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SECTION 9 RESEARCH

10

2.0

Introduction

SPI will not issue to the public, participate in, or knowingly allow its name to be used in
connection to any research materia which:

a) contains any untrue statement or omission of a material fact or is otherwise false or
midleading;

b) contains an unjustified promise of specific results;

C) uses unrepresentative statistics to suggest unwarranted or exaggerated conclusions,
or fails to identify the material assumptions made in arriving at these conclusions;

d) contains any opinion or forecast of future events which is not clearly labeled as
such;

e) falsto present fairly the potential risks to the client;

f) isdetrimentd to the public or the IDA or its members,

g) does not comply with any applicable legidation or the guideines, policies, or
directives of any regulatory authority having jurisdiction.

Policy

All Directors, Officers and employees (including Research Analysts) of SPI and its
subsidiaries are required to comply with these Policies and Procedures at al times.
Anyone who fails to observe these Policies and Procedures may subject both SPI and
himself or herself to lega liability under applicable securities laws or regulatory rules.
Any such violation of these Policies and Procedures may require SPI to take appropriate
actions, up to and including dismissal of personnel. Any questions with respect to the
requirements or interpretations of these Policies and Procedures should be directed to the
CCO or any other senior officer in our Compliance Department.

These Policies and Procedures may be revised, replaced or supplemented from time to
time, in which case al Directors, Officers and employees of SPI and its subsidiaries will
be required to comply with the updated version of the Policies and Procedures.

These Policies and Procedures are based on, and are designed to be responsive to, the
National Association of Security Dealers (NASD) Rule 2711 (dated July 2002) and
Policy No. 11 of the Investment Dealers Association of Canada (IDA).
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21 Definitions

For purposes of these Policies and Procedures, the following terms shall be defined
as provided.

1. Account means any account holding public or private equity securities.

2. Affiliate mans an affiliated body corporate, and more specificaly;

a)

b)

For the purposes of these Policies and Procedures:

i. one body corporate is affiliated with another body corporate if one of them is
the subsidiary of the other, or both are subsidiaries of the same body
corporate or each of them is controlled by the same person; and

ii. if two bodies corporate are affiliated with the same body corporate at the
same time, they are deemed to be affiliated with each other.

For the purpose of these Policies and Procedures, a body corporate is controlled

by a person if:

i. securities of that body corporate to which are attached more than 50% of the
votes that may be cast to elect directors of the body corporate are held, other
than by way of security only, by or for the benefit of that person; and

ii. the votes attached to those securities are sufficient, if exercised, to elect a
majority of the directors of the body corporate.

For the purpose of these Policies and Procedures, a body corporate is the holding
body corporate of another, if that other body corporate is its subsidiary.

For the purpose of these Policies and Procedures, a body corporate is a subsidiary
of another body corporate if:
i. itiscontrolled by
(a) that other
(b) that other and one or more bodies corporate, each of which is controlled
by that other,
(c) two or more bodies corporate, each of which is controlled by that other;
or
(d) itisasubsidiary of acorporate body that is that other’s subsidiary.

3. Associate when used to indicate a relationship with any persons, means.

a)

Page 3 of 13

a body corporate of which that person beneficialy owns or controls, directly or
indirectly, shares or securities currently convertible into shares carrying more
than 10% of the voting rights under all circumstances or under any circumstances
that have occurred and are continuing, or a currently exercisable option or right
to purchase those shares or those convertible securities,

a partner of that person acting on behaf of the partnership of which they are
partners,

atrust or estate in which that person has a substantia interest or in respect of
which he serves as atrustee or in a similar capacity;

a spouse of that person; or

arelative of that person or of his spouse, if that relative has the same residence as
that person.
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10.

Investment Banking Department means any department or division, whether or not
identified as such, that performs any investment banking service on behaf of the
firm.

Investment Banking Services includes, without limitation, acting as an underwriter or
agent in an offering for an issuer; acting as a financia adviser in a merger or
acquisition; providing venture capital, equity lines of credit, or serving as placement
agent for an issuer.

Member of a Research Analyst’s Household means any individual whose principal
residence is the same as the Research Analyst’s principle residence.

Pro Group means a group comprised of SPI and al of the following persons or
companies:

a) Saman Partners;

b) an employee of Salman Partners

c) any Partner, Officer or Director of Salman Partners;

d) any affiliate of Salman Partners; and

e) any associated party of any person or company described in paragraphs a)
through d) above.

Pro Group Holdings means the aggregate of all shares of each class of voting o
equity securities, listed or quoted on a Canadian or American exchange or over-the-
counter market, in which the Pro Group holds a beneficia ownership interest,
including al shares that the Pro Group has a right to acquire, whether conditional or
not, but does not include securities owned by the Pro Group in the course of a
distribution under an underwritten offering.

a) SPl may exclude from the Pro Group reporting regquirements:

i. the holdings of an &ffiliate or associate of SPI, provided that:
(a) the effiliate or associate engages in a distinct business or investment
activity separately from the business and investment activities of SPI;
(b) the affiliate or associate has a separate corporate and reporting structure;
(c) there are adequate controls on information flowing between SPI and the
affiliate or associate; and
(d) SPI maintainsalist of such excepted affiliates and/or associates, or

ii. the holdings of individuals outside the firm that are (in the aggregate) both
less than 10,000 shares and of a market value of less than $25,000.

Public Appearance means any participation in a seminar, forum (including an
interactive electronic forum), radio or television interview, or other public speaking
activity in which a Research Anayst makes a recommendation or offers an opinion
concerning an equity security.

Research Analyst means the associated person who is principally responsible for, and
any associated person who reports directly or indirectly to such a Research Anayst in
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2.2

2.3

11

13.

14.

connection with, preparation of the substance of aresearch report, whether or not any
such person has the job title of “research analyst”.

Research Analyst Account means any account in which a Research Anadyst or
member of the Research Analyst’'s household has a financid interest, or over which
such analyst has discretion or control.

Research Department means any department or division, whether or not identified as
such, that is principally responsible for preparing the substance of a research report
on behalf of the firm.

Research Report means any written or electronic communication that SPl has
distributed or will distribute to its clients or the general public that contains a
Research Analyst’s recommendation concerning the purchase, sale or holding of a
Security.

Subject Company means the company whose equity securities are the subject of a
research report or recommendation in a public appearance.

Restrictions on Investment Banking Department Relationship with Research

Development

No Research Analyst may be subject to the supervision or control of any employee of
SPI’s Investment Banking Department.

No employee of the Investment Banking Department may review or approve a
research report of SPI before its publication.

Restrictions on Review of a Research Report by the Subject Company

1

2.

Except as provided in paragraphs 2 and 3 hereof, a Research Analyst may not submit
a Research Report to the Subject Company before its publication.

A Research Analyst may submit sections of such a research report to the Subject
Company before its publication for review, as necessary only to verify the factual
accuracy of information in those sections provided that:

a) the sections of the research report submitted to the Subject Company do not
contain the research summary, the research rating or the price target;

b) acomplete draft of the research report is provided to the attention of Director of
Research or Assistant Director of Research, or another senior officer of the
Compliance Department before any portion of the report is submitted to the
Subject Company; and

c) if, after submitting any portion of the research report outreach the Subject
Company, the Research Anayst intends to change the proposed rating or price
target, he/she must first provide written justification to, and receive written
authorization from, the Director of Research or Assistant Director of Research
for the change. The Research Analyst must retain copies of any draft and the
final version of such aresearch report for three years following publication.
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25

2.6

2.7

3. The Research Analyst may notify a Sibject Company that the anayst intends to
change its rating of the Subject Company’s securities, provided that the notification
occurs on the business day before the analyst announces rating change, after the close
of trading in the principle market of the Subject Company’s securities.

Prohibition of Certain Forms of Research Analyst Compensation

SPI will not pay any bonus, salary or other form of compensation, to a Research Analyst
that is based upon a specific investment banking service transaction. However, a
Research Analyst may receive compensation that is based, in part, upon the firm’s overdl
Investment Banking Services Revenues.

Prohibition of Promise of Favorable Resear ch

No Officer, Director, employee (including a Research Analyst) @ agent of SPl may
directly or indirectly offer favorable research, a specific rating or a specific price target,
or threaten to change research, arating or a price target, to a company as consideration or
inducement for areceipt of business or compensation from the company.

Imposition of Quiet Periods

SPI will not publish aresearch report regarding a Subject Company from which the firm
acted as manager or co-manager of:

1. aninitial public offering, for 40 calendar days following the date of closing of the
offering; or

2. a secondary offering, for 10 caendar days following the date of closing of the
offering,

provided that paragraphs 1 and 2 hereof, will not prevent SPI from publishing a Research
Report concerning the effects of significant news or a significant event on the Subject
Company within such 40- and 10-day periods, and provided further that the Director of
Research or Assistant Director of Research authorizes publication of that Research
Report before it isissued.

Restrictions on Personal Trading by Research Analyst

1. No Research Anayst Account may purchase or receive any securities of an issuer
before the issuer’s public offering if the issuer is principaly engaged in the same
types of business as companies that the Research Analyst follows.

2. No Research Analyst Account may purchase or sell any security issued by a company
that the Research Analyst follows, or any option on or derivative of such security, for
a period beginning 30 calendar days before the ending five calendar days after the
publication of aresearch report concerning the company or a change in the rating or
price target of the company’s securities; provided that:
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a)

b)

SPI may, by written consent from Mr. Terry Salman or another senior officer in
the Compliance Department, permit a Research Analyst Account to sell securities
held by the account that are issued by a company that the Research Anayst
follows, within the 30 calendar days after the Research Analyst began following
the company for the firm;

SPI may, by written consent from Mr. Terry Salman or another senior officer in
the Compliance Department, permit a Research Analyst Account to purchase or
sall any security issued by a Subject Company within 30 calendar days before the
publication of a research report @ change in the rating or price target of the
Subject Company’s securities, due to significant news or a significant event
concerning the Subject Company, provided that Director of Research or Assistant
Director of Research pre-approves the research report and any changes in the
rating or price target.

3. No Research Anayst Account may purchase or sell any security or any option on or
derivative of such a security in a manner inconsistent with the Research Analyst’s
recommendation as reflected in the most recent research report published by the firm.

4. The CCO or such other senior officer of the firm may authorize a transaction
otherwise prohibited by paragraphs 2. and 3., hereof, based upon an unanticipated
significant change in the persona financial circumstances of the beneficial owner of
the Research Analyst Account, provided that:

a)

b)

the CCO or such other senior officer of the firm authorizes the transaction before
it is entered;

each exception is granted in compliance with policies and procedures herein that
are reasonably designed to ensure that these transactions do not create a conflict
of interest between the professiona responsibility and the persona trading
activities of a Research Analyst; and

the CCO or such other senior officer of the firm maintains written records
concerning each transaction and the justification for permitting the transaction,
for three years following the date on which the transaction is approved.

5. The prohibition in paragraphs 1 through 3 hereof, do not apply to a purchase a sde
of securities of:

a)

b)
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any registered diversified investment company as defined under Section (5)(b)(1)

of the Investment Company Act of 1940; or

any other investment fund over which neither the Research Anayst nor a

Member of a Research Analyst’s Household has any investment discretion or

control, provided that:

i. the Research Analyst Accounts collectively own interests representing no
more than 1% of the assets of the fund;

ii. the fund invests no more than 20% of its assets in securities of issuers
principally engaged in the same types of business as companies that the
Research Analyst follows; and
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iii. if the investment fund distributes securities in kind to the Research Analyst
or Household Member before the issuer’ sinitial public offering, the Research
Andyst or Household Member must ether divest those securities
immediately or the Research Analyst must refrain from participating in the
preparation of research reports concerning that issuer.

2.8 Disclosur e Requirements
1. Ownership and Materials Conflicts of Interest

SPI will disclose in Research Reports and a Research Analyst must disclose in all
public appearances:

a) if the Research Analyst or a Member of a Research Anayst’s Household has a
financid interest in the securities of the Subject Company, and the nature of the
financia interest (including, without limitation, whether it consists of any option,
right, warrant, future, long or short position);

b) if, as of the end of the month immediately preceding the date of publication of
the Research Report or the Public Appearance (or the end of the second most
recent month if the publication date is less than 10 calendar days after the end of
the most recent month), SPI or its affiliates beneficially own 1% or more of any
class of common equity securities of the Subject Company; and

c) any other actual, materia conflict of interest of the Research Analyst of which
the Research Analyst knows or has reason to know at the time of publication of
the Research Report or at the time of the Public Appearance.

2. Receipt of Compensation
a) SPI will disclose in research reportsif:

i. the Research Analyst principally responsible for the preparation of the report
received compensation that is based upon (among other factors) SPI’s total
Investment Banking Services revenues; and

ii. thefirmor its affiliates:

(d) managed or client orders-managed a public offering of securities for the
Subject Company in the past 24 months;

(b) received compensation for Investment Banking Services from the
Subject Company in the past 24 months; or

(c) expects to receive or intends to seek compensation for Investment
Banking Services from the Subject Company in the next three months.

b) A Research Analyst must disclose in Public Appearances if the analyst knows or
has reason to know that the Subject Company is a client of the firm or one of its
affiliates.

3. Position as Officer or Director

SPI will disclose in Research Reports and a Research Analyst must disclose in Public
Appearances, if the Research Analyst or a Member of the Research Anayst's
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Household serves as an Officer, Director or advisory board member of the Subject
Company.

4. Meanings of Ratings

SPI will define in its research reports the meaning of each rating used in its rating
system. The definition of each rating will be consistent with its plain meaning.

5. Digtribution of Ratings

a) SPI will disclose in each Research Report the percentage of all securities rated by
SPI, “buy,” “hold,” “sdll,” “speculative buy,” or “under review” rating.

b) In each research report, SPI will disclose the percentage of subject companies
within each of these five categories for whom the member has provided
Investment Banking Services within the previous 24 months.

¢) Theinformation that is disclosed under paragraphs 5.a and 5.b hereof, must be
current as of the end of the most recent caendar quarter (or the second most
recent caendar quarter if the publication date is less than 15 caendar days after
the most recent calendar quarter).

6. Price Chart

SPI will present in any Research Report concerning an equity security an which the
firm has assigned any rating for at least one year, aline graph of the security’s daily
closing prices for the period that the firm has assigned any rating or for a three-year
period, whichever is shorter. The line graph must:

a) indicate the dates on which the firm assigned or changed each rating or price
target;

b) depict each rating and price target assigned or changed on those dates; and

d) be current as of the end of the most recent calendar quarter (or the (or the second
most recent calendar quarter if the publication date is less than 15 calendar days
after the most recent calendar quarter).

7. Price Targets
SPI will disclose in Research Reports the valuation methods used to determine a
price target. Price targets must have a reasonable basis and must be accompanied by
disclosure concerning the risks that may impede achievement of the price target.

8. Market Making

SPI will disclose in Research Reports if it was making a market in the Subject
Company’s securities at the time that the research report was published.

9. Disclosure Required by Other Provisions
SPI and its Research Anaysts must provide disclosure in Research Reports and

Public Appearances that is required by the applicable law or regulation, including
NASD Rule 2210, and the antifraud provisions of the federal securities laws.
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10.

11

Prominence of Disclosure

The Disclosures required by this paragraph 2.8, will be referenced as to their location
on the front page of each research report. The disclosure will read as follows:

DISCLAIMER NOTE: IN ACCORDANCE WITH NASD RULE 2711 AND IDA
POLICY NO. 11, SALMAN PARTNERS INC. REFERS THE READER TO THE
END OF OUR RESEARCH REPORT FOR OUR FIRM’S SPECIFIC POLICIES
AND PROCEDURES IN RESPECT OF RESEARCH ANALYSTS AND
RESEARCH REPORTS.

Disclosures in Research Reports Covering Six or More Companies

If SPI distributes a Research Report covering six or more Subject Companies, for the
purposes of the disclosures required in paragraph 2.8, such a Research Report will
direct the reader to our Website to review our Policies and Procedures in respect of
such disclosure.

. Disclosure of Underwriting Liability

SPI must disclose in any Research Report or similar document making a
recommendation with regard to a security whether the dedler or any of its Officers or
Directors has:

a) assumed an underwriting liability with respect to the securities, within the past 24
months,

b) provided financia advice to the issuer for consideration within the past 24
months, or

C) expectsto receive any fees as aresult of the recommended action.

As of January, 2004, the disclosure as it appears in the Research Reports is as
follows:

Salman PartnersInc. Disclosure

In accordance with NASD Rule 2711 and IDA Policy No. 11,
Salman Partners Inc. (“ Salman Partners’ ) refersthe reader to our
website (www.salmanpartners.com) for our firnm' s specific policies
and procedures in respect of research analysts and research
reports. Salman partners hereby confirms that as of the date of
this report:

(i) the research analyst(s) referenced herein and any member of
the research analyst's household, or an individual directly
involved in the preparation of this report (does/does not) hold a
financial interest in the securities of the company in this report;
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(ii) the Pro Group holdings of the firm, whether long or short,
(do/do not) exceed 1% of the outstanding securities of any class of
securities of the company mentioned in thisreport;

(ii)the research analyst who prepared this report receives
compensation that is based, in @rt, upon the firm's overall
investment banking revenues,

(iv) Salman Partners Inc., or a partner, director, officer, or the
research analyst referenced herein, (have/have not) provided
services, including investment banking services to the company
herein during the past 24 months, and may receive or may seek
compensation for investment banking services from the company
herein within the next 3 months;

(v) Salman Partners Inc. does not make a market in the company’'s
securities within the appropriate security laws,

(vi) no officer, director, employee or research analyst of the firm
or a member of the research analyst’s household of the firmis an
officer, director or employee of the company nor does any officer,
director, employee or research analyst of the firm or a member of
the research analyst’ s household serve in any advisory capacity to
the company; and

(vii)other than what is disclosed above, Salman PartnersInc. is not
aware of any actual, material conflicts of interest for the research
analyst, of which the research analyst knows or has reason to
know in the preparation of this report.

For purposes of our research report, our rating system is defined
asfollows:

Buy A recommendation to purchase the stock at the current
price.

Hold A recommendation to maintain one's current position in the
company, given the current share price and the outlook for the
company, sector or underlying commodity.

Sell A recommendation to reduce one's share position, either in
part or in whole.

Speculative Buy A recommendation to purchase shares in a
company which is considered speculative because of the risk
associated with owning shares. This added risk can be attributed
to the company’s size, financial stability, liquidity, the outlook for
a commodity or commodities or other factors beyond Salman
Partners control. Suitable for risk-tolerant investors only.

Under Review Salman Partners is in the process of an
update based on recently released information. The analyst's
recommendation and target price may or may not change upon
completion of analysis.
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Distribution of Ratings - to be updated monthly within 10 days of
the beginning of the month and provided in each published
research report.

A 12-month 'Investment Banking History' Breakdown to be
updated monthly within 10 days of the beginning of the month
according to the most recent recommendation and provided in
each published research report.

Dissemination of Research Reports

SPI will prominently disclose in any research report its policy and procedures regarding
the dissemination of research. This would include to whom research & available (e.g.
clients only); how research is disseminated (e.g. electronically and/or in printed form);
and whether all recipients receive the research at the same time.

As of Jan 2004, the disclosure in respect of dissemination is as follows:

“ Upon approval by the research department and once published in
final form, SPI disseminatesits research to all institutional clients
simultaneously in electronic form.  The firm subsequently
disseminates this research in hard copy to those clients who have
requested to be on the firm's distribution list. In addition, SPI

posts its research on the SPI website and on certain paid research
services with which a contract of dissemination has been arranged.
Access to these websites is provided using a password provided by
the administrator and is limited to SPI's institutional clients.
Reproduction of thisreport in part or in whole without permission
is prohibited. All rights reserved. Salman PartnersInc.”

Supervisory Procedures

SPI will adopt and implement written supervisory procedures reasonably designed to
ensure that the firm and its employees comply with the provisions of NASD Rule 2711
and IDA Policy 11, and the CCO or such other senior officer of the firm will:

a)

b)

in respect of SEC, attest annudly to the Association that it has adopted and
implemented these procedures; and
in respect of the IDA Policy 11, SPI must obtain an annual certification from the
head of the research department and CEO stating that the firm’'s Research Anaysts
are familiar with and have complied with the AIRM Code of Ethics and Standards of
Professional Conduct (or the Canadian equivaent), whether they are members of
AIMR or not.

Research Analysts must complete the Analysts Declaration form for each research report
that he/she has prepared or worked on. This form must be prior-approved by the CCO
before the release of any such report; and

All Research Reports must be approved by the Director of Research or Assistant Director
of Research before being issued. Evidence of approval, a copy of the research material
and the Analyst’s Declaration form, shall be maintained for two years.
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4.0

Distribution of Material During a Waiting Period

Waiting Period means the interval, which must be at least 10 days, between the issuance
of a receipt by the executive director for a preliminary prospectus, and the issuance of a
receipt by the executive director for the prospectus.

During a Waiting Period, SPI may communicate with a person or company identifying
the security proposed to be issued and stating the price thereof. If then determined the
name and address of a person or company from whom purchases of the security may be
made and containing such further information as may be permitted by the regulation so
long as SPI communicates the rame and address of a person or company form which a
preliminary prospectus may be obtained.

As well, SPI may distribute a preliminary prospectus and solicit expressions of interest
from a prospective purchaser, so long as before the solicitation, or as soon as practicable
after the prospective purchase indicates an interest in purchasing the security, a copy of
the preliminary prospectus is sent to the prospective purchaser.
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