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(“CNSX Markets”) as a Designated Offshore Securities Market

Dear Mr. Dudek:

I am wr1t1ng on behalf of CNSX Markets Inc. (formerly Canadian Trading and Quotation System
Inc.),! to request that it be a “designated offshore securities market” for the purposes of
Regulation S (“Regulat1on S”)? promulgated under the Securities Act of 1933, as amended (the
“Securities Act”).> This designation is being sought in order to assist market participants who
are eligible for the safe harbor provided by Rule 904 of Regulation S in satisfying the
requirements specified in that rule when reselling securities “in, on or through the facilities of”
CNSX Markets.

CNSX Markets is recognized by the Ontario Securities Commission (“OSC”), which is its
primary regulator, as a stock exchange subject to full OSC oversight. As described more fully on
page 4 in the section on The CNSX Markets’ Market Structure, CNSX Markets presently
operates two separately branded “markets”: the Canadian National Stock Exchange (“CNSX”),
which is the listed market, and Pure Trading, a facility that trades securities of companies listed
on designated Canadian stock exchanges as per the recognition order of the OSC for CNSX
Markets. Currently, those stock exchanges are the Toronto Stock Exchange (“TSX™) and the
TSX Venture Exchange (“TSX-V”), which are also designated offshore securities markets. For

The name change to CNSX Markets Inc. was made solely for branding purposes and no other changes were
effected.

2 17 CFR § 230.901 et seq.

3 15USC § 77a-aa.
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your reference, we have included an organizational chart displaying the structure of CNSX
Markets, attached as Exhibit A.

The designation of CNSX Markets as a designated offshore securities market is of significance to
both CNSX Markets and the Canadian capital markets as a whole. The origin of CNSX Markets
is based, in part, on the establishment by the Canadian Securities Administrators (“CSA”)* of a
framework for encouraging the development of competing marketplaces in Canada. This
regulatory objective was reflected in the development of rules governing “alternative trading
systems” (ATSs), but applies equally to the development of competing stock exchanges in a
market dominated by one incumbent stock exchange group (as described below). In describing
the purpose of these rules (which serve a purpose similar to that of Regulation ATS), the CSA
stated: '

National Instrument 21-101 allows ATSs to compete with
traditional markets, like exchanges. Creating an environment that
allows for competition among markets will give investors choices.
We believe that allowing such competition will stimulate
innovation and encourage markets to offer better features and
services to their members and subscribers at lower costs.

National Instrument 21-101 also provides improved market
transparency for marketplaces... so that all buyers and sellers of a
security have access to the best price for execution.’

The fact that CNSX Markets is not, at present, a designated offshore securities market, places it
at a disadvantage to the Toronto Stock Exchange (“TSX”), the incumbent Canadian stock
exchange, which was so designated when Regulation S was first adopted. As a result of this
distinction, since a seller on CNSX Markets’ Pure Trading facility, under Rule 904, has an
affirmative obligation to determine that a buyer is not a U.S. person (as opposed to the ability to
effect an open market transaction for the same security on the TSX, provided the seller and its
agents do not knowingly sell to a U.S. person), such trades on CNSX Markets are subject to
additional manual constraints on trading. Traders therefore are motivated to bypass better priced
orders on CNSX Markets’ Pure Trading facility and will instead effect such trades exclusively on
the TSX by virtue only of the designation by the Securities and Exchange Commission of the
TSX.

4 The Canadian Securities Administrators is an umbrella organization through which the Canadian provincial

and territorial securities regulatory authorities coordinate securities regulation and formulate uniform rules and
policies. ,

> See Notice of National Instruments, Companion Policies and Forms—Regulation of Marketplaces and Trading

(2001) 24 OSCB (Supp) at p 100.
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Since the characteristics of the buyer in Rule 904 trades on CNSX Markets constitute a “special
term” of the trade, better priced orders can be bypassed notwithstanding Canadian “best price”
requirements, resulting in a disadvantage to both buyers represented in CNSX Markets quotes

and investors seeking to sell their securities on Canadian marketplaces in accordance with Rule
904.

As part of the request that CNSX Markets be designated as a “designated offshore securities
market,” CNSX Markets is requesting, for greater certainty, that both CNSX and Pure Trading
be specifically named in that designation. We believe that this request is consistent with prior
SEC no-action letters, such as Eurolist Market and the Alternext Market (available March 16,
2007), Tokyo Stock Exchange, Inc. (available August 20, 2004), and Stock Exchange of Hong
Kong Ltd. (available June 27, 2000).

We submit that our application for designation is deserving on its merits, furthers Canadian goals
of fostering competing marketplaces and fosters investor protection by ensuring that investors
availing themselves of Rule 904 will receive the best available price in accordance with
Canadian trade-through protections.

As discussed below, CNSX Markets has the attributes specified in Rule 902(b)(2) of Regulation
S.

Background

CNSX Markets was recognized as a quotation and trade reporting system (“QTRS”) by the OSC
on February 28, 2003. It was the first new equity marketplace to be recognized in Canada since
the 1mplementat1on of National Instrument 21-101 — Marketplace Operation (“NI 21-101”) by
the CSA.® On May 7, 2004, the OSC recognized CNSX Markets as a stock exchange instead of
a QTRS - a status similar to that of a national securities exchange in the United States. In
accordance with the Canadian model for exchange oversight, in reliance on the OSC’s
recognition order (which is attached, as amended, as Exhibit B), CNSX Markets is exempted
from separate recognition as a stock exchange by the Alberta Securities Commission, the British
Columbia Securities Commission and the Manitoba Securities Commission and is authorized,
with appropriate exemptions, by the Québec Autorité des marchés financiers to carry on the
business of securities trading in Québec (these regulators being referred to collectively hereafter
as the “Exempting Regulators”). As no other provincial or territorial securities regulatory
authority in Canada requires CNSX Markets to be recognized or exempt, the foregoing allows
CNSX Markets to operate as a national stock exchange in Canada.

®  NI21-101 is available at https://www.osc.gov.on.ca/Regulation/Rulemaking/Current/Part2/rule_20080905 . 21-

101_unofficial-consolidated.pdf.
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NI 21-101 together with National Instrument 23-101 — Trading Rules establish the framework
within which all exchanges and ATSs must operate in Canada, ensuring that any marketplace
operating in Canada meets standards designed to ensure fair and efficient markets. CNSX
Markets is thus subJ ect to the same regulatory framework and Commission oversight as the TSX
and the TSX-V.” All of CNSX Markets’ public interest rules and policies are subject to OSC
approval following public notice and comment.

CNSX Markets admits to trading on an unrestricted basis every dealer that meets the conditions
of admission (membership), provides equal access to services for each such dealer and has the
power to discipline dealers for breaches of applicable rules.

The CNSX Markets’ Market Structure

CNSX Markets presently operates two “markets”: the Canadian National Stock Exchange,
providing listing, trading and market information services for small and medium-sized public
companies, and Pure Trading, a facility that provides trading and market information services for
the securities of companies listed on designated Canadian stock exchanges (currently, the TSX
and TSX-V, which are also designated offshore securities markets). All operations are carried
out through CNSX Markets Inc., and “CNSX” and “Pure Trading” are used for branding
purposes to distinguish between the two different facilities. Trading on Pure Trading (of
securities listed on another exchange) occurs in a manner that is functionally the same as trading
on U.S. exchanges pursuant to unlisted trading privileges. We note that the term “markets” is
used here generically, as opposed to “marketplaces” which is the defined term in Canada for a
regulated exchange, quotation and trade reporting system or ATS.

For both markets, investment dealers (“Dealers”), who must be Canadian registrants and
members in good standing of the Investment Industry Regulatory Organization of Canada
(“IIROC”) (the successor to the Investment Dealers Association of Canada and Market
Regulation Services Inc. (“RS™),® which is described later in this letter), must agree to be bound
by CNSX Markets’ rules (including the Universal Market Integrity Rules (“UMIR”) applicable
to trading on all Canadian marketplaces and CNSX Markets-specific trading rules) and to be
subject to CNSX Markets’ enforcement and disciplinary jurisdiction. CNSX Markets may refuse
to accept an applicant, or accept an applicant subject to terms and conditions if it believes that

7 The TSX-V is the successor to CDNX, which was formed by the merger of the Vancouver Stock Exchange

and the Alberta Stock Exchange (and later, the Winnipeg Stock Exchange), and on-this basis, we understand it is
also a designated offshore securities market. Both the TSX and TSX-V are wholly-owned subsidiaries of the TMX
Group Inc.

8 On June 1, 2008, RS merged with the Investment Dealers Association of Canada to form the Investment

Industry Regulatory Organization of Canada (“IIROC”), the Canadian member firm and marketplace self-regulatory
organization. IIROC performs a function similar to the Financial Industry Regulatory Authority (“FINRA”) and the
market regulation divisions of U.S. stock exchanges.
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the Dealer will not comply with CNSX Markets requirements, is not qualified by reason of
integrity, solvency, training or experience, or it is otherwise not in the public interest to accept
such Dealer. Any Dealer who is refused acceptance, or granted acceptance on limited terms and
conditions, will be provided with the reasons for the decision and has a right of appeal to the
CNSX Markets Board and then to the OSC. However, once they have been approved, CNSX
Dealers must comply with all CNSX Markets requirements.

A CNSX Dealer has access to both CNSX and Pure Trading. IIROC administers the same
market regulation requirements for CNSX Markets to which the TSX and TSX-V are subject.
These market regulation requirements include market surveillance, timely disclosure policy
administration, trade desk compliance and investigations and enforcement. IIROC also monitors
and enforces compliance with the CNSX Markets’ Fair Prices rule. CNSX Markets performs the
following additional regulatory functions not performed by IIROC: assessing market maker
performance and monitoring ongoing compliance with CNSX Markets’ order entry rules.

Both CNSX and Pure Trading are fully automated electronic central limit order books
(continuous auction markets), functionally similar to the TSX and TSX-V marketplaces. Dealers
with access are able to enter orders to buy or sell securities. Orders are queued in accordance
with priority rules (price and time). When a match is made a trade occurs and is confirmed to the
respective Dealers and to the Canadian Depository for Securities Limited (“CDS”), a recognized
clearing agency, for settlement. CDS is the Canadian equivalent of The Depository Trust &
Clearing Corporation (“DTCC”). CNSX Markets complies with the pre-trade and post-trade
transparency requirements set out in NI 21-101.

CNSX

CNSX has its own entry-level listing standards (minimum working capital of at least $100,000,
active business, minimum public distribution and integrity of principals) that allow the refusal of
companies whose financial condition, capital structure or insiders give rise to market integrity
concerns. With respect to the minimum public distribution for CNSX-listed stocks, CNSX has,
as a minimum requirement, that at least 150 public holders own a total of at least 500,000 freely
tradable shares of the company on listing, representing a minimum of 10% of the issued share
capital, a requirement that is similar to that of other exchanges in Canada.

CNSX-listed issuers are also subject to ongoing enhanced disclosure requirements detailed
below.

Enhanced Disclosure Model of Regulation for CNSX

CNSX-listed issuers are required to make extensive disclosures and are required to certify to
CNSX that such disclosures are true and complete. CNSX listing rules govern material
transactions and the issuer is required to ensure it complies with CNSX’s rules. Fundamental
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changes (such as reverse takeovers) require advance approval.” CNSX conducts periodic and ad
hoc reviews of a listed issuer’s disclosures to ensure compliance with its rules.

Applications for listing on CNSX are supported by a listing statement (the “Listing Statement™).
The Listing Statement includes prospectus-level disclosure, including specified consolidated
financial information; Management’s Discussion and Analysis; and audited and interim financial
statements. It is reviewed by CNSX’s listing team to ensure it is complete and that the company
meets the minimum standards for listings. Insiders of applicants are required to complete
Personal Information Forms, disclosing such things as prior criminal offences, regulatory
enforcement actions and bankruptcy proceedings, and are subject to the same background
investigations that are performed for companies listed on the TSX and TSX-V.

To be listed on CNSX an issuer must be a reporting issuer or the equivalent in a jurisdiction in
Canada. All CNSX-listed issuers are automatically reporting issuers in Ontario, because CNSX
Markets is a recognized exchange, and may also be a reporting issuer in one or more other
provinces.

Reporting issuers are required by Canadian securities laws to file unaudited interim financial
statements every quarter, annual audited financial statements and an Annual Information Form
(which is the basic annual report required of all Canadian reporting issuers). All statutory
continuous disclosure documents are required to be posted in The System for Electronic
Document Analysis and Retrieval (SEDAR) and CNSX provides links to SEDAR as part of its
Listing Disclosure Hall on the CNSX website at www.CNSX.ca (the “Website™).

CNSX-listed issuers are required to disclose information over and above that mandated by
applicable securities laws (see below), and must post and update that information on the Website,
a central repository of issuer and trading information for investors. These disclosure obligations
are comparable to (and, in many instances, higher than) those for issuers on the TSX or TSX-V.
As noted above, in order to qualify for listing, CNSX Markets issuers prepare and post the
Listing Statement. The Listing Statement itself must be updated annually and refiled, just like an
Annual Information Form. To continue to qualify for listing, every CNSX issuer must post press
releases to disclose all material information, along with notices of corporate transactions (similar
to the documentation provided to the TSX and TSX-V by their listed issuers, which is considered
public but which is not as easily available for viewing).

To maintain its listing, CNSX requires a listed issuer to file a Monthly Progress Report (“MPR”)
and a quarterly update to the Listing Statement (see Form 7 and Form 5, respectively, attached as
Exhibit C). The MPR must be posted before the opening of trading on the fifth trading day of
each month. The MPR is not intended to replace the issuer’s obligation to separately report
material information forthwith upon the information becoming known to management or to post

Policy 8 of the CNSX Markets Issuer Policies.
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the forms required by the CNSX Listing Policies. The MPR is intended to keep investors and the
market informed of the issuer’s ongoing business and management activities that occurred during
the preceding month. Issuers are advised not to discuss goals or future plans unless they have
crystallized to the point that they are "material information" as defined in the CNSX Listing
Policies. The discussion in the MPR must be factual, balanced and non-promotional. The
quarterly update to the Listing Statement must include an update for investors, Management’s
Discussion and Analysis and the unaudited quarterly financials.

In addition to CNSX-specific rules, CNSX-listed issuers are subject to the same Canadian timely
disclosure rules (i.e., equivalent to SEC current report and U.S. stock exchange press release
requirements) as TSX and TSX-V-listed issuers arising under Canadian securities laws, and
those rules are administered and monitored by IIROC as the regulation service provider to CNSX
Markets.

The disclosure requirements of CNSX are higher than those for issuers on the TSX or TSX-V in
the following areas, which are each unique to CNSX:

1. the requirement for a MPR;
2. the requirement for a quarterly update to particular sections of the Listing Statement;

3. the requirement for an annual update to the Listing Statement (even if an Annual
Information Form is-not required);

4. the requirement to post the results of a securities placement; and

5. the requirement to file a Form 10, which obliges CNSX-listed issuers to make prompt
public disclosure of significant transactions or developments (including but not limited to
material acquisitions, dispositions, options and joint venture agreements or license
agreements, as well as transactions or series of transactions with a related person).

The Website displays both the information posted by each CNSX-listed issuer and market data.
Investors can access timely and meaningful disclosure concerning issuers, trading information
and market data on the Website.

In addition to disclosure requirements, CNSX-listed issuers are subject to certification
requirements. A senior officer or director of a CNSX-listed issuer is required to certify in the
MPR that there is no material information concerning the issuer which has not been publicly
disclosed, that all information in the MPR is true, and that the issuer is in compliance with all
applicable securities legislation (as such term in defined in National Instrument 14-101) and all
CNSX requirements (see Form 7 in Exhibit C). Similarly, a senior officer or director of a
CNSX-listed issuer must certify in the quarterly update to the Listing Statement that there is no
material information concerning the issuer which has not been publicly disclosed, that all
information in the quarterly update is true, and that the issuer is in compliance with all applicable
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securities legislation and all CNSX requirements (see Form 5 in Exhibit C). A certification is
also required with respect to significant corporate transactions or developments, including related
party transactions (see Form 10 in Exhibit C). CNSX certification requirements ensure that
issuers’ management turn their minds to compliance with applicable rules, and help foster a
compliance culture.

Monitoring compliance with the timely disclosure rules and surveillance of overall market
integrity is performed by IIROC. IIROC also investigates potential instances of insider trading
and market manipulation and forwards the results to the relevant securities commission(s) for
follow-up action, including to FINRA and U.S. exchanges.'® IIROC also directly enforces
UMIR and its conduct rules against Dealers and their personnel. (Please note that IIROC carries
out similar activities for Pure Trading, as applicable - i.e. any monitoring of issuer-related rules
such as timely disclosure is already done on behalf of the listing exchange, but general market
integrity surveillance is carried out on behalf of Pure Trading.)

CNSX undertakes periodic compliance reviews to determine issuers’ compliance with applicable
CNSX rules. These are on an ad-hoc basis (e.g., following up on a complaint from an investor or
IIROC) and a systematic basis (periodically reviewing an issuer’s entire continuous disclosure
record). CNSX Markets uses a risk analysis to prioritize reviews, similar to that used by the
Commissions in their continuous disclosure review programs. CNSX does not make on-site
inspections of listed issuers but IIROC does conduct periodic on-site inspections of Dealers.

CNSX’s sanctions for issuer non-compliance include suspension and delisting.
Listing Fees

CNSX charges listed issuers an initial, one-time fee of $10,000 and a fixed maintenance fee of
$300 per month ($3,600 per annum).

The Trading System

The Trading System (the “System”) is screenbased and fully automated. The System provides
Dealers with order display, including price and volume, recent trade history and other market
information. The System is open for trading during regular trading hours on all business days.
Dealers are able to access the System on a secure basis and are able to configure the display of
the System to their individual preferences.

10 IROC is an affiliate member of the Intermarket Surveillance Group, comprised of 31 exchanges around the

world, including all major stock exchanges, whose mandate is to promote effective market surveillance among
international exchanges. In addition, the CSA has an extensive cooperative enforcement relationship with the SEC.
See the Memorandum of Understanding between the SEC and the OSC, and the Quebec and British Columbia
securities authorities dated January 7, 1988.
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CNSX has operated since inception with no significant interruption of trading. On October 17,
2008, CNSX Markets successfully migrated trading of CNSX-listed issuers to the same trading
engine as for Pure Trading, which is more powerful.

Order Entry and Handling: Market Makers

CNSX provides trading fee incentives to Dealers willing to become market makers in an issuer's
stock and market makers have an exclusive privilege to enter orders on behalf of another dealer
(in their designated stocks). CNSX’s system of voluntary market-making is open to all approved
traders who are employed by any of CNSX’s 87 participating Dealers. Market makers on CNSX
are required to maintain a two-sided market. This ensures that, for those stocks with a market
maker, there is always a bid or an offer available to any investor coming in through any Dealer.
The number of securities that do not have a market maker varies from time to time. As of
February 28, 2008, 70% of listed equity securities had at least one market maker posting bids and
offers.

CNSX Trading Fees

The price schedule for trading equity securities (shares, warrants and rights) on CNSX is as
follows:

For securities trading at or above $1.00, $0.0014 per share with a maximum fee of $50.00 and a
minimum fee of $1.00 per trade. For securities trading below $1.00, $0.0006 per share with a
maximum fee of $50.00 and a minimum fee of $1.00 per trade.

Odd lot trades are charged at the same rate per side with the maximum fee per side reduced to
$0.50 and with no minimum fee.

Crosses are charged a flat fee of $9.75 per trade.

Designated Market Makers® passive orders, in their designated stocks, receive a credit of $.0003
per share per trade for stocks trading below $1.00 and $.0007 for stocks trading at or above
$1.00, with a maximum credit of $25 per trade. This credit is also applied to any and all Market
Maker odd lot trades in their designated stocks, to a maximum of $.50 per trade.

There are no monthly access fees for Dealers participating in CNSX.

Pure Trading

CNSX Markets’ facility, Pure Trading, was the first competitor to the TSX in Canada to offer a
fully electronic, continuous auction market trading TSX-listed securities. Like regional
exchanges and ECNs in the United States, Pure Trading competes based upon speed, costs and
the features of its trading system. Access to Pure Trading is available to all CNSX Dealers. Any
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TSX-listed security is eligible to trade on Pure Trading as long as it has not been suspended or
delisted by the TSX. In addition CNSX Markets and ITS Online Ltd. (“ITS”) provide “Pure
Compass,” a smart order router, which offers clients the opportunity to connect to Canadian
marketplaces (regulated exchanges, quotation and trade reporting systems and ATSs) with a
single point of access that efficiently meets their regulatory and best execution obligations with a
high capacity/low latency application.

As TSX-listed companies, such issuers are subject to the disclosure and other Canadian securities
law requirements applicable to Canadian reporting issuers. As noted above, the TSX has been
included in Rule 902(b) as a designated offshore securities market since the adoption of the rule
and TSX-V has also been included. As a trading facility operated by a recognized Canadian
stock exchange, Pure Trading is subject to the same OSC oversight as the TSX. Pure Trading
operates on a state-of-the-art electronic trading platform that is licensed from NASDAQ-OMX
and is used in several larger exchanges around the world.

Pure Trading Fees

Each CNSX Dealer must pay a one-time application fee of $2,500 plus GST with their
completed application and a monthly basic trade fee of $500.

Trading fees and rebates in the continuous auction market on Pure Trading are based on the
standard industry “active”/*passive” model. The “passive” side of each trade is the order that is
entered into the electronic order book and is the “liquidity provider” while the “active” side is the
order that is entered later and is matched with the passive order to create the trade. The active
side of the trade is therefore the “liquidity taker” and is charged a fee while the passive side earns
a rebate. The fees and rebates are currently as follows:

For TSX-V securities:

There is no fee charged for the passive side of a trade.

There is a fee of $0.50 for each “same day” active order resulting in a trade, no matter how many
passive orders it interacts with. These fees are capped at $5,000 per month per participating
dealer. Participating dealers may instead elect in advance to pay a fee of $3,000 per month for
the right to remove an unlimited amount of liquidity, i.e., they may place an unlimited number of
active orders for $3,000 per month.

For TSX securities:

Securities trading for less than $1.00
Fees to Take Liquidity $0.0026
Liquidity Provider Rebate

Monthly passive volume: X<=60MM shares $0.0018
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Monthly passive volume: X>60MM shares $0.0022

Securities trading for $1.00 and above
Fees to Take Liquidity $0.0037
Liquidity Provider Rebate
Monthly passive volume: X<=15MM shares $0.0027
Monthly passive volume: X>15MM shares $0.0032

Trades occurring in the market-on-open facility will have each side designated as active or
passive, according to time priority, and will either be charged a fee or earn a rebate on the same
terms as in the continuous auction market. Trades in debentures will not be included in the
calculation of monthly passive volumes to determine the liquidity provider rebate, and will be
priced accordingly.

Debentures or Notes (Per $1.000 Par Value)
Fees to Take Liquidity $0.09
Liquidity Provider Rebate $0.07

Intentional crosses are not charged a fee and do not earn a rebate.

Market Activity

As shown on Exhibit D, in 2007, CNSX traded about 400 million securities in more than 32,000
trades with a value of approximately $230 million. The average trade value was $7,057 which
reflects the fact that participation in the CNSX market is largely by retail investors rather than
institutions. This compares with an average trade value of $5,184 on the TSX-V over the same
period, which also has a largely retail investor base.

There are over 120 securities listed on CNSX (including Province of Manitoba Bonds) and the
market capitalization of all securities listed on CNSX Markets is around $560 million. In 2007,
CNSX-listed issuers raised more than $220 million in new capital, much of that after listing.

Volumes on Pure Trading regularly exceed 9 million shares per day. Pure Trading typically
accounts for more than 5% of the combined national, daily trading activity in over 50 of the most
actively traded Canadian-listed securities. See also Exhibit D.

Corporate Governance

CNSX Markets is a private company with its head office in Toronto and another office in
Vancouver. '
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Independent Directors

CNSX Markets believes that arrangements with respect to the appointment, removal from office
and functions of the persons ultimately responsible for making or enforcing the rules of CNSX
Markets, namely, the governing body, are such as to ensure a proper balance between the
interests of the different entities desiring access to the facilities of CNSX Markets and companies
seeking to be listed on CNSX.

The constating documents of CNSX Markets as supplemented by a unanimous shareholders’
agreement provide that its Board will have a minimum of five and a maximum of 13 directors.
In order to ensure a diversity of representation on the Board, the recognition order provides that
at least 50% of the Board shall be independent directors. An “independent” director is one who
is not an associate or a partner, director, officer, employee or shareholder of a CNSX Dealer, an
officer or employee of CNSX Markets or an affiliate, a person owning or exercising control over
10% or more of the outstanding voting securities of CNSX Markets (a “significant shareholder”)
or any affiliate or associate of any such person.

Accordingly, CNSX Markets’ independent directors are individuals who are not connected with
its significant shareholders, management or marketplace participants.

Capacity and Integrity of Systems

For each of its systems that support order entry, order routing, execution, data feeds, trade
reporting and trade comparison, capacity and integrity requirements, CNSX Markets:

(a) on a reasonably frequent basis, and in any event, at least annually,
(i) makes reasonable current and future capacity estimates;

(i)  conducts capacity stress tests of critical systems to determine the ability of those
systems to process transactions in an accurate, timely and efficient manner;

(iii)  develops and implements reasonable procedures to review and keep current the
development and testing methodology of those systems;

(iv)  reviews the vulnerability of those systems and data centre computer operations to
internal and external threats including physical hazards, and natural disasters; and

W) establishes reasonable contingency and business continuity plans;

(b) annually causes to be performed an independent review and written report, in accordance
with established audit procedures and standards, of its controls for ensuring that it is in
compliance with paragraph (a) and conducts a review by senior management of the report
containing the recommendations and conclusions of the independent review; and
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(© promptly notifies the OSC of material systems failures and changes.

Current Capacity

The CNSX Markets trading systems have been built to meet initial and medium term
requirements. In general terms the systems have been built to provide the highest possible
availability, security and efficiency. All hardware and software components are duplicated
within the architecture of the systems so as to provide for complete redundancy in the event of
failure of any single component. This principle of design is fully extended to all aspects of
CNSX Markets’ operations to ensure that trading may continue at all times without interruption.

The initial system has been sized to provide sufficient capacity for levels of trading much higher
than what is expected.

Future Capacity

On a monthly basis the capacity of the systems is compared to current and expected future
market activity to ensure that the system continues to provide more than sufficient capacity so
that CNSX Markets is able to operate with the highest availability and efficiency. The server
technology, which provides the base for capacity and efficiency of the two markets, is easily
expandable without interruption to service. At appropriate intervals data is transferred from the
systems’ databases to external storage devices so that CNSX Markets can ensure long term
retention of all market data and provide for appropriate disaster recovery plans.

Contingency

As noted above, CNSX Markets’ technology architecture, including the hosting environment and
network connectivity, provide for complete redundancy and the highest levels of security for all
components of the system. In essence, if one aspect of either system fails to function there is a
duplicated component which will seamlessly take over that part of the operation. The systems
are monitored 24 hours a day, 7 days a week, to ensure that all components continue to operate
and remain secure. At least one member of CNSX Markets’ technical staff is on call at all times
to ensure that any repair is completed as soon as possible.

Initially CNSX Markets has ensured that its primary trading systems do not require an off-site
back-up, except in the case of a major disaster, by designing each base system with complete
redundancy for all components. ‘Also, all trading information is stored at 15 minute intervals at a
- secure off-site location. In the event of a major disaster, CNSX Markets will have stored market
data up to the time of the disaster and be able to reconstruct the affected market and the systems
at a new site within approximately four weeks. Eventually, once the trading volumes and
revenues grow to sufficient levels, CNSX Markets intends to build an off-site “hot” back-up
system.
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CNSX Markets Rules and Fees

Purpose of Rules

CNSX Markets has established rules, policies and other similar instruments (“Rules”) that are
necessary or appropriate to govern and regulate all aspects of its business and affairs to:

foster compliance with securities legislation;

prohibit fraudulent and manipulative acts and practices;

promote just and equitable principles of trade;

foster cooperation and coordination with persons or companies engaged in
regulating, clearing, settling, processing information with respect to, and
facilitating transactions in, securities; and

. provide for appropriate discipline.

Disciplinary Rules

CNSX Markets has general disciplinary and enforcement provisions in its Rules that apply to any
person or company subject to its regulation. Similarly to TSX and TSX-V, CNSX Markets has
retained IIROC to act as agent for monitoring and enforcing compliance with its rules. CNSX
Dealers are required to attorn to the jurisdiction of IIROC.

Due Process

CNSX Markets’ requirements relating to access to the facilities of CNSX Markets, the
imposition of limitations or conditions on access and denial of access are fair and reasonable.
Parties are given an opportunity to be heard or make representations; and CNSX Markets keeps a
record, gives reasons and provides for appeals of its decisions.

Fees

Any and all fees imposed by CNSX Markets are equitably allocated. They do not have the effect
of creating barriers to access and are balanced with the criteria that CNSX Markets has sufficient
revenues to satisfy its self-regulatory responsibilities.

The recognition order requires CNSX Markets’ process for settlng fees to be fair, appropriate
and transparent.

Requirements for Classification as Designated Offshore Securities Market

Rule 902(b)(2) identifies seven factors that will be considered by the SEC in determining
whether to classify a non-U.S. securities market as a designated offshore securities market. In
adopting Regulation S, the SEC stated that Rule 902(b)(2) lists non-exclusive attributes that will
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be considered in making such designations, and that such designations will be made on a case-
by-case basis through the interpretive letter process, based upon consideration of all the facts
pertaining to a particular market.""

As indicated below, we submit that CNSX Markets has each of the attributes listed in Rule
902(b)(2).

A. Organization Under Foreign Law

CNSX Markets was incorporated under the Business Corporations Act (Ontario) (“OBCA”)'? on
November 24, 2000. In addition, it is governed by provisions of the Securities Act (Ontario)
(“OSA™' and NI 21-101.

B. Association with a Generally Recognized Community of Brokers, Dealers, Banks or
Other Professional Intermediaries with an Established Operating History

CNSX Dealers are required to be members in good standing of IIROC (and therefore are all
registered dealers in Canada). As such, they will be subject to IIROC rules with respect to sales
practices, capital and margin and business conduct. Access to securities traded on CNSX
Markets, including by non-Canadian broker-dealers is only through a CNSX Dealer. CNSX
Markets does not grant them or allow them direct access from outside of Canada. CNSX Markets
does not carry on business in the U.S. The 87 CNSX Dealers currently represent, in aggregate,
approximately 99% of the domestic trading volumes in Canadian equity markets.

C. Oversight by a Governmental or Self-Regulatory Body

As a stock exchange, CNSX Markets is subject to the same oversight by the OSC as the TSX.
OSC oversight includes:

a) Review and prior approval of all new rules and rule amendments, in accordance with the
rule protocol attached to the recognition order (Exhibit B);

b) Quarterly filings to the OSC and the Exempting Regulators in accordance with Form
21-101F1;

¢) Periodic on-site oversight reviews by OSC staff;

d) Quarterly update meetings with OSC staff; and

1 See SEC Release No. 33-6863 (April 24, 1990).

R.S.0. 1990, c. C.38, as am.
R.S.0. 1990, c. S.5,as am.
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€) An automation review programme (“ARP”) with the OSC, similar to that developed by
the SEC.

As noted above, all Dealers must be members of IIROC. This is because CNSX Markets, like
the TSX and the TSX-V, does not itself perform “member” regulation. Instead, IIROC performs
these functions in a manner similar to FINRA. In addition, also as noted above, IIROC performs
market regulation functions such as market surveillance, trade desk compliance reviews,
investigations and enforcement in a manner similar to the market regulation and surveillance
divisions of U.S. stock exchanges. IIROC administers UMIR, which is a body of rules
applicable to trading on all regulated equity marketplaces, governing such things as manipulative
and deceptive trading practices, short sales, best execution and customer-principal trading.

CNSX Markets rules and policies, other than “housekeeping” rules, are filed with the OSC and
published for public notice and comment prior to implementation, except for limited
circumstances where there is an urgent need to implement a rule, in which case the rule will be
effective immediately, subject to withdrawal if the OSC disapproves the rule, either before or
following notice and comment. Housekeeping rules are filed with the OSC and are effective -
immediately.

Form 21-101F1 - Information Statement Exchange or Quotation and Trade Reporting System,
contains other periodic reporting obligations.

D. Oversight Standards Set by an Existing Body of Law

The OSA provides that a person or company cannot carry on business as a stock exchange in
Ontario unless it is recognized by the OSC or exempted from recognition by the OSC. The OSA
imposes an obligation on a recognized stock exchange to regulate the operations and the
standards of practice and business conduct of its members and their representatives in
accordancig with its by-laws, rules, regulations, policies, procedures, interpretations and
practices.

The OSA provides that the OSC may take any action it deems necessary in the public interest
with respect to a recognized stock exchange. The OSA also provides for appeals of decisions of
a recognized stock exchange to the OSC.

NI 21-101 sets additional requirements for stock exchanges (for example, that rules and
admission standards must not be discriminatory or constitute an unreasonable burden on
competition).

14 OSA, Section 21.
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E. Reporting of Securities Transactions on a Regular Basis to a Governmental Body or
Self-Regulatory Body

As noted below, CNSX Markets’ order books and trade and quote information are available on a
real-time basis to subscribers and some of that information is also displayed on a delayed basis
on the CNSX Markets website (which is divided into a CNSX and a Pure Trading website).
Trades are completed in the trading system and reported immediately. TIROC receives a real-
time feed to enable market monitoring and surveillance of both markets.

CNSX and Pure Trading information is disseminated via real time feeds with information that is
essentially the same as the Level 1 and Level 2 feeds commonly used in the U.S. For securities
traded on multiple marketplaces in Canada, data vendors have created feeds that consolidate
order books and identify the marketplace on which any order is booked or on which any
particular trade occurs. Clients of dealers receive trade confirmations that expressly state the
marketplace(s) on which an order was filled or that an order may have been filled on multiple
marketplaces and that the dealer will provide details of that information upon request. IIROC
receives data from all marketplaces and consolidates it for regulatory purposes. We also
understand that the Canadian Securities Administrators intend to approve an information
processor under NI 21-101 in the near future.

F. A System for Exchange of Price Quotations through Common Communication
Media :

It is a requirement of recognition by the OSC that CNSX Markets produce and make available
real time pre-trade and post-trade information (this is for both CNSX and Pure Trading). Details
of CNSX Markets’ order books, trades and quotes are made available in real time to data vendors
directly, or indirectly through an agreement with TSX Datalinx, which also sells data from the
TSX and the TSX-V. This market data is available internationally, including in the U.S.

The real-time market data is also used by order entry system vendors, who provide CNSX
Dealers with the devices to access the markets operated by CNSX Markets.

As mentioned previously, some market data is available on a delayed basis on the CNSX and
Pure Trading websites.

G. An Organized Clearance and Settlement System

All trades on the markets operated by CNSX Markets are cleared and settled through the
facilities of CDS, which also clears and settles trades for, among other things, all the equity
marketplaces in Canada including TSX and TSX-V.
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Conclusion

We hereby request that CNSX Markets, including both CNSX and Pure Trading, be designated
as a designated offshore securities market for the purposes of Regulation S. CNSX Markets is
subject to extensive oversight and regulation in Canada and meets the criteria for recognition
stated in Regulation S and used in assessing other international marketplaces. Such designation
will aid in realizing Canadian securities policy objectives of promoting the development of

- competing marketplaces. Such designation will also help ensure that all investors trading in
Canadian markets will have access to the best available prices, especially when reselling
securities under Rule 904 of Regulation S.

CNSX Markets hereby applies for designation as a “designated offshore securities market” for
the purposes of Regulation S promulgated under the Securities Act of 1933, as amended.

Please do not hesitate to contact me if you have any comments or questions on the foregoing at
(202) 942-6302. '

Very truly yours,

. Laura Badian

cc: Robert Cook, President, CNSX Markets
Cindy Petlock, General Counsel and Corporate Secretary, CNSX Markets
Winfield Liu, Ontario Securities Commission

Susan Greenglass, Ontario Securities Commission
D. Grant Vingoe, Arnold & Porter LLP
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EXHIBIT B

RECOGNITION ORDER

Order Supplement to the OSC Builetin

IN THE MATTER OF THE SECURITIES ACT, R.S.0. 1990,
CHAPTER 8.5, AS AMENDED (the “Act”)

AND

IN THE MATTER OF CANADIAN TRADING AND QUOTATION INC.
RECOGNITION ORDER _

(Section 21.2.1)
WHEREAS the Canadian Trading and Quotation System Inc. (CNQ) has applied for recognition _
as a quotation and trade reporting system pursuant fo section 21.2.1 of the Act;
AND WHEREAS CNQ will operate a screen-based, automated electronic marketplace;
AND WHEREAS CNQ has agreed to the terms and conditions set out in Schedule A;
AND WHEREAS the Commission has received certain representations and undertakings from
CNQ in connection with CNQ's application for recognition as a quotation and trade reporting
system; '

AND WHEREAS the Commission has determined that the recognition of CNQ would not be
prejudicial to the public interest; '

The Commission hereby recagnizes CNQ as a quotation and trade reporting system pursuant to
. section 21.2.1 of the Act, subject to the terms and conditions attached at Schedule A.

DATED February 28, 2003.

“Paul Moore"” "Howard Wetston”

e o ———————————— —— ————
— — e ————ttttai
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SCHEDULE A
" TERMS AND CONDITIONS

1. CORPORATE GOVERNANCE

(a)

(b)

CNQ's arrangements with respect to the appointment, removal from office and
functions of the persons uitimately responsible.for making or enforcing the ruies,
policies and other similar instruments (Rules) of CNQ, namely, the goveming
body, are such as to ensure a proper balance between the interests of the different
entities desiring access to the facilities of CNQ (CNQ Dealer} and companies.
seeking to be quoted on CNQ (CNQ Issuer), and a reasonable number and
proportion of directors will be “independent” in order to ensure diversity of
representation on the Board. An independent director is a director that is not:

)] an asSooi'até,_ director, officer or employee of & CNQ Dealer;
i) an officer or employee of CNQ or its affiliates;

iy an associate, director, officer or employee of any person or company who
owns or controls, diractly or indirectly, over 10% of CNQ; or

" iv)  aperson who owns or controls, directly or indirectly, over 10% of CNQ.

~ In particular; CNQ will ensure that at least fifty per cent (50%) of its directors will

be independent. In the event that at any time CNQ fails to meet such requirement,
it will promptly remedy such situation,

Without limiting the generality of the for.egoing‘{ CNQ's governance structure

provides for:

(i) fair and meaningful representation on its goveming body, in the context of
the nature and structure of CNQ, and any govemance commitiee thereto
and in the approval of Rules;

(i)  appropriate reprasentation of mdependent directors on any CNQ Board
committees; and

(i) appropriate qualifications, remuneration, conflict of interest provisions and

limitation of liabillty and indemnification protections for directors and offcers

and employees of CNG generally.

2, FITNESS

In order to ensure that CNQ operates with integrity and in the public interest, sach person or
company that owns or controls, directly or indirectly, more than 10% of CNQ and each officer or
director of CNQ is a fit and proper person and the past conduct of each person or company that

March 21, 2003
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owns or confrols, dirgctly or indirectly, more than 10% of CNQ and each officer or director of
CNQ affords reasonable grounds for belief that the business of CNQ will be conducted with
intogrity.

. 3. FAIR AND APPROPRIATE FEES
(@ Any and all fees imposed by CNQ will be equitably allocated. Fees will not have the
effect of creating barriars to access and must be balanced with the criteria that CNQ
will have sufficient revenues to satisfy its responsibilities.
{(b): CNQ's process for setting fees will be fair, appropriate and transparent.
4. ACCESS

(a) CNQ's requirements permit all properly registered dealers that are masmbers of a

recoghized SRO and satisfy access requirements established by CNQ to access the

facilitios of CNQ.
{b)  Without limiting the generality of the foragoing, CNQ: will:

{ gs'saabhsh written standards for granting access to CNQ Dealers trading on

i) not unreasonably prohlblt or limit access by a person or company to services
offered by it; and _ _
(i) keep records of
(A) each grant of access including, for each CNQ Dealer, the reasons for
granting such access, and

(B) each denlal or limitation of access, including the reasons for denying or
Ilmltlng aceess to any applicant.

5. FINANCIAL VIABILITY

(@) CNQ will maintain sufﬂclent financial resources for the proper petformance of its
functions.

(b)  CNQ will calculate and report those financial ratios described below to permit trend
analysls and provide an early warning signal with respect to the financial health of
thé company,

(¢) CNQ will maintain: (i) a fiquidity measure greater than or equal to zero; (i) a debt
to cash flow ratio less than or equal to-4.0/1; and (iii) a leverage ratio. less than or
equal to 4.0/1. For this purpose:

March 21, 2603' 33 {2003) 26 OSCB (Supp)
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{i) liquidity measure is:

(working capital + borrowing capacity)
- 2 (adjusted budgeted expenses + adjusted capital expenditures — adjusted
revenues)

where:
(A)  working capital is current assets minus current liabilities,

(B) borrowing capacity Is the principal amount of long term debt
available to be borrowed under loan or credit agreements that are in
force,

©) adjusted budgsted expenses are 95% of the expenses (other than
depreciation and other non-cdsh items) provided for in the budget for
the current fiscal vear,

(D) adjusted capital expenditures are 50% of average capltal
expenditures for the previous three fiscal years, (except that in.each
of the first three years, adjusted capital expenditures shall be
determined as follows:

. in the first year after recognition (Year 1) 50% of 1/3™ of .
Start Up Capital Expenditures;
. in the second year after recognition (Year 2), 50% of [1/3™
(2/3" Starkup Capital Expenditures plus Year 1 Capital
Expendltures)] and, .
. in the second year after recognition (Year 3), 50%[1/3"%(1/3%
Startup Capital Expenditures plis Year 1 Capital
gendltures plus Year 2 Capital Expenditures)]
where Start-up Capital Expenditures are the total Capital
Expgndrg:res prior io the commencement of quotation and trading on
an

(E) adjusted revenues are 80% of revenues plus 80% of investment
income for the previous fiscal year,

(i) debt to cash flow ratio is the ratio of total debt (including any line of crednt
drawdowns, term loans (current and long-term portions) and debentures,
but excluding accounts payables, accrued expenses and other liabilities) to
EBITDA (or eamings before interest, taxes depreciation and amortization)
for the previaus month muitiplied by 12, and

(i)  finencial leverage ratic is the ratio of total assets to shareholders’ equity,

in each case following the same accounting principles as those used for the audited
financial statements of CNQ, except as provided in paragraphs “h".and *i" below.

e
Spv———
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{f)
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On a quarterly basis (along with the quarterly financial statements required to be
filed pursuant to paragraph 10), CNQ will report to the Commission the monthly
calculation of the liquidity measure and debt to cash flow and financial leverage
ratios, the appropriateness of the calculations: and whether any alternative
calculations should be considered. , :

Except as provided in “g" below, if CNQ fails to maintain any of the liquidity
measure, the debt to cash flow ratio or the financial leverage ratio in any month, it
shall immediately report to the Commission or its. staff. -

Except as provided in "g" below, if CNQ fails to maintain any of the liquidity
measure, the debt to cash flow ratio or the financial leverage ratio for a periad of
more than three months, its President will immediately deliver a letter advising the
Commission or-its staff of the reasons for the continued ratio deficiencies and the

steps being taken to rectify the problem, and CNQ will not, without the prior

approval of a Director of the Commission, make any capital expenditures not
already reflected in the financial statements, or make any loans, bonuses,
dividends or other distributions of assets to any director, officer, related company
or shareholder until the deficiencies have been eliminated for at least six months.

Recognizing that CNQ'is a start-up operation expecling to incur losses during the
first year of operations, paragraphs “e” and °f' above shali not apply during the first
year of operations if the debt to cash flow ratio is negative or greater than 4.0/1,
but CNQ will not, without the permission of the Director, make any loans, banuses,

cash dividends or other distributions of assets to any director, officer, related

company or shareholder until the deficlencies have been eliminated for six
months, except for bonuses. payable to employees under a profit sharing bonus

plan included in the forecast financial statements provided to the Commission as

part of the application for recognition.

CNQ may recognize the subordinated, convertible debentures described In. the

term sheet dated November 29, 2002 (“Subordinated, Convertible Debentures”) as

equity for the purposes of calculating the financial ratios in paragraph "¢” above,

provided that:

(i)  the amount of the Subordinated, Convertible Debentures recognized as
equity shouid not exceed $5,000,000;

(i)  CNQ shall not repay the Subordinated, Convertible Debentures or pay cash

interest on the Subordinated, Convertible Debentures If such payment will
result in CNQ not meeting the financial ratios; and

(i) prior to making a cash interest payment or principal repayment, CNQ
should demorstrate to the satisfaction of the Commission that it will
continue to meet the financial ratios after payment.

——————

|
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i CNQ may recognize the debts owed by CNQ described in the subordinated
agreement dated Decomber 23, 2002 befwsen 1141216 Ontario Limited,
Wendsley Lake Comporation, CNQ and The Business, Engineering, Science &
Technology Discoveries Fund Inc. ("Junior Debt") as equity for the purposes of
calculating the financial ratios in paragraph "c” above, provided that:

(i)  CNQ shall not repay the Junior Debt or pay cash interest on the Junior Debt
if suqh payment will result in CNQ not mesfing the financlal ratios; and

(i)  prior to making a cash interest payment or principal repayment, CNQ
should demonstrate to the satisfaction of the Commission that it will
continue to meet the financial ratios after payment.

6. REGULATION

(@) CNQ will maintain its ability to perform its regulation functions Including setting
requirements governing the conduct of CNQ Dealers and CNQ Issuers and
disciplining CNQ Dealers and CNQ Issuers.

(b)  CNQ has retained and will ‘continue to retain Market Regulation Services Inc. (RS
Inc.) as a regulation services pravider to provide, as agent for CNQ, certain
regulation services which have been. approved by the Commission. CNQ wil
provide to the Commission, on an annual basis, a list outlining the regulation
services performed by RS Inc. and the regulation services performed by CNQ. All
gmendiments o those listed services are subject to the prior approval of the

ommission. ’

{c)  CNQ will provide the Commission with an.annual report with such information
regarding Its affairs as may be requested from time to time. The annual report will
be in such form as may be specified by the Commission from time to time.

{d)  CNQ will perform all other regulation furctions not performed by RS inc.

(e). Management of CNQ (including the President and CEOQ) will at least annually
assess the performance by RS Inc. of its regulation funictions and report to the
Board, together with any recommengations for improvements. CNQ will provide
the Commission with copies of such reports and shall advise the Commission of
any proposed actions arising therefrom.

()  CNQ shall provide the Commission with the information set out in Appendix A, as
amended from time to time,

7. CAPACITY AND INTEGRITY OF SYSTEMS

For each of its systems that support order entry, order routing, execution, data feeds, trade
reporting and {rade comparison, capacity and integrity requiraments, CNQ will:

March 21, 2008 ) {20083) 26 OSCE (Supp)
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(8)  ona reasonably frequent basls, and in any event, at least annually,

(i) make reasonable current and future capacity estimates;

(i) conduct capacity siress tests of -critical systems to determine the ‘abifity of
those systems to process fransactions in an accurate, timely and efficient
manner;

()  develop and implement reasonable procedures to review and keep current
the development and testing methodology of those systems;

(iv) review the vulnerability of those systems and data centre computer
operations fo internal and external threats including physical hazards, and
natural disasiers; :

(v}  establish reasonable contingency and business continuity plans;

(b) - annually, cause to be performed an independent_:réview and written report, in
accordance with established audit procedures and standards, of its controls for
ensuring that it is in compllance with paragraph (a) and conduct a review by senior
management of the report containing the recommendations and conclusions of the
independent review; and .

(€)  prompty notify the Commission of material systems failures and changes.

8. PURPOSE OF RULES

(@  CNQ will establish Rules that are necessary or appropriate to govern and regulate
all aspects of its business and affairs.

{b) More specifically, CNQ will ensure that:
0] the Rules are designed to:

(A)  ensure compiiance with securities legislation;

- (B)  prevent fraudulent and manipulative acts and practices;

(C) promote just and equitable principles of trade;

(D) foster cooperation and coordination with persons or companies
engaged in regulating, clearing, settling, processing information with
respect to, and facilitating transadétions in, securities; and

(E) provide for appropriate discipline.

(ih  the Rules do not:

o pve——
T e ——— e
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(A) permit unreasonable dlscnmmation among CNQ Issuers and CNQ
Dealers; or-

(B) impose any burden on competition that is not necessary or
appropriate in furtherance of securities legislation.

(i) the Rules are designed to ensure that its business is econducted In a
manner so as fo afford protection fo invesfors.

9.  RULES AND RULE-MAKING

CNQ will comply with the rule review process set out in Appendix B, as amended from fime fo
time, concerning Commission approval of changes in its Rules,

10. FINANCIAL STATEMENTS
CNQ will file unaudited gquarterly financial statements wuthm 60 days of each quarter end and
audited annual financial statements within 90 days of each year end, prepared in accordance
with generally accepted accounting principles. _
11.  DISCIPLINE RULES -
(@)  CNQ will ensure, through Market Regulation Services Inc. and otherwise, that any
: person or company subject fo s regulation Is appropriately disciplined for
violations of securities legisfation and the Rules.

(b) CNQwill have general dlsolplmaly and eriforcement provisions in‘its Rules that will
apply to any person or company-subject to Its regudation.

12. DUE PROCESS
éNQ will ensure that:

(a) its requirements relating to access to the facliiies: of CNQ, the Impasition of
limitations or conditions on access and denial of access are fair and reasonable;

(b) parties are given an opportunity to be heard or make representations; and

(¢} it keeps a record, gives reasons and provides for appeals of its decisions,
13. INFORMATION SHARING
CNQ will share information and otherwise co-operate with the Commission and its staff, the
Canadian. Investor Profection Fund, other Canadian exchanges and recognized self-regulatory

organizations and regulatory authorities responsible for the supervision or regulation of
securities firms and financial institutions. .

{2003) 26 OSCB (Supp)
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14. ISSUER REGULATION
(@) CNQ has sufficient authority over its Issuers.

{b) CNQ carries out appropriate review procedures to monitor and enforce issuer
compliance with the Rules,

(c) CNQ will amend its Policies and Forms, from fime to time, at the request of the
Director, Corporate: Finance, to reflect changes to the disclosure requirements of
Ontario securities law.
15. CLEARING AND SETTLEMENT

CNQ has appropriate arrangements In place for clearing and: setfiement through a clearing
agency recognized by the Commission for the purposes of the Securities Act (Ontario).

16. TRANSPARENCY REQUIREMENTS

CNQ will comply with the pre-trade and post-trade transparency requirements set out in National
Instrument 21-101 Marketplace Operation. '

17.  ADDITIONAL INFORMATION

(@) CNQ has completed and submitted Form 21-101F1 (including the exhibits) o the
Commission. _ -

(b)  CNQ will provide the Commission with-any additional information the Commission
may require from time to time. _

v ———
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Appendix A

Information to be filed
1. Quarterly Reporting on Exemptions or Waivers Granted
On a quarterly Basu;, CNQ will submit to the Commission @ report summarizing all exemptions
or waivers granted pursuant to the rules, policies or other similar instruments (Rules) to any
CNQ Dealer or CNQ Issuer during the period. This summary should include the following
information:

(a) . The name of the CNQ Dealer or CNQ Issuer: -

(b)  The type of exemption or waiver granted during the period

(c) Date of the exemption or waiver, and |

(d) A description of CNQ staff's reason for the decision to grant the exemption or
waiver.

2, Quarterly Reporting on Quotation Applications

On a quarterly basns. CNQ will submit to the Commission a report contammg the following
mformation ’

(8)  The number of quotation applications filed;
(b)  The number of quotation applications that were accepted;

(c) The number of quotation applications that were rejected and the reasons for
rejection, by-category;

(d) The number of quotation applications that were withdrawn or abandoned and, if
, known, the reasons why the application was withdrawn or abandoned, by
category;

(e) The number of quotation applications filed by CNQ Issuers as a result of a
Fundamental Changs;

()  The number of quotation applications filed by CNQ Issuers as a result of a
Fundamental Change that were accepted;

() The number of quotation applications filed by CNQ Issuers as a result of a
Fundamental Change that were that were rejected and the reasons for rejection,

by category;

(h) The number of quotation applications filed by CNQ Issuers as a result of a

——————
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Fundamental Change that were withdrawn or. abandoned and, if known, the
reasons why the application was withdrawn or abandoned, by category.

In each of the foregoing cases, the numbers shall be broken down by industry category and in
any other manner that a Director of the Commission requests. _

3. Notification of suspensions and disqualifications

If a CNQ Issuer haé been suspended or disqualified from qualification for quotation, CNQ will
immediately issue a press release sefting out the reasons for the suspension and file this
information with the Commission.

March 21, 2003
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Appendix B

Rule Review Process

1. CNQ will file with the Commission each new or amended rule, policy and other similar
instrument (Rules) adopted by its Board.

A

More specifically, CNQ will file the following information:

(@) the proposed Rule;

(b) anotice of publication including:

@)
(i)

(iii)

(iv)

W)

(vi)

a description of the proposed Rule and its impact;

a concise statement, together with supporting analysis, of the nature,
purpose and effect of the Rule;

the possible effects 6f the Rule on matketplace parucipénts, competition
and the costs of comipliance;

a description of the rule-making procass, Including a description of the
context in which the proposed Rile was developed, the process followed,
the issues considered, the consultation process undertaken, the alternative
approaches considered and the reasons for rejecting the alternatives;

where the proposed Rule requires technolagical changes to be made by
CNQ, CNQ Dealers or CNQ lssuers, CNQ will provide a description of the
implications of the Rule and, whers possible, an implemientation plan,
including a description of how the Rule will be implemented and the timing
of the implementation; and

a reference to other jurisdictions including en indication as to- whether
another regulator In Canada, the United States or another jurisdiction has a
comparable rule or has made or Is contemplating making.a comparable rule
and, if applicable, 2 compatison of the proposed Rule to the rule of the
other jurisdiction.

3. The Commiission will publish for a 30 day comment period In its bullefin or on iis website
the notice filed by CNQ and the proposed Rule. if amendments fo the Rule are nacessary
as a result of comments received, the Commission shall have discretion to determine
whether the Rule should be re-published for comment. .

4. A Rule will be effective as of the date of Commission approval or on a date determined
by CNQ, whichever is later.

syt ottmtm p—-

March 21, 2003
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5. If CNQ is of the view that there is an urgent need to implement a Rule, CNQ may make a
Rule effective immediately upon approval by CNQ's board of directors provided that
CNQ:

'(a) provides the Commission with written notice of the urgent need to implement the
Rule prior to the submission of the Rule to CNQ's board of directors; and

(b) includes in the notice referenced in 2(b)(ii} an analysis in support of the need for
immediate Implementation of the Rule.

8. If the Commission does not agree that immediate Implementation is necessary, the
~ Commission will advise CNQ that is disagrees and provide the reasons for its
disagreement. If no notice is recelved by CNQ within 5 business days of the Commission
receiving CNQ's notification, CNQ shall assume that the Commission agrees with its
assessment.

7. A Rule that is implemented immediately shall be published, reviewed and approved in

“accordance with the procedure set out above. Where the Commission subsequently

disapproves a Rule that was implemented immediately, CNG shall repeal the Rule and
publish a notice informing its marketplace participants.

8. The terms, conditions and procedures set out in this section may be varied or waived by
the Commission. A walver or variation may be specific or general and may be made for a
time or for all time.

March 21, 2003 ' a3 {2003) 26 OSCB {Supp)
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IN THE MATTER OF
THE SECURITIES ACT, R.S.0. 1990,
CHAPTER S.5, AS AMENDED (the "Act")
. AND
IN THE MATTER OF
CANADIAN TRADING AND QUOTATION INC.
RECOGNITION ORDER
(Section 21 of the Act)
AND
REVOCATION ORDER
{Section 144 of the Act)
WHEREAS the Commission issued an order dated February 28, 2003, récognizing the Canadian Trading
;qdz ?u;tﬁgnﬁs&s&tg; éng. égl;an't) i:: g gju;’;‘:ltipn and trade reporting system (QTRS) pursuant to section
o e o s o 1 v

acceptance for trading on CNQ;

AND WHEREAS CNQ has agreed to be recognized as a stock exchange on szstianﬁaIl)}' similar terms
and conditions as contained in the QTRS Recognition Order;

AND WHEREAS CNQ requests that the QTRS Recogpnition Order be rescinded so that it will be
recognized only as a stock exchange;

AND WHEREAS CNQ is operating a screen-based, sutomated electronic mari(etpiace;

AND WHEREAS the Commission has recaived certain representations and undertakings from CNQ in
connection with CNQ's-application for recognition as a stock exchange;

AND WHEREAS CNQ's application for recognition as a stock exchange incorporates by reference its
application for recognition as a QTRS dated July 16, 2002, modified only to reflect the fact that CNQ has
now commenced trading operations;

AND WHEREAS the Commission has determined that the recognition of CNQ as a stock exchange on
substantially similar terms and conditions as in the QTRS Recognition Order would not be prejudicial to
the public interest;

THE COMMISSION hereby recognizes CNQ as a stock exchange pursuant o section 210f the Act, -
_ subject to the terms and conditions attached at Schedule A, and revokes the QTRS Recognition Order
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pursuant to section 144 of the Act.

May 7,.2004,
"David A. Brown" "Susan Welburgh Jenah" "Robert L. Shirriff"
SCHEDULE A
TERMS AND CONDITIONS
1. CORPORATE GOVERNANCE

(a) CNQ's arrangements with respect to the appointment, removal from office
and functions of the persons ultimately responsible for making or-enforcing thie,
rules, policies and other similar instruments (Rules) of CNQ, namely, the
goveming body, are such as to ensure a proper balance between the interests
of the different entities desiring access to the facilities of CNQ (CNQ Dealer)
and companies seeking to be quoted on CNQ (CNQ Issuer), and a reasonable
number and proportion of directors will be "independent" in order to ensure
cgversity of representation on the Board. An independent director is a director
that is not:

i) an associate, director, officer or employee of a CNQ Dealer;
if) an officer or employee of CNQ or its affiliates;

iii) an associate, director, officer or employee of any person or
company who owns or controls, directly or indirectly, over 10% of
CNQ; or

iv) a person who owns or controls, directly or indirectly, over 10%
of CNQ. I .

In particular, CNQ will ensure that at least fifty per cent (50%) of its directors
will be independent. In the event that at any time CNQ fails to meet such
requirement, it will promptly remedy such situation.

(b) Without limiting the generality of the foregoing, GNQ's governance structure
provides for: : .

(1) fair and meaningful representation on its governing body, in the
context of the nature and structure of CNQ, and any govemance
committee therefo and in the approval of Rules; v

(i) appropriate representation of independent directors on any

CNQ Board commiittees; and
(iif) appropriate qualifications, remuneration, confiict of interest

provisions and limitation of liabllity anid indemnification protections
for directors and officers and employees of CNQ generally.
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2. FITNESS

In order to ensure that CNQ operates with integrity and in the public interest, each. person or company
that owns or controls, directly or indirectly, more than 10% of CNQ-and.each officer or director of CNQ is
a fit and proper person and the past conduct of each person or company that owns or controls, directly or
indirectly, more than 10% of CNQ and each officer or director of CNQ affords reasonable grounds for
belief that the business of CNQ will be conducted with integrity.

3. FAIR AND APPROPRIATE FEES
(a) Any and all fees imposed by CNQ will be equitably allocated. Fees will not
have the effect of creating barrlers to access and must be balanced with the
criteria that CNQ will have sufficlent revenues to satisfy its responsibilities.
(b) CNQ's process for setting fees will be fair, appropriate and transparent.

4. ACCESS
(a) CNQ's requirements permit all properly registered dealers that are
members of a recognized SRO and satisfy access requirements established by
CNQ to access the facilities of CNQ.
(b) Without limiting the generality of the foregoirig, CNQ will:

(i) establish written standards for granting access to CNQ Dealers
trading on CNQ;-

(i) not unreasonably prohibit or limit access by a person or
company to services offered by it; and

(iii) keep records.of

(A) each grant of access including, for each CNQ
Dealer, the reasons for granting such access, and

(B) each denial or limitation of access, including the
reasons for denying or limiting access to any
_applicant. :

5. FINANCIAL VIABILITY

(a) CNQ will maintain sufficient financial resources- for the proper performance
of its functions.

. (b) CNQ will calculate and report those financial ratios.described below to
permit trend analysis and provide an early waming signal with respect to the
financial health of the company.

(c) CNQ will maintain: (i) a liquidity measure graater than or equal to zero; (i) a
debt to cash flow ratio less than or equal to 4.0/1; and (iii) a leverage ratio less
than or equal t0 4.0/1. For this purpose: -

(i) liquidity measure is:
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(working capital + borrowing capacity) - 2 (adjusted
budgeted expenses + adjusted capital expenditures -
- adjusted revenues)

where:

A) working capital is current assets
minus current liabilities,

B) borrowing capacity is the principal
amount of long term debt available to be
borrowed under loan or credit
agreements that are in force,

C) adjusted budgeted expenses are
95% of the expenses {other than
depreciation and other non-cash items)
provided for in the budget for the current
fiscal year, '

D) adjusted capital expenditures are
50% of average capital expenditures for
the previous three fiscal years, éxcept
that in each of the first three years,
adjusted capital expenditures shall. be
determined as follows:

* in the first year after February 28,
2003 (Year 1), 50% of 1/3™ of
Start Up Capital Expenditures;

* in the second year after February
28, 2003 (Year 2), 50% of [1/3"
(2/3™ Start-up Capital
Expenditures plus Year 1 Capital
Expenditures)]; and,

« In the third year after February 28,
2003 (Year 3), 50%[1/3°9(1/3"
$Start-up Capital Expenditures
plus Year 1 Capital Expenditures
plus Year 2 Capital
Expenditures)]

where-Start-up Capital Expenditures are
the total Capital Expenditures prior to
July 25, 2003, and

E) adjusted revenues are 80% of
revenues plus 80% of investment
income for the previous fiscal year, -
except that in each of the first two years
after recognition as a stock exchange,
adjusted revenues shall be calculated
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as 80% of revenues plus 80% of
investment income as forecasted on
April 7, 2004,

(ii) debt to cash flow ratio is the ratio of total debt (including any
line of credit drawdowns, term loans (current and long-term
portions) and debentures, but excluding accounts payables,
accrued expenses and other liabiliies) to EBITDA (or earnings
before interest, taxes depreciation and amortization) for the
previous month multiplied by 12, and

(iii) financial leverage ratio is the ratio of total assets to
shareholders' equity,

in each case following the same accounting principles as those used for the
'au%ited financial statements of CNQ, except as provided in paragraphs "h” and
"i" below.

(d) On a quarterly basis (along with the quarterly financial statements required
to be filed pursuant to paragraph 10), CNQ will report to the Commission the
monthly calculation of the liquidity measure and debt fo cash flow and financial
leverage ratios, the appropriateness of the calculations and whether any
~altemative calculations should be considered.

(€) Except as provided in “g" below, if CNQ fails to maintain any of the liquidity
measure, the debt to cash flow ratio or the financial leverage ratio in any
month, it shall immediately report to the Commission or its staff.

() Except as provided in "g" below, if CNQ fails to maintain any of the liquidity
measure, the debt {o cash flow ratio orthe financial leverage ratio for a period
-of more than three months, its President will immediately deliver a letter
advising the Commission or its staff of the reasons for the continued ratio
deficiencies and the steps being taken to rectify the problem, and CNQ will not,
without the prior approval of ‘a Director of the Commission, make any capital
expenditures not already reflected in the financial statements, or make any
loans, bonuses, dividends or other distributions of assets to any director,
officer, related company or shareholder until the deficiencies have been
eliminated for at least six months. s

(g) Recognizing that CNQ is a start-up operation expecting to incur’l.osses. the
following apply during the first two years of operations after recognition as a
stock exchange: .

(i) paragraphs "e" and "f* above shall not apply if the debt to cash
flow ratio is negative or greater than 4.0/1, but CNQ will not,
without the parmission of the Direcior, make any loans, bonuses,
cash dividends or other distributions of assets to any director,
officer, related company or shareholder until the deficiencies have
been eliminated for six months, except for bonuses payable to
employees under a profit sharing bonus plan included in the
forecast financial statements provided to the Commission as part
of the application for recognition, and

(i) on a quarterly basis (along with the quarterly financial
statements required to be filed pursuant to paragraph 10), CNQ.
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will provide the Commission with the following:

A) a comparison of the revenues and expenses
incurred by CNQ with the revenues and expenses
forecasted on April 7, 2004, for each of the months,
and

B) for each revenue item whose actual was lower
than its forecasted amount by 15% or more, and for
each expense item whose actual was higher than its

" forecasted amount by 15% or more, the reasons for
the variance and the steps that will be or have been
taken to address any issues arising from the
variance.

(h) CNQ may recognize the subordinated, convertible debentures described in
the term sheet dated November 29, 2002 ("Subordinated, Convertible
Debentures") as equity for the purposes of calculating the financial ratios in
paragraph "¢" above, provided that:

(1) the amount of the Subordinated, Convertible Debentures
recognized as equity should not exceed $5,000,000;

(ii) CNQ shall not repay the Subordinated, Convertible Debentures
or pay cash interest on the Subordinated, Convertible Debentures
if such payment will result in CNQ not meeting the financial ratios;
and :

(iii) prior to making a cash interest-payment or principal
repayment, CNQ should demonstrate to the satisfaction of the
Commission that it will continue to meet the financial ratios after
payment.

(1) CNQ may recagnize the debts owed by CNQ described in the subordinated
agreement dated December 23, 2002 between 1141216 Ontario Limited,
Wendsley Lake Corporation, CNQ and The Business, Engineering, Science &
Technology Discoveries Fund Inc. ("Junior Debt")-as equity for the purposes of
calculating the financial ratios in paragraph "c” above, provided that:

(i) CNQ shall not repay the Junior Debt or pay cash interest on the-
Junior Debt if such payment will result in CNQ not meeting the
financial ratios; and

(ii) prior to making a cash interest payment or principal repayment,

CNQ should demonstrate to the satisfaction of the Commission
that it will continue to meet the financial ratios after payment.

6. REGULATION
(a) CNQ will maintain its ability to perform its regu[atioh functions including
setting requirements governing the conduct of CNQ Dealers and CNQ issuers
and disciplining CNQ Dealers and CNQ Issuers.

(b) CNQ has retained and will continue to retain Market Regulation Services
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Inc. (RS Inc.) as a regulation services provider to provide, as agent for CNQ,
certain regulation seryices which have been approved by the Commission.
CNQ will provide to the Commission, on an annual basis, a list outlining the
regulafion services performed by RS Inc. and the regulation services performed
by CNQ. Alt amendments to those listed services are subject to.the prior
approval of the Commission.

(c) CNQ will provide the Commission with an annual report with such
information regarding its affairs as may be requested from time to time. The
annual report will be in such form as may be specified by the Commission from

time to time.
(d) CNQ will perform all other regulation functions not performed by RS Ine.

() Management of CNQ (including the President and CEO) wili at least
annually assess the performance by RS Inc. of its regulation functions and
report to the Board, together with any recommendations for improvements.
CNQ will provide the Commission with copies of such reports and shall advise
the Commission of any proposed actions arising therefrom.

(f) CNQ shall provide the Commission with the information set out in Appendix _

A, as amended from time 1o time.

7. CAPACITY AND INTEGRITY OF SY,STEMS' |

For each of its systems that support order entry, order roufi'ng, execution, data feeds, trade reporting and

trade comparison, capacity and integrity requirements, CNQ will:
(a) 6n a reasonably frequent basis, and in any event, at least annually,
(i} make reasonable curvent and future capacity estimates;

(it) conduct capacity stress tests of critical systems tq determine
the abllity of those systems to process transactions in an accurate,
timely and efficient manner;

(iii) develop and implement reasonable procedures to review and
“keep current the development and testing- methodology of those
systems;

(iv) review the vulnerability of those systems and data centre
computer operations to internal and external threats including
physical hazards, and natural disasters; -

(v) establish reasonable contingency and business continuity
plans;

(b) annually, cause to be performed an independent review and written report,
in accordance with established audit procedures and standards, of its controls
for ensuring that it is in compliance with paragraph (a) and conduct a review by
senior management of the report containing the recommendations and
conclusions of the independent review; and

(c) promptly notify the Commission of material systems failures and changes.
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8. PURPOSE OF RULES

(a) CNQ will establish Rules that are necessary or appropriate to govern and
regulate all aspects of its business and affairs.

(b) More specificaily, CNQ will ensure that:
(1) the Rules are designed to:
{A) ensure compliance with securities legisiation;

(B) prevent fraudulent and manipulative acts and.
practices;

(C) promote just and equitable principles of trade;

- (D) foster cooperation and coordination with persons
or companies engaged in regulating, clearing,
settling, processing information with respect to, and
facilitating transactions in, securities; and
(E) provide for appropriate discipline.

(ii) the Rules do not:

(A) permit unreasonable discrimination-among CNQ
Issuers and CNQ Dealers; or

(B) impose ary burden on competition that is not
necessary or appropiiate in furtherance.of securities
legislation. :

(iii) the Rules are designed to ensure that its business is
conducted in a manner so as to afford protection to investors.

9. RULES AND RULE—MAKING’

CNQ will comply with the rule review process set out In Appendix B, as amended from time to time,
concerning Commission approval of changes in its Rules.

10. FINANCIAL STATEMENTS
CNQ will file-unaudited quarterly financial statements within 60 days of each quarter end and audited
annual financial statements within 90 days of each year end, prepared in accordance with generally
accepted accounting principles.
11. DISCIPLINE RULES
(a) CNQ will ensure, through Market Regulation Services Inc. and otherwise,

that any person or company subject to its regulation is appropriately disciplined
for violations of securities legislation and the Rules.
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(b) CNQ will have general disciplinary‘and enforcement provisions in its Rule:
that will apply to any person or company subject to its regulation. .

12. DUE PROCESS
CNQ wilt ensure that:
(a) its requirements relating to access to the facilities of CNQ, the impositibn of
limitations or conditions on access and denial of access are fair and
reasonable;
(b) parties are given.an opportunity to be heard or make representations; and
(c) it keeps a record, gives reasons and provides for appeals of its dacisions.
13. INFORMATION SHARING
- CNQ will share information and otherwise co-operate with the Commission and its staff, the Canadian
Investor Protection Fund, other Canadian exchanges and recognized self-regulatory organizations and
regulatory authorities responsible for the supervision or regulation of securities firms and financial
institutions. ‘
14. ISSUER REGULATION
(a) CNQ will ensure that.only the issuers set out in Appendix C, as amended
from time to time, are eligible for listing, provided that upon application by CNQ
made at any time after May 15, 20085, the Commission may amend or révoke

this condition if it determines that to do so would not be prejudicial to the public
interest.

(b) CNQ has sufficient authority over its issuers.

(c) CNQ carries out appropriate review procedures to monitor and enforce
issuer compliance with the Rules.

(d) CNQ will amend its Policies and Forms, from titrie to time, at the request of
the Director, Corporate Finance, to reflect changes to the disclosure
requirements of Ontario securities law.

15. CLEARING AND SETTLEMENT

CNQ has appropriate. arrangements in place for clearing and settlement through a clearing agency
recognized by the Commission for the purposes of the Securities Act (Ontario).

16. TRANSPARENCY REQUIREMENTS

CNQ will comply with the pre-trade and post-trade transparency requirements set out in National
Instrument 21-101 Marketplace Operation.

17. ADDITIONAL INFORMATION

(a) CNQ has completed and submitted Form 21-101F1 (including the exhibits)
to the Commission.
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(b) CNQ will provide the Commission with any additional information the.
Commission may require from time to time.

Appendix A
Information to be filed

1. Quarterly Reporting on Exemptions or Waijvers Granted

On a quarterly basis, CNQ will submit to the Commission a report summarizing all exemptions or waivers
granted pursuant to the rules, policies or-other similar instruments (Rules) to any CNQ Dealer or CNQ

Issuer during the period. This summary should include the following information:
(a) The name of the CNQ Dealer or CNQ issuer;
(b) The type of exemption or waiver granted during the period
(c) Date of the exemption or waiver, and

(d) A description of CNQ staff's reason for the decision to grant the exemption
or waiver. .

2. Quarterly Reporting on Quotation Applications

On a quarterly basis, CNQ will submit to the Commission a report containing the. following information:

* (a) The number of listing applications filed;
(b) The number of listing applications that were accepted;

(c) The number of listing applications that were rejected and the reasons for
rejection, by category;

(d) The number of listing applications that were withdrawn or abandoned and, if
- known, the reasons why the application was withdrawn or abandoned, by
categary; .

(e) The.number of listing applications filed by CNQ Issuers as a resuit of a
Fundamental Change;

(f) The number of listing applications filed by CNQ Issuers as a result of a
Fundamental Change that were accepted;

(g) The number of listing applications filed by CNQ Issuers as a result of a
Fundamental Change that were that were rejected and the reasons for
rejection, by category;

(h) The number of listing applications filed by CNQ Issuers as a result of a
Fundamental Change that were withdrawn or abandoned and, if known, the
reasons why the application was withdrawn or abgndoned, by category.
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In' each of the foregoing cases, the numbers shall be broken down by industry category and in any other
manner that a Director of the Commission requests.

3. Notification of suspensions and disqualifications

If a CNQ Issuer has been suspended or dis

Commiission,

1. CNQ will file with the Commission each new or
instrument (Rules) adopted by its Board.

issue a press release settin

Appendix B

Rule Review Process

2. More specifically, CNQ will file the following information:

(a) the Rule;

(b) a notice of publication including:
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(i) a description of the Rule and its impact:

(ii) a concise statement, together with suppor_tirig analysis, of the
nature, purpose and sffect.of the Rule;

(iii) the possible effects of the Rule on marketplace participants,
competition and the costs of compliance;

(iv) a description of the rule-making process, including a
description of the context in which the Rule was developed, the
process followed, the issues considered, the consultation process
undertaken, the alternative approaches considered and the

reasons for rejecting the alternatives;

(v) where the Rule requires technological changes to be made by
CNQ, CNQ Dealers or CNQ Issuers, CNQ will provide a
description of the implications of the Rule and, where possible, an
implementation plan, including a description of how the Rule will
be implemented and the timing of the implementation; -

(vi) a reference to other jurisdictions including an indication as to
whether another regulator in Canada, the United States or another
Jurisdiction has a comparable rule or has made or is contemplating
making a comparable rule and, if applicable, a comparison of the
Rule to the rule of the other jurisdiction; and

(vii) whether the Rule is classified as "public interest” or
"housekeeping®; and

a’mendéd rule, policy and other similar:

qualified from qualification for listing, CNQ will immediately
g out the reasons for the suspension and file this information with the
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(viii) where the Rule is classified as "housekeeping”, the effective
date of the Rule.

3. For the purposes of the Rule Review Process, a Rule may be classified as
“housekeeping” if it does not affect the meaning, intent or substance of an existing rule and
invoives only: : _

(a) the correction of spelling, punctuation, typofaphical or grammatical
mistakes or inaccurate cross-referencing;

(b stylistic formatting, including changes to headings or paragraph numbers;

(c) amendments required to ensure consistency with an existing approved rule;
or ,

(d) changes in routing procedures and administrative practices of CNQ
provided that such changes do not impose any significant burden or any barrier
to competition that is not appropriate. ,

Any Rule falling outside of this definition would be categorized as a "public interest” Rule.
Prior to proposing & Rule that is of a "public interest" nature, as defined above, the Board of
Directors of CNQ shall have determined that the.entry into force of such "public Interest"
'Rule would be in the best interests of the capital markets in Ontarlo. The material filed with
the C%mmission in relation to "public interest" Rules shall be accompanied by a statement to
that effect. . .

4. Where a Rule has been classified as "public interest”, the Commission will publish for a
30 day comment period in its bulletin or on its website the notice filed by CNQ and the Rule.
If amendments to the Rule are necessary as a result of commerits received, the
Commission shall have discretion to datermine whether the Rule-should be re~-published for
comment. If the Rule is re-published, the request for comment shall include CNQ's summary
of comments and responses thereto together with-an explanation of the revisions to the
Rule and the supporting rationale for the amendments.

5. A "public interest” Rule will be effective as of the date of Commission -approval oron a
date determined by CNQ, whichever is later. A "housekeeping” Rule shall be desmed to
have been approved upon being filed with the Commission, unless staff of the Commission
communicate to CNQ, within five business days of receipt of the Rule, their disagreement
with CNQ's classification of the Rule as "housekeeping" and the reasons for their
disagreement. Where staff of the Commission disagree with CNQ's classification, CNQ shall
re-file the Rule as a "public interest" Rule. A "housekeeping® Ruie shall be. effective on the
date indicated by CNQ in the filing.” '

6. The Commission shall publish a Notice of Commission Approval of both "public interest”
and "housekeeping" Rules in its bulletin or on its website. All such notices relating to "public
interest” Rules shall algo include CNQ's summary of comments and responses thereto. All
such notices relating to "housekeeping” Rules shall be accompariied by the notice filed by
CNQ and the Rule itseif. ' - '

7. If CNQ is of the view that there is an urgent need to implement a Rule, CNQ may make a
Rule effective immediately upon approval by CNQ's board of directors provided that CNQ:

(a) provides the Commission with writtén notice of the urgent need to
implement the Rule prior to the submission of the Rule to CNQ's board of
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directors; and

(b) includes in the notice referenced in 2(b)(ii) an analysis in support of the
need forimmediate implementation of the Rule,

8. If the. Commission does not agree that immediate implementation is necessary, the
Commission will advise CNQ that Is disagreas and provide the reasons for its disagreement.
If no notice is received by CNQ within 5 business days of the Commission receiving GNQ's
notification, CNQ shall assume that the Commission agrees with its assessmenit.

9..A Rule that is implemented imimediately shall be published, reviewed and approved in
accordance with the procedure set out above. Where the Commission subsequently
disapproves a Rule that was implemented immediately, CNQ shall repeal the Rule and
publish a notice informing its marketplace participants.

10. The terms, conditions and procedures set out ih this section may be varied or waived by
the Commission. A waiver or variation may be specific or general and may be made for a
time or for all time.

Appendix C
Eligible Issuers

1. Only an issuer that is a reporting issuer or the equivalent.in a jurisdiction in Canada and
that is not in default of any requirements of securities legislation in any jurisdiction in
Canada is eligible for listing. ‘
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September 9, 2005 -
IN THE MATTER OF |
THE SECURITIES ACT, R.S.0. 1890,
CHAPTER §.5, AS AMENDED (Act)
AND
 IN'THE MATTER OF
CANADIAN TRADING AND QUOTATION SYSTEM INC.

ORDER
(Section 144 of the Act)

WHER}EAS the Commission issued an order dated May 7, 2004, recognizing the Canadian Trading and
Quotation System Inc. (CNQ) as a stock exchange pursuant to section 21 of the Act {Recognition Order);

AND WHEREAS CNQ has applied for an order pursuant to section 144.of the Act to vary the financial
viability terms and conditions of the Recognition Order and to correct typographical errors in the
Recognition Order:

AND WHEREAS the Commission has received certaini representations from CNQ in connection with
. CNQ's application to vary the Recognition Order;

AND UPON the Commission being of the opinion that it is not prejudicial to the public interest to vary the
Recognition Order; - _

IT IS ORDERED pursuant to section 144 of ihe Act that the Recognition Order be varied as follows:
' 1. ltem & of Schedule A of the Recognition Order is repealed and replaced by the foflowing:
§. FINANCIAL VIABILITY -

(a) CNQ will maintain sufficient financial resources for the proper
performance of its functions.

(b) CNQ wiil defiver to Commission staff its annual financial
budget, togsther with the underlying assumptions, that has been
approved by its Board of Directors, within 30 days after the
commencement of each fiscal year. Such financial budget should
include monthly projected revenues, expenses and cash flows.
(c) For-the two-year period commencing on September 9, 2005:

(i) CNQ will deliver to Commisslon staff unaudited
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monthly financial statements prepared in accordance

- with Generally Accepted Accounting Principles, and a
status update on any pending capital raising
transaction(s) including the amount, terms and name
(s) of individuals/entities that have committed to
providing funding and their commitment, within 30
days of each month end;

(ii) CNQ wil! deliver to Commission staff the following
within 80 days of each quarter end:

(A) a. comparison of the monthly
revenues and expenses.incurred by

CNQ with the projected monthly
revenues and expenses included inthe
most recent annual financial budget.
delivered to Commission staff, and

(B) for each revenue item whose actual
was significantly lower than its projected
amount, and for each expenss item
whose actual was significantly higher
than its projected amount, the reasons
for the variance;

(i} CNQ will, prior to making a cash interest payment
or principal repaymerit on the following debts,
demonsirate to the satisfaction of Commission staff
that it will have sufficient financial resources to
continue its operations after the payment:

(A) the subordinated, convertible
debentures described in the term sheet
dated November 29, 2002,

(B) the debts owed by CNQ described in
the subordinated agresment datad
December 23, 2002 between 1141216
Ontario Limited, Wendsley Lake
Carporation, CNQ and The Business,
Engineering, Science & Technology
Discoveries Fund Inc., and

(C) any amounts owed by CNQ to any
officers or directors, or fo any person or
company that owns or controls, directly
or indirectly, more than 10% of CNQ,
except for reasonable compensation
arising in the normal course of business;
and

(iv) CNQ will, prior to making any loans, bonuses,
dividends or other distributions of assets to any
director, officer, related company or shareholder that
are in excess of the amount included in the most
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recent annual financial budget delivered to
Commission staff, demonstrate.to the satisfaction of
Commission staff that it will have sufficient financial
resources to continue its operations after the
payment.

(d) After September 9, 2007:

(i)-CNQ will, on a quarterly basis {(along with the
quarterly financial statements required to be
delivered pursuant to paragraph 10), report to
Commission staff the following financial ratios to
permit trend analysis and provide an early warning
signal with respect to the financial health of the
company:

(A) a current ratio, being the ratio of
current assets to cuirent liabilifies,

(B) a debt to cash flow ratio, being the
ratio of total debt (including any ling of
credit drawdowns, term loans (current
and long-term portions) and debentures,
but excluding accounts payable, -
accrued expenses and other liabilities)
to. EBITDA (or eamings before interest,
taxes, depreciation and amortization) for
the most recent 12 months; and

(C) a financial leverage ratio, being the -
ratio of total assets to shareholders’
equity,
in each case following the same accounting
principles as those used for the audited financial
statements of CNQ;

(il) If CNQ fails to maintain, or anticipates it will fail to
maintain: : :

(A) a current ratio of greater than or
equal to 1.1/1,

(B) a debt to cash flow ratio of iess than
or equal to 4.0/1, or

(C) a financial leverage ratio of less than
or equal t0 4.0/1,

it will immediately report to Commission staff,-and

© (iii) If CNQ fails to maintain its current ratio, debt to
cash flow ratio or financial leverage ratio at the levels
outlined in paragraph (d)(ii) above for a period of
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more than three months, its President will

immediately deliver a lefter advising Commission -
staff of the reasons for the continued ratio
deficiencies and the steps being taken to rectify the
situation, and the Commission or its staff may impose:
terms or conditions on CNQ as it determines
apprapriate, including but not limited to requirements -
outlined in paragraph (¢) above.

2. The word "Quotation” in the heading of ltem 2 of Appendix A of Schedule A of the
Recognition Order is replaced with the word "Listing".

3. The word "routing” in paragraph 3(d) of Appendix B of Schedule A of the Recognition
Order is replaced with "routine". '

*Paul M. Moore”

"Robert L. Shirriff"
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IN THE MATTER OF
THE SECURITIES ACT,
R.S.0. 1990, CHAPTER 5,
AS AMENDED (the "Act™)
AND .

IN THE MATTER OF
CANADIAN TRADING AND
QUOTATION SYSTEM INC.

ORDER
(Section 144)

WHEREAS Canadian Trading and Quotation System Inc. ("CNQ") has made an application (the
"Application”) to the Ontario Securities Commission (the *"Commission”) for an order pursuantto section
144 of the Act amending the Commission order dated May 7, 2004 recognizing CNQ as a stock
exchange, as varied by an order dated September-9, 2005, (the "Recognition ©rder") in connection with.
a proposed alternative market (the "Alternative Market");,

AND WHEREAS the Commission has received certain representations and undertakings from CNQ in
connection with the Application; ' ’

AND WHEREAS the Commission is satisfied that granting the order would not be prejudicial to the public
interest;

IT IS ORDERED pursuant to section 144 of the Act that the Recognition Order is varied as follows:

1, sections 14(b),(c) and(d) of Schedule A of the Recognition Order are renumbered
sections 14 (¢), (d) and {e) respsctively;

2. new section 14(b) is added to Schedule A of the Recogriition Order as follows:

- (b) CNQ may trade securities of issuers listed on designated Canadian stock
exchanges in its Altemative Market without approving such securities for listing,
provided that CNQ shall cease to trade any such security immediately upon
notification that the security has been suspended or delisted by the designated
exchange, or if it was the subject of a trading halt;

3. new section 14(c) of Schedule A of the Recognition Order is amended by adding the word
"listed" before the word "issuers™; and ,

4. new section 14(d) of Schedule A of the Recegnition Order is amended by adding the
word "listed” before the word. "issuer”;
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provided that:
a. for at least two months immediately prior to.operating the Alernative Market, CNQ shall
make available to the public any technology requirements regarding interfacing with and
access to the marketplace; and

b. after the technology requirements set oLit in subsection (a) have been published, CNQ
shall make available to the public, for at ieast one month, testing facilities for interfacing with
and access to the marketplace. :

DATED June 13, 2006
"Suresh Thakrar"

"Harold P. Hands"
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SRO Notices and Disciplinary Proceedings

IN THE MATTER OF
THE SECURITIES ACT, R.8.0. 1990,
CHAPTER 8.5, AS AMENDED (the Act)

AND

IN THE MATTER OF
CANADIAN TRADING AND QUOTATION SYSTEM INC,

ORDER
(Section 144 of the Act)

WHEREAS the Commission issued an order dated May 7, 2004, as varied on September 9, 2006 and June 13, 2008 granting
the recognition of the Canadian Trading and Quotation System Inc. (CNQ) as a stock exchange pursuant to. section 21 of the
Act (the Recognition Order); .

AND WHEREAS the terms and conditions attached as Schedule A to the Recognition Order reference Market Regulation
Services Inc. (RS Inc.) in Item 6;

AND WHEREAS effactive June 1, 2008, RS Inc. will. combine its operations with the Investment Dealers Association of Canada
to form the investment Industry Regulatory-Organization of Canada (IROC);

AI;ID WHEgEAs the Commission is of the oplnion that it is not prejudicial to-the public interest to vary the Recognition Order to
refer to IROC; .

IT IS ORDERED. pursuant to section 144 of the Act that the Recognition Order be varied as follows:
1. item € of Schedule A of the Recognition Order is repealed and replaced by the following:

“6,  REGULATION

(@) CNQ will maintain its ablty to perform its regulation functions including setting requirements governing. the
conduct of CNQ Dealers and CNQ Issuers:and disciplining CNQ Dealers and CNQ Issuers.

(b) CNQ has retained and will continue to retain the Investment Industry Regulatory Organization of Canada
(IROC) as a regulation services provider to provide certain regulation :$ervices which have been approved by
the Commission.. CNQ will .provide to the Commission, on an annual basis, a list outlining the regulation
services performsd by [IROC and the regulatian services petformed by CNQ. Al amendments to those listed
services are subject to the prior approval of the Gommission,

(c) CNQ will provide the Commission with an annual report with such information regarding its affairs as may be
requested from time to time. The annual report will be in such form as may be:specified by the Corimission
from time-to time. ‘ .

{d) CNQ will perform all other regulation functions not performed by lIROC.
(e) Management of CNQ (including the President and CEO) will at least annually assess the performance by
IIROC of its regulation functions and report ® the Board, together with any recommendations for
improvements. CNQ will provide the Cammission with copies of such reports and shall advise the Commission
- of any proposed actions arising therefrom,
® CNQ shall provide the Commission with the information set out in Appendix A, as.amended from time to time.”
2. ftem 11 of the Recognition Order is repealed and replaced by the following: -
“41,  DISCIPLINE RULES

(a) CNQ will ensure, through lIROC and otherwise, thal-any person or company subject to Ifs. regulation is
appropriately disciplined for viotations of securities legislation and the Rules.

(b) CNQ will have general disciplinary and enforcement provisions in its Rules that will-apply to any person or
company subject to its regulation.” ’

o t—
S ——
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* Dated this 16th.day of May, 2008, effective on June 1, 2008
“W. David Wilson”
“James E.A, Tumer”

May 30, 2008 {2008) 31 OSCB 5886




- EXHIBITC
FORM 5, FORM 7 AND FORM 10

FORM 5
QUARTERLY LISTING STATEMENT

Name of CNSX Issuer: (the
“Issuer”).

Trading ‘Symbol:

This Quarterly Listing Statement must be posted on or before the day on which the
Issuer's unaudited interim financial statements are to be filed under the Securities Act,
or, if no interim statements are required to be filed for the quarter, within 60 days of the
end of the Issuer’s first, second and third fiscal quarters. This statement is not intended
to replace the Issuer’s obligation to separately report material information farthwith upon
the information becoming known to management or to post the forms required by the
CNSX Policies. If material information became known and was réported during the
preceding quarter to which this statement relates, management is encouraged fo also
make reference in this statemerit to the material information, the news release date and
the posting date on the CNSX.ca website.

General Instructions -

(a)  Prepare this Quarterly Listing Statement using the format set out below. The
sequence of questions must not be altered nor should questions be omitted or
left unanswered. The answers to the following items must be in namative form.
When the answer to any item is negative or not applicable to the Issuer, state it in
a sentence. The title to each item must precede the answer. ,

{b)  The term “Issuer” includes the CNSX Issuer and any of its subsidiaries.

(c)  Terms used and not defined in this form are defined or interpreted in Policy 1 ~
Interpretation and General Provisions.

There are three schedules which must be attached to this report as follows:
SCHEDULE A: FINANCIAL STATEMENTS
Financial statements are required as follows:

For the first, second and third financial quarters interim financial statements prepared in
accordance with the requirements under Ontario securities law must be attached.

FORM § - QUARTERLY LISTING STATEMENT
Noverr;ber 1:. 2008
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If the Issuer is exempt from filing certain interim financial staterents, give the date of
the exempting order, _ :
SCHEDULE B: SUPPLEMENTARY INFORMATION

The supplementary information set out below must be provided when not

included in Schedule A. .

1. Related party transactions

Provide disclosure of all transactions with a Related Person, including those
previously disciosed on Form 10. Include in the disclosure the following
information about the transactions with Related Persons:

(@) A description of the. relationship between the fransacting parties. Be as
precise as possible in this description of the relationship. Terms such as
affitiate, associate or related company without further clarifying details are
not sufficient. N

(b) A description of the transaction(s), including those for which no amount
has been recorded. .

()  The recorded amount of the transactions. classified by financial statement
category.

(d) The amounts due to or from Related Persons and the terms and
conditions relating thereto. :

- (6) Contractual obligations with Related Persons, separate from other
contractual gbligations.

(i  Contingencies involving Related Persons, separate from other
contingencies. .

2. Summary of securities issued and options granted during the period.

Provide the following information for the period beginning on the date of the last
Listing Statement (Form 2A):

(@ summary of securities issued during the period,

FORM 5 - QUARTERLY LISTING STATEMENT
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. Type of
Type of Issue Describe
" Security (private. relationship
{common | placement,’ of Person
shares, public Type of with Issuer
convertible offering, Consideration | (indicate if .
Date of | debentures, | exercise of ‘ Total {cash, Related Commission:
fssue -ete.) warrants, | Number | Price | Procesds | property, stc.) Person) Paid
ofc.)
(b)  summary of options granted during the period;
- Name of Optionee | Generic description Market
Date Number if Related Person of other Optionees | Exercise Price. | Expiry Date | Price on
and relationship date of
- Grant
3. 8ummary of securities as at the end of the reparting period.

Provide the following lnformatlon in tabular format as at the end of the reportmg

period:
(@)

description of authorized share capital including number of shares for

each class, dividend rates on preferred shares and whether or not
cumulative, redemption and conversion provisions,

(b)
©

number and recorded value for shares issued and outstanding,

description of options, warrants and convertible securities outstanding,

including number or amount, exercise or conversion price and expiry date,
and.any recorded value, and

(d)

agreements or any other restriction on fransfer.

number of shares in each class of shares. subject to escrow or pooling

FORM & - QUARTERLY LISTING STATEMENT
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- 4, List the names of the directors and officers, with an indication of the
. position(s) held, as at the date this report is signed and filed.

SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS

Provide Interim MD&A if required by applicable securities legislation.

. Certificate Of Compliance
The undersigned hereby certifies that:

1. The undersigned is a director and/or seriior officer of the Issuer and has been
duly authorized by a resolution of the board of directors of the Issuer to sign
this Quarterly Listing Statement,

2. As of the date hereof there is no material information concerning the Issuer
which has not been publicly disclosed.

3. The undersigned hereby certifies to CNSX that the Issuer is in compliance
: with the requirements of applicable securities legislation (as such term is -
defined in National Instrument 14-101) and. all CNSX Requirements (as
~ defined in CNSX Policy 1). S

4. All of the information in this Form § Quarterly Listing Statement is true.

Dated

Name of Director or Senior Ofﬁéer

Signature

Official Capacity

FORM 5 - QUARTERLY LISTING STATEMENT
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Issuer Details "For Quarter Bate oTEep_ort
Name of Issuer Ended . YYMMD
Issuer Address

T ————— IR AR
City/Province/Postal Code Issuer Fax No. ] Issuer Telephone No.

() ()

Cortact Name _ - § Contact Position § Cantact Telephone No.
Contact Email Address : Web Site Address

FORM 6 - QUARTERLY LISTING STATEMENT
" November 14, 2008.
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FORM 7

MONTHLY PROGRESS REPORT _
Name of CNSX Issuer: (the “Issuer”).

Trading Symbol:

Number of Outstanding Listed Securities:

Date:

This Monthly Progress Report must be posted before the opening of trading on the fifth
trading day of each month. This report is not intended to replacs the Issuer’s obligation
to separately report material information forthwith upon the information becoming known
to management or to post the forms required by the CNSX Policies. If material
information became known and was reported during the preceding month o which this
report relates, this report should refer to the material information, the news release date
and the posting date on the CNSX.ca website. . o

This report is intended to keep investors and the market informed of the Issuers
ongoing business and management activities that occurred during the preceding month.
Do not discuss goals or future plans unless they have crystaliized to the point that they
are "material information" as defined in the CNSX Policies. The discussion in this report
must be factual, balanced and non-promotional. ‘

General Instructions

(@)  Prepare-this Monthly Progress Report using the format set out below., The
sequence of questions must not be altered nor should questions be omitted or
ieft unanswered. The answers to the items must be in narrative form. State
when the answer to any item is negative or not applicable to the Issuer. The title
to each item must precede the answer.

- (b)  The term "Issuer” includes the Issuer and any of its subsidiaries.
(c)  Terms used and not defined in this form are defined or interpreted in Policy 1 ~
Interpretation and General Provisions. :

Report on Business

1. Provide a general overview and discussion of the development of the Issuer's
business and operations over the previous month. Where the Issuer was
inactive disclose this fact.

2. Provide a general overview and discussion of the activities of management.

3. Describe and provide details of any new products or services develop.ed or
offered. For resource companies, provide details of new drilling, exploration or

FORM 7 - MONTHLY PROGRESS REPORT
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10.

11.
12.-

13.

14.

production programs and acquisitions of any new properties and aitach any
mineral or oil and gas or other reports required under Ontario securities law.

Describe and provide details of any products or services that were discontinued.
For resource companies, provide details of any drilling, expioration or production
programs. that have been amended or abandoned. .

Describe any new business. relationships entered into between the Issuer, the
Issuer's affiliates or third parties including contracts to supply products or
services, joint venture agreements and licensing agreements etc. State whether
the relationship is with a Related Person of the Issuer and provide details of the
relationship.

Describe the expiry or termination of any contracts or agreements between the
Issuer, the Issuer's affiliates or third parties or cancellation of any financing
arrangements that have been previously announced.

Describe any acquisitions. by the Issuer or dispositions of the lssuer's assets that
occurred during the preceding month. Provide details of the nature of the assets
acquired or disposed of and provide details of the consideration paid or payabie
together with a schedule of payments if applicable, and of any valuation. State
how the consideration was determined and whether the acquisition was from or
the disposition was to a Related Person of the Issuer and provide details of the
relationship..

Describe the acquisition of new customers or loss of customers.

Describe any new developments or effects on intangible products such as brand
hames, circulation lists, copyrights, franchises, licenses, patents, scftware,
subscription lists and trade-marks.

Report on any employée hirings, terminations or lay-offs with details of
anticipated length of lay-offs. :

Report on any labour dispLites arid resolutions of those disputes if applicable.

Describe and provide details of legal proceedings to which the Issuer became a
party, including the name of the court or agency, the date insfituted, the principal
parties to.the proceedings, the nature of the claim, the amount claimed, if any, if
the proceedings are being contested, and the present status of the proceedings.

Provide details of any indebtedness incurred or repaid by the Issuer fogether with

-the terms of such indebtedness.

Provide details of any securities issued and options or warrants granted.

Security Number Issued | Details of Issuance | Use of Proceeds'”

(1) State aggregate proceeds and intended allocation of proceeds.
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15.
16.
17.

Provide details of any loans to or by Related Persons.
Provide details of any changes in directors, officers or committee members.

Discuss any trends which are likely to impact the Issuer including trends in the
Issuer’s market(s) or political/regulatory trends.

FORM 7 - MONTHLY PROGRESS REPORT
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Certificate Of Compliance.

The undersigned h.'eréb‘y certifies that:

1. The undersigned is a director and/or senior officer of the Issuer and has been
duly authorized by a resolution of the board of directors of the Issuer to sign this
Certificate of Compliance.

2. As of the date hereof there were is no material information concerning the Issuer

which has not been publicly. disclosed.

3. The undersigned hereby certifies to CNSX that the Issuer is in compliance with
the requirements of applicable securities legisfation (as such term is defined in
National Instrument 14-101) and all CNSX Requirements (as defined in CNSX

Policy 1). .

4. All of the information in this Form 7 Monthly Progress Report is true.

Dated
Name of Director or Senior
Officer
Signature
Official Capacity
Issuer Details Fbr Month Date of Report
‘Name of Issuer End YYMM/D

Issuer Address

City/Province/Postal Code

(.) (

Issuer Fax No. { Issuer Telephone No.

)

Contact Name Contact Contact Telephone No.
Position
‘| Web Site Address

Contact Email Address
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FORM 10
NOTICE OF PROPOSED SIGNIFICANT TRANSACTION (not involving

an issuance or potential issuance of a listed security )1

Name of CNSX Issuer: . _ _ (the “Issuer”).

Trading Symbol:

Issued and Outstanding Securities of the Issuer Prior to Transaction:

Date of News Release Fully Disclosing the Transaction:

1. Transaction

1. Provide details of the transaction including the date, description and location
of assets, if applicable, parties to and type of agreement (eg: sale, option,
license, contract for investor Relations Activities etc.) and relationship to the
issuer. The disclosure should be sufficiently complete to enable a reader to
appreciate the significance of the transaction without reference to any other
material:

2. Provide the following information in relation to the total consideration for the
transaction (including details of all cash, non-convertible debt securities or
other consideration) and any required work commitments:

(2) Total aggregate consideration in Canadian dofiars: _
(b) Cash:
(©) Other:
{d) Work commitments: _
3. State how the purchase or sale price and the terms of ahy agreement were.

determined (e.g. arm’s-length negotiation, independent committee of the
Board, third party valuation efc).

" If the transaction involved the issuance of securities, other than debt securities that are not convertible into
i securiti ¢ Form 9.

FORM 10 - NOTICE OF PROPOSED
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Provide details of any appraisal or valuation of the subject of the transaction
known to management of the Issuer:

If the transaction is an acquisition, details of the. steps taken by the Issuer to
ensure that the vendor has good title to the assets being acquired:

Provide the following information for any agent's fee commission, bonus or
finder's fee, or other compensation paid or'to be paid in connection with the
transaction (including warrants, options, etc.):

(a) Details of any dealer, agent, brdker or other person receiving
compensation in connection with the transaction (name, address. If
a corporation, identify. persons owning or exercising voting conirot
over 20% or more of the voting shares if known to the Issuer):

{b) Cash
(c) - Other

State whether the vendor, sales agent, broker or other person receiving
compensation in connection with the transaction is a Related Person or has
any other relationship with the Issuer and provide details of the relationship. __

If applicable, indicate whether the transaction is the- acquisition of an interest
in property contiguous to or otherwise related to any other asset acquired in
the last 12 manths.

FORM 10 - NOTICE OF PROPOSED
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2

Development

Provide details of the devélopment.- The disclosure should be sufficiently complete to
enable a reader to appreciate the significance of the transaction without reference to

any other material:

3.

Certificate Of Compliance

The undersigned hereby certifies that:

1.

Dated

The undersigned is a director and/or se‘nit_)'r.officer of the Issuer and has been
duly authorized by a resolution of the board of directors of the Issuer to sign
this Certificate of Compliance. :

To the. knowledge of the Issuer, at the time an agreement in principle was
reached, no pary to the transaction had knowledge of any undisclosed
material information: relating to the Issuer, other than in relation to the
transaction. :

As of the date hereof there is no material information con_cern‘ihg the issuer

‘which has not been publicly disclosed.

The undersigned hereby certifies to CNSX that the Issuer is in compliance
with the requirements of applicable securities legislation (as such term is.
defined in Nafional Instrument 14-101) and all CNSX Regquirements (as
defined in CNSX Policy 1).

All of the information in this Form 10 Notice of Prdposed Significant
Transaction is true.

Name of Director or Senior
Officer

Signature

Official Capacity
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EXHIBIT D

Cross Volume as a

% Change from

Net Trading Volume  Crass Volume Volume % of Tatal Volume Previous Month (Net)
267,000,180 22,687,111 289,687,291 7.83% 0.00%
204,232,857 50,180,950 254,413,807 19.72% -12.18%
162,737,182 32,826,544 195,563,726 16.79% -23.13%
167,722,629 59,085,232 226,807,861 26.05% 15.98%
124,014,330 39,225,238 163,239,568 24.03% -28.03%
168,748,972 31,778,055 200,527,027 15.85% 22.84%
100,629,280 14,379,051 115,008,331 12.50% -42.65%

51,635,915 13,066,043 64,701,958 20.19% -43.74%
115,970,809 7,783,370 128,764,179 6.20% 91.27%
171,504,257 30,511,279 202,015,536 15.10% 63.24%
142,864,206 20,718,908 163,583,114 12.67% ~19.02%
134,162,36! 9 Y

3,060 22

Pure Trading - Monthly Shares Traded
(Net of Crosses, Debts, Warrants & Rights)

Jan-09 Mar-03

May-09

Juk-09

Sep-09

Nov-09

Pure Trading - Monthly Shares Traded
{Including Crosses, Debts, Warrants & Rights)

23

Jul-09

Sep-09

Nov-09




