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Annex C 
 

Changes to  
Companion Policy 45-106 Prospectus and Registration Exemptions 

 
1. Companion Policy 45-106 Prospectus and Registration Exemptions is changed by this 
Instrument. 

 
2. Companion Policy 45-106 Prospectus and Registration Exemptions is changed by 
adding the following section: 
 

4.6.1 Short-term securitized products 
 
(1)  Types of short-term securitized products 
  
Section 2.35.1 is a prospectus exemption for the distribution of short-term securitized 
products. Short-term securitized products distributed in Canada are generally asset-
backed commercial paper. 
 
(2) Definition of “asset pool” 
 
The term “cash-flow generating assets” in the definition of “asset pool” refers to the 
bonds, mortgages, leases, loans, receivables, or royalties in which a conduit has a direct 
or indirect ownership or security interest. It does not refer to a security or other 
instrument through which a conduit obtains an indirect ownership or security interest in 
underlying cash-flow generating assets. For example, a conduit may enter into an asset 
transaction whereby it purchases a note from a trust that owns a pool of mortgages, 
thereby acquiring an indirect ownership or security interest in that pool of mortgages. In 
this scenario, the “cash-flow generating assets” are the mortgages, not the note. 
 
(3) Interaction of conditions with credit ratings 
 
In order for the short-term securitized products prospectus exemption to be available, 
the short-term securitized product must satisfy certain conditions relating to credit 
ratings as set out in subparagraphs 2.35.2(a)(i) and (ii). The short-term securitized 
product and issuing conduit must also satisfy other conditions regarding liquidity 
support, series or class seniority and asset pool composition as set out in subparagraphs 
2.35.2(a)(iii) and (iv) and paragraphs 2.35.2(b) and (c).  
 
Short-term securitized products that satisfy the conditions in the prospectus exemption 
relating to liquidity support, series or class seniority and asset pool composition may not 
necessarily satisfy the credit-rating conditions; particularly the requirement in 
subparagraph 2.35.2(a)(i) that one of the two credit ratings must be at the highest rating 
category. Designated rating organizations each have their own rating methodologies 
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and may require features that go beyond those specified in the prospectus exemption in 
order for a short-term securitized product to obtain a credit rating in the highest 
category. 
 
(4) Liquidity provider 
 
Clause 2.35.2(a)(iv)(B) requires a liquidity provider to be a deposit-taking institution 
regulated or approved to carry on business in Canada by the Office of the 
Superintendent of Financial Institutions (OSFI) or a Canadian federal or provincial 
government department or regulatory authority. This provision allows a foreign bank to 
be a liquidity provider if it is a Schedule II or Schedule III bank that is regulated by OSFI 
or approved by OSFI to carry on business in Canada. 

 
(5) Exceptions relating to liquidity agreements 
 
The intention of subsection 2.35.3(2) is to permit a liquidity agreement to provide that a 
liquidity provider need not advance funds in respect of assets that have defaulted and 
that are not covered by any applicable credit enhancement. For purposes of paragraph 
2.35.3(2)(a), we expect that the aggregate value of the non-defaulted assets would be 
the book value, unless some other method of determining the value is specified by the 
provisions of the applicable liquidity agreement, e.g. discounted value or market value. 
 
(6) Disclosure – meaning of “make reasonably available” 
 
Section 2.35.4 requires that each information memorandum and reports on Form 45-
106F7 and Form 45-106F8 be made reasonably available both to securities regulators 
and purchasers of a short-term securitized product.  
 
This requirement could generally be satisfied by a conduit posting the document on a 
website maintained by it or on its behalf. If a password is used to limit access to the 
website, we would expect that the password would be promptly provided upon 
application. We generally would not object if a prospective purchaser, before being 
provided access to a website on which the documents are posted, would have to agree 
to keep the information on the website confidential or that it would not provide others 
with access to the website or the documents available on it.. 

 
3. These changes become effective on May 5, 2015. 
 
 


