AMENDED AND RESTATED INFORMATION STATEMENT DATED MARCH 25, 2008

This Amended and Restated Information Statement (the “Information Statement”) amends and restates and replaces the Amended and Restated Information
Statement of the Bank in respect of the Notes dated February 27, 2008 in its entirety. This Information Statement has been prepared solely for the purpose of assisting
prospective purchasers in making an investment decision with respect to the Notes. This Information Statement constitutes an offering of these Notes only in those
Jurisdictions where they may be lawfully offered for sale and therein only by persons permitted to sell the Notes. No securities commission or similar authority in
Canada has in any way passed upon the merits of the Notes offered hereunder and any representation to the contrary is an offence. The Notes offered under this
Information Statement have not been, and will not be, registered under the United States Securities Act of 1933, as amended (the “1933 Act”), or any State
securities laws and, subject to certain exceptions, may not be offered for sale, sold or delivered, directly or indirectly in the United States, its territories or
possessions to or for the account or benefit of US persons within the meaning of Regulation S under the 1933 Act. In addition, the Notes may not be offered or
sold to residents of any jurisdiction or country of Europe The Notes are being offered and sold in Canada only.

_s, Scotiabank

THE BANK OF NOVA SCOTIA
DYNAMIC DISTINCTION SERIES™
DEPOSIT NOTES (RETURN OF CAPITAL), SERIES 1
$60,000,000 MAXIMUM

PRINCIPAL PROTECTED

The Bank of Nova Scotia — Dynamic Distinction Series™ Deposit Notes (Return of Capital), Series 1 (the “Notes”) issued by The Bank
of Nova Scotia (the “Bank’) will mature on or about April 11, 2016 (the “Maturity Date”). The Notes have been developed to provide
holders of Notes (“Investors”) who hold the Notes to the Maturity Date with principal protected notes that provide exposure to the
distributions and capital appreciation of the Series A Units (the “Units”) of the following mutual funds (collectively, the “Funds”),
weighted as set forth below (the “Weightings”):

Unit Designation Fund Weighting
Series A Dynamic Dividend Fund 33.3%
Series A Dynamic Power Small Cap Fund 22.3%
Series A Dynamic Value Fund of Canada 11.1%
Series A Dynamic Global Discovery Fund 11.1%
Series A Dynamic Global Value Fund 11.1%
Series A Dynamic Power Canadian Growth Fund 11.1%

The return on the Notes is linked to a portfolio (the “Portfolio””) consisting of book-keeping accounts holding notional Units of the Funds
and notional 0.50% coupon bonds (“Bonds”) of the Bank and a notional loan facility (the “Loan”). Initially, the Portfolio will have 115%
exposure to the Units. Thereafter, the Portfolio will be rebalanced as described in this Information Statement. See “Description of the
Notes — Asset Allocation and Asset Allocation Calculation”.

For the avoidance of doubt, the Portfolio is notional only and all actions taken with respect thereto including, without limitation, all
holdings, purchases, sales and redemptions of Units and/or Bonds, receipts and reinvestments of Distributions and drawdowns and
repayments of any Loans are notional actions only. All references contained in this Information Statement to any such actions or events are
to be construed as notional actions and events only. Since the Portfolio is strictly notional and each of the Fund Account, the Bond Account,
the Principal Repayment Account (as each such term is defined below) and the Loan are book-keeping entries only, at no time will the
Portfolio actually hold or own Units or Bonds and Investors will not have any rights to acquire, or any direct or indirect ownership of or
entitlement to, Units, Bonds or assets reflected in the Portfolio. Investors will not, by virtue of holding Notes, be entitled to the rights or
benefits of a unitholder of the Funds. See “Description of the Notes” and “Risk Factors”.

Initially, the Fund Account will be allocated to the Units of each Fund in accordance with the Weightings. On each Quarterly Partial
Principal Repayment Date (as defined), the Fund Account will be rebalanced, as necessary, through notional purchases and redemptions
of Units at the then prevailing net asset values per Unit to ensure that the portion of the Fund Account Value represented by the Units of
each Fund corresponds with its Weighting. Brief descriptions of each Fund are set out under “The Funds”. The Notes will be subject to a
maximum annual Program Fee of 2.85% of the Fund Account Value. See “Fees and Expenses Associated with the Notes”.

In respect of each Note, the Bank will, subject to the occurrence of a Protection Event or an Extraordinary Event (each as defined
herein): (i) repay to the Investor a portion of the Original Principal Amount (being $100 per Note) each quarter during the term of the
Notes equal to 1.305% of the Fund Account Value, if any, which may vary over the term of the Notes, determined as of the immediately
preceding Quarterly Partial Principal Repayment Determination Date (“Quarterly Partial Principal Repayments™); (ii) repay, on the
Maturity Date, the unpaid Original Principal Amount of the Note outstanding at the Maturity Date (being $100 less the aggregate of all
Quarterly Partial Principal Repayments made); and (iii) pay, on the Maturity Date, Variable Return, if any, calculated as set forth herein.
The Quarterly Partial Principal Repayments, if any, and the payment, at the Maturity Date, of the unpaid balance of the Original Principal
Amount remaining outstanding at that time ensures that the Original Principal Amount of each Note ($100) will have been paid by the
Maturity Date, regardless of the performance of the Portfolio. The Quarterly Partial Principal Repayment of 1.305% of the Fund Account
Value, if any, is equal to an annual payment of 5.22% of the Fund Account Value. In certain circumstances, including an Extraordinary
Event or a Protection Event, the Fund Account Value could be zero, with the result that no Quarterly Partial Principal Repayments would
be paid. Payment of the Quarterly Partial Principal Repayments will require liquidation of assets in the Fund Account equal to 5.22%
calculated on a quarterly basis before giving effect to any liquidation required to pay the portion of the Program Fee that is calculated on
the value of the Fund Account.

PRICE: $100 PER NOTE
Minimum Subscription: $2,000 (20 Notes)
FundSERYV Code: SSP 130

A prospective investor should decide to invest in the Notes only after carefully considering with his or her advisor as to whether the Notes
are a suitable investment in light of the particular circumstances of the investor and the information set out in this Information Statement.
Neither the Bank, Scotia Capital Inc., the Fund Manager nor any of their respective affiliates makes any recommendation as to whether
the Notes are a suitable investment for any person.

“Scotiabank”, “Scotia Capital” and the flying “S” logo are registered trademarks of The Bank of Nova Scotia.

“Dynamic Distinction Series” is a registered trademark of Dundee Corp.
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The Bank has taken reasonable care to ensure that the facts stated in this Information Statement with respect to
the Notes are true and accurate in all material respects. However, the Bank and the Selling Agent make no assurances,
representations or warranties with respect to the accuracy, reliability or completeness of any information obtained

from third parties reproduced herein.

Neither the Bank, the Selling Agent, the Fund Manager nor their respective affiliates makes any representation as
to the future performance of any of the Units or the Bonds. Investors should make any decision to invest in the Notes
based only on their own views on the likely future performance of the Portfolio without reliance on the Bank, the
Selling Agent, the Fund Manager or any of their respective affiliates and with the knowledge that the views of the
Bank, the Selling Agent, the Fund Manager and their respective affiliates and the views of other market professionals

may be different than theirs.

In this Information Statement, “$” refers to Canadian dollars, unless otherwise expressly specified.



SUITABILITY FOR INVESTMENT

The Notes have been designed to provide Investors with exposure to the capital appreciation and
Distributions, if any, of the Units. An investment in Notes is suitable for investors prepared to assume risks with
respect to a return tied to the performance of the Units. However, the return on the Notes, if any, is uncertain in
that an investor may not receive anything more at the Maturity Date than the Principal Outstanding. The
Original Principal Amount is guaranteed to be repaid only if the Notes are held to the Maturity Date. A person
should reach a decision to invest in the Notes after carefully considering, with his or her advisors, the suitability
of this investment in light of his or her investment objectives and the information set out in this Information
Statement. See “Risk Factors”.

ELIGIBILITY FOR INVESTMENT

In the opinion of McCarthy Tétrault LLP, counsel to the Bank, the Notes offered hereby would, if issued on
the date of this Information Statement, be qualified investments under the Act for trusts governed by registered
retirement savings plans, registered retirement income funds, registered education savings plans, registered
disability savings plans and deferred profit sharing plans (other than a trust governed by a deferred profit
sharing plan to which contributions are made by the Bank or by an employer with which the Bank does not deal
at arm’s length within the meaning of the Act).

AMENDMENT AND RESTATEMENT

THIS AMENDED AND RESTATED INFORMATION STATEMENT AMENDS AND RESTATES AND
REPLACES THE AMENDED AND RESTATED INFORMATION STATEMENT DATED FEBRUARY 27, 2008
OF THE BANK IN RESPECT OF THE NOTES (THE “ORIGINAL AMENDED INFORMATION
STATEMENT”) IN ITS ENTIRETY. THE ONLY CHANGE TO THE ORIGINAL AMENDED INFORMATION
STATEMENT IS THAT THE “ISSUE DATE” IS NOW APRIL 23, 2008 INSTEAD OF APRIL 9, 2008.
PROSPECTIVE INVESTORS SHOULD REVIEW THIS AMENDED AND RESTATED INFORMATION
STATEMENT CAREFULLY PRIOR TO MAKING AN INVESTMENT DECISION WITH RESPECT TO
THE NOTES.

(if)



SUMMARY

The following is a summary only and is qualified in its entirety by, and should be read in conjunction with, the
more detailed information appearing elsewhere in this Information Statement. Capitalized terms that are used but not
defined in this summary are defined elsewhere in this Information Statement. See “Glossary” for defined terms.

Issue:

Issuer:
Selling Agent:
The Funds:

Fund Manager:

Sub-Agent:

Original Principal Amount:

Subscription Price:

Minimum Subscription:

Issue Size:

Issue Date:

™

The Bank of Nova Scotia — Dynamic Distinction Series
(Return of Capital), Series 1.

The Bank of Nova Scotia.

Deposit Notes

Scotia Capital Inc.

Dynamic Dividend Fund

Dynamic Power Small Cap Fund
Dynamic Value Fund of Canada
Dynamic Global Discovery Fund
Dynamic Global Value Fund

Dynamic Power Canadian Growth Fund

Goodman & Company, Investment Counsel Ltd.
diversiCAPITAL Corp.
The Notes will be sold in denominations of $100 per Note (the “Original

Principal Amount”).

Price to an Investor® Selling Agent Fees Proceeds to the Bank®

$100 per Note $5.00 $95.00

(1) The price to be paid by each Investor upon issuance has been determined by negotiation
between the Bank and the Selling Agent.

(2) The net proceeds (“Net Proceeds”) are before deduction of expenses of issue, which will be
paid by the Bank out of its general funds.

Minimum subscription of $2,000 (20 Notes).

A maximum of $60,000,000 par amount of Notes combined with The Bank of
Nova Scotia — Dynamic Distinction Series Deposit Notes (Total Return),
Series 1 (collectively, the “BNS Dynamic Notes™) will be issued by the Bank.
This maximum size may be changed at any time, without notice, in the sole
discretion of the Bank.

The Notes will be issued on or about April 23, 2008 (the actual date of
issuance being the “Issue Date”).

Subscription proceeds submitted by Investors in advance of the Issue Date
will be held in an account by the Selling Agent and will bear interest at an
annual rate equal to 2.00%. To the extent that the interest accrued on any
Investor’s subscription proceeds from the date of deposit to the Issue Date
equals or exceeds $100 or integral multiples thereof, such Investor will
receive Notes in an equivalent Original Principal Amount rounded down to
the nearest integral multiple of $100. Investors have no entitlement to, and
will not receive, any cash payment of interest under any circumstances,
except where an Investor rescinds or has its purchase order rejected, in
entirety, in which case the Investor will receive cash equal to the interest
earned rounded down to the nearest integral multiple of $100. No fractional
Notes will be issued. The Bank will file an information return with the CRA
in respect of any amount required to be included in an Investor’s income in




Maturity Date/Term:

Offering:

Description of the Funds:

The Portfolio:

respect of such interest and will provide the Investor with a copy of such
return.

The Notes will mature on April 11, 2016, resulting in a term to maturity of
approximately 8 years. The Notes are not redeemable or retractable prior to
maturity, but they may be resold in any available secondary market. See
“Description of the Notes — Secondary Trading.”

This Offering has been developed to provide investors with the opportunity
to purchase principal protected notes that provide up to 200% of exposure to
the Units. The link between the Notes and the Distributions and capital
appreciation, if any, on the Units of the Funds will be based on an initial
notional investment of the Net Proceeds of the Offering ($95.00 per Note)
plus $20.00 per Note of Loan drawdown in the Portfolio. Periodically
following the Issue Date, the Portfolio will be re-allocated among the Units,
Bonds and the Loan in accordance with the Asset Allocation Calculation.

The Funds are mutual funds managed by Goodman & Company, Investment
Counsel Ltd. A brief description of each Fund and information concerning
the historical performance of the Units are set out under “The Funds” in this
Information Statement. Investors may obtain more detailed information
about the Funds at www.sedar.com or through their advisor.

All references to Units are to Series A Units of the Funds that are generally
available to all investors. The value of a Unit in the Fund Account at any time
will be equal to the net asset value of a Series A Unit of the relevant Fund
grossed-up (i.e. increased) by an amount which reflects the MER of the
Series A Units of that Fund. Accordingly, the value of the Units in the Fund
Account at any time will be higher than the value of the Series A Units of the
relevant Fund by an amount that reflects the MER applicable to the Series A
Units of that Fund. The Calculation Agent will be paid the Program Fee from
the assets of the Portfolio.

The Portfolio will consist of three book-entry accounts, being the Fund
Account, the Bond Account and the Principal Repayment Account, and the
notional Loan. The Fund Account will notionally hold Units of the Funds. It
is anticipated that the Calculation Agent will initially allocate the entire Net
Proceeds of $95.00 per Note plus $20.00 per Note of Loan drawdown to the
notional purchase of Units for the Fund Account based on the Weightings at
the then current net asset values per Unit within eight Business Days of the
Issue Date. Thereafter, the Portfolio may be re-allocated and Units may be
notionally redeemed or purchased based on the Weightings at then prevailing
net asset values per Unit upon the occurrence of certain events in accordance
with the Asset Allocation Calculation. On each Quarterly Partial Principal
Repayment Date (as defined), the Fund Account will be rebalanced, as
necessary, through notional purchases and redemptions of Units at the then
prevailing net asset values per Unit to ensure that the portion of the Fund
Account Value represented by the Units of the each Fund corresponds to its
Weighting. For the avoidance of doubt, the Portfolio is notional only and all
actions taken with respect thereto including, without limitation, all holdings,
purchases, sales and redemptions of Units and/or Bonds, receipts and
reinvestment of Distributions and drawdowns and repayments of any Loans
are notional actions only. All references contained in this Information
Statement to any such actions or events are to be construed as notional
actions and events only. Since the Portfolio is strictly notional and each of the




Fund Account:

Principal Repayment
Account:

Loan:

Fund Account, the Bond Account, the Principal Repayment Account and the
Loan are book-keeping entries only, at no time will the Portfolio actually hold
or own Units or Bonds. Investors will not have any rights to acquire, or any
direct or indirect ownership of or entitlement to, Units, Bonds or assets
reflected in the Portfolio. Investors will not, by virtue of holding Notes, be
entitled to the rights or benefits of a unitholder of any Fund.

The Fund Account will notionally hold Units of the Funds and may be
margined through the Loan. The Fund Account may also notionally hold,
from time to time, a nominal amount of cash. Units in the Fund Account may
be affected by an Allocation Event, a Market Disruption Event, an
Extraordinary Event or a Protection Event. See “Description of the Notes —
Asset Allocation and Asset Allocation Calculation”.

All references to Units are to the Series A Units of each Fund.

Subject to the occurrence of a Protection Event or an Extraordinary Event,
an amount equal to 1.305% of the Fund Account Value, if any, will be
credited to the Principal Repayment Account, and deducted from the Fund
Account, as of the 9™ day of January, April, July and October in each year
during the term of the Notes or, if such day is not a Business Day, on the next
following Business Day (each a “Quarterly Partial Principal Repayment
Determination Date”). The Principal Repayment Account will fund the
Quarterly Partial Principal Repayments on the Notes. Any Distributions and
Special Distributions made on Units in the Fund Account as of the relevant
record date(s) will be notionally paid in kind to the Fund Account via a
notional distribution reinvestment program as of the applicable payment
date. The Quarterly Partial Principal Repayment of 1.305% of the Fund
Account Value, if any, is equal to an annual payment of 5.22% of the Fund
Account Value. In certain circumstances, including an Extraordinary Event
or a Protection Event, the Fund Account Value could be zero, with the result
that no Quarterly Partial Principal Repayments would be paid. Payment of
the Quarterly Partial Principal Repayments will require liquidation of assets
in the Fund Account equal to 5.22% calculated on a quarterly basis before
giving effect to any liquidation required to pay the portion of the Program
Fee that is calculated on the value of the Fund Account.(V

The Units may be leveraged from time to time through a revolving loan
(the “Loan”). At inception, the Loan will be drawn down $20.00 per Note.
The amount of the Loan that may be outstanding from time to time is
dependent upon the Asset Allocation Calculation and may increase (i.e., be
drawn down) or decrease (i.e., be repaid) upon the occurrence of an
Allocation Event. The Asset Allocation Calculation will effectively limit the
amount of the Loan by imposing a maximum drawdown of $105.00 per Note.
See “Description of the Notes — Asset Allocation and Asset Allocation
Calculation”.

Interest on any Loan will accrue daily at a rate equal to the one-month
Bankers’” Acceptance Rate (being the average bid rate of interest for
Canadian dollar bankers’ acceptances with a maturity of one month
appearing on the Reuters Data Service page “CDOR” as of 10:00 a.m.,
Toronto time) plus 0.25% per annum, calculated daily and paid monthly
(4.26% as of January 31, 2008). Interest accrued on the Loan will be paid
through the redemption of the requisite number of Units from the Fund




Account, which will reduce the Fund Account Value and the Portfolio
Performance.

(1) Weighted indicative distribution yield for the Portfolio as at January 31, 2008 was 0.98%.

Bond Account:

Quarterly Partial Principal
Repayments:

The Bond Account will notionally hold 0.50% coupon bonds (each a
“Bond”) of the Bank that mature on the Maturity Date. Bonds will be
purchased and sold at yields equal to the prevailing Canadian dollar
inter-bank swap rate (using the bid swap rate for purchases and offer swap
rate for sales) for a term equivalent to the remaining term of the Notes.
Bonds will be purchased or sold in accordance with the Asset Allocation
Calculation. No Bonds will be purchased on the Issue Date. See “Description
of the Notes — Asset Allocation and Asset Allocation Calculation”.

Subject to the occurrence of an Extraordinary Event (which may include a
Market Disruption Event which continues in effect for eight or more
consecutive Business Days) or a Protection Event, Quarterly Partial Principal
Repayments per Note will be payable in Canadian dollars in an amount equal
to 1.305% of the Fund Account Value, if any, determined as of the Quarterly
Partial Principal Repayment Determination Date immediately preceding the
date of payment. Upon payment of any Quarterly Partial Principal
Repayment on the Notes, the aggregate amount of such payment will be
deducted from the Principal Repayment Account. Each Quarterly Partial
Principal Repayment will be paid within 10 Business Days of the immediately
preceding Quarterly Partial Principal Repayment Determination Date
(the date of such payment being a “Quarterly Partial Principal Repayment
Date”) during the term of the Notes in an amount equal to the Principal
Repayment Account Value on the immediately preceding Quarterly Partial
Principal Repayment Determination Date. Program Fees and Loan interest
will not be deducted from the Principal Repayment Account. Quarterly
Partial Principal Repayments, if any, will be funded through a notional
liquidation of Fund Account assets, which will reduce the value of the Fund
Account. See “Description of the Notes — Quarterly Partial Principal
Repayments”.

The following chart sets out the indicative principal repayment rates on the
Notes in different scenarios that vary depending on the performance of the
Fund Account, assuming a Floor of $75.00. This chart is for illustrative
purposes only and there can be no assurance that the indicative rates of
principal repayment set out in the chart will be achieved.

Note i
Fun?,;ﬁceount - Loan Amount + Bon?,:'ffeount = Note NAV Distribution Chang::‘\’Note

$223.59 - $105.00 + n/a = $118.59 $11.67 24.83%
$185.35 - $78.23 + n/a = $107.12 $9.68 12.76%
$152.68 - $53.12 + n/a = $99.56 $7.97 4.80%
$125.48 - $28.45 + n/a = $97.03 $6.55 2.14%
$115.00 = $20.00 + n/a =  $95.00 $6.00 0.00%
$88.14 - n/a + $3.58 = $91.72 $5.02 -3.45%
$66.28 - n/a + $21.31 = $87.59 $3.46 -7.80%
$49.85 - n/a + $34.62 = $84.47 $2.60 -11.08%
$37.48 - n/a + $44.64 = $82.12 $1.96 -13.56%
$28.18 - n/a + $52.17 = $80.35 $1.47 -15.42%
$15.89 - n/a + $62.13 = $78.02 $0.83 -17.87%
$9.04 - n/a + $67.68 = $76.72 $0.47 -19.24%
$0.00 - n/a + $76.50 = $76.50 $0.00 -19.47%

* Constant Floor Price $75.00




Amount Payable at the
Maturity Date:

Asset Allocation Calculation:

The amount payable per Note at maturity (the “Maturity Payment Amount”)
will be determined by the Calculation Agent based on the following formula:

Maturity Payment Amount = Principal Outstanding + Variable Return
Where:

* Principal Outstanding equals the Original Principal Amount ($100) less
the aggregate of all Quarterly Partial Principal Repayments per Note made
during the term of the Notes;

* Variable Return equals the sum of: (i) the Capital Appreciation; and (ii) the
Additional Amount, provided that the Variable Return may not be less
than zero;

* Capital Appreciation equals the amount, if any, by which NAVgyar exceeds
the Original Principal Amount;

* Additional Amount is an amount, which may be positive or negative, equal
to: (i) the Undiscounted Fixed Amount discounted for a term of one year
at the one year Bankers’ Acceptance Rate prevailing at the maturity Date;
less (ii) the Principal Outstanding at the Maturity Date;

* Undiscounted Fixed Amount is a sum in excess of $100 to be established by
the Calculation Agent on the Issue Date; and

* NAVpnar is an amount, expressed per Note, equal to the NAV (as defined
below) determined on the third Exchange Business Day prior to the
Maturity Date, excluding any amount notionally held in the Principal
Repayment Account which will be paid out as a Quarterly Partial Principal
Repayment on the Maturity Date.

The Asset Allocation Calculation will dictate the allocation of the Portfolio,
from time to time, between Units and Bonds and will dictate the amount, if
any, of the outstanding Loan. The Calculation Agent will be responsible for
applying the Asset Allocation Calculation, including facilitating any
transactions in Units or Bonds and any drawdown or repayment of the Loan.
The Asset Allocation Calculation is based on the following concepts:

NAV - Floor
FAV

e “Distance” =

* “NAV” means, at any time the total of: (i) the Fund Account Value and
the value of the Bond Account; plus (ii) any cash in the Principal
Repayment Account at that time; minus (iii) the principal amount of the
Loan outstanding at that time; minus (iv) interest on the Loan accrued and
unpaid at that time; minus (v) the Program Fees (as defined herein)
accrued and unpaid at that time; divided by (vi) the number of Notes
outstanding.

* “Floor” means, at any time, the estimated offer price at that time for a
0.50% coupon Bond with a $100 face amount and a maturity date of
April 11, 2016, determined by the Calculation Agent.

* “Fund Account Value” or “FAV” means, at any time, the aggregate of:
(i) the amount that could be realized at that time by notionally redeeming
all Units in the Fund Account at then prevailing net asset values per Unit;
and (ii) any cash in the Fund Account at that time, expressed as an amount
per Note.




An Allocation Event (as defined below) will occur if, at any time on a
Business Day: (i) the Distance falls below 15% (a “De-Leveraging Event”);
(ii) the Distance rises above 23% (a “Leveraging Event”); or (iii) the NAV
falls to $1.50 or less per Note above the Floor (a “Protection Event”).

Upon the occurrence of certain events that may be triggered by changes in
the Distance which, in turn, is triggered by changes in the NAYV, the Floor
and/or the FAV (each, an “Allocation Event”), the Portfolio will be notionally
re-balanced by re-allocating the assets of the Portfolio between Units and
Bonds and drawing down or repaying the Loan. The Calculation Agent will
be required to monitor the Distance on each Business Day. Allocation
Events that would otherwise have occurred on a particular date may be
delayed in the circumstances described under “Description of the Notes —
Special Circumstances — Market Disruption Event”.

Within 8 Business Days of the Issue Date, Units will be purchased using the
Net Proceeds of $95.00 per Note and $20.00 per Note of Loan drawdown
based on the respective Weightings. Thereafter, and subject to the
occurrence of events described under “Description of the Notes — Special
Circumstances,” the Portfolio will be rebalanced based on certain events as
determined by the Distance in accordance with the Weightings.

Upon the occurrence of a Leveraging Event, any Bonds in the Bond Account
will be sold and thereafter the amount of Loan will be drawn down (to a
maximum of $105.00 per Note) and any proceeds thereof applied to purchase
more Units for the Fund Account in accordance with the Weightings at the
then prevailing net asset values per Unit.

Upon the occurrence of a De-Leveraging Event, Units in the Fund Account
will be redeemed in accordance with the Weightings at the then prevailing
net asset values per Unit. The proceeds thereof will be applied to first reduce
any Loan outstanding and pay accrued and unpaid interest, and second, to
purchase Bonds for the Bond Account, if any proceeds remain.

In either case, purchases, redemptions and sales are made to return the
Distance to approximately 19%.

Upon the occurrence of a Protection Event, all Units in the Fund Account
will be redeemed at the then prevailing net asset values per Unit and the
proceeds thereof applied first to repay any Loan outstanding, to pay any
accrued and unpaid Loan interest and any accrued and unpaid Program Fees,
and second, to purchase Bonds. In addition, all cash in the Principal
Repayment Account will be paid to Investors on the next following Quarterly
Partial Principal Repayment Date (or if a Quarterly Partial Principal
Repayment Date does not occur prior to maturity, on the Maturity Date),
following which no further Quarterly Partial Principal Repayments will be
paid for the remainder of the term of the Notes. Following the occurrence of
a Protection Event, no further Units will be purchased for the Fund Account
(regardless of the subsequent occurrence of any Leveraging Event) with the
result that, thereafter until the Maturity Date, the Portfolio will consist only
of Bonds, regardless of the subsequent performance of the Units. If a
Protection Event occurs, the possibility of the Investor receiving more than
the Principal Outstanding per Note on the Maturity Date is significantly
reduced. In this case, Investors may only have the Principal Outstanding of
their Notes returned to them on the Maturity Date.




Market Disruption Event:

Extraordinary Event:

Secondary Market:

See “Description of the Notes — Asset Allocation and the Asset Allocation
Calculation”.

If a Market Disruption Event (as defined herein) occurs, the Calculation
Agent may delay application of the Asset Allocation Calculation and,
accordingly, the determination of whether a Leveraging Event,
De-Leveraging Event or a Protection Event has occurred. If a Market
Disruption Event continues for a period of 8 consecutive Business Days then,
notwithstanding the continuation of the Market Disruption Event thereafter,
the Calculation Agent may, in its discretion, elect to determine whether a
Leveraging Event, De-Leveraging Event or a Protection Event has occurred
substituting its own discretion with respect to market values of the affected
Units following consultation with the Fund Manager and may, in its sole
discretion, make all necessary determinations and adjustments to the
Portfolio without any liability on the part of the Calculation Agent.
Alternatively, in such event, the Bank may elect to designate such event as an
Extraordinary Event, with the consequences described under “Description of
the Notes — Special  Circumstances — Extraordinary ~ Event.” The
occurrence of a Market Disruption Event may delay determination and
payment of the Variable Return, if any. See “Description of the Notes —
Special Circumstances — Market Disruption Event.”

If an Extraordinary Event (as defined herein) occurs, the Calculation Agent
may determine that the Portfolio will not include any Units and will only
consist of the Bond Account. If so, no Variable Return may be paid, even
though the Units which have been redeemed may earn a positive return
following the occurrence of the Extraordinary Event. In addition, all cash in
the Principal Repayment Account will be paid to Investors on the next
following Quarterly Partial Principal Repayment Date (or if a Quarterly
Partial Principal Repayment Date does not occur prior to maturity, on the
Maturity Date), following which no further Quarterly Partial Principal
Repayments will be paid for the remainder of the term of the Notes. If an
Extraordinary Event occurs, Investors will receive the Principal Outstanding
per Note no earlier than the Maturity Date. The liquidated proceeds of the
Fund Account less payment of the Loan, if any, up to the occurrence of the
Extraordinary Event will be invested in the Bond Account. If an
Extraordinary Event occurs, the possibility of receiving more than the
Principal Outstanding per Note at the Maturity Date is significantly reduced.
In this case, Investors may only have the Principal Outstanding of their Notes
returned to them on the Maturity Date. See “Description of the Notes —
Special Circumstances — Extraordinary Event”.

The Notes will not be listed on any stock exchange. There can be no assurance
that a secondary market for the Notes will develop or, if such market does
develop, that it will be sustained or liquid. The Selling Agent intends to use
reasonable efforts to initiate and maintain a secondary market for the Notes,
but reserves the right not to do so at any time in the future, in its sole
discretion, without providing prior notice to Investors. These efforts will
consist of posting a daily bid price through the FundSERV network for the
Notes (the “Bid Price”). The Selling Agent may, for any reason, elect not to
purchase Notes from any particular Investor. If an Investor sells a Note to
the Selling Agent within the first three years from the Issue Date, the Investor
will receive sale proceeds equal to the Bid Price for the Note as determined by
the Selling Agent minus any applicable Early Trading Charge. A sale of Notes




Early Trading Charge:

Rank; No Deposit Insurance:

Credit Rating:

Use of Proceeds:

Income Tax Considerations:

originally purchased through a distributor on the FundSERYV network will be
subject to certain additional procedures and limitations established by the
FundSERYV network. See “Description of the Notes — Secondary Trading of
Notes”, “FundSERV” and “Risk Factors”.

While the Selling Agent will use reasonable efforts, the Selling Agent is
under no obligation to facilitate or arrange for such a secondary market, and
such secondary market, when commenced, may be suspended at any time at
the sole discretion of the Selling Agent, without notice. If there is no
secondary market, an Investor will not be able to sell its Notes. The Notes are
intended to be instruments held to the Maturity Date. If an Investor sells
Notes prior to the Maturity Date, the Investor may have to do so at a discount
from the Principal Outstanding even if the performance of the Portfolio has
been positive and, as a result, the Investor may suffer losses. See “Description
of the Notes — Secondary Trading” and “Certain Canadian Federal Income
Tax Considerations”.

If an Investor sells a Note within the first three years from the closing of this
Offering, the proceeds from the sale of the Note will be reduced by the Early
Trading Charge. The Early Trading Charge is 6.50% of the Original Principal
Amount of any Note sold in the first year following the Issue Date, 4.00% of
the Original Principal Amount of any Note sold in the second year following
the Issue Date and 2.00% of the Original Principal Amount of any Note sold
in the third year following the Issue Date. After the end of the third year
following the Issue Date, the Early Trading Charge will cease to apply. See
“Description of the Notes — Early Trading Charge”.

The Notes will rank equally with all other deposit liabilities of the Bank. The
Notes will not be deposits insured under the Canada Deposit Insurance
Corporation Act or under any other deposit insurance regime designed to
ensure the payment of all or a portion of a deposit upon the insolvency of the
deposit taking financial institution. See “Description of the Notes — Rank;
No Deposit Insurance”.

The Notes have not been rated. As of the date of this Information Statement,
the Bank’s deposit liabilities with a term of more than one year were rated
AA by Dominion Bond Rating Service Limited, AA — by Standard & Poor’s,
a division of The McGraw-Hill Companies, Inc. and Aal by Moody’s
Investors Service, Inc. There can be no assurance that if the Notes were
specifically rated by these rating agencies that they would have the same
rating as the Bank’s other deposit liabilities. A rating is not a
recommendation to buy, sell or hold investments and may be subject to
revision or withdrawal at any time by the relevant rating agency. See
“Description of the Notes — Credit Rating”.

The Net Proceeds will not be held by the Bank in trust for the Investors of
the Notes in any segregated or other account. Rather, the Bank will use the
Net Proceeds of the Offering for its general banking purposes. See “Use of
Proceeds”.

This income tax summary is subject to the limitations and qualifications set
out under the heading “Certain Canadian Federal Income Tax
Considerations”. Quarterly Partial Principal Repayments received in respect
of the Notes, if any, will reduce the principal amount of the Notes and reduce
the Initial Investor’s adjusted cost base of the Notes and will not be included




Fees and Expenses:

in the Initial Investor’s income. Except in the case of an Extraordinary Event
or a Protection Event, there should be no deemed accrual of interest on the
Notes under the “prescribed debt obligation” rules of the Act and the
Regulations until the taxation year of an Initial Investor that includes the
Maturity Date. Where the Variable Return is determined because of an
Extraordinary Event or a Protection Event, the Variable Return will generally
be required to be accrued by the Initial Investor in accordance with the
“prescribed debt obligation” rules of the Act and Regulations. The full
amount of the Variable Return will generally be included in an Initial
Investor’s income in the taxation year of the Initial Investor that includes the
Maturity Date. Although not free from doubt, an Initial Investor who
disposes of, or is deemed to dispose of, a Note (other than by virtue of
repayment of the Note at maturity) should realize a capital gain (or capital
loss) to the extent that the proceeds of disposition of the Note, less any costs
of disposition, exceed (or are exceeded by) the Initial Investor’s adjusted cost
base of the Note. Initial Investors who dispose of Notes prior to the Maturity
Date should consult their tax advisors with respect to their particular
circumstances.

See “Certain Canadian Federal Income Tax Considerations”.

The following fees and expenses will be paid prior to Variable Return, if any, at
the Maturity Date of the Notes:

Program Fee

The Notes will be subject to an annual program fee (the “Program Fee”).
The Program Fee will vary depending upon the allocation in the Portfolio
between the notional Units and the Bonds. The Program Fee will be 2.85%
for the portion of the Portfolio allocated to the Fund Account (including any
Units notionally acquired with the Loan in the case of a Leveraging Event
and on reinvestment) and 0.50% for the portion of the Portfolio allocated to
the Bond Account. The Program Fee will be accrued daily and paid quarterly
in arrears to Scotia Capital, as Calculation Agent of the Notes. The 0.50%
Program Fee on the portion of the Portfolio allocated to the Bonds is
produced by the coupon on the Bonds. The 2.85% Program Fee on the
portion of the Portfolio allocated to the Fund Account is generated by
redeeming Units notionally held in the Fund Account. The Calculation
Agent will pay a fee to the Sub-Agent out of the portion of the Program Fee
allocated to the Fund Account. The Sub-Agent will, in turn, pay a portion of
such fee to the Fund Manager.

There will be no duplication of fees as between the MER of the Funds and
the Program Fee payable in respect of the Notes.

The Bank will pay selling agents who sell Notes an annual fee, paid quarterly,
of 0.30% of the average daily value of the Fund Account during the term of
the Notes. This fee will be paid out of the Program Fee. Program Fees and
Loan interest associated with the Notes will be deducted from the Fund
Account periodically during the term of the Notes and prior to determining
the amount of Variable Return, if any, payable at maturity.

The Bank will also pay a selling fee to qualified selling group members of
$5.00 per Note sold.




Calculation Agent:

Book-Entry Only
Registration:

Risk Factors:

Leverage

For providing leverage to the Portfolio, Scotia Capital will receive the
interest payable on funds notionally borrowed under the Loan, calculated at
an annual interest rate equal to the one-month Bankers’ Acceptance Rate
plus 0.25% (4.26% as of January 31, 2008), accrued daily and paid monthly.
This interest will be paid out of the Fund Account during the term of the
Notes and prior to determining the amount of Variable Return, if any,
payable at maturity.

Scotia Capital will act as the Calculation Agent, provided that Scotia Capital
may appoint a successor calculation agent and may delegate its functions to a
third party. The Calculation Agent will make all necessary calculations and
determinations required in respect of the Notes. In certain circumstances
involving a Market Disruption Event, exact and precise calculations may not
be possible. The Calculation Agent’s calculations and determinations will be
made in good faith and will, absent manifest error, be final and binding on
Investors.

All of the Notes will be evidenced by a single global Note held by CDS, or its
nominee on its behalf, as registered Investor of the Notes. Registration of
interests in and transfers of the Notes will be made only through participants
in its book-entry system (“Participants”). Subject to certain limited
exceptions, no Investor will be entitled to any certificate or other instrument
from the Bank or CDS evidencing the ownership thereof and no Investor will
be shown on the records maintained by the depositary except through an
agent who is a Participant of the depositary. See “Description of the Notes —
Form of the Notes”.

The Notes have been designed to provide Investors with exposure to the
capital appreciation and Distributions, if any, of the Units. Before reaching a
decision to purchase any Notes, prospective investors should carefully
consider a variety of risk factors associated with the ownership of the Notes.
An Investor will not be able to redeem Notes prior to the Maturity Date. The
Notes have certain characteristics that differ from conventional fixed income
investments in that they do not provide a return at the Maturity Date that is
calculated by reference to a fixed or floating rate of interest that can be
determined prior to the Maturity Date. The return on the Notes (if any),
unlike the return on many deposit liabilities of Canadian chartered banks, is
uncertain. Therefore, the Notes are not suitable investments for Investors
that need or expect certainty of yield. The Notes are designed for Investors
with a long-term investment horizon who are prepared to hold the Notes to
the Maturity Date and are prepared to assume risks with respect to a return
tied to the performance of the Units.

There is no assurance that any of the Units will appreciate in value over the
term of the Notes. Therefore, there is no assurance that Investors will receive
any amount at the Maturity Date other than the Principal Outstanding. The
Notes do not represent a direct or indirect ownership interest in any notional
Units or Bonds. All fees and expenses in respect of the Notes will be
deducted from the value of the Portfolio and will reduce the Variable Return,
if any. The Distributions, if any, on and the capital appreciation, if any, of the
notional Units may not be sufficient to generate any Variable Return on the
Notes.
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Quarterly Partial Principal Repayments, Loan interest and Program Fees will
be funded by liquidating Fund Account assets, as required. This will reduce
the Fund Account Value and increase the likelihood that a Protection Event
will occur.

A prospective investor should decide to invest in the Notes only after
carefully considering with his or her advisor as to whether the Notes are a
suitable investment in light of his or her own circumstances and the
information set out in this Information Statement. None of the Bank, Scotia
Capital Inc., the Fund Manager or their respective affiliates makes any
recommendation as to whether the Notes are a suitable investment for any
person. See “Risk Factors”.
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DESCRIPTION OF THE NOTES

Issue Size

™

The Bank of Nova Scotia — Dynamic Distinction Series™ Deposit Notes (Return of Capital), Series 1 will
be issued by the Bank on the Issue Date. A maximum of $60,000,000 par amount of BNS Dynamic Notes will be
issued by the Bank. This maximum size may be changed at any time without notice in the sole discretion of
the Bank.

Original Principal Amount and Minimum Subscription

Each Note will be issued in an Original Principal Amount of $100. The price to be paid by each Investor
upon issuance has been determined by agreement between the Bank and the Selling Agent. The minimum
subscription per Investor will be twenty (20) Notes (i.e. $2,000).

Quarterly Partial Principal Repayments

An amount equal to 1.305% of the Fund Account Value, if any, as of each Quarterly Partial Principal
Repayment Determination Date will be credited to the Principal Repayment Account and the Fund Account
Value will be reduced by a corresponding amount through the redemption of Units in accordance with the
Weightings at the then prevailing net asset values per Unit"). The Principal Repayment Account will fund the
payment of the Quarterly Partial Principal Repayments, if any, on the Notes. Quarterly Partial Principal
Repayments in respect of each Note will be payable in Canadian dollars on each Quarterly Partial
Principal Repayment Date during the term of the Notes. The amount of any particular Quarterly Partial
Principal Repayment will be equal to the Principal Repayment Account Value, if any, as of the close of business
on the immediately preceding Quarterly Partial Principal Repayment Determination Date.

The following chart sets out the indicative principal repayment rates on the Notes in different scenarios that
vary depending on the performance of the Fund Account, assuming a Floor of $75.00. This chart is for
illustrative purposes only and there can be no assurance that the indicative rates of principal repayment set out
in the chart will be achieved.

Note ;
Func;llaAlc':Jceount - Loan Amount + Bonc‘.llaAltl:‘ceount = Note NAV Distribution Chang'::‘\INote

$223.59 - $105.00 + n/a = $118.59 $11.67 24.83%
$185.35 - $78.23 + n/a = $107.12 $9.68 12.76%
$152.68 - $53.12 + n/a = $99.56 $7.97 4.80%
$125.48 - $28.45 + n/a = $97.03 $6.55 2.14%
$115.00 = $20.00 + n/a = $95.00 $6.00 0.00%
$88.14 - n/a + $3.58 = $91.72 $5.02 -3.45%
$66.28 - n/a + $21.31 = $87.59 $3.46 -7.80%
$49.85 - n/a + $34.62 = $84.47 $2.60 -11.08%
$37.48 - n/a + $44.64 = $82.12 $1.96 -13.56%
$28.18 - n/a + $52.17 = $80.35 $1.47 -15.42%
$15.89 - n/a + $62.13 = $78.02 $0.83 -17.87%
$9.04 - n/a + $67.68 = $76.72 $0.47 -19.24%
$0.00 - n/a + $76.50 = $76.50 $0.00 -19.47%

* Constant Floor Price $75.00

Maturity Payment Amount
General

Each Note matures on the Maturity Date. Subject to the occurrence of a Market Disruption Event, an
Extraordinary Event or a Protection Event, an Investor will be paid the Maturity Payment Amount, at the
Maturity Date, subject to the provisions and conditions described or contemplated in this Information
Statement. The Maturity Payment Amount is linked to the performance of the Portfolio, the assets of which will

(1) Weighted indicative distribution yield for the Portfolio as at January 31, 2008 was 0.98%.
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be allocated as described under “Description of the Notes — Asset Allocation and the Asset Allocation
Calculation”. Allocations will be made in accordance with the Asset Allocation Calculation based on the value
of the notional Units, the Bonds and Loan, interest rates and other factors. The Maturity Payment Amount per
Note will be determined by the Calculation Agent based on the following formula:

Maturity Payment Amount = Principal Outstanding + Variable Return

Where:

* Principal Outstanding equals the Original Principal Amount ($100) less the aggregate of all Quarterly
Partial Principal Repayments per Note made during the term of the Notes;

* Variable Return equals the sum of: (i) the Capital Appreciation; and (ii) the Additional Amount, provided
that the Variable Return may not be less than zero;

 Capital Appreciation equals the amount, if any, by which NAVg;,.; exceeds the Original Principal Amount;

* Additional Amount is an amount, which may be positive or negative, equal to: (i) the Undiscounted Fixed
Amount discounted for a term of one year at the one year Bankers’ Acceptance Rate prevailing at the
Maturity Date; less (ii) the Principal Outstanding at the Maturity Date;

* Undiscounted Fixed Amount is a sum in excess of $100 to be established by the Calculation Agent on the
Issue Date; and

* NAVy,, is an amount, expressed per Note, equal to the NAV determined on the third Exchange Business
Day prior to the Maturity Date, excluding any amount notionally held in the Principal Repayment
Account which will be paid out as a Quarterly Partial Principal Repayment on the Maturity Date.

In no event will payment of the Maturity Payment Amount be made by the Bank earlier than the Maturity
Date. The Fund Account will be gradually notionally liquidated (at the discretion of the Calculation Agent to
ensure orderly liquidation) during the ten Exchange Business Days immediately preceding the Maturity Date at
then prevailing net asset values. The Calculation Agent is expected to have fully liquidated the notional assets of
the Portfolio by, and to calculate the NAVgyar, on, the third Exchange Business Day prior to the Maturity Date.
The timing and manner of determining the Variable Return, if any, and therefore the Maturity Payment Amount
may be affected by the occurrence of Market Disruption Events, Extraordinary Events or the inability notionally
to fully liquidate the Portfolio by the third Exchange Business Day prior to the Maturity Date. See “Description
of the Notes — Special Circumstances”.

If the Maturity Date is not a Business Day for any reason, then the Maturity Date will be deemed to occur
on the next following Business Day and no interest or other compensation will be paid to an Investor in respect
of such postponement. If the Notes are held to the Maturity Date, the full Original Principal Amount ($100 per
Note) will have been paid in total by the Maturity Date (regardless of the performance of the Portfolio and even if
NAVpnaL is less than $100 for any reason).

There is a possibility that there may be no Variable Return. There will be no Variable Return unless the
Capital Appreciation plus the Additional Amount exceed zero. If not, the Maturity Payment Amount per Note
will be limited to the Principal Outstanding on the Maturity Date. See “Risk Factors.”
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Examples
Example 1 — NAV pny; Is greater than the Original Principal Amount
Assumptions:

NAVFINAL = $18000

Principal Outstanding = $70.00

Total of Quarterly Partial Principal Repayments = $30.00
Undiscounted Fixed Amount = $104.30

1 yr BA CDOR at Maturity = 4.25%

(i) Capital Appreciation = NAVgnar—$100.00
= $180.00—$100.00
= $80.00

(ii) Additional Amount = Undiscounted Fixed Amount / (1 + lyr BA CDOR) — Principal
Outstanding

$104.30 / (1 + 0.0425)—$70.00

$30.05

(iif) Variable Return (Min 0) Additional Amount + Capital Appreciation
$30.05 + $80.00

$110.05

(iv) Maturity Payment Amount Principal Outstanding + Variable Return
$70.00 + $110.05

= $180.05

The Maturity Payment Amount is in addition to total Quarterly Partial Principal Repayments of $30.00 paid
over the term of the Notes.

Example 2 — NAV n ;. is less than the Original Principal Amount
Assumptions:

NAVFINAL = $9500

Principal Outstanding = $70.00

Total of Quarterly Partial Principal Repayments = $30.00
Undiscounted Fixed Amount = $104.30

1 yr BA CDOR at Maturity = 4.25%

(i) Capital Appreciation = NAVgnar—$100.00
= $95.00—$100.00
= —$5.00 therefore Capital Appreciation = $0

(ii) Additional Amount = Undiscounted Fixed Amount / (1 + lyr BA CDOR) — Principal
Outstanding

$104.30 / (1 + 0.0425)—$70.00

= $30.05

(iif) Variable Return (Min 0) Additional Amount + Capital Appreciation
$30.05 + $0

$30.05

(iv) Maturity Payment Amount Principal Outstanding + Variable Return
$70.00 + $30.05

$100.05
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The Portfolio
General

The Portfolio consists of three book-entry accounts referred to as the Fund Account, the Bond Account and
the Principal Repayment Account, and the Loan. The Portfolio is a notional portfolio of assets allocated in
accordance with the Asset Allocation Calculation over the term of the Notes between the Fund Account and the
Bond Account. Since the Portfolio is notional only, Investors will have no ownership or other interest in the
Bonds, Units or other assets comprising the Portfolio, other than the right to be paid the Maturity Payment
Amount and Quarterly Partial Principal Repayments. For the avoidance of doubt, all holdings in the Portfolio
and all actions including, without limitation, all holdings, purchases, sales, and redemptions of Units and/or
Bonds, receipts and reinvestment of Distributions and drawdowns and repayments of the Loan taken in
connection with the Portfolio are notional holdings and actions only. All references contained in this Information
Statement to any such actions or events are to be construed as notional actions and events only. Since the
Portfolio is strictly notional and each of the Fund Account, the Bond Account, the Principal Repayment Account
and the Loan are notional book-keeping entries only, at no time will the Portfolio actually hold or own Units or
Bonds. Investors will not, by virtue of holding Notes, be entitled to the rights or benefits of a unitholder of any of
the Funds.

The Fund Account

The Fund Account will consist mainly of notional Units of the Funds and may be margined through the
Loan. The Fund Account may also contain, from time to time, a nominal amount of cash. The cash in the Fund
Account will earn interest at the overnight Bank of Canada rate. Distributions and Special Distributions, if any,
on the Units in the Fund Account on the relevant record date(s) will be notionally paid in kind to the Fund
Account as of the applicable payment date via a notional distribution reinvestment program. Units in the Fund
Account may be affected by the occurrence of an Allocation Event, a Market Disruption Event, an
Extraordinary Event or a Protection Event.

The Units and the Funds and their respecting Weightings in the Fund Account are as follows:

Unit Designation Fund Weighting
Series A Dynamic Dividend Fund 33.3%
Series A Dynamic Power Small Cap Fund 22.3%
Series A Dynamic Value Fund of Canada 11.1%
Series A Dynamic Global Discovery Fund 11.1%
Series A Dynamic Global Value Fund 11.1%
Series A Dynamic Power Canadian Growth Fund 11.1%

All references to Units are to Series A Units of the Funds that are generally available to all investors. The
value of a Unit in the Fund Account at any time will be equal to the net asset value of a Series A Unit of the
relevant Fund grossed-up (i.e. increased) by an amount which reflects the MER of the Series A Units of that
Fund. Accordingly, the value of the Units in the Fund Account at any time will be higher than the value of the
Series A Units of the relevant Fund by an amount that reflects the MER applicable to the Series A Units of
that Fund. The Calculation Agent will be paid the Program Fee from the assets of the Portfolio.

The Bond Account

The Bond Account will consist of notional 0.50% coupon bonds of the Bank, which will be purchased and
sold at yields equal to the prevailing Canadian dollar inter-bank swap rates as reasonably determined by the
Calculation Agent, using the bid price for purchases and offer price for sales for a term equivalent to the
remaining term of the Notes. The 0.50% coupon is to support the Program Fees associated with the Bond
Account. On the Issue Date, it is anticipated that all assets comprising the Portfolio will be allocated to the Fund
Account with no assets used to make a purchase in the Bond Account.

15



Following the Issue Date, the notional assets comprising the Portfolio will be allocated between the
Fund Account and the Bond Account according to the Asset Allocation Calculation and cash accumulated in the
Fund Account may be used for purchases of Units or Bonds. See “Description of the Notes — Asset Allocation
and the Asset Allocation Calculation.”

The Principal Repayment Account

The Principal Repayment Account will be credited with an amount equal to 1.305% of the Fund Account
Value, if any, determined as of the close of business on each Quarterly Partial Principal Repayment
Determination Date. Quarterly Partial Principal Repayments, if any, will be paid on the Notes on the next
following Quarterly Partial Principal Repayment Date in an amount per Note equal to the Principal Repayment
Account Value as of the relevant Quarterly Partial Principal Repayment Date. Upon payment of any Quarterly
Partial Principal Repayment on the Notes, the aggregate amount of such payment will be deducted from the
Principal Repayment Account. All Distributions, if any, together with any Special Distributions on Units in
the Fund Account on the relevant record date(s), will be notionally paid in kind to the Fund Account as of the
applicable payment date via a notional distribution reinvestment program. Program Fees and Loan interest will
not be deducted from the Principal Repayment Account. The Quarterly Partial Principal Repayment of 1.305%
of the Fund Account Value, if any, is equal to an annual principal repayment of 5.22% of the Fund Account
Value. In certain circumstances, including an Extraordinary Event or a Protection Event, the Fund Account
Value could be zero, with the result that no Quarterly Partial Principal Repayments would be paid. Payment of
the Quarterly Partial Principal Repayments will require liquidation of assets in the Fund Account equal to 5.22%
calculated on a quarterly basis before giving effect to any liquidation required to pay the portion of the Program
Fee that is calculated on the value of the Fund Account.()

The Loan

At inception, the Loan will be drawn down $20.00 per Note. The amount of the notional Loan outstanding
at any time will vary, and will be increased or decreased according to the value of the Fund Account, changes in
the Bond Account, interest payments and other fees payable. Interest on the Loan will be calculated at a rate
equal to the one-month Bankers’ Acceptance Rate plus 0.25% per annum accrued daily and paid monthly at the
then prevailing rate. If the Distance rises above 23%, the amount of outstanding Loan may be drawn down
(up to a maximum of $105.00 per Note) to allow for the acquisition of additional Units in accordance with the
Weightings at the then prevailing net asset value per Unit. If the Distance falls below 15%, the amount of any
outstanding Loan may be repaid and the proceeds used to purchase Bonds. See “Description of the Notes —
Asset Allocation and the Asset Allocation Calculation”. Interest accrued on the Loan will be paid through the
redemption of the requisite number of Units from the Fund Account in accordance with the Weightings, which
will reduce the Fund Account Value and the Portfolio Performance.

Asset Allocation and the Asset Allocation Calculation
General

Subject to the occurrence of a Market Disruption Event or an Extraordinary Event, the Calculation Agent
will allocate assets of the Portfolio between the Fund Account and the Bond Account according to the Asset
Allocation Calculation. The Asset Allocation Calculation has been designed to protect the Principal Amount of
the Notes. For example, if a Protection Event occurs, all Units in the Fund Account will be redeemed at the then
prevailing net asset values per Unit and the proceeds will be used to purchase Bonds such that the value of the
Bond Account at the Maturity Date is at least equal to the Principal Outstanding per Note. The Asset Allocation
Calculation has also been designed to allocate assets between the Bond Account and Fund Account such that
the Distance, at any time, will be maintained between 23% and 15%. The occurrence of an Allocation Event on
any Business Day triggers the application of the Asset Allocation Calculation.

The Calculation Agent will be required to monitor the Distance and, subject to any adjustments to
calculations as a result of the occurrence of a Market Disruption Event, a Protection Event or an Extraordinary
Event, will administer the allocation of the Portfolio in accordance with the Asset Allocation Calculation

(1) Weighted indicative distribution yield for the Portfolio as at January 31, 2008 was 0.98%.
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through a purchase or redemption of notional Units in accordance with the Weightings at the then prevailing net
asset values per Unit, a purchase or sale of notional Bonds, and a drawdown or repayment of the Loan.

Within 8 Business Days of the Issue Date it is anticipated that the full amount of the Net Proceeds from the
issuance of the Notes of $95.00 per Note, which is the Principal Amount less the Selling Agent’s fees, plus an
amount equal to $20.00 per Note of the Loan, will be allocated to the purchase of Units for the Fund Account in
accordance with the Weightings at the then prevailing net asset values per Unit.

On each Quarterly Partial Principal Repayment Date (as defined), the Fund Account will be rebalanced, as
necessary, through notional purchases and redemptions of Units at the then prevailing net asset values per Unit
to ensure that the relative value of the Fund Account represented by the Units of the various Funds accords with
the Weightings.

Leveraging Events

If the Distance rises above 23%, a Leveraging Event occurs. This may occur for a number of reasons
including, without limitation, an increase in the value of the Units or a decrease in the price of the Bonds beyond
certain thresholds. Once a Leveraging Event occurs, the Calculation Agent, acting with reasonable promptness,
will as necessary, sell any Bonds from the Bond Account (if there are any such Bonds) and thereafter, draw
down the amount of the Loan (to a maximum of $105.00 per Note) and apply the proceeds of such Loan and the
proceeds from the sale of the Bonds to purchase additional Units in accordance with the Weightings at the then
prevailing net asset values per Unit such that the Distance is approximately 19% after these actions. This will
increase the assets in the Fund Account, decrease the assets in the Bond Account and increase the amount of the
Loan outstanding.

De-Leveraging Events

A De-Leveraging Event occurs if the Distance falls below 15%. This may occur for a number of reasons
including, without limitation, a decrease in the values of the Units or an increase of the price of the Bonds
beyond certain thresholds. Once a De-Leveraging Event occurs, the Calculation Agent, acting with reasonable
prom