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THE TRUST

Brascan SoundVest Rising Distribution Split Trust (the “Trust™) is an investment trust established under the
laws of the Province of Ontario pursuant to a declaration of trust dated as of February 25, 2005 (the “Declaration of
Trust”). The manager of the Trust is Brookfield Investment Funds Management Inc. (“Brookfield Investment Funds
Management” or the “Manager”) (formerly Brascan Rising Distribution Management Ltd.) and the Trust’s
investment advisor is SoundVest Capital Management Ltd. (“SoundVest” or the “Investment Advisor”).
Computershare Trust Company of Canada is the trustee of the Trust (the “Trustee”). The Trustee and the Manager (or
any replacement thereof) will at all times be residents of Canada for the purposes of the Income Tax Act (Canada) (the
“Tax Act”). The head office of the Trust is located at 181 Bay Street, Suite 300, Toronto, Ontario, M5J 2T3.

The beneficial interest in the net assets and net income of the Trust is divided into trust units of equal value
(the “Capital Units”). The Trust also has preferred securities outstanding (the “Preferred Securities”) pursuant to a trust
indenture (the “Trust Indenture™) entered into on March 16, 2005 between the Trust and CIBC Mellon Trust Company
as indenture trustee (the “Indenture Trustee”). On March 16, 2005, the Trust completed its initial public offering of
7.3 million Capital Units and 7.3 million Preferred Securities at a price of $15.00 per Capital Unit and $10.00 per
Preferred Security, for gross proceeds of $180 million. The Capital Units and Preferred Securities commenced
trading on the Toronto Stock Exchange (“TSX”) on March 16, 2005 under the symbols “BSD.UN” and
“BSD.PR.A”, respectively.

Status of the Trust

The Trust is not considered to be a mutual fund under the securities legislation of the provinces of Canada.
Consequently, the Trust is not subject to the various policies and regulations that apply to mutual funds, including
National Instrument 81-102 of the Canadian Securities Administrators (“NI 81-102”).

The Trust is not a trust company and does not carry on business as a trust company and, accordingly, the
Trust is not registered under the trust company legislation of any jurisdiction. Capital Units and Preferred Securities
are not “deposits” within the meaning of the Canada Deposit Insurance Corporation Act (Canada) and are not
insured under provisions of that Act or any other legislation.

INVESTMENTS OF THE TRUST

Investment Objectives
The Trust’s investment objectives are the following:

(1 Preferred Securities: (a) to provide holders of Preferred Securities (“Securityholders’) with fixed
quarterly interest payments in the amount of $0.15 per Preferred Security ($0.60 per annum to
yield 6.0% per annum on the original subscription price of $10.00); and (b) to repay the original
subscription price at maturity; and

(i) Capital Units: to provide holders of Capital Units (“Unitholders™) with (a) tax efficient and
growing monthly cash distributions, a significant portion of which is tax deferred; and (b) capital
appreciation on the Portfolio (as hereinafter defined).

The Trust uses distributions from the Portfolio as follows: (i) to pay expenses of the Trust, including,
without limitation, interest on the Loan Facility (as hereinafter defined); (ii) to pay interest on the Preferred
Securities; and (iii) to distribute any remaining amounts to Unitholders.

The Trust has been created using a dual security structure which offers investors flexibility to select the type
of security and the tax character for distributions that is best suited to their investment needs. A higher proportion of
the amounts distributed to Unitholders are returns of capital, when compared to the distributions that they would
otherwise receive through a direct investment in securities making up the Portfolio. See “Description of the Units”.



Investment Strategy

The Investment Advisor seeks to achieve the Trust’s investment objectives by diligently selecting and
actively managing a diversified portfolio (the “Portfolio”) of securities of selected income funds that the Investment
Advisor believes may have the potential to increase their distributions over time or that have a demonstrated record
of increasing annual distributions to their securityholders. The Investment Advisor expects to hold the securities of
a select group of between 30 and 40 income funds at any one time.

The Investment Advisor uses a conservative, long-term “growing-concern” approach to the management of
investments in income funds and also applies a rigorous buy/sell discipline to all investments. The Investment
Advisor seeks to identify and invest in successful businesses which are run by strong and experienced management
teams and which are available at attractive prices. In managing the Portfolio, the Investment Advisor employs risk
management and risk reduction techniques to preserve and protect capital.

Securities selection for the Portfolio is based primarily on an assessment of the attractiveness of individual
income funds, including those which the Investment Advisor believes have the greatest potential to increase annual
distributions. This involves an in-depth review of the business carried on by each income fund, its prospects, its
management and its value. The Investment Advisor also assesses various macro factors to ensure diversification
amongst the various sectors of income funds and to enable the Trust to benefit from trends and other factors
affecting a particular sector. From a macro perspective, weightings in power generation and pipeline trusts (which
tend to be lower vyielding) are influenced by the Investment Advisor’s assessment of the level and direction of
interest rates; weightings in oil and gas royalty trusts are heavily influenced by the Investment Advisor’s assessment
of the level and direction of oil and gas prices; and weightings in real estate investment trusts (“REITs”) are affected
by the overall level of vacancies, rental rates and absorption rates in the various real estate classes and locations.
Business trusts tend to be less homogeneous as a category and are impacted individually by a wide variety of factors
and are thus less influenced as a group by macro factors.

The Investment Advisor’s examination of income funds incorporates an intensive and ongoing analysis of
the fundamentals of each income fund. As part of the process, the Investment Advisor generally: (a) conducts
interviews with the trust’s management, competitors and investment analysts; (b) assesses the competitive position
of the trust’s business, factors that affect the trust’s profitability, and the ability of the trust’s management to
effectively allocate capital; and (c) analyzes the capability of the trust to consistently earn a rate of return on its
invested capital which is meaningfully higher than its cost of capital.

The criteria used to select specific income fund for the Portfolio revolves around three key areas of
analysis: management, the micro-economics of the business and valuation.

Management

The Investment Advisor assesses the integrity, competence and track record of management of each income
fund by examining a number of factors including the following:

. cost control discipline;

. prudent assumptions for both maintenance and growth capital expenditures;
. conservative approach to the use of leverage;

. margin of safety in the trust’s pay-out ratio;

. customer and investor focus;

. selection of conservative accounting practices; and

. sound corporate governance.



Micro-economics

The Investment Advisor seeks the following factors in its selection of income fund investments:

sustainable competitive position in its chosen market place;

ability to consistently generate a steady or growing level of free cash flow on a per trust unit basis
through various economic cycles;

ability to distribute substantially all of its free cash flow to unitholders without impairing the
underlying prospects of the business; and

reasonable returns on invested capital with conservative leverage.

Valuation

The Investment Advisor seeks to invest in income funds that are priced below their intrinsic value.
However, if the intrinsic value of an income fund is growing at a meaningful rate, the Investment Advisor may
invest in such an income fund, particularly when cash distributions are at attractive yield levels. The Investment
Advisor determines intrinsic values using the following methods:

detailed discounted cash flow analysis;
private market valuation analysis based on standard metrics for the respective industry; and

comparative business analysis.

To assess the relative attractiveness of a particular income fund, its intrinsic value is compared with both its
market price and an expected trading range as determined by the Investment Advisor.

Investment Criteria

The Trust is subject to certain investment criteria that, among other things, limit the equity securities and
other securities the Trust may acquire for the Portfolio. The Trust’s investment criteria may not be changed without
the approval of the Unitholders by a two-thirds majority vote of those Unitholders who attend and vote at a meeting
called for such purpose. The Trust’s investment criteria for the Portfolio provide that the Trust may purchase:

(a)
(b)
(©)
(d)
(e)

units of business trusts;

units of power generation and pipeline trusts;
units of oil and gas royalty trusts;

units of REITSs; or

cash or cash equivalents, including indebtedness that has a remaining term to maturity of less than
one year and that is issued or fully guaranteed by the government of Canada or of a jurisdiction
thereof, the government of the United States and of certain other foreign countries having an
approved credit rating for the purposes of NI 81-102 (as if the Trust were subject to NI 81-102)
and certain Canadian or foreign financial institutions rated as short-term debt and having an
approved credit rating for the purposes of NI 81-102 (as if the Trust were subject to NI 81-102).

The Trust may also invest up to 10% of the value of its Portfolio assets in high-yielding, equity-based
securities (including but not limited to convertible securities and new income fund sectors) other than those listed
above and securities of issuers that have publicly announced their intention to convert to income funds. In the event



that an issuer whose securities are held by the Trust has converted its business to an income fund, such a conversion
may result in the Trust holding securities of a resulting successor company after the income fund conversion. The
Trust may hold securities of such successor companies having an aggregate value of up to 5% of the value of the
Portfolio for a transitional period in the discretion of the Investment Advisor, which amount forms a part of the
aforementioned 10% limit.

Income funds include income funds, enhanced income securities (also referred to as income deposit or
income participation securities), master limited partnerships and other similar securities structured to deliver a
largely yield-based return.

Income funds are generally funds structured to own debt and equity of an underlying company, or a royalty
in revenues generated by the assets thereof, which carries on an active business. The variety of businesses upon
which income funds have been created is broad, both in the nature of the underlying industry and assets and in
geographic location. Since 2000, a significant number of Canadian income funds have been created based on
Canadian businesses or assets, while others have been created in Canada based on U.S. businesses and assets. Since
distributions to holders of units of income funds are derived from the operation of an underlying business, many
with additional growth potential, the projected life of distributions and the sustainability of distribution levels tend to
vary with the nature of the business underlying the income fund. Generally, the income fund acquires equity and
debt securities of an operating entity with the proceeds of the issue of trust units. The operating entity typically
distributes cash flow from its assets to the income fund by means of dividends, interest and repayments of debt
principal. That portion of unitholder distributions that is not currently taxable to Unitholders is treated as a return of
capital and generally reduces the Unitholder’s adjusted cost base for tax purposes.

The Minister of Finance (Canada) has announced proposed changes to the Tax Act (the “SIFT Proposals™)
that significantly change the income tax treatment of most publicly traded trusts and partnerships (other than certain
REITs) and the distributions and allocations, as the case may be, from these entities to their investors. The SIFT
Proposals would impose a tax on certain income earned by a trust or partnership to which the proposals apply (a
“SIFT”) at a rate similar to a corporation and would treat distributions or allocations of such income to investors as a
dividend from a taxable Canadian corporation. The SIFT Proposals do not change the tax treatment of distributions
that are paid as a return of capital by SIFT trusts but there can be no assurance that the final legislation
implementing the SIFT Proposals will maintain such tax treatment. The SIFT Proposals will be effective for a
SIFT’s taxation year ending after 2006, except that the application will generally be delayed until the SIFT’s
taxation year ending after 2010 if the SIFT would have been a SIFT on October 31, 2006, had the SIFT Proposals
been enacted on that date. However, the deferral will be lost and the SIFT Proposals will apply immediately in any
taxation year ending after 2006 if the SIFT exceeds the normal growth limitations set out in guidelines concerning
normal growth released by the Department of Finance on December 15, 2006 (the “Normal Growth Guidelines™), as
may be amended from time to time, unless the excess arose from a prescribed transaction or if a trust or partnership
that would not have been a SIFT on October 31, 2006 subsequently becomes a SIFT at any time thereafter. The
Normal Growth Guidelines establish objective tests with respect to how much a SIFT is permitted to grow in the
interim period from November 1, 2006 to the end of 2010 without becoming immediately subject to the SIFT
Proposals. The Trust was established to provide investors with exposure to the Portfolio that includes securities of
income trusts (and may include securities of partnerships) to which these proposals may apply. At this time, the long
term impact of these proposed changes is uncertain. However, these proposed changes may reduce the tax
effectiveness of holding units of income trusts, and may negatively impact the value of income trusts units held by
the Trust.

Enhanced income securities, sometimes also referred to as income deposit or income participation
securities, are a more recently developed investment product derived from income funds. They were developed
primarily for U.S. businesses in the U.S. market but have now been offered in both the U.S. and Canada. These
securities are intended to replicate the economic attributes of income funds and are typically structured as receipts
representing underlying common shares and a specified principal amount of subordinated notes. Investors receive a
return on the securities, accordingly, that is generated by interest on the subordinated notes and dividends on the
underlying shares. Like income funds, they provide an efficient structure for distributing amounts earned from an
active, operating business, and can be used by a variety of types of businesses.
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The Trust purchases securities of Canadian issuers but may from time to time invest in foreign securities
which will primarily be securities issued by United States issuers.

Investment Restrictions

The Trust will not engage in any undertaking other than the investment of the Trust’s assets in accordance
with the Trust’s investment objectives, strategy and criteria specified herein. The Trust is subject to the following
investment restrictions pursuant to which the Trust will not;

(@)

(b)

(©)

(d)
(€)

()
(9)
(h)
(i)

invest more than 10% of the net assets of the Trust in the securities of any single issuer, other than
securities issued by the Government of Canada or a jurisdiction thereof;

for a period of more than 90 days have:

Q) less than 20% or more than 60% of the value of the Portfolio comprised of securities of
business trusts;

(ii) less than 10% or more than 50% of the value of the Portfolio comprised of securities of
oil and gas royalty trusts;

(iii) less than 5% or more than 45% of the value of the Portfolio comprised of securities of
REITs;
(iv) less than 5% or more than 35% of the value of the Portfolio comprised of securities of

power generation or pipeline trusts;
(v) more than 10% of the value of the Portfolio in cash or cash equivalents; or

(vi) more than 10% of the value of the Portfolio comprised of high-yielding, equity-based
securities other than income fund securities;

provided that, notwithstanding the foregoing, the Trust may, on the recommendation of the
Investment Advisor, deviate from the restrictions referred to in (i) to (iv) above so long as such
deviation would not result in a reduction of the rating of the Preferred Securities to less than Pfd-2
by Dominion Bond Rating Service Limited or an equivalent rating from S&P, Moody’s Investors
Service Inc., Fitch Ratings or any of their respective successors;

purchase or sell derivative instruments except as described under “Investments of the Trust — Use
of Derivative Investments”;

borrow money, other than under the Loan Facility;

make loans, provided that the Trust may engage in securities lending and may purchase and hold
debt obligations (including bonds, debt securities or other obligations and certificates of deposit,
bankers’ acceptances and fixed term deposits) in accordance with the Trust’s investment strategy,
objectives and criteria specified herein;

purchase real estate or real estate mortgage loans, other than units of REITS;

purchase or sell commodities or commodities contracts;

make short sales of securities or maintain short positions;

own more than 10% of any class of securities of any one issuer or purchase the securities of an
issuer for the purpose of exercising control over management of any issuer;



@)

(k)

(1

(m)

(n)

(0)

()

(@)
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guarantee the securities or obligations of any person other than the Manager, and then only in
respect of the activities of the Trust;

act as underwriter, except to the extent that the Trust may be deemed to be an underwriter in
connection with the sale of Portfolio securities;

make or hold any investment that would result in the Trust failing to qualify as a “unit trust”
within the meaning of paragraph 108(2)(b) of the Tax Act. Among other requirements, in order
for the Trust to so qualify:

M at all times at least 80% of the property of the Trust must consist of a combination of:
shares; property that, under the terms or conditions of which or under an agreement, is
convertible into, exchangeable for, or confers a right to acquire, shares; cash; bonds,
debentures, mortgages, hypothecary claims, notes and other similar obligations;
marketable securities; real property situated in Canada and interests in real property
situated in Canada; or rights to and interests in any rental or royalty computed by
reference to the amount or value of production from a natural accumulation of petroleum
or natural gas in Canada, from an oil or gas well in Canada or from a mineral resource in
Canada;

(i) not less than 95% of the Trust’s income for each year must be derived from, or from the
disposition of, investments described in (i) above; and

(iii) at no time may more than 10% of the Trust’s property consist of bonds, securities or
shares in the capital stock of any one corporation or debtor other than Her Majesty in
right of Canada or a province or a Canadian municipality;

make or hold any investment that would result in the Trust failing to qualify as a “mutual fund
trust” within the meaning of the Tax Act;

invest in or hold the securities of any non-resident corporation or trust or other non-resident entity
if the Trust would be required to include any significant amounts in income in respect of such
securities pursuant to proposed sections 94.1 or 94.3 of the Tax Act, or to mark to market its
investment in such securities in accordance with proposed section 94.2 of such Act, as set forth in
the proposed amendments to such Act dealing with foreign investment entities contained in Bill C-
33 (or amendments to such proposals, provisions as enacted into law or successor provisions
thereto);

invest in securities of a non-resident trust (or in interests in any partnership that holds interests in
such a trust) other than an “exempt foreign trust” as such term is defined in the proposed
amendments to the Tax Act dealing with non-resident trusts contained in Bill C-33
(or amendments to such proposals, provisions as enacted into law or successor provisions thereto);

make or hold any investment that is a “tax shelter investment” for purposes of section 143.2 of the
Tax Act; or

with the exception of securities of the Trust’s own issue, purchase securities from, sell securities
to, or otherwise contract for the acquisition or disposition of securities with the Manager or the
Investment Advisor or any of their respective affiliates, with any officer, director or shareholder of
any of them, with any person, trust, firm or corporation managed by the Manager or the
Investment Advisor or any of their respective affiliates or with any firm or corporation in which
any officer, director or shareholder of the Manager or the Investment Advisor may have a material
interest (which, for these purposes, includes beneficial ownership of more than 10% of the voting
securities of such entity) unless, with respect to any such purchase or sale of securities, any such
transaction is effected through normal market facilities, and the purchase price approximates the
prevailing market price.



The Trust will not be considered to have breached the investment restrictions set forth above and will not
be required to dispose of any security in the Portfolio as a result of changes to the value of such security, the
Portfolio or the total assets of the Trust as a whole (except for the restrictions in paragraphs (1), (m), (n), (o) and (p)
above which must be complied with at all times and which may necessitate the sale of Portfolio securities from time
to time) so long as any percentage restriction on investment or use of assets set forth above was adhered to at the
time of purchase. If the Trust receives from an issuer subscription rights to purchase portfolio securities of that
issuer, and if the Trust exercises those subscription rights at a time when the Trust’s holdings of Portfolio securities
of that issuer would otherwise exceed the limits set forth above, the exercise of those rights will not constitute a
violation of the investment restrictions if, prior to the receipt of Portfolio securities on exercise of those rights, the
Trust has sold at least as many Portfolio securities of the same class and value as would result in the restriction being
complied with.

Use of Derivative Instruments

The Trust may invest in or use derivative instruments for hedging purposes consistent with its investment
objectives and investment strategy and subject to its investment restrictions, as permitted by Canadian securities
regulators from time to time. For example, the Trust may use derivatives, including interest rate and foreign
exchange hedges with the intention of offsetting or reducing risks associated with an investment or group of
investments. These risks include currency value fluctuations, commodity price fluctuations, stock market risks and
interest rate changes.

Securities Lending

In order to generate additional returns, the Trust may lend Portfolio securities to borrowers acceptable to
the Trust pursuant to the terms of a securities lending agreement between the Trust and each borrower (a ”Securities
Lending Agreement”). Under a Securities Lending Agreement: (i) the borrower will pay to the Trust a negotiated
securities lending fee and will make compensation payments to the Trust equal to any distributions received by the
borrower on the securities borrowed; (ii) the securities loans must qualify as “securities lending arrangements” for
the purposes of the Tax Act as proposed to be amended; and (iii) the Trust will receive collateral security which it
may pledge as security as necessary under the Loan Facility.

MANAGEMENT OF THE TRUST

The Manager

Pursuant to a management agreement (the “Management Agreement”) dated as of February 25, 2005, the
Manager, Brookfield Investment Funds Management Inc. (formerly Brascan Rising Distribution Management Ltd.),
has been appointed to act as the manager of the Trust and has been given the authority to manage the activities and
day to day operations of the Trust, including providing and arranging for the provision of marketing and
administrative services required by the Trust. Under the Management Agreement, the Manager may delegate certain
of its duties to third parties. The Manager’s duties include: maintaining accounting records for the Trust;
authorizing the payment of operating expenses incurred on behalf of the Trust; preparing financial statements,
income tax forms and financial and accounting information as required by the Trust; calculating the net asset value
(“NAV”) of the Trust; ensuring that Unitholders are provided with financial statements and other reports as are
required by applicable law from time to time; monitoring the Trust’s compliance with regulatory requirements and
any applicable stock exchange listing requirements; preparing the Trust’s reports to Unitholders, the Canadian
securities regulatory authorities and any stock exchange on which the Preferred Securities and Capital Units are
listed; and negotiating contractual agreements with third party providers of services, including auditors and printers.
The Manager does not participate in the day to day management of the Portfolio. The Manager is registered as an
Advisor under the Securities Act (Ontario).

The Manager, a wholly-owned indirect subsidiary of Brookfield Asset Management Inc. (“Brookfield”),
founded and organized the Trust. On June 27, 2006, Brascan Rising Distribution Management Ltd. was
amalgamated into Brookfield Asset Management Inc. The Manager is located at 181 Bay Street, Suite 300, Toronto,
Ontario, M5J 2T3.
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The name and municipality of residence of each of the directors and officers of the Manager and their
principal occupations are as follows:

Name and Municipality Position with the Manager Principal Occupation

Bruce Robertson Director and President Managing Partner,

Toronto, Ontario Brookfield

Kevin Cash Director, Vice-President and VP Finance, Brookfield and
Toronto, Ontario Chief Financial Officer Chief Financial Officer, Centract

Residential Property Services

Carlo Perri Vice-President and Secretary Vice-President, Brookfield
Toronto, Ontario

Bruce Robertson, Director and President

Mr. Robertson is Managing Partner of Brookfield and has held this position since 1998. Between 1996 and
1998, Mr. Robertson held various positions within Brookfield and its affiliates, including that of Vice-President and
Chief Financial Officer of Brookfield and Vice-President, Investment Banking of Trilon Securities Corporation.
Prior to 1996, Mr. Robertson was a Vice-President with Deloitte & Touche Inc. Mr. Robertson is a Chartered
Accountant.

Kevin Cash, Director, Vice-President and Chief Financial Officer

Mr. Cash has been VP Finance of Brookfield since May 1, 2005. Mr. Cash is currently also the Chief
Financial Officer of Centract Residential Property Services, a division of Brookfield focused on servicing
transactions surrounding residential real estate transactions, and has held this position since 1999. Prior to joining
Brookfield, Mr. Cash was Director of Finance at Canbras Communications Corp., a publicly held subsidiary of Bell
Canada International.

Carlo Perri, Vice-President and Secretary

Mr. Perri has been a Vice-President of Brookfield since March of 2003 and is currently also a Vice-
President and Secretary of the Manager. He is responsible for the management and legal structuring of Brookfield’s
securitization programs, multi-seller conduits and retail structured transactions. Prior to joining Brookfield, Mr.
Perri was a Principal at a large Canadian independent securitization firm. Mr. Perri is a member of the Law Society
of Upper Canada and has earned an LL.B. from Osgoode Hall Law School and an M.B.A. and B.B.A. from the
Schulich School of Business.

The Management Agreement

Pursuant to the Management Agreement, the Manager is required to exercise its powers and discharge its
duties honestly, in good faith and in the best interests of the Trust and to exercise the care, diligence and skill of a
reasonably prudent person in the circumstances. The Management Agreement provides that the Manager will not be
liable in any way for any default, failure or defect in any of the securities comprising the investment Portfolio of the
Trust if it has satisfied the duties and the standard of care, diligence and skill set forth above. The Manager will
incur liability, however, in cases of willful misconduct, bad faith, negligence, disregard of the Manager’s standard of
care or by any material breach or default by it of its obligations under the Management Agreement.

Unless the Manager resigns or is removed as described below, the Manager will continue as manager until
the termination of the Trust. The Manager may resign if the Trust is in breach or default of the provisions of the
Management Agreement and, if capable of being cured, any such breach or default has not been cured within
30 days’ notice of such breach or default to the Trust and the Manager is deemed to have resigned if the Manager
becomes bankrupt or insolvent or in the event the Manager ceases to be resident in Canada for the purposes of the
Tax Act. The Manager may not be removed other than by an Extraordinary Resolution (as hereinafter defined) of
the Unitholders. In the event that the Manager is in material breach or default of the provisions of the Management
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Agreement and, if capable of being cured, any such breach or default has not been cured within 30 days’ notice of
such breach or default to the Manager, the Trustee shall give notice thereof to Unitholders and Unitholders may
direct the Trustee to remove the Manager and appoint a successor manager.

The Manager is entitled to fees for its services under the Management Agreement as described under “Fees
and Expenses” and will be reimbursed for all reasonable costs and expenses incurred by the Manager on behalf of
the Trust. In addition, the Manager and each of its directors, officers, employees and agents will be indemnified by
the Trust for all liabilities, costs and expenses incurred in connection with any action, suit or proceeding that is
proposed or commenced, or other claim that is made against, the Manager, or any of its officers, directors,
employees or agents, in the exercise of its duties as manager, except those resulting from the Manager’s willful
misconduct, bad faith, negligence, disregard of the Manager’s standard of care or material breach or default by the
Manager of its obligations under the Management Agreement.

The management services provided by the Manager under the Management Agreement are not exclusive to
the Trust and nothing in the Management Agreement prevents the Manager from providing similar management
services to other investment funds and other clients (whether or not their investment objectives and policies are
similar to those of the Trust) or from engaging in other activities.

Advisory Board

The Manager, on behalf of the Trustee and for the benefit of the Trust, has established an advisory board
(the “Advisory Board™) consisting of three members appointed by the Manager, two of whom are independent of the
Manager. The members of the Advisory Board are Bruce Robertson (Toronto, Ontario), James C. Bacon (Toronto,
Ontario) and John P. Barratt (Toronto, Ontario). The Advisory Board provides independent advice to the Manager
to assist the Manager in performing its services under the Management Agreement, including with respect to
conflicts of interest and potential conflicts of interest identified by the Manager.

The Manager will notify each member of the Advisory Board in writing of conflicts of interest or potential
conflicts of interest concerning the Manager or the Trust (other than such conflicts of interest or potential conflicts
of interest relating to matters with respect to which the approval of Unitholders is required under the Declaration of
Trust) and will consult with the Advisory Board in respect of such conflicts of interest or potential conflicts of
interest.

All fees and expenses of the Advisory Board are paid by the Trust and the regular fees and expenses of the
Advisory Board are included in the Trust’s annual operating expenses. See “Fees and Expenses — Fees and Other
Expenses”. In addition, the Advisory Board has the authority to retain independent counsel or other advisors if the
Advisory Board deems it appropriate to do so. The Trust is responsible for the fees and expenses of any such
experts which may be retained.

The members of the Advisory Board will be indemnified by the Trust. The Advisory Board members are
not responsible for the investments made by the Trust, or for the performance of the Trust. The members of the
Advisory Board may serve in similar capacities in respect of other entities managed by the Manager.

James C. Bacon is currently a business consultant and corporate director, serving on a number of boards of
directors.  Previously, between 1995 and 1998, Mr. Bacon served as Chairman of the Board of NBS
Technologies Inc., a manufacturer of products for the financial services industry. Prior thereto, Mr. Bacon spent
over six years at Consumers Packaging Inc., a supplier of glass and plastic packaging materials, the last four years of
which were as President and Chief Executive Officer. Mr. Bacon is a Professional Engineer.

John P. Barratt is currently a corporate director and serves as the Board Liaison Officer of The Caldwell
Partners International. The Caldwell Partners International is a Canadian based human capital services company.
Mr. Barratt acted as the court-appointed Responsible Person and Liquidation Manager of Beyond.com Corporation,
Debtor-in-Possession, a US Chapter 11 Bankruptcy case, in which capacity Mr. Barratt reported to the court and the
U.S. Trustee’s Office. From September 2000 until the date of its Chapter 11 bankruptcy filing, Mr. Barratt acted in
the capacity of Chief Operating Officer of Beyond.com Corporation, an electronic fulfillment provider. Between
1996 and 2000, Mr. Barratt was partner in residence with the Quorum Group of Companies, an international
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investment partnership specializing in providing debt and/or equity capital coupled with strategic direction to
emerging technology companies. Between 1988 and 1995, Mr. Barratt held a number of positions with Coscan
Development Corporation, a real estate development company, the last position of which was Executive Vice-
President and Chief Operating Officer. Mr. Barratt currently serves on a number of boards of directors and is
Chairman of the Credit Committee for the Bank of China (Canada).

The Investment Advisor

Pursuant to an investment advisory agreement (the “Investment Advisory Agreement”) dated as of
February 25, 2005, the Investment Advisor, SoundVest Capital Management Ltd., has been retained by the Manager
to provide investment advisory and portfolio management services to the Trust.

SoundVest was established in 1970, is registered as an investment manager with securities commissions in
both Canada and the United States and is located at 100 Sparks Street, Ottawa, Ontario, K1P 5B7. SoundVest is
50% owned by Brookfield and 50% owned by entities controlled by Kevin Charlebois. In March 2003, the
Investment Advisor’s name was changed from Queensway Investment Counsel Limited to SoundVest Capital
Management Ltd. From 1970 to 1996, the Investment Advisor’s name was JRF Financial Consultants Ltd.

The individual who is primarily responsible for managing the investments within the Trust’s Portfolio is
Kevin Charlebois, who is supported by a team of experienced professionals.

The employees of the Investment Advisor who are involved in the provision of investment management
services by the Investment Advisor to the Manager under the Investment Advisory Agreement re as follows:

Name and Municipality Principal Occupation and Position with the Investment Advisor
Kevin Charlebois, CFA President and Chief Investment Officer
Ottawa, Ontario

Ernest Meszaros, CFA Vice-President and Portfolio Manager
Ottawa, Ontario

Scott Jarvis, CA, CMC, Portfolio Manager and Analyst

CFA

Ottawa, Ontario

Brian Durno, CFP, CFA Analyst

Ottawa, Ontario

Seth Powter, CFA Analyst

Ottawa, Ontario

Kevin Charlebois

Mr. Charlebois is the President and Chief Investment Officer of SoundVest and is primarily responsible for
providing investment advisory and portfolio management services for the Trust. Mr. Charlebois earned a Bachelor
of Commerce degree from Carleton University (1974) and joined the company in 1975. He has managed
investments in Canadian and U.S. stocks, bonds, money market, mortgages, real estate, venture capital, private
placements and high yielding equities since that time. His experience in high yield equities dates back to the 1970s
with direct, private investments in real estate and mortgages, and in oil and gas properties on behalf of pension fund
clients. He has been involved in the public market for income funds since its inception in the mid-1980s. In addition,
Mr. Charlebois has created and taught finance courses at Carleton University, is past Chairman of the Finance
Committee of the School of Business at Algonquin College, is a past director of the Ottawa-Carleton Board of Trade
(and past Chairman of the Board’s Finance and Taxation Committee), a past Chairman of the Young Professional
Associates, a past director of the Foundation of the Ottawa General Hospital and a former President of the Ottawa
Chapter of Financial Analysts. Mr. Charlebois is a Chartered Financial Analyst charterholder.
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Ernest Meszaros

Mr. Meszaros is a Vice-President and a Portfolio Manager with SoundVest and is responsible for Canadian
and U.S. fixed income and preferred stock operations. Mr. Meszaros earned a Bachelor of Science degree from
McMaster University (1980) and a Master of Business Administration with a major in Finance from York
University (1985). Mr. Meszaros joined the Investment Advisor in June 1998 after working for ten years as the
senior fixed income manager for Canada Mortgage and Housing Corporation (“CMHC?). Prior to joining CMHC,
Mr. Meszaros was an investment manager with the Ontario Treasury and Public Trustee of Ontario for three years.
Mr. Meszaros is a Chartered Financial Analyst charterholder.

Scott Jarvis

Mr. Jarvis is a Portfolio Manager and an Equity Research Analyst with SoundVest. Mr. Jarvis earned an Honours
Bachelor of Commerce degree from Queen’s University (1993). Mr. Jarvis joined SoundVest in November 2002
after working for five years with Ernst & Young LLP in its Corporate Finance group where he was involved with
financings, mergers and acquisitions, and business valuations. Prior to joining Ernst & Young LLP, Mr. Jarvis
worked four years with Deloitte & Touche LLP in its Audit and Business Systems groups. Mr. Jarvis is a Chartered
Accountant, Certified Management Consultant, and Chartered Financial Analyst charterholder.

Brian Durno

Mr. Durno is an Equity Research Analyst with SoundVest. Mr. Durno earned an Honours Bachelor of
Commerce degree from Queen’s University (1995). Mr. Durno joined SoundVest in July 2004 after working for
four years with Canadian Imperial Bank of Commerce (“CIBC”) in its Wealth Management division where he was
responsible for providing investment education and training to CIBC’s financial advisors. Prior to joining CIBC,
Mr. Durno worked for three years with Investors Group Financial Services, providing investment planning advice to
individual clients. Mr. Durno is a Certified Financial Planner, and a Chartered Financial Analyst charterholder.

Seth Powter

Mr. Powter is an Equity Research Analyst with SoundVest. Mr. Powter earned a Bachelor of Business
Administration with a major in Finance from Bishop’s University (1996). Mr. Powter joined SoundVest in 2004
after working for three years with Salomon Smith Barney’s Investment Banking division in London, England, where
he was involved in mergers and acquisitions, business valuations and financings. While at Salomon Smith Barney,
Mr. Powter also completed a rotation in Hong Kong, where he was involved in financings for clients throughout
Southeast Asia. Prior to joining Salomon Smith Barney, Mr. Powter worked for three years with RBC Dominion
Securities’ Mergers & Acquisitions and Corporate Finance groups. Mr. Powter is a Chartered Financial Analyst
charterholder.

In November 2000, upon the resignation of certain directors and to satisfy certain Canadian regulatory
requirements, Kevin Charlebois became a director of a holding company which was, at that time, engaged in
restructuring negotiations. In May 2001, the negotiations terminated, all of the directors including Mr. Charlebois
resigned, and a receiver to the company was appointed.

The Investment Advisory Agreement

The Investment Advisor manages the Portfolio in a manner consistent with the investment objectives,
strategy, criteria and restrictions of the Trust pursuant to the Investment Advisory Agreement. The services
provided by the Investment Advisor pursuant to the Investment Advisory Agreement include providing investment
advice in respect of the Portfolio in accordance with the investment objectives, strategy and criteria of the Trust, and
subject to the investment restrictions. In the purchase and sale of securities for the Trust, the Investment Advisor
seeks to obtain overall services and prompt execution of orders on favourable terms.

Under the Investment Advisory Agreement, the Investment Advisor is required to act at all times on a basis
which is fair and reasonable to the Trust, to act honestly and in good faith with a view to the best interests of the
Trust and, in connection therewith, to exercise the degree of care, diligence and skill that a reasonably prudent
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person would exercise in the circumstances. The Investment Advisory Agreement provides that the Investment
Advisor will not be liable in any way for any default, failure or defect in any of the securities of the Trust, nor will it
be liable if it has satisfied the duties and standard of care, diligence and skill set forth above. The Investment
Advisor may, however, incur liability in cases of willful misconduct, bad faith, negligence, disregard of the
Investment Advisor’s standard of care or material breach or default by the Investment Advisor of its obligations
under the Investment Advisory Agreement.

The Investment Advisory Agreement, unless terminated as described below, will continue in effect until the
termination of the Trust. The Manager may terminate the Investment Advisory Agreement if the Investment
Advisor has committed certain events of bankruptcy or insolvency or is in material breach or default of the
provisions thereof and, if capable of being cured, such breach has not been cured within 30 days after notice thereof
has been given to the Investment Advisor and the Trustee by the Manager. Except as described above, the
Investment Advisor cannot be terminated as the investment advisor to the Trust without Unitholder approval. See
“Declaration of Trust and Unitholder Matters — Meetings of Unitholders and Extraordinary Resolutions”.

The Investment Advisor may terminate the Investment Advisory Agreement if the Trust is in material
breach or default of the provisions thereof and, if capable of being cured, such breach or default has not been cured
within 30 days of notice of same to the Manager and to the Trustee or if there is a material change in the investment
objectives, strategy or criteria or investment restrictions of the Trust. If the Investment Advisory Agreement is
terminated, the Manager will promptly appoint one or more successor investment managers to carry out the
activities of the Investment Advisor until a meeting of Unitholders is held to confirm such appointment.

The Investment Advisor is entitled to fees for its services which are payable by the Manager under the
Investment Advisory Agreement as described under “Fees and Expenses” and is reimbursed for all reasonable costs
and expenses incurred by the Investment Advisor on behalf of the Trust. In addition, the Investment Advisor and its
directors, officers, employees and agents, will be indemnified by the Trust for all liabilities, costs and expenses
incurred in connection with any action, suit or proceeding that is proposed or commenced, or other claim that is
made against the Investment Advisor or any of its officers, directors, employees or agents, in the exercise of its
duties as an investment advisor, except those resulting from the Investment Advisor’s willful misconduct, bad faith,
negligence, disregard of the Investment Advisor’s standard of care or material breach or default by the Investment
Advisor of its obligations under the Investment Advisory Agreement.

Proxy Voting Policies and Procedures

The Manager has adopted written policies on how proxies associated with securities held by the Trust will
be voted. In general, these policies require that the all proxies will be voted on behalf of the Trust in a manner that is
consistent with the best interests of the Trust and Unitholders. The Manager has delegated its responsibilities in this
regard to the Investment Advisor, and pursuant to the following proxy voting policy:

€)] the Investment Advisor votes all proxies;

(b) the Investment Advisor conducts all analysis and due diligence necessary to vote proxies in a
manner that is consistent with the best interests of the Trust and Unitholders;

(©) the Investment Advisor generally votes with management on routine matters relating to the
operation of an issuer that are not expected to have a significant economic impact on the issuer
and/or the securityholders unless it is determined that supporting management’s position would
not be in the best interests of the Trust and Unitholders; and

(d) the Investment Advisor reviews and analyzes on a case-by-case basis, non-routine proposals that
are more likely to affect the structure or operation of the issuer and to have a greater impact on the
value of the investment.

In certain circumstances the Investment Advisor may have a conflict of interest in voting proxies on behalf
of the Trust. If it is determined that the conflict is not material, the Investment Advisor may vote proxies
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notwithstanding the existence of a conflict. If it is determined that the conflict is material, the conflict will be
disclosed to the Manager and the Investment Advisor will be required to follow the instruction of the Manager.

A copy of the polices and procedures that the Trust follows when voting proxies relating to portfolio
securities is available on request, at no cost, by calling collect to 416-956-5145 or by writing to the Manager at P.O.
Box 762, Suite 300, BCE Place, 181 Bay Street, Toronto, Ontario, M5J 2T3.

The Manager will prepare an annual proxy voting record for the 12-month period ending on June 30. This
annual proxy voting record will be made available no later than August 31 of each year through the Internet at
www.brookfieldfunds.com and will also be available to any Unitholder on request, at no cost.

The Trustee

Computershare Trust Company of Canada is the trustee of the Trust under the Declaration of Trust. The
address of the Trustee is 100 University Avenue, Toronto, Ontario M5J 2Y1.

The Trustee or any successor trustee may resign upon 60 days’ written notice to Unitholders and the
Manager or such lesser notice as the Manager may accept. The Trustee is required to resign at the request of the
Manager in certain circumstances. The Trustee may be removed with the approval of a majority of the votes cast at
a meeting of Unitholders called for such purpose. Any such resignation or removal shall become effective only
upon the appointment of a successor trustee. If the Trustee resigns or is removed, its successor may be appointed by
the Manager. If the Trustee is removed by Unitholders, the appointment of its successor must be approved by
Unitholders. If, after the resignation of the Trustee, no successor has been appointed within 90 days, the Trustee, the
Manager or any Unitholder may apply to a court of competent jurisdiction for the appointment of a successor
trustee.

The Declaration of Trust provides that the Trustee will not be liable in carrying out its duties thereunder
except in cases of willful misconduct, bad faith, negligence or material breach or default by the Trustee of its
obligations under the Declaration of Trust or in cases where the Trustee fails to act honestly and in good faith and in
the best interests of Unitholders to the extent required by laws applicable to trustees, or fails to exercise the degree
of care, diligence and skill that a reasonably prudent person would exercise in the circumstances. In addition, the
Declaration of Trust contains other customary provisions limiting the liability of the Trustee and indemnifying the
Trustee, or any of its officers, directors, employees or agents, in respect of certain liabilities incurred by it in
carrying out its duties.

The Trustee is entitled to receive fees for acting as trustee of the Trust and to be reimbursed for all expenses
and liabilities which are properly incurred by the Trustee in connection with its duties. In 2006, the Trustee was paid
$12,000.

CONFLICTS OF INTEREST

The Manager currently engages in related business, and its services are not exclusive to the Trust. The
Manager acts as the manager to other funds which may invest in various asset classes and which may be considered
competitors of the Trust. In addition, the directors and officers of the Manager may be directors, officers,
shareholders or Unitholders of one or more issuers in which the Trust may acquire securities or of corporations
which act as the manager of other investment funds that invest primarily in various asset classes and which may be
considered competitors of the Trust. The Manager or its affiliates may be managers or portfolio managers of one or
more issuers in which the Trust may acquire securities and may be managers or portfolio managers of investment
funds that invest in the same securities as the Trust. Affiliates and associates of the Manager may be shareholders or
unitholders of one or more issuers in which the Trust may acquire securities. A decision to invest in such issuers is
made independently by the Investment Advisor and without consideration of the Manager’s relationship with such
issuers.

The Investment Advisor is engaged in a broad range of portfolio management, investment advisory and
other business activities. The services of the Investment Advisor under the Investment Advisory Agreement are not
exclusive and nothing in the Investment Advisory Agreement prevents the Investment Advisor or any of its affiliates
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from providing similar services to other investment funds and other clients (whether or not their investment
objectives, strategies or criteria are similar to those of the Trust) or from engaging in other activities. The
Investment Advisor’s investment decisions for the Trust are made independently of those made for its other clients
and independently of its own investments. On occasion, however, the Investment Advisor may make the same
investments for the Trust and for one or more of its other clients. If the Trust and one or more of the other clients of
the Investment Advisor are engaged in the purchase or sale of the same securities, the transactions will be effected
on an equitable basis.

The Declaration of Trust acknowledges that the Trustee may provide services to the Trust in other
capacities, provided that the terms of any such arrangements are no less favourable to the Trust than those which
would be obtained from other parties for comparable services. The services of the Trustee to the Trust are not
exclusive.

LOAN FACILITY

The Trust has entered into a loan facility (the “Loan Facility”) with one or more Canadian chartered banks
(collectively, the “Lender”). The Lender is at arm’s length to the Trust, the Trustee, the Manager and the Investment
Advisor and their respective affiliates and associates.

For the year ended December 31, 2006, the Loan Facility permitted the Trust to borrow up to an amount
not exceeding the lesser of $15 million (the “Credit Limit”) or 7% of the value of the assets within the Portfolio,
which may be used for various purposes, including purchasing additional securities for the Portfolio, effecting
market purchases of Capital Units, maintaining liquidity, funding redemptions and for cash flow purposes. Pursuant
to an amendment dated February 15, 2007, the Credit Limit was reduced to $11 million. A maximum amount not
exceeding 5% of the value of the assets within the Portfolio may be used to make additional investments. The
interest rates, fees and expenses under the Loan Facility are typical of credit facilities of this nature and the Trust has
provided a security interest in favour of the Lender over the assets of the Trust to secure such borrowings.

In order to ensure that the total amount borrowed by the Trust under the Loan Facility does not exceed at
any time the lesser of $15 million or 7% of the value of assets within the Portfolio, the Manager takes appropriate
steps with the Portfolio securities which may include liquidating certain of the Portfolio securities and using the
proceeds thereof to reduce the amount outstanding under the Loan Facility. The Loan Facility contains provisions to
the effect that in the event of a default under the Loan Facility, the Lender’s recourse will be limited solely to the
assets of the Trust. Such provisions are intended to ensure that Unitholders are not liable for the obligations of the
Trust under the Loan Facility.

Other than borrowing by the Trust under the Loan Facility and by issuing the Preferred Securities, the Trust
does not engage in other borrowings.

VALUATION
Net Asset Value

The NAYV of the Trust and the NAV per Capital Unit are calculated on each Valuation Date. The NAV on a
particular Valuation Date will be equal to the aggregate value of the assets of the Trust, less the aggregate value of
the liabilities of the Trust, including any income, net realized capital gains or other amounts made payable to
Unitholders on or before such Valuation Date. The liabilities of the Trust include the obligation to repay the original
subscription price of, and any accrued and unpaid interest on, the Preferred Securities. A “Valuation Date” is every
Business Day (any day on which the Toronto Stock Exchange is open for trading), December 31 of each year and
the Termination Date (as hereinafter defined), as well as any other date on which the Manager elects, in its
discretion, to calculate the NAV of the Trust and the NAV per Capital Unit.

In determining the NAV of the Trust at any time:

@ the value of any cash on hand or on deposit, prepaid expenses, cash dividends received (or
declared to holders of record on a date before the day as of which the NAV is being determined
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and to be received) and interest accrued and not yet received, is deemed to be the face amount
thereof unless the Manager has determined that any such asset is not otherwise worth the face
amount thereof, in which case the value thereof shall be deemed to be such value as the Manager
determines to be the fair value thereof;

(b) the value of any security which is listed or traded upon a stock exchange is determined by taking
the latest available sale price of recent date, or lacking any recent sales or any record thereof, the
simple average of the latest available offer price and the latest available bid price (unless in the
opinion of the Manager such value does not reflect the value thereof and in which case the latest
offer price or bid price should be used), as at the day as of which the NAV is being determined, all
as reported by any means in common use;

(© the value of any security which is not listed or traded on a stock exchange or the resale of which is
restricted by reason of a representation, undertaking or agreement by the Trust (or by the Trust’s
predecessor in title) or by law is determined on the basis of such bid, ask price or yield equivalent
quotations (which may be public quotations or may be obtained from major market makers) as the
Manager reasonably determines best reflects fair value;

(d) the value of a forward contract or of a futures contract is the gain or loss with respect thereto that
would be realized if, on the Valuation Date, the position in the forward contract or the futures
contract, as the case may be, were to be closed out unless “daily limits” are in effect, in which case
fair value shall be based on the current market value of the underlying interest;

(e margin paid or deposited in respect of futures contracts and forward contracts is reflected as an
account receivable and margin consisting of assets other than cash shall be noted as held as
margin;

()] the value of any bonds, debentures and other debt obligations will be valued by taking the average

of the bid and ask prices at the calculation time. Amounts drawn under the Loan Facility are
valued at par. Short-term investments, including notes and money market instruments, are valued
at cost plus accrued interest;

(9) if the day as of which NAV is being determined is not a Business Day, then the securities
comprising the Trust’s Portfolio and other Trust property are valued as if such day were the
preceding Business Day; and

(h) the value of all assets of the Trust quoted or valued in terms of foreign currency, the value of all
funds on deposit and contractual obligations payable to the Trust in foreign currency and the value of
all liabilities and contractual obligations payable by the Trust in foreign currency are determined
using the prevailing rate of exchange as determined by the Manager, on the day as of which NAV is
being determined.

If an investment cannot be valued under the foregoing rules or if the foregoing rules are at any time
considered by the Manager to be inappropriate under the circumstances, then notwithstanding such rules, the
Manager will make such valuation as it considers fair and reasonable in a manner consistent with industry practice
for valuing such investment. The Manager has not deviated from the foregoing rules since the establishment of the
Trust.

NAV per Capital Unit
The NAV per Capital Unit is the amount obtained by dividing the NAV of the Trust on a particular

Valuation Date by the total number of Capital Units outstanding on that date. The NAV per Capital Unit determined
on any Valuation Date will remain in effect until the next time NAV per Capital Unit is determined.
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Repayment Price

The “Repayment Price” is the amount, in respect of a Preferred Security, equal to the original subscription
price, together with any accrued and unpaid interest thereon.

Combined Value

A “Combined Security” is considered to consist of one Preferred Security and one Capital Unit. The
“Combined Value” is the amount determined on a particular Business Day equal to the NAV per Capital Unit plus
the Repayment Price.

Publication of Information

The Trust’s NAV, the NAV per Capital Unit, the Repayment Price and the Combined Value are made
available weekly to the financial press for publication and through the Internet at www.brookfieldfunds.com.

DESCRIPTION OF THE CAPITAL UNITS AND PREFERRED SECURITIES

The following is a summary of the material attributes and characteristics of the Capital Units and Preferred
Securities as set out in the Declaration of Trust and the Trust Indenture, respectively. This summary does not
purport to be complete and is subject to, and qualified by, reference to the terms of the Declaration of Trust with
respect to the Capital Units and the Trust Indenture with respect to the Preferred Securities.

Certain Provisions of the Capital Units
General

The Trust is authorized to issue an unlimited number of transferable, redeemable trust units of one class,
each representing an equal, undivided beneficial interest in the net assets of the Trust. All Capital Units have equal
rights and privileges. Each whole Capital Unit is entitled to one vote at all meetings of Unitholders and is entitled to
participate equally with respect to any and all distributions made by the Trust, including distributions of net income
and net realized capital gains, and any distributions upon the termination of the Trust after payment of debts and
liabilities, including, without limitation, the aggregate Repayment Price of the Preferred Securities, and liquidation
expenses of the Trust. Capital Units are issued only as fully paid and are non-assessable. Fractions of Capital Units
are proportionately entitled to all of these rights except voting rights.

Distributions

The Trust provides Unitholders with the opportunity to receive tax efficient and growing monthly cash
distributions. The Trust pays monthly cash distributions on the Capital Units to the extent that the distributions on
the Portfolio securities exceed the sum of the expenses of the Trust, including interest expenses on the Loan Facility,
and the aggregate interest payments on the Preferred Securities (the “Preferred Security Interest Amount”). The
Trust does not have a fixed monthly distribution target for the Capital Units, but annually determines and announces
each December an anticipated distribution amount (the “Anticipated Distribution”) for the following year based
upon prevailing market conditions and the Trust’s estimate of distributable cash flow for the following year.

Distributions are payable to Unitholders of record on the last Business Day of each month (each a “Record
Date”). The Trust pays distributions, net of applicable non-resident withholding tax, to Unitholders on or about the
fifteenth day of the following month. The Trust may make special distributions of amounts determined by the
Manager to be amounts not required by the Trust for future monthly distributions.

The amounts received by the Trust from issuers whose securities are held in the Portfolio may vary from
month to month and certain of these issuers may pay distributions less frequently than monthly, with the result that
the monthly cash available for distribution to Unitholders could vary substantially and there can be no assurance that
the Trust will make any distribution in any particular month or months. If the monthly cash available for
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distribution to Unitholders is consistently higher or lower than the Anticipated Distribution, then the Manager on
behalf of the Trust may re-evaluate the Trust’s distribution policy.

There is no guarantee that the requisite return will be achieved by the Trust in order to meet the Anticipated
Distribution.  If such return is not achieved or if the borrowing costs increase, monthly distributions may be
significantly reduced.

The payment of interest on the Preferred Securities will be made in priority to any distributions on the
Capital Units. The Trust Indenture provides, and the Declaration of Trust provides, that the Trust may not make any
cash distributions on the Capital Units if, after giving effect to the proposed distribution, the Combined Value would
be less than 1.4 times the Repayment Price. Distributions on the Capital Units are conditional upon the Trust being
current in its obligation to pay interest on the Preferred Securities in accordance with the terms of the Trust
Indenture.

If, in any year after payment of the aggregate Preferred Security Interest Amount and any distributions paid
on the Capital Units, there would otherwise remain in the Trust additional net income or net realized capital gains,
the Trust intends on or before December 31 of that year to make a special distribution of such portion of the
remaining net income and net realized capital gains as is necessary to ensure that the Trust will not be liable for
income tax thereon under Part | of the Tax Act. If the Trust does not have sufficient cash available to fund all of
such additional distributions, additional Capital Units having a net asset value equal to the deficiency will be issued.
Immediately after such issuance, the number of outstanding Capital Units will be consolidated such that each
Unitholder will hold after the consolidation the same number of Capital Units as the Unitholder held before the
issuance of the additional Capital Units.

The Trust intends that the aggregate distributions of net income and net realized capital gains made in each
year will be sufficient to ensure that the Trust will not be liable for ordinary income tax thereon under the Tax Act,
except to the extent that any tax payable on net realized capital gains of the Trust for a year that are retained by the
Trust would be recoverable by it in such year.

Under the SIFT Proposals, a Canadian resident trust or partnership the units of which are listed or traded on
a stock exchange or other public market and that holds one or more “non-portfolio properties” (as defined in the
SIFT Proposals) will be a SIFT trust or SIFT partnership, as the case may be. If the SIFT Proposals become
applicable to the Trust, the Trust would be subject to a tax on certain income, commencing in the taxation year in
which it becomes a SIFT, notwithstanding that the income is distributed to Unitholders. Unitholders would be taxed
on distributions of such income in a manner similar to dividends from taxable Canadian Corporations. The deemed
dividend will be eligible for the enhanced dividend tax credit if paid or allocated to a resident of Canada. The
Manager has advised counsel that the Trust has not held and will not hold investments that would result in the Trust
becoming subject to the SIFT Proposals in any taxation year. See “Canadian Federal Income Tax Considerations”.

Capital Units are intended to provide Unitholders with a tax efficient participation in returns on the
Portfolio securities. Based on the character of distributions made on the Portfolio securities to date, it is anticipated
that during the next twelve months, the majority of the amounts to be distributed to Unitholders will constitute
returns of capital, which generally are not subject to tax but which would reduce the adjusted cost base of Capital
Units held as capital property. It is expected that the return of capital character of all or a portion of these
distributions will be achieved in part by the Trust deducting the interest paid or payable on the Preferred Securities
as an interest expense. The proportion of distributions characterized as returns of capital for Unitholders will be
affected by the amounts received by the Trust on the Portfolio securities that are characterized as returns of capital,
and the amount of net capital gains realized by, and other income of, the Trust. See “Investments of the Trust —
Tax Efficiency” and “Canadian Federal Income Tax Considerations”.

Redemption

For the purposes hereof, “Redemption Proceeds Per Combined Security” is the amount equal to the
Combined Value determined as at the Redemption Date (as hereinafter defined), provided that, at the sole option of
the Manager, for the purposes of calculating the Redemption Proceeds Per Combined Security, the Manager may
value any security which is listed or traded upon a stock exchange (or if more than one, on the stock exchange in
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which the security primarily trades, as determined by the Manager) by taking the volume weighted average trading
price of the security on such exchange during the three most recent trading days of such exchange ending on and
including such Valuation Date (as hereinafter defined), or lacking any sales during such period or any record
thereof, the simple average of the latest available offer price and the latest available bid price (unless in the opinion
of the Manager such value does not reflect the value thereof and in which case the fair market value as determined
by the Manager shall be used), as at the Valuation Date, all as reported by any means in common use. The Trust
may designate a portion of a Unitholder’s Capital Unit redemption proceeds as a payment out of the Trust’s net
income or net realized taxable capital gains to effect an equitable allocation of such amounts among Unitholders.

A Unitholder may surrender in the month of November of each year a Capital Unit for redemption (either
alone or together with the surrender of a Preferred Security for repayment), to Computershare Investor Services Inc. (in
the manner described below) at least 15 Business Days prior to the last Business Day in November (the “Redemption
Date™) for redemption and repayment on the Redemption Date, subject to the Trust’s right to suspend redemptions or to
postpone payment of redemption proceeds in certain circumstances described under “Description of the Units —
Suspension of Redemptions and Repayments”. Capital Units and Preferred Securities surrendered for redemption and
repayment in this manner will be redeemed on the Redemption Date (unless the Trust elects to re-circulate those
Capital Units and Preferred Securities and the Unitholder has not withheld its consent to such re-circulation; see
“Description of the Units — Resale). A Unitholder who redeems Capital Units and surrenders Preferred Securities
will receive payment therefor on or before the fifteenth Business Day following such Redemption Date (the
“Redemption Payment Date”).

Concurrent Annual Redemption: A Unitholder who surrenders a Capital Unit together with a Preferred
Security will receive an amount equal to the Redemption Proceeds Per Combined Security minus an amount equal to
the aggregate of all brokerage fees, commissions and other costs incurred by the Trust in connection with such
payment, including, but not limited to, expenses incurred in liquidating underlying Portfolio securities and securities
movement charges.

Annual Redemption of Capital Units: A Unitholder who surrenders a Capital Unit for redemption (without
surrendering a corresponding Preferred Security for repayment) will receive an amount equal to the Redemption
Proceeds Per Combined Security, minus the price paid by the Trust for one Preferred Security in the market or, if the
Trust is unable to purchase a Preferred Security in the market, pursuant to the Call Right (as hereinafter defined),
and minus an amount equal to the aggregate of all brokerage fees, commissions and other costs incurred by the Trust
in connection with such payment, including, but not limited to, expenses incurred in liquidating underlying Portfolio
securities, securities movement charges and costs relating to the purchase of one Preferred Security. The price paid
by the Trust for Preferred Securities in the market may be higher than the price the Trust would pay if it redeemed
Preferred Securities pursuant to the Call Right.

Any unpaid distribution payable on or before the Redemption Date in respect of Capital Units tendered for
redemption on a Redemption Date will also be paid on the Redemption Payment Date. The NAV per Capital Unit may
be lower than the original subscription price. The NAV per Capital Unit will vary depending on a number of market
factors, including interest rates, volatility in the equity and debt markets and the volatility of the Portfolio securities.
See “Risk Factors”.

The redemption proceeds paid by the Trust in connection with the redemption of a Combined Security shall
be allocated as follows: (i) as to the portion of such value equal to the original subscription price of, and any accrued
and unpaid interest on, the Preferred Security, as a repayment in full of such Preferred Security, and (ii) as to the
remainder of such value, as the proceeds of redemption of the Capital Unit.

The redemption right and, as applicable, the repayment right must be exercised by causing written notice to
be given to Computershare Investor Services Inc. and the Trust not later than 5:00 p.m. (Toronto time) on the
fifteenth Business Day prior to a Redemption Date. The surrender of Capital Units and Preferred Securities will be
irrevocable upon the delivery of notice to Computershare Investor Services Inc., except with respect to those Capital
Units or Preferred Securities which are not paid for by the Trust on the relevant Redemption Payment Date.

Any Capital Units outstanding on the Termination Date will be redeemed by the Trust on such date. On such
redemption, each Unitholder will receive for each Capital Unit redeemed the amount, if any, equal to a pro rata share of
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the net assets of the Trust remaining after payment or accrual of all debts and liabilities (including the aggregate
Repayment Price and contingent expenses) and liquidation expenses of the Trust.

Market Purchases

The Trust may at any time, in its discretion, and subject to the receipt of any necessary regulatory
approvals, purchase Capital Units offered in the market provided that, at the time of any such purchase, the Trust
must concurrently purchase an equal number of Preferred Securities and the aggregate of the market price per
Preferred Security and the market price per Capital Unit at such time shall be less than the Combined Value.

Certain Provisions of the Preferred Securities
General

The Preferred Securities authorized for issue under the initial public offering were limited in aggregate
principal amount to $161,000,000. The Trust may, however, from time to time, issue further Preferred Securities (or
securities of another series), subject to the limitation described below. The Preferred Securities are direct unsecured
debt obligations issued by the Trust and are not secured by any mortgage, pledge, hypothec or other charge. See
“Description of the Units — Certain Provisions of the Preferred Securities — Subordination” below. The Preferred
Securities are issuable only in denominations of $10 and integral multiples thereof.

Interest Payments

Securityholders are entitled to receive fixed quarterly interest payments of $0.15 per Preferred Security,
(the “Preferred Security Interest Amount™) or 6.0% per annum on the original subscription price of $10.00, which is
paid, net of applicable non-resident withholding tax, quarterly in arrears on the fifteenth day of each of March, June,
September and December of each year up to and including the Maturity Date (or if the fifteenth day is not a
Business Day, no later than the following Business Day). Interest will accrue on all unpaid interest amounts.

Payment on Maturity

The Preferred Securities will mature on March 31, 2015, or automatically on such earlier date upon which
the Trust terminates (any such date being the “Maturity Date), at which date the Repayment Price of each Preferred
Security will be payable by the Trust, by payment by the Trust of such amount to the Indenture Trustee. The
Maturity Date also may be extended by Securityholders as described under “Termination of the Trust”.

Preferred Securities may be called by the Trust and purchased prior to the Maturity Date (the “Call Right”)
if, as a result of the redemption of Capital Units, the aggregate number of outstanding Preferred Securities would
exceed the aggregate number of outstanding Capital Units. The Trust will only exercise the Call Right to the extent
that it is unable to purchase Preferred Securities in the market. In such case, Preferred Securities will be redeemed at
a price per Preferred Security which until March 31, 2007 will be equal to $10.90 and which will decline by $0.10
each year thereafter to $10.10 after March 31, 2014, plus any accrued and unpaid interest. The Trustee will, in its
sole discretion, determine the Securityholders whose Preferred Securities will be redeemed pursuant to any exercise
of the Call Right.

Notice of repayment will be given to CDS Participants on behalf of the beneficial owners of Preferred
Securities at least 45 days prior to the Maturity Date and at least five Business Days prior to the date of any other
purchase pursuant to the Call Right.

Concurrent Annual Redemption

A Securityholder may surrender a Preferred Security for repayment together with a Capital Unit for
redemption at least 15 Business Days prior to a Redemption Date for repayment on the Redemption Date. See
“Description of the Units — Certain Provisions of the Capital Units — Redemptions” and “Description of the
Units — Suspension of Redemptions and Repayments”.
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Preferred Securities which have been surrendered to the Trust for repayment in the manner described above
are, subject to the Trust’s right to recirculate Capital Units and Preferred Securities described under the heading
“Description of the Units — Resale”, deemed to be outstanding until (but not after) the close of business on the
Redemption Date, unless not repaid on or before the Redemption Payment Date in which event such Preferred
Securities will remain outstanding.

Subordination

The payment of the principal of, and interest on, the Preferred Securities is subordinated in right of
payment, as set forth in the Trust Indenture, to the prior payment in full of all “Senior Indebtedness” of the Trust,
which is defined in the Trust Indenture as the principal of and premium, if any, and interest on, and other amounts in
respect of, all indebtedness of the Trust (whether outstanding as at the date of the Trust Indenture or thereafter
incurred, and including, without limitation, indebtedness to trade creditors of the Trust and ordinary and
extraordinary liabilities), other than indebtedness evidenced by the Preferred Securities, and all other existing and
future notes or other instruments of the Trust which, by the terms of the instrument creating or evidencing the
indebtedness, is expressed to rank pari passu with, or subordinate in right of payment to, the Preferred Securities.

The Trust Indenture provides that in the event of any insolvency or bankruptcy proceedings, or any
receivership, liquidation, reorganization or other similar proceedings relating to the Trust, or to its property or assets,
or in the event of any proceedings for voluntary liquidation, dissolution or other winding-up of the Trust, whether or
not involving insolvency or bankruptcy, or any marshalling of the assets and liabilities of the Trust, then those
holders of Senior Indebtedness, including any indebtedness to trade creditors, will receive payment in full before the
Securityholders are entitled to receive any payment or distribution of any kind or character, whether in cash,
property or securities, which may be payable or deliverable in any such event in respect of any of the Preferred
Securities or any accrued and unpaid interest thereon. The Trust Indenture also provides that the Trust will not
make any payment, and the Securityholders are not entitled to demand, institute proceedings for the collection of, or
receive any payment or benefit (including without limitation by set-off, combination of accounts or realization of
security or otherwise in any manner whatsoever) on account of indebtedness represented by the Preferred Securities
(a) in a manner inconsistent with the terms (as they exist on the date of issue) of the Preferred Securities, or (b) at
any time when an event of default has occurred under the Senior Indebtedness and is continuing and the notice of
such event of default has been given by or on behalf of the holders of Senior Indebtedness to the Trust, unless the
Senior Indebtedness has been repaid in full.

Priority Over Capital Unit Distributions

The payment of interest on the Preferred Securities is made in priority to any distributions on the Capital
Units. The Trust Indenture provides, and the Declaration of Trust provides, that the Trust may not make any cash
distributions on the Capital Units if, after giving effect to the proposed distribution, the Combined Value is less than
1.4 times the Repayment Price.

The Trust will fund the repayment to the Securityholders on the Maturity Date of the aggregate Repayment
Price with the proceeds from the sale or redemption of the Portfolio securities and any other net assets of the Trust in
priority to any distribution of assets of the Trust on the Capital Units.

The Preferred Securities do not represent interests in or obligations of CIBC Mellon Trust Company (other
than in its capacity as the Indenture Trustee), Computershare Trust Company of Canada (other than in its capacity as
the Trustee), the Manager, the beneficiaries of the Trust or any affiliate or any of the foregoing. As such, recourse
under the Preferred Securities is limited to the assets of the Trust. A Securityholder has no recourse against the
Indenture Trustee or the Trustee in their respective personal capacities or to the assets of the Indenture Trustee or the
Trustee other than the assets of the Trust, nor any recourse to Unitholders or their assets.

Events of Default
The Trust Indenture provides that an event of default (“Event of Default”) in respect of the Preferred

Securities will occur if any one or more of the following described events has occurred and is continuing with
respect to the Preferred Securities: (a) failure to pay the Preferred Security Interest Amount for more than four
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calendar quarters after such amount becomes due; (b) failure to pay the Repayment Price of the Preferred Securities,
whether at maturity, by declaration or otherwise (other than pursuant to a redemption when a suspension is in
effect); (c) certain events of bankruptcy, insolvency or reorganization of the Trust; or (d) default in the observance
or performance of any material covenant or condition of the Trust Indenture and the continuance of such default for
a period of 30 days after notice in writing has been given by the Indenture Trustee to the Trust specifying such
default and requiring the Trust to rectify the same. If an Event of Default has occurred and is continuing, the
Indenture Trustee may, in its discretion, and must upon request of Securityholders holding not less than 25% of the
number of Preferred Securities then outstanding (subject to receipt of an appropriate indemnity), declare the
aggregate original subscription price of, and interest on, all outstanding Preferred Securities to be immediately due
and payable. In certain cases, the Securityholders holding a majority of the number of the Preferred Securities then
outstanding may, on behalf all Securityholders, waive any Event of Default and/or cancel any such declaration upon
such terms and conditions as such Securityholders prescribe.

Modification

The rights of the Securityholders, as well as holders of any other series of securities that may be issued
under the Trust Indenture, may be modified in accordance with the terms of the Trust Indenture. For that purpose,
among others, the Trust Indenture contains certain provisions that make it binding on all Securityholders resolutions
passed at meetings of Securityholders by votes cast thereat by Securityholders holding not less than 66 %/;% of the
number of Preferred Securities present at the meeting or represented by proxy, or rendered by instruments in writing
signed by the Securityholders holding not less than 66 %/;% of the number of Preferred Securities (an “Extraordinary
Securityholder Resolution™). In addition, the Maturity Date also may be extended by Securityholders by a majority
vote. See “Termination of the Trust”. Quorum for a meeting of Securityholders consists of two or more
Securityholders present in person or by proxy representing not less than 10% of the number of Preferred Securities
then outstanding.

In addition, the Trust Indenture provides and the Declaration of Trust provides that where the Indenture
Trustee determines, on the advice of counsel, that any modification to the Declaration of Trust that requires the
approval of Unitholders would affect the timeliness or priority of payments to Securityholders, or otherwise
materially adversely affects the Securityholders as a class, such change may not be made to the Declaration of Trust
unless (i) the Indenture Trustee has determined, on the advice of counsel, that such modification does not require the
approval of Securityholders, or (ii) Securityholders have approved such modification as required under the Trust
Indenture.

Limitation on Issuance of Additional Preferred Securities

The Trust Indenture provides that the Trust shall not issue additional debt securities ranking in preference
to the Preferred Securities. The Trust will only issue additional Preferred Securities on the basis that, immediately
following such issuance, an equal number of Preferred Securities and Capital Units will be outstanding.

Market Purchases

The Trust may at any time, in its discretion, and subject to the receipt of any necessary regulatory
approvals, purchase Preferred Securities offered in the market; provided, however, that if any such purchase is not
made in conjunction with the redemption of Capital Units, the Trust will not purchase Preferred Securities unless it
at the same time purchases an equal number of Capital Units and the aggregate of the market price per Preferred
Security and the market price per Capital Unit is less than the Combined Value at such time.

Credit Rating

The Preferred Securities have been rated Pfd-2 by Dominion Bond Rating Service Limited (“DBRS”).
Credit ratings are intended to provide investors with an independent measure of the credit quality of an issue of
securities. DBRS’ rating of the Preferred Securities is on a preferred security rating scale that ranges from Pfd-1 to
Pfd-5, which represents the range from highest to lowest quality of such securities rated. Securities rated in the Pfd-2
rating category by DBRS are in the second highest category of the relevant scale and are considered by DBRS to be
of satisfactory credit quality. The credit ratings accorded to the Preferred Securities are not recommendations to
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purchase, hold or sell the Preferred Securities. There can be no assurance that any rating will remain in effect for any
given period of time or that any rating will not be withdrawn or revised by a rating agency at any time.

Suspension of Redemptions and Repayments

The Trust may suspend the redemption of Capital Units and the repayment of Preferred Securities or
postpone repayment of redemption proceeds: (i) during any period when the Investment Advisor advises the
Manager that normal trading is suspended on a market where more than 50% of the securities in the Portfolio (in
terms of dollar value) trade and, if those securities are not traded on any other exchange that represents a reasonably
practical alternative for the Trust; (ii) with the permission of the securities regulatory authorities (if required), for
any period not exceeding 120 days during which the Manager determines that conditions exist which render
impractical the sale of assets of the Trust or which impair the ability of the Trustee to determine the value of the
assets of the Trust, (iii) if, after giving effect to redemptions, the Combined Value would be less than 1.4 times the
Repayment Price, or (iv) if the Trust would be insolvent or otherwise unable to pay its liabilities as they become due
after giving effect to such redemptions (and repayment, if applicable). The suspension shall apply to all requests for
redemption or repayment received prior to the suspension date but for which payment has not been made, as well as
to all requests received while the suspension is in effect. All Unitholders or Securityholders making such requests
will be advised by the Manager of the suspension and that the redemption or repayment will be effected at a price
determined following the resumption of redemptions and repayments. All such Unitholders and Securityholders will
have, and will be advised that they have, the right to withdraw their requests for redemption or repayment if such
requests were submitted prior to a suspension and payment has not been made, or if such requests were submitted
during a period of suspension. Redemptions and repayments will resume in any event on the first day on which the
condition giving rise to the suspension has ceased to exist, provided that no other circumstances under which a
suspension is authorized then exists. To the extent it is not inconsistent with rules and regulations promulgated by
any government body having jurisdiction over the Trust, any declaration of suspension made by the Manager will be
conclusive.

Resale

The Trust entered into an agreement (a “Recirculation Agreement”) with RBC Dominion Securities Inc.
(the “Recirculation Agent”) whereby the Recirculation Agent agreed to use commercially reasonable efforts to find
purchasers for any Capital Units and Preferred Securities properly surrendered for redemption or repayment,
provided that the holder of the Capital Units so surrendered has not withheld consent thereto. The Trust may from
time to time appoint additional dealers to act as recirculation agents for any Capital Units and Preferred Securities
surrendered for redemption or repayment. The Trust may, but is not obligated to, require the Recirculation Agent to
seek such purchasers and, in such event, the amount to be paid to the Unitholder on the Redemption Payment Date
will be an amount equal to the proceeds of the sale of the Capital Units less any applicable commission and the
amount to be received for Preferred Securities will be an amount equal to the proceeds of sale of the Preferred
Securities less any applicable commission. Such amount will not be less than the redemption proceeds otherwise
payable for such Capital Units and the Repayment Price otherwise payable for such Preferred Securities.

DECLARATION OF TRUST AND UNITHOLDER MATTERS
General

The Trust is an investment trust created pursuant to the Declaration of Trust and governed by the laws of
the Province of Ontario.

Issuance of Additional Capital Units

The Trust does not currently intend to issue additional Capital Units except: (i) by way of private
placement or public offering where the net proceeds per Capital Unit to be received by the Trust are not less than the
most recently calculated NAV per Capital Unit prior to the date of the setting of the subscription price by the Trust;
(ii) on a distribution of Capital Units or on an automatic reinvestment of distributions of net income or net realized
capital gains; or (iii) with the approval of Unitholders by Extraordinary Resolution. It is not anticipated that any
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additional Capital Units will be issued unless, after giving effect to such offering, there will be an equal number of
Preferred Securities and Capital Units outstanding.

Meetings of Unitholders and Extraordinary Resolutions

The Trustee may, at any time, convene a meeting of the Unitholders and will be required to convene a
meeting on receipt of a request, in writing, by the Manager or by Unitholders holding in aggregate 10% or more of
the outstanding Capital Units. The Trustee will convene such meeting within 60 days of receipt of such request.

Except in respect of an Extraordinary Resolution (as defined hereinafter), a quorum for any meeting of
Unitholders is two or more persons present in person or by proxy representing not less than 5% of the Capital Units
then outstanding. A quorum for a meeting at which an Extraordinary Resolution is to be considered is two or more
Unitholders present in person or by proxy representing not less than 10% of the Capital Units then outstanding. If a
quorum is not present at a meeting within 30 minutes after the time fixed for the meeting, the meeting will be
cancelled if convened pursuant to a request of Unitholders, but otherwise will be adjourned, and will be held at the
same time and place on the day which is 14 days later (or if that date is not a Business Day, the first Business Day
prior to that date). The Manager will give at least three days’ notice by press release to Unitholders of the date of
the reconvening of the meeting and, at the reconvened meeting, persons present in person or represented by proxy
will constitute a quorum. Each Unitholder is entitled to one vote per Capital Unit held.

Any matter to be considered at a meeting of Unitholders, other than certain matters requiring the approval
of Unitholders by Extraordinary Resolution or unanimous approval of Unitholders as discussed under “Declaration
of Trust and Unitholder Matters — Amendments to the Declaration of Trust”, will require the approval of
Unitholders by a resolution passed by holders of not less than 50% of the Capital Units voting thereon at a meeting
duly convened for the consideration of such matter.

Certain matters require the approval of Unitholders by extraordinary resolution (an “Extraordinary
Resolution”). An Extraordinary Resolution is a resolution passed by holders of not less than 66 %/3% of the Capital
Units voting thereon at a meeting duly convened for the consideration of such matter. The following matters may be
undertaken only with the approval of Unitholders by an Extraordinary Resolution:

@ any change in the investment objectives, investment strategy, investment criteria or investment
restrictions as described under “Investments of the Trust”, unless such changes are necessary to
ensure compliance with applicable laws, regulations or other requirements imposed by applicable
regulatory authorities from time to time;

(b) any change of the Manager (other than to an affiliate) or termination of the Management
Agreement except in accordance with its terms;

(© any change of the Investment Advisor (other than to an affiliate) or termination of the Investment
Advisory Agreement other than in circumstances where the Investment Advisor has been removed
by the Manager on behalf of the Trust pursuant to the Investment Advisory Agreement;

(d) any material amendment to the Declaration of Trust, other than those amendments that require
unanimous Unitholder approval or the consent of the Manager as discussed under “Declaration of
Trust and Unitholder Matters — Amendments to the Declaration of Trust”;

(e) any change in the basis of the calculation of a fee or expense charged to the Trust in a way that
could result in an increase in charges to the Trust;

(j)] the liquidation, dissolution or early termination of the Trust, other than an extension of the
Termination Date;

(9) the sale of all or substantially all of the assets of the Trust other than in the ordinary course of its
activities;
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(h) any amendment, modification or variation in the provisions or rights attaching to the Capital
Units;
Q) any issue of Capital Units at a subscription price less than the NAV per Capital Unit calculated

prior to the entering into of the commitment by the subscriber to purchase such Capital Units; and
()] any change in the frequency of calculating the NAV per Capital Unit to less often than daily.

The Trust does not intend to hold annual meetings of Unitholders unless required to do so by applicable
securities regulatory authorities.

Amendments to the Declaration of Trust

A material amendment to the Declaration of Trust may only be made with the consent of the Unitholders
given by Extraordinary Resolution. However, unless all of the Unitholders consent thereto, no amendment can be
made to the Declaration of Trust which would have the effect of reducing the interests in the Trust of the
Unitholders, increasing the liability of any Unitholder, or changing the right of any Unitholder to vote at any
meeting. No amendment may be made to the Declaration of Trust which would have the effect of reducing the fees
payable to the Manager or terminating the Manager unless the Manager, in its sole discretion, consents.

The Trustee at the request of the Manager may, without the approval of or notice to Unitholders, amend the
Declaration of Trust for certain purposes specified therein, including to:

@ remove any conflicts or other inconsistencies which may exist between any terms of the
Declaration of Trust and any provisions of any law or regulation applicable to or affecting the
Trust;

(b) make any change or correction in the Declaration of Trust which is of a typographical nature or is

required to cure or correct any ambiguity or defective or inconsistent provision, clerical omission,
mistake or manifest error contained therein;

(c) bring the Declaration of Trust into conformity with applicable laws, rules and policies of Canadian
securities regulators or with current practice within the securities industry, provided that any such
amendment does not adversely affect the pecuniary value of the interests of the Unitholders;

(d) ensure continuing compliance with applicable laws (including the Tax Act), regulations,
requirements or policies of any governmental authority having jurisdiction over the Trustee or the
Trust (including ensuring that the Trust continues to qualify as a “unit trust” and a “mutual fund
trust” or a “registered investment™; or

e make any change to the terms of the Declaration of Trust to provide added protection to
Unitholders or which would otherwise not be prejudicial to Unitholders.

Except for changes to the Declaration of Trust which require the approval of Unitholders or changes
described above which require neither approval of nor prior notice to Unitholders, the Declaration of Trust may be
amended from time to time by the Trustee at the request of the Manager upon not less than 30 days’ prior written
notice to Unitholders.

The Loan Facility requires the Lender’s prior written consent to amendments to the Declaration of Trust.
Reporting to Unitholders

The Trust furnishes to Unitholders such financial statements (including unaudited and annual audited
financial statements, accompanied by management’s report of fund performance) and other reports as are from time

to time required by applicable law, including prescribed forms needed for the completion of Unitholders’ tax returns
under the Tax Act and equivalent provincial legislation.
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Prior to any meeting of Unitholders which is called under the provisions of the Declaration of Trust, the
Trust provides the Unitholders (along with notice of such meeting) all such information as is required by applicable
law to be provided to such holders.

Non-Resident Unitholders

At no time may non-residents of Canada, including for this purpose partnerships with one or more non-
resident members, be the beneficial owners of a majority of the Capital Units. The Trustee shall inform the transfer
agent and registrar of the Trust of this restriction. The Trustee may require declarations as to the jurisdictions in
which beneficial owners of Capital Units are resident. If the Trustee becomes aware, as a result of requiring such
declarations as to beneficial ownership or otherwise, that the beneficial owners of 49% of the Capital Units then
outstanding are, or may be, non-residents, or that such a situation is imminent, the Trustee may make a public
announcement thereof. If the Trustee determines that a majority of the Capital Units are beneficially held by non-
residents, the Trustee may send a notice to such non-resident Unitholders, chosen in inverse order to the order of
acquisition or in such manner as the transfer agent and registrar of the Trust may consider equitable and practicable,
requiring them to sell their Capital Units or a portion thereof to residents of Canada within a specified period of not
less than 30 days. If the Unitholders receiving such notice have not sold the specified number of Capital Units or
provided the Trustee with satisfactory evidence that they are not non-residents within such period, the Trustee may,
on behalf of such Unitholders, sell such Capital Units and, in the interim, shall suspend the voting and distribution
rights attached to such Capital Units. Upon such sale, the affected holders shall cease to be beneficial holders of
Capital Units and their rights shall be limited to receiving the net proceeds of sale of such Capital Units.

BOOK-ENTRY ONLY SYSTEM

Book-entry only certificates representing Capital Units and Preferred Securities were issued in registered
form to The Canadian Depository for Securities Limited (“CDS”). Any purchase or transfer of Capital Units or
Preferred Securities must be made through participants in the CDS depository service (“CDS Participants”), which
includes securities brokers and dealers, banks and trust companies. Indirect access to the CDS book-entry only
system is also available to other institutions that maintain custodial relationships with a CDS Participant, either
directly or indirectly. Each purchaser of Capital Units and/or Preferred Securities will receive a customer
confirmation of purchase from the CDS Participant from whom such Capital Units and/or Preferred Securities are
purchased in accordance with the practices and procedures of such CDS Participant. Reference in this annual
information form to a Unitholder or a Securityholder means, unless the context otherwise requires, the owner of the
beneficial interest in such Capital Units or Preferred Securities, as applicable.

No Unitholder or Securityholder will be entitled to a certificate or other instrument from the transfer agent
or CDS for Capital Units or Preferred Securities evidencing that person’s interest in or ownership of Capital Units
and/or Preferred Securities, or will be shown on the records maintained by CDS, except through an agent who is a
CDS Participant. All distributions in respect of Capital Units and payments in respect of Preferred Securities will be
made by the Trust or the Indenture Trustee, as applicable, to CDS and these amounts will be forwarded by CDS to
CDS Participants, and thereafter to the applicable Unitholders and Securityholders.

The ability of a beneficial owner of Capital Units or Preferred Securities to pledge such Capital Units or
Preferred Securities or otherwise take action with respect to such owner’s interest in such Capital Units or Preferred
Securities (other than through a CDS Participant) may be limited due to the lack of a physical certificate.

The Trustee, on behalf of the Trust, has the option to terminate the book-entry only system through CDS, in
which case Capital Units and Preferred Securities in fully registered certificated form will be issued to Unitholders
and Securityholders, as of the effective date of such termination.

TERMINATION OF THE TRUST

The Trust will terminate on March 31, 2015 (the “Termination Date”) unless terminated earlier in
accordance with the terms of the Declaration of Trust or unless Unitholders determine to terminate the Trust prior to
the Termination Date or to continue the Trust beyond the Termination Date by Extraordinary Resolution at a
meeting called for such purpose. The Trust, after termination and liquidation, and after paying or making adequate
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provision for all of the Trust liabilities, including, without limitation, the Preferred Securities, will distribute the net
assets of the Trust to Unitholders, on a pro rata basis, as soon as practicable after the Termination Date.

Not less than six months, nor more than 12 months, prior to the Termination Date, the Manager may
present a proposal to Securityholders providing an alternative to the repayment of the Preferred Securities on the
Maturity Date and to Unitholders providing for a deferral of the termination of the Trust to a date that is later than
the Termination Date. Such proposal may include, without limitation, a proposal: (i) to extend the Maturity Date
and to continue the Trust beyond the Termination Date; or (ii) to exchange Capital Units and Preferred Securities for
securities of one or more mutual funds or closed-end investment funds on or after the Termination Date.

In the event of the approval of a proposal referred to above, any dissenting Unitholder may require the Trustee
to redeem all (but not less than all) of his or her Capital Units and Preferred Securities on the Termination Date at a
price equal to the Redemption Proceeds Per Combined Security on the Termination Date.

FEES AND OTHER EXPENSES

Pursuant to the terms of the Management Agreement, the Manager is entitled to a management fee at an
annual rate of 1.10% of the total assets of the Trust less the amount outstanding under the Loan Facility. Pursuant to
the terms of the Investment Advisory Agreement, the Investment Advisor is entitled to an advisory fee which will be
payable by the Manager out of the management fee. Fees payable to the Manager and the Investment Advisor are
calculated and payable monthly based on the total assets of the Trust less the amount outstanding under the Loan
Facility as at the last Valuation Date of each month.

The Trust pays to the Manager a service fee (calculated and paid as soon as practicable after the end of
each calendar quarter), equal to 0.40% per annum of the NAV, plus applicable taxes. In turn, the Manager pays an
equal aggregate service fee, plus applicable taxes, to investment dealers based on the respective number of Capital
Units held by clients of the sales representatives of such dealers at the end of the relevant calendar quarter.

The Trust pays for all expenses incurred in connection with the operation and administration of the Trust.
These expenses include, without limitation: (a) mailing and printing expenses for periodic reports to Unitholders and
other Unitholder communications including marketing and advertising expenses; (b) fees payable to the custodian
for acting as custodian of the assets of the Trust; (c) fees payable to the Trustee for acting as trustee of the Trust;
(d) fees payable to the Indenture Trustee for acting as indenture for the Preferred Securities; (e) fees payable to
Computershare Investor Services Inc. at normal market rates for acting as registrar and transfer agent; (f) fees
payable to the independent members of the Advisory Board; (g) any additional fees payable to the Manager for
performance of extraordinary services on behalf of the Trust; (h) fees payable to the auditors and legal advisors of
the Trust; (i) regulatory filing, stock exchange and licensing fees; and (j) expenditures incurred upon the termination
of the Trust. Such expenses also include expenses of any action, suit or other proceedings in which or in relation to
which the Manager, the Investment Advisor or the Trustee is entitled to indemnity by the Trust. See “Management
of the Trust”. The Trust is subject to an independent audit and report thereon to the Trustee and the Manager does
provide reasonable access to its books and records for such purpose. The Trust is also be responsible for all
commissions and other costs of securities transactions, debt service and costs relating to the Loan Facility and any
extraordinary expenses which it may incur from time to time.

CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

The following is, as of the date hereof, a summary of the principal Canadian federal income tax
considerations generally applicable to the acquisition, holding and disposition of Capital Units or Preferred
Securities. This summary is applicable to a purchaser of Capital Units or Preferred Securities who is an individual
(other than a trust) and who, for purposes of the Tax Act and at all relevant times, is resident or deemed to be
resident in Canada, deals at arm’s length with the Trust, is not affiliated with the Trust and holds Capital Units or
Preferred Securities, as applicable, as capital property. Generally, the Preferred Securities and Capital Units will be
considered to be capital property to a purchaser provided that the purchaser does not hold such securities in the
course of carrying on a business of buying and selling securities and has not acquired the Preferred Securities or
Capital Units in one or more transactions considered to be an adventure in the nature of trade. Certain Unitholders or
Securityholders who might not otherwise be considered to hold Capital Units or Preferred Securities as capital
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property may, in certain circumstances, be entitled to have such securities and all other “Canadian securities” owned
or subsequently acquired by them treated as capital property by making the irrevocable election permitted by
subsection 39(4) of the Tax Act. Such holders should consult their own tax advisors regarding their particular
circumstances.

This summary is based on the assumption that the Trust qualifies and will continue to qualify at all times as
a “unit trust” and a “mutual fund trust” within the meaning of the Tax Act and that the Trust has not been
established and will not be maintained primarily for the benefit of non-residents. In the event the Trust were not to
qualify as a mutual fund trust at all times, the federal income tax consequences described below and under
“Eligibility for Investment” would in some respects be materially different.

This summary is based on the assumption that none of the issuers of the securities in the Portfolio are or
will be foreign affiliates of the Trust or of any Unitholder and that none of the securities in the Portfolio are or will
be a “tax shelter investment” within the meaning of the Tax Act. This summary is also based on the assumption that
the Trust does and will not invest in a participating interest, other than an exempt interest, in a foreign investment
entity or tracking entity or securities of a non-resident trust other than an “exempt foreign trust” under the proposals
to amend the Tax Act contained in Bill C-33 (or such proposals as amended or enacted or successor provisions
thereto).

This summary is based on the assumption that that the Trust is not and will not be a SIFT trust within the
meaning of the SIFT Proposals announced by the Minister of Finance (Canada) on October 31, 2006 and as set out
in the Notice of Ways and Means motion introduced by the Minister of Finance (Canada) on March 27, 2007. The
Manager has advised counsel that the Trust has not and will not at any time hold property that is “non-portfolio
property” within the meaning of the SIFT Proposals such that the Trust is not and will not itself be a SIFT trust in
any taxation year. However, until the SIFT Proposals are enacted, no final determination of the applicability of
these amendments to the Trust can be made. If the Trust were to become a SIFT trust within the meaning of the
SIFT Proposals, the income tax considerations discussed herein could be materially and adversely different in
certain respects.

This summary is based on the provisions of the Tax Act and the regulations thereto (the “Regulations”) in
force on the date hereof and counsel’s understanding of the current publicly available administrative and assessing
practices of the Canada Revenue Agency (the “CRA”). There can be no assurance that the CRA will not change its
administrative and assessing practices. This summary takes into account all specific proposals to amend the Tax Act
and the Regulations publicly announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof
(the “Tax Proposals™) and certificates of the Trust as to certain matters. This summary does not otherwise take into
account or anticipate any changes in law, whether by legislative, governmental or judicial decision or action, nor
does it take into account other federal or any provincial, territorial or foreign income tax legislation or
considerations. There can be no assurance that the Tax Proposals will be enacted in the form proposed or at all.

On October 31, 2006, the Minister of Finance (Canada) announced the SIFT Proposals that would impose a
tax on certain income earned by most publicly traded trusts and partnerships (other than certain REITs) and would
treat distributions or allocations of such income to investors as a dividend from a taxable Canadian corporation. The
Minister of Finance (Canada) introduced a Notice of Ways and Means motion to implement the SIFT Proposals on
March 27, 2007. Under these proposals, a Canadian resident trust or partnership the units of which are listed or
traded on a stock exchange or other public market and that hold one or more “non-portfolio properties” (as defined
in the SIFT Proposals) will be a SIFT trust or SIFT partnership, as the case may be. Income and capital gains from
non-portfolio properties earned by a SIFT trust or SIFT partnership will be taxed at a rate similar to income earned
by a corporation and distributions or allocations, as the case may be, of such income to investors will be taxed in a
manner similar to dividends from taxable Canadian corporations. The deemed dividend will be eligible for the
enhanced dividend tax credit if paid or allocated to a resident of Canada. The SIFT Proposals will be effective for a
SIFT’s taxation year ending after 2006, except that the application will generally be delayed until the SIFT’s
taxation year ending after 2010 if the SIFT would have been a SIFT on October 31, 2006, had the SIFT Proposals
been enacted on that date. However, the deferral will be lost and the SIFT Proposals will apply immediately in any
taxation year ending after 2006 if the SIFT exceeds the normal growth limitations set out in the Normal Growth
Guidelines, as may be amended from time to time, unless the excess arose from a prescribed transaction or if a trust
or partnership that would not have been a SIFT on October 31, 2006 subsequently becomes a SIFT at any time
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thereafter. The Normal Growth Guidelines establish objective tests with respect to how much a SIFT is permitted to
grow in the interim period from November 1, 2006 to the end of 2010 without becoming immediately subject to the
SIFT Proposals. The SIFT Proposals do not change the tax treatment of distributions that are paid as a return of
capital by SIFT trusts but there can be no assurance that the final legislation implementing the SIFT Proposals will
maintain such tax treatment. The Trust was established to provide investors with exposure to the Portfolio that
includes securities of income trusts (and may include securities of partnerships) to which these proposals may apply.
This summary is based solely on the general information in the October 31, 2006 announcement, the Normal
Growth Guidelines and the proposed amendments to the Tax Act set out in the Notice of Ways and Means Motion
introduced by the Minister of Finance (Canada) on March 27, 2007. No assurance can be given that the final
legislation implementing the SIFT Proposals will be consistent with the foregoing or that Canadian federal income
tax law respecting the taxation of income trusts and other flow-through entities will not be further changed in a
manner that adversely affects the Trust and its Unitholders.

On September 16, 2004, the Minister of Finance (Canada) released draft amendments to the Tax Act under
which a trust would lose it status as a mutual fund trust if the aggregate fair market value of all units issued by the
trust held by one or more non-residents (including partnerships with one or more non-resident members) is more
than 50% of the aggregate fair market value of all units issued by the trust where more than 10% (based on fair
market value) of the trust’s property is taxable Canadian property or certain other types of property. Such draft
amendments do not provide any means of rectifying a loss of mutual fund trust status. On December 6, 2004, the
Minister of Finance (Canada) tabled a Notice of Ways and Means Motion which did not include these proposed
changes. The Department of Finance has suspended implementation of these proposed changes pending further
consultation with interested parties.

On October 31, 2003, the Department of Finance released, for public consultation, draft proposed
amendments (the “October 31, 2003 Proposals™) to the Tax Act that would require, for taxation years commencing
after 2004, that there be a reasonable expectation of cumulative profit from a business or property in order for a
taxpayer to claim a loss in a particular taxation year from the business or property, and that would make it clear that
“profit” for this purpose does not include capital gains. The October 31, 2003 Proposals could, among other things,
adversely affect a Securityholder or a Unitholder who has borrowed funds in connection with the acquisition of
Preferred Securities or Capital Units. In the Canadian federal budget tabled in the House of Commons on
February 23, 2005 by the Minister of Finance (Canada), it was announced that the Department of Finance (Canada)
would replace the October 31, 2003 Proposals with a more modest legislative initiative which is to be released for
public comment. No such proposal has been released to date. This summary does not describe the income tax
considerations relating to the deductibility of interest on money borrowed to acquire Preferred Securities or Capital
Units and any such Securityholders or Unitholders should consult their own tax advisors in this regard.

This summary is not exhaustive of all possible Canadian federal income tax considerations applicable
to an investment in Capital Units or Preferred Securities. Moreover, the income and other tax consequences
of acquiring, holding or disposing of Capital Units or Preferred Securities will vary depending on the
investor’s particular circumstances including the province(s) or territory(ies) in which the investor resides or
carries on business. Accordingly, this summary is of a general nature only and is not intended to be legal or
tax advice to any particular investor. Prospective investors should consult their own tax advisors for advice
with respect to the income tax consequences of an investment in Capital Units or Preferred Securities, based
on their particular circumstances.

Taxation of the Trust

The Trust is subject to tax under Part | of the Tax Act in each taxation year on its income for the year,
including net realized taxable capital gains, computed in accordance with the provisions of the Tax Act, less the
portion thereof that it claims in respect of amounts paid or payable to Unitholders in the year. An amount will be
considered to be payable to a Unitholder in a taxation year if it is paid in the year by the Trust or the Unitholder is
entitled in that year to enforce payment of the amount.

With respect to each issuer included in the Portfolio that is a Canadian resident trust and that is not subject
in a taxation year to the tax proposed under the SIFT Proposals, the Trust will be required to include in the
calculation of its income such portion of the net income, including net taxable capital gains, of the issuer of such
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units as is paid or payable to the Trust by the issuer in the year, notwithstanding that certain of such amounts may be
reinvested in additional units of the issuer. Provided that appropriate designations are made by such issuer, net
taxable capital gains and taxable dividends from taxable Canadian corporations treated as paid or payable by the
issuer to the Trust will effectively retain their character in the hands of the Trust. The Manager has advised counsel
that, to the extent available under the Tax Act and CRA’s administrative practice, the Trust will pass on to
Unitholders in respect of eligible dividends the benefit of the enhanced gross-up and tax credit.

The Trust will be required to reduce the adjusted cost base of units of each such issuer by any amount paid
or payable by such issuer to the Trust except to the extent that the amount was included in calculating the income of
the Trust or was the Trust’s share of the non-taxable portion of capital gains of such issuer, the taxable portion of
which was designated in respect of the Trust. If the adjusted cost base to the Trust of such units becomes a negative
amount at any time in a taxation year of the Trust, that negative amount will be deemed to be a capital gain realized
by the Trust in that taxation year and the Trust’s adjusted cost base of such units will be increased by the amount of
such deemed capital gain.

With respect to partnership units in the Portfolio of each issuer that is a limited partnership and that is not
subject in a taxation year to the tax proposed under the SIFT Proposals, the Trust will be required, in computing its
income, to include or will be entitled to deduct, as the case may be, and subject to the *“at-risk rules” and other
provisions in the Tax Act, its share of net income, capital gains, losses and capital losses for tax purposes of the
issuer allocated to the Trust for the fiscal year of the issuer ending in the Trust’s taxation year, whether or not a
distribution is received in respect thereof from the issuer.

In general, the adjusted cost base at a particular time to the Trust of units of a limited partnership will be
equal to the cost of such units to the Trust plus its share of income and capital gains of the limited partnership
allocated to it for fiscal years of the limited partnership ending before the particular time less the total of its share of
losses and capital losses of the limited partnership allocated to it for fiscal years of the partnership ending before the
particular time and the Trust’s share of any distributions received from the limited partnership before the particular
time. If the adjusted cost base to the Trust of units of a limited partnership is negative at the end of a fiscal year of
the partnership, that amount will be deemed to be a capital gain realized by the Trust at that time and the adjusted
cost base of such units to the Trust will be increased by the amount of such deemed capital gain.

Under the SIFT Proposals, each issuer in the Portfolio that is a SIFT trust or SIFT partnership as defined in
the SIFT Proposals (which will generally include income trusts (other than certain REITS) and certain partnerships,
the units of which are listed or traded on a stock exchange or other public market) will be subject to a tax in respect
of its “non-portfolio earnings”, which will include (i) income from non-portfolio properties (exceeding any losses
for the taxation year from non-portfolio properties), other than taxable dividends, and (ii) taxable capital gains from
dispositions of non-portfolio properties (exceeding allowable capital losses from dispositions of such properties).
For this purpose, non-portfolio properties include: (i) certain Canadian real and resource properties, (ii) a property
that the SIFT trust or SIFT partnership (or a non-arm’s length person or partnership) uses in the course of carrying
on a business in Canada, and (iii) securities of a “subject entity” if the SIFT trust or SIFT partnership holds
securities of the subject entity that have a total fair market value that is greater than 10% of the subject entity’s
equity value or if the SIFT trust or SIFT partnership holds securities of the subject entity which, together with all
securities held of affiliates of the subject entity, have a total fair market value that is greater than 50% of the SIFT
trust’s or SIFT partnership’s equity value. A “subject entity” includes corporations resident in Canada, trusts
resident in Canada, and Canadian resident partnerships. The SIFT Proposals provide that non-portfolio earnings of a
SIFT trust or SIFT partnership will be taxed at a rate that is equivalent to the federal general corporate tax rate for
the taxation year plus a provincial tax factor of 13%. The SIFT Proposals generally will not apply to taxation years
of issuers that end before 2011 where units of the issuer were publicly traded before November 1, 2006. However,
the deferral until 2011 will be lost and the SIFT Proposals will apply immediately in any taxation year ending after
2006 if the issuer exceeds the normal growth limitations set out in the Normal Growth Guidelines, as may be
amended from time to time, unless the excess arose from a prescribed transaction or if the issuer is a trust or
partnership that was not a SIFT on October 31, 2006 but subsequently becomes a SIFT at any time thereafter. The
Normal Growth Guidelines establish objective tests with respect to how much a SIFT is permitted to grow in the
interim period from November 1, 2006 to the end of 2010 without becoming immediately subject to the SIFT
Proposals. Where the deferral is not available or is rescinded, the SIFT Proposals will generally apply to the 2007
and later taxation years of a SIFT trust or SIFT partnership. Under the SIFT Proposals, non-portfolio earnings of a
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SIFT trust or SIFT partnership will generally be taxed to unitholders as though they were a taxable dividend from a
taxable Canadian corporation. Such dividend will be an “eligible dividend” and should therefore benefit from the
enhanced gross-up and dividend tax credit rules in the Tax Act.

In computing its income for tax purposes, the Trust may deduct reasonable administrative and other
expenses incurred to earn income, including interest on Preferred Securities. The Trust may deduct rateably over a
five-year period (subject to proration in any taxation year that is less than 365 days) the agents’ fees from the initial
public offering and other offering expenses that are paid by the Trust and not reimbursed. Any non-capital losses
incurred by the Trust may generally be carried forward or back and deducted in computing the taxable income of the
Trust in accordance with the detailed rules and limitations contained in the Tax Act (including the October 31, 2003
Proposals discussed below).

The CRA has expressed a view that, in certain circumstances, the deductibility of interest on money
borrowed to invest in an income fund may be reduced on a pro rata basis in respect of distributions from the income
fund that are a return of capital which are not reinvested for an income earning purpose. Counsel are of the view
that, while the ability to deduct interest depends on the facts, based on the jurisprudence, the Trust should be able to
deduct interest on money borrowed to acquire Portfolio securities. Income of the Trust that is not distributed to
Unitholders would be subject to non-refundable income tax in the Trust.

It is possible that, if the October 31, 2003 Proposals are implemented in the form currently proposed, the
deduction of losses of the Trust in a particular taxation year could be limited. Under the October 31, 2003
Proposals, with effect for taxation years commencing after 2004, a taxpayer will have a loss for a taxation year from
a particular source that is a business or property only if, in that year, it is reasonable to expect that the taxpayer will
realize a cumulative profit from the business or property during the time that the taxpayer has carried on, and can
reasonably be expected to carry on, the business or has held, and can reasonably be expected to hold, the property.
The Department of Finance has indicated that for this purpose “profit” is intended to mean profit determined in
accordance with generally accepted commercial principles. The October 31, 2003 Proposals expressly provide that
profit for this purpose will not include capital gains or capital losses, and do not provide for any carry forward of a
loss that cannot be claimed as a result of the application of the proposed rules.

On a disposition of property held by the Trust that is capital property, the Trust will realize a capital gain
(or capital loss) to the extent that the proceeds of disposition exceed (or are less than) the adjusted cost base of such
property and any reasonable costs of disposition. The Trustee has advised counsel that the Trust has made an
election under subsection 39(4) of the Tax Act so that all of the Trust’s investments that are “Canadian securities”
(as defined in the Tax Act) are deemed to be capital property. A distribution by the Trust of property so distributed
upon a redemption of Capital Units will be treated as a disposition by the Trust of the property so distributed for
proceeds of disposition equal to its market value.

The Trust will be entitled for each taxation year throughout which it is a mutual fund trust to reduce
(or receive a refund in respect of) its liability, if any, for tax on its net realized capital gains by an amount
determined under the Tax Act based on the redemptions of Capital Units during the year (“capital gains refund”). In
certain circumstances, the capital gains refund in a particular taxation year may not completely offset the tax liability
of the Trust for such taxation year which may arise upon the sale of securities in connection with redemptions of
Capital Units.

The Trustee has advised counsel that the Trust generally intends to deduct, in computing its income in each
taxation year, the full amount available for deduction in each year. Therefore, provided the Trust makes distributions in
each year of its net income for tax purposes and net realized capital gains as described under “Description of the
Capital Units — Certain Provisions of the Capital Units — Distributions”, it will generally not be liable in such year for
income tax under Part | of the Tax Act other than such tax on net realized capital gains that would be recoverable by it
in such year by reason of the capital gains refund.

Taxation of Unitholders

A Unitholder generally will be required to include in computing income for a taxation year the amount of
the Trust’s net income for the taxation year, including the taxable portion of the Trust’s net realized capital gains,
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paid or payable to the Unitholder in the taxation year whether received in cash, in additional Capital Units or
otherwise. The non-taxable portion of the net realized capital gains of the Trust paid or payable to a Unitholder in a
taxation year will not be included in computing the Unitholder’s income for the year. Any amount in excess of the
Unitholder’s share of the net income and the net realized capital gains of the Trust for a taxation year that is paid or
becomes payable to the Unitholder in such year generally will not be included in the Unitholder’s income for the
year but will reduce the adjusted cost base of the Unitholder’s Capital Units. It is expected that at the Maturity Date
the adjusted cost base of a Unitholder’s Capital Units will be less than $10.00 per Capital Unit. To the extent that
the adjusted cost base of a Capital Unit becomes less than zero, the negative amount will be deemed to be a capital
gain and the adjusted cost base of the Capital Unit to the Unitholder will then be increased by the amount of such
deemed capital gain.

Provided that appropriate designations are made by the Trust, such portion of the net realized taxable
capital gains of the Trust, and the taxable dividends received, or deemed to be received, by the Trust on shares of
taxable Canadian corporations, as is paid or payable to a Unitholder will effectively retain its character and be
treated as such in the hands of the Unitholder for purposes of the Tax Act. To the extent that amounts are designated
as taxable dividends from taxable Canadian corporations, the normal gross-up and dividend tax credit rules will
apply. The manager has advised counsel that to the extent available under the Tax Act and CRA’s administrative
practice, the Trust will pass on to Unitholders in respect of eligible dividends the benefit of the enhances gross-up
and tax credit. Any loss of the Trust for purposes of the Tax Act cannot be allocated to, and cannot be treated as a
loss of, a Unitholder.

A Unitholder who acquires additional Capital Units may become taxable on the Unitholder’s share of any
income and gains of the Trust that have accrued or been realized but have not been made payable at the time the
additional Capital Units are acquired.

On the disposition or deemed disposition of Capital Units (whether on a sale, redemption or otherwise), the
Unitholder will realize a capital gain (or capital loss) to the extent that the Unitholder’s proceeds of disposition
(other than any amount payable by the Trust which represents an amount that is otherwise required to be included in
the Unitholder’s income as described above) exceed (or are less than) the aggregate of the adjusted cost base of the
Capital Units and any reasonable costs of disposition.

For the purpose of determining the adjusted cost base to a Unitholder of the Capital Units, when a Capital
Unit is acquired, the cost of the newly-acquired Capital Unit will be averaged with the adjusted cost base of all of
the Capital Units owned by the Unitholder as capital property at that time.

Where the redemption price for Capital Units is paid by the transfer by the Trust of property of the Trust to
the redeeming Unitholder, the proceeds of disposition to the Unitholder of the Capital Units will be equal to the fair
market value of such property so transferred and the amount of any cash received less any gain realized by the Trust
as a result of the transfer of property on the redemption of Capital Units which is made payable by the Trust to the
redeeming Unitholder. The cost of any property distributed by the Trust to a Unitholder upon a redemption of
Capital Units will be equal to the fair market value of that property at the time of the distribution.

One-half of any capital gain realized on the disposition of Capital Units will be included in the Unitholder’s
income and one-half of any capital loss realized may be deducted from taxable capital gains in accordance with the
provisions of the Tax Act.

In general terms, net income of the Trust paid or payable to a Unitholder that is designated as taxable
dividends from taxable Canadian corporations or as net taxable capital gains, and capital gains realized on the
disposition of Capital Units, may increase the Unitholder’s liability for alternative minimum tax.

Taxation of Securityholders

A Securityholder generally will be required to include in computing income for a taxation year all interest
on the Preferred Securities that is received or receivable by the Securityholder in that taxation year (depending upon
the method regularly followed by the Securityholder in computing income), except to the extent that the interest was
included in the Securityholder’s income for a preceding taxation year.



-32-

Any amount paid by the Trust as a penalty or bonus because of the repayment of all or part of the principal
amount of a Preferred Security before its maturity will be deemed to be received by the Securityholder as interest on
the Preferred Security and will be required to be included in computing the Securityholder’s income as described
above to the extent that such amount can reasonably be considered to relate to, and does not exceed the value at the
time of payment of, interest that, but for the repayment, would have been paid or payable by the Trust on the
Preferred Security for a taxation year of the Trust ending after the repayment of such amount.

On a disposition or deemed disposition of a Preferred Security, including a redemption, payment on
maturity, repurchase or purchase for cancellation, a Securityholder will generally be required to include in
computing its income for the taxation year in which the disposition occurs the amount of interest that has accrued on
the Preferred Security to that time except to the extent that such interest has otherwise been included in the
Securityholder’s income for the year or a preceding taxation year.

A disposition or deemed disposition of a Preferred Security by a Securityholder will generally result in the
Securityholder realizing a capital gain (or capital loss) equal to the amount by which the proceeds of disposition, net
of any amount included in the Securityholder’s income as interest, exceed (or are less than) the aggregate of the
Securityholder’s adjusted cost base thereof and any reasonable costs of disposition. Any such capital gains or capital
losses will be treated, for tax purposes, in the same manner as capital gains and capital losses arising from a
disposition of Capital Units, which treatment is discussed above under “Canadian Federal Income Tax
Considerations — Taxation of Unitholders”.

In general terms, capital gains realized on the disposition of Preferred Securities may increase the
Securityholder’s liability for alternative maximum tax.

ELIGIBILITY FOR INVESTMENT

Provided that the Trust qualifies as a “mutual fund trust” for the purposes of the Tax Act and the
regulations thereunder, Capital Units are qualified investments under the Tax Act for trusts governed by registered
retirement savings plans, registered retirement income funds, deferred profit sharing plans and registered education
savings plans (collectively, the “Plans™). Provided the Trust qualifies as a mutual fund trust and the Capital Units
are listed on a prescribed stock exchange in Canada (which includes the Toronto Stock Exchange), the Preferred
Securities are qualified investments under the Tax Act for Plans.

RISK FACTORS

An investment in Capital Units and Preferred Securities is subject to various risk factors, including the
following risks which prospective investors should consider before purchasing any Capital Units or Preferred
Securities:

No Assurances of Achieving Objectives

There is no assurance that the Trust will be able to achieve its objectives, including being able to pay the
interest on, and repay the original subscription price of, the Preferred Securities, or being able to pay the Anticipated
Distributions. Furthermore, there can be no assurance that the Trust’s NAV will be preserved or that distributions, if
any, made to Unitholders will not be fully taxable.

The Trust expects to pay the interest on the Preferred Securities from distributions from the Portfolio
securities. There is no guarantee that distributions sufficient to fund the interest on the Preferred Securities will be
received by the Trust in respect of Portfolio securities. If sufficient distributions are not received by the Trust,
interest payments on the Preferred Securities may require the liquidation of some or all of the Portfolio securities,
and the ability of the Trust to achieve its objectives may be significantly reduced.

The Trust intends to make monthly cash distributions to Unitholders. However, such distributions may not
be made if, after giving effect to the proposed distributions, the Combined Value would be less than 1.4 times the
Repayment Price. In addition, distributions on the Capital Units are conditional upon the Trust being current in its
obligation to pay interest on the Preferred Securities in accordance with the terms of the Trust Indenture. There is
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no assurance that the Portfolio securities will pay distributions in an amount which will enable the Trust to pay any
distributions on the Capital Units.

An investment in the Trust is appropriate only for investors who have the capacity to absorb a loss of some or
all of their investment and who can withstand the effect of no distributions (in respect of Capital Units) or interest (in
respect of Preferred Securities) being paid in any given period.

Leverage

Unitholders will be subject to a form of leverage such that any capital appreciation in the Capital Units
purchased with the net proceeds from the issue of both the Preferred Securities and the Capital Units offered hereby
after repaying the Preferred Securities and all accrued and unpaid interest thereon, the Loan Facility and any other
indebtedness of the Trust, and any other expenses and liabilities of the Trust will be for the benefit of the
Unitholders. In the event of a decrease in the value of the Portfolio, this leverage will work to the disadvantage of
Unitholders, with the result that any net capital loss incurred by the Trust on its investment in the Portfolio will
effectively first be for the account of Unitholders. Accordingly, any decrease in the value of the Portfolio will result
in a greater proportionate decrease in the value of the Capital Units. If, at the Termination Date, the total assets of
the Trust are less than or equal to the amount of the aggregate of all liabilities of the Trust (including the aggregate
original subscription price of the Preferred Securities and all accrued and unpaid interest thereon and other
indebtedness of the Trust), the Capital Units will have no value. There is no assurance that there will be any capital
appreciation on the Capital Units.

Fluctuations in Net Asset Value

The NAV per Capital Unit and the funds available for distributions will vary according to, among other
things, distributions paid on the Preferred Securities and the Capital Units, the value of the securities in the Portfolio,
the performance of the equity market generally, and interest rates. Fluctuations in the market values of the securities
in the Portfolio may occur for a number of reasons beyond the control of the Manager and the Investment Advisor.
See “Valuation”.

Capital Units may trade in the market at a premium or discount to the NAV per Capital Unit and there can be
no assurance that Capital Units will trade at a price equal to the NAV per Capital Unit. Preferred Securities may trade
in the market at a premium or discount to the Repayment Price.

Business Trust and Power Generation and Pipeline Trust Investments

The value of the Trust’s investments in business trusts and power generation and pipeline trusts, and the
income generated by such trusts, are subject to changes in general economic conditions including interest rates and
in industry specific conditions including the performance of competitors and demand for specific products and
services, and may be adversely affected by a change in any of such conditions.

Commodity Price Fluctuation

The operations and financial condition of resource-based issuers, including oil and gas royalty trusts, and
the amount of distributions paid on their units, is dependent in part on commodity prices applicable to the
commodities sold by such issuers. Prices for commodities will vary and are determined by supply and demand
factors, including weather, general economic conditions and political conditions. A decline in commaodity prices
could have an adverse effect on the operations and financial conditions of such issuers and the amount of
distributions paid on their units. In addition, certain commaodity prices are based on a U.S. dollar market price.
Accordingly, an increase in the value of the Canadian dollar against the U.S. dollar could reduce the amount of
distributions paid on the units of such resource-based issuers.

Real Estate Investments

Investments in REITs are subject to the general risks associated with real property investments. Real
property investments are affected by various factors including changes in general economic conditions (such as the
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availability of long-term mortgage funds) and in local conditions (such as oversupply of space or a reduction in
demand for real estate in the area), the attractiveness of the properties to tenants, competition from other available
space and various other factors.

The value of real property and any improvements thereto may also depend on the credit and financial
stability of the tenants. A REIT’s income and funds available for distribution to its unitholders would be adversely
affected if a significant number of tenants were to become unable to meet their obligations to the REIT or if the
REIT were unable to lease a significant amount of available space in its properties on economically favourable lease
terms.

Changes in Portfolio Composition

The income funds included in the Portfolio will change from time to time. The returns of the Portfolio may
change as its composition changes.

Reliance on the Investment Advisor

The Investment Advisor will advise the Trust in a manner consistent with the investment objectives,
strategy and criteria of the Trust and subject to the investment restrictions. Although the employees of the
Investment Advisor who will be primarily responsible for the management of the Trust’s Portfolio have extensive
experience in managing investment portfolios, there is no certainty that such individuals will continue to be
employees of the Investment Advisor throughout the term of the Trust.

Use of Leverage

It is anticipated that the Trust may at times incur indebtedness under the Loan Facility in an amount up to
an amount not exceeding $15 million (the Credit Limit was reduced to $11 million effective February 15, 2007) or
7% of the value of the Portfolio. The indebtedness will be secured by the Portfolio. There can be no assurance that
such a strategy will enhance returns and in fact the strategy may reduce returns (both distributions and capital). If the
securities in the Portfolio suffer a decrease in value, the leverage component will cause a decrease in NAV in excess
of that which would otherwise be experienced. In the event that the Loan Facility is called by the Lender, the Trust
may be required to liquidate the Portfolio to repay the indebtedness at a time when the market for the securities in
the Portfolio may be depressed, thereby forcing the Trust to incur losses.

Iliquid Securities

There is no assurance that an adequate market will exist for Portfolio securities acquired by the Trust.
Portfolio securities purchased on a private placement basis or issued by issuers that are not reporting issuers in all
provinces may be subject to hold periods under certain provincial securities legislation. The Trust cannot predict
whether the Portfolio securities held by it will trade at a discount to, a premium to, or at their respective net asset
values.

In addition, if the Manager is unable, or determines that it is inappropriate, to dispose of some or all of the
Portfolio securities prior to the Termination Date, Unitholders may, subject to applicable laws, receive distributions of
securities in kind upon the termination of the Trust, for which there may be an illiquid market or which may be subject
to resale restrictions of indefinite duration. Further, if the Investment Advisor determines that it is appropriate to
acquire certain securities for the Trust, the Investment Advisor may be unable to acquire the number of such securities,
or to acquire such securities at a price acceptable to the Investment Advisor, if the market for such securities is
particularly illiquid.

Installment Receipts
The Trust may purchase certain Portfolio securities as installment receipts representing ownership interests

in trust units, the original subscription price of which is payable on an instaliment basis. The Trust may be required
to pay subsequent installments despite a decline in the value of the securities of an issuer in which the Trust invests.
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Taxation of Underlying Investments

The SIFT Proposals propose changes to the Tax Act that would impose a tax on certain income earned by
most publicly traded trusts and partnerships (other than certain REITS) and that would treat distributions or
allocations of such income to investors as a dividend from a taxable Canadian corporation. The SIFT Proposals do
not change the tax treatment of distributions that are paid as a return of capital by SIFT trusts but there can be no
assurance that the final legislation implementing the SIFT Proposals will maintain such tax treatment. The SIFT
Proposals will be effective for a SIFT’s taxation year ending after 2006, except that the application will generally be
delayed until the SIFT’s taxation year ending after 2010 if the SIFT would have been a SIFT on October 31, 20086,
had the SIFT proposals been enacted on that date. However, the deferral will be lost and the SIFT Proposals will
apply immediately in any taxation year ending after 2006 if the SIFT exceeds the normal growth limitations set out
in the Normal Growth Guidelines, as may be amended from time to time, unless the excess arose from a prescribed
transaction or if a trust or partnership that would not have been a SIFT on October 31, 2006 subsequently becomes a
SIFT at any time thereafter. The Normal Growth Guidelines establish objective tests with respect to how much a
SIFT is permitted to grow in the interim period from November 1, 2006 to the end of 2010 without becoming
immediately subject to the SIFT Proposals. The Trust was established to provide investors with exposure to the
Portfolio that includes securities of income trusts (and may include securities of partnerships) to which these
proposals may apply. At this time, the long term impact of these proposed changes is uncertain. However, these
proposed changes may reduce the tax effectiveness of holding units of income trusts, and may negatively impact the
value of income trusts units held by the Trust. Further, no assurance can be given that the final legislation
implementing the SIFT Proposals will be consistent with the foregoing or that Canadian federal income tax law
respecting the taxation of income trusts and other flow-through entities will not be further changed in a manner that
adversely affects the Trust and its Unitholders.

Taxation of the Trust

Under the SIFT Proposals a Canadian resident trust or partnership the units of which are listed or traded on
a stock exchange or other public market and that hold one or more “non-portfolio properties” (as defined in the SIFT
Proposals) will be a SIFT trust or SIFT partnership, as the case may be. If the SIFT Proposals become applicable to
the Trust, the Trust would be subject to a tax on certain income, commencing in the taxation year in which it
becomes a SIFT, notwithstanding that the income is distributed to Unitholders. Unitholders would be taxed on
distributions of such income in a manner similar to dividends from taxable Canadian Corporations. The deemed
dividend will be eligible for the enhanced dividend tax credit if paid or allocated to a resident of Canada. The
Manager has advised counsel that the Trust has not held and will not hold investments that would result in the Trust
becoming subject to the SIFT Proposals in any taxation year. However, until the SIFT Proposals are enacted, no
final determination of the applicability of these amendments to the Trust can be made. If the Trust were to become a
SIFT trust within the meaning of the SIFT Proposals, the income tax considerations discussed under the heading
“Canadian Federal Income Tax Considerations” could be materially and adversely different in certain respects. See
“Canadian Federal Income Tax Considerations”.

While the Trust has been structured so that the Trust will generally not be liable to pay income tax, the
information available to the Trust and the Manager relating to the characterization, for tax purposes, of the
distributions received by the Trust in any year from issuers of Portfolio securities may be insufficient as at
December 31 of that year to ensure that the Trust will make sufficient distributions in order that it will not be liable
to pay non-refundable income tax in respect of that year.

The CRA has expressed a view that, in certain circumstances, the deductibility of interest on money
borrowed to invest in an income fund may be reduced on a pro rata basis in respect of distributions from the income
fund that are a return of capital and which are not reinvested for an income earning purpose. Counsel are of the
view that, while the ability to deduct interest depends on the facts, based on the jurisprudence, the CRA’s view
should not affect the Trust’s ability to deduct interest on money borrowed to acquire units of income funds included
in the Portfolio securities. In addition, the Manager will take steps to ensure that money borrowed by the Trust is
used to purchase units of income funds which are less likely to make return of capital distributions. If the CRA’s
view were to apply to the Trust, part of the interest payable by the Trust in connection with money borrowed to
acquire certain Portfolio securities could be non-deductible, increasing the net income of the Trust for tax purposes
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and the taxable component of distributions to Unitholders. Income of the Trust which is not distributed to
Unitholders would be subject to non-refundable income tax in the Trust.

On October 31, 2003, the Department of Finance released for public comment the October 31, 2003
Proposals. In general, the October 31, 2003 Proposals may deny losses in respect of a business or property if in the
year it is not reasonable to expect that the taxpayer will realize a cumulative profit from that business or property for
the period in which the taxpayer has carried on, and can reasonably be expected to carry on, that business or has held
and can reasonably be expected to hold, that property. The Manager believes that it is reasonable to expect that the
Trust will realize a cumulative profit from each of its properties. If the October 31, 2003 Proposals applied to the
Trust, losses in respect of property of the Trust could be denied, which may reduce after-tax returns to Unitholders
and Securityholders as a result. Income of the Trust that is not distributed to Unitholders would be subject to non-
refundable income tax in the Trust. The Trust will monitor its activities in this respect, as well as the October 31,
2003 Proposals. In the Canadian federal budget tabled in the House of Commons on February 23, 2005 by the
Minister of Finance (Canada), it was announced that the Department of Finance (Canada) would replace the October
31, 2003 Proposals with a more modest legislative initiative to be released for public comment. No such proposal
has been released to date.

There can be no assurance that Canadian federal income tax laws and administrative policies respecting the
treatment of mutual fund trusts will not be changed in a manner which adversely affects Unitholders. If the Trust
ceases to qualify as a “mutual fund trust” under the Tax Act, the income tax considerations described under
“Canadian Federal Income Tax Considerations” would be materially and adversely different in certain respects.

Currently, a trust will not be considered to be a mutual fund trust if it is established or maintained primarily
for the benefit of non-residents of Canada, including for this purpose partnerships with one or more non-resident
members, unless all or substantially all of its property is property other than taxable Canadian property as defined in
the Tax Act. On September 16, 2004, the Minister of Finance (Canada) released draft amendments to the Tax Act.
Under the draft amendments, a trust would lose its status as a mutual fund trust if the aggregate fair market value of
all units issued by the trust held by one or more non-residents is more than 50% of the aggregate fair market value of
all the units issued by the trust where more than 10% (based on fair market value) of the trust’s property is taxable
Canadian property or certain other types of property. If the draft amendments are enacted as proposed, and if, at any
time, more than 50% of the aggregate fair market value of Capital Units of the Trust were held by non-residents, the
Trust would thereafter cease to be a mutual fund trust. The draft amendments do not currently provide any means of
rectifying a loss of mutual fund trust status. On December 6, 2004, the Department of Finance tabled a Notice of
Ways and Means Motion which did not include these proposed changes. The Department of Finance has suspended
implementation of these proposed changes, pending further consultation with interested parties.

Risks Specific to the Structure of the Trust

Distributions on Portfolio securities will be used to pay the expenses and other liabilities of the Trust and
the Preferred Security Interest Amount. The net proceeds from the sale of the Preferred Securities were used by the
Trust to purchase Portfolio securities. To the extent that distributions made on the additional Portfolio securities
purchased with the net proceeds of the Preferred Securities exceed the aggregate Preferred Security Interest Amount
and quarterly expenses of the Trust, additional distributions may be made on the Capital Units. However, there can
be no assurance that the distributions made on such investments in Portfolio securities will exceed or equal the
aggregate Preferred Security Interest Amount and quarterly expenses of the Trust. If such distributions are less than
the aggregate Preferred Security Interest Amount and quarterly expenses of the Trust, the distributions that could
otherwise be made on the Capital Units if the Trust had not issued Preferred Securities would be reduced, possibly
to zero.

In addition to periodic interest on the Preferred Securities, the Repayment Price of the Preferred Securities
must be repaid on the Maturity Date. The amount to be repaid depends on the aggregate original subscription price
of the Preferred Securities then outstanding, together with any accrued and unpaid interest thereon. A reduction in
the total assets of the Trust does not change the amount that must be paid on account of the Preferred Securities.
Due to this required repayment of the Preferred Securities, decreases in the total assets of the Trust will cause the
value of a Capital Unit to decrease to a proportionately greater extent, as compared to the situation where the Trust
did not issue Preferred Securities. There can be no assurance that the total assets of the Trust will not decrease.
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There is a risk that the Preferred Securities may be repaid by the Trust prior to the Maturity Date, pursuant
to the exercise of the Call Right or otherwise. In such event, the total return to a Securityholder would be less than
the total return if Preferred Securities were held until the Maturity Date.

Status of Preferred Securities

The Preferred Securities are subordinate to all indebtedness of the Trust ranking senior to the Preferred
Securities, including indebtedness to trade creditors of the Trust. The Preferred Securities are direct unsecured debt
obligations issued by the Trust. See “Description of the Units — Certain Provisions of the Preferred Securities —
Subordination”.

Change or Withdrawal of Rating on the Preferred Securities

There can be no assurance that the rating on the Preferred Securities of Pfd-2 by DBRS will remain in
effect or not be revised. If such rating is withdrawn or revised, there may be an adverse effect on the market price of
the Preferred Securities.

Securities Lending

The Trust may engage in securities lending as described under “Investments of the Trust — Securities
Lending”. Although the Trust will receive collateral for the loans, and such collateral is marked to market, the Trust
will be exposed to the risk of loss should the borrower default on its obligation to return the borrowed securities and
the collateral is insufficient to reconstitute the portfolio of loaned securities. In addition, the Trust will bear the risk
of loss of any investment of cash collateral.

Marketability of Capital Units and Preferred Securities

Although the Capital Units and Preferred Securities are currently listed on the TSX, there can be no
assurance that an active public market will continue indefinitely.

Potential Conflicts of Interest

The Investment Advisor and its directors and officers and its affiliates and associates may engage in the
promotion, management or investment management of one or more funds or trusts which invest primarily in
securities similar to the Portfolio securities.

Although none of the directors or officers of the Investment Advisor will devote his or her full time to the
business and affairs of the Trust, each will devote as much time as is necessary to provide portfolio advice to the Trust.
See “Conflicts of Interest”.

Status of the Trust

The Trust is not a “mutual fund” for securities law purposes. As a result, some of the protections provided
to investors in mutual funds under such laws will not be available to investors in the Capital Units and Preferred
Securities and certain restrictions imposed on mutual funds under Canadian securities laws, including National
Instrument 81-102, do not apply to the Trust.

Changes in Legislation

There can be no assurance that income tax, securities and other laws will not be changed or further changed
in a manner which adversely affects the distributions received by the Trust or by the Unitholders or Securityholders.
There can be no assurance that Canadian federal income tax laws and the administrative policies and assessing
practices of the CRA respecting the treatment of mutual fund trusts will not be changed in a manner which adversely
affects Unitholders. If the Trust ceases to qualify as a “mutual fund trust” under the Tax Act, the income tax
considerations described under the heading “Canadian Federal Income Tax Considerations” would be materially and
adversely different in certain respects.
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Deductibility of Interest and Expenses

On October 31, 2003, the Department of Finance released for public comment the October 31, 2003
Proposals. In general, the October 31, 2003 Proposals may deny losses in respect of a business or property if in the
year it is not reasonable to expect that the taxpayer will realize a cumulative profit from that business or property for
the period in which the taxpayer has carried on, and can reasonably be expected to carry on, that business or has held
and can reasonably be expected to hold, that property. The Manager believes that it is reasonable to expect that the
Trust will realize a cumulative profit from its business and properties.

If the October 31, 2003 Proposals applied to the Trust, losses in respect of a business or property of the Trust
could be denied, which may reduce after-tax returns to Unitholders and Securityholders as a result. The Trust will
monitor its activities in this respect, as well as the October 31, 2003 Proposals. In the Canadian federal budget tabled in
the House of Commons on February 23, 2005 by the Minister of Finance (Canada), it was announced that the
Department of Finance (Canada) would replace the October 31, 2003 Proposals with a more modest legislative
initiative to be released for public comment. No such proposal has been released to date

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
The Investment Advisor and the Manager will receive the fees described under “Fees and Expenses — Fees

and Other Expenses” for their respective services to the Trust and will be reimbursed by the Trust for all reasonable
expenses incurred in connection with the operation and administration of the Trust.

MATERIAL CONTRACTS

The following contracts can reasonably be regarded as material to purchasers of Preferred Securities and
Capital Units:

@ the Declaration of Trust described under “The Trust” and “Declaration of Trust and Unitholder
Matters”;
(b) the Trust Indenture described under “Description of the Units — Certain Provisions of the

Preferred Securities — General”;

(c) the Management Agreement described under “Management of the Trust— The Management
Agreement”;
(d) the Investment Advisory Agreement described under “Management of the Trust— The

Investment Advisory Agreement”;
Copies of the agreements referred to in (a) to (d), after the execution thereof, may be inspected during

business hours at the principal office of the Trust during the course of distribution of the Capital Units and Preferred
Securities offered hereby.

AUDITORS

The auditors of the Trust are Deloitte & Touche LLP, Toronto, Ontario.

CUSTODIAN

CIBC Mellon Trust Global Securities Services Company is the custodian of the Trust’s assets pursuant to
the Custodian Agreement dated March 16, 2005. The address of the custodian is 320 Bay Street, P.O. Box 1,
Toronto, Ontario, M5H 4A6. The custodian may employ sub-custodians as considered appropriate in the
circumstances.
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INDENTURE TRUSTEE

CIBC Mellon Trust Company was appointed the Indenture Trustee pursuant to the Trust Indenture.

REGISTRAR AND TRANSFER AGENT

Pursuant to a registrar and transfer agency agreement signed on February 28, 2005, Computershare Investor
Services Inc. was appointed the registrar and transfer agent for the Capital Units. Computershare Investor Services
Inc. is located at 100 University Avenue, Toronto, Ontario, M5J 2Y1. The register of Unitholders is kept in
Toronto, Ontario.
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ADDITIONAL INFORMATION

Additional information about the Fund is available in the Fund’s management reports of Fund performance
and financial statements.

You may obtain a copy of these documents at no cost by calling collect 416-956-5154, or from your dealer
or by email at twise@brookfield.com.

The financial statements, management reports and other information about the Fund, such as information
circulars and material contracts, are also available at www.brookfieldfunds.com or at www.sedar.com.

Managed By:

Brookfield Investment Funds Management Inc.
(formerly Brascan Rising Distribution Management Ltd.)
BCE Place
181 Bay Street, Suite 300,

Toronto, Ontario, M5J 2T3
Tel: 416.956.5154
Website: www.brookfieldfunds.com



