A.SC.POLICY 49
ESCROW GUIDELINES- INDUSTRIAL ISSUERS

1 INTRODUCTION

1.1  Section 96(2)(f) of the Alberta Securities Act (the "Act”) provides that the Director (the
"Director") of the Alberta Securities Commisson (the "Commission”) shdl direct the
Regidtrar not to issue arece pt for aprogpectusif it appearsto the Director that an escrow
or pooling agreement that the Director consders necessary or advisable with respect to
securities has not been entered into. The purpose of this policy isto set out circumstances
inwhich the Director will usualy consider an escrow of securities of anindustria issuer to
be necessary or advisable, dong with generd guiddineswhich, once an escrow agreement
has been executed, will govern the release and transfer of the escrowed securities. This
policy applies to any issuer that files a prospectus in accordance with Form 12 of the
regulations to the Act (the "Regulations’) as an indudtrid issuer.

2. DEFINITIONS
21  InthisPolicy, the following definitions goply:

2.1.1 "Condderation" meansthe fair market vaue of tangible assats, a the time of thelr
acquidition by an issuer, (as are acceptable to the Director) that arelated security
holder has transferred to the issuer.

2.1.2 "Escrowed Securities’ means those securities that are subject to the escrow
agreement referred to initem 9 at the time of its execution.

2.1.3 "Equity Security" means acommonshare or any shareof any classor seriesof the
issuer which by itsterms confers on the holder thereof theright to participatein the
digtribution of assets upon voluntary or involuntary liquidation, dissolution or
winding-up of the issuer beyond a fixed sum or a fixed sum plus accrued
dividends.

2.1.4 "HFnd Recept Date' meansthe date on which the Registrar issuesareceipt for the
prospectus.

2.1.5 "Legd for Life Securities' means securitiesthat have been conditionally approved
for liging by a Canadian stock exchange and in respect of which the prospectus
states that named legal counse are of the opinion that the securities are digible
investments without resorting to the so-called "basket provisons' but subject to
generd investment provisons for insurance companies registered under the
Canadian and British Insurance Companies Act (Canada).
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2.1.6 "Net Proceeds per Security” means the offering price minus the amount on a per
security basis of the underwriter's or sales agent's commission.

2.1.7 "Net Tangible Assets Per Equity Security” means

2.1.7.1 the total net tangible assets of the issuer based on its latest financial
statements plus the net proceeds of any offering made prior to theclosing
of the distribution under the prospectus and minus the paid-up capita
attributable to dl securities ranking senior to the equity securities

divided by

2.1.7.2 the number of equity securities outstanding prior to the closng of the
distribution under the prospectus

and

2.1.7.3 where there are outstanding currently exercisable rights to purchase,
convert or exchange rdating to the equity securities, the calculation shall
be made on the basis that each such right, the exercise price of which is
less than the net proceeds per security of the related equity security, has
been exercised.

2.1.8 "Offering Price" meansthe price at which the securities offered by the prospectus
may be purchased by the public.

2.1.9 "Prdiminary Recept Date' means the date on which the receipt is issued for the
preliminary prospectus which relates to the prospectus.

2.1.10 "Prospectus’ means, where the execution of an escrow agreement isa condtion
of issuance of arecept for a prospectus, that prospectus.

2.1.11 "Redated Security Holder" means
2.1.11.1 apromoter of the issuer,

2.1.11.2 adirector or officer of the issuer who holds beneficidly, directly or
indirectly, more than 5% of any class of equity securities of the issuer, or

2.1.11.3 any person or company who holds beneficidly, directly or indirectly,
more than 10% of any class of equity securities of the issuer.

2.2 A person or company who has a right under a contract, whether written or oral and
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whether express or implied, in equity or otherwise, ether immediately or in the future and
ether absolutely or contingently, to, or to acquire or dispose of, equity securities of a
company, or to control the voting rights attaching to equity securities of acompany (except
any such right that providesthat the right is not exercisable until the death of an individua
designated therein) shall be deemed to have the same postion in relation to the equity
securities of the company asif he owned the equity securities.

3. APPLICABILITY OF ESCROW REQUIREMENTS

3.1  Securitiesand Security Holders

311

312

3.1.3

Subject to item 3.1.2, normdly only equity securities, the beneficia ownership of
which is held by related security holders, need be the subject of an escrow
agreement. Securities other than equity securities and securities held by persons
or companies who are not related security holders will generdly be exempt from
al escrow requirements.

Pledgees

If & the time of the filing of a prospectus any related security holder has pledged
al or any part of his equity securities, the pledgee will be subject to the same
escrow requirements as would have been gpplicableto the related security holder
had the securities not been pledged. Reference is made to item 8.2 regarding the
ease of transfer within escrow of pledged equity securities.

| ssuers

3.1.3.1 Gengdly, an escrow agreement will be required only when an issuer files
its first prospectus. However, the Director has the discretion to require
that an escrow agreement be entered into even though the issuer has
previoudy filed a prospectus if an escrow agreement conferring authority
upon the Director has not been previoudy executed or the existing
agreement is considered ingppropriate by the Director.

3.1.3.2 When a prospectusisfiled by an amagamated issuer, it will generdly be
regarded asthefirgt prospectusfiled by that issuer unlessaprospectushas
been previoudy filed by each issuer which has amagamated to form the
amagamated issuer. However, there may be situations where only one of
the amalgamating issuers has filed a prospectus but where that issuer's
operations have contributed the bulk of the net assets of, generate ahigh
percentage of the net income of, and effectively condtitute the essence of
the operations of the amagamated issuer so that it isappropriate that the
amagamated issuer be regarded as having previoudy filed a prospectus.
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314

3.15

Exemption for Issuers Subject to TSE Escrow

The Director will not congider an escrow agreement conferring authority upon the
Director to be necessary if the issuer has entered into an escrow agreement
conferring authority upon the Toronto Stock Exchange pursuant to The Toronto
Stock Exchange Founder Stock Policy Statement.

Exemption for Issuers With Certain Net Earnings

3.1.5.1 Theterm"net earnings’ asused in item 3.1.5.2 meansthe aggregate of net
earnings less net lossesfor the 5 completed financia years and the current
uncompleted financid year referred to item 3.1.5.2 after income tax but
before extraordinary items and after al declared dividends.

3.1.5.2 Where the issuer's prospectus qudifies equity securitiesof the sameclass
as those held by the related security holders and the net earnings, as
defined in item 3.1.5.1, per equity security of such class, of the issuer
based onitsaudited financid satementsfor thelast 5 completed financid
years preceding the filing of the progpectus and any unaudited financia
satementsincluded in the progpectusfor the current uncompleted financia
year isa least 50% of the offering price, an escrow agreement will not be
required. The calculation of net earnings per equity security must be made
on a fully-diluted basis and take into consderation al equity securities
issued or proposed to be issued prior to the closing of the digtribution
made under the prospectus. Only net earningsrelated to the same class of
equity securities as those offered under the prospectus may betaken into
account.

4. NUMBER OF ESCROWED SECURITIES

4.1

4.2

The number of equity securitiesof theissuer to be escrowed shal be the aggregate number
of equity securities held by al reated security holders minus the number which may be
deducted under items 4. 1.1 and 4.2.

41.1

Securities Represented by Net Tangible Assets

In caculaing the number of equity securities of related security holders to be
escrowed, theremay be deducted that number obtained by multiplying the number
of equity securities owned beneficidly by related security holders by the net
tangible assets per equity security and dividing that number by the offering price.

Securities for Which Consideration |s Sufficient
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4.2.1 Inaddition to any deduction permitted under item 4.1, in caculating the number
of equity securities to be escrowed, the following may be deducted:

4.2.1.1 dl equity securities which were acquired by related security holdersmore
than one year prior to the preliminary receipt date for consderation equal
to at least 60% of the offering price.

4.2.1.2 dl equity securities which were acquired by related security holdersmore
thantwo yearsprior to the preliminary receipt date for consideration equal
to at least 45% of the offering price.

4.2.1.3 dl equity securities which were acquired by related security holdersmore
than three years prior to the preliminary receipt date for consderation
equal to at least 25% of the offering price.

S. INFORMATION TO BE FILED

5.1

To assst in determining the number of shares subject to escrow, the staff of the
Commission will request, when gppropriate, the following information with respect to an
iSsuer:

5.1.1 thenames and addresses of

5.1.1.1 dl related security holders, and

5.1.1.2dl asociates and affiliates of related security holders who own
beneficidly, directly or indirectly, equity securities of the issuer;

5.1.2 thenumber of equity securities of the issuer held by the persons and companies
referredtoinitem 5.1.1;

5.1.3 thedate of acquisition of al equity securitiesreferred to initem 5.1.2;

5.1.4 the purchase price or consderation dlocated for the acquisitions of al equity
securitiesreferred toinitem 5.1.2 and how the val ue was determined in each case.

6. CANCELLATION OF PREVIOUSLY ISSUED SECURITIES

6.1

Except with the consent of the Director, which will be granted only in unusud
circumstances, the number of equity securitieswhich are subject to the escrow agreement
may not exceed 70% of the number of equity securitiesof that classoutstanding after giving
effect to the distribution to which the prospectus rdates. If more than 70% would occur,
the Director will congder whether it gppears to him that it is not in the public interest to
issue areceipt for the progpectus unless asufficient number of equity securitiesare donated
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back to theissuer for cancellation so that the number of equity securitieswhich are subject
to the escrow agreement does not exceed 70%.

7. RELEASES

7.1  Legal for Life Securities

711

712

If the escrowed securitiesarelegd for life securitiesand if theissuer intendsto use
the proceeds of the offering to which the prospectus relates to carry onthesame
type of business as it has been engaged in for a period of at least three years
immediatdly prior to the preliminary receipt date then the escrowed securities will
be released asfollows:

7.1.1.1 immediady after nine months following the fina receipt deate, 10% of the
escrowed securities,

7.1.1.2 immediady after each of the first and second anniversaries of the initia
release, 45% of the escrowed securities.

Item 7.1 may not be used in conjunction with item 7.2 or 7.3.

7.2  Thirty Per Cent or Less Escrowed Securities

7.2.1 Where the number of escrowed securities represents not more than 30% of the

number of equity securities of the issuer which are issued and outstanding after
giving effect to the distribution under the prospectus, the escrowed securities will
be released as follows:

7.2.1.1 immediady after nine months following the find recaipt date,  10% of
the escrowed securities;

7.2.1.2 immediately after each of the first, second and third anniversaries of the
initial release, 30% of the escrowed securities.

7.3  MoreThan Thirty Per Cent Escrowed Securities

7.3.1 Where the number of escrowed securities represents more than 30% of the

number of equity securities of the issuer which are issued and outstanding after
giving effect to the distribution under the prospectus, the escrowed securitieswill
be released asfollows:

7.3.1.1 immediady after nine months following thefind receipt date, 10% of the
escrowed securities,

7.3.1.2 immediady after each of the first, second and third anniversaries of the
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1.4

7.5

7.6

1.7

initial rdease, 20% of the escrowed securities;

7.3.1.3 immediately after the fourth anniversary of the initid release, 30% of the
escrowed securities.

Releases on Death

74.1

In addition to the releases provided in items 7.1, 7.2 and 7.3, upon the death of
any related security holder who is an individua, escrowed securities may be
released o that one-third of the escrowed securities of the related security holder
have been released after the date of degth, two-thirds of the escrowed securities
of the related security holder have been released after the first anniversary of the
date of desth and al of the escrowed securities of the related security holder have
been rel eased after the second anniversary of the date of desth, provided thet prior
to any release pursuant to this item the Director has been informed by notice in
writing of the date of degth of the related security holder.

Discretionary Releases

7.5.1

In exceptional cases, securities may be released from escrow with the written
consent of the Director, if requested by letter Sgned by the issuer and affected
related security holder(s) setting out the unusua circumstances which lead these
parties to believe that a release of al or part of the escrowed securities is
appropriate, together with a copy of the escrow agreement.

Pro Rata Releases

7.6.1

All releases, other than those prescribed under item 7.4, shal be made pro rata
among the related security holders unless the related security holders or those
affected related security holders agree otherwise in writing to an other than pro
ratarelease of escrowed securities. If other than apro rats, release is so agreed
upon and provided for in the escrow agreement, suchreleases will be automeatic;
otherwise, the Director's consent will be required.

Failed Distributions

7.7.1

If the offering of securities to which the prospectus relates is not completed
because the underwriter does not purchase the securities or the minimum number
of securitieswhich must be soldisnot sold and if theissuer has becomeareporting
issuer as a result of the filing of the prospectus and the issuance of a receipt
therefor, the escrow shdl remainin full force and effect until after the Commission
ordersthat theissuer shal be deemed to have ceased to be areporting issuer. An
issuer who obtains such an order from the Commission may file a copy of such
order together with a copy of the escrow agreement and awritten request for the
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7.8

7.9

release from escrow of all escrowed securities with the Director who shall, after
receipt of this materia, consent to the release from escrow of al the escrowed
securities.

Regulators Act Individually

7.8.1

If the escrow agreement also confers authority upon other regulators, arelease by
the Director of the escrowed securities will not necessarily result in the release
fromescrow of such securities. The consent of each regulator named in the escrow
agreement must be individually requested and obtained.

Transitional Provisions

7.9.1

Where an escrow agreement conferring authority upon the Director, has been
entered into on or before January 1, 1985 by an indudtrid issuer, the issuer may
apply to the Director for discretionary releases of the escrowed securities and the
Director shdl, in exercising his discretion, be governed by the provisons of item
7 S0 that the issuer and related security holders are placed in the same position as
if this policy had been in force at the time the escrow agreement was executed.

8. TRANSFERS WITHIN ESCROW

8.1

8.2

8.3

Transfer Only With Consent

811

Unless an escrow agreement which has been accepted by the Director otherwise
provides, escrowed securities may not be sold, assigned, pledged, hypothecated,
dienated, trandferred within escrow or in any other manner dedlt with, without the
written consent of the Director being first obtained or except as may be required
by reason of the deeth or bankruptcy of any related security holder, in which case
the escrowed securities shall be held subject to the escrow agreement for the
person or company which shdl be legaly entitled to be or to become the
registered owner thereof.

Pledges

821

8.2.2

8.2.3

Escrowed securities may only be pledged subject to the terms of the escrow
agreement.

A pledgee who in the course of redlizing upon his security has acquired beneficid
ownership of escrowed securities shall hold them subject to the terms of the
escrow agreemen.

Except under unusua circumstances, the Director will consent to arequest, by a
pledger or pledgee, for atransfer of escrowed securities within escrow.

Requests
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8.4

8.3.1

Where consent to transfer escrowed securities within escrow is required, the
request for such consent shal be made in writing by letter sgned by theissuer and
the affected related security holder addressed to the Director and shal be
accompanied by a copy of the escrow agreement. However, where the issuer
refusesto sign the request I etter, theletter may, inlieu of the Sgnature of theissuer,
contain the related security holder's explanation as to why the issuer has refused
to agree to the request for transfer within escrow.

Consent Only Relates to Escrow

84.1

8.4.2

In some cases requests will be made to transfer within escrow securities, the
transfer of which will be a digtribution as defined in the Act because of the
goplicahility of sections 109 to 112, inclusive, of the Act or of provisons of the
Regulations. It isthe responsbility of the related security holder to ensure that the
requirements of sections 54 and 81 of the Act are complied with upon the transfer
of securities within escrow. The consent of the Director to the transfer within
escrow of escrowed securities does not in any way affect this respongbility.

Whentherdated security holder requesting thetransfer within escrow of securities
isan ingder of the issuer, heis obligated, if the transfer is approved and effected,
to file an ingder report disclosing such transfer in accordance with the provisons
of Part 14 of the) Act. Neither the request to the Director for consent to the
transfer within escrow of escrowed securities or thegranting of such consent inany
way dffects the obligations of a related security holder to comply with the
requirements of Part 14 of the Act.

FORM OF THE AGREEMENT

9.1

9.2

9.3

Written Agreement

911

Whenever an escrow isrequired of securities, theissuer and each related security
holder whose securities are to be escrowed shal enter into a written escrow
agreement which shdl provide that the securities which are the subject of the
escrow are to be held by atrust company, registered under the Trust Companies
Act, which isindependent of the issuer and dl related security holders.

Filing Copies

921

Form

931

One fully executed or notarid copy of the escrow agreement shdl befiled with the
Commission prior to the issuance of the receipt for the prospectus.

The escrow agreement may be prepared in accordance with Form 17 of the
Regulations or may be prepared in another form which incorporatesthe provisons
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of this policy and is acceptable to the Director. The issuance by the Registrar of
areceipt for the progpectus shal congtitute evidence of acceptance by the Director
of the form of the escrow agreement. If the escrow agreement is prepared in
accordance with Form 17, the Director will, when exercisng his discretion
thereunder, be guided by the provisons of this palicy.

Effective datee March 15, 1987
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