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Section 3:2017 MQE Competence Framework and CICBV Standards Review INSIGHT

2017 MQE Competence Framework
The official 2017 CICBV MQE Competence Framework is included in this section.

Competence Framework - Basic Structure
In January 2017, the CICBV introduced the MQE Competence Framework, (In prior years, the CICBV published a
“syllabus” for each exam.)

The MQE Competence Framework is similar to past versions of the syllabus, though we note that the “learning
outcomes” identified in the Competence Framework are more specific than were proviced by the Institute in
years past.

Knowledge Areas

The Syllabus covers the following general areas of knowledge:

• 1 — Value Terms and Principles

• 2— Valuation Methods

• 3 - The Valuation or Litigation Support Assignment

• 4 — Professional Conduct

• 5—Specific Issues Encountered in Valuation or Litigation Support Assignments

• 6—The Law Relevant to Valuation and Litigation Support

• 7—Taxation Issues Relevant to Valuation and Litigation Support

In addition, the Competence Framework includes Section 8 which sets out expected “Professional Competence
Skills” which the Institute expects candidates to demonstrate in their MQE responses.

Competency Levels

Not all items on the Competence Framework are expected to be demonstrated at the same level of
competency. Some items are tested more stringently than others; the Institute has categorized each item on
the Competence Framework to be one of three competency levels:

• Level A: applies to topics fundamental to the practice of valuation and litigation support; the candidate
should have an in-depth knowledge and comprehension of the topics;

• Level B: applies to topics central to and arisingfrequentlyin everyday practice; the candidates should
have a working knowledge and comprehension of the topic; and

• Level C: applies to topics that do not occur frequently in day-to-day valuation practice and to emerging or
special topics; the candidate should have a generalfamHiarity with the topic.
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Section 3:2017 MQE Competence Framework and CICBV Standards Review

Frequently Tested Areas
The following table summarizes our view with respect to frequently tested areas of the MQE Competence

Framework.

Section 6 of these materials (Debriefing Guides for Prior MQE’s) also highlights key topic areas tested. Of

course, while some topics appear more frequently than others, anything on the MQE Competence Framework

could theoretically be tested; as is reiterated throughout these materials, preparing yourself for the unexpected

comes by practicing past MQE’s under real exam conditions (Golden Rule #1),

.

.
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Summary Table #1: Competence Framework Topics

Knowledge Comments t I -

Area t
#1 — value All topics in this area are tested at Level A (with the exception of one Level B topic). Value
Terms and terms and principles are generally tested in all years. The most frequent terms with which
Principles candidates should be familiar include:

F

• Fair market value ard fair value (numerous past MQE’s have required candidates
to explain and apply the difference between these two value terms in a case setting)
Fair market value ard price (numerous past MQL’s have required candidates to
contrast the two terms in various types of situations including analyzing actual
transactions, offers, comparable transactions)

• Liquidation value and adjusted book value (specifically, the difference between
the two)

• Special purchasers (candidates must be able to explain any special purchasers
present in a case — this is typically in a case with buyer-specific synergies, e.g.,
analyzing an offer or a transaction)

• Tangible asset backing and the various components of goodwill — these are tested
implicitly as candidates are often expected to test the reasonability of their
valuation conclusions

#2 - Valuation All topics in this area are tested at Level A. While all valuation methods are fair game, it is
Methods i interesting to note the relative frequency at which valuation methods have been tested

over the Dast 12 years (i.e.. from 2005 to 2016):

• DCF - tested 21 times throughout 31 questions
• capitalized cash flowlearnings/EBITDA (collectively) — tested 18 times throughout

31 questions

Asset-based approaches have appeared at least a handful of times, while valuations done
on a liquidation basis have appeared at least four times.

Other variants of the income approach (besides DCF and capitalized earnings/cash
flow/EBITDA) include the relief-from-royalty method and the multi-period excess
earnings method (MEEM), which have been used in an intangible asset context. The dual
capitalization of earnings method has appeared once.

The market approach is virtually always tested, although more often as a secondary
method than as a primary method. (This includes guideline public companies.
precedent transactions, and rules of thumb.)

The 2017 version of the Competence Framework includes much more emphasis on
assessing the reasonability of value conclusions and the verification/triangulation of
value conclusions, In past years, we saw many instances of the Institute providing
marker feedback indicating that they expected more from candidates in these areas, so
keep this in mind when structuring your responses to questions.

Many of the topics here at tested at Level A, with certain topics tested at Level B. The most
likely topics to be tested are:

• Valuation reports — knowledge of the different levels of assurance (standard 110
reports) and the different types of reports (e.g., valuation report, limited critique
report, fairness opinion) and when they are appropriate to use

#3 - The
Valuation or
Litigation
Support
Assignment
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• CIcOV standards - knowledge of:he reporting standards applicable to the
deliverable in each qes:ion (i.e., demonstrating an understanding of the required

components of a valuation report under CICBV standards)
• Information requirements — this can be tested where the role is a CBV reporting

internally to a partner with respect to a new engagement

Many of the topics in this section may be tested implicitly in a case setting (i.e., while the
learning outcomes may not be explicitly asked in a case, they may be tested through

issues which candidates are expected to identify and address).

#4 — Five of the seven items on this list are tested at Level A. These include:

• CICBV Practice Standards
• CICBV Exposure Drafts
• CICBV Practice Bulletins
• clCBV Code of Ethics

The most likely ways in which these items will appear on the MQE lie in situations where

there are eneaeement acceptance or indeDendence issues involved (for example,

instances where the valuator may be in a potential conflict of interest). Another example is

in cases where a CBV has been asked to agree to a fee structure for an engagement which

could potentially threaten his/her independence.

In addition, the 2017 Competence Framework has made the role of the CBV a Level A

topic. This is not surprising: as we emphasize in these materials, urderstandirg your role

is critical in an MQE case settirg.

Virtually all of these topics are tested at Level A, and virtually all of them are fair game to

be tested on the MQE?

All of these topics are tested at Levels B and C. However, two topic areas which are

frequently tested include:

• Fair market value vs. fair value (particularly in shareholder dispute/oppression

remedy cases — i.e., dealing with the issues of minority discount and control

premium NOT the financial reporting ‘fair value’ term)

• Rights of shareholders (for example. where a minority shareholder is unsure of

his/her rights under the Canada Business Corporations Act — e.g., access to

information, appraisal remedies, oppression remedies)

Damages has been introduced as a new Level B topic for 2017, with several specific

learning outcomes related to damages quantification.

All of these topics are tested at Levels B and C. However, topic areas which are frequently

tested include:

• Purchase/sale of assets vs. shares (these calculations have been routinely tested

in past exams)
• Income tax rate determination (i.e., determining the type of income and at what

rate it should be taxed)
• Trapped-in capital gains (relevant in valuing redundant assets and

holding/investment companies)

Lt1 INSIGHT

Professiona

Conduct

#5 — Specific

Issues
Encountered in

Valuation or

Litigation

Support
Assignments

#6 - The Law
Relevant to
Valuation and

Litigation
Support

#7 — Taxation
Issues Relevant

to Valuation

and Litigation

Support
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Topic Areas Covered in Appendix B
Appendix B includes a more detailed review of the topics in the 2017 MQE Competence Framework, specifically

for the following areas of knowledge:

• Chapter 1 — Value Terms and Principles

• Chapter 2— Valuation Methods

• Chapter 3—The Valuation or Litigation Support Assignment

• Chapter 4— Professional Conduct

• Chapter 5—Specific Issues Encountered in Valuation or Litigation Support Assignments

In our experience, the knowledge required for areas 6 and 7 are developed most easily through practice of past

MQE’s. Key tax concepts for the MQE are also included to some extent in Appendix A. An illustrative of example

of a sale of assets vs. sale of shares question and solution - (a frequently tested tax topic) — is included as
Appendix C.

Remainder of Section 3
The remainder of this Section includes copies of

• 2017 MQE Competence Framework

• CICBV Practice Standards

• CICBV Practice Bulletins

• CICBV Code of Ethics

• CICBV Policy on Examination Rules — dateo May 5,2016

MQE Insight —2017 Course Notes Page 3-5
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THE CANADIAN INSTITUTE v)

CHARTERED
BUSINESS
VALUATORS’
S

MEMBERSHIP QUALIFICATION EXAMINATION
COMPETENCE FRAMEWORK

In addition to the experience and other requirements for admission to membership in the Canadian
Institute of Chartered Business Valuators (the CICBV), individuals must demonstrate (by achieving a
passing grade on the Membership Qualification Examination (MQE)) that they:

• have a sound knowledge of the content included in the four mandatory courses in the CICBV’s
Program of Studies (hereafter referred to as “Valuation” or “Litigation Support” knowledge); and

• have the ability to apply such knowledge and deal with related issues in practice.

This Competence Framework describes the technical knowledge, skills, and proficiencies which the MQE
may examine. There are seven general areas covered, as follows:

1. Value Terms and Principles — page 3

2. Valuation Methods - page 4

3. The Valuation or Litigation Support Assignment — page 7

4. Professional Conduct — page 8

5. Specific Issues Encountered in Valuation or Litigation Support Assignments — page 9

6. The Law Relevant to Valuation and Litigation Support - page 12

7. Taxation Issues Relevant to Valuation and Litigation Support - page 13

In addition, the Professional Competence Skills required to be demonstrated are set out in Section 8 of
this document (page 15).

The examinable areas on the MQE includes materials included in the four mandatory courses in the
CICBV’s Program of Studies; the CICBV’s Bylaws, Code of Ethics, Practice Standards, and Practice
Bulletins; and Canadian income tax law as of January 1st of the year the MQE is written.

Without Iimitingthe breadth of knowledge required, specific illustrative examples of examinable topics
are listed on the following pages under each general area.

I



Three knowledge expectation levels have been established to provide guidance as to the relative depth

of understanding and application required to be demonstrated in the various areas and topics:

• Level A: applies to topics fundamental to the practice of valuation and litigation SUPPOrt for

which in-depth knowledge and comprehension is required;

• Level B; applies to topics central to and arising freQuently in everyday practice for which a

working knowledge and comprehension is required; and

• Level C: applies to topics that do not occur frequently in day-to-day valuation practice and to

emerging or special topics for which a general familiarity is required.

.

.
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1. VALUE TERMS AND PRINCIPLES

Knowledge
Expectation

Level

Value Terms

Competence Area

A Adjusted book value • Define and distinguish term from other value terms
A Book value • Define and distinguish term from other value terms
A Depreciated replacement value • Define and distinguish term from other value terms
A Fair market value • Define and distinguish term from other value terms
A Fair value • Define and distinguish term from other value terms
A Intrinsic (stand alone) value • Define and distinguish term from other value terms
A Liquidation value • Define and distinguish term from other value terms
A Market value • Define and distinguish term from other value terms
A Net realizable value • Define and distinguish term from other value terms
A Price (vs. value): • Discuss differences between price vs. value, and notional vs.

• Notional market valuation open market
• Open market transaction

A Replacement value • Define and distinguish term from other value terms
A Reproduction value • Define and distinguish term from other value terms
A Value to owner • Define and distinguish term from other value terms
B V-Day value (1971 and 1994) • Define and distinguish term from other value terms

Key Valuation Principles

A Point in time • Discuss concept and demonstrate understanding in
calculations and discussion

A Hindsight • Discuss concept and demonstrate understanding in
calculations and discussion

A Future expectations • Discuss concept and demonstrate understanding in
calculations and discussion

A Ability to earn • Discuss concept and demonstrate understanding in
calculations and discussion

A Tangible asset backing • Discuss concept and demonstrate understanding in
calculations and discussion

A Special purchasers • Discuss concept and demonstrate understanding in
calculations and discussion

Tyoes of Goodwill

A Identifiable vs. non-identifiable • Discuss and distinguish from other types of goodwill
A Locational goodwill • Discuss and distinguish from other types of goodwill
A Personal goodwill • Discuss and distinguish from other types of goodwill
A Commercial (general business) • Discuss and distinguish from other types of goodwill

goodwill
A Individual goodwill • Discuss and distinguish from other types of goodwill

Learning Outcomes

3



Knowledge
Expectation

Level

2. VALUATION METHODS

Competence Area Learning Outcomes

Valuation Approach — General

A Valuation approach (i.e., going • Assess the relative appropriateness in a given situation, and

concern vs. liquidation) recommend the most appropriate approach given a set of
facts

A Valuation methodology (i.e., • Given a set of facts:
market-based, income-based, o Selectthe most appropriate methodology (with

asset-based) reasoning)

o Discuss the mechanics and calculations involved in the
methodology

o Perform a qualitative analysis of relevant information
(economic, political, industry, company-specific, etc.)

o Perform a quantitative analysis of relevant information

(including trend, ratio, comparative, and common size
analysis)

o Perform necessary (professional and technically correct)
calculations to arrive at a conclusion

a Assess reasonableness of conclusions

a Determine (with explanation and support) whether

multiple businesses/divisions within one corporate entity
require different valuation methodologies

Income (Earnings and Cash-FIow)-Based Valuation Methodology

A Capitalization of earnings/cash • Assess the relative appropriateness of use in a given
flow methodology situation

• Demonstrate in-depth understanding of the methodology:

o Provide the rationale for choosing the methodology
o Discuss the mechanics and calculations

o Perform professional and technically correct calculations

A Normalization adjustments • Given a set of facts, identify necessary adjustments and
incorporate such adjustments into value calculations

• Perform professional and technically correct calculations

A Sustainable/ maintainable/ • Perform professional and technically correct calculations
discretionary earnings/cash flows

• A Capitalization rate • Discuss related concepts, including (but not limited to):

o Debt-free (unlevered) vs. debt-included (levered)

methods of determining the cost of capital (and

approach to value)

o Return on (cost of) equity
• Build-up method
• Capital Asset Pricing Model

a Weighted average cost of capital
• Determination of appropriate capital structure
• Availability of debt

Cost of debt

o Risk and growth considerations

• Perform professional and technically correct calculations

B Threshold rates of return • Explain concept

.

.

.
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• Perform reasonable calculations
A Interrelationship between • Discuss concept and demonstrate understanding through

earnings/cash flows and application in value calculations
capitalization/discount rates

A Treatment of one-time historical • Discuss concept and incorporate in value calculations
or future revenues/costs

A Sustaining capital reinvestment • Discuss issue and its impact on value calculations
(and related tax shield) • Incorporate into value calculations

A Net working capital requirements • Discuss concept and incorporate in value calculations
A Tax calculations • Incorporate into value calculations where/when appropriate
A Redundant assets • Discuss concepts

• Perform professional and technically correct calculations
and incorporate in value calculations

A Debt/financial leverage • Discuss the significance, impact and quantification of
leverage on value calculations

• Demonstrate understanding through application in value
calculations

A Verification/triangulation of • Perform appropriate calculations and assess the preliminary
valuation conclusions value conclusion

A Discounted cash flow • Assess the relative appropriateness of use in a given
methodology (all applicable situation
issues noted above under • Demonstrate in-depth understanding of the methodology:
Capitalization of earnings/cash o Provide the rationale for choosing the methodology
flow methodology, plus those o Discuss the mechanics and calculations
listed below) o Perform professional and technically correct calculations

A Determination of forecasted/ • Perform reasonable and technically correct calculations
projected cash flows • Discuss matters to consider when relying on externally-

prepared_forecasts/projections
A Discount rate determination • Discuss, calculate, and incorporate into value calculation

• Compare and contrast with capitalization rate
A Terminal/residual value • Discuss, calculate, and incorporate into value calculations

Market-Based Valuation Methodology (all applicable issues noted above under Income (Earnings and Cash-Flow)-
Based Valuation Methodology, plus those listed below)

A Precedent (comparable) • Assess the relative appropriateness of use in a given
transactions approach situation

• Demonstrate in-depth understanding of the methodology:
o Provide the rationale for choosing the methodology
o Discuss the mechanics and calculations
o Discuss factors considered in selecting appropriate

transactions
o Perform professional and technically correct calculations

A Comparable public company • Assess the relative appropriateness of use in a given
multiples approach situation

• Demonstrate in-depth understanding of the methodology:
o Provide the rationale for choosing the methodology
o Discuss the mechanics and calculations
o Discuss factors considered in selecting appropriate

companies
o Perform professional and technically correct calculations

Asset-Based Valuation Methodology

A General • Assess the relative appropriateness of use in a given
situation

5
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• Discuss use as a primary valuation methodology and/or as a

risk assessment tool

• Demonstrate in-depth understanding of the methodology:

a Provide the rationale for choosing the methodology

o Discuss the mechanics and calculations

o Perform professional and technically correct calculations

Adiusted Book Value Methodology

A Asset and liability valuation • When reasonable, perform a professional and technically

correct calculation and incorporate in value calculations

A Tax calculations • Discuss concepts, including (but not limited to):

a Tax shield

a Taxes on disposition and distribution

a Refundable taxes

• Perform professional and technically correct calculations

and incorporate in value calculations

Liquidation Value Methodoloav

A Orderly vs. forced • Assess the relative appropriateness of use in a given

situation

A Liquidation costs and expenses • Perform professional and technically correct calculations

• Incorporate in value calculations

A Tax calculations • Discuss concepts, including (but not limited to):

a Taxes on disposition and distribution

c Refundable taxes

• Perform professional and technically correct calculations

and incorporate in value calculations

A Time value of money • Discuss concept and how it is reflected in calculations

Other Valuation Methodologies

C Dual capitalization • Describe methodology

• Perform reasonable calculations

A Rules of thumb • Describe methodology

• Perform professional and technically correct calculations

C Adjusted present value • Describe methodology

• Perform reasonable calculations

6



3 THE VALUATION OR LITIGATION SUPPORT ASSIGNMENT

Knowledge
Expectation Competence Area Learning Outcomes

Level

A Planning the engagement • Discuss appropriate steps taken and considerations made
while planning an engagement

A Engagement letter • Discuss the purpose
• Given a set of facts, discuss information appropriate to

include
A Reports - draft vs. final • Discuss the required sections of reports

• Compare draft and final reports (characteristics, disclosures,
purposes,_users,_etc.)

A Information requirements (scope • Given a set of facts, discuss appropriate information
of work) required to reach a conclusion

A Representation letter • Discuss the purpose
• Given a set of facts, discuss information appropriate to

include
A Working paper files and retention • Discuss the purpose
B Due diligence and questionnaires • Explain the purpose
B Verification of information • Explain the purpose in the context of a risk mitigation

provided by others strategy
B Reliance on other experts • Recognize a situation in which, and explain why, a CBV may

need to rely on other experts
B Research and sources of • Explain common sources of information a CBV might draw

information (including on in conducting an engagement, including a consideration
management) of the quality of such information

A Risk mitigation strategies in an • Discuss various actions a CBV may take to mitigate his/her
engagement engagement risk (including, but not limited to):

o Conflict checks
o Insurance (C level topic)
o Report restrictions and disclaimers in reports
o Engagement and representation letters

7



4. PROFESSIONAL CONDUCT

.

.

Knowledge
Expectation

Level
Competence Area Learning Outcomes

A CICBV Practice Standards • Demonstrate knowledge of content and apply such

knowledge as appropriate

A CICBV Exposure Drafts • Demonstrate knowledge of content and apply such

knowledge_as appropriate

A CICBV Practice Bulletins • Demonstrate knowledge of content and apply such

knowledge_as_appropriate

A CICBV Code of Ethics • Demonstrate knowledge of content and apply such

knowledge_as_appropriate

B CICBV Disciphne Procedures • Detect and describe matters whicn may result in disciplinary

actions involving a CBV

. Describe actions which could be taken against a CBV who

has breached the Practice Standards or Code of Ethics

A Role of the CBV and related legal • Distinguish a CBV’s various potential roles, including:

responsibilities o Independent expert

o Non-independent advocate, consultant, or employee

o Neutral arbitrator or mediator

• Select appropriate role, given a mandate

• Explain how the provision of a CBV’s services may differ

under such roles

B Professional liability concepts • Identify and explain situations which may result in a
professional liability issue for a professional

• Explain related concepts (and identify in situations, given a

set of facts), including (but not limited to):

o Liability in contract
o Liability in tort
o Fiduciary duty

8



5. SPECIFIC ISSUES ENCOUNTERED IN VALUATION OR LITIGATION SUPPORT ASSIGNMENTS

Knowledge
Expectation Competence Area Learning Outcomes

Level

A Minority interests • Discuss related concepts, including (but not limited to):
o Factors affecting value
o Public vs. private minority interests

. Identify situations where concepts may be applicable

. Perform professional and technically correct calculations
and discuss effect on value calculations

B Minority interests • Explain related concepts, including (but not limited to):
o Rights and limitations of minority shareholders
o Legal remedies under the Canadian Business

Corporations Act (CBCA):
• Dissent (appraisal) remedy
• Derivative action

Oppression remedy
o Nuisance value

• Identify situations where concepts may be applicable
A Majority (controlling) interests • Discuss related concepts, including (but not limited to):

o Legal (dejure) vs. effective (de facto)
o Group and joint control
o ‘Premium” for control

. Identity situations where concepts may be applicable
A Special interest purchaser • Discuss related concepts, including (but not limited to):

o Parties
o Potential economic benefits (synergies)

• Identify situations where concepts may be applicable
• Discuss difficulties in identification and quantification
• Perform professional and technically correct calculations

and discuss effect on value calculations
A Allocation of en-bloc value • Discuss related concepts, including (but not limited to):

o Direct and indirect approaches of allocation
o Derivation of goodwill from en-bloc value

• Perform professional and technically correct calculations
and discuss effect on value calculations

• Assess reasonableness of conclusions
A Identifiable intangible assets • Discuss related concepts, including (but not limited to):

o Methods of valuing intangible assets:
• Cost
• Income
• With and without
‘ Multi-period excess earnings
• Relief from royalty
• Greenfield approach

o Types of intangible assets:
Patents, copyrights, trademarks

• Agreements (franchise, royalty, distribution)
Contracts (non-compete, management, supplier/
customer)

• Licences

9
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Leasehold interests

• Perform professional and technically correct calculations

and discuss effect on value calculations and en-bloc value

A Shareholders and partnership • Discuss relevance of such corporate documents in

agreements, voting trusts, and assignments
other corporate documents (e.g., • Discuss clauses impacting liquidity, and discuss effect on
articles of incorporation, bylaws) value calculations

• Discuss (and demonstrate through calculations) impact on

value calculations

B Financial Instruments • Explain purpose and features of financial instruments,

including (but not limited to):

o Debt instruments

o Bonds and debentures

o Options
Types
Valuation
Pricing models (Black-Scholes, Binomial, Monte Carlo)

o Real options
a Probability-based models

• Explain how features affect value

• Perform reasonable calculations and explain effect on value

calculations

A Different classes of shares • Discuss related concepts, including (but not limited to):

o Multiple classes of common shares

o Preferred/special shares
• Rights and characteristics
• Factors influencing value

Public vs. private
o Restricted/escrowed shares

a Warrants and options

• Discuss why different classes of shares may be issued

• Perform professional and technically correct calculations

and discuss effect on value calculations and en-bloc value

given specific rights and characteristics

A Types of discounts • Discuss different types of discounts, including (but not

limited to):
a Minority (non-controlling)
a Illiquidity
o Marketability
a Blockage

o Restricted shares
0 Portfolio

• Perform professional and technically correct calculations

and discuss effect on value calculations of a shareholder or

group’s interest

C Empirical studies and case law • Incorporate and apply significant research findings or court

regarding the above discounts decisions to calculations or conclusions

B Fair value measurement • Describe the purpose of fair value measurement, in the
context of valuation for financial reporting

• Describe the content in the following rules:

a IFRS 3 (Purchase Price Allocations)

a IFRS 13 (Fair Value Measurement)

o lAS 36 (Impairment Testing for Goodwill and Intangible

Assets)

10



. Describe the CBV’s role in fair value measurement
A Life cycle phases of businesses • Discuss characteristics inherent in e business at each of the

following life cycle phases:
o Early stage (seed, start up)
a Growth

o Mature
o Decline
o Financially distressed

• Given case facts, identi’ the stage at which a business is at
in its life cycle, and select the most appropriate valuation
methodology

B Contingent consideration • Explain related concepts, including (but not limited to):
o Non-cash consideration (i.e., share exchange)
a Holdbacks
a Vendor take-backs
o Promissory notes
o Earn-outs

• Perform reasonable calculations and explain effect on value
calculations

A Fairness opinions • Explain when such work may be necessary
• Per-farm reasonable calculations (including

accretion/dilution analysis) and explain effect on value
calculations on a per-shareholder or per-class basis

B Valuation of specific type of • Explain industry-specific factors which should be considered
businesses, in performing a valuation

• Perform reasonable calculations and explain effect on value
calculations

C Valuation of real estate and • Describe typical valuation methodologies and describe effect
equipment an value calculations

C Impact of make-whale clauses or • Define and describe effect on value calculations
a change of control on
outstanding debt

C Employee stock ownership plans • Define and describe when a valuation may be necessary
C Pensions • Describe the different types of pension plans (defined

contribution vs. defined benefit), and describe the
differences between them in terms of payments to pensions
and the effect on the financial statements

• Describe the implication of a plan’s position (i.e., over vs.
underfunded) relative to its assets and liabilities

• Demonstrate an understanding of when to consult a pension
expert_in_ensuring the risks are_adequately addressed

11
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6 THE LAW RELEVANTTO VALUA11ON AND LrnGATION SUPPORT a

Knowledge
Expectation Competence Area Learning Outcomes

Level

C Significant court cases (which • Incorporate significant court decisions in analysis,

address valuation or litigation calculations or conclusions
support matters) included in

CICBV Case Book

C Family law • Describe engagements which a CBV may become involved

with related to family law

B Professional liability • Identify and explain situations which may result in a

professional liability issue for a professional

• Explain concepts of liability in contract and liability in tort

(fiduciary duty and negligence)

B Forms! structure of business • Compare differences in the following business structures:

organization o Sole proprietorship
o Partnership
o Corporation (private and public)

o Trust
o Joint Ventures, Syndicates and Co-ownerships

• Explain how value calculations may differ under each of

these structures

C Canadian legal system • Describe (at a high level):

o The litigation process

o Alternative dispute resolution

• Describe the CBV’s role at various stages in the litigation

process

B Damages • Describe related concepts, including (but not limited to):

a Situations requiring loss quantification

a Loss quantification — tort

o Loss quantification — contract

a Heads of damages
a Roleof hindsight
a Selection of discount rate

a Interest awards (pre- and post-judgment interest)

a Mitigation

• Identify situations which may require a loss quantification

calculation by a CBV

• Perform reasonable calculation of total losses (including
present value and interest thereon)

12



_7
TAXATION ISSUES RELEVANT TO VALUATION AND LITiGATION SUPPORT

Knowledge
Expectation Competence Area Learning Outcomes

Level

B Income tax rate • Demonstrate ability to choose appropriate rate
B Capital cost allowance, eligible • Explain such concepts

capital property, depreciable • Explain (and demonstrate understanding of through
property. and non-depreciable calculations) the impact on a valuation
capital property

B Purchase/sale of assets vs. • Calculate (and explain differences in such calculations) the
shares net proceeds available to shareholders

B Trapped-in capital gains • Explain how/why such items arise
• Perform reasonable calculations based on given a set of

facts
C Associated corporations • Describe such items

• Describe (and demonstrate understanding of through
calculations) the impact on a valuation

B Types of income • Describe different types of income, including (but not limited
to):
o Business
o Property
o Investment (capital gains, dividends)

• Identify differences in such items, including:
o How they are earned
o How they are incorporated into taxable income, and how

they are taxed
B Losses • Describe different types of losses;

o Capital
o Non-capital
o ABIL

• Describe acquisition of control rules (C level topic)
• Calculate (and demonstrate understanding of) the impact on

a valuation
B Future income tax assets and • Explain such items, and how they arise

liabilities • Calculate (and demonstrate understanding of) the impact on
a valuation

C Taxation on corporate • Explain purpose and basic rules with respect to:
reorganizations o Rollovers (Section 85)

o Reorganizations (Section 86)
o Amalgamations (Section 87)
o Corporate wind-ups (Section 88(1) and 88(Z)

• Demonstrate understanding of why value calculations are
required for such transactions

13



B Tax treatment of damages and • Explain appropriate treatment

litigation awards • Perform reasonable calculations

C Goods and Services Tax • Describe the impact on value calculations

C Scientific Research and • Describe such items, and how such credits arise

Experimental Development and • Describe the impact on value calculations
Investment Tax credits

C/A Transfer pricing • Describe when a transfer pricing study maybe necessary

(Level C)

• Describe transaction-specific considerations when

evaluating intercompany transactions (Level A)

• Describe the impact of intercompany transactions on value

calculations (Level A)

.

.

.
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8. PROFESSIONAL COMPETENCE SKILlS
- :

Competence Area Learning Outcomes

Professional Skills

Demonstrates ethical reasoning and • Demonstrates an understanding of the ethical principles of
adherence to professional values, honesty, integrity, competence, confidentiality, objectivity, and

independence

. Identifies ethical issues and determines when ethical principles
apply

• Upholds the professional values of the CICBV at all times
• Applies a mindset of professional scepticism to assess relevant

data and information
. Recognizes limitations in abilities or resources in certain situations,

and provides suggestions or recommendations to deal with such
limitations

• Focuses on the public interest and confidentiality

Written Communication Skills

Answers are presented in a balanced, • Communications are professional and persuasive in nature
coherent, and professional manner. • Schedules and narrative are easy to understand

• Response addresses all required elements.
Communications are appropriate for • Identifies the intended purpose, recipient/user, and needs, and
intended recipient and/or users. adjusts tone and content based on these factors.

Analytical Skills

Demonstrates appropriate professional • Demonstrates understanding of the issues to be addressed.
judgment • Identifies situations in which it may be necessary to rely upon or

consult with third party specialists to reach a conclusion, and
evaluations information provided by third parties to ensure a
reliable work product and conclusion

• Professionally and appropriately analyses information
• Effectively uses case facts and personal analysis to consider each

potential reasonable alternative

• Provides a professional and comprehensive argument for a
particular solution, and recommends a well-reasoned, informed,
and logical solution or conclusion consistent with the argument

15



Practice Standards

Members must comply wilh and adhere to all Practice Standards, since they represent a minimum required standard
of care. It must be remembered, however, that compliance with Practice Standards is not necessarily compliance with
all obligations required of Members under the Code of Ethics and applicable law.

Failure to comply with the Practice Standards is a breach of a Member’s ethical obligations and the Institute can take
action considered appropriate by the Board of Directors.

Standard No. 110

ADDendix A to Standard No. 110

AoDendix B to Standard No. 110

Standard No. 120

Standard No. 130

Standard No. 210

Standard No. 220

Standard No. 230

Standard No. 310

Standard No. 320

Standard No. 330

Standard No. 410

AnpendixAto Standard No. 410

Standard No. 420

Standard No. 430

Standard No. 510

Standard No. 520

Standard No. 530

Standard No 610

Standard No. 620

Standard No. 630

Valuation Report Standards and Recommendations.

Valuation Reports Prepared for Purposes of Securities Legislation, Regulation or
Policies

Valuation for Financial Reporting

Valuation Reports — Scope of Work Standards and Recommendations

Valuation Reports — File Documentation Standards and Recommendations

Advisory Reports — Report Disclosure Standards and Recommendations

Advisory Reports — Scope of Work Standards and Recommendations

Advisory Reports — File Documentation Standards and Recommendations

Expert Reports — Report Disclosure Standards and Recommendations

Expert Reports — Scope of Work Standards and Recommendations

Expert Reports — File Documentation Standards and Recommendations

Limited Critique Reports — Reporting Standards and Recommendations

Labour Sponsored or Venture Capital Fund Valuation Reports Report Disclosure
Standards and Recommendations

Limited Critique Reports — Scope of Work Standards ard Recommendations

Limted Critique Reports — File Documentation Standards and Recommendations

Fairness Opinions — Disclosure Standards and Recommendations

Fairness Opinions — Scope of Work Standards and Recommendations

Fairness Opinions — File Documentation Standards and Recommendations

Investment Entity Review Report — Report Disclosure Standards and
Recommendations

Investment Entity Review Report — Scope of Work Standards and
Recommendations

Investment Entity Revew Report — File Documentation Standards and
Recommendations
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Standard No. 110
VALUATION REPORTS

Report Disclosure Standards and Recommendations

1. Chartered Business Valuators may be retained as independent experts to provide a
conclusion as to the value of shares, assets or an interest in a business. In these
circumstances, reports arising from such engagements are termed “Valuation Reports’.

2. A Valuation Report is defined as “any written communication containing a conclusion as
to the value of shares, assets or an interest in a business, prepared by a Valuator acting
independently.” A Valuation Report does not include work product that is in the process
of being completed that is provided to a client or knowledgeable third party in
circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (U) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Valuation Report; (iii) the Valuator knows, or
reasonably ought to know, that the intended reader(s) does not intend to rely on the work
product or distribute the work product to a third party who may in turn rely on such work
product; and (iv) the Valuator has a reasonable expectation at the time the work product
is provided that a Valuation Report will be completed and issued in due course.

3. In practice, there are three types of Valuation Reports. These Reports are not only
distinguished by the Valuator’s scope of review and the amount of disclosure provided,
but also by the level of assurance being provided in the conclusion, with a
Comprehensive Valuation Report providing the highest assurance and the Calculation
Valuation Report providing the lowest. The three types of Valuation Reports are generally
described as follows:

4. Comprehensive Valuation Report—a Comprehensive Valuation Report contains a
conclusion as to the value of shares, assets or an interest in a business that is based on
a comprehensive review and analysis of the business, its industry and all other relevant
factors, adequately corroborated and generally set out in a detailed Valuation Report.

5. Estimate Valuation Report—an Estimate Valuation Report contains a conclusion as to the
value of shares, assets or an interest in a business that is based on limited review,
analysis and corroboration of relevant information, and generally set out in a less
detailed Valuation Report.

6. Calculation Valuation Report—a Calculation Valuation Report contains a conclusion as to
the value of shares, assets or an interest in a business that is based on minimal review
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and analysis and little or no corroboration of relevant information, and generally set out

in a brief Valuation Report.

7. The type of Valuation Report required is a matter to be discussed and agreed on by the

Valuator and the client, and then reflected in the terms of engagement. In arriving at this
agreement, the Valuator and client should consider the purpose for which the Valuation

Report is being prepared. the availability of information on which to base a conclusion,

and the client’s need for assurance. The Valuator should also consider whether the type

of Valuation Report will be credible for the purpose intended, and ensure that any
conclusion expressed will not be misleading to a reader and is not dependent on any

assumptions known bythe Valuator to be false.

8. A summary of any type of Valuation Report shall be exempt from the following standards

and/or recommendations provided that the summary clearly refers to the original

Valuation Report.

9. At a minimum, all Valuation Reports shall contain the following information, which is set

out herein in bold characters. To the extent requirements differ for the three types of

Valuation Reports, the different requirements are specifically noted. “Recommendations”
are not mandatory, but encouraged. “Explanatory comments” provide additional

guidance in applying the specific provisions of the Standard.

10. Report Introduction

10.1 The Valuation Report shall have an introduction that includes the following information:

A. To whom the Valuation Report is being provided; (Explanatory comment: if not
readily apparent from the addressee, the name of the party who engaged the

Valuator should be disclosed)

B. A description of the shares, assets or interest in a business being valued;

C. The effective date of the valuation (the valuation date);

D. The date of the Valuation Report; (Explanatory comment: the Valuation Report

should be dated at the time when pertinent information was last obtained and
analyzed, including information obtained from discussions with management or

other parties)

E. The purpose for which the Valuation Report is being prepared; (Explanatory
comment: the Valuator may want to emphasize that the Valuation Report is
addressed to specific readers in specific circumstances, having specific needs
and/or knowledge)

F. The name of the firm responsible for preparing the Valuation Report, as well as

the name of the Valuator when the Valuation Report is prepared for litigation

purposes; (Explanatory comment: this information may be disclosed elsewhere
in the Valuation Report, such as in the letterhead and/or on the signature page)

G. The type of Valuation Report being provided (i.e. Comprehensive, Estimate or

Calculation Valuation Report);

H. A statement that the Valuation Report was prepared by the Valuator acting
independently and objectively; (Explanatory comment in circumstances where

a firm is responsible for preparing the Valuation Report, this statement is in
respect of the independence and objectivity of the person(s) who prepared the

Valuation Report and any assistants)
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A statement that the Valuators compensation is not contingent on an action or
event resulting from the use of the Valuation Report; and

J. A statement that the Valuation Report has been prepared in conformity with
the Practice Standards of The Canadian Institute of Chartered Business
Valuators.

11. Report Definitions

11.1 The Valuation Report shall contain definitions for the terms of value used, such as “fair
market value”, “market value”, “fair value’, or “adjusted net asset value”.
(Recommendation: unless self-evident, other terms and phrases having a technical
meaning should be defined or explained in the Valuation Report, including such terms as
“special purchaser”, “notional valuation”, “minority discount”, or “control premium”)

11.2 With respect to the definition of fair market value, the Valuation Report should indicate
the extent to which special purchasers were considered and the reasons why.
(Recommendation: the discussion may include the steps taken to investigate the
existence of special purchasers, the problems of quantifying the amount of net economic
value-added, and the degree to which special purchasers have influenced the conclusion)

12. Report Scope of Review

12.1 The Valuation Report shall contain a scope of review that clearly identifies the specific
information on which the Valuator relied to arrive at a conclusion. (Explanatory
comment: such information might consist of the documents reviewed, the individuals
interviewed, the facilities visited, other expert reports relied on, such as Valuation
Reports, management consulting studies, and appraisals, and management
representations obtained with respect to the information provided)

12.2 It is expected that the scope of review wHI be more comprehensive for a Comprehensive
Valuation Report and progressively less comprehensive for an Estimate Valuation Report
and a Calculation Valuation Report. It is a matter of professional judgement as to the
amount of review appropriate for the type of Valuation Report being provided.

12.3 For Estimate and Calculation Valuation Reports, the Valuator shall disclose that the
scope of review is inherently limited by the nature of the Valuation Report being
provided, and that the conclusion expressed may have been different had a
Comprehensive Valuation Report been provided.

12.4 Where the conclusion is qualified by a scope limitation, regardless of the type of
Valuation Report being provided, the limitation shall be explained, setting out the reasons
for the limitation. (Explanatory comment: to the extent that the scope of review has been
significantly restricted, or information provided is substantially incomplete, the Valuator
must determine if an unqualified conclusion can be provided)

13. Report Disclosure

13.1 The Valuation Report shall provide sufficient information to allow the reader to
understand how the Valuator arrived at the conclusion expressed. (Explanatory
comment: the amount of information included and the manner of disclosure is a matter
of professional judgment, based on the scope of review, the purpose for which the
Valuation Report is intended, and the type of Valuation Report being provided)

13.2 At a minimum, all Valuation Reports (i.e. Comprehensive, Estimate and Calculation
Valuation Reports) shall include the following information:
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A. The basis of valuation, as well as the approach and methods used, explaining
the rationale for using the going concern or liquidation basis and the reasons for
selecting a particular valuation approach (income, cost or market)
(Recommendation: the basic mechanics of the valuation methodologies used
should be outlined, and appropriate definitions should be provided as
necessary) (Explanatory comment: the amount of explanation and disclosure
would be minimal for a Calculation Valuation Report, and progressively more for
an Estimate and Comprehensive Valuation Report) and

B. A statement of the key assumptions made in arriving at the valuation
conclusion.

13.3 In addition to the minimum information required for all Valuation Reports as noted in
13.2, Comprehensive and Estimate Valuation Reports shall also include the following
information:

A. A description of the valuation calculations, explaining how the significant
components of the valuation calculations were developed, the rationale for each
component and the matters considered;

B. Where relevant to the valuation assignment, a full description of the classes of
shares and rights attached thereto, where interests other than common shares
have to be valued either directly or as part of the overall valuation;
(Recommendation: the details of any shareholder agreements, voting trust
agreements, or other contractual obligations affecting the shareholders should
be provided)

C. A summary of relevant financial information; (Explanatory comment: this would
comprise the most current balance sheet, as well as historic income/cash-flow
statement information leading up to the valuation date)

D. A description of the business being valued, sufficient for the reader to
understand the valuation basis and approach adopted, as well as the various
earnings/cash flow risk factors present; (Explanatory comment: this would
include a narrative description of the business activities, a brief history and a
discussion of factors influencing value) and

E. A reference to trading volumes and price ranges, in the case of publicly traded
securities.

13.4 In addition to 13.2 and 13.3, a Comprehensive Valuation Report shall include:

A. A description of the economic context and industry outlook bearing on the
shares, assets or interest in a business being valued, taking into account the
past and foreseeable future, as well as conditions at the valuation date.

14. Report Restrictions and Qualifications

14.1 All Valuation Reports shall disclose any restrictions that affect the Valuator’s conclusion,
as noted below:

A. A statement restricting the use of the Valuation Report by the persons for whom the
Report was prepared and only for the stated purpose;

B. A statement denying responsibility for losses resulting from any unauthorized or improper
use of the Valuation Report; and
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C. A statement giving the Valuator the right to make revisions and/or to further support the
conclusion under specified circumstances, such as when facts existing at the valuation
date become apparent to the Valuator after the Valuation Report is issued.

14.2 Comprehensive and Estimate Valuation Reports shall disclose any qualifications that
affect the Valuator’s conclusion. (Recommendation: Valuators should consider including
qualifications in Calculation Valuation Reports as well)

Conclusion

15.1 The Valuation Report shall contain a conclusion as to the value of the shares, assets, or
interest in a business being valued. (Recommendation: the conclusion should include a
reference to the type of Valuation Report being provided, the Valuator’s scope of review,
key assumptions relied upon, and any restrictions and/or qualifications in the Valuation
Report)

June 17, 2009

copyright 2009 © The Canadian Institute of chartered Business Valuators 5



—

THE CANADIAN INSTITUTE of

CHARTERED
BUSINESS
VALUATORS’S
—

Append ix A to Standard No. 110
VALUATION REPORTS PREPARED FOR PURPOSES OF SECURITIES
LEGISLATION, REGULATION OR POLICIES

Introduction

1. The objective of Appendix A is to set out the disclosure standards pertaining to valuation
reports (‘Valuation Reports’) that are prepared for the purposes of securities legislation,
regulations or policies in the context of non-arm’s length transactions (collectively
“Securities Regulation or Policies’). Securities Regulation or Policies include, without
limitation, Multilateral Instrument 61-101 Protection of Minority Security Holders in
Special Transactions and Companion Policy 61-101 CP issued by the Ontario Securities
Commission and Autorité des marches financiers.

2. While it is not required that sufficient information be provided to enable the reader to
perform his or her own independent valuation, a Valuation Report should contain
sufficient narrative and schedules to support the valuation conclusion for the purposes at
hand. The source of any fact which is material to the valuation conclusion must be clearly
stated, including sufficient detafts so that the significance of the fact can be reasonably
assessed by the reader of the Valuation Report. Adequate disclosure will usually include
a comparison of valuation calculations and conclusions arrived at through different
methods, a discussion of the rationale for accepting or rejecting each methodology and
the relative importance or weighting of relevant methodologies in arriving at a final
valuation conclusion. A summary of a Valuation Report will be sufficient only if it provides
a sufficiently detailed review of all material factors contained in the Valuation Report so
that the reader can form a reasoned judgment of the key assumptions, principal
underlying judgments and principal underlying reasoning of the Valuator in arriving at the
valuation conclusion expressed in the Valuation Report.

3. The Valuator should also refer to the appropriate Securities Regulation or Policies
concerning giving consent for the filing of the Valuation Report and to the inclusion of the
Valuation Report or its summary in the disclosure document for the transaction for which
the Valuation Report was prepared.

4. A greater level of disclosure is generally required in valuations pursuant to Securities
Regulation or Policies than in other circumstances and/or for other purposes.
Accordingly, while Practice Standard No. 110 applies to all Valuation Reports, Appendix A
applies only to Valuation Reports prepared for the purposes of Securities Regulation or
Policies. In addition to the Practice Standards set out in this Appendix, Valuation Reports
prepared for the purposes of Securities Regulation or Policies shall adhere to all other
relevant Practice Standards. The disclosure items set out herein are not necessarily
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exclusive to Valuation Reports to which this Appendix A applies. These may or may not be

appropriate in other circumstances.

General

5. This Appendix A should not be viewed as an all-inclusive list of required disclosure but

rather as a guideline for minimum acceptable disclosure. Where sub-lists of information

are provided, they should be viewed as examples of the type and level of information that

should be disclosed. There will be situations where certain items listed are not applicable

or where other items that are not listed should be disclosed. The Valuator should

consider the level of disclosure described herein when considering the appropriate level

of disclosure in a Valuation Report concerning matters or valuation methodologies not

addressed herein but that are important in reaching a valuation conclusion, The Valuator

should also refer to the relevant Securities Regulations or Policies for disclosure required

in certain specific circumstances.

6. The disclosure requirements in Appendix A are not a substitute for the professional

judgment and responsibility of the Valuator. For instance, the Valuators professional
judgment is required in situations where the disclosure of certain commercially sensitive

information might be viewed as potentially detrimental to the issuer or its security
holders. In such circumstances, the Valuator shall determine whether the perceived

detriment to the issuer or its security holders of the disclosure of such information

outweighs the benefit of disclosure of such information to the readers of the Valuation

Report.

Independence and Qualifications

7. A Valuation Report should disclose (i) that the assessment of the independence and

objectivity of the Valuator is consistent with the independence requirements of the

relevant Securities Regulation or Policies and (ii) any information regarding the

independence and qualifications of the Valuator as required by such Securities

Regulation or Policies.

8. For purposes of this section, a reference to the Valuator includes his/her firm,

partnership or corporation.

Fundamental Financial Information

9. The disclosure requirements set out in this section should be applied to each segment of

a business that the Valuator considers and values separately in arriving at an overall

valuation conclusion.

10. The Valuation Report should contain the following fundamental financial information:

a) Historical Financial Information: Unless disclosed in the document prepared in

connection with the transaction to which the Valuation Report applies, or unless

otherwise made available to security holders, the historical financial information
should include:

i) Annual Financial Information: comparative summaries for the most
recent five years (and longer if the business cycle warrants), if available,
of:

— income statements (setting out at least: sales, gross profit, major
expense items, operating profit or earnings before interest and
taxes, interest/financing expenses, earnings before income
taxes, income taxes and net income);
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— cash flow statements (setting out at least: earnings from
operations, depreciation, amortization and depletion, deferred
taxes, other major deferred charges, major deferred revenues,
debt borrowings and repayments, equity issues, other capital
transactions and dividends);

— balance sheets (setting out at least: cash and marketable
securities, other current assets, fixed assets including
accumulated depreciation, intangible assets, short-term debt,
current portion of long-term debt, other current liabilities, long-
term debt, deferred taxes, preferred equity and common equity);

— key financial statement ratios and metrics; and
— key operational statistics such as those commonly provided in

Annual Reports for public companies in the relevant industries;

U) Interim Financial Information: comparative summaries on as similar a
basis as possible to that set out in (i) above of operating results and the
financial position for and as at the end of the most recent interim period
for which information is available; this information should be provided
on a comparative basis to the same interim period for the prior year.

b) Future-Oriented Financial Information: future-oriented financial information
including the following, unless the Valuator has not used such information in
preparing the valuation, in which case a statement to this effect and the
Valuator’s reasons for this should be included in the Valuation Report:

i) Budget: a summary of the management prepared budget for the current
year, to the extent such information is available, on as similar a basis as
possible to that set out in a) (i) above; and

U) Forecast/Projection: a summary of the financial forecasts or projections
used by the Valuator to the extent such information is available, on as
similar a basis as possible to that set out in a) (i) above. Major
differences from assumptions used by management in preparing its
forecasts and projections should be identified and discussed.

c) Empirical Evidence: empirical evidence underlying and supporting key financial
assumptions, judgments, and calculations, such as:

i) Comparable Company Trading Information: a discussion of comparable
trading information for publicly traded securities the Valuator considers
to be relevant and that the Valuator uses in arriving at the valuation
conclusion; where comparable company trading information used,
disclosure should include at least the following (preferably in tabular
form):

— date(s) of the actual market price data;
— a brief descriptive note regarding the comparable securities; and
— the particular information used (such as earnings/EBIT/

EBITDA/cash flow/book value multiples, yields, etc.).

ii) Comparable Transactional Information: a discussion of and valuation
statistics from comparable transactions involving businesses the
Valuator considers to be relevant and uses in arriving at the valuation
conclusion; the disclosure on such precedent transactions should
include at least the following (preferably in tabular form):
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— date(s) of transaction(s);

— a brief descriptive note regarding the comparable transaction;

and
— the relevant multiples implicit in the transaction (such as

earnings/EBIT/EBITDA/cash flow/book value multiples), including

takeover premium percentages

Ui) Discount Pates, Multiples and Capitalization Rates: a discussion of
relevant quantitative data used to calculate discount rates, multiples
and/or capitalization rates; where comparable companies and
transactions have been used this should also include information
described in c) (i) and (U) above;

iv) Commodity Prices: the source and details of commodity pricing
assumptions used in budgets, forecasts and projections (e.g. metal

prices, timber prices, oil and gas prices, etc.) with reference to actual

current prices and third-party commodity price forecasts the Valuator
considered in arriving at the inputs used in the valuation; and

v) Economic Assumptions: key economic assumptions used by the

Valuator as inputs into the valuation (such as GDP growth, interest
rates, exchange rates, etc.).

Valuation Calculations

11. The Valuation Report should clearly set out the basis of the valuation computation for

each of the valuation methodologies adopted by the Valuator and separately disclose

other factors (such as redundancies) in sufficient detail to assess the impact on the

overall valuation conclusion. In this regard, the following disclosure guidelines should be

followed by the Valuator in preparingthe Valuation Report:

a) Capitalized Earnings/Cash Flow Approach

i) Unadjusted Earnings/Cash Flow: the reported historical and future-
oriented earnings/cash flow for each of the years reviewed by the
Valuator;

ii) Normalization Adjustments: all significant normalization adjustments,

on an annual or interim basis, made by the Valuator; normalization
adjustments may include, but are not limited to:

— non-recurring revenue and expense items (such as start-up

costs);
— restructuring charges or special revenues;

— earnings/losses from discontinued operations;

— adjustments related to changing interest rates or exchange

rates;
— expenses that are not expected to continue in the future or,

conversely, that would be required in the future; and
— adjustments relating to redundant assets that the Valuator

considered separately;

iii) Tax Calculations: income tax calculations including:

— the determination of the tax rate applied to the business;

— the impact of tax credits and other deductions; and
— the calculation of tax shield where appropriate;
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iv) Financing Costs: interest expense and other financing costs, including
the calculation thereof (e.g. rates, amounts, etc.) if not actual reported
amounts;

v) Sustaining Capital Reinvestments: sustaining capital reinvestment and
the Valuator’s underlying supporting calculations and rationale;

vi) Cash Flow Items: significant cash flow items such as depreciation,
amortization, depletion and deferred taxes;

vii) Discount Rates, Multiples and Capitalization Rates: a discussion of all
relevant qualitative judgments used to calculate discount rates,
multiples and capitalization rates; calculations and rationale underlying
the capitalization rates selected by the Valuator; where comparable
company trading or comparable transaction information is used, those
companies or transactions considered most relevant by the Valuator
should be specifically identified and information supporting their
comparability disclosed (such as their financial size, profitability, relative
growth prospects, financial leverage, nature of operations, etc.); if the
Capital Asset Pricing Model is used, disclosure should include the risk-
free rate, market risk premium, beta, growth rates and debt/equity
structure assumed as well as market benchmark rates of return, betas
of comparable companies and debt/equity ratios of comparable
companies the Valuator considered in arriving at the inputs used in the
valuation.

vUi) Sustainable Earnings/Cash Flow: calculations (such as averaging,
selected average or weighted averaging) used by the Valuator in
determining sustainable earnings/cash flow to be capitalized and the
rationale supporting the calculations; and

ix) Summary Calculations: a summary of the overall valuation calculations
that sets out at least the sustainable earnings/cash flow to be
capitalized, capitalization rates, capitalized values, the tax shield where
appropriate, the addition of redundant asset value where applicable
and the value result.

b) Discounted Cash Flow Approach
When the discounted cash flow approach is used, in addition to applicable items
being disclosed as set out elsewhere herein, the Valuation Report should
contain the following valuation calculation information:

i) Forecast Assumptions: key financial assumptions (such as sales growth
rates, major expense reductions / increases, interest rates, tax rates,
depreciation rates, etc.) and supporting rationale; major differences
from assumptions used by management in preparing its forecast or
projection should be identified and discussed;

ii) ForeGast Cash Flows: for each forecast year, the following information,
as applicable:

— revenues;
— operating profit;
— interest expense;
— depreciation, amortization and depletion;
— current income taxes;
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— capital expenditures (reinvestment and, separately, expansionary);
— changes in working capital;
— cash flow;
— additional borrowings and/or other financings;
— loan repayments, if discounting leveraged cash flows; and
— lease payments, if discounting leveraged cash flows;

hi) Terminal/Residual Value: the rationale for determination of the
terminal/residual value along with all relevant calculations and
significant assumptions. If alternative methods were considered to be
relevant, their calculations should be disclosed and the restilts
compared. Where capitalization of earnings or cash flow is used, the
amount to be capitalized should be separately disclosed in the forecast
and the rationale and underlying empirical support for the capitalization
rate (including the assumed growth rate) should be disclosed as
described in 11 a) vii) above;

iv) Discount Rates, Multiples and Capitalization Rates: as described in 11
a) vU) above;

v) Sensitivity Analysis: a summary of the effect on discounted cash flow
results from varying key assumptions, (such as the discount rate,
commodity pricing and/or major operating assumptions); and

vi) Summary Calculations: a summary of the overall valuation calculations
showing the discount rate(s), net present value of cash flows
discounted, net present value of the terminal value and the value of
redundant assets where applicable.

c) Asset Based Approaches
When asset based approaches are used, in addition to applicable items being
disclosed as set out elsewhere herein, the Valuation Report should contain the
following information:

i) Fair Market Value of Assets and Liabilities: where a going concern
assumption is appropriate, the fair market value method of valuation
and valuation calculations for each significant asset and liability
(tangible, intangible and off-balance sheet) together with comparisons
to their net book values;

U) Liquidation-Based Value of Assets and Liabilities: where a liquidation-
based valuation approach is appropriate, the liquidation values for each
significant asset and liability together with all significant liquidation
costs, all relevant assumptions and supporting data (e.g. selling or
auction commissions, legal fees, administrative costs and operating
losses, severance and vacation pay, tax costs of realization of assets,
tax costs to the corporation of distribution of net assets to shareholders,
time value of money, etc.);

Hi) Summary: a summary of the overall valuation calculations.

d) Redundant Assets
Each significant redundant asset should be separately identified with the
rationale in support of its identification. Both the method of valuing the
redundant asset as well as the valuation calculations should be disclosed as set
out elsewhere herein. The financial impact, if any, on historical and projected
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income and cash flow statements should be disclosed. As relevant, the following
type of information supporting the calculation of value should be disclosed:

— appraisal values, appraisal dates, and names of appraisers;
— estimated costs of disposition, if any;
— tax calculations (e.g. tax rates, capital gains, tax shield, etc.);
— interest rates; and
— financial ratios (such as current ratio; debt/equity ratios; etc.) used to

determine excess or redundant leverage.

e) Other Approaches
Where other valuation methodologies are used, the Valuation Report should set
out the rationale for using the methodologies and should contain a level of
financial disclosure of such methodologies, including supporting empirical
evidence, consistent with the level of financial disclosure set out herein.

F Prior Bona Fide Offers, Prior Valuations or Other Expert Reports
Where prior bona tide offers or transactions involving the Company’s securities,
prior valuations or other material expert reports were considered by the Valuator
in connection with the Valuation Report, a discussion by the Valuator should be
included regarding their relevance. Where the Valuation Report differs materially
from any such prior valuation, an explanation of the material differences should
be included if reasonably practical to do so.

g) Distinctive Material Benefit
The Valuation Report shall disclose any distinctive material benefit that might
accrue to an interested party (as defined by the applicable Securities Regulation
or Policies) as a consequence of the transaction and whether such benefit is
reflected in the valuation conclusion.

h) Valuation Conclusions
The valuation ranges developed by the different methodologies used should be
compared and discussed. The Valuator may choose to arrive at the overall
conclusion of value based on a single valuation method, or some synthesis of
the value conclusions determined under different methodologies. The Valuator
should reconcile the results of different methodologies and discuss the
reasoning in support of the final valuation conclusion.

June 17, 2009
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Append ix B to Standard No. 110
VALUATION FOR FINANCIAL REPORTING (“VFR”)

Introduction

1. The objective of Appendix B is to set out the disclosure standards pertaining to valuation
reports prepared pursuant to financial accounting standards for purposes of financial
reporting (“VFR Valuation Reports”). For example, Chartered Business Valuators may be
engaged to assist management of a reporting entity in determining the fair value of
assets, liabilities and/or equity for financial reporting requirements. The values so
determined may be reviewed and/or tested as part of an assurance engagement and
may also be subject to review by various regulatory authorities.

2. This Appendix B to Practice Standard No. 110 applies to a Valuation Report that contains
a conclusion as to value in respect of any asset, liability and/or equity and that is
prepared for financial reporting purposes. In addition to the Practice Standards set out in
this Appendix B to Practice Standard No. 110, VFR Valuation Reports must adhere to all
other relevant Practice Standards,

3. VFR Valuation Reports are to be prepared in accordance with the applicable financial
accounting standards and financial statement requirements. If the applicable financial
accounting standards are in conflict with accepted valuation practice and/or methods,
the applicable financial accounting standards should prevail in VFR engagements.
Accordingly, Valuators undertaking VFR engagements should have an understanding of
the accounting concepts and principles underlying the relevant financial accounting
standards.

4. While it is not required that sufficient information be disclosed to enable the reader to
perform his or her own independent valuation, a VFR Valuation Report should contain
sufficient information including, narrative explanations, details of calculations and
schedules to allow a reader to understand how the Valuator arrived at the conclusions
expressed in the VFR Valuation Report. These disclosures should be consistent with the
needs of the intended users of the VFR Valuation Report. Full disclosure of all relevant
matters is fundamental to the disclosure standards pertainingto VFR Valuation Reports.

5. This Appendix B clarifies, complements and expands the report disclosure standards that
are appropriate to VFR Valuation Reports, and is not intended to replace relevant
financial accounting standards and/or requirements or the report disclosure standards
and recommendations for Valuation Reports as set out in Practice Standard No. 110.
Accordingly, while Practice Standard No. 110 applies to all Valuation Reports, Appendix B
applies only to Valuation Reports prepared for the purposes of a VFR engagement.
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General

6. The following is the test of overall disclosure adequacy that should be applied to VFR

Valuation Reports to which this Appendix B applies:

Disclosure should be sufficient to allow a reader to understand the basis of
the valuation and to form a reasoned view on the conclusions reached.

7, This Appendix B should not be viewed as an all-inclusive list of required disclosures, but

rather, as a guideline for the Valuator in exercising professional judgment to determine

acceptable levels of disclosure. Where sub-lists of information are provided, they should

be viewed as examples of the type and level of information that should be disclosed.

There will be situations where certain items listed are not applicable and/or where other

items that are not listed should be disclosed. The Valuator should consider the level of

disclosure described herein when considering the appropriate level of disclosure in a VFR

Valuation Report concerning matters not addressed in this Appendix B, but which may be

important and/or relevant to the valuation conclusion.

8. The Practice Standards set out in this Appendix B relate to report disclosure

requirements and do not relate to matters concerning financial accounting treatment or

financial statement disclosure requirements.

9. This Appendix B is organized to review (i) the fundamental report disclosure standards

that are common to all VFR engagements; and, (ii) the report disclosure standards that

are specific to particular types of VFR engagements.

Fundamental Information

10. In addition to the requirements of Practice Standard No. 110, all VFR Valuation Reports

shall, as a minimum, disclose the following information:

a) A statement that the VFR Valuation Report has been prepared for financial

reporting purposes;

b) Identification and description of the particular assets, liabilities and/or equity

that are the subject of the VFR Valuation Report;

c) The specific parties that are the intended users of the VFR Valuation Report;

d) A statement restricting the use of the VFR Valuation Report to the persons for

whom the VFR Valuation Report was prepared, and only for the stated purpose;

e) Identification and description of the primary financial accounting standards

pursuant to which the VFR Valuation Report was prepared;

f) Definition of value used (Recommendation: a statement that the definition of

value used may not be equivalent to other definitions of value as commonly

used in other business valuation situations);

g) The effective date of the valuation;

h) The type of VFR Valuation Report being provided (i.e., Comprehensive, Estimate

or Calculation Valuation Report); and,

i) Identification of the key facts and/or assumptions made in arriving at the

valuation conclusions. including information as to their source or basis to the

extent possible.

.
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Business Combinations and the Valuation of Intangibles

11. Purchase price allocations and valuation of tangible and intangible assets are typically
required to be performed in circumstances such as: (i) an arm’s length acquisition; (ii)
fresh-start” accounting following a restructuring; and (Hi) as part of an impairment test
analysis.

12. VFR Valuation Reports prepared in the context of purchase price allocations generally
provide a conclusion of fair value of acquired tangible and/or intangible assets and/or
liabilities assumed. In relation to “fresh start” accounting, impairment test analysis, and
in other circumstances, VFR Valuation Reports may provide a conclusion as to the value
of assets or liabilities. In addition to the required disclosure of fundamental information,
VFR Valuation Reports shall disclose relevant information such as:

a) Identity of the acquiring entity;

b) The effective date for measurement;

c) Nature and amount of purchase consideration. Where the Valuator has valued
the purchase consideration, the basis of the valuation as well as approach and
methods used, and key assumptions employed should be disclosed;

d) If the Valuator was involved in identification of the assets acquired and/or
liabilities assumed (Recommendation: the Valuator may consider disclosing the
basis for the identification thereof);

e) Key terms and phrases having a technical meaning should be defined or
explained;

f) Valuation method(s) and reasons such method was selected; and,

g) Significant or key assumptions made and the basis for selecting such assumption in
the analysis of value of the assets acquired and/or liabilities assumed. Such
assumptions would include, but are not limited to, the following (if relevant): (i)
assumptions regarding economic life; (H) assumptions regarding customer attrition;
(Hi) assumptions regarding technological change and migration; (iv) assumptions
regarding contract renewal; (v) assumptions made to determine tax amortization
benefits in respect of tangible and/or intangible assets; (vi) ‘market-participant”
assumptions and/or “buyer-specific” assumptions and related adjustments,
analysis and/or impact on the valuation analysis; (vii) assumptions regarding
contributory asset charges; (viii) assumptions affecting discount rates; and (ix)
assumptions regarding royalty rates.

Impairment of Goodwill and Intangible Assets

13. For financial reporting purposes, the accounting value (generally referred in accounting
literature as carrying value or net book value) of goodwill and intangible assets is typically
tested for impairment annually, or at other intervals required by the applicable financial
accounting standards. VFR Valuation Reports prepared in the context of impairment
testing generally provide a conclusion of fair value of reporting units and/or intangible
assets. In addition to the required disclosure of fundamental information, VFR Valuation
Reports shall disclose relevant information such as:

a) Reporting unit(s) and/or assets which are the subject of the VFR Valuation
Report;

b) The impairmenttest date;
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c) Carrying value of the asset(s) and/or reporting unit(s);

d) Definition or explanation of valuation and other terms and/or phrases having a
technical meaning;

e) Valuation method(s) and reasons such method was selected;

f) Significant and/or key assumptions made and the basis for such assumptions in

the analysis of the value of the reporting unit(s) and/or identifiable intangible

assets. Such assumptions would include, but are not necessarily limited to, (if

relevant): (i) assumptions regarding economic life; (U) assumptions regarding
customer retention or attrition; (Ui) assumptions regarding technological change
and migration; (iv) assumptions regarding contract renewal; (v) assumptions
made to determine tax amortization benefits in respect of tangible and/or

intangible assets; (vi) market-participant” assumptions and/or ‘buyer-specific”
assumptions and related adjustments, analysis and/or impact on the valuation

analysis; and, (vU) assumptions regarding contributory asset charges;

g) If applicable, an analysis of the aggregate value of the reporting unit(s) and/or

discount/premium to market capitalization; and

h) Where assets are grouped for the purposes of performing an impairment test,

when determining value or when assessing the amount of impairment, the basis

upon which assets are grouped should be disclosed.

February 26, 2010

.
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Standard No. 120
VALUATION REPORTS

Scope of Work Standards and Recommendations

1. A Valuation Report is defined as any written communication containing a conclusion as
to the value of shares, assets or an interest in a business, prepared by a Valuator acting
independently.” A Valuation Report does not include work product that is in the process
of being Completed that is provided to a client or knowledgeable third party in
circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (ii) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Valuation Report; (iii) the Valuator knows, or
reasonably ought to know, that the intended reader(s) does not intend to rely on the work
product or distribute the work product to a third party who may in turn rely on such work
product; and (iv) the Valuator has a reasonable expectation at the time the work product
is provided that a Valuation Report will be completed and issued in due course.

2. At a minimum, for all Valuation Reports the following procedures set out in bold
characters must be performed. “Recommendations’ are not mandatory, but encouraged.
ExpIanatory comments” provide additional guidance in applying the specific provisions
of the Standard.

3. General Standards

3.1 The following General Standards apply to all three types of Valuation Reports (i.e.
Comprehensive, Estimate and Calculation Valuation Reports):

A. The Valuator shall obtain clear instructions from the person requesting the
valuation, including the type of Valuation Report required. (Recommendation:
the Valuator should assess the necessity of obtaining an engagement letter in
each circumstance and, if no engagement letter is obtained, consider
documenting the nature of the instructions received from the person requesting
the valuation, including the type of Valuation Report required.)

B. The work shall be performed by a person or persons having adequate technical
training and proficiency in financial analysis and/or business valuation
concepts, principles and techniques, with due care and with an objective state
of mind.

C. The work shall be adequately planned and properly executed. If assistants are
employed, they shall be properly supervised.
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0. Sufficient evidence shall be gathered by such means as inspection, inquiry,

computation and analysis to ensure that the Valuation Report and the
conclusion contained therein are properly supported. When determining the

extent of evidence necessary to support the Valuation Report, Valuators shall

exercise professional judgment, considering the nature of the valuation, the

type of Valuation Report being provided (i.e. Comprehensive, Estimate or
Calculation Valuation Report) and the use to which the Valuation Report will be

put. (Explanatory comments: it is expected that the scope of review will be more
comprehensive for a Comprehensive Valuation Report and progressively less

comprehensive for an Estimate Valuation Report and a Calculation Valuation
Report. It is a matter of professional judgment as to the amount of review

appropriate for the type of Valuation Report being provided.)

E. The Valuator shall perform the work in accordance with the Practice Standards

and Code of Ethics of the Canadian Institute of Chartered Business Valuators.

F. When access to essential information is denied by the client or some other

party, or is otherwise unavailable to the Valuator, any conclusion expressed by
the Valuator in respect of such valuation shall be qualified and the limitation(s)
on the scope of work clearly set out in the Valuation Report.

4. Specific Standards

4.1 The following Specific Standards apply to Comprehensive and Estimate Valuation

Reports: (Recommendation: Valuators should consider applying the Specific Standards to
Calculation Valuation Reports.)

A. When planning the extent of the scope of work for a particular engagement,
the Valuator shall obtain:

i) Sufficient understanding of the subject of the valuation; (Explanatory
comment: depending on the type of Valuation Report being provided,
the Valuator should obtain and review material documentation,
including agreements, contracts, letters of understanding, letters of
intent and correspondence, which bear on the subject of the valuation)

ii) Sufficient understanding of the underlying business operations;

iii) Sufficient financial information relating to past results, future
prospects and present financial position; (Recommendation: depending
on the type of Valuation Report being provided, the information to be
obtained and analyzed will include prior years’ operating results and
cash flows, a current balance sheet, and future oriented financial
information such as budgets, forecasts and projections)

iv) Sufficient understanding of the relevant industry(s) in which the
underlying business operates; (Recommendation: depending on the
nature of the mandate and on the type of Valuation Report being
provided, this analysis might consider the following:

— critical success factors;
— competitors and their respective market shares;

— industry regulations;
— new developments;
— environmental issues;
— tradingvolumes and price ranges of publicly traded shares; and
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— comparable market transactions) and
v) Sufficient information relating to the general economic conditions

affecting the underlying business operations. (Explanatory comment:
such information might normally consist of selected rates of return,
inflation rates and other general economic indicators)

B. In performing the business valuation, the Valuator shall determine the
appropriate valuation basis and approach to be employed. (Explanatory
comment: the valuation basis refers to going concern or liquidation, whereas
the “valuation approach” refers to income (earnings or cash flow methods), cost
(adjusted net book value method) and market (comparable transactions
method).)

C. The Valuator shall consider key valuation components and assumptions.
(Explanatory comment: the key valuation components might include the
following:

— normalizing adjustments;
— capitalization rates;
— income tax issues;
— redundancy;
— minority and other discounts; and
— special purchasers.)

D. The Valuator shall consider the necessity of relying upon the work of a
specialist, for example real estate appraisers, engineers, or equipment
appraisers. (Recommendation: if it is deemed appropriate to request the
assistance of a specialist, the Valuator should obtain reasonable assurance
concerning the specialist’s reputation for competence and degree of
independence.) (Explanatory comment: the appropriateness and
reasonableness of the assumptions and methods used by the specialist are the
responsibility of the specialist. Ordinarily, the Valuator may accept the
specialist’s judgment and work in this regard unless the report of the specialist,
the Valuator’s communication with the specialist, or the Valuator’s knowledge of
the business being valued, lead the Valuator to believe that the specialist’s
assumptions or methods are unreasonable in the circumstances.)

E. The Valuator shall determine the necessity of obtaining client representations
in writing and, if possible, management representations from management or
other representatives of the underlying business. (Recommendation: such
representations may be in letter format, and would normally include a general
representation that the client/management:

— has reviewed a draft copy of the Valuation Report;
— is satisfied with the valuation concepts and approaches adopted; and
— does not have any information or knowledge which would reasonably be

expected to materially affect the conclusion noted in the Valuation
Report.)

October 7, 2010
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Standard No. 130
VALUATION REPORTS

File Documentation Standards and Recommendations

1. A Valuation Report is defined as any written communication containing a conclusion as
to the value of shares, assets or an interest in a business! prepared by a Valuator acting
independently.” A Valuation Report does not include work product that is in the process
of being completed that is provided to a client or knowledgeable third party in
circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (U) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Valuation Report; (Hi) the Valuator knows, or
reasonably ought to know, that the intended reader(s) does not intend to rely on the work
product or distribute the work product to a third party who may in turn rely on such work
product; and (iv) the Valuator has a reasonable expectation at the time the work product
is provided that a Valuation Report will be completed and issued in due course.

2. At a minimum, file documentation for a Valuation Report shall consist of the following
items set out in bold characters. Recommendations” are not mandatory, but
encouraged. “Exp/anatory comments” provide additional guidance in applying the specific
provisions of the Standard.

3. The following General and Specific Standards apply to all three types of Valuation
Reports (i.e. Comprehensive, Estimate and Calculation Valuation Reports), unless
otherwise indicated.

4. General Standards

A. Work performed in the course of a valuation engagement shall be documented
and files must be maintained in an organized manner.

B. The form and extent of working papers shall suit the circumstances and needs
of the engagement for which they are prepared and take into consideration the
type of Valuation Report required.

C. All documents and working papers evidencing the nature and extent of work
performed shall be retained for a reasonable time following completion of the
engagement.

D. The identities of the individual(s) performing the valuation engagement shall
be documented.
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5. Specific Standards

A. A copy of the final issued Valuation Report shall be retained on file.

B. When the Valuator has determined that an engagement letter is required, the

engagement letter shall be retained on file. When no engagement letter has

been received, the Valuator’s file shall contain a summary of the nature and

purpose of the mandate, including the nature of the instructions received from

the person requesting the valuation and the type of Valuation Report required.

C. Summaries of key meetings, discussions and correspondence shall be retained

on file.

D. The Valuator shall either retain on file, or have access to, information upon

which he or she relied in conducting the engagement. (Recommendation:

provided they are relevant to the conclusion, the following documents should

normally be retained on file, or be summarized with the resulting summaries

retained on file:

— any information that provides the Valuator with an understanding of the

subject of the valuation and its underlying business operations, such as

articles of incorporation, minutes, product information, resumes

pertaining to management experience and qualifications, material

agreements, and reports or studies on environmental issues;

— financial statements or a summary of historical operating results and

financial position of the underlying business;

— future oriented financial information, such as financial projections,

forecasts, and budgets, if available;
— information regarding the industry analysis performed, such as industry

or trade publications, regulations, stock exchange listings, and

comparable market transactions; and
— information regardingthe general economic review performed.)

E. With respect to Comprehensive and Estimate Valuation Reports, the valuation

approach and techniques selected shall be documented, along with the

reasoning for selection. Key valuation components considered and valuation

assumptions made shall also be documented. A copy of the valuation

calculations, including all necessary explanations and supporting documentation,

shall be retained on file. (Explanatory comment: this documentation standard will

be met if this information is included in the Valuation Report itself.)

F. Where the work of a specialist is relied upon, the conclusions arrived at by the

specialist shall be documented, and when a written report prepared by the

specialist is obtained, a copy thereof shall be retained on file.

0. When the Valuator has determined that a client representations letter and/or a

management representations letter is necessary, this (these) letter(s) shall be

retained on file. When the representations letter(s) indicates that the client or

management relied on a draft copy of the Valuation Report in order to make its

representations, this draft copy shall be retained on file. When no

representations letter has been received, the Valuator’s file shall indicate why

no such letter was obtained.

Junel7,2009
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Standard No. 210
ADVISORY REPORTS

Report Disclosure Standards and Recommendations

1. Chartered Business Valuators may be retained as experts to provide advice to clients in
situations where they are imt engaged to render an independent Comprehensive Report,
Estimate Report, Calculation Report of value, an Expert Report or a Limited Critique
Report. In these circumstances, the Valuator/Expert is considered to be acting as an
advisor to his/her client(s) and hence reports arising from such engagements are termed
“Advisory Reports”.

2. An Advisory Report is defined as “any written communication containing (a) a conclusion
as to the value of shares, assets, an interest in a business or a conclusion as to the
quantum of financial gain/loss or any conclusion of a financial nature in the context of
litigation or a dispute, or (b) comments on a report containing a conclusion on such
matters, prepared by a Valuator/Expert who has not been engaged to act
independently.” An Advisory Report does not include work product that is in the process
of being completed that is provided to a client or knowledgeable third party in
circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (U) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Advisory Report; (Ui) the Valuator/Expert knows, or
reasonably ought to know, that the intended reader(s) does not intend to rely on the work
product or distribute the work product to a third party who may in turn rely on such work
product; and (iv) the Valuator/Expert has a reasonable expectation at the time the work
product is provided that an Advisory Report will be completed and issued in due course.

3. At a minimum, all Advisory Reports shall contain the following information, which is set
out herein in bold characters.

4. For Advisory Reports where the Valuator/Expert has or should have a reasonable
expectation that the report may become available to any party other than the
addressee, the report shall contain a clear statement that the Valuator/Expert is acting
in an advisory capacity and has not been engaged to prepare an independent
Comprehensive Valuation Report, an independent Estimate Valuation Report or an
independent Calculation Valuation Report, an independent Expert Report or an
independent Limited Critique Report, as the case may be.

5. For Advisory Reports that, but for the fact that the Valuator is not acting independently,
would otherwise be considered “Valuation Reports”, the applicable report disclosure
standards for Valuation Reports (Standard #110) shall be followed.
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6. For Advisory Reports that, but for the fact the Expert is not acting independently, would

otherwise be considered ‘Expert Reports”, the applicable report disclosure standards for

Expert Reports (Standard #310) shall be followed.

7. For Advisory Reports that, but for the fact the Valuator/Expert is not acting

independently, would otherwise be considered limited Critique Reports”, the

applicable report disclosure standards for Limited Critique Reports (Standard #410)

shall be followed.

October 7, 2010

.
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Standard No. 220
ADVISORY REPORTS

Scope of Work Standards and Recommendations

1. An Advisory Report is defined as any written communication containing (a) a conclusion
as to the value of shares, assets, an interest in a business or a conclusion as to the
quantum of financial gain/loss or any conclusion of a financial nature in the context of
litigation or a dispute, or (b) comments on a report containing a conclusion on such
matters, prepared by a Valuator/Expert who has not been engaged to act
independently.” An Advisory Report does not include work product that is in the process
of being completed that is provided to a client or knowledgeable third party in
circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (H) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Advisory Report; (iii) the Valuator/Expert knows, or
reasonably ought to know, that the intended reader(s) does not intend to rely on the work
product or distribute the work product to a third party who may in turn rely on such work
product; and (iv) the Valuator/Expert has a reasonable expectation at the time the work
product is provided that an Advisory Report will be completed and issued in due course.

2. For Advisory Reports that, but for the fact that the Valuator is not acting independently,
would otherwise be considered “Valuation Reports”, the applicable scope of work
standards for Valuation Reports (Standard #i20) shall be followed.

3. For Advisory Reports that, but for the fact the Expert is not acting independently, would
otherwise be considered “Expert Reports’, the applicable scope of work standards for
Expert Reports (Standard #320) shall be followed.

4. For Advisory Reports that, but for the fact the Valuator/Expert is not acting
independently, would otherwise be considered limited Critique Report?, the
applicable scope of work standards for Limited Critique Reports (Standard #420) shall
be followed.

October 7, 2010
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Standard No. 230
ADVISORY REPORTS

File Documentation Standards and Recommendations

1. An Advisory Report is defined as any written communication containing (a) a conclusion
as to the value of shares, assets, an interest in a business or a conclusion as to the
quantum of financial gain/loss or any conclusion of a financial nature in the context of
litigation or a dispute, or (b) comments on a report containing a conclusion on such
matters, prepared by a Valuator/Expert who has nct been engaged to act
independently.” An Advisory Report does not include work product that is in the process
of being completed that is provided to a client or knowledgeable third party in
circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (H) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Advisory Report; (iii) the Valuator/Expert knows, or
reasonably ought to know, that the intended reader(s) does not intend to rely on the work
product or distribute the work product to a third party who may in turn rely on such work
product; and (iv) the Valuator/Expert has a reasonable expectation at the time the work
product is provided that an Advisory Report will be completed and issued in due course.

2. For Advisory Reports that but for the fact that the Valuator is not acting independently
would otherwise be considered ‘Valuation Reports”, the applicable file documentation
standards for Valuation Reports (Standard #130) shall be followed.

3. For Advisory Reports that but for the fact the Expert is not acting independently would
otherwise be considered “Expert Reports”, the applicable file documentation standards
for Expert Reports (Standard #330) shall be followed.

4. For Advisory Reports that, but for the fact the Valuator/Expert is not acting
independently, would otherwise be considered TMLimited Critique Reports”, the
applicable file documentation standards for Limited Critique Reports (Standard #430)
shall be followed.

October 7, 2010
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EXPERT REPORTS

Report Disclosure Standards and Recommendations

1. Chartered Business Valuators may be retained as experts to provide their professional
opinion as to the quantum of financial gain/loss or any conclusion of a financial nature in
the context of litigation or a dispute. Such expert opinion is often requested in respect of
claims arising from financial disputes such as corporate commercial matters,
shareholder matters, securities litigation, personal injury matters, breach of contract,
intellectual property infringement and income determination for family law purposes or
other similar claims.

2. An Expert Report is defined as any written communication other than a Valuation
Report, containing a conclusion as to the quantum of financial gain/loss, or any
conclusion of a financial nature in the context of litigation or a dispute, prepared by an
Expert acting independently.” An Expert Report does not include work product that is in
the process of being completed that is provided to a client or knowledgeable third party
in circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (ii) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Expert Report; (Hi) the Expert knows, or reasonably
ought to know, that the intended reader(s) does not intend to rely on the work product or
distribute the work product to a third party who may in turn rely on such work product;
and (iv) the Expert has a reasonable expectation at the time the work product is provided
that an Expert Report will be completed and issued in due course.

3. A summary of an Expert Report shall be exempt from the following standards and/or
recommendations provided that the summary clearly refers to the Expert Report.

4. Where a Valuation Report forms part of an Expert Report that Valuation Report shall
conform to Standards 110, 120 and 130.

5. At a minimum, all Expert Reports shall contain the following information, which is set out
herein in bold characters. “Recommendations” are not mandatory but encouraged.
“Explanatory comments’ provide additional guidance in applying the specific provisions of
the Standard.
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6. Report Introduction

6.1 The Expert Report shall have an introduction that includes the following information:

A. To whom the Expert Report is being provided; (Explanatory comment: if not

readily apparent from the addressee, the name of the partyes) who engaged

the Expert should be disclosed)

B. A statement of the nature of the mandate;

C. The effective date or time period of the Expert Report calculation(s);

D. The date of the Expert Report; (Explanatory comment: the Expert Report should

be dated at the time when pertinent information was last obtained and

analyzed, including information obtained from discussions with lawyers, client or

other parties)

E. The purpose for which the Expert Report is being prepared; (Explanatory

comment: the Expert may want to emphasize that the Expert Report is

addressed to specific readers in specific circumstances, having specific needs

and/or knowledge)

F, The name and firm of the Expert responsible for preparing the Expert Report;

(Explanatory comment: this information may be disclosed elsewhere in the

Expert Report, such as in the letterhead and/or on the signature page)

G. A statement that the Expert Report was prepared by the Expert acting

independently and objectively; (Explanatory comment: in circumstances where

a firm is responsible for preparing the Expert Report, this statement is in respect

of the independence and objectivity of the person(s) who prepared the Expert

Report and any assistants)

H. A statement that the Expert’s compensation is not contingent on an action or

event resulting from the use of the Expert Report; and

A statement that the Expert Report has been prepared in conformity with the

Practice Standards of The Canadian Institute of Chartered Business Valuators.

7. Report Definitions

7.1 The Expert Report shall contain a definition(s) for the quantum of financial gain/loss, or

any conclusion of a financial nature in the context of litigation or a dispute.

8. Report Scope of review

8.1 The Expert Report shall contain a detailed scope of review that clearly identifies the

specific information upon which the Expert relied to arrive at a conclusion. (Explanatory

comment: such information might consist of the documents reviewed, the individuals

interviewed, the facilities visited, other expert reports (including future-care cost studies,

Valuation Reports, management consulting studies, etc.), management representations

concerning budgets, projections and interim financial statements)

8.2 Where the conclusion is qualified by a scope limitation, the limitation shall be

explained, setting out the reasons for the limitation and disclosure of the potential

impact on the Expert’s conclusion. (Explanatory comment: to the extent that the scope of

review has been significantly restricted, or information provided is substantially

incomplete, the Expert shall determine if an unqualified conclusion can be provided. If
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the Expert Report is qualified because of a scope limitation, the details shall be fully
disclosed)

9. Report disclosure

9.1 The Expert Report should provide sufficient information to allow the reader to
understand how the Expert arrived at the conclusion expressed. (Explanatory comment:
the amount of information included is a matter of professional judgment, based on the
scope of review, the purpose for which the Expert Report is intended)

9.2 At a minimum, all Expert Reports that will (or likely will) be disclosed publicly (e.g. in
open court, in a prospectus, etc.) shall include the following information: (Explanatory
comment: when the Expert has been assured in writing that the Expert Report is to be
restricted to review only by well-informed parties to the dispute or their counsel and the
Expert is of the opinion that the omission of one or more of the following would not
render the Expert Report misleading, then the following points should be considered as
recommendations which should be followed)

A. A description of the nature of the dispute and the events giving rise to the
claim; (Explanatory comment: this would include a narrative description of the
business/employment activities, a brief history of relevant events and a
discussion of factors influencing the Expert Report calculation(s))

B. Where applicable, a description of the economic context and industry outlook
bearing on the individual(s) and/or business(es) central to the Expert Report
calculation(s), taking account of the past and foreseeable future as well as of
the present;

C. A statement of the approach taken and techniques used, explaining the
rationale for selecting a particular analytical technique and summarizing the key
areas considered when selecting the analytical approach and determining
financial gain/loss or any conclusion of a financial nature; (Recommendation:
the basic mechanics of the techniques should be outlined and appropriate
definitions should be provided)

D. A description of the financial gain/loss, or other calculations relating to any
conclusion of a financial nature, explaining how each of the significant factors in
the calculation(s) was developed and the rationale for each;

E. Assumptions used and the procedures followed to determine the
reasonableness and appropriateness of key assumptions; (Explanatory
comments: the Expert should classify the assumptions used as: (i) those
assumptions that the Expert is directed to take, that are not within his/her area
of expertise; (ii) those assumptions made by the Expert, within his/her area of
expertise and based on scope of work executed by him/her; and (Hi) those
assumptions that the Expert is directed to take on matters that are within
his/her area of expertise, but where the Expert was not provided opportunity to
execute a scope of work appropriate to add assurance to the assumption)

F. Financial information. (Explanatory comments: comprising the most current (as
close as possible to the effective date of the Expert Report calculation(s))
balance sheets, income/cash-flow statements or a summary thereof, tax returns
and/or any other financial information central to the Expert Report
calculation(s))

copyright 2010 © The canadian Institute of chartered Business Valuators 3



STANDARD NO. 310

10. Report Restrictions and Qualifications:

10.1 The Expert Report shall disclose any restrictions and qualifications that affect the

Expert’s conclusion as follows:

A. A statement restricting the use of the Expert Report by the persons for whom

the Report was prepared and only for the stated purpose;

B. A statement denying responsibility for losses resulting from any unauthorized

or improper use of the Expert Report; and

C. A statement giving the Expert the right to make revisions and/or further

support the conclusion under specified circumstances, such as when facts

existing at the effective date become apparent to the Expert after the report is
issued. (Explanatory comment: to the extent that the scope has been significantly

restricted or information provided is incomplete, then the Expert must determine if

an unqualified conclusion can be provided)

11. Conclusion

11.1 The Expert Report shall contain a conclusion as to the quantum of financial gain/loss or

conclusion of a financial nature. The conclusion shall include a reference to the scope of

review, key assumptions, any restrictions and/or qualifications in the Expert Report.

June 17, 2009

.

.
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EXPERT REPORTS

Scope of Work Standards and Recommendations

1. An Expert Report is defined as any written communication other than a Valuation
Report, containing a conclusion as to the quantum of financial gain/loss, or any
conclusion of a financial nature in the context of litigation or a dispute, prepared by an
Expert acting independently.” An Expert Report does not include work product that is in
the process of being completed that is provided to a client or knowledgeable third party
in circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (H) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Expert Report; (iii) the Expert knows, or reasonably
ought to know, that the intended reader(s) does not intend to rely on the work product or
distribute the work product to a third party who may in turn rely on such work product;
and (iv) the Expert has a reasonable expectation at the time the work product is provided
that an Expert Report will be completed and issued in due course.

2. Where a Valuation Report forms part of an Expert Report, that Valuation Report shall
conform to Standards 110, 120 and 130.

3. At a minimum, for an Expert Report the following procedures set out in bold characters
must be performed. Recommendations” are not mandatory but encouraged.
“Explanatory comments” provide additional guidance in applying the specific provisions of
the Standard.

4. General Standards

A. The work shall be performed by a person or persons having adequate technical
training and proficiency in financial analysis and/or business valuation
concepts, principles and techniques, with due care and with an objective state
of mind.

B. The work shall be adequately planned and properly executed. If assistants are
employed, they shall be properly supervised.

C. Sufficient evidence shall be gathered by such means as inspection, inquiry,
computation and analysis to ensure that the Expert Report and the
conclusion(s) contained therein are properly supported. When determining the
extent of evidence necessary to support the Expert Report, the Expert shall
exercise professional judgment, considering both the nature of the Expert
Report and the expected use to which it will be put.
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D. The Expert shall perform the work in accordance with the Practice Standards

and Code of Ethics of the Canadian Institute of Chartered Business Valuators.

E. When access to essential information is denied by the client or some other

party or is otherwise unavailable to the Expert, any conclusion expressed by the

Expert in the Expert Report shall be qualified and the limitation(s) on the scope

of work clearly set out in the Expert Report.

5. Specific Standards

A. The Expert shall obtain clear instructions from the person requesting the Expert

Report. (Recommendation: the Expert should assess the necessity of obtaining

an engagement letter in each circumstance and, if no engagement letter is

obtained, consider documenting the nature of the instructions received from the

person requesting the Expert Report.)

B. When planning the extent of scope of work for and performing a particular

engagement, the Expert shall obtain:

i) Sufficient understanding of the subject of the Expert Report;

(examples—a business interest, shares, financial gain/loss, etc.)

(Explanatory comment: The Expert should obtain and review all material

documentation, including pleadings, agreements, contracts, and letters

of understanding, letters of intent, correspondence etc. which bear on

the subject of the Expert Report.)

U) Sufficient understanding of the nature of the dispute and the events

giving rise to the claim;

Hi) Where applicable, sufficient understanding of the economic context

and industry outlook bearing on the individuals and/or business(es)

central to the Expert Report calculation(s), taking into account the past,

the present and the foreseeable future;

iv) Sufficient financial information relating to the dispute and/or claim.

(Examples: financial statements, financial projections, forecasts, tax

returns, sales journals, etc.).

C. In performing the Expert Report calculation(s), the Expert shall determine the

appropriate approach and techniques to be employed.

D. The Expert shall consider key assumptions used and determine the

reasonableness and appropriateness of key assumptions. (Explanatory

comment: The Expert is not required to determine the reasonableness and

appropriateness of assumptions that fall outside the Expert’s area of expertise.

These assumptions may include facts to be proven in court and non-financial

information presented by other specialists.)

E. The Expert shall consider the necessity of relying upon the work of a specialist

(e.g. real estate appraiser, engineer, actuary, etc.). (Recommendations: If it is

deemed appropriate to request the assistance of a specialist, the Expert should

obtain reasonable assurance concerning the specialist’s reputation for

competence and degree of independence.) (Explanatory comment: The

appropriateness and reasonableness of the assumptions and methods used by

the specialist are the responsibility of the specialist. Ordinarily, the Expert may

accept the specialist’s judgement and work in this regard unless the report of
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the specialist, the Expert’s communication with the specialist or the Expert’s
knowledge of the nature of the dispute and the events giving rise to the claim
lead the Expert to believe that the specialist’s assumptions or methods are
unreasonable in the circumstances.)

F. The Expert shall determine the necessity of obtaining client representations in
writing and, if possible, management representations from management or
other representatives of the underlying business. (Recommendation: Such
representations may be in letter format, and would normally include a general
representation that the client/management:

— has reviewed a draft copy of the Expert Report; and
— does not have any information or knowledge which would reasonably be

expected to affect materially the conclusion(s) noted in the Expert
Report.)

October 7, 2010
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File Documentation Standards and Recommendations

1. An Expert Report is defined as “any written communication other than a Valuation
Report, containing a conclusion as to the quantum of financial gain/loss, or any
conclusion of a financial nature in the context of litigation or a dispute, prepared by an
Expert acting independently.” An Expert Report does not include work product that is in
the process of being completed that is provided to a client or knowledgeable third party
in circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (H) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Expert Report; (Hi) the Expert knows, or reasonably
ought to know, that the intended reader(s) does not intend to rely on the work product or
distribute the work product to a third party who may in turn rely on such work product;
and (iv) the Expert has a reasonable expectation at the time the work product is provided
that an Expert Report will be completed and issued in due course.

2. Where a Valuation Report forms part of an Expert Report, that Valuation Report must
conform to Standards 110, 120 and 130.

3. At a minimum, file documentation for an Expert Report shall consist of the following items
which are set out in bold characters. “Recommendations” are not mandatory but
encouraged. “Explanatory comments” provide additional guidance in applying the specific
provisions of the Standard.

4. General Standards

A. Work performed in the course of an Expert Report engagement shall be
documented and files shall be maintained in an organized manner.

B. The form and extent of working papers shall suit the circumstances and needs
of the engagement for which they are prepared.

C. All documents and working papers evidencing the nature and extent of work
performed shall be retained for a reasonable time following completion of the
engagement.

D. The identities of the individual(s) performing the Expert Report engagement
shall be documented.
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5. Specific Standards

A. A copy of the final issued Expert Report shall be retained on file.

B. When the Expert has determined that an engagement letter is required, it shall

be retained on file. When no engagement letter has been received, the Expert’s
file shall contain a summary of the nature and purpose of the mandate,

including the nature of the instructions received from the person requesting the

Expert Report.

C. Summaries of key meetings, discussions and correspondence shall be retained
on file.

D. The Expert shall either retain on file, or have access to, information upon which

he or she relied when conducting the engagement. (Recommendation: The

following documents should normally be retained on file or be summarized with
the resulting summaries retained on file:

i) Any information that provides the Expert with a sufficient understanding
of the subject of the Expert Report, such as any documentation
including pleadings, agreements, contracts, letters of understanding,
letters of intent and correspondence which bear on the subject of the
Expert Report;

U) Information providing sufficient understanding of the nature of the
dispute and the events giving rise to the claim:

Ui) Where applicable, information providing sufficient understanding of the
economic context and industry outlook bearing on the individuals
and/or business (es) central to the Expert Report calculation(s), taking
into account the past, the present and the foreseeable future;

iv) Financial information relating to the dispute and/or claim. (Examples:
financial statements, financial projections, forecast, tax returns, sales
journals, etc.))

E. The approach taken shall be documented along with the reasoning for its
selection. (Explanatory comment: this documentation standard will be met if this
information is included in the Expert Report itself.)

F. The specific techniques used shall be documented along with the reasoning for
their selection. Key areas considered and key assumptions made shall be
documented. A copy of the calculations, including all necessary explanations
and supporting documentation, shall be retained on file. (Explanatory

comment: this documentation standard will be met if this information is
included in the Expert Report itself.)

6. Where the work of a specialist was relied upon, the conclusions arrived at by
the specialist shall be documented and when a written opinion or report
prepared by the specialist is obtained, a copy thereof shall be retained on file.

H. When the Expert has determined that a client representations letter and/or a
management representations letter is necessary, this (these) letter(s) shall be
retained on file. When the representation letter(s) indicates that the client or
management relied on a draft copy of the Expert Report in order to make its
representations, this draft copy shall be retained on file. When no
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representations letter has been received, the Expert’s file shall indicate why no
such letter was obtained.

June 17,2009
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Standard No. 410
LIMITED CRITIQUE REPORTS

Report Disclosure Standards and Recommendations

1. Chartered Business Valuators may be retained as independent experts to provide
comments on another report that contains a conclusion as to the value of shares, assets,
or an interest in a business, or a conclusion as to the quantum of financial gain/loss, but
where a conclusion is not provided by the reviewing Valuator. In these circumstances,
reports arising from such engagements are termed ‘Limited Critique Reports”.

2. A Limited Critique Report is defined as ‘any written communication containing
comments on a report that was prepared by a Member or non-Member containing a
conclusion as to the value of shares, assets or an interest in a business, or a conclusion
as to the quantum of financial gain/loss, or any conclusion of a financial nature in the
context of litigation or a dispute (the “Original Report”), prepared by a Valuator (the
Reviewer”) that does not itself contain a valuation conclusion or conclusion as to the
quantum of financial gain/loss, or any conclusion of a financial nature in the context of
litigation or dispute.” A Limited Critique Report does not include work product that is in
the process of being completed that is provided to a client or knowledgeable third party
in circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (ii) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Limited Critique Report; (iii) the Reviewer knows, or
reasonably ought to know, that the intended reader(s) does not intend to rely on the work
product or distribute the work product to a third party who may in turn rely on such work
product; and (iv) the Reviewer has a reasonable expectation at the time the work product
is provided that a Limited Critique Report will be completed and issued in due course.

3. At a minimum, a Limited Critique Report shall contain the following information, which is
set out herein in bold characters. pecommendations” are not mandatory, but
encouraged. “Explanatory comments” provide additional guidance in applying the
specific provisions of the Standard.

4. Report Introduction

4.1 The Limited Critique Report shall have an introduction that includes the following
information:

A. To whom the Limited Critique Report is being provided;

B. A statement of the nature of the mandate, including the purpose of the Limited
Critique Report and the identification of the Original Report being reviewed;
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(Explanatory comment: this is to emphasize that the Limited Critique Report is
addressed to specific readers in specific circumstances and having specific
needs and knowledge)

C. A description of the shares, assets or interests being valued, or a description of
the dispute and the events giving rise to the quantum of financial gain/loss in

the Original Report, and the valuation or quantification date in the Original
Report; (Recommendation: the description may simply refer to the Original

Report where the Reviewer is reasonably satisfied that the Original Report is
available to whom the Limited Critique Report is being provided)

D. The date when pertinent information (including discussions with management
or outsiders) was last obtained and analyzed;

E. If the Reviewer has previously issued a Valuation, Advisory and/or an Expert
Report containing a valuation conclusion of shares, assets or an interest in a
business, or a conclusion as to the quantum of financial gain/loss (the “Initial
Report”) dealing with the same subject matter as the Original Report now

being reviewed, the identification of the Initial Report and a summary of its
conclusions;

F. The name of the firm responsible for preparing the Limited Critique Report, as
well as the name of the Reviewer when the Limited Critique Report is prepared
for litigation purposes. (Explanatory comment: this information may be
disclosed elsewhere in the Limited Critique Report, such as in the letterhead
and/or on the signature page)

ci. A statement that the Limited Critique Report was prepared by the Reviewer
acting independently and objectively; (Explanatory comment: in circumstances
where a firm is responsible for preparing the Limited Critique Report, this
statement is in respect of the independence and objectivity of the person(s) who
prepared the Limited Critique Report and any assistants)

H. A statement that the Reviewer’s compensation is not contingent on an action
or event resulting from the use of the Limited Critique Report; and

A statement that the Limited Critique Report has been prepared in conformity
with the Practice Standards of The Canadian Institute of Chartered Business
Valuators.

5. Report Definitions

5.1 The Limited Critique Report shall contain definitions of the terms of value used in the

Limited Critique Report (such as “fair market value”, “market value”, etc.) to the extent

they are different from the Original Report, or a statement that the terms of value are

the same as in the Original Report. (Recommendation: unless self-evident, other terms

and phrases with technical meaning should be defined or explained as they appear in the

body of the Limited Critique Report, or refer to the definitions in the Original Report if the

same definitions are assumed.)

6. Report Scope of Review

6.1 rhe Limited Critique Report shall contain a scope of review, including a clear summary
of the specific information which was reviewed and relied upon. (Explanatory comment:

a Limited Critique Report may not have the same scope as the Original Report, such as
being limited to a review of the Original Report itself and certain other documents.)
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7. Report Disclosure

7.1 At a minimum, all Limited Critique Reports shall include a statement of the key
assumptions made in making the Limited Critique Report comments to the extent they
differ from those in the Original Report. (Recommendation: the Reviewer should
consider restating all key assumptions, even those that do not differ from those in the
Original Report, and state whether the facts stated in the Original Report are being
assumed to be complete or correct unless otherwise noted.)

7.2 It is recommended that Limited Critique Reports also include the following information:

A. Comments on the approach and techniques used in the Original Report, as
appropriate;

8. Comments on the strengths and weaknesses of differing positions on subjective
matters, as appropriate;

C. Comments on the calculations contained in the Original Report, and statement
of directional impact of differing calculations or assumptions on the Original
Report’s conclusion, as appropriate; and

0. Comments on whether the opinion and analysis in the Original Report are
suitable for the purpose at hand, with reasons and alternatives, as appropriate.

8. Report Restrictions and Qualifications

8.1 All Limited Critique Reports shall disclose any restrictions that affect the Reviewer’s
comments, as noted below:

A. Where the Reviewer was limited in the scope of review or where information
provided to the Reviewer was substantially incomplete, disclosure should be
made of the limitation and of the incomplete information, the reasons given and
the potential impact on the comments. (Recommendation: the Reviewer should
assess whether the lack of access to relevant information is so significant as to
limit his or her ability to issue the Limited Critique Report.)

B. The Limited Critique Report shall caution the reader that it does not contain a
conclusion as to the value of shares, assets or an interest in a business, or a
conclusion as to the quantum of financial gain/loss and does not contain all the
adjustments, if any, the Reviewer may have found necessary to arrive at a
conclusion on value or quantum of financial gain/loss. (Explanatory comment: a
report containing, or that may reasonably be considered to contain, a conclusion
as to the value of shares, assets or an interest in a business or a conclusion as
to the quantum of financial gain/loss should be prepared according to
Standards 110, 210 or 310, as appropriate.)

8.2 It is recommended that Limited Critique Reports also disclose any restrictions that affect
the Reviewer’s comments, as noted below:

A. A statement restricting the use of the Limited Critique Report to the persons for
whom it was prepared and only for the stated purpose;

8. A statement disclaiming responsibility for losses resulting from unauthorized or
improper use of the Limited Critique Report;

C. A statement giving the Reviewer the right to make revisions and/or further
support the comments under specified circumstances, such as when facts
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existing at the Limited Critique Report date become apparent to the Reviewer

after the Lirriiteci Critique Report is issued; and

D. A statement cautioning the reader that selecting portions of the analysis,

without considering all factors and analysis in the Limited Critique Report
together, could result in the misinterpretation of comments and analysis
concerning value, or the quantum of financial gain/loss. (Explanatory comment:

the preparation of a Limited Critique Report is a complex process and

components cannot be viewed in isolation.)

October 7, 2010

.

.
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Appendix A to Standard No. 410
LABOUR SPONSORED OR VENTURE CAPITAL FUND VALUATION
REPORTS

Report Disclosure Standards and Recommendations

Introduction

1. The Canadian Securities Administrators (“CSA”) have developed a nationally harmonized
set of Continuous disclosure requirements for investment funds. These requirements are
set out in National Instrument 81-106 Investment Fund Continuous Disclosure (the
“Rule’), Form 81-106F1 Contents of Annual and Interim Management Report of Fund
Performance (the “Form’) and Companion Policy 81-1O6CP Investment Fund Continuous
Disclosure (the “CP”).

2. In order to satisfy the independent valuation requirements of the Rule, Chartered
Business Valuators may be retained by a Labour Sponsored or Venture Capital Fund (the
‘Fund”) to perform an independent review to assess whether or not the value of the
venture investments or the net asset value of the Fund, as determined by the manager of
the Fund or another party, is reasonable. In these circumstances, reports arising from
such engagements are termed ‘labour Sponsored or Venture Capital Fund Valuation
Reports” (which, for ease of exposition, will hereafter be referred to as “Fund Reports”).

3. A Labour Sponsored or Venture Capital Fund means an investment fund that is:

a) a labour sponsored investment fund corporation or a labour sponsored venture
capital corporation under provincial legislation;

b) a registered or proscribed labour sponsored venture capital corporation as
defined in the Income Tax Act;

c) an employee venture capital corporation (“EVCC’) that does not have a
restricted constitution, and is registered under Part 2 of the Employee
Investment Act (British Columbia), R.S,B.C. 1996 c. 112, and whose business
objective is making multiple investments; or

d) a venture capital corporation (“VCC”) registered under Part 1 of the Small
Business Venture Capital Act (British Columbia), R.S.B.C. 1995 c. 429 whose
business objective is making multiple investments

4, A Fund Report is defined as “any written communication prepared by a Valuator
containing a conclusion as to the reasonableness of the value of the venture investments
or the net asset value of a Labour Sponsored or Venture Capital Fund as determined by a
manager of the Fund or another party.” A Fund Report does not include work product that
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is in the process of being completed that is provided to a client or knowledgeable third

party in circumstances where each of the following conditions are met: (i) the work

product is clearly marked as being in draft form and subject to change; (U) the work

product is issued for the purpose of obtaining comment, instruction, confirmation or

other information required to complete the Fund Report; (Hi) the Valuator knows, or

reasonably ought to know, that the intended reader(s) does not intend to rely on the work

product or distribute the work product to a third party who may in turn rely on such work

product; and (iv) the Valuator has a reasonable expectation at the time the work product

is provided that a Fund Report will be completed and issued in due course.

5. Within this Appendix, the person(s) responsible for the initial valuation of the venture

investments or net assets is referred to as the ‘Valuator”, and the person(s) responsible

for reviewing and assessing the reasonableness of the initial valuation is referred to as

the “Reviewer”.

6. At a minimum, a Fund Report shall contain the following information, which is set out

herein in bold characters. Recommendations’ are not mandatory, but encouraged.

‘Explanatory comments” provide additional guidance in applying the specific provisions

of the Standard.

7. Report Introduction

7.1 The Fund Report shall have an introduction that includes the following information:

a) To whom the Fund Report is being provided;

b) A statement of the nature of the mandate, including the identification of the

Valuator and the fact that the Fund Report was prepared to satisfy the

requirements of National Instrument 81-106;

c) A description of the interests being valved; (Explanatory comment: Pursuant to

the Rule, the Fund can determine the value of either the venture investments of

the Fund, the shares of the Fund or the net assets of the Fund.)

d) The effective date of the valuation performed by the Valuator;

e) Where applicable, a statement indicating that the Reviewer is also the Fund’s

independent auditor;

f) The name of the firm responsible for preparing the Fund Report. (Explanatory

comment: this information may be disclosed elsewhere in the Fund Report,

such as in the letterhead and/or on the signature page).

8. Report Definition

8.1 The Fund Report shall contain definitions of the terms of value used (such as ‘current

value”, ‘fair value”, “market value”, etc.), along with a statement as to whether these

definitions are consistent with the Fund’s valuation policies.

9. Report Scope of Review

9.1 The Fund Report shall contain a scope of review, including a clear summary of the

specific information that was reviewed and relied upon to arrive at the conclusion.

10. Report Disclosure

10.1 At a minimum, all Fund Reports shall include the value of the venture investments or

net assets, as determined by the Valuator, along with the Reviewer’s conclusion as to

whether or not said value is reasonable.
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10.2 It is recommended that Fund Reports also include the following information:

a) Comments on the approach and techniques used by the Valuator to determine
the value of the components which comprise venture investments or net assets
of the Fund;

b) Comments on the approach and techniques used by the Reviewer to assess
whether value, as determined by the Valuator, is reasonable;

c) A statement outlining the proportion of the venture investments that were
reviewed in order to arrive at the conclusion.

11. Report Restrictions and Qualifications

11.1 All Fund Reports shall disclose any restrictions that affect the Reviewer’s comments, as
noted below:

a) Where the Reviewer was limited in the scope of review or where information
provided to the Reviewer was substantially incomplete, disclosure should be
made of the limitation and of the incomplete information provided, the reasons
given and the potential impact on the conclusion. (Recommendation: the
Reviewer should assess whether the lack of access to relevant information is so
significant as to limit his or her ability to issue the Fund Report.)

June 17, 2009
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Standard No. 420
LIMITED CRITIQUE REPORTS

Scope of Work Standards and Recommendations

1. A Limited Critique Report is defined as “any written communication containing
comments on a report that was prepared by a Member or non-Member containing a
conclusion as to the value of shares, assets or an interest in a business, or a conclusion
as to the quantum of financial gain/loss, or any conclusion of a financial nature in the
context of litigation or a dispute (the ‘Original Report”), prepared by a Valuator (the
“Reviewer”) that does not itself contain a valuation conclusion or conclusion as to the
quantum of financial gain/loss, or any conclusion of a financial nature in the context of
litigation or dispute.” A Limited Critique Report does not include work product that is in
the process of being completed that is provided to a client or knowledgeable third party
in circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (ii) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Limited Critique Report; (iU) the Reviewer knows, or
reasonably ought to know, that the intended reader(s) does not intend to rely on the work
product or distribute the work product to a third party who may in turn rely on such work
product; and (iv) the Reviewer has a reasonable expectation at the time the work product
is provided that a Limited Critique Report will be completed and issued in due course.

2. At a minimum, for all Limited Critique Reports the following procedures set out in bold
characters must be performed. “Recommendations” are not mandatory, but encouraged.
“Explanatory comments” provide additional guidance in applying the specific provisions of
the Standard.

3. General Standards

3.1 The following General Standards apply to all Limited Critique Reports:

A. The work shall be performed by a person or persons having adequate technical
training and proficiency in financial analysis and/or business valuation
concepts, principles and techniques, with due care and with an objective state
of mind.

B. The work shall be adequately planned and properly executed. If assistants are
employed, they shall be properly supervised by a Member.

C. Sufficient evidence shall be gathered by such means as inspection, inquiry,
computation and analysis to ensure that the comments in the Limited Critique
Report are properly supported. When determining the extent of evidence
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necessary to support the Limited Critique Report, Reviewers shall exercise

professional judgment, considering both the nature of the Limited Critique

Report and the use to which the Limited Critique Report will be put.

D. The Reviewer shall perform the work in accordance with the Code of Ethics of

the Canadian Institute of Chartered Business Valuators.

E. When access to essential information is denied by the client or some other

party, or is otherwise unavailable to the Reviewer, any comments rendered by

the Reviewer in respect of such Limited Critique Report shall be qualified and

clearly set out as a limitation in the scope of work. (Recommendation: the

Reviewer should assess whether the lack of access to relevant information is so

significant as to limit their ability to issue the Limited Critique Report.)

4. Specific Standards

4.1 The following Specific Standards apply to all Limited Critique Reports:

A. The Reviewer shall obtain clear instructions from the person requesting the

Limited Critique Report; (Recommendation: the Reviewer should assess the

necessity of obtaining an engagement letter in each circumstance) and

B. When planning the extent of the scope of work for a particular engagement,

the Reviewer shall obtain:

i) Sufficient understanding of the subject of the Limited Critique Report

(examples—a business interest, shares, debt instrument, etc.);

(Explanatory comment: the Reviewer does not necessarily need to

obtain and review all material documentation referred to in the Original

Report) and

U) Sufficient understanding of the underlying business operations.

June 17, 2009
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Standard No. 430
LIMITED CRITIQUE REPORTS

File Documentation Standards and Recommendations

1. A Limited Critique Report is defined as any written communication containing
comments on a report that was prepared by a Member or non-Member containing a
conclusion as to the value of shares, assets or an interest in a business, or a conclusion
as to the quantum of financial gain/loss, or any conclusion of a financial nature in the
context of litigation or a dispute (the “Original Report’), prepared by a Valuator (the
Reviewer”) that does not itself contain a valuation conclusion or conclusion as to the
quantum of financial gain/loss, or any conclusion of a financial nature in the context of
litigation or dispute.” A Limited Critique Report does not include work product that is in
the process of being completed that is provided to a client or knowledgeable third party
in circumstances where each of the following conditions are met: (i) the work product is
clearly marked as being in draft form and subject to change; (ii) the work product is
issued for the purpose of obtaining comment, instruction, confirmation or other
information required to complete the Limited Critique Report; (iii) the Reviewer knows, or
reasonably ought to know, that the intended reader(s) does not intend to rely on the work
product or distribute the work product to a third party who may in turn rely on such work
product; and (iv) the Reviewer has a reasonable expectation at the time the work product
is provided that a Limited Critique Report will be completed and issued in due course.

2. At a minimum, file documentation for a Limited Critique Report shall consist of the
following items set out in bold characters. “Recommendations” are not mandatory, but
encouraged. “Explanatory comments provide additional guidance in applying the specific
provisions at the Standard.

3. General Standards

3.1 The following General Standards apply to all Limited Critique Reports:

A. Work performed in the course of a Limited Critique Report engagement shall
be documented and files shall be maintained in an organized manner;

B. The form and extent of working papers shall suit the circumstances and needs
of the engagement for which they are prepared;

C. All documents and working papers evidencing the nature and extent of work
performed shall be retained for a reasonable time following completion of the
engagement; and
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0. The identities of the individual(s) performing the Limited Critique Report

engagement shall be documented.

4. Specific Standards

4.1 The following Specific Standards apply to all Limited Critique Reports:

A. A copy of the final issued Limited Critique Report shall be retained on file;

B. When the Reviewer has determined that an engagement letter is required, the

engagement letter shall be retained on file. When no engagement letter has

been received, the Reviewer’s file shall include a summary of the nature and

purpose of the mandate;

C. Summaries of key meetings, discussions and correspondence shall be retained

on file; and

D. The Reviewer shall either retain on file, or have access to, information upon

which he/she relied when conducting his/her review. At a minimum, a copy of

the Original Report should be retained on file.

June 17, 2009

.
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Standard No. 510
FAIRNESS OPINIONS
Disclosure Standards and Recommendations

1. Chartered Business Valuators may be retained to provide a conclusion as to the fairness
of a proposed transaction to security holders (or to a group of security holders), from a
financial point of view. In these circumstances, written communications arising from such
engagements are termed ‘Fairness Opinions”.

2. A Fairness Opinion is defined as “any written communication containing a conclusion as
to the fairness of a proposed transaction to security holders (or a group of security
holders), from a financial point of view.” A Fairness Opinion does not include work
product that is in the process of being completed that is provided to a client or
knowledgeable third party in circumstances where each of the following conditions are
met; (i) the work product is clearly marked as being in draft form and subject to change;
(H) the work product is issued for the purpose of obtaining comment, instruction,
confirmation or other information required to complete the Fairness Opinion; and (Hi) the
Fairness Opinion issuer knows, or reasonably ought to know, that the intended reader(s)
does not intend to rely on the work product or distribute the work product to a third party
who may in turn rely on such work product.

3. Fairness Opinions are routinely used by boards of directors to satisfy their fiduciary duties
to act with due care and in an informed manner with respect to the fairness, from a
financial point of view, of a proposed transaction. A Fairness Opinion, or information
about it, is often provided to shareholders as a part of the proxy materials.

4. A Fairness Opinion should outline specifically the subject matter of the conclusion, how it
relates to the proposed transaction and all material assumptions and limitations. The
particular facts of a proposed transaction may affect the degree to which the Fairness
Opinion issuer will consider the transaction to be fair, from a financial point of view.
Although the consideration being offered in a proposed transaction may be within a range
of values determined to be fair, circumstances particular to the proposed transaction
may lead the Fairness Opinion issuer to be of the view that other preferable alternatives
exist other than what has been proposed. In essence, the range of values as determined
may only comprise one of the factors that the Fairness Opinion issuer considered in the
particular circumstances.

5. The disclosure requirements of this Standard should not be viewed as an all inclusive list
of required disclosure but rather as a guideline for the Fairness Opinion issuer in
exercising professional judgment to determine acceptable disclosure. There will be
situations where certain items listed are not applicable or where other items that are not
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listed should be disclosed. The Fairness Opinion issuer should consider the level of

disclosure described herein when considering the appropriate level of disclosure in a

Fairness Opinion concerning matters or factors not specifically addressed herein but that

are significant in reaching a fairness conclusion.

6. Reference to the Fairness Opinion issuer includes his/her firm, partnership or

corporation.

7. At a minimum, a Fairness Opinion shall contain the following information, which is set out

herein in bold characters. ‘Recommendations” are not mandatory, but encouraged.

“Explanatory comments” provide additional guidance in applying the specific provisions

of the Standard.

8. Fairness Opinion Disclosure

8.1 The Fairness Opinion shall provide sufficient information to allow the reader to

understand how the Fairness Opinion issuer arrived at the conclusion expressed;

(Explanatory comment: the amount of information included and the manner of disclosure

is a matter of professional judgment, based on the scope of review and the purpose for

which the Fairness Opinion is intended).

8.2 The Fairness Opinion shall contain the disclosures as noted below:

A. To whom the Fairness Opinion is being provided; (Explanatory comment: if not

readily apparent from the addressee, the name of the party who engaged the

Valuator should be disclosed);

B. A description of the proposed transaction and the consideration being offered

to the security holders (or to a group of security holders);

C. The purpose of the Fairness Opinion;

D. The identity and credentials of the Fairness Opinion issuer;

E. A description of any past, present or anticipated relationship between the

Fairness Opinion issuer and any interested party which may be relevant to the

Fairness Opinion issuer’s independence for purposes of providing the Fairness

Opinion;

F. The effective date of the Fairness Opinion;

G. A statement that the Fairness Opinion was prepared by the Fairness Opinion

issuer acting independently and objectively or facts that might result in the

possible actual or perceived lack of independence and objectivity;

(Recommendation: consideration should be given to any past, present or

anticipated relationship between the Fairness Opinion issuer and any interested

party which may be relevant to the Fairness Opinion issuers independence and

objectivity for purposes of providing the Fairness Opinion) (Explanatory

comment: in circumstances where a firm is responsible for preparing the

Fairness Opinion, this statement is in respect of the independence and

objectivity of the person(s) who prepared the Fairness Opinion and any

assistants);

H. A description of the relevant business, assets or securities sufficient to allow

the reader to understand the rationale of the Fairness Opinion and the

approach and various factors influencing financial fairness that were

considered;
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A statement that the Fairness Opinion issuer’s compensation is not contingent
on an action or event resulting from the use of the Fairness Opinion or disclose
the nature of the actual or perceived contingent consideration;

J. A statement that the Fairness Opinion has been prepared in conformity with
the Practice Standards of The Canadian Institute of Chartered Business
Valuators; (Recommendation: a Fairness Opinion prepared in conformity with
the requirements of relevant securities legislation, regulation or policies should
also meet the disclosure requirements of such legislation, regulation or
policies.);

K. The Fairness Opinion shall contain a description of the scope of the review
conducted; including a summary of the type of information reviewed and relied
upon;

L. A description of any valuation work performed or relied upon in support of the
Fairness Opinion’s conclusions;

M. A discussion of any bona fide offer or prior valuation or other material expert
report considered by the Fairness Opinion issuer in coming to the Fairness
Opinion’s conclusions;

N. A statement of the key assumptions made; and

0. A discussion of the factors considered to be important by the Fairness Opinion
issuer in performing the Fairness Opinion analysis.

8.3 A Fairness Opinion shall disclose any restrictions that affect the fairness conclusion, as
noted below:

A. Where the Fairness Opinion issuer was limited in the scope of review or where
information provided to the Fairness Opinion issuer was substantially
incomplete, disclosure should be made of the limitation and of the incomplete
information, reasons given and the potential impact of such limitation on the
Fairness Opinion conclusions; and

B. Any qualifications or limitations to which the Fairness Opinion is subject.

8.4 It is recommended that Fairness Opinions also disclose any restrictions that affect the
Fairness Opinion conclusion, as noted below:

A. A statement restricting the use of the Fairness Opinion to the persons for whom
it was prepared and only for the stated purpose; and

B. A statement disclaiming responsibility for losses resulting from unauthorized or
improper use of the Fairness Opinion.

8.5 The Fairness Opinion shall contain a conclusion as to fairness of the proposed
transaction to the security holders (or to a group of security holders), from a financial
point of view. (Recommendation: the conclusion should include a reference to the scope
of review, key assumptions relied upon, and any restrictions and/or qualifications in the
Fairness Opinion.).

February 26, 2010
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FAIRNESS OPINIONS

Scope of Work Standards and Recommendations

1. A Fairness Opinion is defined as “any written communication containing a conclusion as to
the fairness of a proposed transaction to security holders (or to a group of security holders),
from a financial point of view.” A Fairness Opinion does not include work product that is in
the process of being completed that is provided to a client or knowledgeable third party in
circumstances where each of the following conditions are met: (i) the work product is clearly
marked as being in draft form and subject to change; (ii) the work product is issued for the
purpose of obtaining comment, instruction, confirmation or other information required to
complete the Fairness Opinion; and (iH) the Fairness Opinion issuer knows, or reasonably
ought to know, that the intended reader(s) does not intend to rely on the work product or
distribute the work product to a third party who may in turn rely on such work product.

2. At a minimum, the following procedures set out in bold characters must be performed in
providing a Fairness Opinion. “Recommendations” are not mandatory, but encouraged.
“Lxplanatory comments” provide additional guidance in applying the specific provisions
of the Standard.

3. General Standards

A. The work shall be performed by a person or persons having adequate technical
training and proficiency in financial analysis and/or business valuation concepts,
principles and techniques, with due care and an objective state of mind;

B. The work shall be adequately planned and properly executed. If assistants are
employed, they shall be properly supervised;

C. Sufficient evidence shall be gathered by such means as inspection, inquiry,
computation and analysis to ensure that the Fairness Opinion and the
conclusion(s) contained therein are properly supported. When determining the
extent of evidence necessary to support the Fairness Opinion, the Fairness
Opinion issuer shall exercise professional judgment, considering both the
nature of the Fairness Opinion and its expected use;

D. The Fairness Opinion issuer shall perform the work in accordance with the
Practice Standards and Code of Ethics of The Canadian Institute of Chartered
Business Valuators; (Recommendation: a Fairness Opinion prepared in
conformity with the requirements of relevant securities legislation, regulation or
policies should also meet the scope of work and procedural requirements of
such securities legislation, regulation or policies); and
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E. When access to essential information is denied by the client or some other

party or is otherwise unavailable to the Fairness Opinion issuer, any conclusion

expressed by the Fairness Opinion issuer shall be qualified and the limitation(s)

on the scope of work clearly set out in the Fairness Opinion.

4. Specific Standards

A. The Fairness Opinion issuer shall obtain clear instructions from the party(s)

requesting the Fairness Opinion; (Recommendation: the Fairness Opinion issuer

should obtain an engagement letter in each circumstance and, if no

engagement letter is obtained, consider documenting the nature of the

instructions received from the party(s) requestingthe Fairness Opinion.);

B. When planning the extent and scope of work for and performing a particular

engagement, the Fairness Opinion issuer shall obtain:

i) Sufficient understanding of the subject of the Fairness Opinion;

ii) Where applicable, sufficient understanding of the economic context and

industry outlook bearing on the subject of the Fairness Opinion.

C. In performing the Fairness Opinion analysis, the Fairness Opinion issuer shall

determine the appropriate approach and techniques to be employed;

D. The Fairness Opinion issuer shall consider key assumptions used and determine

the reasonableness and appropriateness of key assumptions; (Explanatory

comment: the Fairness Opinion issuer is not required to determine the

reasonableness and appropriateness of assumptions that fall outside of the

Fairness Opinion issuer’s area of expertise; however, the Fairness Opinion issuer

should have regard to section 4E of this Standard 520 as to reliance on specialists

and section 8.3B of Standard 510 as to disclosing qualifications and limitations.);

E. The Fairness Opinion issuer shall consider the necessity of relying upon the

work of a specialist; (Recommendation: if it is appropriate for the Fairness

Opinion issuer to rely on the work of a specialist, the Fairness Opinion issuer

should obtain reasonable assurance concerning the specialist’s reputation for

competence and degree of independence.) (Explanatory comment: the

appropriateness and reasonableness of the assumptions and methods used by

the specialist are the responsibility of the specialist. Ordinarily, the Fairness

Opinion issuer may accept the specialists judgment and work in this regard

unless the Fairness Opinion issuer is of the view that the specialist’s

assumptions or methods are unreasonable in the circumstances.); and

F. The Fairness Opinion issuer shall determine the necessity of obtaining client

representation in writing and, if possible, representations from management or

other representatives of the underlying business(es). (Recommendation: such

representations may be in letter format, and would normally include a general

representation that the client/management (i) has reviewed a draft copy of the

Fairness Opinion; and (U) does not have any information or knowledge which

would reasonably be expected to affect materially the conclusion(s) noted in the

Fairness Opinion.).

February 26, 2010
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Standard No. 530
FAIRNESS OPINIONS

File Documentation Standards and Recommendations

1. A Fairness Opinion is defined as “any written communication containing a conclusion as
to the fairness of a proposed transaction to security holders (or a group of security
holders), from a financial point of view.’ A Fairness Opinion does not include work
product that is in the process of being Completed that is provided to a client or
knowledgeable third party in circumstances where each of the following conditions are
met: (i) the work product is clearly marked as being in draft form and subject to change;
(U) the work product is issued for the purpose of obtaining comment, instruction.
confirmation or other information required to complete the Fairness Opinion; and (Ui) the
Fairness Opinion issuer knows, or reasonably ought to know, that the intended reader(s)
does not intend to rely on the work product or distribute the work product to a third party
who may in turn rely on such work product.

2. At a minimum, file documentation for a Fairness Opinion shall consist of the following
items set out in bold characters. ‘Recommendations” are not mandatory, but
encouraged. ‘Explanatory comments” provide additional guidance in applying the specific
provisions of the Standard.

3. General Standards

A. Work performed in the course of a Fairness Opinion engagement shall be
documented and files shall be maintained in an organized manner;

B. The form and extent of working papers shall suit the circumstances and needs
of the engagement for which they are prepared;

C. All documents and working papers evidencing the nature and extent of work
performed shall be retained for a reasonable time following completion of the
engagement; and

D. The identities of the individual(s) performing the Fairness Opinion engagement
shall be documented.

4. Specific Standards

A. A copy of the final issued Fairness Opinion shall be retained on file;

B. When the Fairness Opinion issuer has determined that an engagement letter is
required, it shall be retained on file. When no engagement letter has been
received, the Fairness Opinion issuer’s file shall contain a summary of the
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nature and purpose of the mandate, including the nature of the instructions

received from the person requesting the Fairness Opinion;

C. Summaries of key meetings, discussions and correspondence shall be retained

on file;

D. The Fairness Opinion issuer shall either retain on file, or have access to,

information upon which he or she relied when conducting the engagement;

(Recommendation: the following documents should normally be retained on file:

i) Any information that provides the Fairness Opinion issuer with a

sufficient understanding of the subject of the Fairness Opinion;

ii) Where applicable, information providing sufficient understanding of the

economic context and industry outlook bearing on the subject of the

Fairness Opinion.)

E. The approach taken shall be documented along with the reasoning for its

selection; (Explanatory comment: this documentation standard will be met if this

information is included in the Fairness Opinion itself.);

F. The specific techniques used shall be documented along with the reasoning for

their selection. Key areas considered and key assumptions made shall be

documented. A copy of the calculations, including all necessary explanations

and supporting documentation, shall be retained on file. (Explanatory

comment: this documentation standard will be met if this information is

included in the Fairness Opinion itself.);

C. Where the work of a specialist was relied upon, the conclusions arrived at by

the specialists shall be documented and when a written opinion or report

prepared by the specialist is obtained, a copy thereof shall be retained on file;

and

H. When the Fairness Opinion issuer has determined that a client representation

letter and/or a management representation letter is necessary, this (these)

letter(s) shall be retained on file. When the representation letter(s) indicates

that the client or management relied on a draft copy of the Fairness Opinion in

order to make its representations, this draft copy shall be retained on file.

When no representation letter has been received, the Fairness Opinion issuer’s

file shall indicate why no such letter was obtained.

February 26, 2010

.
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Standard No. 610
INVESTMENT ENTITY REVIEW REPORTS
REPORT DISCLOSURE STANDARDS AND RECOMMENDATIONS

1. Chartered Business Valuators may be retained to perform an independent review to
assess whether or not the value of the specified shares, units, underlying investments or
the net asset value of the Investment Entity, as determined by the manager of the
Investment Entity or another party, is reasonable. In these circumstances, reports arising
from such engagements are termed ‘Investment Entity Review Reports”.

2. For purposes of this Standard the definition of an Investment Entity includes (among
other types of investment entities and forms of organization): investment funds such as
private equity funds; pension funds; real estate funds; venture capital funds; commodity
funds; hedge funds; offshore fund vehicles; master funds; feeder funds, funds-of-funds;
bank common/collective trust funds and other similar funds; partnerships; general
partnerships; limited partnerships, limited liability partnerships, joint ventures.
corporations; limited liability corporations; etc. The definition of an Investment Entity for
purposes of this Standard excludes an investment fund as defined under National
Instrument 81-106F1 Contents of Annual and Interim Management Report of Fund
Performance and Companion Policy 81-1O6CP Investment Fund Continuous Oisclosure,
and Labour Sponsored or Venture Capital Funds as defined in Appendix A to Standard
No. 410, as Appendix A to Standard No. 410 pertains to an independent valuation review
of these investment funds.

3. Within this Standard, the person(s) responsible for the valuation of the specified shares,
units, underlying investments or net assets of the Investment Entity is referred to as the
‘Preparer”, and the person(s) responsible for reviewing and assessing the
reasonableness of the valuation is referred to as the “Reviewer”.

4. An Investment Entity Review Report is defined as “any written communication prepared
by a Valuator (the “Reviewer”) containing a conclusion as to the reasonableness of the
value of the specified shares, units, underlying investments or the net asset value of an
Investment Entity as determined by a manager of the Investment Entity or another party
(the “Preparer”).” An Investment Entity Review Report does not include work product that
is in the process of being completed that is provided to a client or knowledgeable third
party in circumstances where each of the following conditions are met: (i) the work
product is clearly marked as being in draft form and subject to change; (H) the work
product is issued for the purpose of obtaining comment, instruction, confirmation or
other information required to complete the Investment Entity Review Report; (Hi) the
Reviewer knows, or reasonably ought to know, that the intended reader(s) does not
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intend to rely on the work product or distribute the work product to a third party who may

in turn rely on such work product; and (iv) the Reviewer has a reasonable expectation at

the time the work product is provided that an Investment Entity Review Report will be

completed and issued in due course.

5. At a minimum, an Investment Entity Review Report shall contain the following

information, which is set out herein in bold characters. “Recommendations” are not

mandatory, but encouraged. ‘Explanatory comments’ provide additional guidance in

applying the specific provisions of the Standard.

6. Reasonableness

6.1 In arriving at a conclusion as to the reasonableness of the value of the specified shares,

units, underlying investments or the net asset value of the Investment Entity the

Reviewer shall consider the following factors:

A. The appropriateness of the approach and techniques used by the Preparer;

B. The characteristics of the specified shares, units, underlying investments or net

assets of the Investment Entity and their impact on value;

C. The prospective financial information used by the Preparer;

D. The key assumptions used by the Preparer;

E. The purpose of the Investment Entity Review Report; and

F. Whether a range of value that is quantitatively defined would be appropriate to

assist in the determination of reasonableness. (Explanatory comment: the

determination of the range of values would likely take into account discussion with

the intended users of the Investment Entity Review Report and would be agreed upon

with the engaging entity)

7. Report Introduction

7.1 the Investment Entity Review Report shall have an introduction that includes the

following information:

A. To whom the Investment Entity Review Report is being provided; (Explanatory

comment: if not readily apparent from the addressee, the name of the party who

engaged the Reviewer should be disclosed)

B. A statement of the nature of the mandate, including the identification of the Preparer

and the financial reporting standards, internal policies, income tax rules or

legislation, securities legislation, regulation, or polices under which the valuation was

prepared;

C. A summary description of the shares, units, underlying investments or net assets that

have been reviewed;.

0. The date of the Investment Entity Review Report; (Explanatory comment the

Investment Entity Review Report should be dated at the time when pertinent

information was last obtained and analyzed, including information obtained from

discussions with management or other parties)

E. The effective date of the valuation (the valuation date);

F. The name of the firm responsible for preparing the Investment Entity Review Report;

(Explanatory comment: this information may be disclosed elsewhere in the
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Investment Entity Review Report, such as in the letterhead and/or on the signature
page)

G. A statement that the Investment Entity Review Report was prepared by the Reviewer
acting independently and objectively; (Explanatory comment: in circumstances where
a firm is responsible for preparing the Investment Entity Review Report, this
statement is in respect of the independence and objectivity of the person(s) who
prepared the Investment Entity Review Report and any assistants)

H. A statement that the Reviewer’s compensation is not contingent on an action or
event resulting from the use of the Investment Entity Review Report; and

I. A statement that the Investment Entity Review Report has been prepared in
conformity with the Practice Standards of The Canadian Institute of Chartered
Business Valuators.

8. Report Definitions

8.1 The Investment Entity Review Report shall contain definitions of the terms of value used
(such as “fair value”, “fair market value”, “market value’, etc.), along with a statement as
to whether these definitions are consistent with the financial reporting standards,
internal policies, income tax rules or legislation, securities legislation, regulation, or
polices under which the valuation was prepared. (Recommendation: unless self-evident,
other terms and phrases with technical meaning should be defined or explained as they
appear in the body of the Investment Entity Review Report, or refer to the definitions in
the Investment Entity valuation analysis if the same definitions are used)

9. Report Scope of Review

9.1 The Investment Entity Review Report shall contain a scope of review, including a clear
summary of the information on which the Reviewer relied to arrive at the conclusion as to
whether or not the value reviewed is reasonable. (Explanatory comment: such
information may consist of the documents reviewed, the individuals interviewed, other
expert reports relied upon (such as valuation reports, management consulting studies,
and appraisals) and management representations obtained with respect to the
information provided)

10. Report Disclosure

10.1 The investment Entity Review Report shall include the value of the specified shares,
units, underlying investments or net assets as determined by the Preparer.

10.2 The Investment Entity Review Report shall include a statement of the key assumptions
made in arriving at the conclusion as to reasonableness to the extent such assumptions
differ from those made in the investment Entity valuation analysis being reviewed;
(Recommendation: the Reviewer should consider restating all key assumptions used in
the Investment Entity valuation analysis and indicate whether these assumptions are
being assumed to be complete and correct unless otherwise noted)

10.3 It is recommended that Investment Entity Review Reports also include the following
information:

A. A summary of the characteristics of the specified shares, units, underlying
investments or net assets of the Investment Entity that have an impact on value;
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B. A summary description of the scope of work and procedures performed by the

Reviewer that enabled the Reviewer to arrive at the conclusion as to whether or not

the value is reasonable;

C. Comments on the review performed that enabled the Reviewer to arrive at the

conclusion as to whether or not the value is reasonable; (Explanatory comment: the

level of disclosure should be sufficient for a reader to understand the basis of the

conclusion)

ID. Comments on the approach and techniques used by the Preparer to determine the

value of the components which comprise the specified shares, units, underlying

investments or net assets of the Investment Entity;

E. Comments on the strengths and weaknesses of subjective assessments made by the

Preparer; and

F. Comments on whether the analysis in the Investment Entity valuation analysis is

suitable for the stated purpose, with reasons and alternatives, as appropriate.

11. Report Restrictions and Qualifications

11.1 The Investment Entity Review Report shall disclose any restrictions that affect the

Reviewer’s conslusion, as noted below:

A. Where the Reviewer was limited in the scope of review or where information provided

to the Reviewer was substantially incomplete, disclosure should be made of the

limitation and of the incomplete information provided, the reasons given and the

potential impact on the conclusion; (Recommendation: the Reviewer should assess

whether the lack of access to relevant information is so significant as to limit his or

her ability to issue the Investment Entity Review Report. Additionally, as the scope of

review in such engagements is often limited to information obtained from the

Investment Entity or the Preparer without the Reviewer having access to the

management of the underlying investment(s) or net assets of the Investment Entity,

the Investment Entity Review Report in such circumstances should disclose that the

scope of review was limited to information obtained from the Investment Entity or the

Preparer) and

B. A statement that the nature and extent of review, analysis and corroboration

performed in connection with an Investment Entity Review Report is inherently

limited and that the conclusion expressed as to the reasonableness of the value of

the specified shares, units, underlying investments, or the net asset value of the

Investment Entity may have been different had review, analysis and corroboration

been performed that was sufficient to enable a value conclusion to be expressed in

accordance with the requirements of Standard 110.

11.2 It is recommended that the Investment Entity Review Report also disclose any restrictions

that affect the Reviewer’s comments, as noted below:

A. A statement restricting the use of the Investment Entity Review Report to the party for

whom it was prepared and only for the stated purpose;

B. A statement disclaiming responsibility for losses resulting from unauthorized or

improper use of the Investment Entity Review Report;

C. A statement giving the Reviewer the right to make revisions and/or further support

the conclusion under specified circumstances, such as when facts existing at the
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date of the Investment Entity Review Report become apparent to the Reviewer after
the Investment Entity Review Report is issued; and

0. A statement cautioning the reader that selecting portions of the analysis, without
considering all factors and analysis in the Investment Entity Review Report together,
could result in the misinterpretation of comments and analysis concerning value.
(Explanatory comment: the preparation of an Investment Entity Review Report is a
complex process and components cannot be viewed in isolation)

12. ConclusIon

12.1 The Investment Entity Review Report shall contain a conclusion as to whether or not the
value of the specified shares, units, underlying investments or net assets of the
Investment Entity as determined by the Preparer is reasonable. (Recommendation: the
conclusion should include reference to the Reviewer’s scope of review, key assumptions
relied upon, and any restrictions and/or qualifications in the Investment Entity Review
Report)

June 19, 2014

Copyright 2014 © The Canadian Institute of Chartered Business Valuators 5



THE CANADIAN INSTITUTE of

CHARTERED
BUSINESS
VALUATORS”

Standard No. 620
INVESTMENT ENTITY REVIEW REPORTS
SCOPE OF WORK STANDARDS AND RECOMMENDATIONS

1. Within this Standard, the person(s) responsible for the initial valuation of the specified
shares, units, underlying investments or net assets is referred to as the “Preparer”, and
the person(s) responsible for reviewing and assessing the reasonableness of the initial
valuation is referred to as the “Reviewer”.

2. An Investment Entity Review Report is defined as any written communication prepared
by a Valuator (the “Reviewer”) containing a conclusion as to the reasonableness of the
value of the specified shares, units, underlying investments or the net asset value of the
Investment Entity as determined by a manager of the Investment Entity or another party
(the “Preparer”).” An Investment Entity Review Report does not include work product that
is in the process of being completed that is provided to a client or knowledgeable third
party in circumstances where each of the following conditions are met: (i) the work
product is clearly marked as being in draft form and subject to change; (ü) the work
product is issued for the purpose of obtaining comment, instruction, confirmation or
other information required to complete the Investment Entity Valuation; (Hi) the Reviewer
knows, or reasonably ought to know, that the intended reader(s) does not intend to rely
on the work product or distribute the work product to a third party who may in turn rely on
such work product; and (iv) the Reviewer has a reasonable expectation at the time the
work product is provided that an Investment Entity Review Report will be completed and
issued in due course.

3. At a minimum, for all Investment Entity Review Reports the following procedures set out
in bold characters must be performed. “Recommendations” are not mandatory, but
encouraged. “Explanatory comments” provide additional guidance in applying the
specific provisions of the Standard.

4. General Standards

4.1 The following General Standards apply to all Investment Entity Review Reports:

A. The work shall be performed by a person or persons having adequate technical
training and proficiency in financial analysis and/or business valuation concepts,
principles and techniques, with due care and with an objective state of mind.

B. The work shall be adequately planned and properly executed. If assistants are
employed, they shall be properly supervised by a Member.

C. Sufficient evidence shall be gathered by such means as inspection, inquiry,
computation and analysis to ensure that the comments in the Investment Entity
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Review Report are properly supported. When determining the extent of evidence

necessary to support the Investment Entity Review Report, Reviewers shall exercise

professional judgment, considering both the nature of the Investment Entity Review

Report and the use to which the Investment Entity Review Reports will be put

D. The Reviewer shall perform the work in accordance with the Code of Ethics of the

Canadian Institute of Chartered Business Valuators.

E. When access to essential information is denied by the client or some other party, or

is otherwise unavailable to the Reviewer, any comments rendered by the Reviewer in

respect of such Investment Entity Review Report shall be qualified and clearly set out

as a limitation in the scope of work. (Recommendation: the Reviewer should assess

whether the lack of access to relevant information is so significant as to limit their

ability to issue the Investment Entity Review Report)

5. Specific Standards

5.1 The following Specific Standards apply to all Investment Entity Valuation Reports:

A. The Reviewer shall obtain clear instructions from the person requesting the

Investment Entity Review Report; (Recommendation: the Reviewer should assess the

necessity of obtaining an engagement letter in each circumstance); and

B. When planning the extent of the scope of work for a particular engagement, the

Reviewer shall obtain:

(i) Sufficient understanding of the subject of the Investment Entity Valuation

Report (examples— specified shares, units, underlying investments or the net

asset value of the Investment Entity, a business interest, shares, debt

instrument, etc.); (Explanatory comment: the Reviewer does not necessarily

need to obtain and review all material documentation referred to in the initial

valuation of the Preparer); and

(U) Sufficient understanding of the specified underlying investments or the net

assets of the Investment Entity.

June 19, 2014

.
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Standard No. 630
INVESTMENT ENTITY REVIEW REPORTS
FILE DOCUMENTATION STANDARDS AND RECOMMENDATIONS

1. Within this Standard, the person(s) responsible for the initial valuation of the specified
shares, units, underlying investments or net assets is referred to as the “Preparer”, and
the person(s) responsible for reviewing and assessing the reasonableness of the initial
valuation is referred to as the “Reviewer”.

2. An Investment Entity Review Report is defined as “any written communication prepared
by a Valuator (the “Reviewer”) containing a conclusion as to the reasonableness of the
value of the specified shares, units, underlying investments or the net asset value of the
Investment Entity as determined by a manager of the Investment Entity or another party
(the “Preparer”).” An Investment Entity Review Report does not include work product that
is in the process of being completed that is provided to a client or knowledgeable third
party in circumstances where each of the following conditions are met: (i) the work
product is clearly marked as being in draft form and subject to change; (H) the work
product is issued for the purpose of obtaining comment, instruction, confirmation or
other information required to complete the Investment Entity Valuation; (iii) the Reviewer
knows, or reasonably ought to know, that the intended reader(s) does not intend to rely
on the work product or distribute the work product to a third party who may in turn rely on
such work product; and (iv) the Reviewer has a reasonable expectation at the time the
work product is provided that an Investment Entity Review Report will be completed and
issued in due course,

3. At a minimum, file documentation for an Investment Entity Review Report shall consist of
the following items set out in bold characters. “Recommendations” are not mandatory,
but encouraged. “Explanatory comments” provide additional guidance in applying the
specific provisions of the Standard,

4. General Standards

4.1 The following General Standards apply to all Investment Entity Review Reports:

A. Work performed in the course of an Investment Entity Review Report shall be
maintained in an organized manner;

B. The form and extent of working papers shall suit the circumstances and needs of the
engagement for which they are prepared;

C. All documents and working papers evidencing the nature and extent of work
performed shall be retained for a reasonable time following completion of the
engagement; and
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D. The identities of the individual(s) performing the Investment Entity Review Report

engagement shall be documented.

5. Specific Standards

5.1 The following Specific Standards apply to all Investment Entity Valuation Reports:

A. A copy of the final issued Investment Entity Valuation Report shall be retained on file;

B. When the Reviewer has determined that an engagement letter is required, the

engagement letter shall be retained on file. When no engagement letter has been

received, the Reviewer’s file shall include a summary of the nature and purpose of

the mandate;

C. Summaries of key meetings, discussions and correspondence shall be retained on

file; and

D. The Reviewer shall either retain on file, or have access to, information upon which

he/she relied when conducting his/her review. At a minimum, a copy of the initial

valuation of the Preparer should be retained on file.

june 19, 2014

.

.
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Practice Bulletin No. I
GUIDANCE ON LIMITED CRITIQUE REPORTS
1. This practice bulletin provides clarification on the distinction between Limited Critique

Reports and other types of reports. Limited Critique Reports are fundamentally different
than Valuation Reports or Expert Reports in that they do not contain a valuation conclusion
or conclusion as to the quantum of financial gain/loss, or any conclusion of a financial
nature in the context of litigation or dispute, as the case may be.

2. Limited Critique Reports arise from an engagement where a Valuator is retained to provide
comments on another report. The provision of conclusions in a Limited Critique Report is
not permitted by Practice Standard No. 410.

3. The following is a summary of the various definitions set out in the Practice Standards as to
what comprises Valuation Reports, Expert Reports and Limited Critique Reports:

Standard No. 110 defines a Valuation Report as:

“any written communication containing a conclusion as to the value of
shares, assets or an interest in a business, prepared by a Valuator acting
independently.’

Standard No. 410 defines a Limited Critique Report as:

“any written communication containing comments on a report that was
prepared by a Member or non-Member containing a conclusion as to the
value of shares, assets or an interest in a business, or a conclusion as to the
quantum of financial gain/loss, or any conclusion of a financial nature in the
context of litigation or a dispute (the “Original Report’), prepared by a
Valuator (the “Reviewer”) that does not itself contain a valuation conclusion
or conclusion as to the quantum of financial gain/loss, or any conclusion of
a financial nature in the context of litigation or dispute.”

4. Valuators/Experts should carefully consider the substance and effect of any comments
contained in a Limited Critique Report to ensure that such communication does not
contain, or may reasonably be considered to contain, a valuation conclusion or
conclusion as to the quantum of financial gain/loss or any conclusion of a financial
nature in the context of litigation or dispute.

5. For example, a Limited Critique Report may comment that a particular element (or
elements) of value or gain/loss determination used in the report being critiqued contains
a mathematical error in its derivation or application. The Valuator/Expert may or may not
choose to illustrate the impact of the observed error on the value or gain/loss conclusion
contained in the report being critiqued. If the Valuator/Expert does choose to provide
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such an illustration, it should be clearly stated and that it does not constitute a

conclusion as to value or financial gain/loss.

6. However, the Valuator/Expert preparingthe Limited Critique Report cannot then conclude

that, after correction of the observed mathematical error, the resulting value or gain/loss

conclusion contained in the report being critiqued is appropriate.

7. If the comments presented, or their application, may reasonably be considered to be a

conclusion as to the value of shares, assets or an interest in a business, the quantum of

financial gain/loss or a conclusion of a financial nature in the context of litigation or

dispute, then the Practice Standards pertaining to Limited Critique Reports are not

appropriate. In such circumstances, the Practice Standards pertaining to Valuation

Reports or Expert Reports, as the case may be, are applicable.

8. While Practice Standard No. 410 pertaining to Limited Critique Reports requires that

such report caution the reader that it does not contain all the adjustments necessary for

the preparer of the Limited Critique Report to arrive at a conclusion on value or quantum

of financial gain/loss, such cautionary statements do not permit the Valuator/Expert to

avoid the necessity of following the Practice Standards that pertain to Valuation Reports

or Expert Reports, as the case may be.

October 7,2010

.

.
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Practice Bulletin No. 2
INTERNATIONAL GLOSSARY OF BUSINESS VALUATION TERMS
To enhance and sustain the quality of business valuations for the benefit of the profession and its
clientele, the below identified societies and organizations have adopted the definitions for the
terms included in this glossary.

The performance of business valuation services requires a high degree of skill and imposes upon
the valuation professional a duty to communicate the valuation process and conclusion, in a
manner that is clear and not misleading. This duty is advanced through the use of terms whose
meanings are clearly established and consistently applied throughout the profession.

If, in the opinion of the business valuation professional, one or more of these terms needs to be
used in a manner that materially departs from the enclosed definitions, it is recommended that
the term be defined as used within that valuation engagement.

This glossary has been developed to provide guidance to business valuation practitioners by
further memorializing the body of knowledge that constitutes the competent and careful
determination of value and, more particularly, the communication of how that value was
determined.

Departure from this glossary is not intended to provide a basis for civil liability and should not be
presumed to create evidence that any duty has been breached.

American Institute of Certified Public Accountants
American Society of Appraisers

Canadian Institute of Chartered Business Valuators
National Association of Certified Valuation Analysts

The Institute of Business Appraisers
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A
Adjusted Book Value Method — a method within the asset approach whereby all assets and

liabilities (including off-balance sheet, intangible, and contingent) are adjusted to their fair market

values. (NOTE: In Canada on a going concern basis)

Adjusted Net Asset Method — see Adjusted Book Value Method.

Appraisal — see Valuation.

Appraisal Approach — see Valuation Approach.

Appraisal Date—see Valuation Date.

Appraisal Method — see Valuation Method.

Appraisal Procedure — see Valuation Procedure.

Arbitrage Pricing Theory — a multivariate model for estimating the cost of equity capital, which

incorporates several systematic risk factors.

Asset (Asset-Based) Approach — a general way of determining a value indication of a business,

business ownership interest, or security using one or more methods based on the value of the

assets net of liabilities.

B
Beta — a measure of systematic risk of a stock; the tendency of a stock’s price to correlate with

changes in a specific index.

Blockage Discount — an amount or percentage deducted from the current market price of a

publicly traded stock to reflect the decrease in the per share value of a block of stock that is of a

size that could not be sold in a reasonable period of time given normal trading volume.

Book Value — see Net Book Value.

Business — see Business Enterprise.

Business Enterprise — a commercial, industrial, service, or investment entity (or a combination

thereof) pursuing an economic activity.

Business Risk — the degree of uncertainty of realizing expected future returns of the business

resulting from factors other than financial leverage. See Financial Risk.

Business Valuation — the act or process of determining the value of a business enterprise or

ownership interest therein.

C
Capital Asset Pricing Model (CAPM) — a model in which the cost of capital for any stock or

portfolio of stocks equals a risk-free rate plus a risk premium that is proportionate to the

systematic risk of the stock or portfolio.

Capitalization — a conversion of a single period of economic benefits into value.

Capitalization Factor — any multiple or divisor used to convert anticipated economic benefits of a

single period into value.

Capitalization of Earnings Method — a method within the income approach whereby economic

benefits for a representative single period are converted to value through division by a

capitalization rate.
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Capitalization Rate — any divisor (usually expressed as a percentage) used to convert anticipated
economic benefits of a single period into value.

Capital Structure — the composition of the invested capital of a business enterprise, the mix of
debt and equityfinancing.

Cash Flow — cash that is generated over a period of time by an asset, group of assets, or
business enterprise. It may be used in a general sense to encompass various levels of specifically
defined cash flows. When the term is used, it should be supplemented by a qualifier (for example,
“discretionary” or ‘operating”) and a specific definition in the given valuation context.

Common Size Statements — financial statements in which each line is expressed as a
percentage of the total. On the balance sheet, each line item is shown as a percentage of total
assets, and on the income statement, each item is expressed as a percentage of sales.

Control —the power to direct the management and policies of a business enterprise.

Control Premium — an amount or a percentage by which the pro rata value of a controlling
interest exceeds the pro rata value of a non-controlling interest in a business enterprise, to reflect
the power of control.

Cost Approach — a general way of determining a value indication of an individual asset by
quantifyingthe amount of money required to replace the future service capability of that asset.

Cost of Capital — the expected rate of return that the market requires in order to attract funds to
a particular investment.

D
Debt-Free — we discourage the use of this term. See Invested Capital.

Discount for Lack of Control — an amount or percentage deducted from the pro rata share of
value of 100% of an equity interest in a business to reflect the absence of some or all of the
powers of control.

Discount for Lack of Marketability — an amount or percentage deducted from the value of an
ownership interest to reflect the relative absence of marketability.

Discount for Lack of Voting Rights — an amount or percentage deducted from the per share
value of a minority interest voting share to reflect the absence of voting rights.

Discount Rate — a rate of return used to convert a future monetary sum into present value.

Discounted Cash Flow Method — a method within the income approach whereby the present
value of future expected net cash flows is calculated using a discount rate.

Discounted Future Earnings Method — a method within the income approach whereby the
present value of future expected economic benefits is calculated using a discount rate.

E
Economic Benefits — inflows such as revenues, net income, net cash flows, etc.

Economic Life — the period of time over which property may generate economic benefits.

Effective Date—see Valuation Date.

Enterprise — see Business Enterprise.

Equity — the owner’s interest in property after deduction of all liabilities.
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Equity Net Cash Flows — those cash flows available to pay out to equity holders (in the form of

dividends) after funding operations of the business enterprise, making necessary capital

investments, and increasing or decreasing debt financing.

Equity Risk Premium — a rate of return added to a risk-free rate to reflect the additional risk of

equity instruments over risk free instruments (a component of the cost of equity capital or equity

discount rate).

Excess Earnings — that amount of anticipated economic benefits that exceeds an appropriate

rate of return on the value of a selected asset base (often net tangible assets) used to generate

those anticipated economic benefits.

Excess Earnings Method — a specific way of determining a value indication of a business,

business ownership interest, or security determined as the sum of a) the value of the assets

derived by capitalizing excess earnings and b) the value of the selected asset base. Also

frequently used to value intangible assets. See Excess Earnings.

F
Fair Market Value — the price, expressed in terms of cash equivalents, at which property would

change hands between a hypothetical willing and able buyer and a hypothetical willing and able

seller, acting at arms-length in an open and unrestricted market, when neither is under

compulsion to buy or sell and when both have reasonable knowledge of the relevant facts. {NOTE:

In Canada. the term “price’ should be replaced with the term Thighest price”}

Fairness Opinion — an opinion as to whether or not the consideration in a transaction is fair from

a financial point of view.

Financial Risk — the degree of uncertainty of realizing expected future returns of the business

resulting from financial leverage. See Business Risk.

Forced Liquidation Value — liquidation value, at which the asset or assets are sold as quickly as

possible, such as at an auction.

Free Cash Flow — we discourage the use of this term. See Net Cash Flow.

G
Going Concern — an ongoing operating business enterprise.

Going Concern Value — the value of a business enterprise that is expected to continue to operate

into the future. The intangible elements of Going Concern Value result from factors such as

having a trained work force, an operational plant, and the necessary licenses, systems, and

procedures in place.

Goodwill — that intangible asset arising as a result of name, reputation, customer loyalty,

location, products, and similar factors not separately identified.

Goodwill Value — the value attributable to goodwill.

Guideline Public Company Method — a method within the market approach whereby market

multiples are derived from market prices of stocks of companies that are engaged in the same or

similar lines of business, and that are actively traded on a free and open market.

.
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Income (Income-Based) Approach — a general way of determining a value indication of a
business, business ownership interest, security, or intangible asset using one or more methods
that convert anticipated economic benefits into a present single amount.

Intangible Assets — non-physical assets such as franchises, trademarks, patents, copyrights,
goodwill, equities. mineral rights, securities and contracts (as distinguished from physical assets)
that grant rights and privileges, and have value for the owner.

Internal Rate of Return — a discount rate at which the present value of the future cash flows of
the investment equals the cost of the investment.

Intrinsic Value —the value that an investor Considers, on the basis of an evaluation or available
facts, to be the ‘true” or real value that will become the market value when other investors
reach the same conclusion. When the term applies to options, it is the difference between the
exercise price or strike price of an option and the market value of the underlying security.

Invested Capital — the sum of equity and debt in a business enterprise. Debt is typically a) all
interest bearing debt or b) long-term interest-bearing debt. When the term is used, it should be
supplemented by a specific definition in the given valuation context.

Invested Capital Net Cash Flows — those cash flows available to pay out to equity holders (in the
form of dividends) and debt investors (in the form of principal and interest) after funding
operations of the business enterprise and making necessary capital investments.

Investment Risk — the degree of uncertainty as to the realization of expected returns.

Investment Value — the value to a particular investor based on individual investment
requirements and expectations. (NOTE: in Canada, the term used is “Value to the Owner”}.

K
Key Person Discount — an amount or percentage deducted from the value of an ownership
interest to reflect the reduction in value resulting from the actual or potential loss of a key person
in a business enterprise.

L
Levered Beta — the beta reflecting a capital structure that includes debt.

Limited Appraisal — the act or process of determining the value of a business, business
ownership interest, security, or intangible asset with limitations in analyses, procedures, or scope.

Liquidity — the ability to quickly convert property to cash or pay a liability.

Liquidation Value — the net amount that would be realized if the business is terminated and the
assets are sold piecemeal. Liquidation can be either “orderly” or “forced.”

M
Majority Control — the degree of control provided by a majority position.

Majority Interest — an ownership interest greater than 50% of the voting interest in a business
enterprise.

Market (Market-Based) Approach — a general way of determining a value indication of a
business, business ownership interest, security, or intangible asset by using one or more
methods that compare the subject to similar businesses, business ownership interests,
securities, or intangible assets that have been sold.
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Market Capitalization of Equity — the share price of a publicly traded stock multiplied by the

number of shares outstanding.

Market Capitalization of Invested Capital — the market capitalization of equity plus the market

value of the debt component of invested capital.

Market Multiple — the market value of a company’s stock or invested capital divided by a

company measure (such as economic benefits, number of customers).

Marketability—the ability to quickly convert property to cash at minimal cost.

Marketability Discount — see Discount for Lack of Marketability.

Merger and Acquisition Method — a method within the market approach whereby pricing

multiples are derived from transactions of significant interests in companies engaged in the same

or similar lines of business.

Mid-Year Discounting — a convention used in the Discounted Future Earnings Method that

reflects economic benefits being generated at midyear, approximating the effect of economic

benefits being generated evenly throughout the year.

Minority Discount—a discount for lack of control applicable to a minority interest.

Minority Interest — an ownership interest less than 50% of the voting interest in a business

enterprise.

Multiple — the inverse of the capitalization rate.

N
Net Book Value — with respect to a business enterprise, the difference between total assets (net

of accumulated depreciation, depletion, and amortization) and total liabilities as they appear on

the balance sheet (synonymous with Shareholder’s Equity). With respect to a specific asset, the

capitalized cost less accumulated amortization or depreciation as it appears on the books of

account of the business enterprise.

Net Cash Flows — when the term is used, it should be supplemented by a qualifier. See Equity

Net Cash Flows and Invested Capital Net Cash Flows.

Net Present Value — the value, as of a specified date, of future cash inflows less all cash outflows

(including the cost of investment) calculated using an appropriate discount rate.

Net Tangible Asset Value — the value of the business enterprise’s tangible assets (excluding

excess assets and non-operating assets) minus the value of its liabilities.

Non-operating Assets — assets not necessary to ongoing operations of the business enterprise.

{NOTE: in Canada, the term used is Redundant Assets”}.

Normalized Earnings — economic benefits adjusted for nonrecurring, noneconomic, or other

unusual items to eliminate anomalies and/or facilitate comparisons.

Normalized Financial Statements — financial statements adjusted for non-operating assets and

liabilities and/or for nonrecurring, noneconomic, or other unusual items to eliminate anomalies

and/or facilitate comparisons.

0
Orderly Liquidation Value — liquidation value at which the asset or assets are sold over a

reasonable period of time to maximize proceeds received.
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P
Premise of Value — an assumption regarding the most likely set of transactional circumstances
that may be applicable to the subject valuation; e.g. going concern, liquidation.

Present Value — the value, as of a specified date, of future economic benefits and/or proceeds
from sale, calculated using an appropriate discount rate.

Portfolio Discount — an amount or percentage deducted from the value of a business enterprise
to reflect the factthat it owns dissimilar operations or assets that do not fit well together.

Price/Earnings Multiple — the price of a share of stock divided by its earnings per share.

R
Rate of Return — an amount of income (loss) and/or change in value realized or anticipated on
an investment, expressed as a percentage of that investment.

Redundant Assets — see Non-operating Assets.

Report Date — the date conclusions are transmitted to the client.

Replacement Cost New — the current cost of a similar new property having the nearest
equivalent utility to the property being valued.

Reproduction Cost New — the current cost of an identical new property.

Required Rate of Return — the minimum rate of return acceptable by investors before they will
commit money to an investment at a given level of risk.

Residual Value—the value as of the end of the discrete projection period in a discounted future
earnings model.

Return on Equity — the amount, expressed as a percentage, earned on a company’s common
equity for a given period.

Return on Investment—see Return on Invested Capital and Return on Equity.

Return on Invested Capital — the amount, expressed as a percentage, earned on a company’s
total capital for a given period.

Risk-Free Rate —the rate of return available in the market on an investment free of default risk.

Risk Premium — a rate of return added to a risk-free rate to reflect risk.

Rule of Thumb — a mathematical formula developed from the relationship between price and
certain variables based on experience, observation, hearsay, or a combination of these; usually
industry specific.

S
Special Interest Purchasers — acquirers who believe they can enjoy post-acquisition economies
of scale, synergies, or strategic advantages by combining the acquired business interest with
their own,

Standard of Value — the identification of the type of value being used in a specific engagement;
e.g. fair market value, fair value, investment value.

Sustaining Capital Reinvestment —the periodic capital outlay required to maintain operations at
existing levels, net of the tax shield available from such outlays,
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Systematic Risk — the risk that is common to all risky securities and cannot be eliminated

through diversification. The measure of systematic risk in stocks is the beta coefficient.

T
Tangible Assets — physical assets (such as cash, accounts receivable, inventory, property, plant

and equipment, etc.).

Terminal Value. see Residual Value.

Transaction Method — see Merger and Acquisition Method.

U
Unlevered Beta — the beta reflecting a capital structure without debt.

Unsystematic Risk — the risk specific to an individual security that can be avoided through

diversification.

V
Valuation — the act or process of determining the value of a business, business ownership

interest, security, or intangible asset.

Valuation Approach — a general way of determining a value indication of a business, business

ownership interest, security, or intangible asset using one or more valuation methods.

Valuation Date — the specific point in time as of which the valuator’s opinion of value applies

(also referred to as “Effective Date” or “Appraisal Date”).

Valuation Method -.- within approaches, a specific way to determine value.

Valuation Procedure — the act, manner, and technique of performing the steps of an appraisal

method.

Valuation Ratio — a fraction in which a value or price serves as the numerator and financial,

operating, or physical data serves as the denominator.

Value to the Owner — see Investment Value.

Voting Control —dejure control of a business enterprise.

w
Weighted Average Cost of Capital (WACC) — the cost of capital (discount rate) determined by the

weighted average, at market value, of the cost of all financing sources in the business

enterprises capital structure.

June 2001

.
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GUIDANCE ON TYPES OF VALUATION REPORTS
1. Practice Standard Nos. 110 and 120 apply to Valuation Reports that provide a conclusion

as to the value of shares, assets or an interest in a business. These standards provide for
three types of Valuation Reports (Comprehensive Valuation Reports, Estimate Valuation
Reports and Calculation Valuation Reports) that are distinguished by the scope of work, the
amount of disclosure provided and the level of assurance provided by the conclusion.

2. There is a distinction between report disclosure and scope of work. This Practice Bulletin
does not address matters concerning report disclosure as such matters are explicitly set
out in the Practice Standards. The purpose of this Practice Bulletin is to assist the Valuator
in (i) determining the extent of review, analysis and corroboration that is normally
appropriate for each of the three types of Valuation Reports; (ii) determining the suitability
of the three types of Valuation Reports for various purposes; and (Hi) assessing the impact
of the availability of information on the type of Valuation Report.

Scope of Work
3. Below is a summary of the extent of review, analysis and corroboration of significant

relevant information that is set out in Practice Standard No. 110 as being the basis of
conclusions in each of the three types of Valuation Reports.

Type of Valuation Report Extent of Review and Analysis Extent of Corroboration

Comprehensive Comprehensive review and Corroboration of
analysis of business and significant relevant
industry and all other relevant information and factors.
information and factors.

Estimate Limited review and analysis of Limited corroboration of
relevant information, significant relevant

information.

Calculation Minimal review and analysis of Little or no corroboration
relevant information, of significant relevant

information.
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4. During the course of a valuation mandate, Valuators generally consider and address the

following five categories:
(i) Economic environment;
(U) Industry in which the business operates;

(Hi) Company-specific non-financial information (e.g., ownership, business

background, management, and significant agreements);

(iv) Company-specific financial information (e.g., historical and future-orientated
financial statements); and

(v) Valuation context and assessments (e.g., performing valuation calculations using

various valuation techniques and methodologies).

5. Of the foregoing five categories Valuators bring their unique expertise and professional

judgement in particular to the category of valuation context and performing valuation

assessments. Therefore, even though the Valuator and his/her client may agree to an

engagement resulting in a more limited report than a Comprehensive Valuation Report,

there will generally be a lesser reduction in the scope of work related to the valuation

context and assessments than for other work areas, as illustrated by the table below.

Type of f Company Company
Valuation

Economic I Industry Specific Specific
Valuation Context and

Environment Context Non-Financial Financial
Report Assessments

Information Information

Comprehensive High High High High Extensive

‘

Estimate Moderate Moderate Moderate Moderate

N—

LessCalculation Low Low Low Low

Extensive

6. This table is provided only to illustrate a typical continuum of scope of work for different

types of reports, and is not intended to be prescriptive of what needs to be undertaken in

any particular valuation engagement. A determination of the extent of the scope of work to

be performed in each particular situation is necessarily a matter of professional judgement

that takes into account all of the relevant facts and circumstances including the

engagement agreed to between the client and the Valuator.

7. Comprehensive Valuation Report — In completing a valuation analysis that is suitable for a
Comprehensive Valuation Report, the Valuator must use reasonable efforts to obtain,

review, analyze and consider all available information and factors that could have a

significant affect on the conclusions reached. Further, this information should be

.

.
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corroborated using reasonable efforts to determine whether it can be relied upon for
purposes of arriving at a valuation conclusion. Comprehensive Valuation Reports provide
the highest level of assurance.

8. Estimate Valuation Report — In comparison to a Comprehensive Valuation Report, Estimate
Valuation Reports may be based on a more limited review, analysis and corroboration of
economic, industry and company-specific information and factors giving consideration to
the purpose of the valuation engagement, taking into consideration the cost of expanding
the extent of such review, analysis and corroboration in comparison to the added
assurance that will be achieved and the need for such assurance. The scope of work
undertaken to support the conclusions of Estimate Valuation Reports normally includes
review and analysis of economic, industry and other factors that could significantly affect
the conclusions reached.

9. Calculation Valuation Report — The required extent of review, analysis and corroboration of
economic, industry and company-specific information and factors in respect of a
Calculation Valuation Report may be very limited. The scope of work in these engagements
require the gathering of valuation research and the application of valuation techniques and
methodologies based on information that may be very limited and that may not have been
corroborated by the Valuator. Valuators in such circumstances may reasonably not be
aware of information or factors that could affect the conclusions reached to an extent that
may be significant. Calculation Valuation Reports provide the lowest level of assurance.

10. The following table provides illustrative examples of the continuum of the types of review,
analysis and corroboration that might be undertaken. Generally, this continuum
corresponds to the type of report being issued with the highest extent of review, analysis
and corroboration of information and factors being appropriate only for Comprehensive
Valuation Reports.

Extent of Review, Analysis Illustrative Examples of Review, Analysis
Information and Corroboration and Corroboration

Cash Flow Highest In-depth analysis of assumptions,
Projections p interviews of management, review and

I I assessment of supporting
documentation, research and analysis
of industry benchmarks.

Minimal level review of assumptions

Q and reliance on management
representations without in-depth

Lowest analysis, review, and/or assessment.

Real Property Highest Property appraisal report by qualified
Market Value p appraiser, at or near the valuation

date.

Management estimate or property tax
V assessment without in-depth analysis,

Lowest review, and/or assessment.
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11. The foregoing examples of review, analysis and Corroboration are provided only to illustrate

the continuum of the types of review, analysis and corroboration that might be undertaken

and are not intended to be prescriptive of what needs to be undertaken in any particular

valuation engagement. A determination of the extent of review, analysis and Corroboration

to be performed in each particular engagement is necessarily a matter of professional

judgement that takes into account all of the relevant facts and circumstances including the

level of assurance agreed to between the client and the Valuator.

Suitability of Valuation Report for Purpose Prepared

12. Practice Standard No. 110 states ‘The type of Valuation Report required is a matter to be

discussed and agreed on by the Valuator and the client, and then reflected in the terms of

engagement. In arriving at this agreement, the Valuator and the client should consider the

purpose for which the Valuation Report is being prepared, the availability of information on

which to a base a conclusion, and the client’s need for assurance. The Valuator should

also consider whether the type of Valuation Report will be credible for the purpose

intended...”

13. In reaching agreement with the client on the type of Valuation Report that is required, the

Valuator should assess whether the type of Valuation Report to be issued will be suitable

for the purpose for which it is to be prepared. The suitability of a Valuation Report to a

particular purpose is dependent on the nature of the assurance provided in connection

with the conclusion expressed. In making such assessments, fee and time constraints

related to an engagement should be viewed with caution. An engagement should not be

accepted for which the level of assurance to be provided by the Valuation Report is not

suitable for the purpose for which the Valuation Report is required.

14. The context for which the Valuation Report is being prepared and the extent of reliance that

the user of such report will likely place on the conclusions expressed in making a decision

or taking a course of action should be considered in determining the type of Valuation

Report that is suitable in a particular circumstance. The extent to which such decisions or

actions cannot be changed may influence the level of assurance that is required.

15. Some considerations that might be relevant in assessing the suitability of a particular type

of Valuation Report are as follows:

(i) Extent of reliance — the extent of reliance on the conclusion expressed will vary

based on the circumstances. For example, in an open market transaction, the

Valuation Report user may seek only a general indication of value as the market

of buyers has been satisfactorily canvassed and the price of a transaction will

ultimately be the result of negotiation or auction. A report that provides a lower

level of assurance may be suitable in this situation. In contrast, if an agreement

on the price for a transaction or a settlement is being entered into based only on

the conclusion expressed in the Valuation Report, the level of assurance that is

appropriate may be greater;

(U) Significance of the matter to the user — the degree of significance to the user

may increase the degree of assurance that is required;

(Ui) Preliminary nature of the matter — a user may require only a valuation conclusion

that is based on a limited scope of review for the purpose of making a

preliminary or interim assessment in the course of an extended matter;

(iv) Number of users of the report — where there is a high number of users, there

may be an increase in the need for assurance as the implications of a limited

scope of work may not be properly understood by all users;
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(v) Public availability — if the report will be disclosed or referred to in a public
document, there may be an increase in the need for assurance as the
implications of a limited scope of work may not be properly understood by all
potential users;

(vi) Contentious nature of the matter (or potential for being contentious) — if the
matter is (or has the potential for being) contentious, this increases the likelihood
that the Valuation Report will be used as evidence and may be the basis for a
judgment, which may increase the degree of assurance that is required; and

(vii) Regulations or agreements — regulatory authorities or relevant contracts!
agreements (eg., a shareholders agreement) may prescribe a certain type of
Valuation Report.

16. The foregoing considerations are illustrative and are provided only to assist in assessing
the suitability of a Valuation Report in various circumstances. These considerations are not
intended to be exhaustive or prescriptive of what type of Valuation Report should be issued
in any particular engagement. A determination as to whether the type of Valuation Report
to be issued will be appropriate for the purpose for which it was prepared is necessarily a
matter of professional judgement that takes into account all of the relevant facts and
circumstances.

Impact of Availability of Information on Type of Valuation Report
17. One of the considerations in determining the type of Valuation Report that is to be

prepared is the availability of information on which to base a conclusion. Information that
the Valuator might wish to consider in the scope of work for a Comprehensive Valuation
Report might not be necessary in the scope of work for an Estimate or Calculation
Valuation Report. The inability of the Valuator to have access to relevant information could
lead the Valuator to determine that it is not possible to prepare an unqualified Valuation
Report at one level of assurance but that the Valuator could still prepare an unqualified
Valuation Report at a lower level of assurance. In such situations, the Valuator should
consider whether a Valuation Report of a higher assurance level that expresses a
conclusion that is qualified by a scope limitation best serves the users of the Valuation
Report or whether an unqualified Valuation Report at a lower level of assurance should be
prepared.

18. Determining the impact of the availability of information on the type of Valuation Report to
be issued is a matter of professional judgement that takes into account all of the relevant
facts and circumstances including the purpose of the Valuation Report, the level of
assurance agreed to between the client and the Valuator and the significance of the
unavailable and/or missing information to the conclusion.

September 19. 2012
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GUIDANCE ON DEFINITION OF VALUATOR, EXPERT, REVIEWER
AND ASSISTANTS

1. The terms Valuator and Expert as referenced in Standards 110, 120, 130, 310, 320 or
330 and any appendices thereto, refer to the person having primary responsibility for
forming a conclusion from the information reviewed and reporting it in a Valuation Report
or Expert Report, as the specific case may be. There are two types of assistants that a
Valuator or Expert may utilize in the preparation of the Valuation Report or the Expert
Report: Conclusion Aiding Assistants; and, Non-Conclusion Aiding Assistants.

2. Conclusion Aiding Assistants perform functions of a substantive nature that have the
ability or perceived ability to influence the conclusion of the Valuator or Expert. These
assistants would include, but would not be limited to, a specialist or any other person
upon whose judgment the Valuator or Expert relies in forming a conclusion.

3. A Non-Conclusion Aiding Assistant is any person who performs functions related to the
engagement who is not a Conclusion Aiding Assistant. This would include, but would not
be limited to, a person whose sole responsibility is for typing a Valuation Report or an
Expert Report.

4. In the context of statements regarding independence and objectivity made with regard to
Standard Nos. 110 and 310, the term assistant refers onlyto a Conclusion Aiding Assistant.

5. The term Reviewer as referenced in Standards 410, 420 and 430 refer to the person
having primary responsibility for forming comments on the report reviewed and reporting
them in a Limited Critique Report. There are two types of assistants that a Reviewer may
utilize in the preparation of the Limited Critique Report. Comment Aiding Assistants; and,
Non-Comment Aiding Assistants.

6. Comment Aiding Assistants perform functions of a substantive nature that have the
ability or perceived ability to influence the comments of the Reviewer, These assistants
would include, but would not be limited to, a specialist or any other person upon whose
judgment the Reviewer relies in making comments.

7. A Non-Comment Aiding Assistant is any person who performs functions related to the
engagement who is not a Comment Aiding Assistant. This would include, but would not be
limited to, a person whose sole responsibility is for typing a Limited Critique Report.
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8. In the Context of statements regarding independence and objectivity made with regard to

Standard No 410, the term assistant refers only to a Comment Aiding Assistant.

October 7, 2010

.

.
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GUIDANCE AS TO WHEN COMMUNICATIONS ARE NOT VALUATION,
ADVISORY, EXPERT OR LIMITED CRITIQUE REPORTS
1. Standard No. 110 applies to Valuation Reports, Standard No. 210 applies to Advisory

Reports, Standard No. 310 applies to Expert Reports, and Standard No. 410 applies to
Limited Critique Reports. Members are required to comply with Reporting Standard Nos.
110, 210 and 310 when issuing written communications as to their conclusion of value,
of financial gain/loss or of a financial nature in the context of litigation and Reporting
Standard No. 410 when issuing communications containing comments on conclusions of
value, of financial gain/loss, or of a financial nature of others.

2. Members are often asked to assist, advise or consult on matters that are other than those
contemplated by Standard Nos. 110,210,310 and 410. The purpose of this Practice Bulletin
is to assist in a determination as to whether a particular communication is of a nature such
that the reporting standards are not intended to apply. In this regard, it considers
communications that (i) do not express a conclusion or (ii) are intended solelyfor internal use.
This Practice Bulletin can be summarized by the following decision tree.

Is the communication
written?

1. An essential component to which the Practice standards are intended to apply, is the
application or professional judgenient.
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Communications That Do Not Express A Conclusion

3. This Practice Bulletin provides assistance in identifying some circumstances in which

communications provided by Members do not result in the expression of a conclusion of

value, of financial gain/loss or of a financial nature in the context of litigation and

therefore for which Standard Nos. 110, 210 and 310 do not apply.

4. An essential component of conclusions expressed in Valuation/Advisory/Expert Reports

is the use of professional judgement. Circumstances where a Member is not required to

apply professional judgement are situations to which the Practice Standards are not

intended to apply.

5. In circumstances where the Member has determined that the communication does not

express a conclusion as contemplated by Standard Nos. 110, 210, or 310 and that such

Practice Standards are not applicable, the Member should take care to ensure that the

communication is not likely to appear to a reader to be a report that has been prepared

in compliance with Standard Nos. 110, 210 or 310.

6. It is generally desirable to include a statement in the communication to the effect that it

is the Member’s assessment that the Practice Standards do not apply to the

communication and the Practice Standards have therefore not been followed, such as

“This communication does not express a conclusion and is not a report as defined by the

Practice Standards of The Canadian Institute of Chartered Business Valuators”. However,

in the context of some communications such a statement may not be practical or

appropriate.

7. Some examples of communications that may not express a conclusion include:

a) Communication in the context of pricing strategy, planning and negotiation;

b) Illustrative pricing analyses for presentation to a prospective client in the context

of a mergers and acquisitions assignment;

c) Communication of valuation theory, approaches or methodologies; and

d) Communication in the nature of general advice which might include advice in

respect of strategy, approach or illustrative scenarios in the context of litigation

or a dispute.

e) In situations where a Member is unable to make a clear determination as to

whether or not a written communication contains the expression of a conclusion

as contemplated by the Practice Standards, it is advisable for the Member to

assume that a conclusion is being expressed and that the reporting standards

apply to the particular communication. Independence, or lack of independence,

is not an attribute that is relevant in a determination of whether or not a

communication contains a conclusion.

Internal Communications

9. In addition to communications that do not express the conclusion of the Member, there

are other circumstances where professional judgement may be applied but for which

the reporting requirements of the Practice Standards are reasonably not intended to

apply. These circumstances are limited to communications intended solely for internal

use. The term “internal communications” is intended to mean communications that are

intended for distribution and use solely within the same organization to which the
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Member belongs or is employed. For greater certainty, communications with clients or
their representatives should not be considered to be internal for the purposes of this
Practice Bulletin. While internal communications may express a conclusion or comment
on the conclusions of others that is based on professional judgement, the internal
nature of the relationship makes it potentially unnecessary for the Member to prepare
the communication in a manner that complies with the reporting requirements of
Standard Nos. 110, 210, 310 or 410. In these circumstances it would be reasonable
for the Member to conclude that, based on their professional judgement, it is not
necessary for the communication to comply with the reporting requirements of the
Practice Standards.

Written Communications

10. This Practice Bulletin deals with written communications. A written communication
includes all forms of written communication regardless of the medium used and, for
greater certainty, includes electronic media such as e-mail or documents transmitted by
such means. Oral communications are not intended to be subject to Standards Nos. 110,
210,310 or 410.

Purpose and Intent

11. This Practice Bulletin is not intended to suggest that it is appropriate for a Member to
choose not to follow the Practice Standards based on other considerations, including
matters such as time or fee constraints. A Member may not choose to not follow the
requirements of the Practice Standards when they are appropriate. In this regard,
nothing in this Practice Bulletin should be construed to allow a Member to “opt out” of
the Practice Standards or the minimum required reporting requirements set out therein.
Rather, the purpose of this Practice Bulletin is to assist the Member in a consideration as
to the factors to be taken into account in making a determination that the Standards do
not apply in a particular limited circumstance. While such matters are a question of
professional judgement, a failure to comply with applicable reporting standards is a
breach of the Code of Ethics.

December 4, 2009
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GUIDANCE ON DISCLOSURE OF RELIANCE ON FINANCIAL STATEMENTS
AND OTHER INFORMATION
1. Valuators/Experts should consider making specific reference to the nature of the

assurance associated with the financial statements relied upon in a reports scope of
review disclosures. In addition, they should consider disclosing in reports that
quantitative and qualitative information has been relied upon without the Valuator/Expert
necessarily having undertaken any audit, review or other procedures to verify the
accuracy of such information.

2. Valuators/Experts routinely rely upon a wide range of quantitative and qualitative
information, including financial statements, in preparing valuation or expert reports. In
the conduct of a valuation engagement the nature of the information relied upon and the
extent to which such information is Corroborated goes in part to the type of Valuation
Report that is issued (i.e. Comprehensive, Estimate or Calculation Report). It is a matter
of professional judgement, taking into account the importance of the information to the
conclusion arrived at in the context of the type of report to be issued, as to the nature
and extent of the procedures that the Valuator/Expert undertakes to determine the
veracity of information relied upon.

3. Reliance on financial statements that are internally prepared by the subject entity’s
management or which have not been subject to external audit or review would not
necessarily require that disclosure be made of a scope limitation. Practice Standards
110, 210 and 310 require disclosure be made in a Valuation or Expert Report where
there has been a scope limitation. The explanatory comment in the standards states “to
the extent that the scope of review has been significantly restricteg. or information
provided is substantially çpmlete the valuator must determine if an unqualified
conclusion can be provided. In deciding whether a scope limitation is appropriate where
internally prepared or limited assurance financial statements have been relied upon, the
Valuator/Expert should give consideration to such factors as whether the financial
statements have been prepared in accordance with generally accepted accounting
principles and whether any resulting necessary adjustments can be made by the
Valuator/Expert in their analysis.

4. Practice Standards 110, 210 and 310 require disclosure of the scope of review such that
the report clearly identifies the specific information on which the Valuator/Expert relied to
arrive at a conclusion. Regardless of whether disclosure of a scope limitation is made, it
is important that users of reports have sufficient information to be able to understand the
nature of the information that was relied upon, including any inherent limitations it may
have.
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5. The description of financial statements relied upon in disclosure of the scope of review

should specifically describe the financial statements with reference to the nature of any

external assurance that is associated with them or whether they were internally prepared

by the subject entity’s management or complied by an external party. Identification

should also be made of the provider of any external assurance or compilation service.

6. A Valuator/Expert should consider making disclosure in their report that they have not

audited, reviewed or otherwise undertaken any procedures to determine the veracity of

quantitative and qualitative information relied upon in arriving at a conclusion.

7. Suggested standard wording at the end of scope of review disclosure:

‘I did not undertake any audit, review or other procedures of any kind to
veriñj the accuracy or completeness of the above information, except as
specifically disclosed in this report.”

8. A Valuator/Expert should consider on an alternative or additional basis, disclosure of a

standard general assumption in connection with disclosure of key assumptions made in

arriving at the conclusion, such as:

41n arriving at the conclusion setout herein, I have assumed that all

quantitative and qualitative information provided to me is complete end
accurate. In particular, I have assumed that all financial statements and/or

financial information provided to me and upon which I have relied in arriving

at the conclusion expressed herein, present fairly, in all material respects,

the financial position of Company and its subsidiaries as well as the results

of operations and changes in financial position for the relevant periods.”

February 21, 2008

.
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GUIDANCE ON USE OF DRAFT REPORTS
1. Draft reports are by their nature work product that is in the process of being completed,

and any conclusions contained in such in process work product are potentially subject to
changes that could be material. Draft reports should only be distributed to clients, to their
clients’ agents and legal counsel, or to knowledgeable third parties in order to obtain
comments in respect of errors, omissions, misinterpretations, or other factors including
those that could have a material effect on the conclusions to be reached.

2. When draft reports are distributed, reasonable steps should be undertaken to prevent
reliance on them or use for any purpose other than to obtain comments in respect of
errors, omissions, misinterpretations or other factors. In particular, Valuators, Experts
and preparers of Limited Critique Reports should consider including in their engagement
letter, in correspondence circulated with draft reports, and in the draft report itself,
appropriate warnings that the draft report is a draft and is subject to: (i) comments
regarding the accuracy and completeness of certain information, (U) subsequent analysis,
and (hi) amendment and correction, and that such subsequent analysis, amendment or
correction could have a material effect on any conclusions contained in the draft report. It
is also appropriate to state that the draft report is not complete and that the intended
purpose of the draft report is to obtain comments in respect of errors, omissions,
misinterpretations or other factors, that such matters could have a material effect on the
conclusions contained in the draft report, that the draft report is not suitable for any
other purpose and may not be relied upon, and that it may not be disclosed to third
parties.

3. The distribution of draft reports for any purpose or in any other manner other than as
noted above is not appropriate.

June 17, 2009
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THE CANADIAN INSTITUTE OF CHARTERED BUSINESS VALUATORS

CODE OF ETHICS

PREAMBLE

The Code of Ethics of The Canadian Institute of Chartered Business Valuators (the
“Institute”) provides the essential principles and enduring ethical standards by which
Members of the Institute are expected to discharge their professional responsibilities to, and
conduct their relationships with, other Members, other professionals, the Institute and the
public.

The Code of Ethics represents the fundamental ethical principles of practice for Members
and is distinct from the Practice Standards of the Institute, which reflect the current best
practice in conducting valuation and expert work. Ethical principles are enduring and only
rarely subject to change, whereas the Practice Standards may adapt as the body of
knowledge and practice methods within the business valuation community evolve,

Being a Member carries the highest level of responsibility for maintaining and enhancing the
regard in which the Institute and its Members are held by fellow Members, other
professionals and the public, through a commitment to a high standard of behaviour,
honesty, prudence, competence, objectivity, truthfulness and impartiality. The Institute and
the public will refer to the Code of Ethics as a benchmark in the measurement of a
Member’s professional behaviour.

The Code of Ethics has two components — a statement of Ethical Principles and the Rules of
Professional Conduct.

The Institute issues Practice Guidelines to assist Members in understanding the Code of
Ethics. These Practice Guidelines are intended to provide a general indication of the
Institute’s interpretation of the meaning to be applied or implied to the Code of Ethics. The
Practice Guidelines follow the section of the Rules of Professional Conduct to which they
relate, and are denoted by the letter “G” preceding their numeric reference. The Practice
Guidelines are general in nature and are not intended to cover all situations.
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ETHICAL PRINCIPLES

The Rules of Professional Conduct centre on a number of Ethical Principles which are the

fundamental statements of acceptable professional conduct. These Ethical Principles are

summarized below:

A Member of the Institute shall:

1. Conduct himself/herself at all times in a manner which will maintain the good

reputation and integrity of the profession and the Institute and their ability to serve the

public interest;

2. Not engage in conduct or perform any act that, having regard to all of the

circumstances, would reasonably be regarded as disgraceful, dishonourable or

unprofessional:

3. Perform his/her professional services with integrity, good faith and due care, and

sustain and maintain his/her professional competence by keeping informed of, and

complying with, the Institute’s By-Laws, Code of Ethics and Practice Standards;

4. Hold himself/herself free of any influence in respect of, or interest in, a client’s affairs

which may impair, or reasonably be seen to impair, his/her professional judgement or

objectivity, except as specifically provided in The Rules of Professional Conduct;

5. Hold confidential the affairs of any client or former client and not disclose information

obtained in the course of his/her duties, except as specifically provided in The Rules of

Professional Conduct, or otherwise exploit any such information: and

6. Treat other Members with professional courtesy and consideration.
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RULES OF PROFESSIONAL CONDUCT

100 Maintain the Good Reputation and Integrity of the Profession

101 COMPLIANCE WITH By-LAws, CODE OF ETHICS AND PRACTICE STANDARDS

101.1 Members shall comply with the By-Laws, Code of Ethics and Practice Standards of
the Institute, as they may be Constituted from time to time, and with any order or
resolution of the Board of Directors of the Institute issued in pursuance of the
objects of the Institute, the By-laws or applicable law.

G1011 Members should not undertake any engagement where he/she is not
expected to abide by the By-Laws, Code of Ethics and Practice
Standards. Members cannot avoid their responsibilities under the By
Laws, Code of Ethics or Practice Standards simply by not appending or
referring to the “CBV” or “ELF’ designations or otherwise purporting to
not act as a Member in the provision of their professional services,

101.2 A Member who employs or retains and/or directly supervises non-members, including
Registered Students but excluding other professional firms, entities or individuals
providing services in the ordinary course of their profession shall ensure that those
non-members are informed of and shall make reasonable efforts to ensure that the
non-member abides by the By-Laws, Code of Ethics and Practice Standards of the
Institute when working on assignments on behalf of the Member.

101.3 For the purposes of paragraph 101.2, the reference to “other professional firms,
entities or individuals providing services in the ordinary course of their profession”
includes professionals, firms, entities and individuals providing services subject to the
professional rules and standards of another profession.

G101.3 The obligations of a Member to ensure that non-members are informed
of and to make reasonable efforts to ensure that the non-member
abides by the By-Laws, Code of Ethics and Practice Standards of the
Institute does not apply to the practice of other professionals, such as
appraisers, lawyers and accountants, who are bound by their own rules
of professional conduct and professional standards, who are providing
services in the ordina,’,’ course of their profession.

102 MAINTAINING PROFESSIONAL COMPErENCE

102.1 A Member shall maintain his/her professional competence and shall keep informed
of, and comply with, the By-Laws, Code of Ethics and Practice Standards of the
Institute.
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102.2 A Member shall only undertake to provide professional services which he/she is
competent to provide by virtue of training or experience, or is able to become
competent in without undue delay, risk or expense to the client.

103 ADVERTISING AND ENDORSEMENTS

103.1 A Member shall not advertise or solicit professional engagements, directly or indirectly,

in any manner which:

(i) contravenes professional good taste or fails to uphold an acceptable level of
professional courtesy;

(ii) reflects unfavourably on the competence or integrity of the profession, the
Institute or any Member (including comparing services or charges); or

(Hi) involves a statement which is inaccurate, false or misleading at the time the
statement is made.

104 WITHDRAwAL,/TERMINATION OF SERVICES

104.1 A Member shall not withdraw his/her services from a client except for good cause and
upon such notice appropriate in the circumstances.

104.2 The Member shall cooperate with reasonable requests of any successor on the
engagement where a Member has withdrawn or been terminated from an
engagement.

105 USE OF DESIGNATIONS

105.1 The designations “Chartered Business Valuator”, “CBV”, “Expert en evaluation

d’entreprises” and “EEE” (and any successor designations issued by the Institute from
time to time) attach to an individual Member and not to a partnership or corporation.
A Member may use these designations including on letterhead, business cards,
reports, articles or other promotional and advertising material, only in connection with
his/her name.

105.2 The designations “FCBV’ and “FEEF” attach to an individual Member and not to a
partnership or corporation. A Member who has been elected a Fellow of the Institute
may use the designation “FCBV” and “FEEE” including on letterhead, business cards,
reports, articles or other promotional and advertising material, only in connection with
his/her name.

105.3 Where the Institute has entered into strategic alliances with other professional
institutes and bodies, when approved by the Board of Directors of the Institute,
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Members may use designations which combine the designations of such other
institutes and bodies with the CBV or EEE designation, including on letterhead,
business cards, reports, articles or other promotional and advertising material, only in
connection with his/her name.

105.4 A Member or Members who are partners and wish to use the designation “Chartered
Business Valuators” and/or “Experts en evaluation d’entreprises” in conjunction with
the firm name of their partnership shall apply to the Institute for such permission.
Permission will be granted only if (and for so long as) all of the following criteria are
met:

(i) where the partnership name is comprised of names of individuals currently or
formerly practising with that partnership, the name must include only the names
of active Members in good standing with the Institute and deceased or retired
Members who were in good standing at the time of their death or retirement;

(ii) the majority of partners must be Members in good standing; and,

(iii) all reports prepared in accordance with the Practice Standards and issued after
such permission is granted must be signed by a Member.

105.5 A Member or Members who are shareholders of a corporation and wish to use the
designation “Chartered Business Valuators” and/or “Experts en evaluation
d’entreprises” in conjunction with the corporation name shall apply to the Institute for
such permission. Permission will be granted only if (and for so long as) all of the
following criteria are met:

(i) where the corporation name is comprised of names of individuals currently or
formerly practising with that corporation, the name must include only the names
of active Members in good standing with the Institute and deceased or retired
Members who were in good standing at the time of their death or retirement;

(ii) the majority of officers and directors of the corporation must be Members in
good standing;

(Hi) the corporation must be a private corporation in which the majority of the voting
shares and equity are held by Members (non-voting shares may be held by
Members and/or non-members); and,

(iv) all reports prepared in accordance with the Practice Standards and issued in
the name of the corporation after such permission is granted must be signed
by a Member.

105.6 Each Member who is a partner or shareholder of any partnership or corporation
referred to in 105.4 or 105.5 shall ensure that a statement, signed by a Member, that
the partnership or corporation has complied with the requirements of 105.4 or 105.5
as applicable, is filed with the Institute annually.
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105.7 A Member who is a member of another professional organization governing

business valuations may make reference to any designation issued by that other

organization, provided that such reference shall be to the specific designation and

not an altered version thereof. Where a Member is a partner in a partnership or a

shareholder in a corporation and other partners or shareholders hold designations

granted by such other organizations, such corporation and/or partnership shall be

entitled to refer to such specific designations (and not an altered version thereof)

and the Member shall be entitled to make reference to such designations (subject

to the applicable rules of the other organizations).

200 Abide by Code

201 FALSE OR MISLEADING DOCUMENTS AND ORAL REPRESENTATIONS

201.1 A Member shall not:

(i) sign or associate himself/herself with any letter, report, statement or

representation which he/she knows, or should know, is false or misleading; or

(H) make any oral report, statement or representation which he/she knows, or

should know, is false or misleading.

202 Dun To REPORT

202.1 A Member shall notify the Institute, in writing, of any apparent breach of the By-Laws,

Code of Ethics or Practice Standards of the Institute by a Member, provided that this

shall not apply to:

(i) a trivial (inconsequential or nominal) matter; or

(ii) a Member who is under a specific legal requirement imposed by law or any order

of a court or other authority which would preclude reporting of the breach; or

(Hi) matters which are known by the Member to already be under review by the

Conduct and Discipline Committee.

G202.1 If a Member (the “Reviewing Member”), upon reviewing the work of

another Member, is of the opinion that the other Member has not abided

by the By-Laws, Code of Ethics or Practice Standards of the Institute,

paragraph 202.1 of the Code of Ethics places an obligation on the
Reviewing Member to report this failure to the Conduct and Discipline

Committee as a complaint. In such circumstances the Reviewing Member

should consider the following:
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(I) If the client (itself or by its legal counsel) advises the Reviewing
Member in writing that filing the complaint may be prejudicial to the
client’s interests, the Reviewing Member may file the complaint with
the Institute with a request that the Conduct and Discipline
Committee delay processing the complaint until the matter of the
engagement is resolved, either by settlement or through a
substantive decision from the Arbitrator or the Court hearing the
matter.

(ii) It is in the discretion of the Conduct and Discipline Committee to
delay processing such complaint for any period of time that the
Committee considers appropriate having regard that such delay may
be prejudicial to the Member against whom the complaint is made
and the public interest generally.

300 Provision of Professional Services

301 IsSuANcE OF REPORTS AND JOINT REPORTS

301.1 A Member shall not:

(i) append to a report prepared in accordance with the Practice Standards a
name or a signature of any Member who neither did the work himself/herself,
nor had the work done under his/her supervision;

(H) omit any dissenting opinions or reference thereto in a joint report prepared in
accordance with the Practice Standards; or

(iii) issue a separate report prepared in accordance with the Practice Standards
where two or more Members have collaborated in an assignment to prepare a
joint report, except where such separate report is a dissenting opinion.

301.2 Two or more Members engaged by a single client to provide separate reports on the
same subject shall not collaborate or consult with one another, or make use of
another’s findings, without the written consent of the client. Any such reports based on
collaboration or consultation, or which make use of another valuator’s findings, shall
disclose the nature and extent of such collaboration, consultation or use.
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400 Independence, Fees and Conflict of Interest

401 INDEPENDENCE

401.1 A Member shall be entftled to accept an engagement to provide professional
services under circumstances where the Member performs the work on an
independent or non-independent basis in accordance with the Practice Standards.

401.2 A Member providing independent professional services shall, in respect of the
particular engagement, be and remain free of any influence, interest or relationship
which, in respect of the engagement, impairs the professional judgement or
objectivity of the Member or which, in the view of a reasonable observer, would
impair the professional judgement or objectivity of the Member.

401.3 As a minimum, when providing professional services on an independent basis, a
Member shall not:

(i) hold any financial or other interest which may affect directly or indirectly the
ability or reasonably perceived ability of the Member to provide such services
in an independent manner;

(U) contract for or accept a contingent fee or a fee based on the outcome of the
matter with regard to which the Member has been engaged;

(iii) contract for or accept compensation for services in the form of a commission,
rebate, division of brokerage commissions, or any similar form; or

(iv) receive any finder’s or referral fees.

G401.3 It is impossible to enumerate, and therefore paragraph 4013 of the Code
of Ethics does not attempt to enumerate, all of the circumstances, or
relationships that raise independence concerns. The factors listed are not
exhaustive, and are general guidance only; their application may depend
on particular facts and circumstances. A Member should also consider
other factors that would impair his/her independence with respect to a
particular engagement.

402 FEES AND REMUNERATION

402.1 A Member shall not hold, receive, bargain for, become entitled to or to acquire any
fee, remuneration or benefit related to a specific client without the client’s
knowledge and consent.

.
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403 CONFLICT OF INTEREST

403.1 A Member shall not provide professional services, on an independent basis, in
circumstances which result in, or could reasonably be perceived to result in, a conflict
of interest between the interests of the client and the interests of the Member,
his/her immediate family and any partnership or corporation of which he/she is a
partner or shareholder or employee.

G403.t As part of their considerations in respect of the existence of conflict of
interest or if there could reasonably be a perception of a conflict of interest
in respect of a particular engagement, Members should consider the
following matters:

(i) The determination of a conflict may include consideration of the
direct and indirect financial and other interests of the individual
Member, his or her immediate family, and any firm in which the
Member is a partner, shareholder or employee.

(ii) In circumstances where a Member has been approached by more
than one potential client with interests similar to those of an
existing client seeking to engage the Member with respect to all or
substantially all of the same assets or same legal action, the
Member is encouraged to ensure that he/she has made adequate
disclosure to, and obtained the written consent of all such clients.
In such circumstances, Members should consider resigning from
the engagement in the matter in the event that the clients’
interests become adversarial and to advise all such clients that
he/she may be required to resign in any such circumstances.

(iii) In circumstances where a Member has been approached to
provide professional services to a new client whose interests may
conflict with the interests of a former or existing client (or which
conflict with the interests of persons who were involved in, or
associated with the former or existing client), the Member should
make adequate disclosure to, and obtain the written consent from
the former or existing client and the potential new client.

(iv) In circumstances where a Member has been approached to
provide professional services to a new client whose interests
conflict with the interests of a former or existing client of the
Member (or which conflict with the interests of persons who were
involved in, or associated with the former or existing client in the
matter) in an independent matter wholly unrelated to any services
the Member has previously provided or is then providing for the
former or existing client, Members should ensure that there is no
conflicting interest that would adversely affect the Member’s
judgement on behalf of, or loyalty to the new client or where the
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Member might be prompted to prefer the interests of the new client
to those of the former or existing client.

(v) In circumstances where a Member has been approached to
provide professional services to a new client in a particular matter
whose interests conflict with the interests of a former or existing
client for whom the Member or an affiliated professional practice
provides other professional services wholly unrelated to the
professional services to be provided by the Member (such as
auditing services), Members should ensure that there is no
conflicting interest that would adversely affect the Members
judgement on behalf of, or loyalty to the new client, or where the
Member might be prompted to prefer the interests of the new client
to those of the former or existing client.

(vi) In circumstances where a Member has been approached to
provide professional services to a client for whom the Member or
an affiliated practice provides other professional services wholly
unrelated to the professional services to be provided by the
Member (such as auditing services), Members should ensure that
there is no conflicting interest that would adversely affect the
Members judgement.

403.2 A Member shall inform his/her client of any relevant business connections,

affiliations, or interest of the Member, his/her immediate family and of any

partnership or corporation in which he/she has an interest or by which he/she is

employed, of which the client might reasonably expect to be informed or which

might bear upon the matter of a conflict.

403.3 For purposes of paragraphs 403.1 and 403.2 the reference to “client” shall be

considered to be a reference to both the ultimate client (and its related entities), and

to any agent or intermediary (such as a law firm acting on behalf of its client) which

retains the Member.

500 Privacy and Confidentiality

501 CONFIDENTIALITY OF INFORMATION

501.1 A Member shall hold in strict confidence all confidential information concerning the

business and affairs of a client or former client, acquired in the course of the

professional relationship. No such confidential information shall be disclosed to

others except with the consent of such client or where required by law to do so. In

addition, such confidential information shall not be used by the Member for personal

advantage or the advantage of any other person. .
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501.2 Where a Member transfers from one firm to another, the Member shall ensure that
he/she does not disclose confidential information regarding a former client and the
Member shall not use such information to the detriment of the former client.

501.3 Notwithstanding paragraph 501.1. a Member shall be entitled to disclose information
which is confidential to the client in the following specific circumstances, but only to
the extent necessary for such purpose:

(i) to meet the peer review requirements of a professional practice as required
either by legislation or by membership in the profession and where such peer
reviewers appointed by such other body have accepted such appointment under
terms which confirm the continued confidentiality of the client’s information;

(ü) in order to defend the Member and/or his/her associates, partners or
employees against alleged professional misconduct;

(Ui) in any legal proceeding for recovery of unpaid professional fees and
disbursements; or

(iv) upon order or subpoena of a court of competent jurisdiction.

501.4 The obligations of a Member under section 500 generally shall not apply to a
disclosure of confidential information among clients which have jointly engaged the
Member in a matter, where the clients’ have jointly agreed that such information can
be disclosed to the other parties to the engagement.

600 Relations with Other Members

601 FALSE OR MALicious STATEMENTS

601.1 A Member shall not defame, slander, injure or attempt to injure by false or malicious
statements, or by innuendo, the professional reputation or prospects of any other
Member or other professional providing similar services,

602 CRITIcIsM OFA MEMBER

602,1 Interaction among Members shall be conducted in a professional and non
confrontational manner. If a Member is retained to analyze, review, or critique the
work or views of another Member, such work shall be done in a professional,
objective, and non-confrontational manner.
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700 Registered Students

701 APPLICATION TO REGISTERED STUDENTS

701.1 All provisions in the Code of Ethics shall be applicable to Registered Students of the
Institute, and all references to Members shall apply to Registered Students.

702 REFERENCE TO AFFILIATION

702.1 Registered Students of the Institute may make reference to their student affiliation
with the Institute, but shall at all times distinguish clearly between student affiliation
and membership status with the Institute.

C 702.1 Registered Students should disclose their affiliation with the Institute by
stating that they are a Registered Student of the Institute.

March 8, 2012

.

.
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Examination Rules
POLICY
The CICBV has course examinations in its Program of Studies and an annual Membership
Qualification Examination (MQE”). In this regard, keeping in mind the importance of fairness and
maintaining high academic standards as well as the responsibility of all Registered Students and
MQE Candidates (hereafter collectively referred to as individuals”) to abide by the CICBVs Code
of Ethics, the CICBV has established the following rules and policies pertaining to the writing of
examinations and the administration of examination centres on its behalf:

1. There shall be a least one invigilator for every thirty individuals present at an examination
centre.

2. Individuals who are writing a course exam in the Program of Studies or who are writing the
MQE, must write their examination electronically using Securexamt software2. Individuals
are obligated to ensure that their laptop is properly functioning with the Securexam software
prior to arriving at the exam center to write their exam.

3. Individuals are required to download the version of the Securexam software specified by the
CICBV (and by the stated deadline) in each semester. Individuals are not permitted to use
alternate versions of the software or to modify the software in any way.

4. IT proctors experienced with the Securexam software may be engaged by the CICBV to assist
invigilators at the examination center with addressing individuals computer issues related
to the Securexam software.

5. Individuals are required to be at the examination center 30 minutes prior to the scheduled
start time of the examination.

6. Individuals are to sign the examination register on entry to the examination room and provide
proof of their identity by showing government issued photo identification (e.g. driver’s
license, health card, passport, etc.). In the event that an individual does not have suitable
photo identification, they will be permitted to write the examination but as soon as is
practically possible they will be required to subsequently provide suitable identification to
the invigilator.

7, Individuals have the option of bringing the following items into the examination room:

1As of December 2014, the software used by the cICBV was Securexam Software, provided by Software Secure.
The CICBV, at its own discretion, has the right to change software and software providers.
2 In extenuating circumstances (which must be pre-approved by the Director of Education as an Exam
Accommodation), an individual may hand write their exam. Further, as outlined in Paragraph 19, when an individual
experiences a serious technical issue duringthe exam, he/she may complete the exam by hand.
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EXAMINATION RULES

• A wristwatch or small, noiseless clock

• Small ear plugs (headphones are not allowed)

• Pens and pencils

• Non-alcoholic beverages

• Calculators, provided they are silent with single-line or two-line display, incapable of

alpha storage. (Note: This means that all calculators with an alpha button will not

be allowed) A calculator that does not meet the above standard is not acceptable

for use. Substitute calculators will not be provide

• Laptop computer with Securexam software already installed by the individual.

Individuals will not be able to install the software at the examination center. If the

software has not been installed, the individual must write the examination by hand

• Power cord (individuals should also ensure that they have sufficient battery backup

in the unlikely event of a power supply interruption)

• One keyboard

• One mouse

S. Individuals are not permitted to bring any of the following into the examination room:

• Food (unless the individual presents to the exam invigilator the written authorization

of a physician)

• Books, reference materials, or paper

• Computers, other than those permitted with the use of the Securexam software

• Wireless (i.e., Bluetooth) computer accessories, other than those noted in point (7)

• Electronic data storage devices (USB keys3 will be provided by the exam invigilator

to those individuals writing electronically)

9. All bags, papers, books, and personal belongings are to be left in a location away from the

individuals’ examination desks, as designated by the invigilator, before the examination

question books are distributed.

10. All mobile phones, communication or other media devices must be turned to silent and left

with the individual’s personal belongings.

11. The exam invigilator will distribute USB keys. Only the individual’s examination number (in

the case of the MQE) or CICBV Student Identification Number (in the case of course

examinations) shall be used on the electronic exam and Securexam USB key to identify the

individual. Under no circumstances shall the individual note their name or any other

distinguishing mark in their response.

12. The invigilator will distribute the examination question papers facedown to every individual

before providing certain examination room rules, includingthe examination access password

for Securexam and instructing the individuals that they may commence the examination.

13. The invigilator shall delay the start of the examination if, in their discretion, the examination

facilities are not suitable for the purposes of writing the examination or for extenuating

circumstances that the invigilator is aware, such as, but not limited to, storms or transit

3 All individuals must upload the examination response file saved on their laptop to the Software Secure website.
All individuals must also save their examination response file on a uSB key. The examination response file on the

use key is a back-up measure taken in the event that the uploaded file is not retrievable.

2 The canadian Institute of chartered Business Valuators



EXAMINATION RULES

disruptions. If the start of the examination is delayed, the invigilator will notify the individuals
of the revised start time at least 15 minutes before the examination commences.

14. The identity of any individual who opens an examination question booklet before being
instructed by the invigilator that they may do so, or who continues to type after the time for
the writing the examination has elapsed, will be noted and reported by the invigilator to
CICBV. In such circumstances the individual’s examination may be disqualified.

15. Individuals are prohibited from attempting to communicate with the examiners, for example,
by writing or including personal notes or messages in their answer.

16. Individuals are not permitted to ask questions of an invigilator or IT proctor regarding an
examination question.

17. All examinations are closed book examinations and individuals are not permitted to use
reference materials other than as provided in the question booklet.

18. Individuals are not to leave the examination room during the course of the examination
without the permission of the invigilator. Permission will be granted for health related
matters and for washroom breaks. Any absences from the room will be recorded. Individuals
are to raise their hand and wait in their seat until the invigilator grants permission to leave
the room. Only one individual may leave the room at a time for washroom use. Individuals
should otherwise remain in the examination room until the end of the examination.

19. In the event that an individual has a Securexam-related computer issue:
• The invigilator or IT proctor will decide whether or not the Securexam help-line should

be contacted, and are the only individuals permitted to talk to the Securexam help
line.

• While (and if) an invigilator (or IT proctor) attempts to fix the issue on the individual’s
computer, the individual will be allowed to continue their examination by hand in a
booklet.

• If the invigilator (or IT proctor) is unable to rectify the issue within 15 minutes (which
includes any time spent with the Securexam help-line, if so decided), the individual
must complete the examination by hand.

• If the invigilator (or IT proctor) is able to rectify the issue within 15 minutes, the
individual may go back to using the computer. These individual will be given the
same amount of time after the examination to input their handwritten response into
their computer-written examination, as was spent by the examination center
authority correcting the issue (to a maximum of 15 minutes).

The handwritten part of the individual’s examination which was input into the
computer will be collected by the examination invigilator and will be identified to not
be marked.

The individuals who have been given extra time after the examination will not be
relocated. Individuals should be aware that there will be distractions as other
individuals are performing end-of-examination procedures.

20. For those individuals who had Securexam-related computer issues, the invigilator (or IT
proctor) will note the individual’s name, the specific amount of time they helped the
individual (i.e., 7:15-7:30), the issue for which the individual had which required assistance,
and the outcome.

21. The invigilator will give a fifteen minute warning before the end of the examination.
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EXAMINATION RULES

22. Individuals will be advised by the invigilator when it is time to stop writing. When advised to

stop writing, individuals must immediately cease typing and perform a final save.

23. The invigilator will provide end-of examination procedures to the individuals. Instructions

regarding end-of-examination procedures will not be repeated for individuals who have been

given extra time after the examination due to Securexam issues.

24. At the end of the examination, individuals are to remain seated until the invigilator has

collected all examination materials.

25. The invigilator shall walk around the examination room to collect the examination question

papers and USB keys (with the individuals’ uploaded examination answers) from the writers.

If the USB key is not submitted by an individual who wrote electronically, the individual’s

response may not be accepted.

26. At the end of the examination, individuals should initial the list confirming that a USS key

was handed in.

27. All examination question papers and USB keys with uploaded examination answers are the

property of CICBV and must be returned to the invigilator at the end of the examination.

28. In the event of a requirement to evacuate the examination room, individuals should leave all

examination material on their desk, exit the premises as appropriate and await further

instructions. Individuals shall refrain from discussingthe examination with anyone, and shall

refrain from usingtheir mobile phones, in such circumstances.

29. If the immediate region of the examination centre is affected by a major disruption, the time

of the writing of the examination for that particular examination centre may be delayed. In

such circumstances, CICBV will undertake reasonable steps to inform individuals of the

delay. Individuals will be required to sign an acknowledgment that they have not obtained

information regarding the contents of the examination questions before writing the

examination at a subsequent time. Such major disruptions may include, but are not limited

to, major storms, power outages, fire, flood or other catastrophic events or similar

circumstances.

30. Individuals are required to upload their final examination response files to the Software

Secure upload site no later than 4:00 pm EST on the day following their examination. If an

individual does not upload their examination response file by 4:00 pm EST on the day

following their examination, the individual’s response may not be accepted.

31. Any violation of these examination rules will result in the individual being informed of the

violation by the invigilator. The invigilator will not discuss the matter of the violation further

with the individual. The individual will be permitted to continue to write the examination.

32. The invigilator shall prepare a report regarding the operation of the examination centre and

document the particulars of any infractions of these rules or of any relevant circumstances

or events.

33. Any individual who, in the sole discretion of the President of the CICBV, is found to have

violated these examination rules or who has otherwise been found to have cheated may

have their examination disqualified. Such violation or action will be a consideration with

respect to any application that such individual may make for Membership in the CICBV.

Board of Directors
December 1, 2016
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