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February 22, 2002
McMillan Binch

Attention: Margaret McNee, Walter C. Lehman

Dear Sirs’Mesdames:

Re: Triax CaRTSIII Trust (the* Trust”)
MRRS Application under National Instrument 81-102 Mutual Funds (" NI 81-102")
SEDAR Project No. 378480, Application No. 848/01

By letter dated August 7, 2001 (the“Variation Application”), you applied to the securities regul atory
authority or regulator in each of the provinces of Canada, excluding Quebec (collectively, the
"Decison Makers'), on behaf of Triax Investment Management Inc., as manager of the Trugt, for a
variation of an Exemption Letter (the “Existing Decision Document”) dated April 25, 2001, which
granted the Trust relief from certain provisions of NI 81-102.

Discretionary relief has been requested specificaly to

(1) enable the Trust to enter into new securities lending transactions notwithstanding that the
aggregate market value of all securities loaned by (and not yet returned to) the Trust in
securities lending transactions aready entered into exceeds 50 percent of the total assets of
the Trust, contrary to paragraph 2.12(1)12 of NI 81-102; and

(i)  permit the non-cash collateral received from the Trust’ s securities lending transactions to be
delivered to the Counterparty (defined in paragraph 6 below), rather than held by the Trust,
to securethe Trust’ s obligations under the Forward Agreements (also defined in paragraph 6
below), contrary to subsection 2.12(3) of NI 81-102.

Fromour review of the Variation Application and other information subsequently communicated both
verbally and in writing to staff, we understand the rel evant facts and representationsto be asfollows:

1. The Trust was established under the laws of the Province of Ontario pursuant to a trust
agreement dated April 25, 2001 entered into between Triax Investment Management Inc.
(“Triax™) as manager of the Trust and as trustee.
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The Trust offered redeemabl e, transferabl e units of the Trust called Capital Repayment Target
Securities (“CaRTS’) pursuant to a (final) prospectus dated April 25, 2001 (the
“Prospectus’). CaRTS may be surrendered for redemption at any time at the option of each
holder of CaRTS (“Holders’) but will only be redeemed on a monthly basis.

CaRTS are listed and posted for trading on The Toronto Stock Exchange (the “ Exchange”).

The Trust will terminate on or about December 31, 2012 (the “Termination Date”), subject
only to extension by Holders by extraordinary resolution.

The Trust’ s investment objectives are:

(i) to provide Holders with a stable stream of quarterly distributions of at least $0.5625
per CaRTS ($2.25 per annum to yield 9.0% on the subscription price of $25.00 per
CaRTS);

(i)  topay to Holders, on or about the Termination Date, an amount per CaRTS equal to
the subscription price of $25.00 (the “Original Investment Amount”); and

(i)  to pay to Holders on the Termination Date, in addition to the Origina Investment
Amount, an amount representing the approximateinitial valueper CaRTSof theActive
Portfolio (described below).

In order to achieve the Trust’s objective of returning the Original Investment Amount to
Holders on or about the Termination Date, the Trust has entered into forward purchase and
sal e agreements (the“ Forward Agreements’) with each of TD Global Finance (“TDGF”) and
Roya Bank of Canada (collectively, the“ Counterparty”) pursuant to which the Counterparty
has agreed to pay to the Trust the Origina Investment Amount on the Termination Date in
exchangefor the Trust agreeing to deliver to the Counterparty equity securitieswhichthe Trust
acquired with approximately 50% of the gross proceeds of the offering (the “Capital
Portfolio”).

If dividends or distributions are paid to the Trust on the Capital Portfolio securities, the
Forward Agreements may be amended and provide that replacement securities acceptable to
the Counterparty may at the Trust’ s option be substituted for the sharesin respect of which the
dividend or distribution has been declared to preserve the value of the forward transaction
prior to the occurrence of such event. Subject to the provision of replacement securities
involving any of the securitiesinthe Capital Portfolio, the Capital Portfolio securitieswill not
be changed during the life of the Trudt.

The balance of the net proceeds of the offering remaining after the acquisition of the Capital
Portfolio have been invested in a diversified portfolio consisting principally of equity
securities issued primarily by leading U.S. and Canadian based companies with a market
capitalizationinexcessof U.S.$1 billionandlisted onamajor North American stock exchange
or quoted on the Nasdag National Market (the “Active Portfolio”).
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To generate additional returns above the dividend income generated by the Active Portfolio,
the Trust, from time to time, writes covered call optionsin respect of al or part of the equity
securities of such portfolio. In addition, the Trust may, from timeto time, hold a portion of its
assets in Cash Equivalents (as defined in the Prospectus) which may be used to provide cover
in respect of writing cash covered put optionsin respect of securitiesinits Active Portfolio.

In connection with the Forward Agreements, the Capital Portfolio securities or other
acceptable collateral will be pledged to and may be held by the Counterparty as security for
the obligationsof the Trust. In order to facilitate securitieslending by the Trust, the provisions
of the Forward Agreements provide for the substitution of collateral pledged to the
Counterparty.

The Trust has entered into a securities lending agreement with each of TD Securities Inc.
(“TDSI") and RBC Dominion Securitiesinc. (collectively, the* Borrower™) pursuant towhich
the Trust loans Capital Portfolio securities to the Borrower (the “Securities Lending
Agreements’). The Borrower is not the same entity or entities as the Counterparty.

Under the Securities Lending Agreements the Trust acquires collateral security either before
or at the same time asiit delivers the loaned securities to the Borrower under the Securities
Lending Agreements which consists of cash in Canadian or U.S. dollars or Canadian or U.S.
debt obligations (the “Non-Cash Collateral”) of or guaranteed by the Government of Canada
or the Government of the United States and which have an aggregate value of not less than
105% of the market value of the loaned securities.

The Capital Portfolio securitieswereacquired by the Trust on or about May 10, 2001, the date
of the closing of the initial public offering (the “Initial Purchase Date”) except for those
Capital Portfolio securities which were acquired on or about June 8, 2001 (the date of the
“greenshoe” closing of the offering).

All of the Capital Portfolio securities owned by the Trust were pledged to the Counterparty
shortly after May 10, 2001, the date of closing (i.e. the datethe Trust’ sobligationsto makethe
pledge arose) except for those which were delivered on or about June 8, 2001 (the date of the
“greenshoe” closing of the offering). The Trust commenced securitieslending activitieson or
about July 3, 2001.

In connection with the Capital Portfolio securities loaned under the Securities Lending
Agreements, the Trust has received Non-Cash Collateral from the Borrower as described in
paragraph 11 and, in turn, has pledged and delivered to the Counterparty this collatera as
subgtitute collateral to secure the obligations of the Trust under the Forward Agreements, as
discussed in paragraph 9.

Although the Trust does not “hold” the Non-Cash Collateral directly, the Trust retains the
ability toretrievethe Non-Cash Collateral held by the Counterparty by providing any recalled
loaned securities under the Securities Lending Agreement as collateral under the Forward
Agreement. In addition, the Securities Lending Agreements provide that if an event of default
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by the Borrower occurs, the Trust isentitled to sell all or aportion of the Non-Cash Collateral
to satisfy al amounts owing to the Trust. The Trust isa so entitled to terminate the Securities
Lending Agreements at any time and recall the loaned securities within the norma and
customary settlement period for securities lending transactions in the market in which the
securities are lent.

The Trust is currently in compliance with NI 81-102 with respect to the pledge of the
collateral acquired pursuant to the SecuritiesLending Agreementsasaresult of therelief from
section 2.6(f) of NI 81-102 granted under the Existing Decision Document. However, since
the amendments to NI 81-102 with respect to securities lending were published in final form
on April 27, 2001 (the “ Amendments’), this exemption will terminate on April 27, 2002.

The Securities Lending Agreementsare anintegral part of the structure of the offering. Part of
the structuring focussed on how the Counterparty’s risk could be hedged and the effect the
manner of hedging would have on the Trust. To contribute to the liquidity of the secondary
market for Capital Portfolio securities, the Capital Portfolio securities areloaned out into the
market. The resulting increased liquidity makes it less likely that the Counterparty will be
unable to hedge its risk under the Forward Agreement. The Counterparty, however, will not
borrow Capital Portfolio securities from the Borrower. It wasintended that the pledgeto the
Counterparty of Non-Cash Collateral acquired pursuant to the Securities L ending Agreements
continue throughout the period that the securities lending arrangements and the Forward
Agreement remainin place. The securitieslending arrangements and the Forward Agreemenet
are expected to be in place throughout the life of the Trust. Therefore, given the Amendments,
upon the expiration of relief granted from section 2.6(f) of NI 81-102 under the Existing
Decision Document, the Trust may well be in contravention of NI 81-102.

The aggregate market value of all securities loaned by the Trust in securities lending
transactions and not yet returned to it did not, at the date the Trust entered into the Securities
Lending Agreement, exceed 50 percent of the total assets of the Trust. Because the Capital
Portfolio securitiesmay bereplaced and the repl acement securitiesloaned over time, the Trust
cannot be certain that the securities loaned will not exceed 50 percent of the Trust’ s assets at
all times throughout the life of the Trust when securities |oans are made.

Although the Existing Decision Document places no limits on the aggregate market value of
securities which may currently be loaned, as noted above the relief from section 2.6(f) of NI
81-102 terminates on April 27, 2002 at which time the provisions of the Amendments apply
and the Trust would be in contravention of NI 81-102.

Decision

Thisletter confirmsthat, based on theinformation provided in the Variation Application and the facts
and representations above, and for the purposes described in the Variation Application, the Decision
Makers hereby grant exemptions from the following regulatory requirements of NI 81-102:
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paragraph 12 of subsection 2.12(1) - to enable the Trust to enter into new securities lending
transactions notwithstanding that the aggregate market value of al securities loaned by, and
not yet returned to, the Trust in securities|ending transactions already entered into exceeds 50
percent of the total assets of the Trust;

Provided That

the securitiessubject toloansby the Trust in securitieslending transactionsarelimited
to the Capital Portfolio securities,

subject to the acquisition of new securities (the “Replacement Securities’) as
replacement for any of the Capital Portfolio securities, the composition of the Capital
Portfolio securitiesowned by the Trust isthe sameasat thetime of theInitial Purchase
Date, and

the fact that the aggregate market val ue of the Capital Portfolio securitiesloaned by the
Trust exceeds or may exceed 50 percent of the total assets of the Trust has resulted
from

@ an increase in the market value of the Capital Portfolio securities, or

(b) an increase in the market value of any Replacement Securities, or

(c) adeclinein the market value of the Trust’ s Active Portfolio securitiesand the
Forward Agreement; and

subsection 2.12(3) - to permit the Non-Cash Collatera received by the Trust from the
Borrower to be delivered to the Counterparty to secure the Trust’s obligations under the
Forward Agreements.

Provided That

the Trust has the ability, pursuant to the Forward Agreements or any other agreement
under whichthe Trust would pledgeto the Counterparty Non-Cash Collateral received
from the Borrower, to recall such Non-Cash Collatera from the counterparty at any
time and upon demand;

the Counterparty is not, and will at no time be, the borrower under any existing or
future securities lending agreement entered into by the Trust; and

none of the Capital Portfolio securities loaned by the Trust have been, or will be,
loaned by the Borrower to the Counterparty.



Thisletter hereby revokes and replacestherelief obtained from section 2.6(f) of NI 81-102 under the
Existing Decision Document.

Yourstruly,

“ Paul A. Dempsey”

Paul A. Dempsey
Manager, Investment Funds
Capital Markets




