ASC.POLICY 44
CLOSED-END INCOME INVESTMENT TRUSTSAND PARTNERSHIPS
(OTHER THAN MORTGAGE AND REAL ESTATE INVESTMENT TRUSTS
AND PARTNERSHIPS)

1 APPLICATION

1.1  This policy is directed to unincorporated issuers formed as investment trusts or
partnershipswhich are outs de the scope of mortgage and red estate investment trustsand
partnershipsreferredtoin A.S.C. Policy 4.3. Where closed-end income investment issuers
(other than trusts and partnerships) are used, the Director of the Alberta Securities
Commission(the"Director") may find thispolicy helpful in reviewing such issuersproposing
to raise and invest money as closed-end income investment entities.

1.2  The Alberta Securities Commisson (the "Commisson”) suggeds that the following
conditions should be present in the declaration of trust or other constating documents
relating to this type of issuer before the Director directs the issuance of areceipt for a
prospectus required by section 81 of the Alberta Securities Act (the"Act”). Thispolicy in
large measure is identicd to A.S.C. Policy 4.3 but since there are sgnificant important
differences in areas such as minimum capitd, the necessity for an adviser, the basis of
computing management fees, limitson borrowing (leverage) and investment objectives, the
Commission consdersit appropriate to issue this policy.

2. REQUIRED CONDITIONS
21 Definitions

In congtruing terms, reference should be made to the definitions contained in the
Act and the regulations made under the Act except as defined below.

2.1.1 "Adviser" means any person or company appointed, employed or
contracted with by the issuer under which advisory or adminigrative
services are provided to the issuer.

2.1.2 "Affilia€’ meansan "indder” or "associate’, including affiliated, controlled
and subsidiary companies as referred to in section 2 of the Act.

2.1.3 "Apprasa” meansadetermination of the fair market vaue, as of the date
of appraisal, of real property in its existing state, by a bank, trust
company, loan company or insurance company or other person or
company which makes gppraisas in connection with lending or servicing
activities and who in the judgment of the trustees is properly qudified to

Page1of 13



22

214

215

216

217

make such a determination.

"Debt" meansthe aggregate borrowings of theissuer, whether convertible
or not, secured or unsecured or subordinated or unsubordinated.

"Declaration of Trugt" shdl include partnership agreementsor other smilar
congtating documents.

"Equity Capita" means the aggregate sum paid to the issuer for the units
into which the beneficid interest of the issuer may from time to time be
divided.

"Total Assets' means the tangible assets of the issuer under management
or adminigration a the lower of cost or market before deducting
depreciation calculated at least quarterly on abasis consstently applied.

The Issuer: Capital

221

222

223

224

225

2.2.6

227

228

229

The equity capital of the issuer shal not be less than $1,000,000.

The beneficid interetsin the assets shdl be divided into equd units,and
no unit shal beissued unless fully paid.

Subject to item 2.2.4 the units shdl be of one class, without par vaue,
ghdl not be redeemed or repurchased by the issuer, and shdl have no
preference, converson or exchange rights.

Theissuer shdl not make adistribution of assetsby way of cash dividends

or otherwise, which would impair the ability of theissuer to repay loansor
meet other commitments.

The units shal be registered and be fredly transferable.

Each unit holder shdl be entitled to receive a certificate, in such form as
the trustees authorize, oecifying the number of units hed by such unit
holder.

The nature of the unit holder's liability shdl be dearly sated on the
certificate issued to evidence ownership of units.

The units shall each be entitled to one vote.

Subject to approva by at least amgority of the votes cast at a mesting of
unit holders cdled for that purpose, the trustees may, from time to time,
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2.3

24

25

2.6

cause the unitsto be subdivided or consolidated or, wherealimit hasbeen
placed on the number of units authorized to beissued, increase the number
of units authorized.

Records and Transfer of Units

231

232

233

The issuer shall keep such books and records as are necessary for the
proper recording of its business transactions.

These records, as near as may be, should be in accordance with those
required to be maintained by a corporation offering its securities to the
public under the AlbertaBusiness Corporation Act (the"ABCA™); and the
security holders shall have access to such records to the same extent as
though they were shareholders or creditors of a corporation under the
ABCA.

The issuer shdl furnish to any unit holder, upon written request, a copy of
the declaration of trugt.

Borrowing: Limit on Leverage

The debt of the issuer shal not exceed 25% of the issuer'stotal assets except for
an additional amount equd to 5% of the total assets which may be borrowed for

temporary purposes.

Head Office: Stus of the | ssuer

251

252

The head office and the principa office and Stus of adminigration of the
issuer shal bein Albertaor in another Canadian provinceinwhich thelaw
governing the matters referred to in item 2.5.2 are substantialy identical
to Alberta

The rights of al parties and the vadidity, congtruction and effect of every
provison of the declaration of trust shal be subject to and construed
according to the laws of the Canadian province in which the head office
is Stuated pursuant to item 2.5. 1.

Trustees

261

26.2

There shall be not fewer than 7 trustees.
The trustees shdl be eected and removed by the unit holders, as near as

may be, in the same manner as directors under the ABCA, provided that
the mgority of the trustees shdl be Canadian citizens and resdent in
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2.6.3

264

2.6.5

Canada

The mgjority of the trustees shdl have at least 5 years experience
conggtent with the stated investment objectives of the trust. The mgority
of the trustees shall be independent of the adviser or its effiliates and, a
any meeting of the trustees, the mgority of the quorum shdl be so
independent.

Unless otherwise provided, a mgority of the trustees or amgority of the
members of the investment committee shal condtitute aquorum, but in no
case shdl aquorum be lessthan 2/5 of the trustees or the members of the
investment committee.

I nvestments and the i nvestment committee.

2651 Prior to any investment being made or the making of any
commitment for any investment or the assumption of any
obligation, approva by the trustees or the investment
committee must be obtained.

26.5.2 Without derogating from the ultimate respongibility of the
trustees to gpprove al investments, there may be an
invesment committee conssting of not fewer than 3
trustees, at least 75% of whom shall have had 5 or more
years of experience as set out in item 2.6.3.

2.6.53 In the investment committee, the mgority of those voting
on an investment decison shal be independent of the
adviser.

26.54 Subject toitem 2.6.5.2, if for any reason amember of the

committee is disqudified from participating in adecision,
any other independent trustee not dready a member of
the committee may be designated by thetrusteesto act as
an dternate in such an event.

2.6.55 The investment committee may approve or rgect dl
proposed investments or dispositions of investments.

2.6.5.6 If an investment decision is made by the trustees as a
whole and not by the committee, the mgjority of those
voting shal be independent of the adviser and at least
75% shdl have the experience set out in item 2.6.3.
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2.7

2.6.6 Thestandard of care and duties imposed upon trustees and officers of the issuer
through the declaration of trust shdl not be less than that imposed on the officers
and directors of Alberta business corporations by statute and common law, and
the declaration of trust shdl include an undertaking to exercise the powers and
discharge the duties of his office honestly, in good faith and in the best interests of
the issuer and, in connection therewith, to exercise that degree of care, diligence
and sKill that a reasonably prudent person of his experience would exercise in
comparable circumstances.

2.6.7 Without limiting the generdity of item 2.6.6:

26.7.1

2.6.7.2

26.7.3

if a transaction is being consdered in which a trustee
directly or indirectly has an interest, the trustee shall
declare the nature and extent of his interest and shdl not
vote on the transaction.

atrustee is deemed to have an interest if he isassociated
withor not independent of the adviser or an afiliate of the
adviser and the transaction is one in which the adviser or
any of its effiliates directly or indirectly has an interest or
if the transaction is one in which the trustee or any of his
affiliates directly or indirectly has an interest.

if a trustee has declared his interest he shall not be
included in determining whether thereisaquorum present
to ded with the transaction.

Adviser. Management Company

2.7.1 The terms of gppointment or employment of an adviser, if any, shdl be
detailed in a management contract.

2.7.2 Subject to item 2.7.4 neither the adviser nor any effiliate of the adviser
shdl engage in any businessthat would bring it in red or apparent conflict
with the interests of the issuer.

2.7.3 Subject to item 2.7.4 the mgority of directors and officers of the adviser
dhdl have had at least 5 years experience consistent with the stated
investment objectives of the trust provided that the mgority of the
directors and officers of the adviser shall be Canadian citizensresdent in
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Canada

274 The requirements of items 2.7.2 and 2.7.3 may bewaived in whole or in
part by the Director if the adviser is a bank, insurance company, loan or
trust company licensed or registered and supervised by the Government
of Canada or of a Canadian province.

275 Officers and directors of the adviser, if any, or of itsaffiliatesmay dso be
trustees and officers of the issuer.

2.7.6 Fees and expenses.
2.76.1 The maximum annua advisory fees and other expenses

which may be charged against assets of an issuer
cdculated as a fixed percentage of the average totd
assetslesscash, under adminidration, shal be asfollows:

up to $ 5,000,000 -1%%
$5,000,000 upto$10,000,000 -11/4%
$ 10,000,000 upto$ 100,000,000 - 1%
$100,000,000 and over -3/40of 1%

2.7.6.2 It is emphasized tha the maximum percentage must
indude both the advisory fee chargeable and al other
expenses. The term "other expenses’ shdl mean dl other
expenses incurred in the ordinary course of business
relating to the organi zation, management and operation of
the issuer with the exception of the cost of borrowing and
equity, commissions and fees on the purchase and sae of
portfolio assets and taxes of dl kinds to which the issuer
isor might be subject.

2.7.6.3 In gpplying the schedule of ratesinitem 2.7.6.1, itisonly
that portion of total assets, less cash, under administration
in excess of the upper limits of each fee range tha is
subject to the next lower maximum of advisory fees and
other expenses. For example, an issuer having assets in
excess of $5,000,000 would be subject to maximum
rates of less than 1 1/2% only on that portion of assets
under administration in excess of $5,000,000.
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2.7.7

2.7.8

2764

2.7.6.5

2.7.6.6

2.7.6.7

The advisory fees shal be calculated in accordance with
the formula set out in the prospectus. However, the
maximum period of time between such caculations shdl
not exceed 3 months.

The cdculaion of "other expenses' shdl bethe sametime
periods asthe advisory fees. The maximum period of time
between such caculations shdl not exceed 3 months.

While the cdculation of "other expenses’ shdl be made
for the same periods of time as the advisory fees, the
amount by which the "other expenses' exceeds the
maximum permitted under the policy during any one
three-month period may be held over to a succeeding
three-month period (or lesser period, if not operative
over afull year) providing thetotal amount charged during
such combined periods does not exceed the maximum
annud permitted under this policy.

The adviser shdl reimbursetheissuer at least annualy for
the amount by which the aggregate advisory fees and
expenses paid or incurred by the issuer exceeds the
maximum annud permitted under this palicy.

With respect to loan transactions, whether secured or unsecured, the
adviser or any of itsaffiliatesshdl recaive no feesor benefits other thanthe
advisory feesreferred to in item 2.7.6.

Term and renewal of contract

2781

2.7.8.2

2.7.8.3

Theinitid management contract, if any, shal befor aterm
of not lessthan 2 years but not more than 3 years.

Subject to approva by the unit holders, the contract shall
be renewed a least every 2 years and not more often
than annudly.

The issuer may terminate the contract, subject to the

approva of the unit holders, upon not less than 60 days
notice in writing.
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2.8

29

2784 The adviser may not terminate the contract during itsterm
and shdl give the issuer at least 6 months notice of its
intention not to renew the contract.

2.7.85 The termination or non-renewd of the contract shall not
result in pendty or other fee.

Minimum capital: Investment of Adviser

281

282

283

284

The adviser, if any, shal have a net worth of not less than $200,000.

The adviser, if any, shdl invest in the equity capitd of the issuer to the
extent of at least $200,000.

For the purpose of item 2.8.1 the minimum investment made pursuant to
item 2.8.2 may be used in the cdculation of the adviser's net worth.

The adviser's minimum investment under item 2.8.3 shadl be placed in
escrow with an independent trust company and no transfer or release of
these units shal be made without the consent of the Director.

Investment Policy

291

292

The fundamenta invesment policy should be dearly defined in the
declaration of trug, fixing limits in generd terms on the percentage of
assets the trustees are empowered to invest in each type of investment,
e.g. straight-debt securitiesissued by corporationsand other entities, debt
securities issued or guaranteed by the Government of Canada, any
Canadian province or municipality or agency thereof, short-term
promissory notes issued by corporations and other entities and cash
equivdents, conventiond firs mortgages or mortgages insured or
guaranteed by the Government of Canada, any Canadian province or any
agency thereof, convertible debt securities, preferred shares and equity
interests.

The issuer shall not have more than 25% of its total assets in securities
acquired through private placement transactions or other transactions
whichrequirethegiving of aninvestment | etter except that morethan 25%
of itstotd assets may beinvested in such away if

29.21 alega opinion can be given that the securities are those
in which the Canadian and British Insurance Companies
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Act (Canada) statesthat acompany registered under Part
[11 thereof may invest its funds without resorting for that
purpose to the provisions of subsection(4) of section 63

of that Act.

29.2.2 the issuer of the securities is areporting issuer under the
Act; and

29.23 the issuer of the securities had a net worth on its latest

published financia statement in excess of $20,000,000.

2.10 Fundamental Investment Restrictions

2.10.1

2.10.2

2.10.3

2.10.4

2.10.5

2.10.6

Not more than 10% of the total assets of the issuer shall consst of
securities, including mortgages of any company or other issuer other than
securities issued or guaranteed by the Government of Canada, any
Canadian province or municipality or agency thereof. For this purpose, if
securities of one company or other issuer are guaranteed or smilarly
secured by its effiliate, the securities of that effiliate shal be deemed to be
the securities of such company or other issuer.

The issuer shdl not borrow except as permitted under item 2.4.

The issuer shdl not mortgage any of its assets for the purpose of
borrowing and leverage, and amaximum of 50% of itstotal assetsmay be
pledged as security for the long term borrowing permitted under item 2.4
and up to any additiona 10% of itstotal assetsmay be pledged as security
for temporary borrowing permitted under item 2.4.

The issuer shdl not make loans except in the ordinary course of investing
itsfunds.

Theissuer shdl not |oan portfolio assets unlessthe security received by the
issuer and maintained by the borrower isnot lessthan that required under
the by-laws of The Alberta Stock Exchange for margin accounts.

The issuer shdl not invest in mortgages or other debt instruments secured
by red estate unlessinsured or guaranteed by the Government of Canada,
any Canadian province or agency thereof, or unlessthey are conventiona
fird mortgages and not more than 25% of the total assets of the issuer
shdl be invested in such mortgages or debt instruments.
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2.10.7

2.10.8

2.10.9

2.10.10

2.10.11

2.10.12

2.10.13

2.10.14

2.10.15

2.10.16

2.10.17

2.10.18

2.10.19

2.10.20

The issuer shal not purchase or sdll red estate.
The issuer shdl not participate in mining, oil or Smilar ventures.

The issuer shdl not invest in securities of any "open” or "closed-end”
investment funds.

Theissuer shdl not invest in the securities of acompany for the purpose
of controlling or managing such company.

Theissuer shdl not invest in securities issued by the adviser or any of its
dfiliatesor any investment company or trust managed by the adviser or its
affiliates, provided that this redtriction shdl not prohibit the trust from
entering into depodit or smilar transactions with the adviser if the adviser
isabank or licensed loan or trust company.

The issuer shdl not make short sales of securities or purchase securities
on margin.

Theissuer shdl not act as an underwriter of securities.

The issuer shal not trade in commodities or commodity contracts or
create, issue or purchase puts, cdls or combinations thereof

Not more than 10% of the funds raised in Canada shal be invested
outside of Canada.

The property of the issuer shdl be held in the name of the issuer or the
trustees and in the custody of a Canadian chartered bank or federdly or
provincidly licensed trust company.

There shdl be no change of custodian without the prior gpprova of the
Director.

There shdl be no change of the adviser or control of the adviser without
the prior approva of the Director.

The Director shdl be advised in writing of every change of trustee and of
every change in directors and officers of the issuer and of the adviser.

Equity securitiesissued by an unincorporated entity shal not be described
as shares.
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2.10.21

The issuer shdl not loan money to or invest in securities of the adviser.

Obligations of the Issuer

2111

211.2

2113

2114

The trustees shal convene mesetings of unit holders after furnishing the
informationrequired, as near as may be and to the same extent, asthough
they were directors of a digtributing corporation under the ABCA.

Without limiting the generdity of the foregoing, the trustees shdl convene
ameeting of the unit holdersto consider and approve:

21121 the renewa of or a materiad change in the advisory
contract; 2.11.2.2 achange of adviser;

21123 any materid change in the fundamenta investment policy
in the declaration of trust, or

21124 achange of auditors.

Mestings of the unit holders may be caled a any time by the trustees and
shdl be cdled by any trustee upon written request of unit holdersholding
in the aggregate not less than 20% of the units.

Materid amendments to the declaration of trust or in the fundamenta
invesment policies shdl be approved by at least two-thirds of the votes
cast & ameeting of unit holders caled and held for that purpose, but the
trustees may, without gpprova of the unit holders, amend the declaration
of trust and fundamenta investment policies for the following purposes:

21141 adding any provison for the purpose of protecting the unit
holders,

21142 removing any conflictsor other incong stencieswhich may
exis between any of the terms of the declaration of trust
or other basic agreement and any provisons of any
goplicable law or regulation of the Stus of the issuer,
provided that the trustees shall be of the opinion that such
amendments will not be prgudicia to the interests of the
unit holders; and

21143 meking any change or correction in the declaration of
trust as to which the trustees shdl have been advised by
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212

2115

2116

2117

2118

2119

2.11.10

legd counsd that the same are typographical corrections
or changes or are required for the purpose of curing or
correcting any ambiguity or defective or incondstent
provisions or clerica omissions or mistake or manifest
error contained therein.

A mesting of the unit holders shdl be cdled by any trustee upon the
writtenrequest of unit holders holding in the aggregate not lessthan 5% of
the unitsfor the purpose of congdering the gppointment of an ingpector to
investigate whether the adviser has acted on a basis which is fair and
reasonable to the issuer and such an ingpector may be appointed by a
resolution approved by the mgority of the votes duly cast a the meeting
held for that purpose.

Indl cases not provided for initems 2.11.4 and 2.11.5 the unit holders
may, by resolution passed by amgority of the votes cast at ameeting duly
caled to consder the matter, approve any matter placed before them.

Trugtees, officers or employees of the issuer and adviser shdl beinsured
and bonded to the same extent as the officers and employees of trust
companies administering comparable assets in Alberta.

Trustees may be indemnified only to the same extent as directors may be
indemnified under the ABCA.

Appraisas shdl not be required for mortgages insured or guaranteed by
the Government of Canada, any Canadian province or agency thereof

Appraisas shdl be required for conventiond firss mortgages being
acquired by the issuer.

Termination of Trust by Trustees

2121

212.2

The trust may be terminated by the trustees provided confirmation of
resolution is evidenced by two-thirds of the votes of unit holders cast a
ameeting of unit holders duly called and held for that purpose.

The trustees shal carry on no activities except for the purpose of winding

up itsaffarsafter unit holders have confirmed the resol ution of thetrustees
to terminate the trugt.
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2123

The trustees shdl proceed to wind up the affairs of thetrust and dl of the
power of the trustees under the declaration of trust shal continue until the
affairs of the trust have been wound up with unit holder gpprova having
been obtained where necessary.

2.13 Liability of Unit Holders and Trustees

2131

2.13.2

2.13.3

The nature and extent of the potentid liability of unit holders persondly to
third parties must be clearly stated on each unit certificate, as wel asin
every prospectus, listing statement, statement of materia fact or smilar
document.

The declaration of trust must stipulate that the trustees may only look to
the trust assets for indemnification.

Asto any contract entered into by the trust which would, in the ordinary
course of business, bein writing, the declaration of trust must require that
there beatermin each contract entered into by theissuer that the persond
ligbility of the unit holders and trustees to third parties, including the
adviser, shdl be limited to ther interests in the trust assets.

2.14  Prospectus Disclosure

The following are illudtrative of a number of the materid matters dedlt with in this policy
which must be disclosed in the prospectus.

2141

2.14.2

2.14.3

2.14.4

2.14.5

2.14.6

Effective date: March 15, 1987

The nature and extent of the potentia persond liability of each unit holder
shdl be clearly disclosed and the supporting written lega opinions filed
with the Commission.

The investment policy of theissuer must be defined.

Each of the classes of investment contemplated must be defined, including
the nature of the risks involved.

Units of interest in the issuer shdl not be cdled "shares'.

The units shdl be fredy trandferable, and their transferability shal be the
subject of written legd opinion filed with the Commisson.

The conflicts of interest or potentid conflicts of interest between the

adviser and theissuer should be set out together with stepstaken to avoid
or minimize the of these conflicts.
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