exempt a securities adviser from those

requwements on tern@_ Yy it.

0.C. 660-83, s. 203

204. An ligant who applies for registration as a representative o