Acv Canadian Securities Autorités canadiennes
Administrators en valeurs mobiliéres

Notice of Repeal and Replacement of
National Instrument 45-106 Prospectus And Registration Exemptions
and Related Forms and Companion Policy

and

Notice of Amendments to
National Instrument 45-102 Resale of Securities
and Related Form and Companion Policy

Introduction

The Canadian Securities Administrators (the CSA or we) have approved the following (together, the New
Materials):

o amended and restated National Instrument 45-106 Prospectus and Registration Exemptions,
Form 45-106F1 Report of Exempt Distribution, Form 45-106F2 Offering Memorandum for Non-
Qualifying Issuers, Form 45-106F3 Offering Memorandum for Qualifying Issuers, Form 45-
106F4 Risk Acknowledgement and Form 45-106F5 Risk Acknowledgement — Saskatchewan Close
Personal Friends and Close Business Associates (together, the 45-106 Instrument), which replace
the versions currently in force,

e amended and restated Companion Policy 45-106CP Prospectus and Registration Exemptions (45-
106CP), which replaces the version currently in force,

e amendments to National Instrument 45-102 Resale of Securities and Form 45-102F1 Notice of
Intention to Distribute Securities under Section 2.8 of NI 45-102 Resale of Securities (together,
the 45-102 Instrument), and

o amended and restated Companion Policy 45-102CP Resale of Securities (45-102CP).

Subject to Ministerial approval requirements, the 45-106 Instrument and the amendments to the 45-102
Instrument will come into force on September 28, 2009 in all CSA jurisdictions other than Ontario. In
Ontario, subject to Ministerial approval requirements, the 45-106 Instrument and the amendments to the
45-102 Instrument will come into force on the later of: (a) September 28, 2009, and (b) the day on which
sections 5 and 11, subsection 12(1) and section 13 of Schedule 26 of the Budget Measures Act, 2009 are
proclaimed in force.

The 45-106CP and the 45-102CP will come into force on the same date as the 45-106 Instrument and the
amendments to the 45-102 Instrument.



Contents of this Notice

This Notice consists of the following:
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Substance and purpose of the New Materials
Summary of feedback received

Summary of changes to the 2008 Proposal
Consequential amendments

Staff notices

Amendments to local instruments
Background

Where to find more information

This Notice also contains the following appendices:

Appendix A List of Commenters on the 2008 Proposal

Appendix B Summary of Written Comments on the 2008 Proposal

Appendix C 45-106 Instrument and 45-106CP

Appendix D 45-106 Instrument and 45-106CP, blacklined to show changes to the 2008 Proposal
Appendix E 45-102 Instrument and 45-102CP

Appendix F 45-102 Instrument and 45-102CP, blacklined to show changes to the 2008 Proposal
Appendix G Amendment instruments amending the 45-102 Instrument

Appendix H Consequential amendments to national instruments

Appendix [ Local notice (where applicable)

1. Substance and purpose of the New Materials

45-106 Instrument and 45-106CP
The New Materials reflect substantive changes which are designed to improve the effectiveness of the 45-
106 Instrument and 45-106CP. These changes:

clarify certain provisions of the 45-106 Instrument and 45-106CP,
reflect policy decisions that we have made in the course of granting exemptive relief,

provide additional guidance to market participants on the applicability of the exemptions
contained in the 45-106 Instrument, and

harmonize exemptions previously found in local instruments.

In addition, the New Materials support the implementation of National Instrument 31-103 Registration
Requirements and Exemptions (NI 31-103). The 45-106 Instrument has been restructured so that the
prospectus exemptions are in Part 2 and the registration exemptions are in Part 3. The registration
exemptions in Part 3 will no longer be available six months after the coming into force of NI 31-103. A
subset of these registration exemptions is included in NI 31-103.



45-102 Instrument and 45-102CP
The amendments to the 45-102 Instrument and 45-102CP are designed to:

e clarify certain provisions of the 45-102 Instrument and the 45-102CP, and

e update the legending requirements where an electronic book-entry system is used or where the
purchasers of securities do not receive a paper certificate from the issuer.

2. Summary of feedback received

2008 Proposal

On February 29, 2008, we published the New Materials for a 90-day comment period (the 2008
Proposal). The comment period ended on May 29, 2008. During the comment period, we received 12
written submissions on the 2008 Proposal.

We thank everyone who provided comments. Copies of the comment letters are posted on the OSC
website at www.osc.gov.on.ca. Copies are also available from any CSA member. You can find a list of
the names of the commenters and a summary of the comments we received on the 2008 Proposal, together
with our responses, in Appendices A and B of this Notice.

We considered all comments received and have made changes to the New Materials in response to the
comments. However, as these changes are not material, we are not republishing the New Materials for a
further comment period. You can find a description of the key changes we have made to the 2008
Proposal in section 3 of this Notice.

Ontario 2009 Proposal

On May 22, 2009, the Ontario Securities Commission (OSC) published amendments to the New
Materials for a further 30-day comment period (the Ontario 2009 Proposal). The comment period ended
on June 22, 2009. No written submissions were received during the comment period. For more
information on the Ontario 2009 Proposal, see the OSC notice dated July 17, 2009 in Appendix I of this
Notice (as published in Ontario).

3. Summary of changes to the 2008 Proposal

Detailed blacklines showing changes made to the New Materials from the 2008 Proposal are in
Appendices D and F of this Notice.

Registration exemptions

As noted above, we restructured the 45-106 Instrument so that the prospectus exemptions and registration
exemptions are independent from one another. The prospectus exemptions are in Part 2 and the
registration exemptions are in Part 3.

When we published the 45-106 Instrument for comment, it was anticipated that the registration
exemptions in Part 3 would not be available six months after the coming into force of NI 31-103 in most
CSA jurisdictions. Following that transition period, the registration exemptions in Part 3 would only be
available where the person effecting the trade was located in British Columbia or Manitoba and not
registered in any CSA jurisdiction.


www.osc.gov.on.ca.

After further review and consideration of the comments received, we decided to remove the availability of
all registration exemptions in the 45-106 Instrument following the six-month transition period.

The British Columbia Securities Commission, the Alberta Securities Commission, the Manitoba
Securities Commission, Government of the Northwest Territories - Office of the Superintendent of
Securities, Government of Nunavut - Department of Justice, and Government of the Yukon Territory -
Community Services have decided to provide the following dealer registration exemptions after the end of
the transition period:

accredited investor exemption,

family, friends, and business associates exemption,
minimum amount investment exemption, and
offering memorandum exemption.

These dealer registration exemptions will be subject to new conditions setting out the circumstances under
which they can be used. These exemptions will be set out in blanket orders to be issued by the applicable
CSA member.

Saskatchewan is considering whether it will adopt this approach and will release a separate notice when it
has made its decision.

As a result, after the transition period, the registration exemptions in the 45-106 Instrument will be no
longer be available and all applicable registration exemptions will be located in NI 31-103, local
instruments or local blanket orders.

See the CSA notice dated July 17, 2009 accompanying NI 31-103 for a further discussion regarding the
registration exemptions that will be available following the implementation of NI 31-103.

Legending requirements

We sought specific comment on the proposed amendments to the legending requirements set out in
section 2.5 of the 45-102 Instrument. We received comments on the proposed legending requirements
where an electronic book-entry system is used or where the purchasers of securities do not receive a paper
certificate from the issuer.

After further review and consideration of these comments, we have clarified section 2.5 of the 45-102
Instrument. In order to be able to resell securities under that provision, the “purchaser” of a security
(rather than, specifically, the “beneficial security holder”) must have received written notice of the
legending restrictions. We have clarified in the 45-102CP that the reference to a “purchaser” of a security
means the person who makes the investment decision about the acquisition of the security. In most cases,
we think that the person making the investment decision will be the beneficial owner of the security. We
think that the amendments to the legending requirements in the 45-102 Instrument will improve the
efficiency of prospectus-exempt market transactions while still maintaining investor protection.

4. Consequential amendments
In conjunction with the New Materials, we are making consequential amendments to National Instrument

51-102 Continuous Disclosure Obligations (NI 51-102) and National Instrument 33-105 Underwriting
Conflicts (NI 33-105). In particular, we have updated various section references in Appendix A of NI 33-



105 and a section reference to the 45-106 Instrument contained in NI 51-102. The consequential
amendments are set out in Appendix H of this Notice.

CSA members in some jurisdictions are also publishing a separate local notice regarding consequential

amendments to certain local rules. See the local notices in Appendix I of this Notice for a discussion of
these amendments.

5. Staff notices
We intend to withdraw the following staff notices when the New Materials come into force:
e (CSA Staff Notice 45-302 Frequently Asked Questions Regarding the Resale Rules, and

e (CSA Staff Notice 45-305 Frequently Asked Questions Regarding National Instrument 45-106
Prospectus and Registration Exemptions.

The relevant interpretive guidance in those notices has been incorporated into 45-106CP and 45-102CP.

We also intend to update CSA Staff Notice 45-304 Notice of Local Exemptions Related to NI 45-106
Prospectus and Registration Exemptions.

6. Amendments to local rules

CSA members of some jurisdictions are publishing a separate local notice regarding amendments to
certain local rules. These amendments include changes to local exemptions or the repeal of local
exemptions that are no longer considered necessary or appropriate. See the local notices in Appendix I of
this Notice for a discussion of these amendments.

7. Background

Anticipated costs and benefits
The CSA believe that the New Materials will, when implemented, yield benefits and reduce costs to
market participants for the reasons discussed below.

(1) Harmonized exemptions

The 45-106 Instrument and NI 31-103 harmonize many of the prospectus and registration exemptions
currently available across Canada. The New Materials codify exemptive relief previously granted by the
CSA. They also harmonize in a national rule certain exemptions which were previously local in
application. Market participants wishing to effect an exempt distribution will continue to look primarily to
the 45-106 Instrument for prospectus and, until the implementation of NI 31-103, registration exemptions,
which may simplify compliance with the applicable exemptions.

(i1) No increase in filing and disclosure requirements

The New Materials do not introduce any significant new filing or disclosure requirements.



(i)  Support implementation of NI 31-103

The New Materials will facilitate the implementation of NI 31-103. NI 31-103 contemplates harmonized
registration requirements across all CSA jurisdictions. See the CSA notice dated February 29, 2008
requesting comment on NI 31-103 for a discussion of the anticipated costs and benefits of NI 31-103.

Alternatives considered
No alternatives to the New Materials were considered.

Reliance on unpublished studies, etc.
In developing the New Materials, we did not rely upon any significant unpublished study, report or other
written materials.

8. Where to find more information

The New Materials and related consequential amendments are available on websites of CSA members,
including:

www.lautorite.qc.ca
www.albertasecurities.com
www.bcsc.bc.ca
WWW.ZOV.NS.Ca/nssc
www.nbsc-cvmnb.ca
WWW.0SC.gov.on.ca
www.sfsc.gov.sk.ca

Questions
Please refer your questions to any of the following CSA staff:

Gordon Smith

Senior Legal Counsel, Corporate Finance
British Columbia Securities Commission
(604) 899-6656

gsmith@bcsc.bc.ca

Taryn Montgomery

Legal Counsel

Alberta Securities Commission
(403) 297-4968
Taryn.Montgomery(@asc.ca

Tracy Clark

Legal Counsel

Alberta Securities Commission
(403) 355-4424
Tracy.Clark@asc.ca



www.lautorite.qc.ca
www.albertasecurities.com
www.bcsc.bc.ca
www.gov.ns.ca/nssc
www.nbsc-cvmnb.ca
www.osc.gov.on.ca
www.sfsc.gov.sk.ca

Dean Murrison

Deputy Director, Legal/Registration
Securities Division

Saskatchewan Financial Services Commission
(3006) 787-5879

Dean.Murrison@gov.sk.ca

Chris Besko

Legal Counsel - Deputy Director

The Manitoba Securities Commission
(204) 945-2561

cbesko@gov.mb.ca

Jo-Anne Matear

Assistant Manager, Corporate Finance Branch
Ontario Securities Commission

(416) 593-2323

jmatear(@osc.gov.on.ca

Jason Koskela

Legal Counsel, Corporate Finance
Ontario Securities Commission
(416) 595-8922
jkoskela@osc.gov.on.ca

Robert F. Kohl (for NI 31-103)
Senior Legal Counsel
Registrant Regulation

Ontario Securities Commission
(416) 593-8233
rkohl@osc.gov.on.ca

Darren McKall

Senior Legal Counsel, Investment Funds
Ontario Securities Commission

(416) 593-8118

dmckall@osc.gov.on.ca

Sylvie Lalonde (for NI 45-106)
Manager, Policy Department
Autorité des marchés financiers
(514) 395-0337, poste 4461
sylvie.lalonde(@lautorite.qc.ca

Rosetta Gagliardi (for NI 45-102)
Senior Policy Advisor

Autorité des marchés financiers
(514) 395-0337 ext. 4462
rosetta.gagliardi@lautorite.gc.ca




Shirley Lee

Securities Analyst

Nova Scotia Securities Commission
(902) 424-5441

leesp@gov.ns.ca

Susan Powell

Legal Counsel, Corporate Finance

New Brunswick Securities Commission
(506) 643-7697
susan.powell@nbsc-cvmnb.ca

Steve Dowling
Superintendent of Securities
Prince Edward Island

(902) 368-4552
sddowling@gov.pe.ca

Don Boyles

Program & Policy Development

Securities Commission of Newfoundland and Labrador
Government of Newfoundland & Labrador

(709) 729-4501

dboyles@gov.nl.ca

Louis Arki, Director, Legal Registries
Department of Justice, Government of Nunavut
(867) 975-6587

larki@gov.nu.ca

Donn MacDougall

Deputy Superintendent, Legal & Enforcement
Office of the Superintendent of Securities
Government of the Northwest Territories

PO Box 1320

Yellowknife, NT X1A 2L9

Tel: (867) 920-8984

Fax: (867) 873-0243

E-mail: donald_macdougall@gov.nt.ca

Frederik J. Pretorius

Manager Corporate Affairs (C-6)
Dept of Community Services
Government of Yukon

(867) 667-5225
Fred.Pretorius@gov.yk.ca

July 17, 2009





