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Introduction

The Canadian Securities Administrators (CSA or we) are making amendments (the rule amendments) to
National Instrument 45-106 Prospectus Exemptions (NI 45-106) to introduce a new harmonized report of
exempt distribution (the New Report).! We are also making related changes to Companion Policy 45-106
Prospectus Exemptions (45-106CP).

We refer to the rule amendments, the New Report and the changes to 45-106CP collectively as the
Amendments.

Provided all necessary ministerial approvals are obtained, the Amendments will come into force on

June 30, 2016 in all CSA jurisdictions.

Substance and Purpose

The New Report

Issuers and underwriters who rely on certain prospectus exemptions to distribute securities are required to
file a report of exempt distribution within the prescribed timeframe. Currently, in all CSA jurisdictions
except British Columbia, the form of report is Form 45-106F1 Report of Exempt Distribution (Form 45-
106F1). In British Columbia, the form of report is Form 45-106F6 British Columbia Report of Exempt
Distribution (Form 45-106F6, and together with Form 45-106F1, the Current Reports).

The Amendments replace the Current Reports with the New Report. The New Report will:

1) reduce the compliance burden for issuers and underwriters by having a harmonized report of exempt
distribution, and

2) provide securities regulators with the necessary information to facilitate more effective regulatory
oversight of the exempt market and improve analysis for policy development purposes.

The New Report is set out in Annex B and the changes to 45-106CP are set out in Annex C.
Key features of the New Report

The New Report will apply in all CSA jurisdictions to both investment fund issuers and non-investment
fund issuers that distribute securities under certain prospectus exemptions.

! The Amending Instrument for NI 45-106 in Annex A includes amendments to certain sections of NI 45-106 that were not
adopted in one or more CSA jurisdictions. The amendments to those sections will apply only in those CSA jurisdictions where
the sections are in force.



The New Report introduces new information requirements, including disclosure of the following:

additional details about the issuer including its size and primary business activity,

identities of the directors, executive officers and promoters of certain issuers,’

identities of control persons of certain issuers in a non-public schedule,

additional details about the securities distributed and, for certain jurisdictions, details about the

documents provided in connection with the distribution,

o specific details about the prospectus exemptions relied on, both on an aggregate and per investor
basis, and

e (details about compensation paid to registrants, connected persons, insiders and employees of the

issuer or the investment fund manager involved in the distribution.

For investment fund issuers, the New Report also requires disclosure regarding the size of the fund, the
general type of the fund and net proceeds to the fund for the period for which the report is filed.

The New Report provides carve-outs from certain information requirements for:

investment fund issuers,

reporting issuers and their wholly owned subsidiaries,

foreign public issuers and their wholly owned subsidiaries, and

issuers distributing eligible foreign securities only to permitted clients.

In addition, an issuer is not required to provide certain information in the New Report if the information
can be gathered through the issuer’s continuous disclosure filings, the issuer’s profile on the System for
Electronic Document Analysis and Retrieval (SEDAR) or a registrant firm’s profile on the National
Registration Database (NRD).

Annex D provides a summary of the new information requirements in the New Report.

Background

The CSA published proposed amendments to NI 45-106 and the New Report for a 60-day comment
period on August 13, 2015. The New Report is similar to the version published for comment.

Summary of written comments received on the New Report

The comment period expired on October 13, 2015. We received 19 written submissions. We have
considered the comments received and thank all of the commenters for their input. The names of the
commenters are contained in Annex E and a summary of their comments, together with our responses, is
contained in Annex F. The comment letters can be viewed on the Autorité des marchés financiers website
at www.lautorite.gc.ca and the Ontario Securities Commission (OSC) website at www.0sc.gov.on.ca.

In developing the New Report, we also held informal consultations with advisory committees in certain
CSA jurisdictions.

2 Unlike the version published for comment, the New Report does not require disclosure of information relating to the holdings of
the issuer’s securities by directors, executive officers, promoters and control persons.


http://www.lautorite.qc.ca/
http://www.osc.gov.on.ca/

Prior proposals
In 2014, the CSA published two proposals related to the reports of exempt distribution:

e On February 27, 2014, the CSA published for comment proposed amendments to the Current Reports
in conjunction with proposed amendments to NI 45-106 relating to the accredited investor and
minimum amount investment prospectus exemptions. These proposals proposed to gather additional
information related to the category of accredited investor for each purchaser, updated industry
categories, and any person being compensated in connection with the distribution, including
identifying the purchasers in respect of which the person received compensation.

e On March 20, 2014, Alberta, Saskatchewan, Ontario and New Brunswick published for comment two
proposed forms for reporting exempt distributions: (i) proposed Form 45-106F10 Report of Exempt
Distribution For Investment Fund Issuers, and (ii) proposed Form 45-106F11 Report of Exempt
Distribution For Issuers Other Than Investment Funds. These proposals were intended to streamline
exempt market reporting in applicable jurisdictions and obtain additional information about issuers,
registrants and investors to enhance our ability to monitor exempt market activity.

Comments from these prior proposals have also informed the New Report.?

Summary of Changes Since Publication for Comment

After considering the written comments received on the New Report and the feedback received during our
informal consultations, we have made a number of changes to the New Report from the version that was
published for comment.

Annex G contains a summary of changes between the New Report and the version that was published for
comment. Some of the notable changes include:

o \We removed the requirement for issuers making a distribution in more than one jurisdiction of
Canada to file a single report in each Canadian jurisdiction where the distribution has occurred,
identifying all purchasers. Notwithstanding this change, issuers may continue to satisfy their
obligation to file the report by completing a single report identifying all purchasers, and filing it in
each Canadian jurisdiction where the distribution occurs.

e We removed the requirement to provide information about beneficial owners of fully managed
accounts where a trust company, trust corporation or registered adviser described in paragraphs (p) or
(q) of the definition of “accredited investor” in section 1.1 of NI 45-106 is deemed to be purchasing
the securities as principal on behalf of a fully managed account. We only require information about
the trust company, trust corporation or registered adviser.

¢ We removed the proposed requirement to disclose information relating to the holdings of the issuer’s
securities by directors, executive officers, promoters and control persons of certain issuers.

e We moved the proposed requirement to disclose information about control persons to a non-public
schedule.

3 Summaries of the comments received on these prior proposals were included as part of the Notice and Request for Comment on
Proposed Amendments to NI 45-106 relating to Reports of Exempt Distribution published on August 13, 2015.



e We changed the transition period available to investment fund issuers that file annually.

o We introduced a requirement for issuers to file Schedules 1 and 2 in .xlIsx format using the Excel
templates developed by the CSA. The Excel templates, published concurrently with this Notice, are
available on the website of each CSA member and at the links below.

o Schedule 1 template*
o Schedule 2 template®

In addition to the changes described in Annex G, we have revised the guidance in 45-106CP, which is set
out in Annex C.

We do not consider the changes made since the publication for comment to be material and therefore are
not publishing the New Report for a further comment period.

Filing Systems

Issuers are required to file the New Report electronically in all CSA jurisdictions, except certain foreign
issuers when filing on SEDAR.

The British Columbia Securities Commission (BCSC) is developing a web-based filing system on
eServices to accommodate the structured data format of the New Report. Beginning on June 30, 2016,
when the New Report is effective, issuers filing in both British Columbia and Ontario will file the New
Report with the BCSC and OSC by completing an electronic form on the BCSC’s eServices and the
OSC’s Electronic Filing Portal, respectively.

In all CSA jurisdictions other than British Columbia and Ontario, the New Report will be required to be
filed on SEDAR, except by certain foreign issuers.® Both the BCSC’s eServices and the OSC’s Electronic
Filing Portal will generate an electronic copy of the completed report, which issuers can then use to file
on SEDAR, if required. As noted above, issuers are required to file Schedules 1 and 2 in .xlsx format
using the Excel templates developed by the CSA.

We have revised CSA Staff Notice 45-308 (Revised) Guidance for Preparing and Filing Reports of
Exempt Distribution under National Instrument 45-106 Prospectus Exemptions (Staff Notice 45-308),
published concurrently with this Notice, to provide guidance on how to complete and file the New Report
in the various CSA jurisdictions.

A longer-term CSA project is underway to create a single integrated filing system for reports of exempt
distribution that would further reduce the regulatory burden on market participants. The integrated filing
system is part of the larger CSA National Systems Renewal Program.

Transition to New Report

All issuers, other than investment fund issuers filing reports annually, must use the New Report for

4 http://www.bcsc.bc.ca/uploadedFiles/Securities_Law/Policies/Policy4/45-106F1 Schedule 1 Template. XLSX

° http://www.hcsc.bc.ca/uploadedFiles/Securities_Law/Policies/Policy4/45-106F1 Schedule 2 Template. XLSX

® See Multilateral CSA Notice of Amendments to National Instrument 13-101 System for Electronic Document Analysis and
Retrieval (SEDAR) and Multilateral Instrument 13-102 System Fees for SEDAR and NRD, published on December 3, 2015.


http://www.bcsc.bc.ca/uploadedFiles/Securities_Law/Policies/Policy4/45-106F1%20Schedule%201%20Template.XLSX
http://www.bcsc.bc.ca/uploadedFiles/Securities_Law/Policies/Policy4/45-106F1%20Schedule%202%20Template.XLSX
http://www.bcsc.bc.ca/uploadedFiles/Securities_Law/Policies/Policy4/45-106F1%20Schedule%201%20Template.XLSX
http://www.bcsc.bc.ca/uploadedFiles/Securities_Law/Policies/Policy4/45-106F1%20Schedule%202%20Template.XLSX

distributions that occur on or after June 30, 2016, when the Amendments come into force. If an issuer
completes a distribution before June 30, 2016, and the deadline to file the report occurs after June 30,
2016, the issuer must file the Current Report. If an issuer completes multiple distributions on dates that
occur within a 10-day period beginning before and ending after June 30, 2016, the issuer may file either
the Current Report or the New Report to report such distributions.

Investment funds relying on certain prospectus exemptions may file reports of exempt distribution
annually, within 30 days after the end of the calendar year. We have provided a transition period to allow
investment fund issuers that file annually to file either the Current Report or the New Report for
distributions that occur before January 1, 2017. For distributions that occur on or after January 1, 2017, all
investment fund issuers filing annually must file the New Report.

Annex H contains further information on the transition to the New Report.

Withdrawal and Revision of CSA Staff Notices
As a result of the Amendments and the replacement of Form 45-106F6 with the New Report, CSA Staff
Notice 11-316 Notice of Local Amendments — British Columbia (Staff Notice 11-316) is no longer
required. Staff Notice 11-316 will be withdrawn effective June 30, 2016.
We are publishing concurrently with this Notice a revised version of Staff Notice 45-308 to reflect the
New Report.
Local Matters
Annex | is being published in any local jurisdiction that is making related changes to local securities laws,
including local notices or other policy instruments in that jurisdiction.
Annexes to Notice
Annex A — Amending Instrument for National Instrument 45-106 Prospectus Exemptions
Annex B — Form 45-106F1 Report of Exempt Distribution (New Report)
Annex C — Changes to Companion Policy 45-106 Prospectus Exemptions
Annex D — Summary of New Information Requirements
Annex E — List of Commenters
Annex F — Summary of Comments and Responses
Annex G — Summary of Changes to New Report Since Publication for Comment
Annex H — Transition to the New Report

Annex | — Local Matters



Questions

Please refer your questions to any of the following:

Jo-Anne Matear

Manager, Corporate Finance Branch
Ontario Securities Commission
416-593-2323
jmatear@osc.gov.on.ca

Kevin Yang

Senior Research Analyst, Strategy and Operations

Ontario Securities Commission
416-204-8983
kyang@osc.gov.on.ca

Lina Creta

Senior Accountant, Compliance and Registrant

Regulation Branch

Ontario Securities Commission
416-593-8963
Icreta@osc.gov.on.ca

Victoria Steeves

Senior Legal Counsel, Corporate Finance
British Columbia Securities Commission
604-899-6791

vsteeves@bcsc.bc.ca

Christopher Peng

Legal Counsel, Corporate Finance
Alberta Securities Commission
403-297-4230
christopher.peng@asc.ca

Tony Herdzik

Deputy Director, Corporate Finance
Financial and Consumer Affairs Authority of
Saskatchewan

306-787-5849

tony.herdzik@gov.sk.ca

Georgia Koutrikas

Analyst, Corporate Finance
Autorité des marchés financiers
514-395-0337 ext: 4393
georgia.koutrikas@lautorite.qc.ca

Daphne Wong

Legal Counsel, Corporate Finance Branch
Ontario Securities Commission
416-593-8125

dwong@osc.gov.on.ca

Frederick Gerra

Legal Counsel, Investment Funds and Structured Products

Ontario Securities Commission
416-204-4956
fgerra@osc.gov.on.ca

Jody-Ann Edman

Assistant Manager, Financial Reporting
British Columbia Securities Commission
604-899-6698

jedman@bcsc.bc.ca

Steven Weimer

Senior Markets & Risk Analyst
Alberta Securities Commission
403-355-9035
steven.weimer@asc.ca

Wayne Bridgeman

Deputy Director, Corporate Finance
Manitoba Securities Commission
204-945-4905
wayne.bridgeman@gov.mb.ca

Mathieu Simard

Senior Advisor, Investment Funds
Autorité des marchés financiers
514-395-0337 ext: 4471
mathieu.simard@Iautorite.gc.ca


mailto:fgerra@osc.gov.on.ca
mailto:wayne.bridgeman@gov.mb.ca

Ella-Jane Loomis

Senior Legal Counsel, Securities

Financial and Consumer Services Commission
(New Brunswick)

506-658-2602

ella-jane.loomis@fcnb.ca

Jack Jiang

Securities Analyst, Corporate Finance
Nova Scotia Securities Commission
902-424-7059
jack.jiang@novascotia.ca

John O’Brien

Superintendent of Securities

Office of the Superintendent of Securities
Government of Newfoundland and Labrador
709-729-4909

JohnOBrien@gov.nl.ca

Thomas W. Hall

Superintendent of Securities

Department of Justice

Government of the Northwest Territories
867-767-9305

tom_hall@gov.nt.ca

Kevin G. Redden

Director, Corporate Finance

Nova Scotia Securities Commission
902-424-5343
kevin.redden@novascotia.ca

Steven D. Dowling

Acting Director

Consumer, Labour and Financial Services Division
Department of Justice and Public Safety
Government of Prince Edward Island
902-368-4551

sddowling@gov.pe.ca

Rhonda Horte

Securities Officer

Office of the Yukon Superintendent of Securities
Government of Yukon

867-667-5466

rhonda.horte@gov.yk.ca

Jeff Mason

Superintendent of Securities
Department of Justice
Government of Nunavut
867-975-6591
jmason@gov.nu.ca
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