MATERIAL CHANGE REPORT














1.	Reporting Issuer





	RaiLink Ltd.


	1165 Weber Centre


	5555 Calgary Trail South


	Edmonton, Alberta


	T6H  5P9








2.	Date of Material Change





	May 17, 1999








3.	News Release





A news release was released on May 17, 1999 and disseminated for “North American disclosure” through the facilities of Canada NewsWire and is attached hereto as Schedule "A".








4.	Summary of Material Change





RaiLink Ltd. ("RaiLink") and RailAmerica, Inc. ("RailAmerica") jointly announced that they have entered into an agreement (the “Pre-Acquisition Agreement”) dated May 17, 1999 whereby RailAmerica will, on or before May 28, 1999, make an offer to acquire all of the outstanding common shares of RaiLink (the "RaiLink Shares") on the basis of Cdn. $8.75 for each RaiLink Share (the "Offer").





RailAmerica is a diversified international transportation company headquartered in Boca Raton, Florida whose common shares are traded on NASDAQ.





Under the terms of the Pre-Acquisition Agreement, RaiLink shareholders (the "Shareholders") will receive Cdn. $8.75 for each RaiLink Share tendered.  The value of the Offer will be approximately Cdn. $73.2 million.  The Offer represents a premium of approximately 11.5% above the closing price of RaiLink Shares on May 14, 1999.  HSBC Securities is advising RaiLink and has provided an opinion to RaiLink's Board that the consideration to be offered under the Offer is fair to the Shareholders from a financial point of view.





The material terms of the Pre-Acquisition Agreement are attached as Schedule "B" hereto.





�
6.	Reliance on Confidentiality Provision





	Not Applicable








7.	Omitted Information





	Not Applicable








8.	Senior Officer





	For further information, contact:





	Gordon J. Clanachan, President and Chief Executive Officer at:





		RaiLink Ltd.


		1165 Weber Centre


		5555 Calgary Trail South


		Edmonton, Alberta


		T6H  5P9


		Telephone:	(780) 448 - 5855


		Facsimile:	(780) 439 - 5658








9.	Statement of Senior Officer





The foregoing accurately discloses the material change referred to in this report.








DATED as of this 19th day of May, 1999 at the City of Edmonton, in the Province of Alberta.








						RAILINK LTD.











						Per:	(signed) Gordon J. Clanachan___________


							GORDON J. CLANACHAN


							President and Chief Executive Officer


�



SCHEDULE “A”





FOR IMMEDIATE RELEASE





RaiLink Ltd.


TSE Symbol:  RLK





RailAmerica, Inc.


NASDAQ NNM Symbol:  RAIL





RAILINK LTD. AGREES TO CDN$8.75 PER SHARE ALL CASH BID BY RAILAMERICA, INC.





EDMONTON, ALBERTA, CANADA and BOCA RATON, FLORIDA, USA:  May 17, 1999 – RaiLink Ltd. (“RaiLink”) and RailAmerica, Inc. ("RailAmerica") announced today that they have entered into an agreement pursuant to which RailAmerica will, on or prior to May 28, 1999, commence an all cash bid for all of the common shares of RaiLink at a price of Cdn. $8.75 per share.  The agreement with RailAmerica is the result of RaiLink's previously announced process to identify parties interested in pursuing a transaction with the Company to enhance shareholder value.  Upon the unanimous recommendation of the independent special committee of the Board of Directors established in connection with the Company's process, the Board of Directors of RaiLink is unanimously recommending that shareholders accept the offer.





Gordon Clanachan, President and Chief Executive Officer of RaiLink, said "we are enthusiastic about the offer being made by RailAmerica.  In addition to providing an attractive price to our shareholders, the combined operations of RaiLink and RailAmerica will provide further opportunities for growth and advancement in our industry."





Gary O. Marino, RailAmerica, Inc. Chairman, President and CEO, said, "All of us at RailAmerica look forward to the consolidation of RaiLink's fine portfolio of Canadian rail properties with our North American rail operations.  We believe that there are significant synergies and benefits to be derived from a larger core group of railroads.  Upon completion of the transaction, RailAmerica will operate more than 3,700 miles of railroads in North America and approximately 8,100 miles worldwide, making us one of the largest rail operators in the rail industry."





The offer of Cdn. $8.75 per common share represents a substantial premium to the RaiLink share price prior to the March 10, 1999 announcement that RaiLink had commenced a process to identify parties interested in pursuing a possible business combination.  As of May 14, 1999, RaiLink had approximately 8.36 million common shares outstanding on a fully diluted basis, giving the transaction a potential equity value of approximately Cdn. $73.2 million.





The takeover bid offer will be made by a wholly-owned subsidiary of RailAmerica Inc.  The offer will be open for acceptance for a period of 21 days from the date of mailing of the offer, unless the offer is withdrawn or extended.  The bid is conditional upon, among other things, at least 66 2/3% (on a fully-diluted basis) of the common shares of RaiLink being validly deposited under the offer and not withdrawn, and the receipt of any required regulatory approvals.





In connection with the agreement, RaiLink has agreed not to initiate or seek a competing transaction to RailAmerica's offer.  RaiLink has also agreed to pay a "break fee" equal to a minimum of Cdn. $2.86 million to RailAmerica in certain specified circumstances, including if any other person acquires shares of RaiLink carrying more than 50% of the outstanding voting rights.





HSBC Securities has provided RaiLink with an opinion that the consideration to be offered under the offer by RailAmerica is fair, from a financial point of view, to holders of common shares of RaiLink.  RBC Dominion Securities has been retained by RailAmerica as dealer manager for the offer. 





RaiLink is a publicly traded regional railway company based in Edmonton, Alberta and provides freight transportation services to the national railways and to a wide variety of shippers.  RaiLink and its 26.3% owned affiliate, Quebec Railway Corporation, currently operate eleven regional railways covering approximately 2,500 miles of track in Alberta, the Northwest Territories, Ontario, Quebec and New Brunswick.  RaiLink's common shares trade under the symbol RLK on The Toronto Stock Exchange.  





RailAmerica, Inc., a diversified international transportation company, operates 14 railroads over approximately 5,600 route miles in eight U.S. states, Australia, Canada and the Republic of Chile.  The Company holds a minority equity interest in Australia's transcontinental passenger rail service and owns Kalyn/Siebert, Inc., a specialty truck trailer manufacturer with production facilities in Gatesville, Texas and Trois-Rivieres, Quebec, Canada.





- 30 -





This press release contains forward-looking statements regarding future events and the future performance of the companies that involve risks and uncertainties that could cause actual results to differ materially, including, but not limited to, economic conditions, customer demand, increased competition in the relevant market, and others.  We refer you to the documents that RailAmerica files from time to time with the Securities and Exchange Commission in the United States, such as the Form 10-K, Form 10-Q and Form 8-K reports of RailAmerica, which contain additional important factors that could cause its actual results to differ from its current expectations and from the forward-looking statements contained in this press release.





For information contact:	RaiLink Ltd.


Gordon Clanachan


				President and Chief Executive Officer


				(780) 448-5855








				RailAmerica Inc.


				Wayne August


				Director of Investor Relations


				(561) 994-6015
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SCHEDULE "B"





Material Terms of Pre-Acquisition Agreement








The Offer





Pursuant to the Pre-Acquisition Agreement, RailAmerica, Inc. has agreed to offer to acquire all of the issued and outstanding RaiLink Shares (the "Offer").  The Pre-Acquisition Agreement provides that the Offer is subject to the satisfaction of certain conditions on or prior to the expiry date of the Offer (the "Expiry Date") unless withdrawn or extended by RailAmerica, including, among other things, that not less than 66 2/3% of the outstanding RaiLink Shares (calculated on a fully diluted basis) be tendered to the Offer and not withdrawn (the "Minimum Condition") and that all required regulatory approvals be obtained.  Reference should be made to RailAmerica's offer to purchase for details as to the other conditions of the Offer.





The Pre-Acquisition Agreement may be amended, modified or superseded, and any of the terms, covenants, representations, warranties or conditions therein may be waived, but only by written instrument executed by RailAmerica and RaiLink; provided, however, that either RailAmerica or RaiLink may in its discretion waive a condition which is solely for its benefit without the consent of the other.  No waiver of any nature, in any one or more instances, shall be deemed or construed as a further or continued waiver of any condition or any breach of any other term, representation or warranty in the Pre-Acquisition Agreement.





Selected Excerpts from the Pre-Acquisition Agreement





Set out below are selected material excerpts taken from the Pre-Acquisition Agreement.








ARTICLE 1


THE OFFER





1.1	The Offer





	Subject to the terms and conditions of this Agreement, the Offeror agrees to mail on or before May 28, 1999 to the holders of shares of the Company an offer to purchase all of the outstanding shares (including any associated rights issued pursuant to the Company's Shareholder Rights Plan Agreement, as may be amended from time to time, hereinafter called the "Rights" and together with the shares called the "Shares" and the holders of Shares are hereinafter called "Shareholders") on the basis of  $8.75 for each share of the Company, subject to the terms and conditions set out in Schedule "A" to this Agreement (the "Offer").  The price per share to be paid by the Offeror shall be subject to adjustment upon the occurrence of certain events as described in Schedule A hereto. The Offeror further agrees that it will not amend the terms of the Offer other than, at its option, to increase the consideration payable thereunder or to extend the expiry thereof, except with the prior consent of the Company.


�
1.2	Company Approval of the Offer





	(a)	The Company represents that its board of directors, upon consultation with its advisors and upon unanimous recommendation of any special committee of the board of directors established for the purpose of considering the transaction contemplated by this Agreement, has determined unanimously that:





		(i)	the Offer is fair to the Shareholders and is in the best interests of the Company and the Shareholders;





		(ii)	the board of directors will recommend that Shareholders accept the Offer; and





		(iii)	this Agreement is in the best interests of the Company and the Shareholders.





	(b)	The Company represents that the board of directors has received an opinion from the Company's financial advisors that the consideration to be offered under the Offer is fair from a financial point of view to the Shareholders.





1.3	Company Cooperation





	(a)	The Company covenants to cooperate with the Offeror, to take all reasonable action to support the Offer and to provide the Offeror with a draft copy of any Directors' Circular issued by the Company, from time to time, prior to the mailing thereof, on a confidential basis, and to provide the Offeror with a reasonable opportunity to review and provide comments thereon.





	(b)	As soon as practicable following the date hereof and in any event prior to the close of business on May 21, 1999, the Company shall cause to be delivered to the Offeror a list (in paper and electronic form, if available) made up to a date not more than two business days before the date hereof setting out the matters set forth in paragraphs 21(5)(a) through (c) of the Business Corporations Act (Alberta) together with supplemental lists (as contemplated in subsection 21(6) of such Act), and lists of holders of options or other rights to acquire Shares, as and when reasonably requested by the Offeror, until the expiry of the Offer.  The Company shall permit and request its registrar and transfer agent to assist the Offeror and the Offeror's depositary under and in connection with the Offer and shall from time to time furnish the Offeror with such additional information, including updated or additional lists of shareholders, mailing labels and lists of securities positions, and other assistance as the Offeror may reasonably request in order to be able to communicate the Offer to the Company's Shareholders, at the Offeror's expense, and to such other persons as are entitled to receive the Offer under applicable laws.





1.4	Joint Press Release and Public Disclosure





	The parties agree to issue jointly a press release as soon as practicable in the form attached as Schedule "B" to this Agreement.  The parties shall consult with each other with respect to any public disclosure regarding this Agreement, the Offer and any related matter and neither party shall issue any press release or other public statement relating to or referring to this Agreement, the Offer (including the terms thereof) and any related matters without the prior written consent of the other party hereto, unless such party is compelled by law to do so, including pursuant to public disclosure requirements under applicable securities legislation, and then only with prior written notice to the other party.





1.5	Post-Offer Covenants





	If the Offeror takes up and pays for Shares pursuant to the Offer, the Offeror and the Company agree to use all reasonable commercial efforts to enable the Offeror to acquire the balance of the Shares as soon as practicable after completion of the Offer by way of compulsory acquisition, arrangement, amalgamation or other type of acquisition transaction carried out for consideration per Share equal to the consideration per share offered under the Offer or such other amount as may be required by a court of competent jurisdiction.





1.6	Outstanding Stock Options 





The Company agrees and represents that its board of directors has determined unanimously to use its and their respective reasonable efforts to encourage all persons holding options to purchase Shares pursuant to the Company's stock option plan and other compensation arrangements or otherwise, to exercise their options prior to the expiry of the Offer and to tender all Shares issued in connection therewith to the Offeror.  The Company further agrees and represents that the board of directors of the Company has also resolved and has authorized and directed the Company to, subject to any required regulatory or stock exchange approval, cause the vesting of option entitlements under its stock option plan and other compensation arrangements to accelerate prior to or concurrent with the expiry of the Offer, such that all outstanding options to acquire Shares are exercisable prior to or concurrent with the expiry of the Offer, and to arrange for all Shares that are fully paid thereunder to be distributed to those persons entitled thereto so as to be able to be tendered into the Offer and to thereafter satisfy all other obligations of the Company under such plans or, upon the acquisition by the Offeror of Shares pursuant to the Offer, to cause all entitlements under such plans to terminate upon the payment of an amount in respect of each outstanding option equal to the amount, if any, by which  $8.75 per Share exceeds the per share exercise price of the option.





The Offeror and the Company agree that the Company may agree with holders of options that, in lieu of such optionholders exercising the options, the Company before the expiry of the Offer will enter into an agreement to pay to such optionholders immediately after the expiry of the Offer the amount, if any, by which $8.75 per Share exceeds the per share exercise price of the option, in exchange for the termination of the option.  Upon the expiry of the Offer, the Company shall take such steps or make such arrangements as are necessary to (i) ensure that all then outstanding options are exercised or terminated and (ii) terminate the Company's stock option plan.





1.7	Shareholder Rights Plan





The Company covenants to take all action necessary pursuant to the Shareholder Rights Plan to effect a waiver of the application of the Shareholder Rights Plan as soon as reasonably possible following receipt of written notice from the Offeror advising that the Offeror intends to take up and pay for the Shares deposited and not withdrawn under the Offer, but in any event prior to the Effective Date, and to ensure that the "Separation Time" (as defined in the Shareholder Rights Plan) does not occur.  





The Company agrees and represents that its board of directors has resolved to:





not waive the application of the Shareholder Rights Plan or to redeem any of the outstanding Rights or take any action that would limit the application of the Shareholder Rights Plan to any transaction other than the Offer or a Superior Proposal that expires no sooner than the Expiry Date; and


subject to receipt of any required approval from The Toronto Stock Exchange, if requested by the Offeror prior to the termination of this Agreement or receipt by the Company of notice under subsection 1.7(a), extend the Expiration Time (as defined under the Shareholder Rights Plan) to a date not later than August 15, 1999.





	(c)	The Offeror acknowledges and agrees that upon the application of the Shareholder Rights Plan being waived in favour of the Offer, the Shareholder Rights Plan shall be deemed to have been waived in respect of any other Acquisition Proposal made by means of a take-over bid circular to all holders of record of Shares prior to the Expiry Date.








ARTICLE 2


COVENANTS OF THE COMPANY





2.1	Ordinary Course of Business





	The Company covenants and agrees that, from the date of this Agreement until the earlier of (x) the date on which this Agreement is terminated and (y) such time as the Offeror's designees pursuant to Section 7.3 hereof shall constitute at least a majority of the Company's board of directors (the "Effective Time"), unless the Offeror shall otherwise agree in writing or as otherwise expressly contemplated or permitted by this Agreement:





	(a)	the Company shall, and shall cause each of its direct and indirect subsidiaries (collectively its "Subsidiaries") to, conduct its and their respective business only in, and not take any action except in, the usual, ordinary and regular course of business and consistent with past practice;





	(b)	the Company shall not directly or indirectly do or permit to occur any of the following (provided that the following shall not limit the ability of the Company to comply with any existing obligations which have been described or set forth in the Disclosure Schedule attached hereto or in the material referred to therein);





		(i)	issue, sell, pledge, lease, dispose of, encumber or agree to issue, sell, pledge, lease, dispose of or encumber (or permit any of its Subsidiaries to issue, sell, pledge, lease, dispose of, encumber or agree to issue, sell, pledge, lease, dispose of or encumber):





			(A)	any  shares of its capital stock (including the Shares), or any options, warrants, calls, conversion privileges or rights of any kind to acquire any shares of, any share capital of the Company or any of its Subsidiaries (other than pursuant to the exercise of stock options or other instruments outstanding on the date hereof and set forth or described in the Disclosure Schedule attached hereto or in the material referred to therein), or





			(B)	except in the ordinary course of business, any assets of the Company or any of its Subsidiaries;





		(ii)	amend or propose to amend its articles or by-laws or those of any of its Subsidiaries;





subdivide, consolidate or reclassify any outstanding securities of the Company, or declare, set aside or pay any dividend or other distribution payable in cash, stock, property or otherwise with respect to any outstanding securities of the Company;





		(iv)	redeem, purchase or offer to purchase (or permit any of its Subsidiaries to redeem, purchase or offer to purchase) any Shares or other securities of the Company or any of its Subsidiaries;





		(v)	reorganize, amalgamate or merge the Company or any of its Subsidiaries with any other person, corporation, partnership or other entity, organization or division whatsoever;





		(vi)	acquire or agree to acquire (by merger, amalgamation, acquisition of shares or assets or otherwise) any person, corporation, partnership or other business organization or division or acquire or agree to acquire any material assets other than in the ordinary course of business;  





		(vii)	incur or guarantee, or commit to incur or guarantee any indebtedness for borrowed money or otherwise or issue any debt securities except for the borrowing of working capital not to exceed $2 million in the aggregate;





		(viii)	make any loans, advances or capital contributions to, or investments in, any other person or entity, other than to a wholly-owned subsidiary of the Company or otherwise in the ordinary course of business (including in accordance with the Company's established expense reimbursement policies) consistent with past practice;





		(ix)	except as contemplated by the Company's capital expenditure plan  described or set forth in the Disclosure Schedule attached hereto or in the material referred to therein, make or agree to make any new capital expenditures which in the aggregate are in excess of $250,000;





		(x)	make or agree to make any tax election that could reasonably be expected to have a material adverse effect on the Company or settle or compromise any material income tax liability;





		(xi)	make any change to its accounting methods, principles or practices;





		(xii)	pay, discharge or satisfy any material claims, liabilities or obligations (whether absolute, accrued, asserted or un-asserted, contingent or otherwise), other than in the ordinary course of business consistent with past practice, or fail to pay or otherwise satisfy any material accounts payable, liabilities or obligations when due and payable;  or





		(xiii)	except for transactions in the ordinary course of business under existing contractual arrangements with Quebec Railway Corporation or its subsidiaries and consistent with past practice, engage in any transactions with any of the Company's affiliates;		


	


	(c)	the Company shall not, and shall cause each of its Subsidiaries to not (otherwise than as may be contemplated in section 1.6 of this Agreement or pursuant to existing offers which are capable of acceptance and which are set forth or described in the Disclosure Schedule attached hereto or in the material referred to therein):





		(i)	enter into or modify any employment, severance, collective bargaining, incentive stock option or similar agreements, policies or arrangements with, or grant any bonuses, salary increases, severance or termination pay to, any officers or directors of the Company other than pursuant to agreements, policies or arrangements in effect (without amendment) on the date hereof; or





		(ii)	in the case of employees who are not officers or directors, take any action other than in the ordinary, regular and usual course of business and consistent with past practice (none of which actions shall be unreasonable) with respect to the entering into or modifying of any employment, severance, collective bargaining or similar agreements, policies or arrangements or with respect to the grant of any bonuses, salary increases, stock options, pension or other benefits, retirement allowances, deferred compensation, severance or termination pay or any other form of compensation or profit sharing or with respect to any increase of benefits payable otherwise than pursuant to agreements, policies or arrangements in effect (without amendment) on the date hereof;





	(d)	the Company shall use its reasonable efforts to cause its current insurance (or re-insurance) policies not to be cancelled or terminated or any of the coverage thereunder to lapse, unless simultaneously with such termination, cancellation or lapse, replacement policies underwritten by insurance and re-insurance companies of nationally recognized standing providing coverage equal to or greater than the coverage under the cancelled, terminated or lapsed policies for substantially similar premiums are in full force and effect;





	(e)	the Company shall:





		(i)	use its reasonable efforts, and cause each of its Subsidiaries to use its reasonable efforts, to preserve intact their respective business organizations and goodwill, to keep available the services of its officers and employees as a group and to maintain satisfactory relationships with suppliers, agents, distributors, customers and others having business relationships with it or its Subsidiaries; 





		(ii)	maintain all of its properties and assets in good repair, order and condition;





		(iii)	maintain its books of account and records in the usual, regular and ordinary manner, in accordance with generally accepted accounting principles, consistently applied;





comply with all laws, regulations and orders applicable  to it and the conduct of its business;





maintain all existing operating authorities and permits in good standing;





		(vi)	not take any action, or permit any of its Subsidiaries to take any action that would render, or that reasonably may be expected to render, any representation or warranty made by it in this Agreement untrue at any time prior to the Effective Time if then made; and





		(vii)	promptly notify the Offeror orally and in writing of any material adverse change in the normal course of its or any of its Subsidiaries' businesses or in the operation of its or any of its Subsidiaries' businesses or in the operation of its or any of its Subsidiaries' properties (in each case on a consolidated basis), and of any material governmental or third party complaints, investigations or hearings (or communications indicating that the same may be contemplated);





	(f)	the Company shall not settle or compromise any claim brought by any present, former or purported holder of any securities of the Company or any party to any agreement with the Company in connection with the transaction contemplated by this Agreement or the Offer prior to the Effective Time without the prior written consent of the Offeror;





	(g)	the Company shall not enter into or modify any contract, agreement, commitment or arrangement including those relating  to any of the matters set forth in this section 2.1; 





	(h)	the Company shall ensure that its board of directors refrains from  taking any action pursuant to employment agreements or similar agreements between the Company and any of its officers or employees which would have the effect of permitting such persons to terminate their employment with the Company and to thereupon become entitled to receive payments from the Company, as a result of the Offer or any other action contemplated hereby;  and





	(i)	the Company shall not authorize or commit or agree to take any of the actions described in subsections 2.1(b), (c), (f) or (g).








2.2	Non-Solicitation





	(a)	The Company shall not, directly or indirectly, through any officer, director, employee, representative or agent of the Company or any of its Subsidiaries or otherwise, 





		(i)	solicit or encourage (including by way of furnishing information or entering into any form of agreement, arrangement or understanding) the initiation of any inquiries or proposal regarding any merger, amalgamation, take-over bid, variation of a take-over bid, sale of substantial assets, sale of treasury shares or rights or interests therein or thereto or similar transactions involving the Company or any Subsidiaries of the Company (any of the foregoing inquiries or proposals being referred to herein as an "Acquisition Proposal"); or


		


		(ii)	provide any confidential information to, participate in any discussions or negotiations relating to any such transactions with, or otherwise cooperate with or assist or participate in any effort to take such action by, any person, corporation, partnership or other entity, organization or division;





		provided nothing contained in this section 2.2 or any other provision of this Agreement shall,





		(iii)	subject to compliance with section 2.2(c) and Article 3 hereof, prevent the Company or the board of directors of the Company from considering, negotiating, approving and recommending to the Shareholders an unsolicited bona fide written Acquisition Proposal for which adequate financial arrangements have been made, or are reasonably likely to be made, and which does not expire prior to the Expiry Date, which the board of directors of the Company determines in good faith (after consultation with its financial advisors) would, if consummated in accordance with its terms, result in a transaction financially superior to the Shareholders than the transaction contemplated by this Agreement (any such Acquisition Proposal being referred to herein as a "Superior Proposal");  or





		(iv)	prevent the Company and its officers and directors from complying with Section 138 of the Securities Act (Alberta) and similar provisions under applicable Canadian securities laws relating to the provision of directors' circulars and making appropriate disclosure with respect thereto to the Company's shareholders.





	(b)	The Company shall, and shall cause its officers, directors, employees, representatives and agents to, immediately cease and cause to be terminated any existing discussions or negotiations with any parties (other than the Offeror) with respect to any potential Acquisition Proposal.  





	(c)	The Company shall notify the Offeror within one business day of receiving any request for confidential information or any Acquisition Proposal or inquiry with respect to or which could reasonably be expected to lead to any Acquisition Proposal, the identity of the Person making such request, Acquisition Proposal or inquiry and all of the terms and conditions thereof.  Such notification shall initially be made orally, with subsequent written confirmation.  In no event shall such notification be made more than one day after the occurrence of the relevant event.  The Company will keep the Offeror fully informed with respect to the status of such request, Acquisition Proposal or inquiry. 





	(d)	If the board of directors of the Company receives a request for material non-public information from a party who proposes to the Company a bona fide Acquisition Proposal and the board of directors of the Company determines, after being so advised in writing by the Company's financial advisors, that such proposal is a Superior Proposal pursuant to section 2.2(a), then, and only in such case, the Company may, subject to the execution of a confidentiality agreement substantially similar to that then in effect between the Company and the Offeror and compliance by the Company with section 2.2(c) hereof, provide such party with access to information regarding the Company.  





2.3	Access to Information





	Subject to the existing letter agreement in respect of confidentiality between the Company and the Offeror dated March 19, 1999, upon written request for access from the Offeror, the Company shall (and shall cause each of its Subsidiaries to) afford the Offeror's officers, employees, counsel, accountants and other authorized representatives, advisors and agents ("Representatives") access, during normal business hours from the date hereof and until the expiration of this Agreement, to its properties, books, contracts and records and all information relating to it and its Subsidiaries, as well as to its management personnel, and, during such period,:





the Company shall (and shall cause each of its Subsidiaries to) furnish promptly to the Offeror all information concerning it and its business, properties and personnel as the Offeror may reasonably request; and





cause the information in the data room established by the Company at the offices of Fraser Milner and reviewed by the Offeror and its representatives to be maintained intact.


�
2.4	Notification of Certain Matters





	The Company and the Offeror shall each give notice to the other of:





the occurrence or failure to occur of any event, which occurrence or failure would cause or may cause any representation or warranty on its part contained in this Agreement to be untrue or inaccurate in any respect at any time from the date hereof to the Effective Time;  and





any failure of the Company or the Offeror, or any of its respective officers, directors, employees, representatives or agents, to comply with or satisfy any covenant, condition or agreement to be complied with or satisfied by it hereunder.





2.5	Other Actions





	Between the date of this Agreement and the Effective Time, the Company and the Offeror shall use their commercially reasonable efforts to cause the conditions of the Offer set forth in Schedule "A" hereto to be satisfied.  Except as contemplated by Section 2.2, the Company and the Offeror shall not, and shall not permit any of their respective subsidiaries to, take any action that would, or that could reasonably be expected to:





(a)	result in any of the representations and warranties of such party set forth in this Agreement becoming untrue;





(b)	result in any of the conditions set forth in Schedule "A" not being satisfied;  or





(c)	prevent or delay consummation of the transactions contemplated by this Agreement or to otherwise prevent the Company from timely performance of its obligations under this Agreement.








ARTICLE 3


FEES AND OTHER ARRANGEMENTS





3.1	Acquisition Proposal Fee





Provided that there is no material breach  by the Offeror of its obligations under this Agreement, if at any time after execution of this Agreement:





	(a)	the board of directors of the Company has failed to make, withdrawn or changed any of its recommendations or determinations referred to in sections 1.2 or 1.7 in a manner adverse to Offeror or shall have resolved to do so prior to the expiry of the Offer provided that such failure, withdrawal or change is not due to the Offeror's failure to perform its obligations under this Agreement;





	(b)	during the period from the date of this Agreement to the Expiry Date a bona fide Take-over Proposal is made to the Shareholders or the Company and at least 50% of the Shares of the Company (including any Shares then held by the party making the Take-over Proposal) have been taken up and paid for pursuant to the Take-over Proposal or the Take-over Proposal otherwise results in a merger, consolidation, amalgamation or other business combination involving the Company or any acquisition in any manner of a 50% or greater equity or beneficial interest in, or a material amount of the assets of, the Company (whether prior to the Expiry Date or within a three (3) month period thereafter);





	(c)	a bona fide Take-over Proposal that constitutes a Superior Proposal is made to the Shareholders or the Company and the Company elects to terminate this Agreement in accordance with section 8.1(e) hereof;





	(d)	the board of directors shall have failed to reaffirm its recommendation of this Offer by press statements within five (5) days after the public announcement or commencement of any Take-over Proposal or in a Directors' Circular within ten (10) days after the mailing of any such Take-over Proposal;


		


	(e)	during the period from the date of this Agreement to the Effective Time the Company breaches any of its  representations, warranties or covenants made in this Agreement which breach would have a Material Adverse Effect on the Company or have a material adverse effect on the completion of the Offer;





	(f)	during the period ending three (3) months after the termination of this Agreement other than,





	(i)	by consent of the parties pursuant to and in accordance with section 8.1(a);  or





	(ii)	by the Offeror pursuant to and in accordance with section 8.1(e) because of the failure to satisfy one of the conditions set forth in section 4 of Schedule "A" hereto (other than section 4(i) thereof);





the Company or any of its subsidiaries shall enter into an agreement to consummate, and shall thereafter (whether or not prior to three (3) months after the termination of this Agreement) consummate, all or any portion of a Take-over Proposal,


	


	(the occurrence of any such event being referred to as a "Fee Event"), then the Company shall pay to the Offeror an amount equal to the aggregate of:





		(i)	the Transaction Expenses;  and





	(ii)	4.00% of the greater of (A) $71,500,000 or (B) the value (calculated based on the offer price per share of any such proposal multiplied by the number of Shares outstanding on a fully diluted basis (but excluding any options not then in-the-money)) of the Take-over Proposal having the highest value from time to time considered by the Company, whether or not there is a Take-over Proposal.  Such payment shall be made in immediately available funds to an account designated by the Offeror.  In the event there is more than one Take-over Proposal, or a Take-over Proposal is proposed to the Company for the first time after a fee has been paid to the Offeror pursuant to this section, then the fee required to be paid hereby shall be recalculated and any incremental fee shall be paid to the Offeror within one business day after the event that gives rise to the recalculation; provided that, except as provided above with respect to any incremental fee, the Company shall only be obliged to make one payment under this section 3.1





	In the event that any Take-over Proposal is for consideration other than all cash, then the value of that Take-over Proposal shall be as determined by agreement by the financial advisors to the Offeror and the Company, or failing such agreement, the value of the Take-over Proposal shall be calculated to be the greater of:





		(i)	$71,500,000;  and





	(ii)	if the non-cash consideration consists of securities listed on a stock exchange or other stock quotation system, the aggregate of the amount of cash offered in connection with such Take-over Proposal and the value of the non-cash consideration being offered, valued on the basis of the weighted average of the closing price of the relevant securities on such stock exchange or system for the 20 business days preceding the day the public announcement of the Take-over Proposal is made. 





3.2	Right of First Refusal





	The Company covenants that it will not enter into any agreement regarding a Take-over Proposal (the "Proposed Agreement") without providing the Offeror with an opportunity to amend this Agreement to provide for substantially similar terms to those included in the Proposed Agreement.  In particular, the Company covenants to provide the Offeror with a copy of any Proposed Agreement as executed by the party making the proposal, at least 48 hours prior to its proposed execution by the Company.  In the event the Offeror agrees to amend this Agreement as provided above, the Company covenants not to enter into the Proposed Agreement.





3.3	Other Fees





If the Company  breaches any of its covenants, representations or warranties hereunder or otherwise fails to perform any of its obligations hereunder in any material respect, the Company shall pay to the Offeror an amount equal to the Offeror's Transaction Expenses.   If the Offeror  breaches any of its covenants, representations or warranties hereunder or otherwise fails to perform any of its obligations hereunder in any material respect, the Offeror shall pay to the Company  an amount equal to the Company's Transaction Expenses.  Notwithstanding the foregoing, in the event that either party is required to file suit to seek payment of any amount due to it hereunder, and it ultimately succeeds on the merits, such party shall be entitled to all expenses, including reasonable attorneys' fees, which it has incurred in enforcing its rights hereunder.





3.4	Limitation





	Nothing contained in this Article 3, including the payment of any amount under section 3.1 or 3.3, shall, however, relieve or have the effect of resulting in relieving any party in any way from liability for damages incurred or suffered by a party as a result of a breach of this agreement by a party acting in bad faith intended and designed to result in the conditions precedent to this Agreement not being satisfied.





3.5	Definitions





	In this Article 3 and in the  Schedules to this Agreement:





	(a)	"Material Adverse Effect" and "Material Adverse Change" means an effect or change, respectively, in each case which is materially adverse to the business, assets, properties, condition (financial or otherwise), results of operations or prospects of the Company and its Subsidiaries, taken as a whole;  provided that a Material Adverse Effect or Material Adverse Change shall not include any adverse effect or change in the Company's operations resulting from changes in general economic conditions generally affecting the industries in which the Company operates;  and





	(b)	"Take-over Proposal" means any take-over bid for 50% or more of the issued and outstanding Shares or any proposal or offer for a merger, consolidation, amalgamation or other business combination involving the Company or any proposal or offer to acquire in any manner a 50% or greater equity or beneficial interest in, or a material amount of the assets of, the Company, other than pursuant to the Offer.





3.6	Transaction Expenses





	As used in this Agreement, the term "Transaction Expenses" means all reasonable out-of-pocket expenses and fees actually incurred or accrued by the Offeror or the Company, as the case may be, or on its behalf in connection with this Agreement, the Offer and the other transactions contemplated hereby (including, without limitation, all fees and expenses of counsel, financial advisors, banks or other entities providing financing to such party, accountants and other experts and consultants to such party), and in connection with the negotiation, preparation, execution, performance and termination of this Agreement and the transactions contemplated hereby, provided that in no event shall such expenses and fees exceed $150,000 in the aggregate.





3.7	Form of Payments





	All payments made pursuant to this Articles 3 shall be paid within two (2) days of demand in same day funds in accordance with written instructions furnished by the payee to the payor at the time of payment. 


�
? ? ? 





ARTICLE 7


MUTUAL COVENANTS





7.1	Consultation





	The Offeror and the Company agree to consult with each other in issuing any press releases or otherwise making public statements with respect to the Offer or any other Acquisition Proposal and in making any filings with any federal, provincial or state governmental or regulatory agency or with any securities exchange with respect thereto.  Each party shall  enable the other party to review and consent to all such press releases prior to release thereof.





7.2	Further Assurance





	Subject to the terms and conditions herein, the Offeror and the Company agree to use their respective reasonable efforts to take, or cause to be taken, all action and to do, or cause to be done, all things necessary, proper or advisable under applicable laws and regulations, to consummate the transactions contemplated by this Agreement and the Offer.  The Company and the Offeror will, and will cause each of their respective Subsidiaries to, use their reasonable efforts to:





	(a)	obtain all necessary waivers, consents and approvals from other parties to material loan agreements, leases and other contracts or agreements (including, in particular but without limitation, the agreement of any persons as may be required pursuant to any agreement, arrangement or understanding relating to the Company's operations), 


		


	(b)	obtain all necessary consents, approvals and authorizations as are required to be obtained under any federal, provincial or foreign law or regulations with respect to this Agreement or the Offer,


		


	(c) 	lift or rescind any injunction or restraining order or other order adversely affecting the ability of the parties to consummate the transactions contemplated hereby or by the Offer,  and 


		


	(d)	fulfil all conditions and satisfy all provisions of this Agreement and the Offer.





	For greater certainty, the Company and the Offeror agree that an order of a regulatory authority having jurisdiction which cease trades the Rights issued pursuant to the Shareholder Rights Plan does not in and of itself constitute a breach of this Agreement, or relieve either party of its obligations hereunder.


�
7.3	Company Board Representation





	Promptly upon the Minimum Condition being satisfied and the purchase by the Offeror of Shares pursuant to the Offer, that number of directors of the Company which applicable law permits to be replaced, upon their resignation, by nominees of the Offeror without the calling of a meeting of the Shareholders of the Company shall resign and shall be replaced by nominees of the Offeror and the board of directors shall take all steps necessary, in accordance with applicable law, to give effect to the foregoing.  Notwithstanding the foregoing, until the Effective Time, the board of directors of the Company shall have at least one director who is a director on the date hereof and who is not a designee or officer, director, employee or affiliate of the Offeror or officer or employee of the Company ("Independent Director").  Following the date hereof and prior to the Effective Time, any amendment or termination of this Agreement by the Company, extension for the performance or waiver of the obligations of the Offeror by the Company, or waiver of the Company's rights hereunder, shall require the concurrence of the Independent Director.








ARTICLE 8


TERMINATION





8.1	Termination





	This Agreement may be terminated at any time prior to the first day upon which the Offeror takes up and pays for all Shares deposited and not withdrawn under the Offer (the "Effective Date"): 





	(a)	by mutual written consent of the Offeror and the Company;





	(b)	by either the Offeror or the Company, if the Minimum Condition or any other condition of the Offer has not been satisfied or waived by August 15, 1999; provided however, that the right to terminate this Agreement under this section 8.1(b) shall not be available to any party whose failure to fulfill any obligation under this Agreement has been the cause of, or resulted in, the failure to satisfy any such condition of the Offer;





	(c)	by the Offeror, in the event that the fee contemplated in Section 3.1 shall have been paid or become payable by the Company to the Offeror in accordance with the terms thereof; or





	(d)	by the Company if:





	(i)	the board of directors of the Company shall have determined in good faith (after consultation with its financial and legal advisors), that it is necessary to terminate this Agreement to enter into a written agreement with respect to or to consummate a transaction constituting a Superior Proposal,





	(ii)	the Company shall have given notice to the Offeror advising the Offeror that it has received a Superior Proposal from a third party, specifying the material terms and conditions of such Superior Proposal (including the identity of the third party) and the material terms and conditions of any agreements or arrangements to be entered into in connection with a Superior Proposal and that the Company intends to terminate this Agreement in accordance with this section 8.1(d),  and





	(iii)	either:





	(A)	the Offeror shall not have revised its Offer within 48 hours after the date on which such notice is deemed to have been given to the Offeror hereunder, or





	(B)	if the Offeror within such period shall have revised the Offer, the board of directors of the Company, after receiving advice from its financial advisor, shall have determined in its good faith reasonable judgment that the third party's Acquisition Proposal is superior to the Offeror's revised Acquisition Proposal; provided that the Company may not effect such termination pursuant to this section 8.1(d) unless the Company has complied with the provisions of section 3.1 hereof contemporaneously with such termination and tendered payment to the Offeror of the Termination Fee and Transaction Expenses that are due to the Offeror pursuant to Article 3 hereof;





	(e)	by the Company, if the Offeror does not announce the Offer as provided in section 1.4 or does not mail the Offer as provided in section 1.1, provided in either case that no  Fee Event has occurred;





	(f)	by either the Company or the Offeror, in the event that the other of them shall not have complied with or performed, in all material respects, its covenants and obligations under this Agreement to be complied with or performed at or prior to the Expiry Date, or any of the representations and warranties of the other of them under this Agreement are not true and correct in all material respects at or prior to the Expiry Date.





8.2	Effect of Termination





	If this Agreement is terminated as provided in section 8.1 above, all obligations of the parties hereto shall terminate, without any liability or obligation on the part of the Company or the Offeror, except obligations of the parties under section 2.3 (Access to Information) and Article 3.  No termination of this Agreement shall affect the obligations of the parties pursuant to the letter agreement between the parties dated March 19, 1999, except to the extent specified herein or therein.








- � PAGE �2� -











- � PAGE �16� -























