ALBERTA SECURITIESCOMMISSION
NOTICE

Proposed National Instrument 43-101, Form 43-101F1
and Companion Policy 43-101CP
Standards of Disclosure for Mineral Projects

The Alberta Securities Commission, together with other members of the Canadian Securities
Adminigrators (the “CSA”), is publishing for comment proposed Nationa Instrument 43-101
Standards of Disclosure for Mineral Projects (the proposed “Nationd Instrument”), Form 43-
101F1 Technical Report (the proposed “Form™) and proposed Companion Policy 43-101CP (the
proposed “Policy”). The proposed Nationd Instrument, Form and Policy are referred to collectively as
the proposed “ Instruments’.

This Notice provides background information, summarizes key ements of the proposed Instruments
and subgtantive changes from a previoudy published proposd, and solicits public comment. The texts
of the proposed Instruments that accompany this Notice include footnotes that are not part of the
proposed Instruments but that have been included to provide further background and explanation.

The CSA expect that the proposed Instruments will come into effect on or before December 31, 2000.
Until then, the CSA encourage issuers to adhere to the standards set out in the proposed National
Instrument in any ord statements or written disclosure of scientific or technica information made
concerning amining project. See"Implementation and Trangition™” below.

1 Purpose and Substance of the Proposed Instruments

The CSA seek to enhance the accuracy and integrity of public disclosure of scientific and technicd
information by or on behdf of securitiesissuersin the mining sector, through a consolidation and
expansion of current disclosure and reporting requirements. The proposed Instruments would require
that public disclosure of scientific and technical information is based on the work of experienced
professonds and presented with consistent terminology and relevant background informeation.

The CSA are of the view that the proposed Instruments will enhance investor protection and the
fairness and efficiency of Canadian capita markets. The CSA consider the proposed Instrumentsto be
cons stent with the recommendations of The Toronto Stock Exchange/Ontario Securities Commission
Mining Standards Task Force (the "OSC-TSE Task Force") set out in its January 1999 Find Report.

The proposed Nationad Instrument establishes standards for dl ord statements and written disclosure
by or on behdf of an issuer concerning minera projects that are reasonably likely to be made available
to the public.
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All scientific and technica disclosure concerning minerd projects, including ord statements and written
disclosure in news releases, prospectuses and annua reports, must be based on information prepared
by or under the supervision of an experienced professond (a"qualified person”).

Disclosure of minera resources and mineral reserves must apply prescribed terminology that is
consgtent with the Mineral Resour ce/Reserve Classification: Categories, Definitions and
Guidelines (the "CIM Resource/Reserve Classifications') prepared by the Ad Hoc Committee on
Reserve Définitions (the "CIM Ad Hoc Committee") of the Canadian Ingtitute of Mining, Metdlurgy
and Petroleum (the "CIM™).  Where such didcosure is made in writing, specified background
information would aso be required.

In certain circumstances, public disclosure must be supported by awritten technica report (the
proposed Form), prepared and certified by a"qualified person” and filed with the securities regulatory
authorities. In specified circumstances the technicd report must be prepared and certified by aqudified
person that is independent of the issuer.

The proposed Policy provides CSA views and guidance on the interpretation and gpplication of the
proposed Nationa Instrument and Form.

2. Background

The proposed Instruments originated with the reformulation of Nationa Policy Statement No.

2-A Guide For Engineers, Geologists and Prospectors Submitting Reports on Mining Properties
to Canadian Provincial Securities Administrators (“NP 2-A”) and Nationa Policy Statement No.
22 Use of Information and Opinion Re Mining and Oil Properties by Registrants and Others (“NP
22"). NP 2-A sets out requirements for the preparation of technica reports concerning minera
projects that are filed with securities regulators. NP 22 addresses the use of information and opinions
regarding natural resource properties by registrants and issuers and sets standards for references to
technicd datain reports, letters or other publications used directly or indirectly to further the sdle of
securities.

On duly 3, 1998 the Commission, together with other members of the CSA, published proposed
Nationd Instrument 43-101, then entitled Standards of Disclosure for Mineral Exploration and
Development and Mining Properties, and proposed Companion Policy 43-101CP (in this Notice
referred to respectively as the “ 1998 proposed Instrument” and the “ 1998 proposed Policy”, and
collectively as the “ 1998 proposed Instruments’).

The 1998 proposed Instruments consolidated and expanded upon the disclosure and reporting
requirements of NP 2-A and NP 22 in their gpplication to the ming sector by:
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edtablishing standards for al public disclosure by or on behdf of an issuer of securities
concerning minera projects on properties materia to the issuer, including prescribed
terminology and content and the requirement that al such disclosure be based on information
prepared by or under the supervision of a person;

edtablishing standards for digibility asaquaified person;
specifying circumstances in which public disclosure must supported by afiled technica report

prepared and certified by a quaified person, and circumstancesin which that quaified person
must be independent of the issuer.

Publication of the 1998 proposed Instruments was accompanied by a Notice that included request for
public comment on the 1998 proposed instruments generaly and on four specific matters.

the impact of the proposed requirement for a quaified person;
extension of the proposed time period for filing technica reportsin certain circumstances,
the proposed attributes of, and exemption available to, a*“ senior resource issuer”; and

the proposed requirements for filing an independently-prepared technica report.

The CSA received comments on the 1998 proposed Instruments from the 36 commenters identified in
Appendix A to thisNotice. A summary of their comments, together with CSA responses, is provided
in Appendix B to this Notice.

3.

Changes from 1998 Proposed I nstruments

The CSA carefully reconsidered such matters as the respective roles and responsbilities of issuers and
professonas, conditionsfor digibility as"qudified persons' and factors affecting their independence
from issuers, standard terminology and the content and certification of technical reports.

Although important principles of the 1998 proposed Instruments are preserved in the new proposed
Instruments, the CSA have made extensive revisions from the 1998 proposed Instruments. Changes
include the addition of the proposed Form, which consolidates and clarifies certain dements of the
1998 proposed Nationa Instrument and the 1998 proposed Policy. Many of the changes reflected in

the proposed Instruments address specific public comments. Other changes are intended more
generdly to clarify the scope of, and the responghilities imposed by, the proposed Instruments.

In addition to consdering the comments received on the 1998 proposed Instruments, the CSA
considered the CIM Resource/Reserve Classifications and the draft Mineral Exploration "Best
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Practices’ Guidelines (the "Best Practices Guiddines") prepared on the recommendation of the TSE-
OSC Task Force by acommittee comprised of mining and exploration industry professonas and
regulators. The Best Practices Guidelines were published for comment in October 1999 by the
Prospectors and Developers Association of Canada and are expected to be findized in the near future.

A summary of subgtantive changes from the 1998 proposed Insruments follows. Other changes that
may be of interest to readers are discussed in Appendix B to this Notice.

@ Roles and Responsibilities of 1ssuersand Qualified Persons

The proposed Instruments make clearer that the responsibility for ensuring that disclosure complies with
the new requirements rests with issuers:

An issuer and its directors and officers are respongble for the proper use of scientific and
technica information and any technica report provided by a qudified person.

The proposed Nationa Instrument now statesthat it isthe issuer that "shal ensure® compliance
with key requirements set out in Parts 2 and 3.

As was the case under the 1998 proposed Instruments, a qualified person is respongible for
preparing technical reports and providing scientific and technical advice in accordance with
professiona and industry standards.

A qualified person would not be not liable for a misquote or misuse of atechnica report or
other information or advice provided to an issuer by the quaified person unless the qudified
person consented to the disclosure that contains the misquote error or misuse.

A qualified person would be entitled to rely upon lega and other experts with repect to
information outside the quaified person’s area of expertise and could include a disclaimer to
that effect in atechnical report.

The proposed Instruments make clearer their focus on information disclosure, not fiedld mining
practices.

. With the exception of amandatory field ingpection by at least one qualified person
working on atechnical report, the manner in which a quaified person carries out work
isleft to the qualified person’s discretion. Technica procedures to be followed are not
prescribed but instead must be discussed in atechnica report and, in certain instances,
in public disclosure by an issuer.
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. Unlike the gpproach taken in parts of the 1998 proposed I nstruments concerning field
practices, the CSA now urge quaified persons to take account of the industry-
developed Best Practices Guidelines.

(b) Disclosure and Filing Requirements

The scope of "disclosure” to which the proposed Instruments gpply would exclude written
disclosure filed with a government agency pursuant to requirements other than securities
legidation.

Requirements gpplicable to both written and ora disclosure have been separated into a
different Part of the proposed Nationd Instrument from requirements applicable only to written
disclosure.

News releases would not have to identify a quaified person.

An issuer could satisfy the requirement to file atechnica report upon becoming areporting
issuer in ajurisdiction by filing atechnica report previoudy filed in another Canadian
jurisdiction, updated to reflect any materid change.

Other requirements for the filing of atechnica report have been modified or dlarified:

. A technica report would be required to be filed with a preliminary prospectus and if,
before the find prospectusisfiled, amaterid change occursin the subject matter of the
technica report, an updated technica report or an amendment to the technica report
musgt be filed with the final prospectus.

. An offeror under atake-over bid in which it is offering its securities would be required
to file atechnica report in support of disclosure, in the take-over bid circular, of minerd
resources or mineral reserves on materia properties of the offeror.

. An issuer that is the target of atake-over bid would be required to file atechnical
report at least 3 days prior to the expiry of the take-over bid in support of a directors
circular that includes new materia information concerning aminera resource or minerd
reserve of the issuer.

. An issuer would be required to file atechnica report in support of firg-time disclosure
of new minera resources or minerd reserves or of a 100% change in minerd resources
or minera reserves that is made in a short form prospectus, information or proxy
creular, offering memorandum (including an offering memorandum of a non-reporting
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issuer), rights offering circular, annud information form, annua report, directors
circular, take-over bid circular or news relesse.

(© "Qualified Person” Eligibility and Independence

The conditions for digibility asa"qudified person" have been darified and temporary relief has
been provided in recognition that some Canadian jurisdictions do not yet have statutorily-
recognized geoscientific professona organizations. A qudified person must:

. be anindividud;
. have a least 5 years of relevant experience; and

. belong to a satutorily recognized sdlf-regulatory organization with disciplinary powers.
For atrangtional two-year period, issuers would be able to comply with the proposed
Instruments by engaging individuals who do not satisfy this condition because their
jurisdiction does not have the equivaent of Albertals Association of Professond
Engineers, Geologists and Geophysicigts of Alberta ("APEGGA"), giving geoscientists
in those jurisdictions time to establish such organizations.

In cases in which an independently-prepared technical report is required, areport prepared by
an otherwise-independent qualified person would not be disqualified only by reason of the fact
that the mgority of that individud'sincome during asingle year was derived from the issuer.
That eement of "independence’ is now to be determined by reference to income over the three
year period preceding the date of the technica report.

d) Prescribed Terminology

The CSA have revised the definitions of "minera reserve’ and "minera resource’ to better reflect
industry practice and the CIM Resource/Reserve Classifications, taking into account regulatory rule-
making requirements:

The "possible reserves' category has been deleted.

The definition of "proven minerd reserve' is now redtricted to a deposit that isbeing mined or
developed.

Categorization of aminera resource as a"measured minera resource’ now requires a
confidence leve sufficient to be used as abasis for mine planning.
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. For greater ease of reference, the relevant provisions are now consolidated in the proposed
Nationa Instrument.

. Classfication of adepost of an industria minerad as aminerd reserve would no longer be
conditional on sales contracts being in place.

. A foreign issuer would be permitted to file atechnical report that applies specified foreign
minera resource and minerd reserve classficationsif areconciliation to the definitionsin the
proposed National Instrument is aso provided.

In the summer of 1999 the CIM Standing Committee on Reserve Definitions (the "CIM Standing
Committee") published new draft definitions and guiddines for minerd reserves and minerd resources.
Inview of their preliminary nature, the new draft definitions are not reflected in the proposed Nationa
Instrument. The CSA will, however, monitor industry developmentsin this areaand will consider
appropriate amendments to the proposed Nationa Instrument.

(e) Technical Reports- Content and Certification

. The proposed Instruments have been revised to further clarify the digtinction between (i)
issuer's responghilities for public disclosure and (i) the matters to be dedlt with by aqudified
person in atechnica reports, and to assst qualified personsin preparing technica reports. The
proposed Instruments now include, as a separate document, the proposed Form of technica
report, with prescribed contents and instructions.

. The certificate that accompanies afiled technica report must include: :

. disclosure of any prior involvement by the qudified person with the property reported
on and any factors that render the qudified person not independent of the issuer; and

. confirmation that the technica report has been prepared in conformity with generdly
accepted Canadian mining industry practice.

)] Exemption for Producing I ssuers

The 1998 proposed Instruments contemplated a limited exemption to certain issuers from the
requirement that, in specified circumstances, atechnica report mut be prepared by a qudified person
independent of theissuer. The exemption, which would be available only to issuers with substantial
mining production, was premised on the CSA's view that digible issuers would typicaly have
developed professional expertise and an internal reporting and review structure, and would be exposed
to monitoring by externd andydts, that enhance the rdliability of interndly-generated minerd reserve and
minera resource estimates.
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The CSA have modified the exemption in the new proposed Instruments:

. The term “producing issuer" replaces the term "senior resource issuer” to better reflect the
scope of and rationde for the exemption;

. To be digible for the exemption an issuer must meet atwo-part revenue test based on annud
audited financid satements: (i) $30 million (reduced from $50 million) of gross annua mining
revenues in the most recent year, and (i) aggregate gross annua mining revenues of $90 million
over the three most recent years.

. An issuer that would otherwise be required to file an independently-prepared technical report,
concerning a property that isthe subject of ajoint venture with a producing issuer, could
instead use ause atechnica report prepared by a quaified person retained by the producing
issuer. The CSA are of the view that the responghilitiesinherent in ajoint venture relationship
provide a further measure of religbility for the information filed in these circumstances.

. The proposed Instruments make clearer that the exemption extends only to the independence
aspect of atechnica report, not the requirement that a technica report be prepared and filed.

4, I mplementation and Transtion

The proposed Nationd Instrument is expected to be adopted as arule in each of Alberta, British
Columbia, Manitoba, Ontario, Nova Scotia and Newfoundland, as a Commission regulation in
Saskatchewan and asapolicy in al other CSA jurisdictions. At that time NP 2-A and NP 22, insofar
asit relatesto mineral projects, would be repeded.

The CSA anticipate that the proposed Instruments will come into effect in December 2000. No
specific trangtional measures are proposed at thistime.

The coming into force of the proposed Instruments would not itself necessarily trigger an immediate
obligation to file atechnical report prepared in accordance with the proposed Instruments. For most
issuers affected by the proposed Instruments, the requirements concerning technica reports would first
apply in connection with an annua report, annud information form or preliminary prospectus filed after
the proposed Instruments come into effect. 1n some cases these requirements would gpply earlier, in
connection, for example, with disclosure of new or materidly changed estimates of minerd resources
and minerd reserves on a property materid to the issuer after the coming into force of the proposed
Nationa Instrument.



9

Issuers are urged to begin taking into account the proposed requirements, particularly in connection
with the preparation of technica reports on which issuers may seek to rely after implementation of the
proposed Instruments.  Subject to any further notice to the contrary, atechnica report prepared in
accordance with the proposed Instruments (including use of terminology set out in the proposed
Nationa Insrument) after the date of publication of this Notice will be considered to comply with NP
2-A.

5. Comments

Interested parties are invited to make written submissions with respect to the proposed Nationa
Instrument. Submissions received by May 24, 2000 will be considered.

Submissions should be sent in duplicate to:

British Columbia Securities Commisson
Alberta Securities Commission
Saskatchewan Securities Commission

The Manitoba Securities Commission
Ontario Securities Commisson

Office of the Administrator, New Brunswick
Regigtrar of Securities, Prince Edward 1dand
Nova Scotia Securities Commission
Securities Divison, Newfoundland and Labrador
Regigrar of Securities, Northwest Territories
Regigtrar of Securities, Y ukon Territory
Regidrar of Securities, Nunavut

c/o John Stevenson, Secretary
Ontario Securities Commission

20 Queen Street West

Suite 800, Box 55

Toronto, Ontario

M5H 3S8

E-mail: jstevenson@osc.gov.on.ca
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Submissions should aso be addressed to the Commission des vaeurs mobilieres du Quebec as follows:

Claude St Pierre, Secrétaire

Commission des valeurs mobilieres du Québec
800 Victoria Square

Stock Exchange Tower

P.O. Box 246, 17th Floor

Montréal, Québec

H4Z 1G3

E-mail: claude.stpierre@cvma.com

A diskette containing the submissions (in DOS or Windows format, preferably Wordperfect) should
aso be submitted. As securities legidation in certain provinces requires that a summary of written
comments received during the comment period be published, confidentidity of submissions cannot be
maintained.

Questions may be referred to any of:

AgnesLau

Deputy Director, Capitd Markets
Alberta Securities Commission
Telephone: (780) 422-2191
E-mail: agneslau@seccom.ab.ca

Stephen Murison

Legd Counsd

Alberta Securities Commission
Telephone: (403) 297-4233

E-mail: stephen.murison@seccom.ab.ca

Adrianne Rubin Hawes

Senior Legd Counsd

British Columbia Securities Commisson
Telephone: (604) 899-6645

E-mail: ahawes@bcsc.be.ca

Wayne Redwick

Director, Corporate Finance

British Columbia Securities Commisson
Telephone: (604) 899-6699

E-mail: wredwick@bcsc.bc.ca
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Terry Macauley

Mining Consultant

British Columbia Securities Commission
Telephone: (604) 899-6723

E-mail: tmacauley@bcsc.bc.ca

Kathy Soden

Director, Corporate Finance
Ontario Securities Commission
Telephone: (416) 593-8149
E-mail: ksoden@osc.gov.on.ca

Doug Welsh

Lega Counsd, Corporate Finance
Ontario Securities Commission
Telephone: (416) 593-8068
E-mail: dwelsh@osc.gov.on.ca

Hugh Squair

Technica Consultant, Corporate Finance
Ontario Securities Commission
Telephone: (416) 593-8054

E-mail: hsquair@osc.gov.on.ca

Pierre Martin

Legd Counsd

Commission des vaeurs mobilieres du Québec
Telephone: (514) 940-2199 (ext. 4557)
E-mall: pierremartin@cvmg.com

March 24, 2000.

508440.2
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APPENDIX A

PUBLIC COMMENTSRECEIVED
ON 1998 PROPOSED INSTRUMENTS

Association professionnelle des géologues et des géophysiciens du Québec (APGGQ) by
letter dated November 6, 1998

Association of Professona Engineers & Geoscientists of Saskatchewan (APEGS) by
letter dated October 27, 1998

Association of Professiona Engineers and Geoscientists of the Province of British
Columbia (APEGBC) by letter dated October 29, 1998

Avdon Ventures Ltd. by letter dated September 10, 1998
Miron Berezowsky M.Sc., P. Eng. by letter dated October 30, 1998
Bottrill Geological Services by letter dated October 30, 1998

British Columbia Ministry of Energy and Mines (BCMEM) by letter dated October 28,
1998

Canadian Ingtitute of Mining, Metadlurgy and Petroleum (CIM) by letter dated November
13, 1998

Cominco Ltd. by letter dated October 30, 1998

R. E. Gae PhD.Eng. by letter dated July 20, 1998

Neil N. Gow by letter dated October 28, 1998

Halton Association of Geoscientists (HAG) by letter dated November 9, 1998
David Harquail by letter dated December 8, 1998

Inco Limited by letter dated October 30, 1998

Jonpol Investments Ltd. by memorandum dated July 20,1998

Pierre C. Labréque by letter dated October 28, 1998

Lang Michener Lawrence and Shaw Barristers & Solicitors by letter dated October 29,
1998

Lang Michener Lawrence and Shaw Barrigters & Solicitors, on behdf of the British
Columbia & Y ukon Chamber of Mines (BC/Y ukon) by letter dated October 30, 1998

Mammoth Geological Ltd. by letter dated October 30, 1998
MPH Consulting Limited by letter dated September 16, 1998
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33.

35.

36.
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Natural Resources Canada, Mineras and Metals Sector by letter dated September 25,
1998

Orinoco Gold Inc. by letter dated August 31, 1998
Oder Hoskin & Harcourt Barristers & Solicitors by letter dated November 11, 1998

Owen Owens Prof. Geosc., Retired (former V.P. Expl. Cominco Ltd.) by letter dated
September 1, 1998

Pan American Silver Corp. (PanAm) by letter dated November 3, 1998
John T. Postle by letter dated October 30, 1998

Professona Engineers Ontario (PEO) by letter dated September 10, 1998 and by |etter
dated November 11, 1998

Prospectors & Developers Association of Canada (PDAC) by letter dated November
12, 1998

Quebec Prospector's Association (The) (QPA) by letter dated November 5, 1998
Reid & Company, Barristers and Solicitors by letter dated October 30, 1998
Toronto Stock Exchange (TSE) by letter dated November 2, 1998

University of Nevada at Reno, Dr. Pierre Mousset-Jones, Professor of Mining
Engineering (U of N) by letter dated November 30, 1998

Vancouver Stock Exchange (VSE) by letter dated October 30, 1998
Victor Erickson, P.Eng. V.F. Erickson Consultants Ltd. dated October 29, 1998

Oliver Vagt, Minerds and Metals Sector, Minerals Divison Natura Resources Canada
dated October 30, 1998

A. James McCann, Chairman, Industrid Minerals Division of CIM dated November 2,
1998



APPENDIX B
SUMMARY OF COMMENTS
RECEIVED ON 1998 PROPOSED INSTRUMENTS
AND
RESPONSES OF THE CSA
The CSA received 36 submissions on the 1998 proposed Instruments.
The CSA conddered the submissions received and thank al commenters for providing their comments.
Thefollowing is asummary of the comments received, together with the CSA's responses, organized
by topic. The summary begins with topics concerning which comment was specificaly requested in the
1998 Notice and then addresses topics covered by submissions received in response to the generd
request for comment on the 1998 proposed Instruments.

PART |. SPECIFIC REQUESTSFOR COMMENT

A. | mpact of Requirement for Qualified Per son

The CSA specificdly requested comment on whether:

@ the requirement that disclosure concerning exploration, development and mining
operations reflect the views of a"qualified person” would impose excessive costs on
junior issuers and the extent of those cogts;

(b) the requirement would negatively affect timely disclosure by issuers of dl materid
changes, and

(© there are aternative measures that should be considered to ensure equivalent investor
protection.

The CSA received a number of comments specifically in response to the request for comments
on this matter. The commenters were generdly supportive of the requirement for the
involvement of a"qualified person”. With regard to () it was agreed by most commenters that
the requirement would impose additiond costs on those issuers thet did not dready have a
qudified person asssting in these matters. One commenter expressed the view that this
requirement would provide a deterrent to unscrupul ous operators and opportunists and
accordingly the additional cost was warranted.
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A concern was expressed regarding the requirement in the 1998 proposed Instruments that dl
qudified persons involved in the report ingpect the ste. The commenter stated that this would
lead to excessive expense. The CSA have amended the requirement for site ingpection (now
found in part 7 of the proposed Nationa Instrument) to make it clear that one of the qudified
persons involved in the preparation of the technica report is required to vigt the Ste. In
addition, section 5.2 of the proposed Policy states the CSA's recognition that there may be
circumgtancesin which it is not possible or beneficid to conduct aste vist. In these cases
gpplication can be made for an exemption from the requirement.

A commenter suggested that a qudified person should not be required to be involved in
disclosure of results from preliminary exploration programs or assay results. The CSA
consdered this suggestion but determined that it would not be appropriate to permit an
exception for these Stuations as disclosure of thistype of information often has an impact on
market activity and should be based on a qudified person's work.

Most commenters fdlt that the improvement in the quality of the disclosure expected to result
from the increased participation of qudified persons would be worth the additiona costs.

With regard to (b) and the effect on timely disclosure, most commenters recognized thet the
new requirements might make timely disclosure more difficult; however the commenters were
supportive of the requirements. Many commenters noted that the provisions permitting
disclosure of materid changes, in some instances, without the concurrent filing of atechnica
report, would help aleviate some of the timely disclosure concerns. In particular, most
supported the 30 day extenson for filing technica reports in connection with disclosure of
minera resources and minerd reserves other than disclosure made in ordinary course
continuous disclosure filings or offering documents.

A number of commenters were concerned that as a practical matter the qudified person might
be out of contact in the field and unable to "support” the public disclosure before it was made.
The CSA consdered these comments and concluded that satisfactory steps could generdly be
taken by an issuer so that this would not be apractica problem.

Commenters agreed that the involvement of a quaified person was an gppropriate manner in
which to improve the quality of disclosure and the CSA did not receive any suggestions on
dternative measures to ensure equivaent investor protection.
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Extension of Time Period for Filing Reports

The CSA specifically asked for comments on subsection 3.2(3) of the 1998 proposed National
Instrument (now subsection 4.2(4)) which relaxes the generd requirement that atechnica
report be filed not later than the filing of the document that it supports and permits the technica
report, in certain circumstances, to be filed up to 30 days after disclosureismade. The CSA
received severa comments on this matter. A number of commenters were concerned that this
provison could be problematic as there might be Situations when the disclosure did not
correspond to the information in the technical report filed later. The CSA have responded to
this concern by adding a new provision to the proposed Nationd Instrument (paragraph
4.2(4)(b)) requiring disclosure that reconciles any materid differences between a subsequently
filed technica report and the earlier disclosure.

Some commenters felt that provison should be made for extension of the 30 day period in
certain circumstances. The CSA considered this and determined that no change would be
made on the bags that in most instances, the 30 day period will be sufficient.

A new provision has been added (subsection 4.2(5)) which provides an extension of the time
period for filing of atechnical report that supports disclosure in an annua report or annua
information form concerning anew materid property if the property first becomes materid to
the issuer less than 30 days before the filing of the annud report or annua information form.
The technical report must be filed within 30 days of the date that the property first becomes
materid to theissuer. In addition, as discussed under "D. Requirements for Filing an
Independent Technica Report”, anew provison has been added (subsection 4.2(6)) permitting
the technica report required to be filed to support disclosure in adirectors circular relating to a
take-over bid, to be filed up to 3 business days prior to expiry of the take-over bid.

Attributes and Exemption of Senior Resource | ssuer (now " producing issuer")

Definition

A number of comments were received on the definition of senior resource issuer (now
"producing issuer™). Certain of the comments dedlt with the fact that the definition would cause
apractica problem for issuers close to the threshold who would fal outside the definition if
revenues were to dip below the cap dueto afdl in meta prices. In response to this comment
the CSA have amended the definition so that instead of the test being based on annud revenue
for each of the three most recent financia years, the test isto be met in the most recent financia
year and in the aggregate over the three most recently completed years.

While many commenters beieve that gross annud revenues of $50 million is an gppropriate
measure of seniority others argued that this threshold was too high and that gross revenues of
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$25 million would be an appropriate test. The CSA considered the suggestions made and
performed their own review of datistical data and concluded that gross annua revenues from
mining operations of $30 million would be the appropriate test for a producing issuer. The
definition has been amended accordingly.

A number of commenters suggested that gross revenue was not agood indicator of seniority
and that market capitaization or net assets might be better. One commenter suggested that
eigibility to use ashort form prospectus would be an gppropriate indicator of producing issuer
gatus. The CSA consdered these comments but determined not to include market
capitdization, short form prospectus digibility or gross assets as an indicator of seniority as
these tests would alow speculative pre-production companies to be producing issuers for
purposes of the proposed Nationa Instrument. The CSA are of the view that only those
issuers that have revenue generated from mining operations should be exempted from the
independent reporting requirements under the proposed National Instrument. Those issuers
meseting the mining revenue test have amining operation which is of asize where the issuer is
likely to have qualified professond staff, gppropriate Structures for reporting and review and
would be producing information for operating purposes, al of which support the rdiability of the
information.

2. Exemption of Senior Resource Issuer (now " producing issuer™)

The CSA asked for comments on the provisons which rdieve producing issuers of the
obligation to have an independent qualified person prepare the technica report that is required
to befiled.

A number of commenters felt that the exception for producing issuers was philosophicaly
unsound. In their view large issuers are not necessarily technically more proficient than smaller
issuers. Some commenters aso misunderstood and thought that producing issuers were being
relieved from the obligation to file any technicd reports. The proposed Nationd Instrument
only relieves the producing issuer from the requirement to file an independent technica report in
connection with the filing of adocument that discloses for the first time minera resources or
minera reserves on amateria property or discloses a 100% or greater change in minera
resources or minerd reserves from the most recently filed independent technical report. In
these circumstances the producing issuer must ill file atechnical report but it can be prepared
by a non-independent qudified person.

The CSA have considered the concerns expressed and determined that it is appropriate to
provide this limited relief for producing issuers. The rationae for this exemption isthat an issuer
with subgtantia revenue from mining operations will typicaly have developed professond
expertise and be exposed to continuing external monitoring, both viewed by the CSA as
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motivators for the maintenance of high standards for disclosure. In addition, the production
activity substantiates, to a certain degree, the previoudy reported estimates of minera resources
and minerd reserves. The added protection of independent reporting is not therefore viewed
by the CSA as necessary.

Requirementsfor Filing an | ndependent Technical Report

The CSA asked for comments on the requirement in the 1998 proposed Instruments that an
independent technical report be filed with the regulators to support certain disclosure. A
number of comments were received. This requirement was clearly controversad. Each of the
commenters recognized that there were some stuations in which the technica report should be
prepared by an independent qualified person, such asfor litings or public financings.

However, a number of commenters expressed the view that the independence requirement
should not extend to disclosure documents such as offering memoranda and directors circulars
in connection with take-over bids. One commenter did not believe that independent technica
reports should be required in connection with the reporting of minera reserves.

The CSA recognize the difficulties that could be encountered in the production of an
independent technica report to accompany adirectors circular in ahostile take-over bid
gtuation. The CSA consider, however, that if the directors circular contains new materia
information on minera resources or minerd reserves, it should be supported by a technicd
report. The proposed National Instrument has been amended to add a provision (subsection
4.2(6)) permitting the technical report in this situation to be filed up to 3 business days prior to
the expiry of the take-over bid. Furthermore the technica report filed in this regard need not
be independent unless the directors circular discloses minera resources or minerd reserves for
the firgt time on amaterid property or a least a 100% change in minera resources or minerd
reserves from the last independent report filed.

A commenter was concerned that the requirement to file independent technical reportsto
support minera reserve disclosure would encourage issuers to stay in the minerd resource
category. The CSA do not agree with this comment. They expect that issuers that have
minerd reserves will be willing to get an independent technica report to disclose the minerd
reserves.

It was suggested that the regulators could ask for independent reports when they fdt that it was
warranted. The CSA are of the view that thiswould lead to inconsstency and uncertainty. The
CSA have determined that the proposed Nationd Instrument will mandate the circumstancesin
which independent technica reports are to be filed and alow for exemptions to be granted in
appropriate circumstances.
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A number of commenters were concerned about the requirements for independent technical
reports to be filed by ajunior issuer that isinvolved in or has agreed to become involved in a
joint venture on a property with a producing issuer. It was reported that frequently in these
circumstances a producing issuer would perform work on a property which would be materid
to the junior issuer but not to the producing issuer. In this Stuation the junior issuer would have
adisclosure obligation and a further obligation to file atechnica report. In many casesthe only
available technicd report would be one prepared by the staff of the producing issuer. That
qudified person would not be independent for purposes of the proposed National Instrument
and the junior issuer would be forced to engage an independent qualified person to prepare a
technical report. The CSA recognize the difficulty that this can cause. The CSA aso recognize
that there will be factorsin the joint venture relationship which support the rdiability of the
information prepared by the producing issuer participant in the joint venture. Accordingly, the
CSA have amended the proposed Nationa Instrument to provide that employees of a
producing issuer are independent visavisthe junior issuer that is or has agreed to be in ajoint
venture on the property with the producing issuer for purposes of preparing atechnica report
on the property under the proposed Nationd Instrument. The technical report filed must be
prepared in accordance with the proposed Form.

PART II. OTHER COMMENTSON THE PROPOSED NATIONAL INSTRUMENT

Scope of Qualified Person's Liability

A number of commenters asked for clarification of the scope of the qudified person's liahility.
The qudified person is responsible for preparing the technica report and providing scientific
and technicd advice in accordance with gpplicable professond standards. Thisis unchanged
by the proposed Nationd Instrument. The proper use of the technica report and other
scientific and technical information provided by the qualified person is the responsbility of the
issuer and its directors and officers. The onusis on theissuer and its directors and officersto
ensure that published disclosure is consistent with the contents of the related technical report or
advice. The qudified person should not be liable for a misquote or misuse of the technica
report or other scientific and technica information provided by the qudified person to the
issuer, unless the quaified person has consented to the disclosure which contains the misquote
or the misuse.

One of the causes of concern was the requirement that the technica report and certain written
disclosure include a discussion of the extent to which exploration rights and minera resource
and minerd reserve estimates could be affected by environmentd, legd, title and politica issues.
The respongbility of the qualified person does not extend to opining on legd, environmental,
political or other issues which are outside that person's area of expertise. In order to clarify
this, the CSA have amended the proposed Nationa Instrument to include a new section (6.3),
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which permits the author of the technica report to rely on the statements or opinions of others
for information concerning legd, environmentd, political and other non-technicad meatters and to
include a disclaimer to this effect.

Mineral Projectsand the Title of the Proposed National | nstrument

A commenter suggested that the term "minerd projects’ should encompass minerd (i)
exploration; (ii) development; and (iii) producing properties and that the title of the proposed
Nationa Instrument should be amended to be " Standards of Disclosure for Minerd Projects’.
The proposed Nationa Instrument has been amended to change the title and to include a
definition of "minera projects' to replace the definition of mining project.

Part 1 - Application, Definitions and | nter pr etation

1. Section 1.1- Application

A number of commenters expressed concern regarding the scope of the application of the
proposed National Instrument. They requested that the section be amended to clearly State that
the proposed Nationd Instrument applies only to "scientific and technica™ disclosure, not other
disclosure. This section has been amended to State that the proposed National Instrument
"gppliesto dl ora statements and written disclosure of scientific or technical information
including disclosure of aminera resource or minera reserve made by or on behdf of an issuer
in repect of aminera project of the issuer”.

2. Definition of " adjacent property”

A commenter was concerned that the definition of "adjacent property™, which sets a 2 kilometre
limit, is ingppropriate and that the boundary should be I&ft to the discretion of the qualified
person. Another commenter suggested that the word adjacent is commonly understood and
did not need to be defined in the proposed Nationa Instrument.

In response to the first comment, the CSA are not willing to leave the definition without a
geographic guiddine. Accordingly, no change has been made in thisregard. In response to the
second comment, the CSA disagree with the commenter and believe that, without a definition,
"adjacent” might be interpreted as meaning "adjoining’.



3. Definition of " disclosure"

A number of commenters expressed concern that the definition of "disclosure” istoo broad asit
includes ord statements made by or on behalf of anissuer. It was suggested that the proposed
Nationa Instrument should only apply to disclosure intended to be filed under securities
legidation.

The CSA do not agree with these comments. The CSA intend that parts of the proposed
Nationa Instrument gpply to al disclosure including oral disclosure satements(see sections 2.1
and 2.2) because ord statements by the issuer concerning minera projects may be relied upon
by market participants as a basis for investment decisons and must therefore be rdigble and in
conformity with standards.

A commenter was concerned that the definition of disclosure would include assessment reports
and other reports submitted to government agencies other than securities regulators. While the
CSA are of the view that these reports would not be caught by the definition as they are not
"intended to be, or reasonably likely to be, made available to the public”, in order to clarify this,
the definition has been amended to specifically exclude these documents.

4. Definition of " document”

A commenter noted an inconsstency between the definition of "document’ and the way in which
that word is used in the proposed National Instrument. In response to this comment the
proposed Nationa Instrument has been revised to delete the definition of "document” and
include a definition of "written disclosure”.

5. Definition of " exploration information™

A commenter suggested that the word "drilling" be added to this definition. This change has
been made.

Another commenter suggested that the words "prospect” and "deposit” used in this definition be
defined. The CSA bdlieve that these terms are well understood in the mining industry and,
accordingly, no change has been made in response to this comment.

6. Definition of " feasibility study”

Comments were received regarding the definition of "feasbility sudy”. A commenter suggested
that the definition be revised to include a sandard for the quality of the study, such asastudy in
aform sufficient to satisfy the assessment requirements of internationd financid inditutions. The
CSA congdered this comment but determined not to amend the definition in thisregard asit is
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the respongbility of the quaified person to ensure that he or sheis stisfied that the feasibility
study is sufficiently comprehendve to serve as abasis for adecision on production.

It was suggested by a number of commenters that the definition should be amended to expand
the factors consdered to include socio-economic factors and legd and other matters. The
CSA agree that there are many factors to be considered and accordingly the definition has been
amended to add "other rlevant” factors.

7. Definition of " geoscientist"

Comments were received suggesting thet the definition of "geoscientist” be amended to require
adandard of qudification or professonaism. A commenter recommended the inclusion of the
words "qudified by arecognized university or equivdent academic indtitution in the fied of earth
sciences'.

The CSA determined that no change should be made to the definition of "geoscientist”. This
definition has been included to alow the collective reference to geologidts, geochemists and
geophysicists. The CSA are sendtive to the substance of these comments because at present,
there are no sdlf-regulatory associations for geoscientists in Ontario, Québec, New Brunswick
or in Nova Scotiaand certain foreign jurisdictions. Thisissue was addressed during the CSA's
congderation of the definition of "professond association” (see 9 below).

8. Definition of " preliminary feasibility study”

Commenters found the definition of "preiminary feasibility study" unnecessarily complicated and
confuang. All of the comments received on this matter noted that the definition falled to define
the critica role of these sudies in the business plan of an issuer which isto determineif al or
part of the resources of adeposit may be classified as minerd reserves.

The CSA consdered these comments but determined that no change would be made to the
definition because it is the respongibility of the quaified person to ensure that he or sheis
satisfied that the prdiminary feasibility study is sufficiently comprehensgive to support an
estimation of minera reserves.

0. Definition of " professional association”

Comments were received concerning the definition of "professiona association”. Of grestest
concern was the fact that geoscientists at present need not or cannot be members of a
professional association, as defined, in Ontario, Québec or certain other provinces or in certain
foreign jurisdictions. Accordingly, these people could not be "qudified persons’ for purposes
of the proposed Instruments. 1t was felt however by most commenters that only associations
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created by statute should be recognized as professiona associations because these associations
edtablish and maintain professona standards through their powers of self regulation.

A number of changes have been made to the definition in response to the comments. Under the
amended definition, only associations that have been given authority or recognition by statute
are professond associations. However for a period of two years from the date of publication
of the Nationd Instrument in fina form, geoscientists in a Canadian jurisdiction that does not
have a gatutorily recognized self-regulatory association will be included in the definition of
professond association, enabling them to be "qudified persons’ during this period.

10. Definition of " qualified person™

The CSA received anumber of comments regarding the definition of "qualified person”. Many
commenters were concerned that the definition went beyond the concept of "'competent person”
established under the Australasian Code for Reporting of Mineral Resources and Ore Reserves
and included corporations and other legd entities who could not be disciplined by the self-
regulatory organizations whose members are individuas. The CSA agree with this comment
and have amended the definition so that only individua's can be recognized as qudified persons.

Many commenters suggested that it would be gppropriate to use the competent person concept
used in other placesin theworld. The CSA have resolved to use a concept which is different
from the concept of "competent” used elsewhere in the world.

A number of commenters questioned the experience requirement, some suggesting that 5 years
of experience was not sufficient, others suggesting that 5 years of experience was sufficient
provided that the experience was current and another suggesting the appropriate number of
years of experience should be |€ft to the professona associations governing qudified persons.
Most commenters fdlt that the experience should be relevant to the particular mineral project.
The CSA have maintained the 5 year requirement but have amended the definition to require
that the experience be relevant to the subject matter of the minera project. The CSA are not
comfortable with leaving the determination of requisite experience to various professiona
organizations. 1ssuers need to be able to look to the proposed National Instrument for the
appropriate standard.

One commenter suggested that the quaified person requirement is unnecessary and
burdensome for producing issuers and that the requirement should only be impaosed on issuers
which do not have the required expertise within the company. The CSA have retained the
requirement of quaified person involvement for dl issuers. The CSA are of the view that the
involvement of qualified persons will enhance the integrity of the information provided to the
investing public.
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11. Definitions of " mineral resources’ and " mineral reserves'

Comments were received concerning the definitions of "minerd resources’ and "minerd
reserves’ (including the categories within those definitions). Mot of the comments suggested
that the definitions should ether conform exactly with the definitions of the CIM Ad Hoc
Committee or with some other international code such as the JORC Code. Some commenters
suggested that the definitions adopted by the Canadian Ingtitute of Mining, Metdlurgy and
Petroleum could be incorporated by reference. Other comments made detailed suggestions for
revisonsto the definitions. Asdiscussed in the Notice, the CSA spent agreat ded of time
consdering the definitions of minerd resources and minerd reserves and met severd times with
representatives of the CIM Standing Committee and representatives from industry and other
securities regulatory authorities. The definitionsincluded in the proposed Nationd Instrument
reflect the definitions currently generdly accepted in the Canadian mining industry. The
definitions are consistent with the definitions adopted by the CIM Ad Hoc Committee in 1996
and have been changed only to conform to legidative drafting standards or to reflect
developments in the industry since the adoption of the CIM Ad Hoc Committee definitions.
The CSA recognize that thisis an evolving area and changes are expected to be proposed by
industry following a completion of work currently underway by the CIM and internationdly by
the Council of Mining and Metdlurgicd Inditutes.

Certain specific changes which have been made to the definitions are noted below.
@ the deletion of the category of possible reserves,

(b) the definition of "measured minera resource" includes a requirement that there be
aufficient confidence in the estimate that it can be used as abasis for detailed mine

planning;

(© the definition of "proven minerd reserve’ has been amended to the effect thet only a
deposit that is being mined or being devel oped may be classfied as a proven minerd
reserve. The revised definition is consstent with the definition of the CIM Ad Hoc
Committee,

(d) the guidance concerning the interpretation of the defined terms has been moved from
the 1998 proposed Policy into the proposed Nationd Instrument so that al of the
provisons regarding interpretation of these terms can be found in sections 1.3 and 1.4
of the proposed Nationd Instrument;

(e the word "minera™ has been added to each of the terms as many commenters felt that
the words resource and reserve were too generic and needed the qudifier;
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® the term quantity is used throughout the definitions and the proposed Nationa
Instrument rather than tonnage and a definition of quantity has been added to make it
clear that this term refersto ether tonnage or volume depending on which termis
gandard in the mining industry for the type of minerd; and

(9 the proposed I nstruments have been amended to permit foreign issuersto file a report
using the minera resource and minera reserve classfications of certain foreign codes as
long as areconciliation to the classfications and categoriesin the proposed Nationd
Instrument is included (section 6.4). A provision has aso been added to the proposed
Form (Ingtruction 3 of Item 18) which permits issuers incorporated or organized in a
foreign jurisdiction to file atechnica report that utilizes the minera resource and minera
reserve categories of the Austrdasian Code for Reporting of Minerd and Ore Reserves
(the "JORC Codge"), the minerd classfication system and definitions approved by The
Ingtitution of Mining and Metdlurgy in the United Kingdom (the "IMM System™) or the
circular published by the United States Bureau of Mines/United States Geological
Survey entitled "Principles of a Resource/Reserve Classification for Minerds' ("USGS
Circular 831"), provided that areconciliation isfiled with the technica report.

12. Definitions to be Added

A commenter suggested that a definition of junior resource issuer be added and that these
issuers be exempt from certain obligations to obtain information or technica reports from
quaified persons. The suggestion was to exempt issuers with amarket capitalization of less
than $10 million.

The CSA do not agree with the suggestion. Small issuers and thelr investors are often the most
vulnerable and for that reason the requirements of the proposed Nationa Instrument are
particularly important to them.

A commenter suggested that a definition of "non-destructive sampling” be added to the
proposed Nationa Instrument and used whenever sampling and andlysisisused. The CSA are
of the view that specific references to this term are not necessary.

A commenter suggested that the definition section be amended to include definitions of such
termsas"mugt” and "should”". Theseterms are interpreted in the locd legidation and so will not
be defined in the proposed Nationd Instrument. This same commenter also suggested that
verification guideines should be sat out in the proposed Nationd Insrument. The CSA believe
that the gppropriate forum for the development and publication of verification guiddinesisan
industry associaion.
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13.  Section 1.5- Interpretation (formerly section 1.3)

A number of commenters suggested that subsections (1),(2) and (3), which interpret the phrase
"affiliated entity”, should be deleted. The CSA have retained these subsections as they contain a
broader concept than is currently in securities legidation in that they extend to unincorporated
entities. These subsections areidenticdl to interpretation sections found in other instruments and
rules.

14.  Subsection 1.5(4)- Non-Independence of Qualified Person (formerly subsection
1.3(4)

The CSA received anumber of comments concerning the provisons stipulating when a
qudified person is not independent for purposes of the proposed Nationd Instrument. A
commenter asked why the fact that aquaified person a aminera consulting firm Sts on the
board of directors of an issuer should disquaify another qudified person at the same firm from
ddivering an independent report. The CSA are of the view that board membership may in fact
affect the ability of other members of the same firm to render independent advice. The
provisons of the proposed Nationd Instrument were drafted to be consstent with the
comparable provisons of the Ontario Securities Commission's Policy 9.1 which prohibit afirm
from preparing avauation if avauator at the firm Sts on the board of the issuer.

The CSA received a number of comments regarding the provisons of paragraph (b) (now (d)
which gtated that a quaified person who receives a substantia portion of his or her annua
incomein the prior year from one client is not independent of that issuer. 1t was suggested that
it isnot unusud for a particular consultant to work for an issuer for a subgtantia period of time
during which he or she becomesincreasngly knowledgeable with respect to the issuer's
properties. The CSA acknowledge that a qualified person who is a sole practitioner or
involved in aamdl or medium szed firm and who is actively managing awork program may
recelve a subgtantia portion of his or her income from a particular issuer. This Stuation may
continue if, for example, the issuer chooses to retain the same qudified person to continue work
on further stages of the work program in light of the qualified person's experience and
knowledge of the minera property. The CSA are of the view, however, that the longer the
gtuation prevails the less independent the relationship between the qudified person and the
issuer becomes. At some point the CSA consider that, where independence is required,
another qudified person must be retained. Accordingly, the CSA have amended this paragraph
to provide that the qualified person is no longer independent of a particular issuer if he or she
receives the mgority of hisor her income from the issuer in the three years preceding the date
of the technica report.

A commenter asked for a definition of the phrase "reasonable expectation of future
employment”. This phrase has been removed from the proposed I nstruments.
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A commenter raised concerns with the provisions of paragraph 1.3(4)(d) (now section
1.5(4)(c)) which could be read to include any person involved in the preparation of the report
including those who handle the assay samples, type the manuscript or draft the figures. The
CSA have made anumber of changes to this subsection to address the concerns raised.

The same commenter was aso concerned that paragraph (d) would apply to aqualified person
who accepted sharesin settlement of debt. In thislimited situation, if the issuance of shares
does not affect the qualified person's ability to render independent advice, application can be
made for an exemption. A related comment concerns the ownership of incentive stock options
by the qualified person. The CSA view these options in the same way asthey view shares.
Accordingly, no amendment has been made in this regard and ownership or expected
ownership of any securities of the issuer will result in non-independence.

Part 2 - Disclosure

1. All Disclosure

It is gpparent that there was agreat ded of confusion over what was intended in Part 2 of the
1998 proposed Nationd Instrument. Some commenters mistakenly believed that this Part dedlt
with requirements for inclusion in the technica report. Other commenters mistakenly believed
that the qudified person was responsible for the disclosure referred to in this Part. Another
commenter did not gppreciate that the 1998 proposed Instruments was intended to apply to
ord statements.

A number of changes have been made to this Part in an attempt to clear up the confusion.
Firgly, Part 2 has been divided into two parts, the first dealing with dl disclosure, both oral and
written, and the second (now Part 3) including additiond provisions gpplicable only to written
disclosure.

An issuer making disclosure of a scientific or technica nature concerning minera projects on
properties materia to the issuer, must base that disclosure on atechnica report or other
information prepared by or under the supervision of aqualified person. In addition, if the issuer
wants to make written disclosure of minera resources or minerd reserves, the proposed
Nationa Instrument stipulates what must be included in the written disclosure so that readers
can expect consstent disclosure and regulators will be assured that the written disclosureis
complete and not mideading.

Part 3 of the proposed National Instrument requires that certain information be included in
written disclosure concerning aminerd project on a materid property. A commenter requested
that the term "materia” be defined. The CSA does not believe thisis gppropriate. The
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securities legidation in each jurisdiction provides guidance on interpreting materidity and the
proposed Policy contains further guidance. Materidity isardative term and can only be
determined on the basis of the particular facts and in the context of the particular issuer.

A commenter asked that the word "immediate’ be added before the word supervison in the last
line of what isnow section 2.1. The CSA do not agree with this comment as the addition of
that word makes the provision too restrictive.

A commenter requested a number of specific changes to the minerd reserve and minerd
resource disclosure requirements that are now part of section 2.2. Asmost of these comments
were, in effect, comments concerning the definitions of minerd reserve and minera resource or
the manner of determining these, changes have not been made. This section has, however,
been revised by deleting subparagraph 2.1(b)(ii), which required a statement that only reserves
have demonstrated economic viability. The CSA had concerns that some readers might find
this statement confusing. Instead, anew paragraph (€) has been added to section 3.4
(formerly 2.5) to the effect that minera resources which are not minera reserves do not have
demondtrated economic vighility.

A commenter wondered whether disclosure could be based on ora statements or information
prepared by aqualified person or whether disclosure must ways be supported by atechnica
report. The proposed Nationa Instrument makes clear that disclosure does not need to be
based on a technica report and can be based on ora statements of a qudified person unless the
disclosure appearsin one of the documents listed in section 4.2 (formerly section 3.2).

A commenter suggested that it was necessary to refer to the qudified person on whose
information the disclosure was based. The CSA condder that the requirement for identification
of the quaified person in mgor written disclosure documentsiis sufficient and have not extended
the requirement to oral disclosure.

2. Section 3.1 (formerly section 2.2)- Written Disclosure to include the Name of
Qualified Person

Concern was expressed over the requirement to name the quaified person in al written
disclosure, including news rdeases. While the CSA bdieve that the terminology and
background information contained in a news release should generaly be consstent with such
disclosure required in other written disclosure, they agree that the added detail of the identity of
the qudified personisless crucid in anewsrelease. This requirement has been amended to
gate that quaified persons do not need to be named in news releases.

A commenter suggested that only those qudified persons who have prepared atechnica report
required to be filed should be named in written disclosure. In fact al disclosure of atechnical
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or scientific nature must be based on information prepared by or under the supervision of a
qudified person, not just the type of disclosure that triggers the requirement to file atechnical

report.

A number of commenters noted that the 1998 proposed | nstruments amended the provisions of
the current NP 22 which require that technica facts and opinions be quoted from verbatim.
The CSA are of the view that the accuracy of the reflection of the qudified person's work is il
protected by the requirements of Part 2 and Part 3. The issuer isliable for the disclosure made
and has aresponghility to ensure that it is accurate. Prudent issuers will ensure thet their
qudified person has approved the disclosure.

3. Section 3.2 (formerly section 2.3) - Data Verification

A commenter suggested that qualified persons should be obligated to collect check samples as
part of the verification. Other commenters recommended that the proposed Instruments
dtipulate what verification isrequired. The CSA are not prepared to specify what tasks must be
performed by the qualified person in carrying out hisor her duties. The focus of the proposed
Ingruments is on the qudity of information disclosed to investors, not on geoscientific field
practice.

The term "verification" has been changed to "corroboration™ in the proposed Instruments as the
CSA ae of the view that thisterm more accurately describes the process of checking data.

A commenter asked whether it was necessary to require ajunior mining company that
participates or has agreed to participate in ajoint venture with a producing issuer to have its
own independent qualified person carry out data verification. As noted above, the producing
issuer's personnel will be considered independent of that junior issuer for the purpose of
preparing the technica report. This commenter so asked if the verification requirement is
gpplicable to producing properties. The CSA are of the view that the verification requirement
should apply to dl properties. The nature of the data verification will depend on the particular
circumstances applicable to a property, as determined by the qualified person, and is required
to be included in dl written disclosure.

A commenter suggested that the proposed I nstruments should require the issuer to disclose
whether any aspect of the sample preparation was done in-house. The CSA agree with this
comment and has added this to paragraph (&) of section 3.2.

A number of commenters mentioned a concern regarding the rlevance of historica data and
the limited ability to corroborate this data. The CSA are sympathetic with this concern and have
added anew paragraph, () requiring disclosure of the relevance of any historica databeing
disclosed. In addition, anew section has been added (section 2.4) which permits disclosure of
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an higorica quantity and grade estimate which does not utilize the applicable minera resource
and minerd reserve categories set out in sections 1.3 and 1.4 provided that certain disclosure is
made regarding the relevance and reiability of the estimate.

4, Section 3.3 (formerly section 2.4)-Written Disclosure of Exploration
I nformation

A commenter suggested that the proposed Instruments should not apply the same blanket
requirements to al written disclosure. The commenter noted that a news rease is a different
document from an annud information form or offering memorandum and as aresult the CSA
should consider more liberal standards for newsreleases. The CSA do not agree with this
comment. While apressrdeaseis cartanly a different document than an annua information
form, the reliability of the content should be the same. The CSA are of the view that it would
be inappropriate to apply less stringent reliability standards to news releases.

A commenter requested that the words "containing technica information” be subgtituted for the
words "any results of geologica, geophysica or geochemica surveys'. This clause has been
amended to refer to disclosure containing scientific or technical exploration information.

A commenter asked that the word "al" be inserted before the word surveys in paragraph
(1)(a). The CSA do not agree with this suggestion.  The same commenter asked that the
words "with a critical review of the geologica modd used" be added at the end of
paragraph(1)(b). The CSA are of the view that this change should not be made as technica
reports do not aways depend on models, but on deposit types. This commenter lso
requested that the words "and a description of the quality control measures used during the
execution of the work™ be added to the end of paragraph (1)(c). Paragraph (c) has been
amended in response to this comment.

A commenter suggested that more detail should be required in this section. The CSA have
decided to leave this to the discretion of the issuer.

A commenter suggested that in paragraph(1)(c) the disclosure should not be whether the issuer
or acontractor did the work but whether the work was supervised by aquaified person. The
CSA did not think that this addition was necessary in light of the requirementsin the proposed
Instruments for the involvement of a qudified person. The CSA have changed this paragraph
to require a statement as to quality control measures gpplied during execution of the work. Item
11 of the proposed Form retains the requirement that a technica report include a statement as
to whether the surveys and investigations have been carried out by the issuer or a contractor
and requires the identity of the contractor.
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Subsection 3.3(2) (formerly subsection 2.4(2)) - Sample or Analytical Results

paragraph (a)

A commenter suggested that it was not adequate to require a summary description in
this paragraph as a summary can be used to disguise poor understanding of the
fundamenta controls on the geologica continuity of the minerdization. The CSA
congdered this comment but determined not to make the change suggested. The CSA
require an abbreviated but accurate presentation of results but do not want to require
overly long disclosure.

paragraph (b)

A commenter suggested that the words "structura controls' should be changed to
"interpreted geologica control”. The CSA agree with this comment and accordingly
this change has been made.

paragraph (c)

A commenter asked whether the CSA intended to require a"summary” or "detalls' as
he fdt that the use of both wordsin this sentence was inconsstent. The CSA agree and
have amended this paragraph.

paragraph (d)

A commenter suggested that the word "factors' should replace the word "problems’.
This change has been made.

paragraph (e)

A number of commenters had drafting comments on this paragraph. One asked that
the words "and the status of each regarding certification" be added after the word
"used”. The words "particulars of any known certificate’ have been changed to "the
certification of each laboratory".

A commenter suggested that the issuer should be required to disclose whether the
laboratory has any relationship with the issuer. This change has been made.

paragraph (f)
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A number of drafting changes have been made to this paragraph in response to
comments received.

A commenter requested that a new subsection be included dedling with disclosure of
the results on the ongoing deposit gppraisa work, on the basis that these activities are
essentid components of the eventud feasibility sudy. The CSA do not bdieve that it is
necessary to include the new subsection requested.

Section 3.4 (formerly section 2.5)- Disclosure of Mineral Resources and
Mineral Reserves

paragraph (a)

A new paragraph (8) has been added in response to a comment requiring the effective
date of the estimate of each category of minera resources and minerd reservesto be
included.

paragraph (b)

A commenter requested that the word "quality” be added after the word "grade”’ and
that the words, "including minerad processing and metdlurgica characteristics' be added
at the end of the paragraph. The word quaity has been added. Asto the second
comment, the CSA are of the view that no change is necessary as the impact of
metdlurgicd factorsis taken into account and disclosed in connection with estimates of
mineral reserves (see section 1.4(3)).

paragraph (c)

A number of commenters fdt that the quaified person should determine what relevant
datashould beincluded in the disclosure. A commenter asked that the following clause
be added after the word "including”: "The grid cell dimensions characterigtic of each
resource/reserve category, the various types used and their location”. The CSA have
not made this change asiit is of the view that the relevance of these items can be
determined by the quaified person and the issuer.

paragraph (d)

As noted above a number of commenters expressed a concern that the requirementsin
this paragraph transfer liahility to the qualified person for disclosure of matters normally
outsde the qualified person's area of expertise. The CSA hope that these concerns
have been addressed above. A disclaimer clause has been added as section 6.3.
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Part 4 (formerly Part 3)- Obligation to File Technical Report

1.

Section 4.1 - Obligation to File a Technical Report upon Becoming a

Reporting | ssuer

Most commenters were supportive of the requirement to file atechnica report upon a company
becoming areporting issuer. Some commenters expressed concern about the additiond time
and expense; however other commenters and the CSA agree that this obligation is essentid to
providing information to the investors and judtifies the additiona cost and time.

A commenter thought that it would be useful to state with whom the reports are to be filed and
what the recipient would do with the report. This provision has been amended to sate the
report will be filed with the securities regulatory authority. The CSA have not attempted to
describe what will be done with the report by the regulators.

A new subsection has been added which provides that the issuer can satisfy the filing obligation
by filing atechnicd report thet it has previoudy filed in another jurisdiction, updated to reflect
materia changesin the information contained in the previoudy filed technicd report.

2.

(i)

Section 4.2 - Obligation to File a Technical Report in Connection with
Certain Disclosure

paragraph 2 (short form prospectus)

A commenter noted that it was not clear what was meant by the word "new
information”. This paragraph has been amended to darify that any new information that
ismaterid concerning mining projects on properties materia to the issuer must be
supported by atechnica report.

A commenter expressed concern that the obligation to file atechnica report with the
filing of a preiminary short form prospectus would interfere with the ability of a short
form prospectus issuer to raise fundsin atimely manner through the sysem. The CSA
are of the view that a short form progpectus issuer that includes disclosure in its short
form prospectus concerning mining operations must base that disclosure on atechnica
report. An issuer would not include information in a short form prospectus that was not
materid and viewed by the issuer and the underwriters as necessary information for
investors. For that reason it isimportant that this information be supported.
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paragraph 3 (take-over bid circular)

The CSA received many comments concerning the requirement to file atechnica report
in connection with atake-over bid circular. A number of commenters misunderstood
the paragraph and believed that it required the hogtile bidder to prepare areport on the
target's minerd properties. This paragraph was in fact intended to require a bidder that
is offering its securities in exchange for securities of atarget to file atechnica report to
support statements made in the teke-over bid circular concerning the bidder's mining
projects. Paragraph 3 has been amended to remove the take-over bid reference and a
new paragraph 9 has been added to dedl with the obligation of biddersin atake-over
bid where the bidder's securities are being offered, to file atechnical report to support
disclosure of the bidder's mining projects included in teke-over bid circulars. A further
new paragraph 8 has been added which obligates a target to file atechnica report
where it discloses for the first time minerd resources or minera reserves, or disclosesa
materid change in minera resources or minera reserves, in adirectors circular
prepared in response to atake-over bid. Pursuant to subsection (6) this technica
report does not need to be filed at the time of filing the directors circular but must be
filed not less than 3 business days prior to the expiry of the take-over bid.

paragraph 4 (offering memorandum) and paragraph 5 (rights offering circular)

A number of commenters suggested that the requirement for atechnica report in
connection with an offering memorandum or arights offering circular was not justified.
The CSA are of the view that any document prepared in connection with an offering of
securities that contains information of atechnica or scientific nature concerning minerd
projects should be supported by atechnical report. These documents are prepared to
encourage investors to buy securities. Information in these documents has been
determined by the issuer and the agent or underwriter to be materia to investors.

paragraph 6 (AlIF or Annual Report)

A commenter suggested that this paragraph be amended o that only materid new
information would have to be supported by atechnical report. This change has been
made.

paragraph 10 (First Time Disclosure of Mineral Resources or Mineral Reserves)

Some commenters asked for clarification of the meaning of materid and what
conditutes amaterid change. As noted above, materidity isareative concept. Itis
one that issuers grapple with in connection with al disclosure obligations because the
question of materiaity must be consdered in each ingtance on the basis of the
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circumstances applicable to that particular case. Loca securities legidation and the
proposed Policy provide guidance on "materidity”.

3. Subsection 4.2(3) (formerly subsection 3.2(2)) - Time of Filing a Technical
Report

The CSA received anumber of comments concerning the problem of requiring the filing of
technical reports contemporaneoudy with the documents they support. This can be very
difficult where the issuer has afiling obligation, such as an obligation to file an annud information
form, by a certain date and new materia information becomes available only shortly before that
time. After consdering how to dedl with this late-breaking information, the CSA have added a
provision to the proposed Nationa Instrument in subsection (5) which providesthat if property
materidity first occurs within 30 days of the filing deadline for an annua information form or
annud report, the issuer may file the technica report within 30 days of the date on which the
property first became materid. The CSA expect that in al other Situations, the issuer isin
control of the timing of the disclosure and with respect to other disclosure in an annua
information form or annua report triggering the filing obligation, the issuer will have dready have
atechnicd report in place which may be updated.

4, Subsection 4.2(4)(formerly subsection 3.2(3) - Thirty Day Relief for Filing
I ndependent Technical Report

A number of comments were received concerning the timing of filing an independent report.
Commenters noted that while a30 day period might be adequate for producing issuers, it might
not be sufficient for other issuers. A concern was expressed that, depending on the leve of
exploration activity in the mining industry generdly, the mgority of independent qudified
persons might be engaged on other matters and not able to complete a technica report within
the prescribed time frame. The CSA have considered this concern and determined that it is not
necessary to extend the time frame for thisreason. An issuer that has a practical problem such
as this should gpply for an exemption.

A number of commenters were concerned that there may be Stuationsin which the initia
disclosure would be different from the technica report filed some 30 days later. The CSA have
consdered this matter and have added a new provision to the proposed Nationd Instrument
requiring the issuer to make disclosure reconciling any materid differences a the time of filing
the technica report. _

Part 5(formerly Part 4)- Author of Report

1. Section 5.1 Technical Report Prepared by a Qualified Person



23

A number of comments were received asking who is required to sign atechnica report and
questioning the place and manner of endorsement. This section has been revised to delete any
reference to Signing and dating. Section 5.2 deds with execution of technica reports and
requires that the technica report be dated, sgned and, if the quaified person has a sed, seded,
by the qualified person who prepared it or supervised its preparation. If the qudified personis
an employee, director or associate of an engineering or consulting company or partnership, the
technica report may be signed by that company or partnership. Pursuant to section 8.1 of the
proposed Nationd Instrument, the technical report filed must be accompanied by a certificate
or certificates dated, signed and, if appropriate, sealed by the qudified persons who have been
primarily responsible for the technical report.

A commenter suggested that it is unnecessary to have the technicd report sgned asthe
certificate will suffice. The CSA disagree with this comment. The certificate and the Sgnature
on the technica report serve different purposes.

2. Section 5.2 Execution of Technical Report

A number of comments were recelved concerning the obligation to have the technica report
sedled, which was included in section 4.2 of the 1998 proposed Nationd Instrument. The
CSA recognize that the professional sed cannot be mandated by the securities regulatory
authorities but rather is subject to the relevant legidation and the by-laws of the professond
association to which the qualified person belongs. This section has been revised to provide that
the technica report need only be sealed if the person has a sedl.

One commenter asked how atechnicd report that is filed eectronicaly under SEDAR can be
sedled. The common practiceisfor the origind to be seded and the dectronic verson to
indicate thiswith a note that says "origind sgned and sedled by [name]”.

3. Section 5.3 Independent Technical Report

One commenter suggested that a non-independent report should be acceptable provided that it
had been reviewed and endorsed by an independent quaified person. The CSA do not believe
any change isrequired to the proposed Nationd Instrument to accommodate this Stuation. If a
non-independent qudified person has carried out work and has written atechnical report, and
the issuer is required to submit atechnica report prepared by an independent quaified person,
the CSA expects that an independent qualified person will review the work, carry out
gppropriate verification procedures, and take dl such other steps as he or she determines, in his
or her professond opinion, are necessary to take in order for the independent qualified person
to take responghbility for the content and recommendations of the technica report. If this
procedure is followed, the technica report will be consdered a technica report prepared by or
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under the supervision of aqualified person who is independent of the issuer for purposes of the
proposed Instruments.

One commenter was concerned that the 100% change threshold could be circumvented by an
issuer filing a series of in-house technica reports showing incremental increases of lessthan
100%. It was suggested that in order to avoid this situation, the section could be amended to
require the filing of an independent technica report if there was a substantia increase in minerd
resources or mineral reserves (less than 100% but perhaps greater than 25%) which is
disclosed in ardatively short period of time after the last disclosure. The CSA have addressed
this concern by revising the paragraph so that the rlevant test is the change from the most
recently filed independent technica report.

Part 6 (formerly Part 5) - Natur e of Technical Report

1. Engineering Document

A number of commenters suggested that the title of the section should not refer to "engineering”
asthat term is not accurate because most of the technical report may be geologicd. We have
changed the references made in the 1998 proposed Instruments to the "report™ to read
"technica report” in the proposed Nationd Instrument and in this particular title.

A commenter suggested that a clear distinction needed to be made between the normal
technical reports prepared for internal use and the "reports’ required under the proposed
Nationd Ingrument. The CSA have added a definition of "technica report” as being a report
prepared, filed and certified under the proposed Nationa Instrument and Form.

2. Judgment of Author

A commenter suggested that when a qualified person expresses an opinion on the merits of a
property, the qudified person should provide a summary of hisor her reasoning. The CSA are
of the view that requiring a statement of the quadified person that the property meritsthe
recommended program is sufficient.

A commenter was concerned that this statement would expose the qudified person to liahility.
The CSA expect that the qudified person would only recommend programs which he or she
believes, on the basis of the technicd report, are worthwhile in view of the merits of the
property. The CSA are of the view that it is appropriate for the qualified person to be
responsible for this recommendation.

Part 7 Personal | nspection (formerly Part 6)
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1. Personal I nspection

Many comments were received concerning the requirement that al quaified persons inspect the
property that is the subject of the technica report. The concern was generdly based on the
view that this requirement would impose unreasonable expense and delay. Certain commenters
suggested that Ste vidts were awaste of the issuer's money. A number of commenters noted
gtuaionsin which a gte vist would not be necessary, such asif the report is based on results of
aregiond arborne survey. It was adso suggested that the CSA should recognize that there will
be situations in which examination of the ground would be of little use or where the location and
climate conditions make a Ste vidt impractical.

The CSA considered each of the comments received and have determined that it isimportant
to maintain the persona ingpection requirement with exemptions only to be provided in
exceptiona circumstances upon gpplication made pursuant to the proposed Nationa
Instrument. The requirement has been amended however to provide that only one of the
qudified persons involved in the preparation of the technica report needs to conduct a Site vist.

One commenter urged that the qualified person be required to take samples during the property
ingpection for the purpose of corroborating sample data. Although the CSA consider data
corroboration to be an important aspect of a site ingpection, the focus of the proposed
Instrumentsis on the quaity of disclosure, not geoscientific practice which is the subject of
indusiry guiddines. The CSA aso recognize that circumstances may arise in which sampling is
not feasible. For these reasons, subsection 3.2(b) is limited to a requirement for disclosure of
whether or not there has been sample corroboration.

2. Sources of Information

A number of commenters strongly suggested that subsection (2) be deleted. This subsection
required an opinion on the qudity of information prepared by another quaified person. The
CSA agree that a qudified person should not be required to comment on the qudity of another
qudified person'swork. This subsection has been deleted.

Form 43-101F1 (formerly Part 7)

1. General Comments

A number of comments were received concerning the content of the technica report. Some
commenters were of the view that these provisions should be guiddines only. One commenter
suggested that the Ontario Guiddines for Professona Engineers Reporting on Minera
Properties should be incorporated in the proposed National Instrument.
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The CSA conddered dl of the comments recelved in this regard. The purpose of setting out
the requirements for the content of the report is to make certain matters mandatory so that
readers of the report can expect to receive a consstently prepared report covering the same
basic areas. The suggestion that these provisions be replaced with a cross reference to the
Guiddines of the Professond Engineersis not acceptable to the CSA asit isthe CSA's
responsbility to mandate the content of disclosure. While the CSA regard these guidelines as
helpful, they do not include dl of the information that the CSA congder to be essentid for the
protection of investors and efficiency of the capitd markets.

A commenter was concerned that Part 7 focuses on exploration properties and thought that
other types of technical reports should be acknowledged. The CSA do not agree with this
comment. The proposed Form includes alist of additiona topics to be covered in technical
reports on development or producing properties. Other types of technica reports for specia
purposes are too varied in subject matter to justify adding a new section to the proposed Form.

As noted above, anumber of commenters expressed a concern that the respongbilities of the
quaified person have been enlarged through requirements to discuss environmentd, legal and
other matters outside a qudified person's area of expertise. It was recommended that the author
be permitted to include a disclamer regarding these matters. A provision to this effect has been
added as section 6.3 of the proposed Nationa Instrument.

A commenter was concerned that if fraud is committed, it can be difficult to detect at the
minera resource or minerd reserve estimation stage. It was suggested thet at least two
independent estimates by qudified persons should be made and that they should fal within at
least 10% of each other. The CSA bdieve that the qudity and reliability of mining industry
disclosure will be considerably enhanced by the requirements of the proposed Instruments
governing terminology, disclosure content, technica reports and the involvement of
experienced, qudified professonds. The CSA do not believe that a further requirement for the
involvement of two qualified persons is warranted.

A comment was received to the effect that the sections concerning content of the technical
report need greater consideration of the various stages of aminerd project. The CSA do not
agree with this commen.

2. Property Description and Location (Item 5 of Proposed Form)
A number of specific comments were recelved concerning the list of items to be covered.

Many commenters felt thet the list was over inclusve and would not goply to al minera
projects. The CSA recognize this. The purpose of section 7.1 isto provide a comprehensive
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list of matters which, if relevant to the property and its stage of development, should be
commented on. Therefore, in response to the comments raised, the matters which are relevant
to an exploration property must be addressed. An introductory phrase has been added to this
item and many other items of the proposed Form to the effect that reporting is required only to
the extent applicable or relevant.

A commenter suggested that, to the extent known, permits gpplied for should be noted. This
change has been made.

A commenter asked that the word "ared’ be changed to the "size of the property in hectares or
other appropriate units’. This change has been made.

A number of commenters suggested that the reference to "patented and unpatented” should be
changed to a more generic term as clams are only described thisway in certain jurisdictions. In
response to this comment, the CSA have included a reference to the gpplicable characterization
in the juridiction.

It was suggested that the requirement to "comment on the sufficiency of rights for mining

operations’ is unduly onerous unless the report is afeasibility sudy. The CSA agree with this
comment and have moved the requirement to Item 6 paragraph (d).

Part 8 - Certificates of Qualified Persons

In response to comments received the CSA have amended section 8.1 of the proposed
Nationd Instrument to provide that the certificate need not be attached to the technica report
but must be filed with it. In addition, a separate certificate of each quaified person primarily
responsible for a portion of the technica report will befiled by the issuer.

A commenter suggested that it was ingppropriate to require that the certificate include
disclosure concerning the other sources of information contained in the technical report and the
limitations imposed on the qudified person's access to the property and other information. The
CSA agree that these provisions are most gppropriately included in the technica report, not the
certificate, and no longer require that they be included in the certificate.

A number of commenters suggested that the statement "....the omission to disclose (any materid
fact) which makes the report mideading...” is unnecessary. The CSA have not made any
changeto this provison. Asdrafted, it is congstent with the definition of misrepresentation in
securities legidation and provides amore narrow test of materidity.
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Part 9 - Exemption

One commenter suggested that there should be a specific exemption from the requirements of
"qudified person” status in addition to the general exemptive provisions of Part 9.

The CSA do not believe a specific exemption from meeting the requirements of a qudified
person is necessary or appropriate. Section 9.1 covers dl situationsin which an issuer may
need to seek exemptive reief from arequirement of the proposed Nationd Instrument,
including the requirement that the issuer ensure that a technical report is prepared by an expert
who meets the definition of "qudified person”. As noted above, some interim relief is proposed
for geoscientigts in jurisdictions which do not have professiond associations (asthat termis
defined in the proposed Nationd Instrument) at the present time.

PART [II. ADDITIONAL COMMENTS ON COMPANION POLICY

General

A number of commenters were concerned that readers were confused by the concept of two
documents, one a Nationd Instrument having the force of law and the other a Policy
representing guidelines and interpretation. 1t was suggested that any operative provisions
should be moved into the proposed National Instrument and that the proposed Policy should be
clearly identified as guidance only o that if there was any inconsistency it would be clear that
the proposed Nationad Instrument would be determinative.

Section 1.1 of the Policy attempts to describe the purpose of the proposed Policy. In addition,
anumber of the provisions of the proposed Policy have been moved into an interpretation
section of the proposed National Instrument or into the Instructions to the proposed Form. The
CSA haope that these changes will reduce the confusion.

Part 1 - Purpose and Definitions

1. Application

A commenter suggested that the reference to Part 4 in the last sentence of this section should be
changed to section 4.3 (now 5.3). This change has been made. That same commenter also
suggested that the last sentence of this section be revised to add the words "and the property”

at the end of that sentence, on the basis that Stuations arise where the quaified person is
independent of the issuer but not the property as aresult of work done for prior owners. This
change has dso been made.
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A commenter suggested that defined terms were not used consstently in this section and that
the word "mining" in the second sentence should be deleted. This word has been deleted.

2. Definitions

A number of comments were recaived by the CSA concerning the interpretation of the
definitions of minera resources and minera reserves contained in the 1998 proposed Policy. It
was suggested again that the definitions should be identicd to the definitions of the CIM Ad
Hoc Committee. There was dso confusion created by having definitions in the proposed
Nationd Ingtrument and the interpretation of those definitions in the 1998 proposed Policy.
The interpretation of these terms has been moved into the proposed Nationa Instrument so that
al provigons concerning the meaning and interpretation of these termsarein one place. In
addition, the CSA have adopted definitions similar to and based upon the CIM Ad Hoc
Committee. The CSA will monitor any amendments to the definitions proposed by the CIM
Standing Committee and will consider further amendments to the definitions in the proposed
Nationd Insrument from timeto time,

3. Professional Association

Several comments were received concerning the interpretation of the term "professiond
association” included in the 1998 proposed Policy. Some commenters noted that the
interpretation was incons stent with the 1998 proposed Nationd Instrument. In response to
these comments the CSA have ddleted this discussion of "professionad associaion” in the 1998

proposed Palicy.

4, Non-Metallic Mineral Deposits

The CSA received severd comments concerning the interpretation of non-metalic minera
depodits. Many commenters expressed the view that, as drafted, the guiddines could make it
very difficult or impossible for a company to secure financing as it would be impossible for most
companies to have "reserves’, as they would not have the necessary sales contract in place.
The CSA have revised this section to adopt the approach of the CIM Standing Committee to
classfication of industria minerals.

A commenter suggested that there should be provison made for gemstones other than
diamonds. The CSA do not agree with this comment. There are no industry guiddinesin place
at thistime for other gemstones. Accordingly, for the time being, these deposits will be dedlt
with on acase by case basis.
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A concern was expressed regarding the acceptance and reference to the Northwest Territories
Guiddines for Reporting as these are not recognized outside of Canada. The CSA have
decided to keep the reference to the Northwest Territories Guidelines asthat isthe only
standard that they are aware of that has received acceptance in Canada.

Part 2 - Disclosure

1. Disclosure

Severd commenters were concerned about the requirement for disclosure to be understandable
and in an easy to read format. The commenters stated that plain language trandations done by
non-technica people often result in logica or factud errorsin the amplified disclosure. This
section has been sgnificantly revised in response to these comments. Firdtly, the disclosure
being referred to is stipulated to be disclosure made by or on behaf of the issuer. Secondly,
the issuer isreminded that the qudified person should be consulted when the data and
conclusions of the qudified persons report are being summarized.

2. Materiality

A commenter stated that the definition of "materid™ as discussed in the Policy does not take into
account that a property could be very materia as reflected in the issuer's share price but would
not be materid on the basis suggested in the proposed Policy. The CSA do not agree with this
comment. If the property is materid to the share price then it would be materid, gpplying the
test of sgnificance to the investors and other users of the disclosure.

It was suggested that "materid” should be defined in the proposed Nationd Instrument. The
securities legidation of each Province (other than Québec) has a definition of materia fact and
materia change and other guidance concerning the assessment of materidity which the CSA
consder sufficient. It isnot intended that the term when used in this proposed Nationa
Instrument will have any different meaning than when it is used in other contextsin securities
legidation. Issuers determine materidity for purposes of satisfying their continuous disclosure
respongibilities in many contexts.

A commenter was confused about the meaning of subsection 2.2(4) which discusses the
grouping together of multiple daims. This subsection is intended to remind an issuer thet it
might be appropriate to group together clams for purposes of assessng materidity and
determining whether a particular property should be subject to the standards in the proposed
Nationa Instrument.

A number of comments were received concerning the attempt to quantify materidity usng a
book value approach, particularly for junior companies. Mature but inactive properties could
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be materia applying abook vaue test even though the issuer does not propose any
development on the property. The CSA do not intend that the book vaue test be gpplied in
every indance. Infact the purpose of this subsection to advise issuers that a property with a
book value of less than 10% of the book vaue of the total of the minera issuer's property will
generdly not be consdered materid. Thisis not meant to imply that everything dseis materid.
The determination of whether a property is materid is arelative one based on the issuer's
overdl business and financid condition, taking into account dl factors.

3. Material Information Not Yet Confirmed

A number of comments were received regarding this section; dl related to timely disclosure and
the involvement of a qudified person. There was generd agreement that the requirements of
the proposed Nationa Instrument should not delay timely disclosure of materia information.

No specific changes were requested and none have been made in response to the comments.

Part 3 Guidedlinesfor Exploration and Estimates of Resour ces and Reserves

The CSA received many comments concerning this Part of the Policy. In generd, the
commenters believed that the guidelines were too detailed. 1t was felt that the selection of
appropriate techniques and methodology should be left to the qualified person. Asdrafted, the
guidelines were perceived more asrigid rules than suggestions for best practices. A number of
other more specific drafting comments were received with respect to certain clauses of this
Part.

The CSA agreethat "best practices’ guidelines are most appropriately developed by the
industry. A committee comprised of representatives of the mining industry, the Toronto Stock
Exchange and the Ontario Securities Commission has developed the Best Practices Guiddine
which was published for comment in October 1999 by the Prospectors and Devel opers
Association of Canada. Accordingly, the CSA have deleted Part 3 from the proposed Policy
and in the Ingtructions to Item 18 to From 43-101F1 "Mineral Resource and Mineral Reserve
Edtimates’ urge issuers and qudified personsto follow the Best Practices Guidelines when
estimating minera resources and mineral reserves.

Part 4 Availability of Assay Certificates

A commenter suggested that all references to assays should be changed to analyses. The CSA
have added areference to analysis or andytica certificates where there is areference to assays
in the proposed Nationa Instrument, proposed Form or proposed Policy. This Part has been
moved to be an Ingtruction to Item 13 of the proposed Form, "Sampling Method and
Approach’.
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A commenter suggested that it would be better to specify the circumstances in which the assays
and other supporting documentation would have to be available for presentation. No change
has been made in response to this comment. The assays will be kept by the issuer and may be
requested by the CSA.

Part 5 (now Part 3) Author of the Report

A commenter expressed his view that in order for the concept of qudified person to be
effective this section of the proposed Policy, concerning sdection of the qualified person, is one
of the most important sections. In his view obtaining the gppropriate qudified person will not
be a gtraightforward process and only management and the directors of an issuer are close
enough to the Stuation to make sufficient enquiries to select a person with the gppropriate
experience for the particular deposit . He wanted these responsibilities of the board to be
clearly articulated.

Another commenter expressed the view that the respongbility is not limited to the board but isa
respongbility of the issuer and its officersaswell. Furthermore this commenter fdt that the
language should refer to the quaified person having the experience and competence

appropriate not only for the type of deposit, but for the purpose of the report and disclosure
being made.

The CSA agree with these comments. This section has been revised in response to these
comments.

One commenter suggested that qualified persons should be gppointed by a document that
summarizes the scope of respongbility and duration of appointment of the qudified person. The
CSA recognize the wisdom of documenting the issuer/qudified person relaionship for the
benefit of the parties but are not prepared to mandate such documentation in the proposed
Nationa Instrument.

A commenter suggested that there should only be limited grounds for exceptionsto the
requirements that qualified persons be both experienced and subject to discipline. The CSA
agree with this comment. Exceptions to the requirements that quaified persons be members of
alegidaed professond association (and therefore subject to discipline) will be permitted for
two years for geoscientists who are members of associaions in Canadian jurisdictionsin which
there are no legidated professona associations. Otherwise exemptions from these
requirements are available only by application under the proposed Nationa Instrument. Some
commenters suggested that geoscientistsin jurisdictions without legidated professond
associationsjoin legidated professona associations as extra-provincial members. However, a
professond association may not have disciplinary powers over extra-provincid resdents and,
asamatter of principle, the CSA determined that it would be inappropriate at thistime to
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mandate geoscientists to belong to associations outside their jurisdiction of practice without
alowing them sufficient opportunity to arrange for alegidated professona associaion in ther
own jurisdictions. For that reason, specific provision has been made in the definition of
"professiona association” in the proposed Nationa Instrument to the effect that until March 31,
2002, an association of geoscientists in Canadian provinces that do not have a statutorily
created organization will condtitute a "professond association” for purposes of the proposed
Nationa Instrument.

Part 6 (now Part 4) Use of I nformation

A commenter suggested that andysts should be required, not just encouraged, to include the
opinion from the technica report on the basis that many andydts have extremdy limited
practical experiencein mining or exploration. The CSA share the commenter's concern.
However, regulation of statements by andystsis beyond the scope of the proposed
Instruments, which address disclosure by or on behaf of issuers.

A commenter noted that a qudified person should not be held responsible for misinterpretation,
misuse or misguoting of information generated and approved by the qudified person where he
or she cannot reasonably be expected to be in a position to control such nature, contents or
circumstances. The CSA agree with the commenter. The qualified person should not be liable
in this circumstance.

Part 7 Personal | nspection

As discussed above, in connection with this requirement in the proposed Nationd Instrument, a
number of comments were received concerning the requirement for persond inspection of the
property. It was suggested that no qualified person worth retaining would issue any report
without astevidt if, in hisor her professona judgment, a Ste visit was necessary or desirable.
Accordingly, it was suggested that this matter should be l€ft to the discretion of the quaified
person.

The CSA are not prepared to leave the matter of Ste visits to the discretion of the qudified
person. The CSA are of the view that Site inspections are crucia to the corroboration of
information. Exemptions from this requirement will be consdered, on gpplication, if a property
vigt isimpossble or would provide little benefit.

Part 8 (now Part 6) Regulatory Review

A number of commenters suggested that any review by the Canadian securities regulatory
authorities must be done by aqudified person with excellent experience in geology/mining.
They recommended that regulators recruit and build permanent affs of qualified personsto
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perform the oversight function. The CSA gppreciate the comments received in this regard and
will give the matter of gppropriate staffing further consderation. No changeis required to be
made to the proposed Palicy in response to these comments.

A commenter suggested that dl information filed must be read and gpproved by the regulators
for compliance to basic standard practice. The CSA do not agree with this suggestion.
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PART IV TRANSITIONAL MATTERS

One commenter asked a number of questions concerning the gpplication of requirementsin the
proposed Nationd Instrument. The commenter asked whether NP 2-A reports submitted by
the issuer before the proposed National Instrument came into effect would be acceptable or
whether these reports would have to be restated to comply. In genera old reports would not
have to be redone; however any technical report required to be filed after the proposed
Nationa Instrument comes into effect would have to comply. An issuer would however be
permitted to refer to NP 2-A reportsin the new technicd report.



