CANADIAN SECURITIESADMINISTRATORS
NOTICE AND REQUEST FOR COMMENT 44-401, 51-401

CONCEPT PROPOSAL FOR AN INTEGRATED DISCLOSURE SYSTEM

TheCanadian Securities Adminigrators (the “CSA™) are publishing for comment a concept proposa (the
“Concept Proposal”) for an integrated disclosure system (the “IDS’) that accompanies this Notice and
Request for Comment (the “Notice’).

Theproposad IDS would provide reporting issuers with an dternative offering system permitting faster and
more flexible access to public markets. 1t would, however, dso require participating reporting issuers to
provide investors with more comprehengve and more timely continuous disclosure. The CSA are also
congdering extending some of these continuous disclosure enhancements and marketing restrictions to
issuers that do not participate in the IDS.

ThisNatice provides background information on the proposed IDS. The Appendix to this Notice provides
asmmay o key differences between the proposed IDS and the current regulatory system. An overview
of the proposed IDS is contained in the Executive Summary of the Concept Proposd.

TheCSA invite comment on al aspects of the Concept Proposa. This Notice includes specific questions
and discussion reaing to dements of the IDS on which the CSA believe that public input would be
paticdaty hepful. This Notice aso includes specific questions regarding the possible extension of certain
IDS continuous disclosure enhancements and marketing restrictions to al issuers and offerings.

|. Background
Development of the IDS

The CSA devedoped the proposed IDS to refocus securities regulation to reflect the evolution of the
Canedian capital markets. With the vast mgority of trading activity occurring in secondary rather than the
pimery markets, the traditiona focus on primary market prospectus disclosure should be de-emphasized
and increased focus should be placed on an issuer’ s continuous disclosure.

Theproposed IDS is intended to provide investorsin both the primary and secondary markets with timely
prospectus-quality issuer disclosure by integrating the information required to be provided by issuersto
investors in these markets using a common, upgraded disclosure base. Anissuer’s IDS disclosure base
would provide comprehensive and timdly information relating to the issuer and itsbusiness. Accordingly,
participating issuers would be able to respond quickly to opportunitiesin the capital markets by using an
abbreviated securities offering document that incorporates by reference the issuer’s IDS disclosure base
and undergoes stireamlined regulatory screening.
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The CSA have already taken important steps in this direction with the adoption of the short form
progpediusand elf distributions systems. The CSA believe that the proposed DS would further enhance
the efficiency and effectiveness of securities regulation in Canada by upgrading the qudity and timeliness
of corporate information available to investors while providing IDS issuers smpler and faster regulatory
clearance for public offerings.

Significant Reforms under the IDS

The proposed IDS would change securities regulation in the following aress:

. the content, timing and standard of continuous disclosure reporting;

. the content and delivery of prospectuses,

. the form, content and timing of permissible marketing communications, and

. ashift of the regulatory review focus from prospectuses to continuous disclosure.

The CSA are considering extending to dl issuers many of the continuous disclosure enhancements and
makding restrictions outlined in the proposed IDS. The CSA believe that the broad application of these
elements of the IDS would further promote investor protection and the efficiency of capita markets.

[I. Implementation of the IDS

To implement the proposed IDS, the CSA intend to develop a nationd ingrument that would take into
congderation the comments received on the Concept Proposal. The CSA expect that al aspects of the
IDSooud beimplemented in mogt jurisdictions without, Statutory amendment, by rule, regulation or policy.
Conadatwith past practice, the nationa instrument would be published for comment before it isfindized.

The CSA propose to implement the IDS on a pilot basis for a period of at least two years following
adoption of anationd insrument. This pilot introduction is intended to provide the CSA and market
patiaperts with an opportunity to evaluate the IDS and to identify any required modifications. During the
pilot period, quaifying issuers would be able to participate in the IDS and offer securities under IDS
procedures, under existing offering procedures such as the short form prospectus and shelf ditribution
systems, or under exigting progpectus exemptions for which they are digible.

TheCSA will consider diminating the short form prospectus and shelf digtribution systems for IDS-digible
issuersif the pilot introduction demongtrates the IDS to be a successful subgtitute for these regimes. The
CSA dso anticipate that the implementation of the IDS will result in reduced reliance by issuers
progpecius exemptions, and the associated complexities of the resde restrictions under the closed system,
given the streamlined offering procedures available under the proposed IDS.



I1l. Request for Comments

The Concept Proposa is being published for comment to obtain public input a an early stage in the
development of the proposed IDS. The CSA encourage interested parties to comment on any aspect of
the Concept Proposal.

During the development of the Concept Proposd, certain elements of the proposed IDS generated
conddaadedsoussion among the CSA. The CSA believe that seeking direct input on these specific areas
will assigt the CSA’s further examination of these issues. The CSA invite responses to the specific
questions identified below.

A.  IDSEligibility

The CSA believe that the proposed IDS should be broadly available to issuers who are able to provide
the high qudity continuous disclosure base that would form the foundation of the IDS. The IDS digibility
requirements are outlined and discussed in Part 111.B of the Concept Proposal.

IDSdighility would require that an issuer be areporting issuer in dl jurisdictionsin Canada. The CSA are
avare that this requirement could be burdensome to issuers and are seeking public comment to assess its
impact on IDS participation. The CSA are also seeking comment on whether a* seasoning” requirement
or a quantitative (sze) requirement should be imposed as conditions of IDS digibility.

1. Reporting Issuer in all Jurisdictions

Theproposed IDS would require that an issuer be areporting issuer or equivaent in al thirteen Canadian
juiddions. Given that not all CSA jurisdictions gpply the concept of reporting issuer status, the Concept
Proposa would extend the term to include issuers that file continuous disclosure that is subgtantialy
equivaent to that which is required in jurisdictions that gpply the concept.

TheCSA bdievethet conditioning IDS digibility on reporting issuer statusin dl jurisdictions would promote
more uniform rules for didributions in Canada and would be consstent with the market redlity that
infammeion, investor interest and market activity cannot be contained within geographic boundaries. In this
regard, muchdf the complexity associated with the resde of privately placed securities would be minimized
if the issuer is required to be areporting issuer in dl jurisdictions. All-jurisdiction reporting issuer satusis
congdet withenaring that secondary market investors across Canada have access to relevant information
uponwhich to base their investment decisons. Furthermore, with the advent of the System for Electronic
Document Andyss and Retrievd (“SEDAR”), the CSA do not anticipate that requiring IDS issuersto
make timely filingsin adl CSA jurisdictions would be a sgnificant mechanica impediment.

TheCSA recognize that al-jurisdiction reporting issuer statusis not essentia to ensure secondary market
aoossstotimely, high-quaity information about an issuer. Secondary market investors throughout Canada
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would haveaooessto such information viathe SEDAR webdte provided that the issuer is a reporting issuer
in at least one CSA jurisdiction. The CSA dso recognize that requiring dl-jurisdiction reporting issuer
status as a condition of IDS digibility could conditute a significant deterrent to IDS participation. In
paticuar, the CSA consdered three potentialy adverse consequences of this éigibility criterion: filing fees,
trandation of 1DS disclosure documents; and ongoing compliance with the reporting issuer requirements
of the CSA jurisdictions,

(i) Filing fees

The requirement to acquire and maintain reporting issuer gatusin al jurisdictions may impose additiond
ocodsonIDSisuers. The CSA are currently consdering the revison and rationdization of regulatory fees.
The CSA believe, however, that the benefits of IDS participation may justify some incrementaly higher
costs.

(ii) Tranglation

The CSA renognize that requiring al-jurisdiction reporting issuer status as a condition of IDS digibility may
impose a trandation burden on IDS issuers. The proposed IDS would not require any changes to the
aurat requirement that a prospectus be written in the principa language or languages of the jurisdiction(s)
inwhchitisfiled However, in order to encourage broad DS participation, the IDS would provide certain
accommodations to issuers regarding the trandation of their continuous disclosure filings.

The proposed IDS adopts the approach to trandation that has been applied to short form prospectuses
in Québec. If anissuer filesan IDS prospectus in a particular jurisdiction, that IDS prospectus, and any
partion of theissuer’ s continuous disclosure record that isincorporated by reference in the IDS prospectus,
must be filed in the language or languages in which a prospectusiis required to be filed in that jurisdiction.
The CSA consider this approach to be reasonable given that access to the primary market imposes an
obligation on issuers to inform its target invetors.

For purposes of IDS digihility, anissuer’s continuous disclosure that is not incorporated by referencein
an IDSprogpectuswou d be considered to comply with reporting issuer continuous disclosure requirements
indl juridictionsiif it filesits continuous disclosure in Al jurisdictions in the language or languages required
inthejurisdiction of theissuer’s principa regulator as determined under the CSA’s mutua reliance review
system (“MRRS’). Accordingly, under the IDS, issuers would only be subject to additional trandation
requirements if they filed an IDS prospectus in a jurisdiction that required a prospectus to be filed ina
language other than that required by the issuer’s principal regulator. Moreover, the trandation obligation
would only apply to that IDS prospectus and continuous disclosure incorporated by reference.

The CSA recognize that the trandation requirement adopted under the IDS represents somewhat of a
departure from the IDS emphasis on the accessbility of continuous disclosure. In principle, to maintain
rgpartingissuer status, the IDS might imply that dl of an issuer’s IDS disclosure base should befiled in the
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pindpd language of the jurisdiction, irrespective of whether it isincorporated by reference in a prospectus
filed in that jurisdiction. In this regard, the CSA consdered requiring issuersto trandate dl continuous
disclosure in the jurisdictions in which they have ether filed a progpectus (IDS or otherwise) or have a
subgtantial investor base.

The CSA are concerned that the imposition of such arequirement may be unduly onerous and represent
adisncentiveto IDS participation. In addition, the CSA note that investor interest and market demands
would encourage issuers to accommodate the language needs of investors voluntarily, particularly n
jurisdictions where they have a sgnificant investor base.

(iii) Compliance with the Reporting I ssuer Requirements of the CSA Jurisdictions

If dl-jurisdiction reporting issuer Satusis implemented as a condition of IDS digibility, IDS issuers would
be subject to al of the reporting issuer requirementsin each jurisdiction of Canada. The CSA recognize
that requiring IDS issuers to obtain reporting issuer status and comply with the varying reporting issuer
requirements across Canada on an ongoing basis may be burdensome, particularly for smaller issuers that
do not have sufficient resources to retain professond advisors. Although the IDS itsdf would provide
iss.ers with a uniform regime governing continuous disclosure across Canada, and steps have been taken
to harmonize other reporting issuer requirements, some differences would continue to exis among
juridictions.

uestions

1. Should reporting issuer (or equivaent) status in al CSA jurisdictions be a condition of IDS
digibility? What are the advantages and disadvantages of this approach? Would requiring dl-
jurisdiction reporting issuer status be a deterrent to IDS participation? If so, why?

2. Doyouageswith the CSA’ s gpproach to language requirements under the IDS? If not, why not?
Shoud IDSissers be obligated to trandate dl continuous disclosurefilingsin jurisdictions in which
they have previoudy filed a progpectus (IDS or otherwise) or in which they have a substantial
investor base? If so, how would you suggest the CSA define “ substantid investor base” for this
purpose? Would the imposition of such a requirement be a sgnificant disincentive to IDS
patiapatio? Doissuers normaly provide investors on avoluntary basis with trandated continuous
disclosure documents to accommodate their language preferences?

3. Although the proposed IDS would harmonize the continuous disclosure requirements for
participaing issuers across Canada, differences in other reporting issuer requirements would
continue to exist. Would this pose a Sgnificant burden on issuers? If so, why?



2. “Seasoning” Requirement

Indevdoping the proposed IDS, the CSA considered whether a* seasoning” requirement (i.e. aminimum
paiod of time as areporting issuer) should be included as a condition of IDS digibility. The CSA believe
thet IDS digibility requirements are sufficiently high thet a prior seasoning requirement is not essentidl.

Inother regulatory contexts, seasoning is sometimes required to alow information about an issuer to reach
market participants and to be absorbed by the market. This premise, however, may be outdated given
recent advances in technology such as SEDAR which facilitate ingtant, widespread and economical
dissemination of information. The CSA ds0 note that the qudity of an issuer’s disclosure does not
necessaily improve with time.  In this regard, an issuer’s disclosure base may be as current and complete
athetimedfitsinitid public offering, as a any subsequent point in time, particularly with the assstance and
invdvemat o its professiond advisers. Similarly, there is no evidence to suggest that newly-public issuers
are less able or likdy to implement sound disclosure practices as compared with their more “ seasoned”
countapats. The CSA aso recognize that the existing framework of securities regulation in Canada does
not alway's require seasoning as a means of protecting secondary market investors. Under the currernt
regime, unrestricted secondary market trading may commence immediately after an issuer’ sinitid public
offering (“IPO”) prospectus is recei pted.

The CSA conddered arguments in favour of imposing a seasoning period on issuers. A seasoning
reguirement would provide issuers and their advisers with the experience of complying with its continuous
disclosure obligations, and the opportunity to refine its disclosure practices and policies, before gaining
aooesstothel DS, In addition, it would enable both regulators and the market to assess the issuer’ s ability
to comply with its disclosure requirements. Proponents of a seasoning requirement often point out that it
dlonsardydsad investors to become acquainted with the issuer. In addition, a seasoning period permits
acompaison of the issuer’ s performance with the promises it made when it became a reporting issuer, for
example, in the issuer’s PO prospectus.

The CSA recognize that a 12-month seasoning requirement is required under the short form prospectus
and shdf digribution systems. However, the CSA bdieve that the IDS should be more widely available
than these dternative offering procedures because the IDS requires issuers to provide an enhanced
standard of disclosure to secondary market investors without compromising the disclosure available to
investors in the primary market.

uestions

4, Should “seasoning” be included as a condition of IDS digibility? If so, what would be an
appropriate seasoning period? Should the imposition of a seasoning requirement be dependent
upoN an issuer’ s revenues, assets or market capitalization?

5. Are there any advantages or disadvantages of a seasoning requirement not discussed above?



3. Quantitative (Size) Requirement

Indevdoping IDS digibility criteria, the CSA reected quantitative measures, such as an issuer’ s revenues,
as=so make cpitdization, as a condition of IDS digibility. Asdiscussed in Part 111.B.5 of the Concept
Proposd, the CSA considered a number of factorsin reaching this conclusion.

The CSA are not aware of any empirical results demongirating a correlation between an issuer’s sze and
thequdlity of information it providesto investors. Moreover, any concerns regarding the quality of smdler
issuers disclosure may be addressed through the development of continuous disclosure review systems
that provide more frequent reviews of these issuers. The CSA dso note that a financid criterion may
produce complexity and unpredictability for issuers because there may be a tendency for an issuer to
arbitrarily gain and lose digibility repesatedly asitsincome or market capitdization fluctuates.

The CSA recognize that quantitative (Sze) tests are currently employed as abasis for qudification to use
certain distribution procedures, including the short form and shelf distribution procedures. Proponents of
a gze criterion, such as apublic float test, often assert that alarger issuer would likely command greater
invesment anayst coverage, thereby promoting the market’ s absorption of corporate information and the
quality of issuer disclosure. While the CSA do not necessarily question this assumption, the CSA do
guestion whether the presence or absence of “andyst following” should form the basis of policy
devdopment in this arealin view of recent developments in information technology, induding SEDAR, that
fadilitate widespread and timdly dissemination of information to investors, irrespective of anissuer’'ssze.

Marefudamandly, the CSA beieve that excluding issuers on the grounds of Sze doneisincongstent with
itsagedivedt broad IDS participation. Given the enhanced disclosure stlandards under the IDS, the CSA
believe that investors will benefit though the incluson of issuers of dl szes.

uestions

6. ShoudthelDSimpose quantitative IDS digibility criteria? If so, what should these criteria be, and
why?

7. Do larger issuers provide a higher qudity of disclosure than smdler ones? Please explain.

8. Doyaubdievetret the “andyst following” argument is relevant in today’s markets? Please explain.

B. | DS Continuous Disclosure

Fundamatd to the IDS is the establishment by participating issuers of a comprehensive publicly-available
disclosure base. The IDS proposes to enhance the qudity and timeliness of information by upgrading an
issuer’ s continuous disclosure base to the progpectus standard of certified “full, true and plain” disclosure
and, in some cases, accderating existing due dates for filing. Asdescribed in Part 111.C.1 of the Concept
Proposd, the cornerstone of an issuer’ s IDS disclosure base isthe IDS annud information form (the “1DS
AIF’),which would provide an annua consolidation of information about the issuer’ s business and &ffairs.
The 1DS AlF would be supplemented by a quarterly information form (a“QIF’) filed for each of the
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issuer’ s firgt, second and third financia quarters, as well as a supplementary informeation form (an “SIF”)
that would provide timely prospectus-leve disclosure of significant events affecting the issuer.

In conjunction with the new, upgraded IDS continuous disclosure documents, the CSA are proposing a
number of DS continuous disclosure enhancements that are intended to modify exigting requirements so
thet they meet, or exceed, prospectus disclosure standards. As discussed in Part 111.C.2 of the Concept
Proposa, the proposed changes would significantly impact the current requirements governing financid
statements, the scope of annua and quarterly reporting, and the certification of continuous disclosure
documents.

Somedf thesecontinuous disclosure enhancements are consistent with existing requirements of certain CSA
meambas Certain other CSA members have undertaken separate policy initiatives which will propose the
adoption of mogt of these continuous disclosure enhancements for al issuers regardless of whether an IDS
isimplemented. These proposas are expected to be published for comment shortly.

uestions

0. Arethareany disclosure items that should, or should not be, included in the proposed IDS AlF or
QIF?

10.  Are there any other continuous disclosure enhancements that should be included as part of the
IDS? If s0, should these enhancements be extended to al issuers?

11.  Arethere any specified events that should, or should nat, trigger the filing of an SIF?

12.  Asandternative to requiring the filing of an SIF for changesin an IDS issuer’ s name and auditor
asoutlined in Part 111.C.1()(iii) of the Concept Proposal, should an IDS issuer’s SEDAR profile
(which could include such information) be included in its IDS disclosure base? Given that an
issuer’s SEDAR prdfile is a changing document, an IDS issuer would disclose these changes by
filing an amended copy of its SEDAR profile under cover of an SIF.

13.  TheCSA propose to require IDS issuers to file SIFs containing prospectus-level disclosure about
al completed business combinations within 75 days. Is the 75 day deadline appropriate? Are
there business combinations for which the 75 day deadline or the prospectus-level disclosure
requirement cannot be met?

14.  The CSA bdieve that IDS AlFs and QIFs should be ddlivered to investorsin compliance with
exiding statutory requirements. As discussed in Part 111.E of the Concept Proposal, the CSA
woud pamit the ddlivery of dl 1DS disclosure documents by eectronic means in accordance with
the principles set out in Nationd Policy 11-201 Delivery of Documents by Electronic Means.
Shauddternative methods of ddivery of IDS AlFs and QIFs be permitted under the IDS? If so,
which methods would you suggest?

15.  TheCSA propose to require thet interim financia statements filed as part of an issuer’s continuous
dsdoarerecord have been reviewed by the issuer’ s audit committee and approved by the issuer’s
board of directors or equivalent. The CSA are dso consdering requiring that interim financial
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statements have been reviewed by an auditor, as required in the United States. Would such a
requirement be appropriate? If not, why not?

1. Certification

Inorder topromote the integrity of an IDS issuer’ s continuous disclosure, the proposed IDS would require
senior officers and directors of an IDS issuer to certify IDS AIFs, QIFs and SIFs. The CSA are
congdaing thereasonabl eness of gpplying a common disclosure standard for al IDS continuous disclosure

filings

TheCSA bdievethat the prospectus standard of “full, true and plain disclosure of al materid facts’ would
begopropriaefor an IDS AIF given that it is to be an annud consolidation of information about an issuer’s
business and affairs. The CSA are seeking comment on whether this disclosure standard should aso be
gdiedto QIFs and SIFs given the nature of these continuous disclosure filings, and the timing congraints
under which these documents must be filed.

uestions

16.  Would the proposed certification requirements materidly affect the extent to which signatories
participate in the preparation of IDS continuous disclosure documents? Are there practical
impediments to the certification of such documents?

17.  Isthe“full, true and plain disclosure of dl materid facts’ standard of disclosure attainable on a
timdy bessincomection with 1DS continuous disclosure filings? If not, why not? Whet dternative
dsdosredandard would be appropriate given the objectives of the integrated disclosure system?
Would an dternative misrepresentation standard be more appropriate for some continuous
dsdosuredocumats (i.e. “ The foregoing does not make a statement thet, in a material respect and
intre light of the circumstances is mideading or untrue and does not omit afact that is required to
be gtated or that is necessary to make the foregoing not mideading”)?

2. Involvement of Advisorsin Continuous Disclosure

Pat111.D.5 of the Concept Proposa suggests that underwriters, auditors, lawyers and other advisors may
need to increase ther involvement in an issuer’ s continuous disclosure in order to satisfy themselves asto
the quality of the disclosure which may, on short notice, be incorporated by reference into an IDS
progpedtus. A similarly increased role for advisors was encouraged in connection with the implementation
o the prompt offering quaification syslem. The CSA recognize that, for most issuers, participation in the
prompt dffeing qudification system did not sgnificantly dter the extent or timing of the involvement of their
advisorsin continuous disclosure.
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uestions

18. Is it redidic to expect that advisors will become more involved in continuous disclosure in order
to address increased time pressure &t the time of an IDS prospectus? Alternativey, will the
expedited offering process result in a deterioration of the due diligence conducted by advisorsin
regpect of information incorporated by reference in a prospectus? If so, how would this affect the
ability of underwritersto certify the prospectus?

C. IDS Prospectuses

Conagtent with the exigting satutory framework, the IDS would require both a preiminary and final form
of IDS prospectus. However, under the IDS, greater emphasis would be placed on the preiminary IDS
progoectuson the basis that progpective investors should have access to comprehensive information about
an issuer prior to making an investment decision.

The CSA are seeking comment on the proposed preliminary 1DS prospectus delivery requirement. In
addtion, asdiscussed below, the CSA invite comment on the proposed content of the preliminary and fina
IDS prospectus under the IDS.

1. Ddivery of the Preiminary I DS Prospectus

The IDS is intended to refocus the prospectus delivery requirements to ensure that investors receive, or
have acoessto, relevant disclosure about an issuer prior to making an investment decison. Under the IDS,
the CSA are proposng that an agreement to purchase a security in an IDS offering would not ke
enforceable againgt the purchaser unless the purchaser had first received acopy of the prdiminary IDS
progpectus and any amendment. A prominent statement to this effect would be required to be included in
both the priminary and fina 1DS prospectuses, any subscription agreement, and any confirmation of
purchase.

The I1DS, with its focus on enhanced continuous disclosure, would provide prospective investors with
rdlevant information about IDS issuers well in advance of any investment decison. It has been suggested
thet theprdiminary 1DS prospectus should not be required to be ddlivered to investors. Proponents of this
goproach argue that, given the de-emphasis of prospectus disclosure under the IDS, and their contention
that investors are not currently basing their investment decisons on the prdiminary prospectus, afiling
requirement would be sufficient given the widespread public accessto the SEDAR website. 1t wasdso
argued that any written marketing communications utilized in connection with an 1DS offering would be
required to include a prominent statement explaining where investors can obtain or receive dectronicaly,
without charge, a copy of the preliminary IDS prospectus.

Proporents of this aternative approach argue that DS issuers would dways have the option of delivering
theprdiminary 1DS prospectus to investors on avoluntarily bass and that it may aso provide an incentive



11

to issuersto talor their marketing documents to better suit the needs of investors, subject to the IDS
marketing restrictions and the availability of the preiminary 1DS prospectus. Asis currently proposed in
the Conogat Praposd, the final IDS prospectus would be required to be delivered to investors no later than
ddivary o theaorfirmation of purchase to ensure that investors are provided with their statutory withdrawal
rights

uestions

19. Do preiminary and find prospectuses asss investors in making their investment decisonsand is
it relied upon for this purpose today? If not, on what basis areinvestorsin the primary market
currently making their investment decisons?

20.  AsdsousslinPart 111.D.4(a) of the Concept Proposdl, the CSA considered specifying the timing
o ddivery of the preliminary 1DS prospectus to ensure that a prescribed minimum period of time
would be available to an investor before an invesment decison becomes binding. Would a
prestribed minimum preliminary 1DS prospectus ddivery period (for example, a specified number
of days before pricing or the Signing of a subscription agreement) be suitable for dl investors and
al gtuations? If so, what would be an gppropriate period of time? If not, why not?

21.  Should the IDSrequirefiling and delivery of the preliminary IDS prospectus? Should dterndtive
methods of ddivering the prdiminary IDS prospectus be permitted? If so, how?

2. Content of DS Prospectuses

Withitsenhanced IDS disclosure base in place, IDS digible issuers would be able to offer securitiesin the
primary market more quickly and with grester certainty usng an abbreviated offering document. As
decribed in Part 111.D.2 of the Concept Proposdl, a preiminary IDS prospectus would only be required
tocontanddoarereating to the offering, the offered securities and associated risk factors, and investors
statutory rights. Most issuer disclosurein the preliminary IDS prospectus could be incorporated from its
IDS disclosure base.

The CSA considered two approaches to the content of the find IDS prospectus: (i) atraditional form of
fird progpectus that would repeat most of the text of the preliminary IDS prospectus,; or (ii) a streamlined
ar“deddig” form of fina prospectus which would enable issuers to incorporate by reference much of the
information contained in the preiminary IDS prospectus. Under the IDS, the CSA are proposing for
commat the streamlined version of the fina IDS prospectus but are also providing issuers with the option
of ddivering to investors the more traditiond form of find IDS prospectus.

Under the streamlined form of fina IDS prospectus, most of the text of the preliminary 1DS prospectus
would not be required to be repeated in afina 1DS prospectus, with the exception of certain mandated
disclosure such as investors gatutory rights and prospectus certificates. In this regard, the find IDS
prospectus would represent somewhat of a departure from the traditiona form of final progpectus. The
find IDS progpectus would primarily serve to update and complete the find disclosure in the preliminary



12

IDS prospectus, and to form the basis of investors' statutory rights of withdrawa and rights of action for
damages and recisson on grounds of misrepresentation.

The dsreamlined form of final IDS prospectus would be beneficid because it would enable investorsto
quickly identify the documents incorporated by reference and would more effectively highlight important
infammetion, including any new developments and the statement of investors dtatutory rights, as compared
with a restated verson of the prdiminary IDS prospectus. Proponents of the traditional form of final
progpedus have argued that a streamlined version of the find IDS prospectus could confuse investors and
caeinvestorsto dismissitsimportance. Accordingly, the CSA propose to permit IDS issuers to deliver
toinvesarsthe more traditiona form of fina IDS progpectus which repests the text of the preliminary IDS
prospectus, except as varied by intervening new or fina information.

uestions

22.  Arethe prdiminary IDS prospectus disclosure items outlined in Part 111.D.2(a) of the Concept
Proposd gopropriate to ensure than an investor can make an informed investment decison? Please
explan.

23.  Whaaetheadvantages and disadvantages of a streamlined form of fina IDS prospectus? Which
form of find 1DS progpectus would issuers and investors prefer? Should the traditiond form of
find IDS prospectus be mandatory? If so, why?

D. IDS Marketing Regime

Theaurat framework of securities regulaion imposes sgnificant restrictions on marketing communications
duingadigtribution of securities. These redtrictions are premised on the principle that investors should be
meking informed investment decisions based on the information contained in a progpectus, and not on the
bass of potentidly mideading marketing or promotiona efforts made by, or on behdf of, issuers.

ThelDSisintendedto ensure that securities markets are informed on a continuous basis through anissuer’s
comprehensive I1DS disclosure base of timely, prospectus-leve disclosure. Given that most marketing
adtivitieswould occur against the backdrop of this enhanced disclosure record under the IDS, many of the
concerns underlying the existing marketing redtrictions would be addressed. The IDS represents a
movement away from the traditiond regulatory focus of restricting investors access to non-prospectus
disclosure by offering IDS issuers greater flexibility in the form, content and timing of their marketing
communications subject to gppropriate restrictions and prohibitions against mideading or improper
marketing practices.

Toawure that the integrity of these marketing communications is not compromised, the IDS contains new
marketing restrictions and requirements, as described in Part 111.D.6 of the Concept Proposal. The IDS
marketing regime is intended to require issuers to assume gregter respongibility for the rdiability of their
makeingoommunications and to deter mideading and improper securities marketing practices. Consstent
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with this gpproach, dl written marketing communications that are disseminated by, or on behdf of, the
issuer during a distribution of securities under the IDS would be required to be identified and incorporated
by reference in the DS prospectus that relates to such offering.

uestions

24. I sthe proposed definition of * marketing communication” in the IDS appropriate? What types of
communications should be excluded from the definition, and why?

25. Whaare your views concerning the proposed IDS marketing restrictions? Are others necessary
for investor protection purposes? Would the proposed IDS marketing redtrictions restrict vaid
corporate communications?

26. How should “didribution period” be defined for the purposes of determining which written
makeingmeaiads must be incorporated by referencein an IDS prospectus? Should it be defined
as commencing a pecified number of days (e.g. 15 days) before the first offer of the securities,
upon the filing of the prdiminary IDS prospectus or some other event? When should the
distribution period be considered terminated for this purpose?

E. Proposalsfor Changes Outsidethe DS

The CSA bdlieve that many of the issues addressed in the development of the IDS are gpplicable in a
broeder context to dl issuers and investors, and that the generd gpplication of certain ements of the IDS
would further advance securities regulatory objectives.

The CSA s contemplating changes to the continuous disclosure requirements for non-IDS issuers which
parallel some of the changes proposed for IDS issuers. A number of the proposed IDS continuous
dsdosureahancements are congistent with existing requirements of certain CSA members. Certain CSA
members will soon publish for comment separate instruments which propose to adopt many of these
changes regardless of whether an IDS is implemented.

The CSA beieve that these changes would sgnificantly enhance the disclosure available to secondary
market investorsin non-IDS issuers. In addition, it would minimize the inconsstencies between the IDS
and non-1DS disclosure requirements which might serve as a deterrent to IDS participation. In generd,
thedisclosure enhancements under consideration for broad application to dl issuersinclude: (i) upgraded
content of annua and interim reports; (i) accelerated filing of annual and interim reports, including financid
daements; (iii) upgraded materid change reporting requirements; and (iv) certification of IDS continuous
disclosure documents. Part IV.A of the Concept Proposal describes these disclosure enhancementsin
detail.
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Asis discussed in Part 1V.B of the Concept Proposa, the CSA are conddering extending the proposed
IDS marketing redtrictions to apply to al non-IDS offerings. These redtrictions would supplement the
existing marketing restrictions under current securities legidation and would enhance the integrity o
corporate disclosure. In order to enhance the ability of regulators to hdt or sanction mideading
communications, the CSA are dso consdering extending to al issuers a generd prohibition concerning
misrepresentations that are made in furtherance of atrade.

uestions

27.  Should the IDS disclosure enhancements be broadly applied to al issuers?

28.  The CSA propose to extend to non-IDS issuersthe IDS certification requirements discussed in
Patlll.B.1 of this Notice and Part I11.C.2(c) of the Concept Proposa. Does this raise concerns
unique to non-IDS issuers? If so, what are they?

29.  Should the IDS marketing restrictions discussed in Part 1V.B be broadly applied to non-IDS
offerings?

30.  Arethere any other dements of the IDS that should be broadly applied to al issuers?

F. Pilot Introduction of the IDS

The CSA propose to implement the IDS on a two-year minimum pilot basis. The purpose of the pilot
inroduction is to enable issuers, investors, regulators and other market participants to assess the merits of
the IDS, and to alow the CSA to respond to system modifications as required.

During the pilot period, IDS issuers would have continued access to the existing distribution procedures,
indudngthe long form prospectus procedures, the short form and shelf distribution procedures, aswell as
the prospectus exemptions for which they are digible. If the IDS proves successful during its pilot
inrodudtion, the CSA will condder diminating the short form prospectus and shdf distribution procedures
for IDS-eligible issuers in the event that experience with the IDS demondrates thet it is an adequate
sbdtitute for the short form progpectus and shelf digtribution regimes. The CSA believe that the benefits
of the IDS will prompt qualifying issuersto participate in the IDS.

uestions

31.  Would issuers be interested in participating in the pilot introduction of the IDS? If not, why not?

32. Would issuers who are currently digible to use the prompt offering qudification sysem e
interested in participating in the pilot introduction of the IDS? If not, why not?

33. Whet do you perceive as the main benefits of the IDS, as compared with the existing distribution
procedures?

34. Ifthe IDS proves to be a successful dternative to the short form prospectus and shelf distribution
g/dems the CSA will consider eiminating the short form and shelf digtribution procedures for IDS-
eigibleissuers. Isthisappropriate? If not, why not?
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Comments

Interested parties are invited to make written submissions with respect to the Concept Proposal and the
specific questions contained in this Notice. Submissions received by June 1, 2000 will be considered.

Submissions should be addressed to dl of the Canadian securities regulatory authorities listed below and
sent, in duplicate, in care of the Ontario Securities Commission, as indicated below:

British Columbia Securities Commisson
Alberta Securities Commission
Saskatchewan Securities Commission

The Manitoba Securities Commission
Ontario Securities Commission

Office of the Adminigtrator, New Brunswick
Regigrar of Securities, Prince Edward Idand
Nova Scotia Securities Commission
Securities Divison, Newfoundland and L abrador
Regidtrar of Securities, Northwest Territories
Regidrar of Securities, Yukon Territory
Regidrar of Securities, Nunavut

c/o John Stevenson, Secretary
Ontario Securities Commission

20 Queen Street West

Suite 800, Box 55

Toronto, Ontario M5H 3S8
emall: jstevenson@osc.gov.on.ca

Submissions should aso be addressed to the Commission des vaeurs mobilieres du Québec as follows:

Claude St Pierre, Secrétaire

Commission des valeurs mobilieres du Québec
800 Victoria Square

Stock Exchange Tower

P.O. Box 246, 22" Foor

Montréal, Québec H4Z 1G3

e-mail: claude.stpierre@cvma.com

A diskette (or an email attachment) containing the submissions (in DOS or Windows format, preferably
WordPerfect) should aso be submitted.
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Comment letters submitted in response to requests for comments are placed on the public file in certain
juridictions and form part of the public record, unless confidentidity is requested. Comment letters will
be circulated among the securities regulatory authorities, whether or not confidentidity is requested.
Although comment letters requesting confidentiaity will not be placed on the public file, freedom d
information legidation in certain jurisdictions may require the securities regulatory authorities in those
juridictions to make comment letters available. Persons submitting comment letters should therefore be
aware that the press and members of the public may be able to obtain access to any comment |etters.

Questions may be referred to any of:

Brenda Benham

Director, Policy & Legidation

British Columbia Securities Commisson
(604) 899-6636

e-mail: bbenham@bcsc.be.ca

Gay Hoyd

Senior Legd Counsd, Policy & Legidation
British Columbia Securities Commission
(604) 899-6653

e-mail: gfloyd@bcsc.bc.ca

Stephen Murison

Legd Counsd

Alberta Securities Commission

(403) 297-4233

e-mail: stephen.murison@seccom.ab.ca

Gall McDermott

Legd Counsd

Alberta Securities Commission

(403) 297-2648

e-mail: gail.mcdermott@seccom.ab.ca

Barbara Shourounis

Director

Saskatchewan Securities Commission

(306) 787-5842

e-mail: barbara.shourounis.ssc@govmail.gov.sk.ca
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Douglas Brown

Counsd

The Manitoba Securities Commission
(204) 945-0605

e-mail: dbrown@cca.gov.mb.ca

Susan Wolburgh Jenah

Generd Counsd

Ontario Securities Commission

(416) 593-8245

e-mail: swolburghjenah@osc.gov.on.ca

Rose Fergusson

Senior Accountant, Corporate Finance
Ontario Securities Commission

(416) 593-8116

e-mail: rfergusson@osc.gov.on.ca

Gary Tamura

Lega Counsdl, Corporate Finance
Ontario Securities Commission
(416) 593-8119

e-mail: gtamura@osc.gov.on.ca

Rosetta Gagliardi

Conseillére en réglementation, Service de laréglementation
Commission des valeurs mobilieres du Québec

(514) 940-2199 ext. 4554

e-mail: rosettagagliardi @cvmag.com

January 28, 2000



APPENDI X

QUICKER AND MORE FLEXIBLE ACCESSTO PUBLIC MARKETS

Key Differences

Existing Regulatory System

Proposed IDS

Broad Accessto a

Eligibility to use short form

Almog dl classes of issuers

Streamlined prospectus limited to certain listed on mgor exchanges may qudify
Prospectus issuers Term sheet style prospectus
focuses on terms of securities
and risk factors
Shift Away From Progpectus filing may be subject Reviews limited in scope: focus
Higtorical Emphasis to in-depth review on IDSindigibility and grounds
on Prospectus Could be extensve review and for receipt refusal
Reviews comments on al aspects of Timing fagter and more
prospectus predictable
Timing may be unpredictable

Elimination of Pre-
Marketing
Prohibition

Preliminary progpectus must be
filed and delivered to prospective
purchasers before soliciting
expressons of interest or as soon
as practicable thereafter (except
for bought dedls)

Marketing communications
permitted & any time

Market interest may be assessed
without triggering a prospectus
filing

Morelssuer Control
and Responsibility
Over Timing and
Content of
Marketing
Communications

Prior to receipt for final prospectus,
issuer may undertake only limited
marketing communications

Written communications largdy
restricted to use of the preliminary

prospectusin waiting period

Grester flexibility would be
permitted in format and timing
of marketing communications
Mideading marketing would be
prohibited under new marketing
redtrictions*

Issuer would have to incorporate
marketing documents by
reference into prospectus

IDS issuers would be subject to
agenerd misrepresentation
prohibition*




MORE COMPREHENSIVE AND MORE TIMELY DISCLOSURE

Key Differences

Existing Regulatory System

Proposed IDS

New Continuous
Disclosure Forms

Annud information form (AIF)
required for specific purposes

Quarterly filings generdly condst of
interim financia statements without
MD&A (except exchange issuersin
B.C)

Disclosure of changesin business
and affairs of an issuer required for
“materia changes’

All IDS issuers mudt file an upgraded
AlF, quarterly

information forms (QIF) and
supplementa information

forms (SIF)

AIF would consolidate annualy
materid information reaing to

the issuer’ s business and affairs

QIF would include quarterly MD& A*
and summary of current
SIF information

SIF would replace materia

change reports and would be required
to befiled for certain

events whether “materia

changes’ or not*

Continuous Disclosure
Enhancements

Generdly, continuous disclosure
other than materid change reports
not certified

Reconciliation of foreign GAAP to
Canadian GAAP and foreign GAAS
to Canadian GAAS for financid
gatements generdly not required in
continuous disclosure filings (except
inB.C))

Interim financid Satements
generdly include only income
datement, Satement of changesin
financid podition and minima note
disclosure

AIF, QIF and SIF would require
certification by senior officers
and directors*

Reconciliation to Canadian

GAAP and GAAS would be required
for dl annua

financid datements*

Reconciliation to Canadian

GAAP would be required for

al interim finencid atements*

Interim financid Satements
required to include a balance
sheet and enhanced note
disclosure*




Key Differences

Existing Regulatory System

Proposed IDS

Generdly, nather audit
committee nor board required
to review or gpprove interim
financid satements

Annud financia statements
required to be filed within 140
days of year end

Interim financid Satements
required to be filed within 60
days of period end

Audit committee (if issuer

has one) would be required to review
al financid satements*

Issuer’ s board of directors

would be required to approve

dl financid satements*

Annud financid datements
would be filed within 90 days
of year end*

Interim financiad statements
would be filed within 45 days of
period end*

I ntensified Continuous
Disclosur e Reviews

In many jurisdictions, detailed
reviews of continuous disclosure
typicaly limited to targetted review
programs or investigations

More frequent and extensive
reviews of an issuer’ s disclosure base*

* CSA are conddering extending a0 to issuers that do not participate in the IDS




