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The Canadian Securities Administrators (CSA or we) are publishing for a 60-day comment period proposed changes (the 
Proposed Changes) to: 
 

• Companion Policy 41-101CP to National Instrument 41-101 General Prospectus Requirements (41-101CP) 
 
We are also proposing consequential changes to Companion Policy 51-102CP Continuous Disclosure Obligations (the 
Consequential Change). 
 
We are issuing this Notice to solicit your comments on the Proposed Changes and on the Consequential Change.  
 
The public comment period expires on October 11, 2021. 
 
The text of the Proposed Changes and Consequential Change is published with this notice in the following annexes: 
 

• Annex A – Proposed Changes to 41-101CP 
 

• Annex B – Consequential Change to Companion Policy 51-102CP 
 

• Annex C – Local Matters 
 
The Notice will also be available on the following websites of CSA jurisdictions: 
 

www.lautorite.qc.ca 
www.bcsc.bc.ca 
www.albertasecurities.com 
www.osc.gov.on.ca 
nssc.novascotia.ca  
www.fcaa.gov.sk.ca 
www.fcnb.ca 
www.mbsecurities.ca  

 

 
 
Form 41-101F1 Information Required in a Prospectus (Form 41-101F1) requires an issuer that is not an investment fund to include 
certain financial statements in its long form prospectus. These required inclusions include the financial statements of the issuer 
and any business or businesses acquired, or proposed to be acquired, if a reasonable investor reading the prospectus would 

PART 1 – Introduction 

PART 2 – Substance and Purpose of the Proposed Changes 



Request for Comments 

 

 
 

August 12, 2021  
 

(2021), 44 OSCB 6910 
 

regard the primary business of the issuer to be the business or businesses acquired, or proposed to be acquired (collectively, the 
Primary Business Requirements). 
 
The purpose of the Primary Business Requirements is to provide investors with financial history of the business of the issuer even 
if this financial history spanned multiple legal entities over the relevant time period. 
 
The Primary Business Requirements also apply to instances where securities legislation and exchange requirements refer to 
disclosure prepared in accordance with Form 41-101F1. An example of this would be the requirement in Form 51-102F5 for an 
information circular relating to a restructuring transaction to contain prospectus-level disclosure.  
 
In practice, when acquisitions are involved, issuers and their advisors often consult with CSA staff to consider what financial 
statements must be included in the prospectus and to confirm whether one or more businesses comprised part of the primary 
business of the issuer. Sometimes these discussions result in inconsistent interpretation that adds time, cost and uncertainty for 
issuers.  
 
The Proposed Changes aim to reduce the regulatory burden resulting from uncertainty about the interpretation of the Primary 
Business Requirements, without compromising investor protection.  
 

 
 
In April 2017, the CSA published CSA Consultation Paper 51-404 Considerations for Reducing Regulatory Burden for Non-
Investment Fund Reporting Issuers (the Consultation Paper) to identify and consider areas of securities legislation that could 
benefit from a reduction of undue regulatory burden, without compromising investor protection or the efficiency of the capital 
markets. While not specifically identified as an option in the Consultation Paper, commenters suggested that CSA staff revisit the 
interpretation of Item 32 in Form 41-101F1. These comments reflected a range of suggestions, including revisiting the 
requirements for an issuer to include three years of historical financial statements for each entity considered the primary business. 
Commenters also noted that inconsistent interpretation of these requirements across the CSA can lead to additional regulatory 
burden. 
 
The Proposed Changes are informed by the comment letters received in response to the Consultation Paper and other stakeholder 
feedback. The comment letters were summarized in CSA Staff Notice 51-353 Update on CSA Consultation Paper 51-404 
Considerations for Reducing Regulatory Burden for Non-Investment Fund Reporting Issuers.  
 
In considering the Proposed Changes, we monitored amendments to the financial disclosure requirements of Regulation S-X 
issued by the U.S. Securities and Exchange Commission on May 21, 2020. We also considered our experiences with pre-file 
discussions and applications. 
 
Based on our work, we have determined that investors and issuers would benefit from a harmonized approach to the interpretation 
of the Primary Business Requirements among CSA jurisdictions and from additional clarity regarding historical financial information 
required in an initial public offering (IPO) prospectus. We think that the Proposed Changes will reduce regulatory burden without 
compromising investor protection by eliminating the time and cost of many pre-file discussions and applications required in 
connection with the Primary Business Requirements.  
 

 
 
The Proposed Changes provide additional explanation in 41-101CP for both IPO venture and non-venture issuers regarding: 
 

• the interpretation of primary business and predecessor entity; 
 

• clarification on when an issuer can use an optional test to calculate the significance of an acquisition; 
 

• guidance as to when and for what time periods financial statements would be required in certain circumstances; 
 

• guidance on the circumstances when we may require additional information to meet the requirement for full, 
true and plain disclosure and the nature of that information; 

 

• clarification of when we would not consider an acquisition of mining assets to be a business. 
 
The Proposed Changes include various examples that illustrate different scenarios of when a reasonable investor would consider 
certain acquisitions to be the primary business of an issuer and the financial statements required by Item 32 of Form 41-101F1 in 
those scenarios.   

PART 3 – Background 

PART 4 – Summary of the Proposed Changes and Consequential Change 
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The Proposed Changes further align with consultation feedback to revisit the interpretation of the Primary Business Requirements 
and seek to reduce inconsistent interpretation of requirements. We also expect that the number of pre-file applications will 
decrease significantly if the proposed changes are implemented.  
 
The Consequential Change adds clarification of when we would not consider an acquisition of mining assets to be a business 
requiring a business acquisition report. 
 

 
 
An annex to this notice outlines the consequential changes to local securities legislation and includes additional text, as required, 
to respond to local matters in a local jurisdiction. Each jurisdiction that is proposing local amendments will publish an annex C. 
 

 
 
We welcome your comments on the Proposed Changes and on the Consequential Change. 
 
Please submit your comments in writing on or before October 11, 2021. 
 
Address your submission to all of the CSA as follows:  
 
British Columbia Securities Commission 
Alberta Securities Commission 
Financial and Consumer Affairs Authority of Saskatchewan  
Manitoba Securities Commission 
Ontario Securities Commission 
Autorité des marchés financiers 
Financial and Consumer Services Commission, New Brunswick 
Superintendent of Securities, Department of Justice and Public Safety, Prince Edward Island 
Nova Scotia Securities Commission 
Office of the Superintendent of Securities, Service NL 
Northwest Territories Office of the Superintendent of Securities 
Office of the Yukon Superintendent of Securities 
Superintendent of Securities, Nunavut 
 
Deliver your comments only to the addresses listed below. Your comments will be distributed to the other participating CSA 
jurisdictions. 
 
The Secretary  
Ontario Securities Commission 
20 Queen Street West 
22nd Floor, Box 55 
Toronto, Ontario  
M5H 3S8 
Fax: 416 593-2318  
comment@osc.gov.on.ca 
 
Me Philippe Lebel 
Corporate Secretary and Executive Director, Legal Affairs 
Autorité des marchés financiers 
Place de la Cité, tour Cominar 
2640, boulevard Laurier, bureau 400 
Québec (Québec) G1V 5C1 
Fax: 514 864-6381 
consultation-en-cours@lautorite.qc.ca 
 
We cannot keep submissions confidential because securities legislation in certain provinces requires publication of the written 
comments received during the comment period. All comments received will be posted on the websites of each of the Alberta 
Securities Commission at www.albertasecurities.com, the Autorité des marchés financiers at www.lautorite.qc.ca and the Ontario 
Securities Commission at www.osc.gov.on.ca. Therefore, you should not include personal information directly in comments to be 
published. It is important that you state on whose behalf you are making the submission. 
 

PART 5 – Local Matters 

PART 6 – Request for Comments 
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If you have any questions, please contact any of the CSA staff listed below. 
 

British Columbia Securities Commission 
 
Allan Lim 
Manager, Corporate Finance 
604 899-6780 
alim@bcsc.bc.ca 
 

 
 
Larissa M. Streu 
Senior Legal Counsel, Corporate Finance 
604 899-6888 
lstreu@bcsc.bc.ca 
 

Alberta Securities Commission 
 
Roger Persaud 
Senior Securities Analyst 
403 297-4324 
roger.persaud@asc.ca 
 

 
 
Bhawani Sankaranarayanan 
Senior Securities Analyst 
403 297-6263 
bhawani.sankaranarayanan@asc.ca 
 

Financial and Consumer Affairs Authority of 
Saskatchewan 

Heather Kuchuran 
Director, Corporate Finance 
Securities Division 
306 787-1009 
heather.kuchuran@gov.sk.ca 
 

 

Manitoba Securities Commission 
 
Patrick Weeks 
Corporate Finance Analyst 
204 945-3326 
patrick.weeks@gov.mb.ca 
 

 

Ontario Securities Commission 
 
Matthew Au 
Senior Accountant, Corporate Finance  
416 593-8132 
mau@osc.gov.on.ca 

 
 
Leslie Milroy 
Senior Legal Counsel, Corporate Finance  
416 596-4272 
lmilroy@osc.gov.on.ca 
 

Michael Rizzuto 
Accountant, Corporate Finance 
416 263-7663 
mrizzuto@osc.gov.on.ca 
 

 

Autorité des marchés financiers 
 
Nadine Gamelin 
Senior Analyst, 
Direction de l’information financière 
514 395-0337, ext. 4417 
nadine.gamelin@lautorite.qc.ca 
 

 
 
Carolyne Lassonde 
Senior Policy Advisor, 
Direction du financement des sociétés 
514 395-0337, ext. 4373 
carolyne.lassonde2@lautorite.qc.ca 
 

PART 7 – Questions 
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Financial Consumer Services Commission New 
Brunswick 
 
Joseph Adair 
Senior Securities Analyst 
506 643-7435 
Joe.adair@fcnb.ca 
 

 

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

PROPOSED CHANGES TO  
COMPANION POLICY 41-101CP TO NATIONAL INSTRUMENT 41-101 GENERAL PROSPECTUS REQUIREMENTS 

 
1.  Companion Policy 41-101CP to National Instrument 41-101 General Prospectus Requirements is changed by this 

Document. 
 
2.  Section 5.1 is changed by replacing "Request for exemptions" with "Requests for exemptions". 
 
3.  First paragraph of Section 5.2 is changed by adding "an" immediately before "interim financial report for periods 

that are more recent".. 
 
4.  Section 5.3 is changed by replacing the text with the following: 
 

Interpretation of issuer – primary business 
 

5.3 (1)  An issuer is required to provide historical financial statements under Item 32 of Form 41-101F1 for a business 
or related businesses that a reasonable investor would regard as the primary business of the issuer. The issuer is also 
required to include the applicable MD&A for the primary business.  

 
 However, if the issuer is a reporting issuer whose principal assets are not cash, cash equivalents or an exchange 
listing, and the acquisition of the primary business represents a significant acquisition, the reporting issuer is subject to 
the requirements of Item 35 of Form 41-101F1, and not Item 32 of Form 41-101F1, in respect of the financial statements 
and other disclosure for that acquisition. 

 
 A reporting issuer cannot rely on the exemption in subsection 32.1(2) of Form 41-101F1 if the applicable 
transaction is a reverse takeover. In such circumstances, the reverse takeover acquirer would be considered the primary 
business under either paragraph 32.1(1)(a) or (b) of Form 41-101F1.  

 
 Examples of when a reasonable investor would regard the acquired business or related businesses to be the 
primary business of the issuer, thereby triggering the application of Item 32 of Form 41-101F1, are when the acquisition(s) 
was 

 
 (a)  a reverse takeover, 

 
 (b)  a qualifying transaction for a capital pool company under the policies of the TSX Venture Exchange, 

 
 (c)  a qualifying acquisition or qualification transaction by a special purpose acquisition corporation under 
the policies of a recognized exchange,  

 
 (d)  an acquisition that exceeds the 100% significance threshold calculated under subsection 35.1(4) of 
Form 41-101F1 (see example 1 below), or 

 
 (e)  an acquisition that is less than the 100% significance threshold calculated under subsection 35.1(4) of 
Form 41-101F1 but still changes the primary business of the issuer, as disclosed in the prospectus (see example 2 
below).  

 
 In addition to the above, the issuer should consider the facts of each situation, including the facts of the business 
or related businesses acquired or proposed to be acquired, and determine whether a reasonable investor would regard 
the primary business of the issuer to be the acquired business or related businesses. The disclosure in the prospectus, 
including financial statements and applicable MD&A, must satisfy the requirement that the long form prospectus contain 
full, true and plain disclosure of all material facts relating to the securities being distributed. If the issuer is uncertain as 
to whether this standard is met, the issuer should utilize the pre-filing procedures in NP 11-202 to determine whether 
additional disclosure is required for full, true and plain disclosure of all material facts relating to the securities being 
distributed.  
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Example 1: A non-venture issuer completed an acquisition exceeding the 100% significance threshold in the 
year prior to its most recently completed financial year 

 
Facts: 

 

• A non-venture issuer filed a preliminary IPO prospectus on April 1, 2021 that included audited annual 
financial statements for its financial year ended December 31, 2020. 

 

• The issuer disclosed in the prospectus that it had completed Acquisition A on October 1, 2019.  
 

• Both the issuer and Acquisition A have a December 31 year-end. 
 

 The initial determination of the significance of an acquisition would be calculated based on the financial 
statements of the issuer and the acquired business or related businesses for the most recently completed financial year 
of each that ended before the acquisition date. In this case, the test of significance would be based on the most recently 
completed financial year before the acquisition date (i.e., December 31, 2018) - applying paragraph 35.1(4)(b) of Form 
41-101F1. 

 
Initial test: Significance test results based on the most recently completed financial year before the acquisition 
date (i.e., December 31, 2018)  

 

• The following is a summary of certain key information: 
 

Entity Assets Investments Specified profit or loss 

Issuer  $ 100 n/a $ 8 

Acquisition A $ 125 $ 80 $ 7 

Significance test 

results 

125% 80% 87.5% 

 
 In some circumstances, an issuer may have grown between the date on which the significance test is calculated 
and the date of the IPO such that the acquisition is no longer significant enough for a reasonable investor to regard the 
acquisition as the primary business of the issuer. An issuer could demonstrate this by testing significance using an 
optional test similar to the ones set out in subsection 8.3(4) of NI 51-102, for the periods set out in subparagraphs 
35.1(4)(b)(iii) and (iv) of Form 41-101F1. In this specific example, the applicable time period for the optional test is the 
year-ended December 31, 2020 for both the issuer and Acquisition A. 
 
 We note that financial statements for the year ended December 31, 2020 for Acquisition A are required for the 
issuer to use the optional test, which can only be used by the issuer after the acquisition date if the business remained 
substantially intact and was not significantly reorganized, and no significant assets or liabilities were transferred to other 
entities, as set out in subsection 8.3(6) of NI 51-102. 

 
Optional test: Significance test results based on the most recently completed financial year (i.e., as at December 
31, 2020)  

 

• The following is a summary of certain key information:  
 

Entity Assets Investments Specified profit or loss 

Issuer (excluding 

Acquisition A) 

$ 150 n/a $ 15 

Acquisition A $ 117 $ 80 $ 7 

Significance test 

results 

78.0% 53.3% 46.7% 
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Application of paragraph 32.1(1)(b) of Form 41-101F1: 
 

• Although Acquisition A is a significant acquisition using the initial significance test, by applying the 
optional test, the issuer may be able to demonstrate that a reasonable investor would not regard Acquisition A to be the 
primary business of the issuer. 

 

• In this circumstance, the issuer experienced growth subsequent to acquiring Acquisition A such that 
Acquisition A no longer exceeds the 100% threshold. As a result, a reasonable investor would not regard Acquisition A 
to be the primary business of the issuer. Therefore, the issuer would not be required to provide historical financial 
statements of Acquisition A under Item 32 of Form 41-101F1. 

 

• If the issuer applied the optional test and Acquisition A still exceeded the 100% threshold, the issuer 
would have been required to provide audited financial statements of Acquisition A for enough periods so that when those 
periods are added to the periods for which the issuer’s financial statements are included in the prospectus, the results of 
the issuer and Acquisition A, either separately or on a consolidated basis, totals three years. This means that the issuer 
would have been required to include in the IPO prospectus: 

 
o its audited consolidated financial statements for each of the three years ended December 31, 
2020, 2019 and 2018 which include the results of Acquisition A from October 1, 2019 onwards, and 
 
o the audited standalone financial statements of Acquisition A for the period from January 1, 
2019 to September 30, 2019, and for the year-ended December 31, 2018. 

 
Example 2: An issuer has recently changed its primary business through the acquisition of a new business and 
the acquisition does not meet the 100% significance threshold  

 
Facts: 

 

• An IPO venture issuer filed a preliminary IPO prospectus on April 1, 2021. 
 

• The issuer was incorporated on January 1, 2015 to operate a mining exploration and development 
business. 

 

• On December 19, 2020, the issuer acquired a cannabis cultivation property and announced its intention 
to convert its existing business to a cannabis cultivation business in 2021. 

 

• The year end of the issuer and the acquired cannabis cultivation business is December 31. 
 

Application of paragraph 32.1(1)(b) of Form 41-101F1: 
 

• To meet the requirements of paragraph 32.1(1)(b) of Form 41-101F1, the issuer must include in the 
prospectus its audited financial statements for the years ended December 31, 2020 and 2019. 

 

• In addition, given that the issuer has changed its primary business to cannabis cultivation activities, 
the pre-acquisition financial statements for the acquired cannabis cultivation business (along with the related 
management’s discussion and analysis) must also be included in the prospectus. 

 

• This is because a reasonable investor reading the prospectus would regard the primary business of 
the issuer to be the cannabis cultivation business, as referenced in paragraph 32.1(1)(b) of Form 41-101F1. 

 
(2)  The periods for which the issuer must provide financial statements under Item 32 of Form 41-101F1 for an 
acquired business or related businesses that are regarded as the primary business of the issuer should be determined 
in reference to sections 32.2 and 32.3 of Form 41-101F1, and with the same exceptions, where applicable, set out in 
paragraphs 32.4(1)(a) through (e) of Form 41-101F1. For example, for an issuer that is a reporting issuer in at least one 
jurisdiction immediately before filing a long form prospectus, the reference to three years in paragraph 32.2(6)(a) of Form 
41-101F1 should be read as two years under paragraphs 32.4(1)(a), (b), (d) and (e) of Form 41-101F1. 

 
 In addition, subsection 32.2(6) of Form 41-101F1 requires an issuer to include the financial statements for those 
entities or businesses set out in paragraphs 32.1(1)(a) and (b) of Form 41-101F1 for as many periods before the 
acquisition as may be necessary. This is so that when these periods are added to the periods for which the issuer’s 
financial statements are included in the prospectus, the results of the entities or businesses, either separately or on a 
consolidated basis, total the required number of annual periods (two or three years). These financial statements must be 
audited.  
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 The issuer must also consider the necessity of including pro forma financial statements pursuant to section 32.7 
of Form 41-101F1 to illustrate the impact of the acquisition of the primary business on the issuer’s financial position and 
results of operations. For additional guidance, an issuer should refer to section 5.10 of this Policy. 

 
(3)  Reporting issuers are reminded that an acquisition may constitute the acquisition of a business for securities 
legislation purposes, even if the acquired set of activities or assets does not meet the definition of a "business" for 
accounting purposes.. 

 
5.  Section 5.4 is changed by replacing the text with the following: 
 

Interpretation of issuer – predecessor entity 
 

5.4 (1)  An issuer that has not existed for 3 years is required under paragraph 32.1(1)(a) of Form 41-101F1 to provide 
historical financial statements of any predecessor entity that forms or will form the basis of the business of the issuer 
(see example 3 below). This may include financial statements of predecessor entities that have been, or are contemplated 
to be, put together to form the basis of the business of the issuer. If an issuer is not able to provide financial statements 
of certain predecessor entities that are required in the prospectus to meet the requirements in paragraph 32.1(1)(a) of 
Form 41-101F1, or if the financial statements for certain predecessor entities are not considered material for an 
investment decision or otherwise necessary for the prospectus to contain full, true and plain disclosure, the issuer should 
utilize the pre-filing procedures in NP 11-202. 

 
Example 3: A newly incorporated non-venture issuer with minimal operations will acquire several real estate 
properties immediately prior to, or concurrently with, the closing of an IPO 

 
Facts: 

 

• A non-venture issuer is a real estate investment trust incorporated on December 21, 2020 for the 
purpose of acquiring an initial portfolio of four real estate properties in order to generate rental income from the properties. 
The issuer filed a preliminary IPO prospectus on April 1, 2021. 

 

• Concurrent with the closing of the IPO, the issuer will complete the acquisition of four real estate 
properties, which were previously operated as rental properties by the vendors, generating rental income. The year end 
of the issuer and each of the acquired businesses is December 31. 

 
Application of paragraph 32.1(1)(a) of Form 41-101F1: 

 

• The issuer must include in the prospectus its audited financial statements for the period from December 
21, 2020 (incorporation) to December 31, 2020. 

 

• In addition, the issuer would need to include audited financial statements in accordance with Item 32 
of Form 41-101F1 (and related management’s discussion and analysis) for each of the real estate properties that form 
the basis of the business of the issuer. 

 

• If either one or more of the rental properties is immaterial, or if the issuer is not able to provide financial 
statements for one or more of them, the issuer should utilize the pre-filing procedures in NP 11-202.. 

 
6.  Section 5.5 is changed by replacing subsection (3) with “[Lapsed]”.. 
 
7.  Section 5.7 is changed by replacing the text with the following: 
 

Additional information that may be required 
 

5.7 (1)  In order to meet the requirement for full, true and plain disclosure contained in securities legislation, an issuer 
may be required to include certain additional financial information in its long form prospectus. For instance, in exceptional 
circumstances, we may require separate financial statements of a subsidiary of the issuer, even if that subsidiary is 
included in the consolidated financial statements of the issuer. This exception may be necessary to help explain the risk 
profile and nature of the operations of the subsidiary. 

 
(2)  There may be other exceptional scenarios where issuers may be required to include additional financial 
information, other than financial statements, in a prospectus in order for the prospectus to meet the requirement for full, 
true and plain disclosure. An example would be where an issuer incurred significant growth through one or more 
acquisitions prior to the IPO filing resulting in insufficient financial history of the primary business as disclosed in the 
prospectus and one of the following situations occurred:  
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• an IPO venture issuer acquired or proposes to acquire a business that would result in any applicable 
significance test, as calculated in section 8.3 of NI 51-102, close to exceeding the 100% threshold; 

 

• the issuer made or proposed to make one or more acquisitions during the relevant period, but financial 
disclosure was not triggered by Items 32 or 35 of Form 41-101F1; 

 

• the issuer completed a relatively large number of unrelated and individually immaterial acquisitions 
(that are not predecessor entities) in the relevant periods prior to filing the prospectus. 

 
The types of additional financial information that might be necessary to meet the full, true and plain disclosure standard 
will vary on a case-by-case basis but may include: 

 

• property or business valuation reports; 
 

• forecasted cash flow information; 
 

• additional disclosure about an acquired business, such as key financial information that explain the 
financial performance and operations of that business prior to its acquisition. 

 
 If an issuer thinks that it might fall into an exceptional circumstance where additional financial information might 
be required, it could utilize the pre-filing procedures in NP 11-202. 

 
(3)  If the issuer cannot provide sufficient financial history reflected in the financial statements in a prospectus or the 
prospectus does not otherwise contain information concerning the business conducted or to be conducted by the issuer 
that is sufficient to enable an investor to make an informed investment decision, we would consider this important when 
determining whether the prospectus provides full, true and plain disclosure of all material facts relating to the securities 
being distributed.. 

 
8.  Subsection 5.8 (2) is changed by adding "that" immediately before "an issuer’s comparative financial statements be 

accompanied by an auditors’ report".. 
 
9.  Subsection 5.9 (2) is changed by replacing the text with the following: 
 

Completed significant acquisitions and the obligation to provide business acquisition report level disclosure for 
a non-reporting issuer 

 
(2) For an issuer that is not a reporting issuer in any jurisdiction immediately prior to filing the long form prospectus 
(a “non-reporting issuer”), the long form prospectus disclosure requirements for a significant acquisition are generally 
intended to mirror those for reporting issuers subject to Part 8 of NI 51-102. To determine whether an acquisition is 
significant, non-reporting issuers would first look to the guidance under section 8.3 of NI 51-102. 

 
 The initial test to determine significance of an acquisition would be calculated based on the financial statements 
of the issuer and the acquired business or related businesses for the most recently completed financial year of each that 
ended before the acquisition date. 

 
 To recognize the possible growth of an issuer between the date of its most recently completed financial year or 
interim period and the acquisition date, and the corresponding potential decline in significance of the acquisition relative 
to the issuer, issuers could perform an optional test similar to the ones set out in subsection 8.3(4) of NI 51-102, for the 
periods set out in subparagraphs 35.1(4)(b)(iii) and (iv) of Form 41-101F1. Specifically, for an issuer, the applicable time 
period for the optional test is the most recently completed interim period or financial year for which financial statements 
of the issuer are included in the prospectus and, for the acquired business or related businesses, is the most recently 
completed interim period or financial year ended before the date of the long form prospectus. 

 
 For more information, see Chart 2 of Appendix A – Financial Statement Disclosure Requirements for Significant 
Acquisitions of this Policy. 
 
 The significance thresholds for IPO venture issuers are identical to the significance thresholds for venture 
issuers. For any business or related businesses acquired by an IPO venture issuer or venture issuer within two years 
before the date of the prospectus, or proposed to be acquired, which exceed the significance threshold, the issuer is 
expected to include in a prospectus the financial statements referred to in subsection 5.3(1) of this Policy. 

 
 The timing of the disclosure requirements set out in subsection 35.3(1) of Form 41-101F1 are based on the 
principles under section 8.2 of NI 51-102. For reporting issuers, subsection 8.2(2) of NI 51-102 sets out the timing of 
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disclosures for significant acquisitions where the acquisition occurs within 45 days after the year end of the acquired 
business. However, for IPO venture issuers, paragraph 35.3(1)(d) imposes a disclosure requirement for all significant 
acquisitions completed more than 90 days before the date of the long form prospectus, where the acquisition occurs 
within 45 days after the year end of the acquired business. This differs from the business acquisition report filing deadline 
for venture issuers under paragraph 8.2(2)(b) of NI 51-102 where the business acquisition report deadline for any 
significant acquisition where the acquisition occurs within 45 days after the year end of the acquired business is within 
120 days after the acquisition date.. 

 
10.  Part 5 is changed by adding the following section 5.11: 
 

5.11. Determination of what constitutes a business – mining assets 
 

 While certain acquisitions of mining assets may constitute acquisitions of a business for securities legislation 
purposes even if they do not meet the definition of a “business” for accounting purposes, we would not consider an 
acquisition of mining assets to be a business requiring financial statements under either Item 32 or Item 35 of Form 41-
101F1 if all of the following apply: 

 
(a)  the acquisition of the mining assets was an arm’s length transaction; 
 
(b)  no other assets were transferred and no other liabilities were assumed as part of the acquisition;  
 
(c)  there has been no exploration, development or production activity on the mining assets in the three 
years (two years for an IPO venture issuer or a venture issuer) before the date of the preliminary prospectus.. 

 
11.  These changes become effective on ●. 
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ANNEX B 
 

PROPOSED CHANGES TO  
COMPANION POLICY 51-102CP TO NATIONAL INSTRUMENT 51-102 CONTINUOUS DISCLOSURE OBLIGATIONS 

 
1.  Companion Policy 51-102CP to National Instrument 51-102 Respecting Continuous Disclosure Obligations is 

changed by this Document. 
 
2.  Section 8.1 is changed by adding the following paragraph 4.1: 
 

(4.1) Determination of what constitutes a business – mining assets 
 

 While certain acquisitions of mining assets may constitute acquisitions of a business for securities legislation 
purposes even if they do not meet the definition of a “business” for accounting purposes, we would not consider an 
acquisition of mining assets to be a business requiring a business acquisition report if all of the following apply: 

 
(a)  the acquisition of the mining assets was an arm’s length transaction; 
 
(b)  no other assets were transferred and no other liabilities were assumed as part of the acquisition; 

 
(c)  there has been no exploration, development or production activity on the mining assets in the two years 
prior to the acquisition. 

 
3.  These changes become effective on ●. 
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ANNEX C 
 

LOCAL MATTERS  
ONTARIO SECURITIES COMMISSION 

 
This Annex to the accompanying CSA Notice and Request for Comments (the CSA Notice) sets out matters required to be 
addressed by the Securities Act (Ontario) (the Act). The Ontario Securities Commission (the Commission) is publishing this Annex 
to supplement the CSA Notice. 
 
The CSA are publishing the following for a 60-day comment period, expiring on October 11, 2021:  
 

• proposed changes to Companion Policy 41-101CP (41-101CP) to National Instrument 41-101 General 
Prospectus Requirements (NI 41-101) (the Proposed Changes). 

 
The Proposed Changes provide additional clarification and guidance in 41-101CP for both IPO venture and non-venture issuers 
regarding: 
 

• the interpretation of primary business and predecessor entity; 
 

• clarification on when an issuer can use an optional test to calculate the significance of an acquisition; 
 

• guidance as to when and for what time periods financial statements would be required in certain circumstances; 
 

• guidance on the circumstances when we may require additional information to meet the requirement for full, 
true and plain disclosure and the nature of that information;  

 

• clarification of when we would not consider an acquisition of mining assets to be a business. 
 
We expect the Proposed Changes would reduce the regulatory burden resulting from uncertainty about the interpretation of the 
Primary Business Requirements, without compromising investor protection.  
 
The CSA is also proposing consequential changes to Companion Policy 51-102CP Continuous Disclosure Obligations.  
 
Please refer to the main body of the CSA Notice. 
 
1.  Overview 
 
An issuer that is not an investment fund is required to include certain financial statements in its long form prospectus pursuant to 
Item 32 of Form 41-101F1 Information Required in a Prospectus (Form 41-101F1). The Primary Business Requirements (as 
defined below) also apply to instances where securities legislation and exchange requirements refer to disclosure prepared in 
accordance with Form 41-101F1 (together with a long form prospectus, an “entry point document”). 
 
The required financial statements include those of business(es) acquired or proposed to be acquired if a reasonable investor 
would regard the primary business of the issuer to be the business(es) acquired or proposed to be acquired (collectively, the 
Primary Business Requirements). The purpose of the Primary Business Requirements is to provide investors with a three-year 
(non-venture issuer) or two-year (IPO venture issuer) financial history of the business an investor is investing in, even if this 
financial history spanned multiple legal entities over the relevant time period. 
 
Historically in Ontario, in instances where there are multiple acquisitions that comprise the primary business of the issuer, we have 
encouraged issuers and their advisors to consult with Commission Staff on a pre-file basis to consider what financial statements 
of smaller individually immaterial acquisitions can be excluded from the prospectus. As part of this pre-file analysis, Commission 
Staff have also considered other financial and operational metrics when determining whether certain financial statement disclosure 
is necessary for the prospectus to contain full, true and plain disclosure. However, if the result from applying any of the significance 
tests is less than 100%, Commission Staff have taken the position that it is important for investors to have the financial history of 
this business when it forms part of the primary business of the issuer. This approach has differed, at times, from the approach 
taken by Staff in certain other CSA jurisdictions.  
 
As stated in the CSA Notice, the genesis of the Proposed Changes stems from comments received in response to CSA 
Consultation Paper 51-404 Considerations for Reducing Regulatory Burden for Non-Investment Fund Reporting Issuers. The 
comments received reflected a range of suggestions, including revisiting the requirements under the Primary Business 
Requirements. Commenters also noted that inconsistent Staff interpretation of these requirements across the CSA can lead to 
regulatory burden. Commission Staff note the harmonization of the Primary Business Requirements was also recommended to 
reduce regulatory burden in the OSC’s final report Reducing Regulatory Burden in Ontario’s Capital Markets.   
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In considering how best to address regulatory burden concerns related to the Primary Business Requirements without 
compromising investor protection, we considered a number of approaches to increase harmonization across the CSA. For 
example, we monitored the amendments to the financial disclosure requirements of Regulation S-X issued by the U.S. Securities 
and Exchange Commission in May 2020. We also considered our experiences with pre-file applications, particularly those with 
multiple acquisitions. CSA Staff assessed a number of options, including rule amendments to the Primary Business Requirements 
and the implementation of a coverage model whereby a certain percentage of the issuer’s business would be required to have 
audited financial statements included in the issuer’s entry point document. Ultimately, CSA Staff determined the Proposed 
Changes resulted in an appropriate balance to reduce regulatory burden by limiting or eliminating the need for the time, cost and 
uncertainty for some pre-file applications related to the Primary Business Requirements while providing investors with the 
information necessary to make informed investment and voting decisions. 
 
The Proposed Changes are aimed at reducing the regulatory burden that may be currently imposed on issuers in certain instances 
where the issuer has completed, or proposed to complete, the acquisition(s) of a business.  
 
Investor protection is not expected to be compromised, as the Proposed Changes will continue to provide investors with timely 
access to historical financial information of a business acquired or proposed to be acquired in the two or three-year period 
preceding the date of the prospectus, where appropriate. In circumstances where the Primary Business requirements do not apply, 
a probable or recently completed acquisition remains subject to the business acquisition reporting requirements under item 35 of 
NI 41-101 which ensures that investors in all jurisdictions will have financial information where required. 
 
2.  Rationale for Intervention 
 
The Proposed Changes are aimed at reducing the regulatory burden imposed by the Primary Business Requirements by 
harmonizing the approach taken by Commission Staff in assessing the Primary Business Requirements and as a result, eliminating 
the time, cost and uncertainty of many pre-file applications required in connection with the Primary Business Requirements.  
 
3.  Proposed Intervention 
 
Please see Part 4 – Summary of the Proposed Changes beginning on page 2 of the CSA Notice for details regarding the Proposed 
Changes.  
 
4.  Affected Stakeholders 
 
The major stakeholders include issuers that are required to comply with the Primary Business Requirements, investors, auditors 
and external counsel.  
 
4.1  Reporting Issuers 
 
The Proposed Changes are expecting to benefit issuers by eliminating the time, cost and uncertainty of many pre-file applications 
required in connection with the Primary Business Requirements. 
 
4.2  Investors  
 
Investor protection is not expected to be compromised, as the Proposed Changes will continue to provide investors with timely 
access to historical financial information of a business acquired or proposed to be acquired in the two or three-year period 
preceding the date of the prospectus, where appropriate. 
 
4.3  Other stakeholders  
 
The Proposed Changes are expected to have minimal impact on other stakeholders, such as auditors and external counsel, 
relating to costs associated with reviewing and familiarizing themselves with the Proposed Changes. 
 
5.  Qualitative and Quantitative Analysis of the Anticipated Costs and Benefits of the Proposed Changes 
 
In this section we present our qualitative and quantitative assessment of the anticipated benefits of the Proposed Changes to 
issuers. The baseline underpinning our analysis is the current financial statements disclosure requirements applicable to issuers 
within NI 41-101. 
 
Overall, we expect the Proposed Changes will result in decrease of time spent on applications by Issuers and their advisor of 43 
hours. We anticipate that the Proposed Changes will result in an average decrease in time commitment between 36 and 50 hours 
per relief application.  
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As a result, we anticipate the average cost reduction of $41,415 per relief application and overall cost savings of $3.3 – 4.7 million 
over a ten-year period. 
 
Our detailed analysis, including our assumptions, are set out below.  
 
5.1  Qualitative Analysis 
 
The Proposed Changes revise Commission Staff’s interpretation of when a reasonable investor would regard the acquired 
business or related businesses to be the primary business of the issuer, thereby triggering the application of Item 32 of Form 41-
101F1, specifically the current disclosure requirements in a long form prospectus or other entry point documents for issuers where 
there has been an acquisition of a business in the two or three-year period preceding the date of the prospectus or when there 
are probable acquisitions. This will reduce the regulatory burden for issuers since they will no longer have to incur costs associated 
with: 
 

• complying with financial statement disclosure requirements and filing with a long form prospectus the historical 
audited financial statements of a business acquired in the two or three-year period preceding the date of the 
prospectus and/or when there are probable acquisitions, to the extent that the acquisition is not (i) a reverse 
takeover, (ii) a qualifying transaction for a capital pool company under the policies of the TSX Venture Exchange, 
(iii) a qualifying acquisition or qualification transaction by a special purpose acquisition corporation under the 
policies of a recognized exchange, (iv) an acquisition that exceeds the 100% significance threshold calculated 
under subsection 35.1(4) of Form 41-101F1, or (v) an acquisition that is less than the 100% significance 
threshold calculated under subsection 35.1(4) of Form 41-101F1 but still changes the primary business of the 
issuer, as disclosed in the prospectus; and 

 

• filing an application for exemptive relief from the financial statement disclosure requirements in a long-form 
prospectus in cases where a business acquired in the two or three-year period preceding the date of the 
prospectus, or a probable acquisition, to the extent that it does not meet any of the criteria noted in the above 
bullet.  

 
Furthermore, while not expressly assessed within Commission Staff’s quantitative analysis below, Commission Staff anticipate 
further estimated time and cost savings associated with issuers not having to include the relevant financial statements in a long-
form prospectus, in cases in which the acquisitions would have triggered financial statement disclosure under Commission Staff’s 
prior interpretation of the Primary Business Requirements but are no longer included as a result of the Proposed Changes.  
 
Estimated time and costs are based on the preparation and filing of audited historical financial statements for a single acquired 
business. Determining the time and cost of an audit is highly subjective as it depends on a number of factors including: 
 

• size of the audit firm conducting the audit (small, medium, large); 
 

• whether the acquired company is public or private;  
 

• size of the acquired company; 
 

• complexity of the acquired company; 
 

• complexity of the industry in which the acquired company operates; 
 

• preparation of full historical financial statements vs carve-out financial statements (carve out financial 
statements normally require significantly more audit time); 

 

• whether it is a first-time audit of the acquired company; 
 

• whether the audit firm has an existing relationship with the issuer/acquired company; and 
 

• complexity of the transaction, which may impact preparation of pro-forma financial statements. 
 
In certain instances, issuers filing a long-form prospectus may have completed, or proposed to complete, several business 
acquisitions which would directly affect the time and cost of preparing and filing audited historical financial statements in a long-
form prospectus to comply with the issuer’s financial statement disclosure requirements in NI 41-101. 
 
We are of the view that there will be minimal compliance costs associated with the Proposed Changes in the form of time spent 
by issuers to review and familiarize themselves with the new interpretation. 
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5.2  Quantitative Analysis 
 
The tables below set out the estimated cost reductions (subject to the assumptions below) that may arise as a result of the 
Proposed Changes. Specifically, Commission Staff have considered the estimated costs associated with filing an application for 
exemptive relief from the issuer’s financial statement disclosure requirements in a long-form prospectus (Table 1). 
 
Table 1 
 
Application for relief from issuer financial statements requirements 
 

Legal  Time (hours)1 Weighted average hourly 
costs2 ($/hour)   

Total  

How many hours, on 
average, is required for legal 
counsel to prepare, file and 
engage with regulators and 
issuer on the application 
process?  

20 – 30 hours $1,165  $23,300 - $34,950  

Issuer        

How many hours, on 
average, is required by the 
issuer’s management to 
assist with the preparation 
and review of the application, 
correspondence with the 
regulators, etc.?   

10 hours   $141  $1,410  

Auditor        

How many hours, on 
average, is required by the 
issuer’s auditors to assist or 
review the application, if 
any?3 

6-10 hours  $760  $4,560-$7,600  

Regulatory Cost    

Cost of Applications N/A $4,8004 $4,800 

Total estimated time and 
costs associated with each 
relief application  

36-50 hours   $34,070 - $48,760 

 
As part of our research, we conducted analyses on the historical applications filed by issuers in Ontario during the 24-month period 
ended March 31, 2021 requesting relief from certain of its financial statement disclosure requirements within NI 41-101. 
 

 
1  In order to develop an estimate of the number of hours required for an issuer and its advisors to file an application for exemptive relief from 

the issuer’s financial statement disclosure requirements within NI 41-101, we have relied on data derived from Commission Staff’s 
consultations with a small number of advisors and/or consultants involved in the preparation of the applications for Business Acquisition 
Report (BAR) exemptive relief. This data was gathered as part of the CSA’s complementary policy project to reduce regulatory burden 
associated with the filing of BARs. 

2  For the purposes of this analysis, we use weighted average hourly costs to account for the fact that staff of different levels of seniority and 
skill may be involved in each activity. Thus, the weighted average costs for different activities will depend on the proportion of time spent by 
staff with different seniority levels. These estimates are based on information found in published fee surveys and compensation guides 
subject to certain adjustments (e.g., application of local market adjustments). We consulted the following sources: Canadian Lawyer’s 2020 
Legal Fees Survey, Robert Half Accounting and Salary Guide 2021, Counsel Network In-House Counsel Compensation and Career Report 
2020. 

3  Estimated time and costs are based on the preparation and filing of audited historical financial statements for a single acquired business. 
Determining the time and cost of an auditor’s assistance and/or review of the application is highly subjective as it depends on a number of 
factors. In certain instances, issuers filing an exemptive relief application may have completed, or propose to complete, several business 
acquisitions which would directly affect the time and cost of the auditor’s assistance and/or review of the application. 

4  Application fee paid to the Commission in accordance with OSC Rule 13-502 Fees. 
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Based on these analyses and using the estimated cost information in Table 1, we have estimated the anticipated cost savings to 
the issuer of the Proposed Changes in Table 2.  
 
5.3  Estimated Cost Savings 
 
The estimated cost savings to the Issuer of filing an application for exemptive relief from the issuer’s financial statement disclosure 
requirements within NI 41-101 (based on historical research) (average/year) is set out below:  
 
Table 2 
 

Number of 
applications filed 
requesting relief 
from issuer 
financial statement 
disclosure 
requirements5 

(average/year) 

Number of 
applications for 
relief that would 
no longer be 
filed had we 
applied the 
Proposed 
Changes 

Average 
reduction in 
time spent on 
preparing, filing 
and completing 
exemptive relief 
application with 
regulator 

Total reduction 
of time spent on 
preparing, filing 
and completing 
exemptive relief 
application with 
regulator 

Average cost 
reduction from 

filing an 
application for 

exemptive relief 

Total cost 
reduction from 

filing an 
application for 

exemptive relief. 
(# of applications 

that would no 
longer be filed x 
average cost of 
preparing and 
completing an 

exemptive relief 
application from 
issuer financial 

statement 
disclosure 

requirements – 
see Table 1 

above) 

22 22 43 hours 792 – 1,100 
hours 

$41,415 $749,540 - 
$1,072,720 

 
Assuming costs would have grown at the average annual Ontario rate of inflation in the most recent 10-year period and applying 
a 2.5% discount rate, we estimate that approximate cost savings over a 10-year period would range between $3.3 – 4.7 million.  
 
6.  Risks and Uncertainties 
 
All CSA jurisdictions intend to adopt the Proposed Changes. The impact of the Proposed Changes is based on a number of 
assumptions. The number and type of applications received each year varies. In addition, as noted in footnote 3, determining the 
time and cost of an audit is highly subjective as it depends on a number of factors. The risk posed by these uncertainties is that 
our assessment of the impacts of the Proposed Changes may not reflect all the key costs and benefits that could arise. 
 
7.  Rule-making authority 
 
In Ontario, the following provisions of the Act provide the Commission with authority to make the Proposed Changes and 
consequential amendments: 
 
Paragraph 143(1)22 of the Act authorizes the Commission to make rules prescribing requirements in respect of the preparation 
and dissemination and other use, by reporting issuers, of documents providing for continuous disclosure that are in addition to the 
requirements under the Act. 
 
Paragraph 143(1)39 of the Act authorizes the Commission to make rules requiring or respecting the media, format, preparation, 
form, content, execution, certification, dissemination and other use, filing and review of all documents required under or governed 
by this Act, the regulations or the rules, all applications to the Commission under the Business Corporations Act and all documents 
determined by the regulations or the rules to be ancillary to the documents, including, 
  

 
5  This number is the average annual number of applications filed in Ontario during the 24-month period ended March 31, 2021. Regardless 

of the location of the issuer’s head office, issuers must file applications for exemptive relief and pay fees in Ontario. Note that the 22 
applications that would no longer need to be filed are those only requesting relief from the issuer’s financial statement disclosure 
requirements within NI 41-101 in their entirety. 
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i.  applications for registration and other purposes, 
 
ii.  preliminary prospectuses and prospectuses, 
 
iii.  interim financial reports and financial statements, 
 
iv.  proxies and information circulars, and 
 
v.  take-over bid circulars, issuer bid circulars and directors’ circulars. 

 
8.  Alternatives Considered 
 
In developing the Proposed Changes, we considered various alternatives including rule amendments to NI 41-101. 
 
9.  Reliance on Unpublished Studies  
 
In developing the Proposed Changes, we have not relied on any significant unpublished study, report or other written material.  
 
We welcome comments on all aspects of the Proposed Changes, including the estimated costs associated with complying with 
the issuer’s financial statement disclosure requirements within NI 41-101 and filing an application for exemptive relief from such 
requirements. 
 
 
 
 
 
 
 
 
 

  


